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Executive summary 

Overall review of 

financial 

statements 

Purpose of this letter 

Our Annual Audit Letter (Letter) summarises the key findings arising from the 

work that we have carried out at Gloucestershire County Council (the Council) for 

the year ended 31 March 2016. 

 

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

Council and its 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 (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. 

 

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 including the 

Pension Fund on 19 September 2016. The 2015/16 financial statements were 

produced and the audit concluded earlier than in previous years. Fewer issues were 

found during  the financial statements audit, indicating an improvement in the 

quality of the statements. 

 

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 2016. We reflected this in our audit opinion on  19 September 2016. 

 

The Council has a strong track record of delivering challenging savings plan 

targets. In 2015/16 the Council delivered £21.5m against a target of £26m. It is 

too early to determine the outcomes of the Council's savings plan target (£28.3m) 

for 2016/17, but the arrangements in place for the individual schemes are robust 

and the monitoring arrangements are strong. The most significant shortfall in 

2015/16  was against the savings target for adults social care services, which was as 

a consequence of increases in demand. This resulted in savings of £5.7m being 

achieved against a target of £9.1m for adults social care services in 2015/16.  
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Overall review of 

financial 

statements 

 

The Council is in the process of introducing a series of new measures to tackle the 

demand and financial pressures on adults social care services. The Council will 

need to closely monitor the outcome to ensure the sustainability of its financial 

health. 

 

We found that the Council's overarching governance arrangements for the residual 

waste project were appropriate with clear reporting via the Waste Board to the 

Cabinet a key part of the decision making process. Furthermore, the Council's 

approach to the VfM of the residual waste project was robust. 

 

 

Whole of government accounts  

We completed work on the Council's consolidation return following guidance 

issued by the NAO and issued an unqualified report on 17 October 2016  

 

 

 

 

Certificate 

We certified that we had completed the audit of the accounts of Gloucestershire 

County Council in accordance with the requirements of the Code on  17 October 

2016.  

 

Working with the Council 

 

We are really pleased to have worked with you  over the past year. In addition to 

delivering the  audit, we have sought to work alongside the Council to helping it 

pursue its objectives. Examples include county wide training for members on audit 

committee effectiveness, liaising with officers in the implementation of highways 

network accounting in 2016/17, providing training to officers and  sharing 

comparative benchmarking information and good practice. Further detail is set out 

on  page 17. 

 

 

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 2016 
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Audit of  the accounts 

Overall review of 

financial 

statements 

Our audit approach 

Materiality 

In our audit of the Council's accounts, 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 our audit of the Council's accounts to be 

£15,000,000 which is 1.8% 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 also set a lower level of specific materiality for certain areas such as officers 

remuneration (within the correct salary band) and auditor remuneration (£1,000) 

  

We set a lower threshold of £750,000, above which we reported errors to the 

Audit and Governance Committee in our Audit Findings Report. 

 

Pension Fund 

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

materiality to be £17,090,000, which is 1% of the Fund's net assets. 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 lower level of specific materiality for certain areas such as management 

expenses and related party transactions. Both of these were £100,000. We set a 

threshold of £828,000 above which we reported errors to the Audit and 

Governance Committee. 

The scope of our audit 

Our audit involves obtaining enough 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 Council's accounting policies are appropriate, have been consistently 

applied and adequately disclosed;  

• 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 narrative report and annual governance statement to check 

they are consistent with our understanding of the Council and with the accounts 

on which we give 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. 
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Audit of  the accounts of  the Council 

Overall review of 

financial 

statements 

 

 

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

Valuation of property, plant and equipment 

The Council previously re-valued its assets on a rolling basis 

over a five year period . In recent years the move has been 

toward a three-year rolling basis with the aim of moving to two 

years. 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. 

We have undertaken the following work in relation to this risk: 

 Review of management's processes and assumptions for the calculation of the estimate. 

 Review of the competence, expertise and objectivity of any management experts used. 

 Review of the instructions issued to valuation experts and the scope of their work 

 Discussions with the Council's valuer about the basis on which the valuation was carried out, challenging the 

key assumptions. 

 Review and challenge of the information used by the valuer to ensure it was robust and consistent with our 

understanding. 

 Testing of revaluations made during the year to ensure they were 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 satisfied themselves that these  were not materially different to current value. 

Our work did not identify any issues regarding the valuation of property, plant and equipment. 

