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Audit Committee progress report and update - Cotswold District Council

The r<»ntcnts lit this rcpuri rvlaif <jii1v to the mtiitcrs which hiU'c cunu- to our attcniion, which wc believe need to be
reported to y<.)ii as part ot our audit pr«>cess. It is not a comprehensne record (»f all the lelcvanr inatiers.wliich may
be subject to chant'e, and in particular we caninjt be held resjrunsible Ui sou for reporting all of the nsks which ma)-
affect yourliusiness or any weaknesses in s'our inrernal contrtils. This report has been prepared stslelv for your
benetii and shiiuld not be cjuoted in whtjle or in part without our prior written consent. We do n<jt accept an)-
responsibilit) for any loss occasioned to ans- third parts" acting, or reframing from acting on the basis of the content
of this report, a> tins report M,'as not prepared for, nor intended for, any other purpose.
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Introduction

This paper provides the Audit Committee with a report on
progress in deliveting our responsibilities as your external auditors.

Members of the Audit Committee can find further useful material on our website www.grant-thornton.co.uk, where we have a section dedicated to our work in the public sector. Here you
can download copies of our publications and articles, including the reports mentioned in tlus update along with other items:

• Income generation is an increasingly essentialpart of providing sustainablelocal services ; http:/ Awvw.grantthomton.co.uk/en/insights/the-incomc-generation-repoit-local-leaJers-are-
ready-t> >-be-niore-c( uTtmercial /

• Social enterprises are becoming increasingly common vehicles for delivering services that are not an 'essential' service for an authority but still important to tlie local community;
htrp://www.granrtliornron.co.uk/en/insif;hrs/a-guide-to-setting-up-a-sociaI-enrerprise/

• Fraud risk, 'adequate procedures', and local authorities; http://www.grantthornton.cu.uk/en/insight.s/fraud-risk-adequate-procedures-and-local-authoriries/

• Brexitand local government; http://www.grantthornton.co.uk/en/insights/a-global-britain-nceds-more-local-government-not-less/ and
http://\vww.granrthornton.co.uk/en/insights/brexir-local-government—transitioning-successfully/

If you would likefurther information on any items in this briefing,or would like to registerwith Grant Thornton to receiveregular emailupdates on issues that arc of interest to you, please
contact either your Engagement Lead or Engagement Manager.
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Progress at November 2017

Annual Audit Letter
The Annual Audit Letter is contained within the committee papers.

Housing Benefits
The work on the Housing benefits work is nearing completion. The work
will be completed by the deadline of 30 November and we will report our
findings in the certification report In March.

Fee Letter

We are required to issue a 'Planned fee letter for 2017/18 by the end of
April 2017. This is the final audit year under the current contract.
PSAA has awarded contracts to audit suppliers and is currently consulting
on local appointments.

October

2017

30

November

2017

April 2017

Ongoing

Our Annual Audit Letter has been agreed with officers and has been
published on the Council website, the letter will shortly also be on the
Public Sector Audit Appointments website (PSAA).

The 2017/18 Fee Letter was issued in April 2017 and was considered
by the June Audit Committee.

Accounts Audit Plan

We will issue a detailed accounts audit plan to the Council setting out our
proposed approach the audit of the Council's 2017/18 financial statements.
This will be issued upon completion of our audit planning.

The statutory deadline for the issued of the 2017/18 opinion is brought
forward by two months to 31 July 2018. We are discussing with your
officers our plan and timetable to ensure that we complete our work by this
earlier deadline.

We may also need to discuss and agree with you arrangements for the
issue of the draft Audit Findings Report, in view of the time available to
complete our work and your committee report deadlines.

©2017 Grant Thornton UK LLP. All rigfils reserved.

March 2018 Not yet due The Audit Plan \witl be presented to the April 2018 Audit Committee.
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Progress at November 2017

Interim accounts audit
Our interim fieldwork visit plan will reflect the need to complete as much as possible
earlier in the audit cycle. Our work will include:

review of the Council's control environment

• Updating our understanding of financial systems
• review of Internal Audit reports on core financial systems
• early work on emerging accounting issues
• Early work on control arrangements for transfer of staff to Publics and

establishment of group accounts
• early substantive testing
• Value for Money conclusion risk assessment.

Final accounts audit
• proposed opinion on the Council's accounts
• proposed Value for Money conclusion
• review of the Council's disclosures in the consolidated accounts against the Code

of Practice on Local Authority Accounting in the United Kingdom 2017/10.

Value for Money (VfM) conclusion
The scope of our work is unchanged to last year and is set out in the final guidance
issued by the National Audit Office in November 2015. The Code requires auditors to
satisfy themselves that; "the Council has made proper arrangements for securing
economy, efficiency and effectiveness in its use of resources".

