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Executive Summary

Purpose

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 2018.  

This Letter is intended to provide a commentary on the results of our work to the 

Council and 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 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 25 July 2018.

Respective 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) (ISAs) and other guidance issued by the NAO.

Materiality We determined materiality for the audit of the Council's financial statements to be £16,553,000, which is 2% of the Council's gross cost of 

services expenditure for the prior year. We determined materiality for the audit of the pension fund accounts administered by the Council to be 

£26,966,000, which is 1% of the pension fund’s net assets for the prior year. 

Financial Statements opinion We gave an unqualified opinion on the Council's financial statements on 27 July 2018. 

We gave an unqualified opinion on the pension fund accounts of Buckinghamshire Pension Fund on 27 July 2018. 

Whole of Government Accounts 

(WGA) 

We completed work on the Council’s consolidation return following guidance issued by the NAO. 

Use of statutory powers We did not identify any matters which required us to exercise our additional statutory powers.

Value for Money arrangements We were satisfied that the Council put in place proper arrangements to ensure economy, efficiency and effectiveness in its use of resources 

except for the Council’s arrangements in respect of Children’s Services.

In January 2018, Ofsted issued a report on the re-inspection of the Council’s services for children in need of help and protection. This report 

rated the Council as “inadequate”, and followed a rating of “inadequate” received for the previous inspection in 2014. Though some areas of 

improvement were noted, Ofsted found that “overall progress in improving services for children in Buckinghamshire since the last inspection in 

2014 has been inconsistent and too slow”.

We therefore qualified our value for money conclusion in our audit report to the Council on 27 July 2018.

Certificate We certify that we have completed the audit of the accounts of Buckinghamshire County Council in accordance with the requirements of the 

Code of Audit Practice.

Our work
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Audit of the Accounts

Our audit approach

Materiality

In our audit of the Council’s financial statements, 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 the audit of the Council's accounts to be £16,553,000, 

which is 2% of the Council's gross cost of services expenditure for the prior year. We 

used this benchmark as, in our view, users of the Council's financial statements are 

most interested in where the Council has spent its revenue in the year. 

We set a lower threshold of £828,000, above which we reported errors to the 

Regulatory and Committee in our Audit Findings Report.

Pension Fund Materiality 

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

materiality to be £26,966,000, which is 1% of the Fund's net assets for the prior year. 

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.

We set a threshold of £1,000,000 above which we reported errors to the Regulatory 

and Audit Committee.

The scope of our audit

Our audit involves obtaining sufficient 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 accounting policies are appropriate, have been consistently applied and adequately 

disclosed; 

• the 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 remainder of the Statement of Accounts and the annual governance 

statement published alongside the Statement of Accounts to check they are consistent with our 

understanding of the Council and with the financial statements included in the Statement of 

Accounts on which we gave our opinion.

We carry out our audit in accordance with ISAs (UK) and the NAO Code of Audit Practice. We 

believe that the audit evidence we have obtained is sufficient and appropriate to provide a 

basis for our opinion.

Our audit approach is 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
Significant Audit Risks
These are the significant 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 Findings and conclusions

Valuation of property, plant and equipment

The Council revalues its land and buildings on a 

quinquennial basis to ensure that carrying value is 

not materially different from fair value. This 

represents a significant estimate by management in 

the financial statements.

We identified the valuation of land and buildings 

revaluations and impairments as a risk requiring 

special audit consideration and a key audit matter 

for the audit.

We undertook the following procedures in relation to this risk:

 reviewed management's processes and assumptions for the calculation 

of the estimate, the instructions issued to valuation experts and the 

scope of their work;

 considered the competence, expertise and objectivity of valuation experts 

used by management;

 discussed with the valuer the basis on which the valuation is carried out 

and challenged the key assumptions;

 reviewed and challenged the information used by the valuer to ensure it 

is robust and consistent with our understanding;

 tested revaluations made during the year to ensure they have been input 

correctly into the asset register; and

 evaluated the assumptions made by management for those assets not 

revalued during the year to verify how management have satisfied 

themselves that these are not materially different to their current value.

Our audit work did not identify any issues in 

respect of this risk.

Valuation of pension fund net liability

The Council’s pension fund asset and liability as 

reflected in its balance sheet represent a significant 

estimate in the financial statements.

