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This report is addressed to the Authority and has been prepared for the sole use of the Authority. 
We take no responsibility to any member of staff acting in their individual capacities, or to third 
parties. Public Sector Audit Appointments issued a document entitled Statement of 
Responsibilities of Auditors and Audited Bodies summarising where the responsibilities of 
auditors begin and end and what is expected from audited bodies. We draw your attention to this 
document which is available on Public Sector Audit Appointment’s website (www.psaa.co.uk).

External auditors do not act as a substitute for the audited body’s own responsibility for putting in 
place proper arrangements to ensure that public business is conducted in accordance with the 
law and proper standards, and that public money is safeguarded and properly accounted for, and 
used economically, efficiently and effectively.

We are committed to providing you with a high quality service. If you have any concerns or are 
dissatisfied with any part of KPMG’s work, in the first instance you should contact Rashpal 
Khangura, the engagement lead to the Authority, who will try to resolve your complaint. If you are 
dissatisfied with your response please contact the national lead partner for all of KPMG’s work 
under our contract with Public Sector Audit Appointments Limited, Andrew Sayers 
(andrew.sayers@kpmg.co.uk). After this, if you are still dissatisfied with how your complaint has 
been handled you can access PSAA’s complaints procedure by emailing 
generalenquiries@psaa.co.uk, by telephoning 020 7072 7445 or by writing to Public Sector Audit 
Appointments Limited, 3rd Floor, Local Government House, Smith Square, London, SW1P 3HZ.

The contacts at KPMG in 
connection with this report are:

Rashpal Khangura
Director
KPMG LLP (UK)

T: +44 113 231 3396
E: rashpal.khangura@kpmg.co.uk

Debra Chamberlain
Senior Manager
KPMG LLP (UK)

T: +44 161 246 4189
E: Debra.Chamberlain@kpmg.co.uk

Sarah Bafarea
Assistant Manager
KPMG LLP (UK)

T: +44 7775817861
E: Sarah.bafarea@kpmg.co.uk
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Summary 
This Annual Audit Letter 
summarises the outcome 
from our audit work at 
Bolton MBC in relation to the 
2016/17 audit year. Although 
it is addressed to Members 
of the Authority, it is also 
intended to communicate 
these key messages to key 
external stakeholders, 
including members of the 
public, and will be placed on 
the Authority’s website.

Section one

VFM conclusion

We issued qualified conclusion on an except for basis on the 
Authority’s arrangements to secure value for money (VFM 
conclusion) for 2016/17 on 25 September 2017. This means that we 
have concluded that in 2016/17, the Authority has made proper 
arrangements to ensure it took properly-informed decisions and 
deployed resources to achieve planned and sustainable outcomes 
for taxpayers and local people except for in relation to the 
arrangements for the use of the emergency power procedure within 
the Constitution.  

To arrive at our conclusion we looked at the Authority’s arrangements 
to make informed decision making, sustainable resource deployment 
and working with partners and third parties.

VFM risk areas

We undertook a risk assessment as part of our VFM audit work to 
identify the key areas impacting on our VFM conclusion and 
considered the arrangements you have put in place to mitigate these 
risks.

Our work identified the following matters:

Arrangements for the use of emergency power procedure 
within the Constitution 

As part of our work we have reviewed the arrangements to use the 
emergency power procedure within the Constitution.  This has 
specifically focused on the compliance of decisions with the 
Constitution and relevant good practice.  As part of this work we 
obtained legal advice on the processes used to make the decisions 
and the legality of the decisions made.  However we noted the 
following governance issues:

— There is no clear rationale documented as to why these decisions 
should be taken under the emergency powers procedure.  For 
example, why there is such urgency to the decision that means it 
has to go through the emergency powers procedure.

— There is no clear audit trail around the rationale as to whether the 
decisions made under the emergency power procedure are ‘key 
decisions’ or ‘other executive decisions’. To note the emergency 
powers process differs depending on the type of decision that it 
is.

— There is no evidence that relevant opposition members have 
been informed of the decision, which forms part of the procedure 
under the Council’s Constitution.

— There is no clear audit trail as to why standing orders have been 
waived in the course of the decision that has been made.

The Council has been proactive in making changes to the process 
including updating the Constitution and completing training sessions 
with officers and other staff to raise awareness of the process 
required throughout the Council.

Overall we are not satisfied the Authority had made proper 
arrangements to make informed decisions, when using its 
emergency power procedure within the Authority’s Constitution.  
Therefore e have qualified our VFM conclusion on an except for 
basis for this issue.
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Section one
Financial resilience in the local and national economy

The Authority will be required to make substantial savings over the 
next 3 years and, at the time of writing our External Audit Plan 
2016/17, were currently predicting a funding gap of around £43m 
over this time. The need for savings will continue to have a 
significant impact on the Authority’s financial resilience. 

