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Executive summary

Purpose of this letter
Our Annual Audit Letter (Letter) summarises the key findings arising from 
the work that we have carried out at Copeland Borough Council (the 
Council) for the year ended 31 March 2017.

This Letter is intended to provide a commentary on the results of our work 
to the Council and its external stakeholders, and to highlight issues that we 
wish to draw to the attention of the public.  In preparing this letter, we 
have followed the National Audit Office (NAO)'s Code of Audit Practice 
(the Code) and Auditor Guidance Note (AGN) 07 – 'Auditor Reporting'.

We reported the detailed findings from our audit work to the Council’s 
Audit and Governance Committee as those charged with governance in 
our Audit Findings Report on 21 March 2018.

Our responsibilities
We have carried out our audit in accordance with the NAO's Code of 
Audit Practice, which reflects the requirements of the Local Audit and 
Accountability Act 2014 (the Act). Our key responsibilities are to:
• give an opinion on the Council’s financial statements (section two)
• assess the Council’s arrangements for securing economy, efficiency and 

effectiveness in its use of resources (the value for money conclusion) 
(section three).

In our audit of the Council’s financial statements, we comply with 
International Standards on Auditing (UK and Ireland) (ISAs) and other 
guidance issued by the NAO.

Our work
Financial statements opinion
We gave an unqualified opinion on the Council’s financial statements on 21 March 2018.

We received the financial statements on 10 November 2017, later than the statutory 
deadline of 30 June 2017.  This was due in part to the knock-on impact of the late 
production of financial statements in 2014/15 and 2015/16, as well as a cyber attack the 
Council experienced in August 2017.

We identified six misstatements in the Council’s primary statements, two of those were 
material misstatements. Management amended the financial statements for the 
misstatements identified, and none impacted upon the Council’s overall financial position. 
As a result of the adjustments identified, the impact on both the Council’s asset base and 
the unusable reserves, was an increase of £1.024 million. 

We also identified thirty adjustments to disclosure notes, four of which were material 
amendments. Management amended all of the disclosure notes affected.  This represents a 
significant volume of errors and misclassifications.

We also identified three misstatements, which remained unadjusted by Management. The 
decision to not adjust for these items did not impact upon our audit opinion as the items 
were not material.

We are charging additional audit fee of £43,881 due to the high number of queries raised 
with the Council, as well as significant delays in responding to them.  As outlined above, 
there were a significant number of adjustments identified, which required additional input 
from the audit team including the Engagement Lead and Engagement Manager.

Appendix B to this Report outlines the twenty two recommendations made during the 
audit, together with Management’s agreed response.
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Value for money conclusion

We qualified our value for money conclusion in our audit opinion on 21 March 2018. 
We were satisfied that the Council put in place proper arrangements to ensure 
economy, efficiency and effectiveness in its use of resources during the year ended 31 
March 2017, except for the issues highlighted below in that the Council. 

• did not prepare its draft 2016/17 financial statements by the statutory deadline of 
30 June 2017.  The draft 2016/17 financial statements were provided for audit on 
10 November 2017. This is the second year that financial statements have not 
been presented for audit by the statutory deadline. 

• has not been able to recruit permanent qualified accountants to its senior technical 
accounting posts within the finance department.  Since the production of the 
2014/15 financial statements, the Council has relied upon interim appointments 
to these roles in order to produce its financial statements. These roles are key to 
the department due to the technical accounting expertise required.  

• has not acted on a timely basis to address the weaknesses in its internal control 
environment, which were highlighted in recommendations made by Internal Audit 
and in its Annual Governance Statement Action Plan. These weaknesses are in a 
number of areas including the Council's arrangements for implementing the 
Information and Communications Technology Strategy and business continuity 
planning processes. 

Use of additional powers and duties

At this stage, we have not identified any issues that have required us to apply our 
statutory powers and duties under the Act at this time.  This is continually under 
review, and some statutory powers may be invoked in future, especially if the Council 
does not make significant progress in the major areas noted in this report. In 
particular, the Council’s ability to provide and retain the appropriate capacity and 
technical expertise in the Finance Department to deliver quality financial statements 
in line with statutory deadlines.

Certificate
We certified that we had completed the audit of the accounts of Copeland 
Borough Council in accordance with the requirements of the Code on 21 March 
2018.