We identified the valuation of the pension fund net 

liability as a risk requiring special audit 

consideration and a key audit matter for the audit.

We undertook the following procedures in relation to this risk:

 identified the controls put in place by management to ensure that the 

pension fund liability is not materially misstated and assessed whether 

these controls were implemented as expected and whether they are 

sufficient to mitigate the risk of material misstatement;

 evaluated the competence, expertise and objectivity of the actuary who 

carried out the pension fund valuation;

 gained an understanding of the basis on which the valuation was carried 

out;

 undertook procedures to confirm the reasonableness of the actuarial 

assumptions made; and

 checked the consistency of the pension fund asset and liability and 

disclosures in notes to the financial statements with the actuarial report 

from the scheme actuary, Barnett Waddingham.

Our audit work did not identify any issues in 

respect of this risk.
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Audit of the Accounts (continued)

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

Management override of controls

Under ISA (UK) 240 there is a non-rebuttable 

presumed risk that the risk of management over-

ride of controls is present in all entities. 

The Council faces external scrutiny of its spending, 

and this could potentially place management under 

undue pressure in terms of how they report 

performance.

Management over-ride of controls is a risk requiring 

special audit consideration.

We undertook the following procedures in relation to this risk:

 gained an understanding of the significant accounting estimates, 

judgements applied and decisions made by management and consider 

their reasonableness;

 obtained a full listing of journal entries, identified and then tested unusual 

journal entries for appropriateness; and

 evaluated the rationale for any changes in accounting policies or 

significant unusual transactions that came to out attention during the 

course of the audit.

From our testing of unusual journal entries for 

months 1 – 9, it was identified that six journal 

accruals to a total of £1,622,448 were posted 

by an individual in the SAP team, on behalf of 

the adult learning team, into a prior closed 

period without the permission of the central 

finance team. This was to post a mid-year 

accrual to enable an academic return to be 

completed. However, this bypassed the

Council’s established process for raising 

journal accruals; such entries are only 

permitted to be raised at year end and not 

mid-year.
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Audit of the Accounts

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

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

The valuation of Level 3 investments is 

incorrect

Under ISA 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 identified the valuation of level 3 investments as 

a risk requiring special audit consideration.

We undertook the following procedures in relation to this risk:

 gained an understanding of the Fund’s process for valuing Level 3 

investments and evaluating the design of the associated controls;

 reviewed the nature and basis of estimated Level 3 valuations and 

considered what assurance management has over the year end 

valuations provided for these investments; and

 for a sample of investments, tested the valuation by obtaining and 

reviewing the audited accounts as at 31 December 2017 for individual 

investments, agreeing these to fund manager reports at that date and 

reconciling those values to the valuations reported at 31 March 2018 with 

reference to known movements in the intervening period.

Our audit work did not identify any issues in 

respect of this risk.

Change in custodian

During the year a number of funds have transferred 

custodian from BNY Mellon to State Street.

We undertook the following procedures in relation to this risk:

 documented the controls in place to manage the transfer of data to the 

system of new custodian; and

 reviewed and tested management’s reconciliation of the closing position 

from the old custodian system to the opening position of the new system.

Our audit work did not identify any issues in 

respect of this risk.

Management override of controls

Under ISA (UK) 240 there is a non-rebuttable 

presumed risk that the risk of management over-

ride of controls is present in all entities. 

We identified management override of controls as a 

risk requiring special audit consideration.

We undertook the following procedures in relation to this risk:

 gained an understanding of the significant accounting estimates, 

judgements applied and decisions made by management and consider 

their reasonableness;

 obtained a full listing of journal entries, identified and then tested unusual 

journal entries for appropriateness; and

 evaluated the rationale for any changes in accounting policies or 

significant unusual transactions that came to out attention during the 

course of the audit.

Our audit work did not identify any issues in 

respect of this risk.
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Audit of the Accounts

Audit opinion
We gave an unqualified opinion on the Council’s financial statements on 27 July 

2018, in advance of the national deadline.

Preparation of the accounts

The Council presented us with draft accounts in accordance with the national 

deadline, 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.

