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Executive summary 

Overall review of 

financial 

statements 

Purpose of this letter 

Our Annual Audit Letter (Letter) summarises the key findings arising from the 

work that we have carried out at Buckinghamshire County Council (the Council 

for the year ended 31 March 2016. 

 

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 Regulatory 

and Audit Committee as those charged with governance in our Audit Findings 

Report on 28 July 2016. 

 

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 your financial statements on 28 July 2016. 

 

Value for money conclusion 

In August 2014, a report on the inspection of services for children in need of help 

and protection, looked after children and care leavers, and review of effectiveness 

of the Local Safeguarding Children Board, concluded that, overall, children's 

services in Buckinghamshire County Council were judged to be inadequate. You 

have made significant efforts to address the findings identified by the inspection. 

In February 2016, the Minister of State for Children and Families wrote to you and 

recognised that the Council had made "significant efforts” to address the 

recommendations made by Ofsted, but concluded that further improvements were 

still needed. 

 

This matter is evidence of weaknesses in proper arrangements for understanding 

and using appropriate and reliable financial and performance information to 

support informed decision making and performance management, and for 

planning, organising and developing the workforce effectively to deliver strategic 

priorities.  

 

Based on our review, with the exception of the matter set out above in relation to 

arrangements for management of children’s services, we were satisfied that in all 

significant respects you have put in place proper arrangements to secure economy, 

efficiency and effectiveness in your use of resources for the year ended 31 March 

2016. 
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Overall review of 

financial 

statements 

Whole of government accounts  

We completed work on the Council's consolidation return following guidance 

issued by the NAO and issued an unqualified report on 19 October 2016.  

 

Certificate 

We certified that we had completed the audit of the accounts of Buckinghamshire 

County Council in accordance with the requirements of the Code on 19 October 

2016.  

 

Other work completed  

In August 2016, we performed an independent review of the Council’s submission 

to DCLG for options appraisal for reorganising local government in 

Buckinghamshire. 

 

We have also been engaged to complete two pieces of certification work for the 

Council. We performed testing of Skills Funding Agency sub-commissioning 

arrangements in January 2016 line with the requirements of the SFA. We are also 

currently completing review of the Council’s return to the Teachers’ Pension 

Agency for 2015/16 and anticipate that this work will be completed in advance of 

the 30 November 2016 deadline for this work. 

 

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 

October 2016 
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Audit of  the accounts 

Overall review of 

financial 

statements 

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 £15,026k 

which is 2% of the Council’s 2014/15 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.  

  

Pension Fund 

For the audit of the Buckinghamshire Pension Fund accounts, we determined 

materiality to be £22,058k, which is 1% of the Fund's net assets as at 31 March 

2015. We used this benchmark, as in our view, users of the Pension Fund accounts 

are most interested in the value of assets available to fund pension benefits. 

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, have been consistently 

applied and adequately disclosed;  

• significant accounting estimates made by management are reasonable; and 

• the overall presentation of the financial statements gives a true and fair view. 

 

We also read the narrative report and annual governance statement to check 

they are consistent with our understanding of the Council and with the accounts 

on which we give our opinion. 

  

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 

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 - Council 

Overall review of 

financial 

statements 

 

 

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

The revenue cycle includes fraudulent transactions 

Under ISA (UK&I) 240 there is a presumed risk that revenue 

may be misstated due to the improper recognition of revenue.  

This presumption can be rebutted if the auditor concludes that 

there is no risk of material misstatement due to fraud relating to 

revenue recognition. 

Having considered the risk factors set out in ISA 240 and the nature of the revenue streams at  Buckinghamshire 

County Council, we determined that the risk of fraud arising from revenue recognition can be rebutted, because: 

• there is little incentive to manipulate revenue recognition 

• opportunities to manipulate revenue recognition are very limited; and 

• the culture and ethical frameworks of local authorities, including Buckinghamshire County Council, mean that 

all forms of fraud are seen as unacceptable. 

 

We tested all of the Council’s material revenue streams and noted no indicators of fraudulent 

transactions from our work performed. 

Management over-ride of controls 

Under ISA (UK&I) 240 it is presumed  that the risk of  

management  over-ride of controls is present in all entities. 