Certification of grants
In addition to our responsibilities under the Code, we are required to certify the 
Council's Housing Benefit subsidy claim on behalf of the Department for Work 
and Pensions. We have completed this work and qualified your 2016/17 Housing 
Benefit final subsidy claim on 27 November 2017. We reported the outcome of 
this certification work through a separate report to the Audit and Governance 
Committee in January 2018. As a result of an issue raised in our qualification letter 
on your 2016/17 Housing Benefit final subsidy claim the Department for Works 
and Pensions (DWP) requested that we undertook additional work. We completed 
the additional work in February 2018, and an extra certification fee of £1,601 will 
be charged for this one off piece of work as this is not covered in the core 
certification fee.

Working with the Council
We are really pleased to have worked with you over the past year. We have 
maintained a positive and constructive relationship through a difficult time for the 
Council. 

We would like to record our appreciation for the assistance and co-operation
provided to us during our audit by the Council’s staff.

Grant Thornton UK LLP
April 2018
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Audit of  the accounts

Our audit approach
Materiality
In our audit of the Council’s accounts, we use the concept of materiality to 
determine the nature, timing and extent of our work, and in evaluating the results 
of our work. We define materiality as the size of the misstatement in the financial 
statements that would lead a reasonably knowledgeable person to change or 
influence their economic decisions. 

We determined materiality for our audit of the Council’s accounts to be £498,000, 
which is 1% of the Council’s gross revenue expenditure. We used this benchmark, 
as in our view, users of the Council’s accounts are most interested in how it has 
spent the income it has raised from taxation and grants during the year. 

We also set a lower level of specific materiality for certain areas such as senior 
officers remuneration, members allowances and related party transactions. 

We set a lower threshold of £25,000, above which we reported errors to the Audit 
and Governance Committee in our Audit Findings Report.

The scope of our audit
Our audit involves obtaining enough evidence about the amounts and disclosures 
in the financial statements to give reasonable assurance that they are free from 
material misstatement, whether caused by fraud or error. 

This includes assessing whether: 
• the Council’s accounting policies are appropriate, and have been consistently 

applied and adequately disclosed; 
• significant accounting estimates made by the Director of Commercial and 

Corporate Resources (and Section 151 officer) are reasonable; and
• the overall presentation of the financial statements gives a true and fair view.

We also read the Narrative Statement and Annual Governance Statement to 
check they are consistent with our understanding of the Council and with the 
accounts on which we gave our opinion.

Some amendments were made to both the Annual Governance Statement and 
the Narrative Statement in order to improve disclosures to be fully compliant 
with relevant guidance and to succinctly disclose the Council’s significant 
governance weaknesses.

We carry out our audit in line with ISAs (UK and Ireland) and the NAO Code 
of Audit Practice. We believe the audit evidence we have obtained is sufficient 
and appropriate to provide a basis for our opinion.

Our audit approach was based on a thorough understanding of the Council’s 
business and is risk based. 

We identified key risks and set out overleaf the work we performed in response 
to these risks and the results of this work.
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Audit of  the accounts

Risks identified in our audit plan How we responded to the risk

Valuation of pension fund net liability

The Council's pension fund asset and liability as reflected in its 
balance sheet represent significant estimates in the financial 
statements.

As part of our audit work we:

 Identified and documented  the controls put in place by Management to ensure that the pension fund liability 
was not materially misstated; 

 Performed a walkthrough of these controls to assess whether they were implemented as expected and 
sufficient to mitigate the risk of material misstatement;

 Reviewed the competence, expertise and objectivity of the Actuary who carried out your pension fund 
valuation. Gained an understanding of the basis on which the valuation is carried out;

 Undertook procedures to confirm the reasonableness of the Actuarial assumptions made; and 

 Reviewed the consistency of the pension fund asset and liability and disclosures in notes to the financial 
statements with the Actuarial report from your Actuary.

Our audit work identified weaknesses around the estimates submitted to the Actuary, which enable the Actuary to 
carry out a valuation of the Council’s pension fund assets and liabilities. The main issue was an underestimate of 
the exit package costs incurred by the Council in 2016/17.

The Council contacted the Actuary and the inaccuracies in the estimates provided meant the net pension liability 
was overstated by £280,000. This comprises a £300,000 overstatement of the gross pension liability and a 
£20,000 overstatement of pension assets.

The Council has not amended the financial statements for this issue, and it is reported as an unadjusted 
misstatement in the Audit Findings Report.  The decision to not amend for this issues did not impact upon the 
audit opinion.