Issues arising from the audit of the accounts

We reported the key issues from our audit to the Council's Regulatory and Audit 

Committee on 27 July 2018. 

In addition to the key audit risks reported above, we identified a number of 

adjustments to the financial statements, which are set out in Appendix B. All of these 

adjustments were posted by management within the final signed version of the 

financial statements. None of the adjustments identified impacted on the outturn 

position on the general fund reported for the year.

Though the Council prepared and approved the draft financial statements in advance 

of the national deadline of 31 May, it did not publish accounts on its website 

alongside notice of the particulars of the period for public inspection of the accounts 

until 8 June. This is a breach of section 15 of the Accounts and Audit Regulations 

2015, which requires that the period for public inspection of the accounts should 

cover the first 10 working days of June and that the draft financial statements should 

be published on the website before 31 May. Management have agreed to take 

appropriate steps to ensure that the accounts are uploaded onto the website on time 

in future years.

We have also raised a number of  other recommendations for management as a 

result of our audit work, which are set out in Appendix C.

Annual Governance Statement and Narrative Report

We are required to review the Council’s Annual Governance Statement and Narrative Report. 

The Council published the Narrative Report within the Statement of Accounts and published the 

Annual Governance Statement alongside them its website in line with the national deadlines. 

Both documents were prepared in line with the CIPFA Code and relevant supporting guidance. 

We confirmed that both documents were consistent with the financial statements prepared by 

the Council and with our knowledge of the Council. 

Whole of Government Accounts (WGA)

We carried out work on the Council’s Data Collection Tool in line with instructions provided by 

the NAO . We issued an assurance statement which did not identify any issues for the group 

auditor to consider on 29 August 2018.

Pension fund accounts

We gave an unqualified opinion on the pension fund accounts of Buckinghamshire Pension 

Fund on 27 July 2018.

We also reported the key issues from our audit of the pension fund accounts to the Council’s  

Regulatory and Audit Committee on 27 July 2018. 

Certificate of closure of the audit
We are also required to certify that we have completed the audit of the accounts of 

Buckinghamshire County Council in accordance with the requirements of the Code of Audit 

Practice. We certified the closure of the audit on 29 August 2018.
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Value for Money conclusion

Background
We carried out our review in accordance with the NAO Code of Audit Practice, 

following the guidance issued by the NAO in November 2017 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 overleaf.

One of our key areas of work was consideration of the Council’s arrangements for 

ensuring economy, efficiency and effectiveness in its use of resources in relation to 

children’s services. In January 2018, Ofsted issued a report on the re-inspection of 

the Council’s services for children in need of help and protection that rated the 

Council as “inadequate”. This followed a previous rating of “inadequate” received for 

the Council’s inspection in 2014. Though some areas of improvement were noted, 

Ofsted found that “overall progress in improving services for children in 

Buckinghamshire since the last inspection in 2014 has been inconsistent and too 

slow”.

We consider that the outcome of the Ofsted re-inspection of the Council’s children’s 

services 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.

In all respects other than the issues noted by Ofsted in relation to the Council’s 

children’s services, we concluded that there were no matters to report in respect of 

Buckinghamshire County Council’s arrangements for securing economy, efficiency 

and effectiveness in its use of resources

Overall Value for Money conclusion
We are satisfied that, in all significant respects, except for the matter we identified in relation to 

its children’s services, the Council put in place proper arrangements to secure economy, 

efficiency and effectiveness in its use of resources for the year ending 31 March 2018.
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Value for Money conclusion
Key Value for Money Risks

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

Ofsted inspection of children’s 

services

Ofsted issued a report on the Council’s 

children's services in August 2014 which 

gave a rating of ‘inadequate’. A follow-up 

review was completed by Ofsted in 

November 2017, for which the Council 

received a further rating of ‘inadequate’.

We reviewed progress made in 

implementing the changes to the 

Council’s arrangements requested 

by Ofsted. We also considered 

performance against the Council’s 

internal objectives and targets in 

delivering a safe and reliable 

children's service.

In 2014, Ofsted undertook an inspection of the Council’s children’s services which rated 

Buckinghamshire County Council as “inadequate”. In November 2017, Ofsted undertook a re-

inspection of the Council’s services for children in need of help and protection. Their report, 

published in January 2018, maintained the Council’s rating as “inadequate”. Some areas of 

improvement were noted since the previous inspection, with adoption performance receiving a 

rating of “good”, while Ofsted also commented that children are now a top priority for the Council 

and significant financial investment has been made in services for children and their families. 