Better Care Fund 

The Council has entered into a section 75 pooled budget 

arrangement as of 1 April 2015 with Gloucestershire CCG. The 

accounting arrangements for this are complex and there is a risk 

of material misstatement and the potential for irregular 

expenditure. 

 

 

We have undertaken the following work in relation to this risk: 

 We have obtained the signed s75 agreement governing the pooled budget and gain an understanding of the 

Council's assessment of where control lies and the expected accounting entries to be made. 

 We have documented and reviewed the operating effectiveness of the Council's controls over the Better Care 

Fund (BCF) pooled budget. 

 We have tested the accounting entries made in respect of the BCF pooled budget to check they are 

consistent with our understanding of the arrangement and that transactions and balances recorded are 

consistent with those recorded by counterparty organisations. 

Based on our review we agreed that the accounting treatment was appropriate given the nature of the financial 

relationships.  

Some simplification of partnership budgets has now taken place, however, there is scope to further simplify the 

arrangements. Most of the CCG contributions to the 'pooled budget'  for the BCF are payments made to 

Gloucestershire County Council and other providers under 'block contracts'.  As these block contract payments 

are fixed, amounts for a given service there is no actual pooling of funds, therefore the budgets are merely 

aligned. We found that only two out of the 37 projects within the BCF were shared arrangements requiring 

contribution from both GCCG and GCC. Of these only one project met the definition of joint control.  

No issues were identified from our substantive testing 

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 of  the Council 

Overall review of 

financial 

statements 

 

 

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

Employee remuneration and benefit obligations and expenses is 

understated. 

We have undertaken the following work in relation to this risk: 

• documented our understanding of processes and key controls over the transaction cycle, 

• undertaken walkthrough of the key controls to assess the whether those controls were in line with our 

documented understanding, 

• reviewed the reconciliation of the payroll system to the general ledger, including proof in total of the monthly 

payroll to the general ledger, 

• completed a trend analysis of monthly payroll data, and  

• tested amount paid to individual employees on a sample basis. 

Our work did not identify any issues regarding employee remuneration. 

Creditors related to core activities (e.g. supplies) are  

understated or not recorded in the correct period. 

We have undertaken the following work in relation to this risk: 

• documented our understanding of processes and key controls over the transaction cycle, 

• undertaken walkthrough of the key controls to assess the whether those controls were in line with our 

documented understanding, 

• searched for unrecorded liabilities by reviewing payments after the year end, and 

• reviewed the Council's accrual policy and tested accrued balances and goods receipted. 

Our testing of year end expenditure cut-off identified some errors but these were not material. 

 

The Council's pension fund asset and liability as reflected in its 

balance sheet represent significant estimates in the financial 

statements. 

We have undertaken the following work in relation to this risk: 

 documentation of the key controls that were put in place by management to ensure that the pension fund 

liability was not materially misstated.  

 walkthrough of the key controls to assess whether they were implemented as expected and mitigate the risk 

of material misstatement in the financial statements. 

 review of the competence, expertise and objectivity of the actuary who carried out the Council's pension fund 

valuation.  

 gaining an understanding of the basis on which the IAS 19 valuation was carried out, undertaking procedures 

to confirm the reasonableness of the actuarial assumptions made.  

 review of the consistency of the pension fund asset and liability and disclosures in notes to the financial 

statements with the actuarial report from your actuary. 

Our audit work has not identified any issues in respect of the pension fund net liability 

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 – Pension Fund  

Overall review of 

financial 

statements 

 

 

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

Level 3 Investments valuation is incorrect 

 

We have undertaken the following work in relation to this risk: 

• gained an understanding of the transactions via discussions with the pension fund team and reviewed supporting 

documentation. 

• carried out walkthrough tests of the controls identified in the cycle. 

• tested a sample of Level 3 investments by obtaining and reviewing the audited accounts at latest date for individual 

investments and agreeing these to the fund manager reports at that date.  Reconciliation of those values to the values 

at 31 March 2016 with reference to known movements in the intervening period. 

• reviewed the nature and basis of estimated values and considered what assurance management has over the year 

end valuations provided for these types of investments. 

Our audit work has not identified any significant issues in relation to the risks identified 

Investment income not accurate. We have undertaken the following work in relation to this risk: 

 We documented our understanding of processes and key controls over the transaction cycle, 

 We have performed a walkthrough to gain assurance that the in-year controls were operating in accordance with our 

documented understanding. 