These are the risks which had the greatest impact on our overall strategy and where we focused more of our work.  These are not all of the risks that we identified as 
part of our audit.  All risks are reported in the Audit Findings Report.
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Audit of  the accounts

Risks identified in our audit plan How we responded to the risk

Valuation of property, plant and equipment 
(PPE) including surplus assets and valuation of 
investment property

The Council revalues its assets on a rolling basis 
over a five year period. The Code requires that the 
Council ensures that  the carrying value at the 
balance sheet date is not materially different from 
current value. This represents a significant 
estimate by Management in the financial 
statements.

As part of our audit work we:

 Reviewed the controls put in place by Management to ensure that PPE, investment property and surplus property is not 
materially misstated and performed walkthrough test of these controls;

 Reviewed Management's processes and assumptions for the calculation of the estimate;

 Reviewed the competence, expertise and objectivity of any Management experts used;

 Evaluated the assumptions made by Management for those assets not revalued during the year and how Management has 
satisfied themselves that these are not materially different to current value;

 For valuation undertaken, we have:

- reviewed the instructions issued to valuation experts and the scope of their work;

- discussed with the Valuer the basis on which the valuation is carried out and challenged the key assumptions; 

- reviewed and challenged the information used by the Valuer to ensure it is robust and consistent with our understanding; 
and

- undertaken testing of revaluations made during the year to ensure they are input correctly into the Council’s asset register.

Our audit work confirmed that revaluations were carried out by an appropriate external expert. However, we identified a 
number of issues in respect of revaluations and capital accounting. These included:

• a lack of clarity over the final asset valuation report received from the Council’s Valuer. There was evidence of challenge 
from the Council, and a revision to some of the figures which is an encouraging sign of engagement and quality review. 
However, there were some inconsistencies in valuations and componentisation schedules within documents provided for 
audit, with no definitive final schedule of all valuation;

• a failure by the Council to consider and document whether there was a material discrepancy between the carrying value 
and current value of assets, which had not been revalued. Following a review at our request, a desktop valuation was 
applied to Lancashire Road Recreation Centre. This led to an increase in the carrying value of £297,000; and

• a material error in the carrying value of non-current assets due to the revaluation of Moresby Park Depot being incorrectly 
posted to the asset register. As a result, PPE was understated by £508,000 and Investment Property was understated by 
£77,000.
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Audit of  the accounts

Audit opinion
We gave an unqualified opinion on the Council’s accounts on 21 March 2018, which is after 
the 30 September 2017 national deadline.  We received the 2016/17 financial statements on 
10 November 2017, with accompanying working papers on 14 November 2017.

This was in part due to the problems that Copeland experienced in producing its 2014/15 
financial statements where the audit opinion was only signed on 4 August 2016, and the 
knock-on impact on the 2015/16 financial statements where the audit opinion was signed 
on 22 May 2017. In addition, the Council experienced a significant cyber attack in August 
2017, which further delayed progress.

We set out below the issues arising during the audit. We are charging additional audit fee 
due to the significant number of queries raised with the Council, and delays in responding to 
them.  There were a significant number of adjustments identified, and additional time 
required from the audit team including the Engagement Lead and Engagement Manager.

Issues arising from the audit of the accounts
We reported the key issues from our audit of the accounts for 2016/17 to the Council’s 
Audit and Governance Committee on 21 March 2018. 

In addition to the key audit risks reported on pages 6 and 7, we identified numerous issues 
and adjustments during our audit that we have asked the Council’s Management to address 
for the next financial year. The recommendations as a result of our work are shown at 
Appendix B.

We identified six misstatements in the Council’s primary statements, two of which were 
material misstatements. Management has amended the financial statements for the 
misstatements identified, and none impacted upon the Council’s overall financial position. 
As a result of the adjustments identified, the impact on both the Council’s asset base and 
the unusable reserves, was an increase of £1.024 million.

We identified thirty adjustments to disclosure notes, four of which were 
material amendments. Management amended all these items.

We also identified three misstatements, which have remained unadjusted 
by Management. The decision to not adjust for these items did not impact 
upon our audit opinion as the items were not material.

The key messages arising from our audit of the Council's financial 
statements are:

• the financial statements presented for audit were late and the Council 
needs to improve the timeliness of their production;

• there are a significant number of amendments and the Council must 
improve the financial statements accuracy and its quality review 
processes;

• slow response times to audit queries and sample requests led to 
considerable delays in concluding our audit work; and

• working papers were generally sufficient to support balances and 
disclosures in the financial statements; and

• documentation of critical judgments and estimations was not provided 
within the working papers; and

• On a positive note, improvements were noted in the quality of the 
responses to our audit queries.

