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Executive summary
Purpose of this letter
Our Annual Audit Letter (Letter) summarises the key findings arising from the 
work we have carried out at Bournemouth Borough Council (the Council) for the 
year ended 31 March 2017.
This Letter provides a commentary on the results of our work to the Council and 
its external stakeholders, and highlights issues 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 30 August 2017.
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 30 August 
2017.
Value for money conclusion
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. We reflected this in our audit opinion on 30 August 2017.
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Use of additional powers and duties 
We are required under the Act to give electors the opportunity to raise questions 
about the Council's accounts and we consider and decide upon objections received 
in relation to the accounts. 
We received an objection from a local elector relating to Senior Officer 
Remuneration. We responded to the questions raised by the local elector. We are 
satisfied that the Senior Officer Remuneration disclosures within the 2016/17 
financial statements are fairly stated.
We were therefore able to certify the audit as closed on 12 September 2017.
Whole of government accounts 
We completed our work on the Council's consolidation return following guidance 
issued by the NAO and issued an unqualified report on 30 August 2017. 
Certificate
We certified that we had completed the audit of the accounts of Bournemouth 
Borough in accordance with the requirements of the Code on 12 September 2017.
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 2017. We will report the results 
of this work to the Audit and Governance Committee in  our Annual Certification 
Letter.

Working with the Council
From 2017/18, the statutory deadlines for preparation and audit of the financial 
statements will be brought forward and the Council will be required to produce draft 
statements by 31 May, and secure an audit opinion by 31 July 2018.
We will work in partnership with the Council to complete a substantial amount of early 
audit testing prior to March 2018 which will help to drive efficiencies within the year 
end audit process.
Moving towards an earlier deadline, particularly within the more complex environment 
within which you now operate, will require an element of redesign of some of the 
closedown processes, arrangements and internal business processes. The Council are 
currently reviewing the finance structure and financial processes as part of joint working 
with the Borough of Poole. We have worked with many large clients to successfully 
implement faster close and will continue to work with the Council during the coming 
year to support the Council in achieving the earlier deadlines. The fact that the final 
audit was completed within a month of the audit commencement augurs well for 
2017/18.
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 2017
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Audit of  the accounts
Our audit approach
Materiality
In our audit of the Council's accounts, we applied the concept of materiality to 
determine the nature, timing and extent of our work, and to evaluate 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 
£10.1million, which is 2% 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 set a lower threshold of £506,000, 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 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 the Chief Financial Officer 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 
included in the Statement of Accounts on which we gave 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.



© 2017 Grant Thornton UK LLP  |  The Annual Audit Letter for  Bournemouth Borough Council   | October 2017 6

Audit of  the accounts - Council

Risks identified in our audit 
plan How we responded to the risk Findings and conclusions
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 
Bournemouth Borough Council, we have 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 Bournemouth Borough Council, 

mean that all forms of fraud are seen as unacceptable.

Our audit work has not identified any 
issues in respect of revenue recognition.

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.

As part of our work to address this risk we:
• reviewed entity controls
• reviewed journal entry process and selection of unusual journal entries for testing back to 

supporting documentation
• Reviewed  accounting estimates, judgements and decisions made by management
• reviewed  unusual significant transactions.

Our audit work has not identified 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

Risks identified in our audit 
plan How we responded to the risk Findings and conclusions
Valuation of property, plant 
and equipment
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 the current value. 
This represents a significant 
estimate by management in the 
financial statements.

As part of our work to address this risk we:
• reviewed management's processes and assumptions for the calculation of the estimate
• reviewed the competence, expertise and objectivity of any management experts used
• reviewed the instructions issued to the valuation experts and the scope of their work
• discussions with valuer about the basis on which the valuation is carried out and challenged the 

key assumptions
• walkthrough testing of an example property transaction to confirm our understanding
• review and challenge of the information used by the valuer to ensure it is robust and consistent 

with our understanding
• testing of revaluations made during the year to ensure they are input correctly into the Council's 

asset register
• evaluation of 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

• reconciled the asset register to the accounts.