 

 

We have undertaken the following work in response to this risk: 

• risk-based testing of journal entries 

• review of accounting estimates, judgements and decisions made by management 

• review of unusual significant transactions 

 

Our audit work did not identify any evidence of management over-ride of controls.  

These are the risks which had the greatest impact on our overall strategy and where we focused more of our work.  
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Audit of  the accounts - Council 

Overall review of 

financial 

statements 

 

 

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

Valuation of property, plant and equipment 

The Council re-values it’s 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 the current value. This represents a significant 

estimate by management in the financial statements. 

• Agreement of revaluation adjustments to the report of the external valuer 

• Review of the appropriateness of the methodology and assumptions applied in performance of revaluations 

• Review of management's processes and assumptions for the calculation of the estimate. 

• Review of the competence, expertise and objectivity of any management experts used. 

• Review of the instructions issued to valuation experts and the scope of their work 

• Discussions with the Council’s external valuer about the basis on which the valuation was carried out, 

challenging the key assumptions. 

• Review and challenge of the information used by the valuer to ensure it was robust and consistent with our 

understanding. 

• Testing of revaluations made during the year to ensure they were input correctly into your asset register 

• Evaluation of the assumptions made by management for those assets not re-valued during the year and how 

management satisfied themselves that these  were not materially different to current value. 

 

We noted a £2m  presentational error in relation to the upward and downward revaluation movements to 

the revaluation reserve as disclosed within Note 26 “Unusable Reserves”. 

We identified errors in the useful lives recorded on the fixed asset register. These resulted in a £3.9m 

overstatement of the depreciation charge for the year and corresponding understatement of the closing 

property, plant and equipment valuation. 

In all other respects, our audit work identified no significant issues in relation to this risk. 

Valuation of pension fund net liability 

The pension fund asset and liability as reflected in its balance 

sheet represent significant estimates in the financial statements. 

• We identified the controls put in place by management to ensure that the pension fund liability is not 

materially misstated. We also assessed whether these controls were implemented as expected and whether 

they were sufficient to mitigate the risk of material misstatement. 

• We reviewed the competence, expertise and objectivity of the actuary who carried out the pension fund 

valuation. We gained an understanding of the basis on which the valuation is carried out. 

• We undertook procedures to confirm the reasonableness of the actuarial assumptions made. 

• We reviewed the consistency of the pension fund asset and liability and disclosures in notes to the financial 

statements with the actuarial report from the actuary. 

 

Our audit work identified no significant issues in relation to this risk. 
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Audit of  the accounts – Pension Fund 

Overall review of 

financial 

statements 

 

 

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

The revenue cycle includes fraudulent transactions 

Under ISA (UK&I) 240 there is a presumed risk that revenue 

may be misstated due to the improper recognition of revenue.  

This presumption can be rebutted if the auditor concludes that 

there is no risk of material misstatement due to fraud relating to 

revenue recognition. 

Having considered the risk factors set out in ISA 240 and the nature of the revenue streams of Buckinghamshire 

Pension Fund, we determined that the risk of fraud arising from revenue recognition can be rebutted, because: 

• there is little incentive to manipulate revenue recognition 

• opportunities to manipulate revenue recognition are very limited; and 

• the culture and ethical frameworks of local authorities, including Buckinghamshire County Council, mean that 

all forms of fraud are seen as unacceptable. 

 

We tested all of the Fund’s material revenue streams and noted no indicators of fraudulent transactions 

from our work performed. 

Management over-ride of controls 

Under ISA (UK&I) 240 it is presumed  that the risk of  

management  over-ride of controls is present in all entities. 

 

We have undertaken the following work in response to this risk: 

• risk-based testing of journal entries 

• review of accounting estimates, judgements and decisions made by management 

• review of unusual significant transactions 

 

Our audit work did not identify any evidence of management over-ride of controls.  

These are the risks which had the greatest impact on our overall strategy and where we focused more of our work on the audit of the pension fund. 
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Audit of  the accounts – Pension Fund 

Overall review of 

financial 

statements 

 

 

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

Valuation of level 3 investments 

Under ISA(UK&I) 315 significant risks often relate to significant 

non-routine transactions and judgemental matters.  Level 3 

investments by their very nature require a significant degree of 

judgement to reach an appropriate valuation at year end. 