In order to achieve the new financial statement audit deadlines for 
2017/18, significant improvements are required to prioritise responses to 
audit samples and audit query requests.  The response times for the 
2016/17 audit has been mixed, with some responses taking two months.  
Given earlier audit sign offs for the 2017/18 audit, a 3 day maximum 
response time is expected.  As under the new requirements the full audit 
needs to be substantially complete within a six week window, whereas the 
2016/17 audit has taken over four months to complete. 
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Audit of  the accounts
Annual Governance Statement and Narrative Statement
We are also required to review the Council’s Annual Governance 
Statement and Narrative Statement. It published them on its website 
with the draft financial statements.

Amendments were made to both the Annual Governance Statement 
and the Narrative Statement in order to improve disclosures to be fully 
compliant with relevant guidance.  The main amendments are 
summarised below:

• the Annual Governance Statement was amended to provide 
greater detail on the significant governance issues faced by the 
Council and the actions put in place to address these issues; and

• the Narrative Statement was amended to provide greater clarity on 
milestones which have been reached against key deliverables, and 
to reconcile the reported outturn of £10,217,000 to the Net Cost 
of Services in the Expenditure and Financing Statement.

Controls
The Council's management is responsible for the identification, 
assessment, management and monitoring of risk, and for developing, 
operating and monitoring the system of internal control.

Our audit is not designed to test all internal controls or identify all areas 
of control weakness.  However, where, as part of our testing, we 
identify any control weaknesses, we report these to the Council. 

We draw your attention in particular to control issues identified in 
relation to:
• ensuring that control account reconciliations are performed 

promptly and are subject to senior officer review;

• ensuring that balances are correctly brought forward in the General Ledger ;

• developing a disaster recovery plan for IT systems; 

• formalising the process for creating Active Directory user permissions for new employees; 
and

• ensuring user accounts are disabled when employees leave the Council.

Other statutory duties 
We also have additional powers and duties under the Act, including powers to issue a public 
interest report, make written recommendations, apply to the Court for a declaration that an 
item of account is contrary to law, and to give electors the opportunity to raise questions 
about the Council’s accounts and to raise objections received in relation to the accounts.

We did not use our other statutory duties.

We have considered whether we needed to produce a Public Interest Report (PIR) in respect 
of the issues on the 2014/15 financial statements and the delays in producing both the 
2015/16 and the 2016/17 financial statements. Our view is that these issues are public 
knowledge. Based on this we have concluded that there are no matters that would require a 
public interest report to be issued at this stage but we will keep this under review.

At this stage, we have not made any written recommendations that the Council is required to 
respond to publicly. This view will be revisited as part of the 2017/18 audit to assess progress 
against the significant number of recommendations noted within our Audit Findings Report. 
In particular, the Council’s ability to provide and retain the appropriate capacity and technical 
expertise in the Finance Department to deliver quality financial statements in line with 
statutory deadlines.
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Value for Money conclusion

Background
We carried out our review in accordance with the NAO Code of Audit Practice (the 
Code), following the guidance issued by the NAO in November 2016 which specified 
the criterion for auditors to evaluate:
In all significant respects, the audited body takes properly informed decisions and deploys resources to 
achieve planned and sustainable outcomes for taxpayers and local people. 

Key findings
Our first step in carrying out our work was to perform a risk assessment and identify 
the key risks where we concentrated our work.

The key risks we identified and the work we performed are set out the table overleaf.

As part of our Audit Findings report agreed with the Council in March 2018, we agreed 
recommendations to address our findings which are included in Appendix B.  

Overall VfM conclusion
We qualified the opinion with an ‘except for’ value for money conclusion on 21 March 
2018.

We are satisfied that, in all significant respects, except for the matter we identified 
below, the Council had proper arrangements to secure economy, efficiency and 
effectiveness in its use of resources for the year ending 31 March 2017.

• The Council did not prepare its draft 2016/17 financial statements by the statutory 
deadline of 30 June 2017.  The draft 2016/17 financial statements were provided for 
audit on 10 November 2017. This is the second year that financial statements have 
not been presented for audit by the statutory deadline. This matter is evidence of 
weaknesses in proper arrangements for informed decision making with untimely 
financial reporting that does not support the delivery of strategic priorities;

• The Council has not been able to recruit permanent qualified accountants 
to its senior technical accounting posts within the finance department.  
Since the production of the 2014/15 financial statements, the Authority 
has relied upon interim appointments to these roles in order to produce 
its financial statements. These roles are key to the department due to the 
technical accounting expertise required.  This matter is evidence of 
weaknesses in proper arrangements for sustainable resource deployment 
and poor workforce development, with over reliance on costly interim 
consultants; and