The guidance confirmed the overall criterion as; "in all significant respects, the
audited body had proper arrangements to ensure it took properly informed decisions
and deployed resources to achieve planned and sustainable outcomes for taxpayers
and local people".

The three sub criteria for assessment to be able to give a conclusion overall are:
• Informed decision making
• Sustainable resource deployment

12017 <WorKlngwithiipairfhetis>fltml>e4hef4hird parlies

March 2018

June-July
2018

July 2018

Not yet due
Issues arising from our interim visit will be set out In our
Audit Plan.

Not yet due We will report our findings in our Audit Findings Report.

Not yet due We will report our findings in our Audit Findings Report,
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Code of Practice on Local Authority
Accounting in the United Kingdom
2017/18 and forthcoming provisions
for IFRS 9 and IFRS 15

Code of Practice on Local Authorit)' Accounting in the
United Kingdom 2017/18

(a?FA/L.\SAA(; has issued the Local Authorir)- Accounting
Code for 2017/18. Ilic main chatigcs to the Code include:

• amendmenis to section 2.2 (Business Improvement
District Schemes (England, Wales and Scotland), Business
Rate Supplements (England), and Community
Infrastructure I^xvy (England and Wales)) for the
Community Infrastructure I^\'y to clarifj- the treatment of
revenue cost-s and any charges received before the
comnicncemcnf date

• amendment to section 3.1 (Narrative Reporting) to
introduce keyreporting principles for the Narrative Report

• updates to section 3.4 (Presentation of Financial
Statements) to clarify the reporting rcc|uirements for
accounting policies and g«)ing concern reporting

• following the amendments in the Update to the 2016/17
Code, changes to sections 4.2 (Lease and Lease T)'pe
.Arrangements),4.3 (Service Concession Arrangements;
Local .Authorit)* as Grantor), 7.4 (Financial Instruments —
Disclosure and Presentation Requirements)

6 2017 Grant Ttiornton UK LLP. Allrights reserved.

Forthcoming provisions for IFRS 9 and IFRS 15

CIPF.\/L.ASA.A(J has issued 'Forthcoming provisions
for IFRS 9 F"inancial Instruments and IFRS 15 Revenue

from Contracts with Customers in the Code of Practice

on Local .Authority Accounting in the United Kingdom
2018'. It sets out the changes to the 2018/19 Code in
respect of IFRS 9 Financial Instruments and IF^RS 15
Revenue from Contracts with Customers. It has been

issued in advance of the 2018/19 Code to provide local
authorities with time to prepare for the changes required
under these new standards.

IFRS 9 replaces LAS 39 Financial Instruments:
Recognition and Measurement. IFRS 9 includes a single
classification approach for financial assets, a forward
looking 'expected loss' model for impairment (rather
than the 'incurred loss' model under LAS 39) and some
fundamental changes to requirements around hedge
accounting.

Questions:

Is your Section 151 Officer
aware of the changes 'to the
Code of Practice In 2017/18

and the forthcoming changes tcj
lease accounting and revenue
recognition?

IFRS 15 replaces LAS 18 Revenue and LAS 11
Construction Contracts. IFRS 15 changes the basis for
deciding whether revenue is recognised at a point in time
or over a period of time and introduces five steps for
revenue recognition.

It should he noted that the publication does mit have the
authority of the Code and earlyadoption of the two
standards is not pcriTiirted by the 2017/18 Code.
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Procurement of External Audit

Services

Procurement outcome

As a result of tlu- liighly successfiJ procurement of auditor services, optcd-in Local
government and police bodies throughout England will collectively benefit from
reduced fees for audit services in 2018/19 compared to 2016/17. Aggregate savings
are expected to exceed £(} million per ;wnum, cc|uiva]cnt to a reduction of
approximately 18% in the scale fees payable by local Ixidies.

The results of the process announced on 20 June 2017 involve the award of the
following contracts:

• Lot 1 of approx. £\4.b million per audit year was awarded to Grant 'ILiornton
LLP;

• Lot 2 <}f approx. /.H).9 million per audit year was awarded to EY LLP;

• Lot 3 of approx. £6.6 million per audit year to awiirdcd to Mazats LLP;

• Lot 4 of apprrix. £2.2 million per audit year to awarded to BDO LLP;

• I^t 5 of approx. £2.2 million per audit year to awarded to Deioitte LLP; and

• Lot 6 with no guaranteed value of work to awarded to a consortium of Moore
Stephens LI>P and Scott-Moncneff LLP.

Contracts were awarded on the basis of most economically advantageous tender with
50% of the available score awarded to price and 50% awarded to qualify.

