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The cantents of this report relate only to the matters which have come to our attenuon, which we believe need to be

reported to vou as part of our audit process. [t is not a comprehensive record of all the relevant matters, which may
be subject to change, and i particular we cannot be held responsible to you for reporting all of the risks which may
atfect vour business or any weaknesses in your internal controls. This report has been prepared solely for vour
benetit and should not be quoted in whole or in part without our prior written consent. We do not accept any
responsibility for any loss occasioned 1o any third party acting, or refraining from acting on the basis of the content
ot this report, as this report was not prepared tor, nor intended for, any other purpose

2017 Grant Tharnton UK LLP. Al rights reserved
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Introduction

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

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 this update along with other items:

* Income generation is an increasingly essental part of providing sustainable local services ; hitp:
ready-tu-be-more-commetcial

* Social enterprises are becoming increasingly commaon vehicles for delivering services that are not an ‘essential’ service for an authority but still important to the local community;

* Drexit and local government;

O, 3 and
http:/ /www grantthornton.couk/ t:n/ msl[_,htx/ brexir-local-government--transitioning- suLcessfully/

If you would like further information on any items in this briefing, or would like to register with Grant Thornton to receive regular email updates on issues that are of interest to you, please
contact either your Engagement Lead or Enpagement Manager.,

© 2017 Grant Thornton UK LLP. All rights reserved.
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Progress at November 2017

Planned

2016/17 Date  Complete?
Annual Audit Letter

The Annual Audit Letter is contained within the committee papers. October Y,
2017 o

Housing Benefits 30

The work on the Housing benefits work is nearing completion. The work November Bhagi

will be completed by the deadline of 30 November and we will report our 2017 ngoing

findings in the certification report in March.

Planned

2017/18 Date Complete?
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. April 2017 Yes

PSAA has awarded contracts to audit suppliers and is currently consulting
on local appointments.

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 March 2018
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.

Not yet due

© 2017 Grant Thornton UK LLP. All rights reserved,

Comments

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).

Comments

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

The Audit Plan will be presented to the April 2018 Audit Committee.
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Progress at November 2017

Planned
2017/18 Date

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 March 2018

+ early work on emerging accounting issues

+ Early work on control arrangements for transfer of staff to Publica and
establishment of group accounts

= early substantive testing

* Value for Money conclusion risk assessment.

Final accounts audit
+ proposed opinion on the Council's accounts June - July
+ proposed Value for Money conclusion 2018
« review of the Council's disclosures in the consoclidated accounts against the Code
of Practice on Local Authority Accounting in the United Kingdom 2017/18.

Value for Money (VM) 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 July 2018
and deployed resources to achieve planned and sustainable outcomes for taxpayers
and local peaple”.
The three sub criteria for assessment to be able to give a conclusion overall are:
+ Informed decision making
+ Sustainable resource deployment

©2m7 WNorKing withipartners endrothesthird parties

Completer?

Comments

Issues arising from our interim visit will be set out in our
Audit Plan.

We will report our findings in our Audit Findings Report.

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 Authority Accounting in the
United Kingdom 2017/18

CIPFA/LASAAC has issued the Local Authority Accounting
Code for 2017/18. The main changes to the Code include:

* amendments to section 2.2 (Business Improvement
District Schemes (England, Wales and Scotland), Business
Rare Supplements (England), and Community
Infrastructure Levy (England and Wales)) for the
Community Infrastructure Levy to clarify the treatment of

commencement date

* amendment to section 3.1 (Narratuve Reporting) to
introduce key reporting principles for the Narrative Report

* updates to section 3.4 (Presentation of Financial
Statements) to clarify the reporting requirements for
accounting policies and going concern reporting

* following the amendments in the Update to the 2016/17
Code, changes to sections 4.2 (Lease and Lease Type
Arrangements), 4.3 (Service Concession Arrangements:
Local Authority as Grantor), 7.4 (Financial Instruments —
Disclosure and Presentation Requirements)

© 2017 Grant Thormton UK LLP. All rights reserved

Forthcoming provisions for IFRS 9 and IFRS 15

CIPFA/LASAAC has tssued ‘Forthcoming provisions
for IFRS 9 Financial Instruments and ITFRS 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 TFRS 15
Revenue from Contracts with Customers. It has been
issued 1n advance of the 2018/19 Code to provide local
authorities with fime to prepare for the changes required
under these new standards.