 We have reviewed the reconciliation of information provided by the fund managers, the custodian and the Pension 

Fund's own records and sought explanations for variances,  

Our audit work has not identified any significant issues in relation to the risks identified 

Level 2 investments valuation is incorrect. We have undertaken the following work in relation to this risk: 

 We documented our understanding of processes and key controls over the transaction cycle, 

 We have performed a walkthrough to gain assurance that the in-year controls were operating in accordance with our 

documented understanding. 

 We have reviewed the reconciliation of information provided by the fund managers, the custodian and the Pension 

Fund's own records and sought explanations for variances,  

Our audit work has not identified any significant issues in relation to the risks identified 

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

Overall review of 

financial 

statements 

 

 

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

Recorded contributions not correct  We have undertaken the following work in relation to this risk: 

 documented our understanding of processes and key controls over the transaction cycle 

 undertaken walkthrough of the key controls to assess the whether those controls were in line with our documented 

understanding 

 tested key controls over the contributions made to the fund, 

 tested a sample of contributions to source data to gain assurance over their accuracy and occurrence, and 

 analysed contributions received with reference to changes in member body payrolls and numbers of contributing 

pensioners and ensured that any unexpected trends were satisfactorily explained. 

Our audit work has not identified any significant issues in relation to the risk identified. 

Benefits improperly computed or claims 

liability understated  

We have undertaken the following work in relation to this risk: 

 documented our understanding of processes and key controls over the transaction cycle 

 undertaken walkthrough of the key controls to assess the whether those controls were in line with our documented 

understanding 

 tested key controls for member to be enrolled on the scheme, 

 tested a sample of individual pensions in payment by reference to member files, and 

 rationalised pension paid with reference to changes in pensioner numbers and increases applied in the year to 

ensure that any unusual trends are satisfactorily explained 

Our audit work has not identified any significant issues in relation to the risk identified. 

Member data is not correct.  We have undertaken the following work in relation to this risk: 

 documented our understanding of processes and key controls over the transaction cycle 

 undertaken walkthrough of the key controls to assess the whether those controls were in line with our documented 

understanding 

 tested key controls over changes to the pension fund data set, and 

 tested a sample of changes to member data made during the year to source documentation. 

Our audit work has not identified any significant issues in relation to the risk identified 

These are the risks which had the greatest impact on our overall strategy and where we focused more of our work on the audit of the pension fund.   
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Audit of  the accounts 

Overall review of 

financial 

statements 

Audit opinion 

We gave an unqualified opinion on the Council's accounts on 19 September 2016, 

in advance of the 30 September 2016 national deadline. 

 

The Council made the accounts available for audit in line with the agreed 

timetable, and provided a good set of working papers to support them. This was 

much earlier than in previous years. The finance team responded promptly and 

efficiently to our queries during the course of the audit. As a result the audit was 

fundamentally complete in July 2016. 

 

 

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 16 September 2016.  

In addition to the key audit risks reported above, we identified some 

improvements to the disclosures in the accounts. 

 

Pension fund accounts  

We also reported the key issues from our audit of accounts of the Pension Fund 

hosted by the Council to the  Council's Audit and Governance Committee on 16 

September 2016. In addition to the audit risks highlighted above we identified 

some improvements to the disclosures in the accounts. 

 

 

Annual Governance Statement and Narrative Report 

We are also required to review the Council's Annual Governance Statement and 

Narrative Report. The Council 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  

 

 

 



© 2016 Grant Thornton UK LLP  |  The Annual Audit Letter for  Gloucestershire County Council--October 2016 11 

Value for Money conclusion 
 

Overall review of 

financial 

statements 

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 2015 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. 

  

 

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 2016.  
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Value for Money  

Overall review of 

financial 

statements 

 

 

 

Risk identified Work carried out Findings and conclusions 

Energy from waste plant 

The Council entered into a  Deed of 

Variation and Restatement with Urbaser 

Balfour Beatty Ltd in respect of the 

Residual Waste contract originally signed 

on 22nd February 2013. This effectively 

brought the contract up to date following 

planning delays and enacts the changes 

arising out the Revised Project Plan 

process. It is important  to ensure that this 

important decision is properly justified. 

 

We reviewed the Council's governance 

arrangements around making this important 

decision. 

We reviewed the Council's arrangements for the Deed of Variation and 

Restatement with Urbaser Balfour Beatty Ltd in respect of the Residual Waste 

contract originally signed on 22nd February 2013. 

 

On 22 July 2015 Cabinet approved the continued costs of the revised project 

plan of between £5-6m to December 2015 funded from reserves, the increased 

costs were as a result of the delays caused by the planning appeal. 