We undertook the following in relation to this risk: 

• Completed walkthrough tests of controls on investments.   

• Tested a sample of investments by obtaining and reviewing the audited accounts at latest date for individual 

investments and agreeing these to the fund manager reports at that date. Those values were then reconciled 

to the values at 31 March with reference to known movements in the intervening period. 

• Reviewed the qualifications of fund managers as experts to value the level 3 investments at year end and 

gain an understanding of how  the valuation of these investments has been reached. 

• Reviewed the nature and basis of estimated values and considered what controls are in place and what 

assurance management has over the year end valuations provided for these types of investments. 

• Reviewed the competence, expertise and objectivity of any management experts used. 

 

From the work performed we noted that: 

• The Legal & General indexed equity and bond funds should be reclassified as level 1 

investments 

• The Aviva investment portfolio in unit trust and indirect property investments should be 

reclassified as level 2 investments 

• The Royal London Asset Management Sterling EX Y BD-Z fund should be reclassified as level 1 

investments.  

Our audit noted no other concerns in relation to the valuation of Level 3 investments. 
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Audit of  the accounts 

Overall review of 

financial 

statements 

Audit opinion 

We gave an unqualified opinion on the Council’s accounts on 28 July 2016, over 

two months in advance of the 30 September 2016 national deadline. 

 

The draft accounts were prepared to a high standard of quality with only minimal 

audit findings arising from our work. The Council made the accounts available for 

audit in line with the agreed timetable, and provided a good set of working papers 

to support them. The finance team responded promptly and efficiently to our 

queries during the course of the audit. 

 

The bringing forward of the accounts preparation process to achieve early closure 

of the audit was largely successful and the completion of the audit was brought 

forward to the end of July with comparatively few issues arising. 

 

Issues arising from the audit of the accounts 

We reported the key issues from our audit of the accounts of the Council to the 

Council’s Regulatory and Committee on 28 September 2016.  

 

In addition to the key audit risks reported above, we identified the following issues 

during our audit that we have asked the Council’s management to address for the 

next financial year: 

• There were a number of vehicles included within the opening property, plant 

and equipment balance as at 1 April that had been disposed of in previous years 

but not written out of the asset register. 

• Controls in place for ensuring that the asset register is updated for IT 

equipment that has been taken out of use and needs to be de-recognised are 

not adequate. 

• We identified that a large number of useful lives for land and building assets 

recorded on the Fixed Asset Register were not recorded correctly. 

• Some school bank reconciliations are not prepared on time and did not set out 

a proper reconciliation to the general ledger. 

  

 

 

Pension fund accounts  

We also reported the key issues from our audit of accounts of the Pension Fund 

hosted by the Council to the Council’s Regulatory and Audit Committee on 28 

July 2016.  

 

In addition to the key audit risks reported above, we noted that for a number of 

new starters to the pension scheme, statutory notice letters had not been sent 

out as at the time of the audit despite the new starters having been employed 

for several months. We recommended that statutory notice letters for new 

starters should be sent out in a timely manner. 

 

Annual Governance Statement and Narrative Report 

We are also required to review the Council’s Annual Governance Statement and 

Narrative Report. It published them on its website with the draft accounts in 

line with the national deadlines.  

 

Both documents were prepared in line with the relevant guidance and were 

consistent with  the supporting evidence provided by the Council and with our 

knowledge of the Council. 

 

Whole of Government Accounts (WGA) 

We carried out work on the Council’s consolidation schedule in line with 

instructions provided by the NAO . We issued a group assurance certificate 

which gave an unqualified conclusion on the WGA consolidation pack. 
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Value for Money conclusion 

Overall review of 

financial 

statements 

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 2015 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 in the table on the following page. 

 

Overall VfM conclusion 

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 2016.  

 

Basis for qualified conclusion 

In considering the Authority's arrangements for securing efficiency, economy and 

effectiveness we identified the following matter: 

  

• In August 2014, Ofsted issued its report on the inspection of the Authority's 

services for children in need of help and protection, children looked after and 

care leavers. The overall judgement was that children's services were rated as 

inadequate. 