Our audit work has not identified any 
significant issues in relation to the risk 
identified. The valuation of property plant 
and equipment is fairly stated.

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
Audit opinion
We gave an unqualified opinion on the Council's accounts on 30 August 2017, in 
advance of the 30 September 2017 national deadline.
The Council provided us the financial statements and supporting working papers 
by the specified 30 June deadline. The Council has continued to make 
improvements on the quality of the working papers provided for audit and the 
issues identified with Debtors and Creditor balances in the previous year have 
been resolved. 
Where we requested additional working papers and prime documentation the 
finance team were responsive and provided the documentation and answers to 
audit queries promptly.
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 Audit and Governance Committee on 30 August 2017. 
We did not identify any adjustments affecting the group and Council’s financial 
position. We identified a few presentation and disclosure issues that were amended 
for in the Council’s final financial accounts.
Annual Governance Statement and Narrative Report
We are 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 on 30 August 
2017.
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 received an objection from a local elector relating to Senior Officer 
Remuneration. We responded to the local elector and we are satisfied that the 
Senior Officer Remuneration disclosures within the 2016/17 financial 
statements are fairly stated.
We were therefore able to certify the audit as closed on 12 September 2017
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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 in table 2 
overleaf.
As part of our Audit Findings Report we recommended that the Council should 
continue with their forward planning and focus on the identification, monitoring 
and reporting of future savings.

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 2017.
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Value for Money 
Risk identified Work carried out Findings and conclusions
Financial outturn and Financial 
sustainability
The Council has historically performed well 
at managing its financial position despite 
cumulative cuts of £58m per annum of  the 
Council’s core government funding by 
2019/2020.
The Council are currently reporting a £151k 
overspend (as at the end of January 2017) 
for 2016/17 and have identified a 
cumulative funding gap of £10.5 million to 
March 2020.
Demand and the associated costs 
continues to grow for services for 
vulnerable older people and vulnerable 
children with annual demographic 
pressures of £8m to the Council. The 
Council has raised the Council Tax Social 
Care Precept by 3% and will receive £3.8m 
of the Social Care Fund announced in the 
March budget.

We will review the Council's 
arrangements for putting together 
and agreeing its budget, including 
identification of savings plans; and 
its arrangements for monitoring and 
managing delivery of its budget and 
savings plans for 2016/17, including 
the impact on service delivery.

The Council set a balanced budget for 2016/17 which included the use of new homes bonus of 
£5.1m, an increase in Council tax of 3.99% (inclusive of the 2% Adult Social Care), and a 
contribution of £729k from general un-earmarked reserves and £91k from the local infrastructure 
reserve will be made to support the cost of one-off activities in 2016/17.
The Council’s outturn for the year reported a £126k surplus position. The outturn underspend has 
been achieved despite significant service pressures and on-going increasing demand for key 
statutory services within Adults’ and Children’s services as well as significant cost pressures 
experienced in Environment and Economy services. The Council has little control or discretion over 
many of these pressures. Despite carrying out in-year work to mitigate
overspends the Adult Social Care (£1,493k), Development (£222k)  and Environment (£2,493k) 
services have ended the year overspent. This has been offset by underspends in several services 
as well as further support from Corporate Items.
The  Medium Term Financial Plan (MTFP) has been updated to project the financial position to 
2010/21. This has highlighted a cumulative funding gap of £8.4m. On top of savings already 
achieved and identified, closing the gap  will be a significant challenge for the Council. The current 
MTFP position the Council has made various planning assumptions  including increasing Council 
Tax by 4.99% in 2018/19, that being the Government’s 1.99% standard threshold with a 3% Social 
Care Precept. Combined with numerous previously planned savings and efficiencies proposals, 
that means the Council now needs to make further additional savings of £17.1m per annum over 
the next three years in order to become self sustaining in the future.
The proposed re-organisation of Council’s within Dorset has identified £28m of annual savings 
through combined working and has forecast that initial costs would be repaid within one year, thus 
providing significant savings across the Dorset councils.
Forward planning should continue to focus on the identification of areas for future savings. 
Furthermore, management need to ensure that they monitor work to identify savings and the 
delivery of savings through continued reporting.
The General Fund forecast for the year ending 31 March 2018, as at 31 July 2017, is an overspend 
of £3.4m. There are particular pressures within Adult Social Care and Environment service 
budgets. The Housing Revenue Account is reported is currently predicted to achieve a £44k 
underspend.