Despite these improvements, Ofsted found that the strategic response to delivering the required 

change has been piecemeal and that “overall progress in improving services for children in 

Buckinghamshire since the last inspection in 2014 has been inconsistent and too slow”.

As a result of the outcome of the re-inspection, In March 2018 the Department for Education 

issued a statutory direction under section 497A(4B) of the Education Act 1996 to appoint a 

commissioner to undertake a review of the Council’s capacity to make the required changes to 

how it delivers children’s services. John Coughlan, the Chief Executive of Hampshire County 

Council, was appointed as the commissioner to undertake this review. On 12 July 2018, it was 

announced that the Department for Education had considered and accepted the Commissioner's 

conclusion that the Council should retain responsibility for provision of children’s services in 

Buckinghamshire. The Department also appointed Hampshire County Council as the 

improvement advisors to support the Council’s children’s improvement programme.

The Council is now set to receive four quarterly monitoring visits from Ofsted to allow them to 

review progress made in implementing their recommendations. The first post-inspection 

monitoring visit took place on 3 and 4 July 2018 and focussed on Children in Need. The 

feedback that the Council will receive from this Ofsted visit will provide a useful opportunity for 

members to assess progress made since November in improving children’s services, and assess 

whether the Council’s revised arrangements for supporting changes to how children’s services 

are delivered are working.

Due to the rating of “inadequate” received for the Ofsted re-inspection, we concluded that 

the Council does not have adequate arrangements for achieving economy, efficiency and 

effectiveness in relation to its children’s services functions
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Value for Money conclusion (continued)
Risks identified in our audit plan How we responded to the risk Findings and conclusions

Funding pressures

In light of the continued funding 

pressures that the Council faces, there is 

a risk that the Council 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 (MTFP).

We reviewed recent performance 

against the budget and 

considered the reasonableness of 

the assumptions upon which the 

MTFP is based.

Despite the challenging funding settlement  for local authorities nationally, the Council continued 

its good track record of delivery of services within budget and attainment of planned savings and 

income generation targets, delivering an outturn position for 2017/18 of a surplus of £2.9m.

The MTFP approved by the Council in February 2018 covers the four year period to 2021/22. 

The MTFP reflects the anticipated annual loss of government funding and business rates income 

available before the setting of the Council Tax requirement, of £36.1m by 2021/22 compared to 

2017/18 levels, on top of significant funding reductions that the Council has already faced in 

recent years.

While attaining savings on the scale forecast within the MTFP would be challenging for any local 

authority, we note that the MTFP is based upon reasonable assumptions and that overall the 

Council has appropriate arrangements in place for identifying and implementing appropriate 

savings to allow this plan to be achieved. The saving plans that the Council has set out have 

been developed as part of an incremental process throughout the year and have been subject to 

detailed member scrutiny and challenge. The Council has spent considerable effort seeking to 

mitigate the risks to the delivery of the medium term financial plan and, whilst the challenge 

increases year on year, the Council has demonstrated a strong history of being able to meet 

these challenges and in delivering planned financial targets.

While the Council’s reserves remain below their historic levels, as a result of the outturn position 

the General Fund balance increased to £27.4m as at 31 March 2018, which represents 8.3% of 

the Council’s budget requirement for 2018/19..

We consider that the Council is in a reasonable position for an authority of its size and scale. It 

has added to reserves to enable it to weather the financial pressures that will be faced over the 

period covered by the Medium Term Financial Plan. Nevertheless, the Council’s reserves may 

not be sufficient to sustain services in Buckinghamshire over the longer term in the current 

funding environment of reduced government funding. It is important that the Council continues to 

transform services to develop transformation savings and support the resilience of its core 

services in the longer term.

We concluded that the risk identified in respect of funding pressures was sufficiently 

mitigated and that the Council has proper arrangements.
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Value for Money conclusion (continued)
Risks identified in our audit plan How we responded to the risk Findings and conclusions

Transformation of adult social care 

services

The Council is currently transforming the 

way that adult social care is delivered in 

Buckinghamshire, including resolving 

residual challenges from bringing the 

work of Buckinghamshire Care back in 

house and greater health and social care 

integration, with a movement toward the 

establishment of an Accountable Care 

System in Buckinghamshire.