IFRS 9 replaces IAS 39 Financial Instruments:
Recognition and Measurement. IFRS 9 includes a single
classification approach for financial assers, a forward
looking ‘expected loss” model for impairment (rather
than the ‘incurred loss” model under TAS 39) and some
fundamental changes to requirements around hedge
accountng,

Technical Matters

' Questions:

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

and the forthcoming changes td
lease accounting and revenue
recognition?

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

It should be noted that the publication does not have the

authority of the Code and early adoption of the two
standards 1s not permitted by the 2017/18 Code.

IM6
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Procurement of FExternal Audit

Services

Public Sector

Audit Appointments

Procurement outcome

As a result of the highly successful procurement of auditor services, opted-in Local
government and police bodies throughout England will collectively benefir from
reduced fees for audit services in 2018/ 19 compared to 2016/17. Aggregate savings
are expected to exceed £6 million per annum, equivalent to a reduction of
approximately 18% in the scale fees payable by local bodies.

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

* Lot 1 of approx. {14.6 million per audit year was awarded to Grant Thornton
LLP;

* Lot 2 of approx. £10.9 million per audit year was awarded to EY LLP;

* Lot 3 of approx. £6.6 million per audit year to awarded to Mazars LLD;

* Lot 4 of approx. £2.2 million per audit year to awarded to BDO LLP;

* Lot 5 of approx. £2.2 million per audit year to awarded to Deloitte LLP; and

* Lot 6 with no guaranteed value of work to awarded to a consortium of Moore
Stephens LLP and Scott-Moncrieff 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 quality.

The procurement strategy, agreed by the PSAA Board in December 20106, sets our the
basis on which the procurement of audit services was carried out.

Having concluded the procurement, PSAA will commence the process of appointing
auditors to opted-in bodies. For more information on the auditor appointment

process chick here

% 2017 Grant Thormton UK LLP. All nghts reserved

Sector Issues

Finalising and confirming appointments

The PSAA Board will approve all proposed appointments from 2018/19,
following consultation with audired bodies, ar its meeting in mud-December.
The Board’s decision on the appointment of auditors 1s final. Following
Board consideration, we will write to each audited body to confirm their
appointment. We plan to send all confirmations 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 LA to appoint a reporting accountant to
undertake this work and notify the DWP of this. A standard letter of
notification for the LA 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

Sector Issues

Expenditure and Financing

DCLG has produced 2 summary of Local Authorities’ 2016/17 provisional revenue spending and financing. It notes that

Local government expenditure accounts for almost a quarter of all government spending and the majotity of this is through

local authority revenue expenditure. The summary is compiled from the Revenue Qutturn (RQ) returns submitted by all
local authorities in England. Coverage is not limited to local councils in England and includes other authority types such as
Police and Ctime Commissioners and Fire authorities.

The headline messages include:

* Local authotity 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 Social Care increased to £14.9 billion in 2016-17. This was £0.5 billion (3.6%) higher than in 2015-
16. 2016-17 was first year local authorities were able to raise additional funding for Adult Social Care through the council

tax precept.

* The largest decrease in local authority expenditure was on Education services. This was £0.8 billion (2.4%0) lower in 2016-

17 than in 2015-16. The majority of 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 wete 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 2016-17 than in 2015-16. Due to changes in their capital
programme, £0.5 billion of this increase is due to the Greater London Authority.

ads/antachment data/file /639755 /Revenue_Txpenditure and Fin

© 2017 Grant Thamton UK LLP. All rights reserved.

Did you know....

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

CFO Insights is the Grant Thornton and CIPFA online
analysis tool. It gives those aspiring to improve the
financial position of their organisation instanr access 1o
insight on the financial performance, socio-economic
context and service ourcomes of theirs and every other
council in England, Scotland and Wales.