We have reviewed the: 

- financial planning arrangements in place at the Authority.

- arrangements to prepare the medium term financial plan to 
assess whether key assumptions are in line with our 
expectations

- arrangements the Authority has implemented to achieve the 
savings that have been identified.

In 2016/17 the Authority had a net expenditure budget of £466m 
with cost savings of £24m.  The Authority has met its financial 
targets during the year with some overspend in corporate areas 
offset by underspends in relation to schools. 

The 2017-2019 budget was approved by Council in February 2017.  
The paper presented to the Council discussed the different 
assumptions used and how they had been applied to the budget.  
These assumptions are in line with our knowledge of the Council and 
our expectations within the sector.

We have reviewed the arrangements that the Council has in place to 
identify, implements and monitor cost savings.  We have found 
these arrangements to be appropriate and in line with our 
expectations.

As a result of our work we have not identified any issues that 
impacted on our VFM conclusion.

Arrangements regarding grant giving 

Following the publicity of the grant awarded to Asons by the Council, 
we identified arrangements regarding grant giving as a significant 
VFM risk. As part of our work we have: reviewed the arrangements 
the Council has in place to award grants; and tested a sample of 
grants to confirm compliance to relevant conditions and to monitor 
the delivery of outcomes from those awards. Through the work we 
have completed, we have not identified any issues in relation to the 
arrangements that the Council has in place to award grants.  We 
believe that the issues in relation to the award of the Asons grant 
was islolated and therefore did not impact on our VFM conclusion.

Audit opinion

We issued an unqualified opinion on the Authority’s financial 
statements on 25 September 2017. This means that we believe the 
financial statements give a true and fair view of the financial position 
of the Authority and of its expenditure and income for the year. 
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Section one

Financial statements audit

Our audit identified a total of one significant adjusted audit difference. The audit difference related to the incorrect 
recognition of the interchange asset in the balance sheet of the Council.  This asset actually sits on the balance sheet  
of PSP Ltd.

In addition, we identified a small number of presentational adjustments required to ensure that the accounts are 
compliant with the Code of Practice on Local Authority Accounting in the United Kingdom 2016/17 (‘the Code’). 

Other information accompanying the financial statements

Whilst not explicitly covered by our audit opinion, we review other information that accompanies the financial 
statements to consider its material consistency with the audited accounts. This year we reviewed the Annual 
Governance Statement and Narrative Report. We concluded that they were consistent with our understanding and 
did not identify any issues. We have made some comments in respect of the format and content of the Annual 
Governance Statement which the Authority agreed to amend where significant.

Whole of Government Accounts

We reviewed the consolidation pack which the Authority prepared to support the production of Whole of Government 
Accounts by HM Treasury. We reported that the Authority’s pack was consistent with the audited financial 
statements.

Other matters

We noted in the audit plan that both officers of the Council and members of the public contacted us regarding a grant 
payment to Asons solicitors and we considered this grant payment as part of our audit and specifically if this required 
us to exercise our wider powers.

We note this issue also resulted in us identifying two significant risks to our VFM conclusion – arrangements for grant 
giving and use of the emergency power procedure within the Constitution. We note as per our comments on the 
VFM risks, we will be issued an ‘except for’ conclusion in respect of the Council’s decisions making using the 
emergency power procedure.

In considering the Asons grant payment, we specifically noted some internal control issues related to:
- Considering legality in terms of state aid; 
- Due diligence on grant recipients; and
- Monitoring arrangements to ensure grant was used as intended.

We note further work did not identify these issues more widely on other grant payments.

In response to this the Council has:
- Proactively rectified weaknesses in the above controls; and
- Pursued Asons, through the provisions in the grant agreement, and recovered the full amount (£300k) that was 
initially paid.

Given the response of the Council and the fact there has been no financial loss to the public – there was no reason 
for us to exercise any of our wider powers.

Certificate

We issued our certificate on 25 September 2017. The certificate confirms that we have concluded the audit for 
2016/17 in accordance with the requirements of the Local Audit & Accountability Act 2014 and the Code of Audit 
Practice. 

Audit fee

Our final fee for the 2016/17 audit of the Authority is proposed to be £137,967. This compares to a planned fee of 
£121,104. Further detail is contained in Appendix 3.
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Key issues and recommendations
Appendix 1

No. H/M/L Issue and recommendation Management 
response/responsible 
officer/due date

1 1. Journals

There are no controls in place to enforce segregation of duties in 
relation to the posting of journals to the ledger.

There is a risk that fraudulent or erroneous journals are posted to the 
ledger, that go undetected.

Recommendation

We recommend that the Council explores ways to enforce 
segregation of duties between the posting and approval of journals.