The procurement strategy, agreed by the PSAA Board in December 2016, sets out the
basis on which the procurement of audit services was carried out.

Having concluded the procurement, PS.\A will contmence the process of appointing
auditors to opted-in bodies. F'or more infcjimation on the auditor appointment
process v-luk here

© 2017 Grant Thornton UK LLP. AH rights reserved.

Finalising and confirming appointments

The PSAA Board will approve all proposed appointments from 2018/19,
following ctmsuitarion with audited bodies, at its meeting tn mid-December.
The Board's decision on the appointment of auditors is final. Following
Board consideration, we will write to each audited body to confirm their
appointment. We plan to send all confirmatjons on 18 December..

Department
for Work &

Pensions

Housing Benefit (Subsidy) Assurance Process 2018/19:
Module 1 Special Purpose Framework Instruction:

This Circular sets out the arrangements for the audit of the housing benefits
subsidy for 2018/19. It is for the to appoint a reporting accountant to
undertake this work and notify the DWP of this. .\ standard letter of
notification for the I...\ use is set out in Appendix 1. This letter of
notification must be issued to the DWP by the LA no later than the 1st
March 2018.
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Local Authority 2016/17 Revenue
Expenditure and Financing

Sector Issues

r

DCLG has produced a summary of LocalAuthorities' 2016/17 provisional revenue spending and financing. It notes that
Localgovernment expenditure accounts for almost a quarter of allgovernment spending and the majorityof this is through
local authoritj* revenue expenditure. The summary is compiled from the Revenue Outturn (RO) returns submitted by all
localauthorities in England. Coverage is not limited to localcouncils in England and includes other authority types such as
Police and Crime Commissioners and Fire audaorities.

The headline messages include:

• Local authority revenue expenditure totalled £93.5 billion for all local authorities in England in 2016-17. This was 1.1%
lower than £94.5 billion spent over 2015-16.

• Expenditure on Adult SocialCare increased to £14.9 billion in 2016-17.This was £0.5 billion (3.6%) higher than in 2015-
16. 2016-17was first yearlocal authorities were able to raise additional funding for Adult SocialCare tlirough the council
tax precept

• The largest decrease in local authority expenditure was on Education services. This was £0.8 billion (2.4%) lower in 2016-
17 than in 2015-16. The majorityof this decrease is due to local authority funded schools converting to academies.

• Local authorities are financing more of their expenditure from locally retained income. 40.4% of revenue expenditure was
funded through council tax and retained business rates and 57.5% from central Government grants. The remaining 2.1%
was funded by reserves and collection fund surpluses.These percentages were 38.7%, 60.4% and 0.9% respectively in
2015-16.

• Local authorities used £1.5 billion (6.2%) of the £24.6 billion reserves balance held at the start of the 2016-17.

• Local authorities' use of reserves was £1.1 billion higher in 2016-17than in 2015-16.Due to changes in their capital
programme, £0.5 billion of this increase is due to die Greater London Authority.

The full report is availableat:
bttps://ww^v.pov.iik/gnvernment/uploads/system/uploads/attachment data/file/639755/Revenue Expenditure and Fin
anciny 2016-17 Pnjvisional Oiitnim.pdf

>2017 Grant Thornton UK LLP. All rights reserved.

Did you know....
This data set and many others are included in CFO
Insights.

CFO Insights is tlie Grant Thornton and CIPFA online
analysis tool. It gives those aspiring to improve the
financial position of their organisation instant access to
insight on the financial performance, socio-economic
context and serviceoutcomes of theirs and every other
council in England, Scotland and Wales.

More infonnation is available at:

http://www.cfoinsights.co.uk/

10
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Combined Authorities: Signs of
Success

In her foreword ro 'Buildingour Industrial Strategj-' the
Prime Minister states that the mitiative 'Svill help to
delivera stronger economy and a fairer society—where
wealth and opportunif)' are spread across every
communit)- in our Uitited Kingdom, not just the most
prosperous places in London and the South East."
Combined .Authorities (CAs)- the newest model for the
governance of local public services —are central to this.

In response to tliis, Grant Thornton and Bond
Dickinson have jointly commissioned a report which
provides an insight into the establishment of each
combined authority in the context of their specific
challenges. It is still early da\"s for most combined
authorities —the political and administrative difficulties of
adopting this model are not to be xinder-estimated - but
earlysigns are emergingof their potential to innovate and
drive success.

The report benchmarks combined authorities using key
indicators of growth, housing, transport and skills
amongst others. We have also used our A'ibrant Economy
Index, which goes beyond financial returns and takes into
account the wcUbeingof society, to compare city regions.
We believe that these benchmarks can serve as a baseline

for assessment of progress over time.