• The Council has not acted on a timely basis to address the weaknesses in 
its internal control environment, which were highlighted in 
recommendations made by Internal Audit and in its Annual Governance 
Statement Action Plan. These weaknesses are in a number of areas 
including the Council's arrangements for implementing the Information 
and Communications Technology Strategy and business continuity 
planning processes. As at the date of this audit opinion, eleven high 
priority Internal Audit recommendations remain outstanding from dates 
ranging between 2014 and 2015.  In addition, the same weaknesses are 
being reported in the Council’s Annual Governance Statement over the 
last three years.  This matter identifies weaknesses in the Council’s ability 
to implement in a timely manner high priority Internal Audit and Annual 
Governance Statement Action Plan recommendations.  This matter is 
evidence of weaknesses in proper arrangements for informed decision 
making with significant and longstanding weaknesses in the Council’s 
system of internal control not being addressed.
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Value for Money 

Risk identified Work carried out Findings and conclusions

Financial sustainability 

The Medium Term Financial Plan (MTFP) and the Council’s medium term sustainability 
has been identified as a significant risk, as a result of reducing balances. In addition, the 
formation of the MTFP relies upon forecast estimated assumptions as well as the 
delivery of savings programmes in order to determine the financial position.

There is evidence of both Management and the Council's review of the financial position 
as part of the 2017/18 budget setting process, and through the refresh of the 2016/20 
MTFP. This includes a recognition that using reserves is necessary in the short to 
medium-term to support the Council's financial position. The Council sets an expected 
minimum general revenue fund balance of £2 million.

The opening general revenue fund balance, excluding earmarked reserves as at 1 April 
2015 was £6.1 million, which reduced by £2.2 million to £3.9 million as at 31 March 
2017. The MTFP budgets for a further reduction of £0.5 million on general reserves 
during 2017/18.

We reviewed the Council's
arrangements for updating, agreeing 
and monitoring its financial plans 
including the assumptions within 
them.

We also considered the 
arrangements in place to monitor the 
delivery of the savings and how 
Service Plans have fed into the 
MTFP.

We concluded there were adequate arrangements in 
place.

There is evidence of improvement in the Council's 
arrangements for ensuring it plans finances effectively 
to support the sustainable delivery of strategic priorities 
and maintain statutory functions, and arrangements for 
understanding and using appropriate cost information 
to support informed decision-making. The immediate 
budgetary pressures resulting from the Sellafield 
appeal have been addressed and the MTFP is based 
on reasonable assumptions. There is scope for 
improved reporting of annual savings achieved against 
the targets in the ‘Delivering Differently’ programme.  
Internal financial reporting could also be improved so 
that services are summarised under an appropriate 
segmental heading.

Financial reporting 

Failure to produce financial statements by statutory deadlines is a significant risk.
The Council's 2015/16 accounts were only produced in January 2017 as a result of the 
2014/15 accounts audit report opinion being signed in August 2016.

There has been a knock on effect to the 2016/17 accounts. Target dates for production 
of the 2016/17 statements by the end of September 2017 were adversely affected by a 
cyber attack at the end of August 2017. The financial statements for 2016/17 were not 
received until 10 November 2017 and the accompanying working papers were not 
received until 14 November 2017.

The late production of statutory accounts and the delays to the subsequent audited 
statements, makes it very difficult for Management and Members to make fully informed 
decisions, particularly at each budget setting stage.

We reviewed the Council's 
arrangements for producing timely, 
reliable and accurate financial 
reporting information which meets 
statutory and internal deadlines.

We concluded that there were weaknesses in the 
Council's arrangements for ensuring they produce 
reliable and timely financial reporting that supports the 
delivery of strategic priorities to support informed 
decision making.

An ‘except for’ value for money qualification was issued 
in relation to this area.

Value for money risks
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Value for Money 

Risk identified Work carried out Findings and conclusions

Finance Department skills and capacity gaps

The complete reliance on interim staff to produce the financial statements is a 
significant risk. The Council continues to rely on interim staff to provide its financial 
expertise, and this comes at a high cost to the Council. The Council Finance 
Department has had ongoing difficulties since May 2015, in terms of the resources in 
place, with no permanent qualified and appropriately trained staff to produce timely 
financial statements. 

Re-structuring has taken place and attempts to permanently recruit to posts during 
2016/17 has had some success, but not to key posts involved in the production of the 
financial statements. There is still a heavy reliance on interim staff as the key 
personnel to produce financial information. 