We reviewed progress made in 

implementing the changes to the 

Council’s arrangements and held

discussions with relevant officers 

involved in the delivery of this 

transformation.

During the year, the Council has developed a programme of work to transform how it delivers 

adult social care services. This has been undertaken with a view to modernising social care, 

driving improvements around prevention to support people to remain healthy, safe and 

independent for longer, and also reducing and delaying demand for services. 

The Council reformed its previous adults transformation approach and published a new “Better 

Lives Strategy” in April 2018, setting out core principles and objectives for improving adult social 

care services and creating services which are sustainable for the future residents of 

Buckinghamshire. The three key parts to the strategy are living independently, regaining 

independence and living with support, and the Council has developed a comprehensive set of 

objectives and metrics that covers each these three main streams of work. The integration and 

longer term provision of services previously provided by Buckinghamshire Care forms a part of 

the overall transformation strategy and pragmatic decisions have been reached on how to re-

form and integrate these services into the wider strategy for social care.

Alongside the new strategy for adults, the Council is an active participant in the setup of an 

Integrated Care System (ICS) in Buckinghamshire. The ICS is a partnership between care 

commissioners and providers, in local government and the NHS in Buckinghamshire, to allow 

single and consistent decisions about resource deployment and to facilitate  the implementation 

of place-based, multi-year plans to deliver improvements for the local health economy. While still 

in its early stages, there are positive signs of progress and greater integration so far. 

Overall, we noted no significant concerns in relation to the Council’s arrangements for 

transformation of adults. It is clear that appropriate high-level governance frameworks have been 

put in place and that there has been appropriate involvement from members in their design. 

However, the Council’s transformation remains in its early stages and the application of these 

arrangements will be the critical success factor in determining the success of the transformation 

programme and realisation of intended benefits. In addition, the Council needs to understand the 

complex interdependencies in play, the successful management of which will be key to the 

transformation programme’s success. In terms of making a reality of the transformation ambition 

and anticipated benefits, the quality of the arrangements is only as good as the calibre of skills 

and experience implementing them. It is key for the Council to ensure it has appropriate skill sets 

in place across the business to embed and own the changes planned. It is also important that 

officers continue to support the effective governance of programme arrangements, delivering 

honest messages where appropriate to ensure the realisation of the planned benefits.

We concluded that the risk identified in respect of adult social care transformation was 

sufficiently mitigated and that the Council has proper arrangements.



© 2018 Grant Thornton UK LLP  |  Annual Audit Letter  |  August 2018 13

Value for Money conclusion (continued)
Risks identified in our audit plan How we responded to the risk Findings and conclusions

Transfer of services from 

Buckinghamshire Learning Trust

The Council terminated the main 

elements of its contract with 

Buckinghamshire Learning Trust and 

brought the majority of their services back 

in-house from 1 April 2018.

We reviewed arrangements for 

the transfer of services back in-

house and discussed with officers 

the plans in place for managing 

these services going forward.

The Buckinghamshire Learning Trust (BLT) is an independent charity that was set-up in 2013 as 

an “Alternative Delivery Vehicle” of the Council to provide a range of services to support schools.

The Funding Agreement between the Council and the BLT was due to expire on the 31st July 

2018, unless an option to extend for up to 2 years was triggered. Given the option for a break in 

the contract, the Council reviewed the services provided through the BLT to consider whether the 

existing model of delivery of these services through an outsourced body remained the most 

efficient and effective means of provision of the services over the longer term. In January 2018, 

the Cabinet reached a decision that the contract with the BLT would not be renewed. It was 

agreed that the majority of the services provided by the BLT would transfer back to the Council 

from 1 April 2018, with School Improvement Services and Governor Services to transfer from 1 

August 2018.

Following this transition, the BLT will continue to exist in a much smaller form with about 30 to 40 

staff, to provide some of the services that it had established outside of its main contract with the 

County. The Council is continuing to provide non-financial support to the post-transition BLT and 

has also, for a small fee, provided a guarantee in respect of the BLT’s Local Government 

Pension Scheme commitments to cover off any liabilities that may arise should they become 

insolvent in the future.