• Reviews of children’s services undertaken by the Local Government 

Association in the form of a peer review in October 2015 and the 

Department of Education in January 2016 found that progress had been 

made in response to the Ofsted findings, but that further improvements 

were required in a number of areas.   Following these reviews, the Minister 

of State for Children and Families wrote to the Council in February 2016, 

confirming that, although the Council had made "significant efforts” to 

address the recommendations made by Ofsted, further improvements were 

still needed, and the Council remained subject to intervention by the 

Department for Education. 

  

This matter is evidence of weaknesses in proper arrangements for 

understanding and using appropriate and reliable financial and performance 

information to support informed decision making and performance 

management, and for planning, organising and developing the workforce 

effectively to deliver strategic priorities. 
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Value for Money  

Overall review of 

financial 

statements 

 

 

 

Risk identified Work carried out Findings and conclusions 

Ofsted inspection of children's 

services 

Ofsted issued a report on your 

children's services in August 2014 

which rated these as 'inadequate'. 

The Council is currently subject to 

follow up review. 

We discussed with the Managing Director of Children’s 

Social Care & Learning and other relevant officers 

developments during the year. We also reviewed 

reports taken to the Improvement Panel and 

correspondence with the Department for Education 

and took these into account in forming our conclusion.  

During 2015/16, the Council continued on the improvement journey to develop and 

improve children’s services in response to the findings identified by Ofsted. It 

continued to invest in developing the children’s services function and has ensured 

that delivering the improvement plan is a key priority. 

 

In October 2015, the Council asked the Local Government Association (LGA) to 

undertake a Peer Review of Children’s Safeguarding Services in Buckinghamshire. 

The review noted that improvements had been made in relation to the findings of 

Ofsted, but there remained a number of areas whether there is a need for further 

improvement, including around managing the pace of change and the need to ensure 

the consistency of good social work practice. 

 

Later in the year, the Department for Education visited to review progress and 

commissioned further case file auditing to be undertaken in January 2016. This 

review noted that in many areas your children’s services function is now performing at 

an acceptable level, though further improvements are still required before quality of 

service is sufficient across all areas. 

 

In February 2016, the Minister of State for Children and Families sent a letter to the 

Council stating that in light of the recent reviews of performance within children’s 

services the current level of DfE intervention at the Council would be maintained. The 

minister recognised that "significant efforts" had been made by the Council to address 

the concerns of Ofsted and that there were "clear signs of progress", but also 

highlighted further improvements were still needed. 

 

The Council continues to undertake work to improve its arrangements for managing 

risks effectively and maintaining a sound system of internal control, demonstrating 

and applying the principles and values of good governance, and planning, organising 

and developing the workforce effectively to deliver strategic priorities. It recognises 

that as at the year end children’s services were not yet performing consistently at a 

level that would be sufficient to avoid a qualified Ofsted rating. 

 

Whilst recognising the significant progress that the Council has made in 

response to the Ofsted report, in line with their strategic plan the work of the 

Council in these areas is on-going. In light of this we qualified our value for 

money conclusion respect of the economy, efficiency and effectiveness of 

children’s services. 
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Value for Money  

Overall review of 

financial 

statements 

 

 

 

Risk identified Work carried out Findings and conclusions 

Financial planning 

In light of the increasing pressures 

that you face, there is a risk that 

you will not be able to generate 

new revenue streams or deliver 

saving cuts of sufficient scale to 

maintain a balanced budget over 

the period covered by the medium 

term financial plan. 

We have reviewed recent performance against the 

budget and have considered the  reasonableness of 

the assumptions upon which the medium term 

financial plan (MTFP) is based. 

We noted that the Council has effective arrangements in place for financial planning 

and that it performed well in 2015/16 from a financial control perspective, delivering a 

small overspend of £0.36m while delivering significant savings to mitigate an £11.2m 

reduction in central government funding compared to the previous year. 

