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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 Oldham Metropolitan Borough 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 Audit 

Committee, as those charged with governance, in our Audit Findings Report on 14 

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 have given an unqualified opinion on the Council's financial statements on 15 

July 2016. 

 

Value for money conclusion 

We are 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 2016. We reflected this in our audit opinion on 15 July 2016. 

 

Use of additional powers and duties 

We have not identified any issues that have required us to apply our statutory 

powers and duties under the Local Government Audit and Accountability Act 

2014 

 

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 Oldham 

Metropolitan Borough Council in accordance with the requirements of the Code 

on 19 October 2016, upon completion of the whole of government accounts audit. 
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Overall review of 

financial 

statements 

 

 

 

Certification of grants 

We also carry out work to certify the Council's Housing Benefit subsidy claim on 

behalf of the Department for Work and Pensions. Our work on this claim is not 

yet complete and will be finalised by 30 November 2016. We will report the results 

of this work to the Council's Audit Committee on 15 December 2016 in our 

Annual Certification Letter. 

 

Working with the Council 

During the year we have met regularly with the Director of Finance, Senior finance 

team and Audit Committee. We have continued to share the firm's national 

publications and provide thought leadership in emerging issues that impact on the 

public sector.  

 

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 

£9,678,000, which is 1.75% 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 senior officer 

remuneration, members allowances and audit fee. 

  

We set a lower threshold of £484,000, above which we reported errors to the 

Audit 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, 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'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 

Overall review of 

financial 

statements 

 

 

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

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 ISA240 and the nature of the revenue streams at the Council, we  

determined that the risk of fraud arising from revenue recognition could be rebutted, because: 

• there is little incentive to manipulate revenue recognition; and 

• opportunities to manipulate revenue recognition are very limited. 

 

We did not identify any issues to report. 

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. 

 

Our audit work included:. 

• review of entity controls  

• testing of journal entries 

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

• review of any unusual significant transactions 

 

We did not identify any issues to report.  

The expenditure cycle includes fraudulent expenditure 

recognition 

 

Practice Note 10 recommends that  auditors of public sector 

bodies consider the risk of fraudulent financial reporting from the 

manipulation  of expenditure recognition in order to 

inappropriately match expenditure with available resources. 

We carried out the following procedures: 

• updated  our understanding and documentation of  the processes and controls in place  to account for 

operating expenses, and  carried out a walkthrough of key controls to ensure they operated as we expected  

• substantive testing  of a sample of  operating  expenses  and year end payables / accruals to source 

documents  to ensure valid spend. 

• a  search for unrecorded liabilities by performing cut off testing on post year end payments for April and May 

 

We did not identify any issues to report.  
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Audit of  the accounts 

Overall review of 

financial 

statements 

 

 

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

Valuation of property plant and equipment (PPE), surplus 

assets and investment property and fair value disclosures 

under IFRS 13 

The CIPFA Code of Practice requires that the Council ensures 

that the carrying value of PPE at the balance sheet date is not 

materially different from current value.  This represents a 

significant estimate by management in the financial statements. 

In addition. the Code has implemented IFRS 13 for the 2015/16 

financial statements. The Council is required to include surplus 

assets within property, plant and equipment in its financial 

statements at fair value, as defined by IFRS13.  

The basis on which fair value is defined for investment property is 

also different to that used in previous years.  

This represents a significant change in the basis for estimation of 

these balances in the financial statements.  

Our work included 

 reviewing management's processes and assumptions for the calculation of the estimate 

 Reviewing the competence, expertise and objectivity of management 's valuers 

 reviewing the instructions issued to the valuers and the scope of their work 

 testing of revaluations made during the year to ensure they were input correctly into the Council's asset 

register 

 reviewing the disclosures made by the Council in its financial statements to ensure they were in accordance 

with the requirements of the CIPFA Code of Practice and IFRS 13. 

 

We did not identify any issues to report. 

Valuation of pension fund net liability 

 

The Council's pension fund asset and liability as reflected in its 

balance sheet and represent significant estimates in the financial 

statements. 