Management Response

We will undertake a review of 
procedures to identify 
whether controls can be 
amended. 

Owner

Tony Glennon

Deadline

31 December 2017

2 M 2. School Bank Reconciliations

As part of the bank reconciliation process for school bank accounts -
the Council receives a pack including the bank reconciliations and 
supporting evidence from the schools. The general ledger balance for 
the month is not included in the pack, therefore we have been unable 
to agree the general ledger balance to source documentation.

Further, in our sample testing, two bank reconciliations had not been 
dated when prepared and three of the bank reconciliations were not 
clearly dated as reviewed by Bolton MBC

Recommendation

We recommend that the Council obtains evidence to support the 
general ledger balance within the bank reconciliation. 

We also recommend that all school bank reconciliations are marked 
clearly as dated when:

— prepared by the schools; and 

— reviewed by the council.

Management Response

Agreed

Owner

Lisa Butcher

Deadline

31 December 2017

H

M

LHigh Medium Low

M

M
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Follow up of previous recommendations
As part of our audit w ork w e follow ed up on the Authority’s progress against previous audit recommendations. We are 
pleased to report that the Authority has taken appropriate action to address the issues that w e have previously 
highlighted through high priority recommendations. 

3 M 3. Bank Reconciliations
As part of the Council process, hard copies of the bank reconciliations 
are signed and dated as reviewed.  However through our sample 
testing we were unable to find evidence of review of the 
reconciliation.

There is a risk that reconciliations are not reviewed which could lead 
to undetected issues in relation to the Council’s cash balance.

Recommendation

We understand that this is an isolated issue due to specific 
circumstances at the Council at that time.  We recommend that 
reviewed copies of all bank reconciliations are retained to provide an 
appropriate audit trail of the review. 

Management Response

Agreed

Owner

Tony Glennon

Deadline

31 December 2017

Appendix 1

Key issues and recommendations (cont.)

M
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Summary of reports issued
This appendix summarises the 
reports we issued since our last 
Annual Audit Letter.

These reports can be accessed 
via the Audit Committee 
agendas on the Council’s 
website at www.bolton.gov.uk. 

Appendix 2

Jan Feb Mar Apr2017

2017

January

February

March

April

May

June

July

August

September

October

The External Audit Plan set out our approach to the 
audit of the Council’s f inancial statements and to 
w ork to support the VFM conclusion. 

External Audit Plan

The Audit Fee Letter set out the proposed audit 
w ork and draft fee for the 2017/18 f inancial year. 

Audit Fee Letter 2017/18

The Auditor’s Report included our audit opinion on 
the f inancial statements (including the pension fund 
accounts) along w ith our VFM conclusion and our 
certif icate.

Auditor’s Report

The Report to Those Charged w ith Governance 
summarised the results of our audit w ork for 
2016/17 including key issues and recommendations 
raised as a result of our observations. The report 
incorporated the audit of the County Council and 
the Pension Fund.

We also provided the mandatory declarations 
required under auditing standards as part of this 
report.

Report to Those Charged with Governance

This Annual Audit Letter provides a summary of the 
results of our audit for 2016/17.

Annual Audit Letter

Certification of Grants and Returns 

This report summarised the outcome of our 
certif ication w ork on the Authority’s 2015/16 grants 
and returns.
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Audit fees

To ensure transparency about the extent of
our fee relationship with the Authority we have summarized 
below the outturn against the 2016/17 planned audit fee.

External audit

Our final fee for the 2016/17 audit of the Authority is 
proposed to be £137,967. This compares to a planned fee of 
£121,104.

The reasons for the variance (£16,863) is additional work in 
relation to:

- Considering additional VFM risks,

- Qualifying the VFM conclusion; and 

- Considering if we needed to exercise our wider reporting 
responsibilities in response to the issue regarding the 
Asons grant (more information is included on the page 5 
of this report).

We note the variation is subject to final determination by 
Public Sector Audit Appointments.

Certification of grants and returns

Under our terms of engagement with Public Sector Audit 
Appointments we undertake prescribed work in order to 
certify the Authority’s housing benefit grant claim. This 
certification work is still ongoing. The final fee will be 
confirmed through our reporting on the outcome of that 
work in January 2018. 

Other services

We charged the following fees for work not related to our 
responsibilities under the Code of Audit Practice:

- £2k for Market Service Charge review; and

- £20k in total for Grants and Returns (Teachers Pensions 
Contributions and Skills Funding Agency).

Appendix 3

External audit fees 2016/17 
(£’000)

Audit fee

Pension 
Fund 
audit fee

Audit-
related 
services 

Non-audit 
work

This appendix provides information on our 
fees for the 2016/17 audit.
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