Table 2: Value for money risks
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Value for Money 
Risk identified Work carried out Findings and conclusions
Future Dorset
Six councils (Bournemouth, Dorset County, 
North Dorset, Poole, West Dorset, and 
Weymouth & Portland) have backed a 
change to local government structures in 
Dorset.
The proposal is to create a 'Future Dorset' 
comprising two new unitary councils
Unitary A: Bournemouth, Christchurch and 
Poole
Unitary B: East Dorset, North Dorset, 
Purbeck, West Dorset, Weymouth and 
Portland
If the Secretary of State agrees and the 
change is approved by Parliament during 
2017/18, decision-making bodies would be 
appointed to determine the structure, 
budget and service delivery models of each 
new Council. These would be made up of 
councillors from all existing local 
authorities.
The new councils would 'go live' in April 
2019, with full elections in May 2019.

We will review the Council’s plans 
for closer working with neighbouring 
councils and the potential transition 
into a newly proposed unitary body

The Council continues to participate in the progression of re-organisation within Dorset. The failure 
of the Government to authorise the re-organisation in the spring has inevitably delayed the 
commencement of detailed merger arrangements.
We note, however, that the Council is continuing with plans to develop shared service 
arrangements with Poole Borough Council.
The Councils have commenced the established of joint governance arrangements and in July 
proposals of the planned joint committees and the proposed membership were set out and 
reported including the aims to mirror what an Implementation Executive would look like.
Re-organisation is pivotal to the Council achieving its MTFP and as such, continued delays will 
impact on future delivery of the MTFP.

Table 2: Value for money risks
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Appendix A: Reports issued and fees
We confirm below our final fees charged for the audit and there were no fees for the provision of non audit services.

The proposed fees for the year were in line with the scale fee set by Public Sector 
Audit Appointments Ltd (PSAA) 
Reports issued
Report Date issued
Audit Plan 19 April 2017
Audit Findings Report 30 August 2017
Annual Audit Letter 25 October 2017

Non- audit services• For the purposes of our audit we have made enquiries of all Grant 
Thornton UK LLP teams providing services to the Council. The table 
above summarises all other services which were identified.

• We have considered whether other services might be perceived as a 
threat to our independence as the Council’s auditor and have ensured 
that appropriate safeguards are put in place, as reported in our Audit 
Findings Report. 

Fees
Proposed fee  

£
Final fee  

£
Council audit 115,320 115,320
Russell Cotes Art Gallery and Museum 
Charitable Trust

5,000 5,000
The Lower Central Gardens Charitable 
trust

5,000 5,000
The Five Parks Charitable Trust 5,000 5,000
Bournemouth Building and Maintenance 
Company Limited

8,000 8,000
Bournemouth Council Group Limited 3,000 3,000
Seascape South Limited 2,000 2,000
Seascape Homes and Property Limited 2,000 2,000
Grant Certification 9,053 9,053
Total audit fees (excluding VAT) 154,373 153,373

Fees for other services
Service Fees £
Audit related services:
• Teachers Pension grant claim
• Pooling of housing capital receipts

3,000
3,000

Total 6,000
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Reports issued and fees continued
We have considered whether other services might be perceived as a threat to our independence as the Council’s auditor and have ensured that appropriate safeguards have 
been applied to mitigate these risks.

The above non-audit services are consistent with the Council's policy on the allotment of non-audit work to your auditor and have been approved by the Audit and 
Governance Committee.
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