We reviewed how the Council is 
progressing its restructuring of the 
Finance Department and the extent 
to which permanent staff are in 
place. We also assessed the costs 
of the interim arrangements in 
place.
. 

The skills gap at qualified accountant level within the 
Finance Department has been addressed in the 
short-term through the use of contractors. However, 
this carries a financial cost which is inconsistent with 
sustainable resource deployment. The Council has 
been reliant on interim resource at qualified 
accountant level since the production of the 2014/15 
financial statements.  We concluded that there were 
weaknesses in the Council's arrangements for 
planning, organising and developing the workforce 
effectively to deliver strategic priorities with high 
levels of over reliance on interim consultants. 

An ‘except for’ value for money qualification was 
issued in relation to this area.

ICT Resilience

Weaknesses in ICT arrangements and business continuity planning are considered a 
significant risk.  The 2015/16 Annual Governance Statement (AGS) highlighted the 
need for timely implementation of the ICT Strategy. We are also aware that there are 
high priority Internal Audit recommendations around the implementation of the ICT 
Strategy and business continuity planning. The AGS specifically refers to ICT Team 
lacking capacity resilience and incomplete ICT Disaster Recovery Plan 
documentation.

We know that the Council has suffered a serious cyber attack in August 2017. The 
Council's risk register recognises red rated risks on both the "failure to ensure the 
robustness and integrity of business and information systems" and “failure to ensure 
effective and statutory information governance". 

We reviewed progress made on the 
IT Strategy, and specific actions 
taken to address the identified 
weaknesses in the disaster 
recovery plan documentation.

We concluded that there were weaknesses in the 
Council's arrangements for implementing the ICT 
Strategy and business continuity planning processes 
recommendations identified from Internal Audit 
reviews.  This links to the informed decision making 
criteria.  During 2017/18 the Council experienced a 
significant cyber attack in August 2017, and the 
response and recovery from this has generated a 
significant call on staff resources.  The outstanding 
recommendations and AGS action plan issues on the 
ICT Strategy and business continuity arrangements 
have been further delayed.

An ‘except for’ value for money qualification was 
issued in relation to this internal control area.

Value for money risks (continued)
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Value for Money 

Risk identified Work carried out Findings and conclusions

Internal control

The Council's record of delivering timely actions in response to Internal Audit reports 
is a significant risk. The risk is that the Council is failing to take action in response to 
identified weaknesses in internal control.

The report to the Audit and Governance Committee on 3 August 2017 highlighted 17 
overdue Priority 1 recommendations and 58 overdue Priority 2 recommendations. 
Included in the overdue recommendations are nine Priority 1 recommendations with 
an agreed implementation date prior to the end of December 2015, with three from 
2014 and six from 2015.

Internal Audit recommendations have included actions required in respect of 
performance management and risk management, both of which are significant risk 
areas highlighted in the 2015/16 Annual Governance Statement.

We reviewed the actions taken 
against outstanding Internal Audit 
recommendations and considered 
the processes in place to follow up 
and monitor recommendations, to 
ensure the Council’s control 
environment is adequate.
. 

We concluded that there were weaknesses in the 
Council's arrangements for acting on a timely basis to 
address the weaknesses in its internal control 
environment which were highlighted by Internal Audit 
and in the Annual Governance Statement Action 
Plan.  The date of the overdue high priority Internal 
Audit recommendations are from 2014 and 2015.  
This identifies weaknesses in informed decision 
making in the Council’s ability to address in a timely 
matter internal control weaknesses.

An ‘except for’ value for money qualification was 
issued in relation to this internal control area.

Table 2: Value for money risks (continued)
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Appendix A: Reports issued and fees

Fees

Planned
£

Actual fees 
£

2015/16 fees 
£

Statutory audit of Council 53,667 97,548 87,670   

Housing Benefit Grant 
Certification

12,038 13,639 18,246

Total fees (excluding 
VAT)

65,705 111,187 105,916

We confirm below our final fees charged for the audit and there were no fees for the provision of non audit services.