More information is available at:

http:/ /www.cfoinsights.co.uk
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Combined Authorities: Signs of

Success

In her foreword ro ‘Building our Industrial Strategy’ the
Prime Minister states that the initiative “will help 1o
deliver a stronger economy and a fairer society — where
wealth and opportunity are spread across every
community in our United 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 this, 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. Tt is still early days for most combined
authorities — the political and administrative difficulties of
adopting this model are not to be under-estimated - but
early signs are emerging of 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 Vibrant Economy
Index, which goes beyond financial rerurns and rakes into
account the wellbeing of society, to compate city regions.
We believe that these benchmarks can serve as a baseline
for assessment of progress over time.

© 2017 Grant Thornton UK LLP. All rights reserved

Key findings from the report:

CAs must begin to reduce the institutional blutring
with historic local government structures that has
occurred with their formation. As grearer clarity
emerges over their roles, functions, and profiles of
individual mayors, ; their perceived legitimacy will
increase.

CAs stand and fall on their ability to add value through
targeted investment, strategic co-ordination, joined-up

policy and the levering in of additional resources
(particularly addinonal private sector funds).
There 1s no single checklist or set of criteria for
measuring the success of mayors and combined
authorities, each city region must atticulate its own
challenges and show progress in tackling them.

A balanced set of benchmarks encompassing both

economic and social success will, however, serve as a
useful stimulus for the debate around the impact of the

combined authority model over time.

Grant Thornton publications

' Questions:

* Have you read our report?

© GanThomton Brwd Phadcangen

[r——

Combined Authorities:
signs of success

we

hitp://www.arantthornton.co.uk/en/insight
s/combined-authorities-signs-of-success/
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Setting up a Successtul Social

Enterprisc

Local government continues to innovate as it reacts to
ongoing austerity, An important strand of this
response has been the development of alternative
delivery models, including local authority trading
companies, joint ventures and social enterprises.

This report focuses on social enterprises in local
government; those orgamsations thar trade with a
social purpose or carry out activities for community
benefit rather than private advantage. Social
enterprises come in a variety of shapes and sizes as
they do not have a single legal structure or ownership
rule and can adopt any corporate form 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 take into
constderation.

© 2017 Grant Thornton UK LLP. All rights 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 soctal enterprise model tends to lend itself more to
community 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 social outcomes has been identified

Striking a balance between financial and social returns

[f vou are a local authonty looking to transition a public
service to a soctal enterprise model certam factors will be key
1o your success including: leadership, contnuing the culiure,
branding, staff reward and sccure mcome stream

Download our :_;l,LIIiL' Lo prll ire how ro handle these factors
to ensure success, the requirements for setting up a social
enierprise, and how socral enferprise can be ended, The j.'lllitlc
also showeases a number of compelling case studies from
local authonnes around England, featuring mspiring wdeas
from those socal enterprises that have been a suceess: and

lessons learned from those that have encountered challenges

Grant Thornton publications

' Questions:

Is your Council exploring
options for delivery of services”
Have you read our report?
Have you downloaded our
guide?

DOWNLORL
A guide to setting up a social en-
terprise

Dawnlood POF [1.380kb] —

http://www.grantthornton.co.uk/en/insight
s/a-guide-to-setting-up-a-social-
enterprise/
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International Consortium on
Governmental
‘1nancial Management

Introduction

Grant Thornton and the International Consortium on Governmental Financial Management (ICGEM)
partner every other year to perform an international survey of Public Financial Leaders.

In 2015 the theme was innovation in public financial management. This year’s survey has been designed to
identify and describe emerging 1ssues around transparency and citizen engagement — building on the themes
highlighted in the 2015 repaort.

The insights will be published 1 a report later in 2017 and we would be delighted if vou were able to spend
B P P 5 b p

some tme completing the brief on-line questionnaire which can be found here

brps s Cpigualines comy ghe/ torm SV _epSpNzgTighe70 1 Your Audit Manager will be able to provide you
with a link to the survey if required.

Please note that the ICGFM and Grant Thornton will not identify, or attribute thoughts and quotations to,
individual survey respondents in the final 2017 report. This preserves your anonymity, so please respond
freely, honestly and openly.

We have again partnered with the
ICGFM to survey Financial Leaders

Question:
* Have you completed the

ICGFM survey on:
transparency and citizen -
engagement?

© GantThomton

An ratiect for grwth

financial man wwement
in an increasingly complex and
uncertain environment
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