 

The Council prepared its draft financial statements based on an 

early report from the Actuary, using assumptions applicable at 

the end of February 2016. 

Our work included 

 identifying and assessing the controls in place to ensure the pension fund liability was not materially 

misstated 

 reviewing the competence, expertise and objectivity of the actuary who carried out the Council's pension 

fund valuation 

 gaining an understanding of the basis on which the IAS 19 valuation was carried out, undertaking 

procedures to confirm the reasonableness of the actuarial assumptions made 

 confirming that the revised Actuary's report, providing estimates based on information available to 31/3/16, is 

materially different to the original estimate and agreeing with management that the accounts should be 

amended to reflect the revised actuarial figures 

 reviewing  the consistency of the pension fund asset and liability and disclosures in notes to the financial 

statements with the actuarial report. 

 

We did not identify any issues to report. 

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 

Overall review of 

financial 

statements 

 

 

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

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

Employee remuneration 

This is a significant proportion of expenditure. We test  to 

ensure  this has been  paid and recognised in the accounts 

correctly. 

Our audit procedures included 

• updating our understanding and documentation of processes and controls in place in the payroll system 

• performing walkthrough tests to confirm the design and operation of the controls 

• testing monthly payroll reconciliations to confirm that payroll totals are accurately and completely recorded in the 

general ledger  

• substantive testing of a sample of employee remuneration payments to confirm that employees exist, were paid 

correctly and recorded in the general ledger , including testing  of enhancements and employer contributions 

• performing a monthly trend analysis to identify any months with unusually high or low pay levels 

 

We did not identify any issues to report. 

 

Operating  expenses 

This is a significant proportion of expenditure. We test  to 

ensure  this has been  paid and recognised in the 

accounts correctly. 

 

Our audit procedures included:: 

• updating  our understanding and documentation of the processes and controls in place  in the accounts payable  

system 

• performing  walkthrough tests to confirm the design and operation of  the controls 

• reviewing the Council's process for identifying and processing accruals 

• testing of control account reconciliations 

• substantive testing  of  a sample of  operating  expenses  and year end payables / accruals to  supporting 

evidence 

• testing a sample of payments in the new year  (April and May) to confirm they had been accounted for in the 

correct year. 

 

We did not identify any issues to report. 
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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 15 July 2016, well in 

advance of the 30 September 2016 national deadline. 

 

The Council made the accounts available for audit on 14 April in line with the 

agreed early timetable, and provided a good set of working papers to support 

them. Many of the working papers were available for review in advance of 

receiving the financial statements. 

 

The finance team responded promptly and efficiently to our queries during the 

course of the audit. 

 

The Council prepared the draft accounts based on the latest available actuarial 

information in relation to pension scheme accounting entries, which was current at 

February 2016.  As in previous years, a more up to date calculation of pension 

scheme accounting entries was received from the Actuary, in April 2016, and we 

agreed with the Council that the draft accounts should be amended for these 

revised estimates before issuing the accounts for public inspection. 

 

We reported the key issues from our  'substantially complete' audit of the accounts  

to the Council's Audit Committee, on 16 May 2016. 

 

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

• the draft accounts only required amendments to disclosure notes and the 

working papers provided to us were of a high quality 

• finance staff responded promptly to all audit queries in line with agreed 

protocols, contributing to a prompt completion of the audit in line with 

previous years. 

• our audit did not identify any further adjustments affecting the Council's 

expenditure or level of useable reserves. 

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 did not identify any issues for the group auditor to consider.  

 

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 have no matters to 

report. 
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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 risk we identified 

and the work we performed is set out in the table overleaf.  

 

Overall VfM conclusion 

We are satisfied that, in all significant respects, the Council put in place proper 

arrangements to secure economy, efficiency and effectiveness in its use of 

resources, for the year ending 31 March 2016.  
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Value for Money conclusion 

Overall review of 

financial 

statements 

Significant risk Work to address Findings and conclusions 

Health & Social Care 

Integration 

The Council is seeking to 

deliver wide-ranging changes 

and greater integration to 

ensure the financial 

sustainability of adult health and 

social care services. This 

requires working with partners 

from different organisations and 

service areas with potentially 

conflicting priorities.  