Additional audit fee – statutory audit

We will need to charge an additional fee of £43,881 for the 2016/17 statutory audit 
because of the following issues:

• significant number of queries raised with the Council and the time to deal with 
all of the queries;

• significant delays in the Council responding to queries with additional time 
required in meetings summarising the weekly position;

• significant delays in some sample requests and the time to deal with chasing 
them, and documenting at different stages of the audit by various audit staff;

• some meetings at the Council where Council staff did not attend and not being 
informed until arrival onsite, and rescheduling to a later date was required;

• the use of IT auditors to provide an IT control risk assessment and an audit 
response to consider the impact of the cyber attack;

• complexity of significant areas within the value for money conclusion and the 
additional work required in order to review each area;

• complexity of issues associated with financial statement risks and the additional 
work required in order to review each area;

• extended sampling required in three samples due to test failures in order to gain 
sufficient assurance;

Reports issued and date presented to the Audit and Governance Committee

Report Date issued

Audit Plan 9 November 2017

Audit Findings Report 21 March 2018

Annual Audit Letter (issued) 9 April 2018

• number of significant valuation issues which required input from the Valuer; and
• significant additional input by Grant Thornton's Associate Director (Engagement 

Lead), Manager (Engagement Manager) and In-Charge auditor. Also attending 
additional ad-hoc Audit and Governance Committee on the financial statements.

Additional audit fee – grant certification

We will be required to charge an additional fee of £1,601 for the 2016/17 Housing 
Benefit Grant Certification due to the following issue.

The work on the Housing Benefit subsidy claim in 2016/17 led to a qualification letter 
due to the errors noted.  In response to this, DWP requested that we undertake 
additional work. We reported the additional work in March 2018, and extra certification 
fee has been charged for this one-off piece of work as this is not covered in the core 
certification fee.

The final fee for the statutory audit and grant certification is still subject to final 
approval by Public Sector Audit Appointments Ltd.
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Appendix B:  Key issues and recommendations
This appendix summarised the significant high risk recommendations identified during the 2016/17 audit.  

No. Issue and recommendation Priority Management response/ responsible office / due date

1. Agree response times for external audit queries and sample 
requests and put in place arrangements to ensure that 
these can be met.

High Agreed

May 2018

Finance Manager

Strategic Finance Accountant

2. Ensure that the General Ledger is properly configured and 
that the correct detail codes are used to bring forward 
balances correctly to the new financial year.

High Agreed

March 2018

Finance Manager

Strategic Finance Accountant

Strategic Finance Technician

3. Review data submitted to the Actuary for IAS 19 reporting 
and ensure that there are reasonable estimates for known 
events such as voluntary redundancies and other exit 
packages.

High Agreed

May 2018

Finance Manager

Strategic Finance Accountant

4. Provide clear instructions to the Valuer including the 
format of the final valuation report. The final valuation 
report should clearly identify the assets that have been 
revalued and the aggregate value of the individual assets. 
Componentisation schedules should be included where 
required.

High Agreed. Documentation in respect of 2017/18 revaluations will be reviewed 
and any remaining gaps identified and addressed. Revised defined process to be 
in place for 2018/19 valuations.

March 2018 in respect of 2017/18 valuations

October 2018 in respect of 2018/19 valuations

Finance Manager
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Appendix B:  Key issues and recommendations continued
No. Issue and recommendation Priority Management response/ responsible office / due date

5. Retain records of all communications and data submissions to 
Management experts and make these available as part of the working 
papers provided for audit.

High Agreed

May 2018

Finance Manager

Strategic Finance Accountant

Strategic Finance Technician

6. Ensure that disclosures on exit packages include all required elements 
such as settlements agreed but not paid in year, and associated actuarial 
strain costs.

High Agreed

As part of production of Statement of Accounts 2017/18

Finance Manager

Strategic Finance Accountant

Payroll Administrator

7. Agree working paper requirements with the external auditor. These 
should include:

• analytical review of figures in the primary statements;

• documentation to support critical judgements and estimates;

• consideration of whether there may be material discrepancies 
between current value and carrying value for assets which have not 
been revalued; and

• cash flow projections to evidence going concern.

High Agreed

May 2018

Finance Manager

8. Review cut-off arrangements to ensure that there are appropriate 
procedures in place to identify income and expenditure which should be 
accrued at year end.

High Agreed

April 2018

Finance Manager

Strategic Finance Accountant

Strategic Finance Technician
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Appendix B:  Key issues and recommendations continued
No. Issue and recommendation Priority Management response/ responsible office / due date

9. Review the accounting treatment adopted for Home Improvement Loans 
and consider write-off where appropriate.

High Identified as an issue during the production of the Draft Statement of 
Accounts for 2016/17 and included for implementation as part of planning 
2017/18 Statement.

April 2018

Finance Manager

Strategic Finance Accountant

10. Ensure that there is a clear timetable in place for the production and 
review of control account reconciliations. The format of reconciliations 
should enable the nature and validity of reconciling items to be 
determined, and senior officer review should be properly evidenced.

