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General Instructions 
 

The Engagement Letter describes the services required and provided. When completing the 
Engagement Letter establish the context, explain why external support is required and distinguish 
between the objectives, outcomes, scope and deliverables. The rationale behind the costs should be 
made evident in the Fees section. 
 
The Business Area considerations are guidance notes for the customer to support their evaluation of 
the Engagement Letter. 
 

 

1. Background 

Two inter-related tasks require KPMG support with overall objective of improving the quality of 
DEFRA’s Annual Report and Accounts. One task relates to the review and feedback on DEFRA’s 
GRASP Project Initiation Document and the other relates to the provision of accounting advice and 
support in relation to a new income stream in for District Level Licencing for Newts (“DLL Newts”). 
 
GRASP PID Review 
We need to be able to assure the DEFRA Accounting Officer that DEFRA can deliver unqualified 
accounts to schedule in the near future.  This need reflects the growing scale we face in responding to 
the accounting and audit issues we are likely to face (both existing and arising from current and future 
development including, for example, CDEL/RDEL recognition at the Environment Agency, new income 
streams coming).  Most of these issues are with Environment Agency accounts due to the complex 
nature of some of the accounting treatment and much bigger scale of things like projects compared to 
the rest of DEFRA. 
 
As a first step in responding to this challenge, DEFRA are developing a comprehensive programme 
which will help ensure that all the key accounting and audit evidential issues which could materially 
impact on the production and audit of the Department’s accounts are identified and addressed in a 
timely manner.   
 
The objective of the project is to:  

• Identify and resolve the underlying issues that resulted in existing qualifications on Defra 
accounts by 2023/2024.  

• Identify and resolve underlying issues that we anticipate would cause future qualifications 
on Defra accounts 2023/2024.  

• Lay Defra’s accounts pre-recess for 2023/2024, noting that achieving the above two 
objectives may prevent this objective being achieved.  

• Undertake any quick wins that improve Defra accounts for financial year 2022/2023.  
 

Specifically, a plan (which will be documented in the form of a Project Implementation Document (PID) 
is being developed by DEFRA to: 

• Document the accounting issues and developments which are likely to need to be 
addressed and assess their potential impact on the delivery of timely and accurate Annual 
Report and Accounts; 

• Identify at a high, broad brush, level, the activities and actions (e.g., developing and 
delivering training, designing and implementing new processes) which would be expected 
to be needed to address each of the key issues prioritised for action and the timelines over 
which these activities and actions will be delivered; and 

• The quantum and type of the resources needed (e.g., what skills are needed, when and 
how much) to deliver the planned activities. 

 
DLL Newts 
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and audit of accounts at both 
group an individual ALB level 

• Understand how that ARaC 
impact assessment feeds into the 
prioritisation of subsequent 
activity 

with subsequent activity 
development / resourcing 
(see next step) 

• Where completeness gaps 
have been identified, 
additional accounting issues 
identified will be 
communicated / fed back 

3: Assessment of proposed actions & 
activities in response to each issue 

• Understand and assess the basis 
on which DEFRA has developed 
a proposed response / 
remediation to these issues  

• Assess appropriateness of 
proposed response / plan (e.g., 
further training, new processes) 
and consider the likelihood that 
the proposed response will 
address the relevant issue within 
DEFRA’s required timescales 

• Consider the appropriateness & 
reasonableness of the proposed 
sequencing of activities  

• Assessment of DEFRA’s 
process for identifying the 
actions required to 
effectively respond on a 
timely basis to the issues 
and assess the consistency 
of the proposed actions with 
the prioritisation flowing from 
the impact assessment  

4: Assessment of the estimate of 
quantum, nature and timing of 
resources required to deliver the plan 
of actions identified at component 3 
above. 
 
NB: it is assumed that this resource 
assessment will be focused on those 
needed to deliver the action plan, 
rather than any change in resources 
which might be required to deliver 
new processes / ways of working in a 
future steady-state environment. 

• By reference to the expected 
scope and sequencing of 
activities understand the basis on 
which DEFRA has “sized” the 
work and consider the 
reasonableness of the 
subsequent resourcing 
assumptions 

• Assessment of DEFRA’s 
process for identifying the 
level and nature of resources 
required to deliver the plan  

 
DLL Newts 
 
KPMG LLP’s Services will be delivered in two stages: 
 

1. Accounting Assessment for DLL Newts (Stage A) 
 

An accounting assessment for the income recognition associated with the DLL Newts arrangement. This accounting 
assessment will also include a summary on the budgetary impact of the aforementioned accounting assessment. 
This assessment will consider (i) whether IFRS 15 as interpreted by the FReM is the appropriate standard to consider for DLL 
Newts and if not which accounting standard is appropriate; and (ii) the principles of accounting for the DLL Newts under the 
relevant accounting standard, such as detailing the potential timing of income recognition. 
Framework of Assessment: Government Financial Reporting Manual (FReM) issued by HM Treasury, as well as 
Consolidated Budgeting Guidance (CBG). 
 