©2017 Granl Thornton UK LLP. All rights reserved.

Key findiiigs from the report:

• CAs must begin to reduce the institutional blurring
with liistoric local government structures that has
occurred with their formation. ,\s greater clarity
emerges over their roles, functions, and profiles of
individtialmayors,; their perceived legitimacy will
increase.

• CAs stand and fall on their ability to add \'alue througli
targeted investment, strategic co-ordination, joincd-up
policy and the levering in of additional resources
(particularly additional private sector funds).

• There is no single checklist or set of criteria for
measuring the success of mayors and combined
authorities, each city region must articulate its own
challenges and show progress in tackling them.

• A balancedset of lx:nchmarks encompassing both
economic -.md social success will, htjwevet, serve as a
useful stimultus for the debate around the impact of the
combined authorit\f model over time.

O GnW Thornton

Combined Authorities:
signs of success

http://www.qrantthornton.co.uk/en/insiqht

s/combined-authorities-signs-of-success/
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Setting up a Successful Social
Enterprise

Local government continues to innovate as it reacts to
ongoing austcrit)-. .An important strand of this
response has been the development of altemative
deliver)' models, including local authority trading
companies, joint ventures and social enterprises.

This report focuses on social enterprises in local
government; those organisations that trade with a
social purpose or carry out activities for communit)-
benefit rather than private advantage. Social
enterprises come in a varict)* of shapes and sizes as
rhey do nor have a single legal structure or ownership
rule and can adopt any corporate foma as long as it
has a social purpose.

In this report we explore what social enterprises look
like, the requirements for setting one up, how they
should be managed to achieve success and how they
can be ended.

We have complemented this with a range of case
studies providing inspiring ideas from those that have
been successful and some lessons learned to rake into

consideration.

@ 2017 Grant TtiomtDn UK LLP. AH rigtits reserved.

Key findings from the report:

•Austerity continues to be a key driver for change: social
enterprises are a clear choice where there is an
opportunity to enhance the culture of community
involvement by transferring these services into a
standalone entity at its centre

•The social enterprise model tends to lend itself more to
communit)' services such as libraries, heritage
management and leisure, but not exclusively so

•Social enterprises can open up new routes of funding
including the ability to be flexible on pricing and access
to pro bono or subsidised advice

•Some local authorities have converted exiting models
into social enterprises; for example where a greater focus
on sodal outcomes has been identified

Striking a balance between financial and social returns

l! yiiLi iiiv a I'jcal autbimiy looking to iraiisilion ii pulilii
stiivice to a social t-nrtrprisc inoiltl tcvtain facfors will he kcv
ro ytmr success including: ieadersiiip. continuing rhe culuuc,
branding, staff reward and secure income stream.

Diiwnloadour guttle to e.xpitire litiw to handle these facrors
to ensure success, the retpureinents for setting up a socltU
enterprise; and liti\v s< icial enteqmse can lie ended. Theguide
also showcases a niimiier id compelling case studies from
local authorities around F.ngland, featuring inspiring ideas
from those soeial enterprises that hji\'ebeen a success;and
lessotcs learned from those that have encountered challenges.

Aguldt to MOtng o moIoI an-
twpriia

DowrlsodPOf [UaOtS] -»

http://www.qrantthorntQn,co.uk/en/insight
s/a-quide-to-settinq-up-a-social-

enterprise/
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International Consortium on

Governmental

Financial Management

Inrroduerion

Granr Thornrim and the Inremational Consortium on Governmental Financial Management (ICGFM)
partner every other year to perform an international survey of Public Financial Leaders.

In 2015 the theme was innovation in public financial management. Thisyear's survey has been designed to
identify and describe emerging issues around transparency and citizen engagement - building on the themes
highlighted in the 2015 report.

The insights will he published ina report later in 2017 and we would bedelighted if vou were able to spend
some timecompleting the brief on-line ^juestionnaire which can be found here
Imps i.',ii t|ii,ilini 11 -in ik h.rm >\ c.L!Sp\.'n'l"3glii~t'i I. Your Audit Manager will be able to provide you
with a link r<i the surveyif required.

Please note that the ICGFM and GrantThorntonwill not identify, or attribute thoughts and quotations to,
indmdual survey respondents in the final 2017 report. Thispreserves youranonymity-, so please respond
freely, honestly and openly.

)2017 Giant Ttiomton UK LLP Allrigtits reserved

Question:

Have you completed the
ICGFM survey on-
transparency and citizen
engagement?

GwaThonwnn

MMMdNrpaaar

InnDv.iiion in pubia
fin.inctiil nian.^^ciiKnt
in Mincreasinf^ compUx *nd
unctruun ^ohafenviwmntnt