High Agreed

April 2018

Finance Manager

Financial Management Technician

11. Ensure that journals are properly authorised in line with the Council’s 
policy.

High Agreed

Immediate

All Finance Staff

12. Develop a disaster recovery plan and perform a test of this plan at the 
earliest possible convenience.

High Agreed

September 2018

IT Manager

13. Put in place a formalised process to create new user accounts. New 
Active Directory access required as a result of new employees joining the 
Council should be requested through a standardised Active Directory 
New User Form. This form should capture all relevant details to create an 
Active Directory account and should be tracked using an IT Helpdesk 
ticketing system.

High Agreed

September 2018

IT Manager
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Appendix B:  Key issues and recommendations continued
No. Issue and recommendation Priority Management response/ responsible office / due date

14. Revoke all logical access within Active Directory belonging to terminated 
personnel (i.e. "leavers") in a timely manner. This requires (a) timely, 
proactive notifications from HR of leaver activity for anticipated 
terminations and (b) timely, per-occurrence notifications for unanticipated 
terminations.  Security administrators of financially critical applications 
should then use these notifications to either end-date user accounts 
associated with anticipated leavers, or immediately disable user accounts 
associated with unanticipated leavers. 

High Agreed

September 2018

IT Manager

15. Ensure that there is a clear process in place which ensures that the Legal 
Department notifies the Finance Department promptly, and with 
supporting evidence, when a Community Asset Transfer takes place so 
that these can be correctly accounted for in the financial statements 
(recommendation outstanding from last year).

High Agreed. Process will be established as part of wider review of the Council’s 
policy for such transfers, which is to take place over the next few months

July 2018

Director of Customer and Community Services

Finance Manager

Solicitor

16. Consider a review of internal financial mapping so that services are 
summarised under an appropriate segmental heading.

Medium Review to be included as part of production of Statement of Accounts for 
2017/18 and framework for first monitoring reports for 2018/19

May 2018

Finance Manager

Strategic Finance Accountant

17. Provide a clear analysis of the actual savings achieved against the target 
efficiency savings in reports to Members.

Medium Agreed.

October 2018. For incorporation in Q2 monitoring report

Finance Manager

Strategic Finance Accountant
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Appendix B:  Key issues and recommendations continued
No. Issue and recommendation Priority Management response/ responsible office / due date

18. Review capital programme monitoring arrangements so that the reports 
contain a realistic programme of capital expenditure to be achieved in the 
year and an accurate forecast of capital expenditure against budget. 

High Significant progress has been made towards this in 2017/18, with projected 
re-programming of expenditure into the following year identified and 
approved on a rolling basis throughout the year, in the monitoring reports 
presented to Executive and scrutinised by Audit & Governance 
Committee. The effectiveness of this will be reviewed once the outturn 
figures for 2017/18 are known and any enhancements required will be built 
into the monitoring reports throughout 2018/19..

Finance Manager

19. Develop a clear options appraisal and plan to permanently secure 
appropriately qualified accountancy staff to fill the posts currently covered 
by interim appointments.

High Agreed

March 2018

CLT

Finance Manager

20. Review all outstanding Internal Audit recommendations and regularly 
update  Covalent with progress and implementation of improved 
controls.

High Agreed

31 May 2018

CLT

LMG

21. Include a status report of Internal Audit recommendations and actions as 
a standard agenda item on the CLT monthly meetings.

High Agreed. The scope of this will be expanded to incorporate progress against 
items contained in the Action Plan which forms part of 2016/17 Annual 
Governance Statement.

From 1 April 2018

CLT
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Appendix B:  Key issues and recommendations continued
No. Issue and recommendation Priority Management response/ responsible office / due date

22. Ensure the timeliness of the financial statements is improved with the aim 
of producing accounts with high quality supporting working papers within 
statutory deadlines.

High Achievement of this objective by 31 May for 2017/18 is now very 
challenging. Planned timescales are being reviewed and consideration is 
being given to designating 31 July as the latest date by which the Draft 
Statement, together with full supporting working papers, will be completed, 
while continuing to aim for completion by an earlier date. A factor in this is 
the need to ensure that a demonstrably achievable date is fixed, in order to 
allow the Council’s auditors to plan to resource their own work and avoid 
the risk of those plans being disrupted by non-delivery. This will be 
accompanied by the clear objective and commitment that this will be a 
stepping stone to achievement of the statutory deadline for the following 
year.

No later than 31 July 2018 for 2017/18

31 May 2019 for 2018/19

Finance Manager
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