Output: Accounting Assessment Report of the DDL Newts scheme due by 23 January 2023. 
 

2. Ad-hoc support to resolving the accounting for DLL Newts and other similar contracts (Stage B) 
This support is expected to involve the following: 
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• Support DEFRA and NE prepare papers for HM Treasury to clarify / amend the accounting treatment under the 
FReM for arrangements similar to DLL Newts. This may also involve attending meetings with HM Treasury. 

• Consideration of whether any steps can be taken to align the Newts DLL to the desired NE accounting treatment 
under IFRS 15 and the potential implications of any such changes. 

• Consideration of the applicability of the DLL Newts accounting treatment to other similar contracts (i.e. Nutrient 
Neutrality and Biodiversity Net Gain). 

The requirement for Project Stage B will be confirmed by NE following delivering of the output by the supplier for Project 
Stage A. 
 
Output: To be agreed with NE following delivery of Stage A. Potentially an updated version of the Accounting Assessment 
Report from Stage A.  
 
 
 

  
Assumptions and dependencies 

For both GRASP PID Review and DLL Newts, delivery of the Services depends upon:  
• the PID and DLL Newts documentation being ready to review at the start of the 

engagement; and 
• DEFRA staff being made available on a timely basis to attend meetings and provide 

further information. 
 
When providing the Services, the Supplier will not perform any management functions, nor make any 
decisions for Customer, and while Supplier may provide Customer with advice, responsibility for all 
related decisions and their consequences are Customer’s responsibility.  Customer shall appoint 
someone of management-level with the skill, knowledge and experience necessary to be responsible 
for overseeing the Services provided, evaluating their adequacy, establishing and maintaining 
internal controls and monitoring ongoing activities. 
 

 
 

Risk management 

Provide further details of any foreseen risks with this project and how they could be mitigated: 
There is a risk that key contacts in the business aren’t available for KPMG to talk to. A dedicated 
DEFRA point of contact will be assigned to support. 

 
 

Deliverables  

GRASP PID Review 
 
The output of the work will be a single document which integrates these strands of activity which 
assesses the completeness & feasibility of the DEFRA plan, key delivery risks and areas for 
improvement.   
 
The structured approach outlined above means that the assessment will be able to more precisely 
focus on specific key features of the plan rather than providing broad generic statements (e.g., you 
will be able to clearly differentiate between (i) we have identified the right issues, but have the 
wrong plan to address them; and (ii) we have the right issues and plan, but have not appropriately 
allowed for the level of resources to deliver on that plan). 
 
DLL Newts 
 
For Stage A – an Accounting Assessment Report of the DDL Newts scheme. 
For Stage B – future deliverables will be agreed with DEFRA following delivery of Stage A. 
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Given the ad-hoc nature of the Stage B work for DLL Newts, it is expected that the work on DLL Newts 
will span a time period of greater than 3 months. Should the actual work performed for either piece of 
work under the DPEL exceed 3 months, the rates will be retrospectively discounted to apply to the 
duration discounts.  

 
Expenses statement 

Defra Group overarching contract rates include expenses for any travel to/from any UK location defined 
by the Business Area as the base office for the work.  Only expenses for travel at the Business Area’s 
request from this base can be charged.  If appropriate, define permissible expenses to be charged. 

Payment 

The Supplier should invoice fees monthly in arrears.  Defra Group will reimburse fees monthly on 
confirmation of approval of work delivered by the Business Area. The Supplier will keep an accurate 
record of time spent by staff in providing the services and provide this information and supporting 
narrative, if requested. 

5. Governance and reporting  
As part of the Call-Off Contract, the Supplier and Business Area agree to provide reporting on the 
following: 

● Completion of the time tracker on a monthly basis, to track days worked by our consultants; 
 

Key Performance Indicators 

None required for this engagement 

Feedback and satisfaction 

At the end of completion of each deliverable, a meeting will be held with the relevant parties to discuss 
feedback. 

Defra Group reserves the right to hold review meetings during the assignment, discussing what went 
well, opportunities for improvement on future assignments and similar. This will incorporate any ‘Show 
and Tell’ documentation or transferable products that have been produced.  

A post-engagement quality review of the engagement will be arranged where the Business Area rates 
the services provided. 
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