 

 

 

We reviewed the project 

management and risk 

assurance frameworks put in 

place by the Council to 

establish how it is identifying, 

managing and monitoring 

these risks and working with 

the CCG towards the delivery 

of integrated health and social 

care within the Borough 

through the Better Care Fund 

(BCF). 

The Better Care Fund partnership arrangement has been established through a formal  Section 75  agreement  

between the Council and Oldham CCG, which provides a sound basis for partnership working and delivery of the 

£16m  BCF.  

 

The partnership has established a recognised and clear governance framework that aligns with both the Oldham 

Council Cabinet and  the CCG Governing Body. Each of the BCF work-streams is led by a recognised lead and  

a team with representation from each of the partnership organisations concerned. 

 

Management of the BCF partnership has been vested in the Health and Wellbeing Board (HWBB) which  

operates within a framework (as opposed to a terms of reference) and has been in operation since April 2013.  

 

The partners have also established the Integrated Commissioning Partnership Board (ICPB) tasked  with 

facilitating integration and joint commissioning across all areas of health, wellbeing and social care, alongside the 

Council's Cabinet and the CCG Governing Body. 

 

The BCF Assurance Group has been formed to regulate the fund and address operational issues. Convening 

fortnightly with representatives from both partners  this group is tasked with ensuring that the milestones and 

desired outcomes for each programme are delivered. 

 

The ICPB has oversight of the delivery of the BCF  ensuring milestones and outcomes of the programme are 

delivered and risks associated with BCF  workstreams are managed.  

 

The ICPB has established a terms of reference that strengthens a previous partnership agreement. The terms of 

reference set out the arrangements in place with regard to governance, financial management and risk 

management whilst also defining how those activities will function through the ICPB as the primary coordinating 

body for integrated commissioning. This group (as per the terms of reference) convenes on a monthly basis and 

must include two voting members from each partner organisation in order to be quorate.  

 

Implementing the BCF in Oldham has brought health and social care closer together and is a crucial platform for 

further integration, alongside the  Locality Plan for Oldham for the development of  the Accountable Care 

Management Organisation (ACMO).  

 

On that basis, we concluded that the risk was sufficiently mitigated and the Council has proper 

arrangements in place. 

VFM Risks 
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Working with the Council 

Overall review of 

financial 

statements 

Our work with you in 2015/16 

 

We continue to enjoy a positive and constructive relationship with the 

Council. 

 

An efficient audit – we reported the audit as substantially complete on 

the 16th May, well ahead of the deadline, and issued our opinion on the 

15th July, the earliest date possible under the new statutory requirements 

for public inspection. We delivered the accounts audit in line with the 

timescale we agreed, releasing the Council’s finance team for other 

important work.  

 

Understanding your operational health – through the value for money 

conclusion we provided the Council with assurance on its operational 

effectiveness.  

 

Sharing our insight – we provided regular updates to the Audit and 

Standards Committee covering best practice.  Areas we covered included: 

• Innovation in public financial management, 

• Knowing the Ropes – Audit Committee; Effectiveness Review 

• Making devolution work 

• Re-forging local government. 

 

 

 

 

 

 

Thought leadership – We have  shared our publication on Building a 

successful joint venture and will continue to support you as you consider 

greater use of alternative delivery models for your services.  

 

Providing training – we provided representatives of the Council’s finance 

team  with training on financial accounts and annual reporting at our annual 

Chief Accountant's Workshop.   

 

Providing information – Alongside our national publications, we  have 

shared data analytics information as follows: 

 

• Place Analytics -  highlighting health and social conditions and lifestyle 

needs in the Oldham area 

• CFO Insights, our online analysis tool provides access to insight on the 

financial performance, socio-economy context and service outcomes of 

councils across the country.   