In preparing for the transition, officers and the BLT have worked closely together to arrive at a 

solution to support the smooth transition of functions without incurring unsustainable cost to the 

County or undermining the ongoing viability of the BLT. This included the setup of an Exit 

Governance Board formed jointly from officers of the County and of the BLT to oversee the 

transfer of services, and the establishment of separate Exit Working Groups for each of the core 

areas transferring back in-house to ensure a smooth transition. It is clear that the transition to 

date has been planned and supported by reasonable governance arrangements supported by 

senior officer and member input.

We concluded that the risk identified in respect of the transfer of services from the 

Buckinghamshire Learning Trust was sufficiently mitigated and that the Council has proper 

arrangements.
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A. Reports issued and fees

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

Fees

Planned

£

Actual fees 

£

2016/17 fees

£

Statutory Council audit 88,088 88,088 88,088

Audit of Pension Fund 25,033 25,033 25,033

Total fees 113,121 113,121 113,121

The planned 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 May 2018

Audit Findings Report July 2018

Annual Audit Letter August 2018

Fees for non-audit services

Service Fees £

Audit related services 

- Teachers Pensions certification (in respect of 

2016/17)

- Skills Funding Agency certification (in respect of 

2016/17)

7,500

4,000

Non-Audit related services

- None Nil

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 non-audit services which were identified.

• We have considered whether non-audit 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. 

The above non-audit services are consistent with the Council’s policy on the 

allotment of non-audit work to external auditors.
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B. Audit Adjustments

Council Audit

Impact of adjusted misstatements

Adjusted misstatements identified during the course of the Council audit are set out below. These were all adjusted for by the Council within the final version of the financial statements.

Detail

Comprehensive Income and 

Expenditure Statement £‘m Balance Sheet £’m

Impact on the General Fund 

£m

1 Correction of collection fund payables and receivables:

- DR short term trade and other payables - £5m

- CR short term trade and other receivables - £5m
£5.0

£(5.0)

2 Correction of posting of revaluation gains arising on revaluation of 

investment properties:

- DR financing and investment income and expenditure - £6.4m

- CR surplus on revaluation of non-current assets - £6.4m

- DR revaluation reserve - £6.4m

- CR capital adjustment account - £6.4m

£6.4

£(6.4)

£6.4

£(6.4)

£6.4

£(6.4)

3 Correction of error in classification of Public Works Loans Board 

(PWLB) borrowings:

- DR long term borrowing - £1.1m

- CR short term borrowing - £1.1m

£1.1

£(1.1)

Overall impact £- £- £-

Pension Fund Audit

No misstatements to the financial statements were identified during the course of the Pension Fund audit.
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C. Recommendations
We identified 7 recommendations as a result of issues identified during the course of our audits of the Council and Pension Fund. We agreed our recommendations with management 

and we will report on progress on these recommendations during the course of the 2018/19 audit. The matters reported here are limited to those deficiencies that we identified during the 

course of our audit and that we concluded were of sufficient importance to merit reporting to officers and members in accordance with auditing standards.

Controls

 High – Significant effect on control system

 Medium – Effect on control system

 Low – Best practice

Assessment Issue and risk Recommendations

 

Medium

• Though the Council prepared and approved the draft financial 

statements in advance of the national deadline of 31 May, it 

did not publish accounts on its website alongside notice of the 

particulars of the period for public inspection of the accounts 

until 8 June.

• This is a breach of section 15 of the Accounts and Audit 

Regulations 2015, which requires that the period for public 

inspection of the accounts should cover the first 10 working 

days of June and that the draft financial statements should be 

published on the website before 31 May.

• Ensure in future periods that the draft financial statements are published on the 

website prior to 31 May, alongside notice of the particulars of the period for public 

inspection of the accounts.

Management response

• We have amended our timetable to ensure this is clearly documented with enough 

lead time to make sure all statutory deadlines are met.

• It should be noted that the draft accounts were published on the website within the 

Regulatory & Audit Committee meeting papers on 24 May 2018.