 

Though the Council has a strong recent track record on delivering budgets and 

savings plans, in common with other local authorities it faces a challenging financial 

settlement going forward.  The Council’s revenue support grant funding is set to fall 

from just over £60m in 2013/14 to zero by 2019/20 while over the same period 

demand for services is forecast to increase. The Council has spent considerable 

effort seeking to mitigate these risks in their medium term financial plans and, whilst 

the challenge increases year on year, have demonstrated a strong history of being 

able to meet these challenges and delivering planned financial targets. 

 

We concluded that the Council had adequate arrangements in place in relation 

to the risk identified. 

Contract management 

There is a risk that your contract 

management procedures do not 

allow you to procure and monitor 

supplies and services effectively. 

We have reviewed committee reports and other 

relevant documents, including the reports of internal 

audit, relating to the contract management 

arrangements in place. We have also reviewed 

documents relating to the Better Care Fund 

arrangements established in year with your health 

partners. 

During the year, the Council have taken significant steps to improve arrangements for 

effective contract management. In particular, management have responded 

appropriately to concerns raised in 2014/15 by internal audit around use of the 

Contract Management Application. 

 

2015/16 also saw the commencement of the Better Care Fund arrangements for 

Buckinghamshire. We noted no concerns in relation to contract management in the 

context of the new Better Care Fund structures and arrangements. 

 

We concluded that the Council had adequate arrangements in place in relation 

to the risk identified. 
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Value for Money  

Overall review of 

financial 

statements 

 

 

 

Risk identified Work carried out Findings and conclusions 

Future Shape 

There is a risk that governance 

arrangements in relation to the roll-

out of the Future Shape project 

and the extension of the 

programme to adults’ and 

children’s services will not be 

sufficient to deliver strategic 

priorities. 

We have reviewed committee reports and other 

relevant documents relating to the roll-out of Future 

Shape including plans relating to the roll-out of Future 

Shape to adults’ and children’s services. 

We noted that overall the implementation of the Future Shape programme has largely 

been a success and that the expected cultural changes and new ways of working are 

becoming embedded. 

 

We also reviewed the business cases for the implementation of Future Shape for 

children's and adult's services and are satisfied that the governance arrangements in 

place in relation to the implementation are reasonable. 

 

We noted however that the Future Shape implementation has exposed some legacy 

weaknesses in systems of internal control. This has lad to 50% of audits completed 

by internal audit in 2015/16 being given “limited assurance “ opinions and resulted in 

the Chief Internal Auditor issuing a qualified Head of Internal Audit opinion for the 

year. We reviewed internal audit reports for the year and were satisfied that none of 

the issues identified by internal audit were on a sufficient scale to give rise to a need 

for qualification of our Value for Money conclusion. 

 

We concluded that the Council had adequate arrangements in place in relation 

to the risk identified. 

 



© 2016 Grant Thornton UK LLP  |  The Annual Audit Letter for Buckinghamshire County Council | October 2016 15 

Appendix A: Reports issued and fees 

Fees 

Planned 

£ 

Actual fees  

£ 

2014/15 fees  

£ 

Statutory audit of Council 88,088 88,088 117,450 

Statutory audit of Pension Fund 25,033 25,033 25,033 

Audit of Buckinghamshire Care Group 18,000 18,000* 21,750 

Total fees (excluding VAT) 131,121 131,121 164,233 

We confirm below our final fees charged for the audit and provision of non-audit services. 

Fees for other services 

Service Fees £ 

Audit related services: 

• Certification of teachers pension return and testing of 

Skills Funding Agency sub-commissioning 

arrangements 

 

11,000 

Non-audit services 

• Tax services for Buckinghamshire Care group 

• Review and challenge of submission to DCLG for 

options appraisal for reorganising local government in 

Buckinghamshire 

 

3,750 

10,215 

Reports issued 

Report Date issued 

Audit Plan 3 February 2016 

Audit Findings Report 28 July 2016 

Annual Audit Letter 26 October 2016 

The proposed fees for the statutory audits of the Council and the 

Pension Fund for the year were in line with the scale fee set by Public 

Sector Audit Appointments Ltd (PSAA) 

 

* the audit of Buckinghamshire Care is currently in progress and the final 

fee will be determined on completion of the audit 



© 2016 Grant Thornton UK LLP  |  The Annual Audit Letter for Buckinghamshire County Council | October 2016 

Back page 