 

.   
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Working with the Council 

Overall review of 

financial 

statements 

 

 

 

Working with the Council in 2016/17 

Highways Network Asset 

 

The Code of Practice on Local Authority Accounting (the Code) requires 

authorities to account for Highways Network Asset  (HNA) at depreciated 

replacement cost (DRC) from 1 April 2016. The Code sets out the key 

principles but also requires compliance with the requirements of the 

recently published Code of Practice on the Highways Network Asset (the 

HNA Code), which defines the assets or components that will comprise the 

HNA. This includes roads, footways, structures such as bridges, street 

lighting, street furniture and associated land. These assets should always 

have been recognised within Infrastructure Assets.  

 

The Code includes transitional arrangements for the change in asset 

classification and the basis of measurement from depreciated historic cost 

(DHC) to DRC under which these assets  will be separated from other 

infrastructure assets, which will continue to be measured at DHC.  

  

This is expected to have a significant impact on the Council's 2016/17 

accounts, both in values and levels of disclosure, and may require 

considerable work to establish the opening inventory and condition of the 

HNA as at 1 April 2016. 

 

Under the current basis of accounting values will only have been recorded 

against individual assets or components acquired after the inception of 

capital accounting for infrastructure assets by local authorities.  Authorities 

may therefore have to develop new accounting records to support the 

change in classification and valuation of the HNA.  

 

 

 

 

 

 

 

 

 

 

The nature of these changes means that Finance officers will need to work closely 

with colleagues in the highways department and potentially also to engage other 

specialists to support this work. 

 

Some of the calculations are likely to be complex and will involve the use of 

external models, a combination of national and locally generated rates and a 

number of significant estimates and assumptions. 

 

We have been working with the Council on the accounting, financial reporting 

and audit assurance implications arising from these changes. We have issued two 

Client Briefings which we have shared with you.  We will issue further briefings 

during the coming year to update the Council on key developments and emerging 

issues. 

 

This significant accounting development is likely to be a significant risk for our 

2016/17 audit, so we have already had some preliminary discussions with the 

Council to assess the progress it is making in this respect. Our discussions with 

Council Officers to date has highlighted the following  

• The Council has had an implementation plan in place since 2014/15 and is 

well advanced  in preparing for the recognition of Highways Infrastructure 

Assets and  the required disclosures in its 2016/17 financial statements 

• The Council has invested significant Finance and Highways staff resources in 

ensuring inventory, accounting records and condition surveys are completed 

in time. 

• We have agreed to carry out early work in this area to assist the early 

closedown of the accounts. 

 

We will continue to liaise closely with the senior finance team during 2016/17 on 

this important accounting development, with timely feedback on any emerging 

issues.  

 

The audit risks associated with this new development and the work we plan to 

carry out to address them will be reflected in our 2016/17 audit plan. 
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Appendix A: Reports issued and fees 

Fees 

Planned 

£ 

Actual fees  

£ 

2014/15 fees  

£ 

Statutory audit of Council 135,621 135,621 180,830 

Housing Benefit Grant Certification  

 

13,361 *13,361 21,740 

Total fees (excluding VAT) 148,982 148,982 202,570 

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

Fees for other services 

Service Fees £ 

Audit related services: 

Teachers' Pension Return Audit 

 

4,200 

Non-audit services:  None 0 

Total fees (excluding VAT) 4,200 

Reports issued 

Report Date issued 

Audit Plan March 2016 

Audit Findings Report  (final) July 2016 

Whole of Government Accounts return October 2016 

Annual Audit Letter October 2016 

*Housing Benefit Grant Certification work is still underway. The final fee will be confirmed in 

due course. 

Subsidiary companies 

Grant Thornton UK LLP also provides audit and other services to the 

wholly owned subsidiary companies Oldham Care and Support Ltd 

and Oldham Care and Support at Home Ltd, for fees totalling 

£22,350. This is a separate engagement outside the remit of Public 

Sector Audit Appointments Limited. 
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