 

Medium

• A number of users in the SAP team have access to the 

“SAP_ALL” authorisation profile, which contains virtually full 

system rights.

• The profile provides access to all IT functions as well as 

business transactions which with misuse can cause 

operational stability and financial misstatements. 

• In performance of our testing, we noted that an individual in 

the SAP team had used their access rights to post six journal 

entries in a closed period without permission from the finance 

team and in breach of the Council’s journals policy. 

• The SAP_ALL profile should be reserved for use within an emergency or firefighter 

type ID that can be locked when not in use, since most day to day administrative 

activities do not require such wide ranging access as provided by SAP_ALL.

Management response

• The SAP_ALL profile is used for upgrades so requires full access to the system; this 

ensures that when upgrades are happening there is no stopping and starting due to 

authorisations. This profile is currently locked and password deactivated.

 

Medium

• The Council’s SAP generic accounts, such as the “DDIC” user 

account, are set to run with the highest system privileges and 

are a target for unauthorised access.

• The standard accounts do not need to be active in the system 

and increase the risk of unauthorised access if not locked 

down. 

• Management should consider removing processes that run on the DDIC account 

and ensure that it is locked. We also recommend that it be changed to a System 

account, in order to align with best practice.

• Management response

• The user type to be changed to system user and then changed only to dialog when 

required for the upgrade. Please note that this user has already been changed to 

System and the password has been deactivated. Our Security Strategy has been 

updated to reflect this.
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C. Recommendations (continued)

Controls

 High – Significant effect on control system

 Medium – Effect on control system

 Low – Best practice

Assessment Issue and risk Recommendations

 

Medium

• Investment properties with a total carrying value of £5.1m 

were not revalued during the period.

• This is contrary to the Council’s policy of revaluing all 

investment properties annually.

• If investment properties are not revalued annually, then there 

is a risk of misstatement of the valuation reported in the 

financial statements arising.

• Ensure that all investment properties are revalued annually.

Management response

• We will ensure that the external valuers Carter Jonas have provided all relevant 

information requested in regards to investment property assets.

 

Medium

• From our testing of year end creditor balances, we identified 

that four items in our sample were not valid creditor balances 

due to having been paid prior to the year end and the creditor 

balance not matched off against the payment.

• We have extrapolated the errors identified across the 

population tested and calculated a total extrapolate error of 

£1.0m

• These errors arose due control account reconciliations not

having been sufficiently maintained during the year to clear 

these items down.

• If control account reconciliations are not kept up to date, then 

there is a risk of low-level misstatement of the year end 

creditor balances arising.

• Ensure that creditor control account reconciliations are appropriately maintained.

Management response

• Control accounts are to be reconciled in a regular and timely manner.

 

Medium

• From our testing of year end creditor balances, we identified 

one balance for £0.81 that relates to a balance on a payroll 

control account in respect of an outsourced payroll provider 

that dates back to 2004. We do not consider this to be a valid 

year end creditor balance.

• If old balances that are not genuine creditors are not cleared 

out of the creditors position then this can lead to 

overstatement of the year end creditors balance.

• Review creditor control accounts and write-out aged balances that are no longer 

considered to be valid creditors that are expected to be paid.

Management response

• We will review all creditor accounts and ensure invalid creditors are cleared out.
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Action plan (continued)

Controls

 High – Significant effect on control system

 Medium – Effect on control system

 Low – Best practice

Assessment Issue and risk Recommendations

 

Low

• Schools with imprest accounts are not required to submit 

year-end reconciliations. These were instead reconciled as at 

31/01/2018. This was on the basis of time

• We consider that it would be more appropriate to perform the 

reconciliations as at 31/03/2018. This is because preparing 

the reconciliations as at 31/01/2018 means if any errors arose 

in schools cash balances during the last two months of the 

year then these could go undetected.

• Schools year end imprest balances were £82k and therefore 

we note the impact of performing the reconciliations as at 31 

January would be small.

• We are satisfied that the impact of preparing schools imprest reconciliations as at 31 

January rather than 31 March is trivial. Therefore we do not recommend that 

management change their process. However, we highlight this to members and 

officers because we consider that it would best practice to perform these 

reconciliations as at 31 March.

Management response

• We will consider this during the planning process for 2018/19 statement of accounts.
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