 

On 11 November 2015 Cabinet approved a further £17m one-off financial 

contribution to the residual waste project, funded from revenue reserves to 

mitigate the cost of delay in the annual revenue budget for the project over 25 

years. The Cabinet also authorised the Director of Communities and 

Infrastructure to agree and sign the deed of variation restatement of the residual 

waste contract. The contract is forecast to show savings of £153m over its life 

and is affordable within the first five years of operation. 

 

The Council's Waste Board met on 22 December 2015 to finalise some of the 

outstanding deed of variation issues  and financial close was completed on 21 

January 2016 following an in depth analysis of the value for money/affordability 

of the residual waste contract . 

 

The contract will be in service from summer 2019 (25 years with a 5 year 

extension option) and the asset will revert back to the Council at the end of the 

contract, with the potential for a further 25 years of life. 

 

We found that the Council's overarching governance arrangements for the 

residual waste project were appropriate with clear reporting via the Waste Board 

to the Cabinet a key part of the decision making process. Furthermore, the 

Council's approach to the VfM of the residual waste project was robust. The 

Council employed consultants to undertake a comprehensive VfM review and 

the outcomes of this process clearly demonstrated that the Council's decision 

represented value for money and that the decision making process was well 

informed  

On that basis we concluded that the risk was sufficiently mitigated and the 

Council has proper arrangements in place to support informed decision 

making. 

 Value for money risks 
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Value for Money  

Overall review of 

financial 

statements 

 

 

 

Risk identified Work carried out Findings and conclusions 

Future financial sustainability 

The Council identified savings of £32.3m 

as part of the 2016/17 budget setting 

process. A contingency has been set aside 

in case this is not fully delivered. Delivery 

of this level of savings will be challenging 

for the Council. Savings plans for 2017/18 

are still being developed. 

We reviewed the Council's arrangements for 

identifying and agreeing savings plans, and 

communicating key findings to the Council and key 

decision making committees. 

The Council has a strong track record of delivering challenging savings plan 

targets. In 2015/16 the Council delivered £21.5m against a target of £26m. The 

most significant shortfall was against the savings target for adults social care 

services, which was as a consequence of increases in demand. This resulted in 

savings of £5.7m being achieved against a stretch target of £9.1m for adults 

social care services in 2015/16. 

 

The Council is in the process of updating its medium term financial strategy and 

the Cabinet approved the proposed approach for reviewing and developing the 

Council's Strategy and Medium Term Financial Strategy for the period 2017/18 

to 2019/20 (MTC2) in July 2016. This includes a summary of funding forecast for 

the period, an analysis of spending pressures and a high level summary of 

potential savings targets. 

 

The Council set an initial savings target for 2016/17 of £32.3m but this was 

revised to £28.3m. 

  

All of the individual savings schemes have detailed project plans, key 

milestones, clearly identified project leads and are routinely monitored by the 

Council using Verto, which is its project management software system. It is too 

early to determine the outcomes of the Council's savings plan target (£28.3m) 

for 2016/17, but the arrangements in place for the individual schemes are robust 

and the monitoring arrangements are strong. 

 

On that basis we concluded that the risk was sufficiently mitigated and the 

Council has proper arrangements in place to ensure it plans finances 

effectively to support its strategic functions and to support informed 

decision making. 

 Value for money risks 
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Value for Money  

Overall review of 

financial 

statements 

 

 

 

Risk identified Work carried out Findings and conclusions 

Children's social care 

As at October 2015 the forecast 

overspend in Children's and Families was 

projected to be £2.36m after the 

application of £1.65m from the vulnerable 

children's reserve. There has been 

sustained pressure from children coming 

into care, which has principally affected 

the external placements and safeguarding 

budgets. There are high agency costs due 

to difficulties in attracting permanent social 

workers. 

We reviewed the Council's arrangements for 

managing the overspend, and the plans in place to 

ensure that this service is sustainable. 

The outturn revenue position for children's social care services for 2015/16 was 

an overspend of £0.7m (0.7% of the net budget). This figure took into account 

the allocation of £2m of the Minimum Revenue Provision (MRP) policy change 

savings, but ensured that the previously reported forecast draw down of £1.65m 

from the vulnerable children's reserve was not required, which provides 

additional resilience for 2016/17. The improvement in the outturn revenue 

position was also due to increased underspends within children with disabilities, 

supporting people and home to school transport and a reduction in the external 

placement overspend. 

 

The current forecast of the 2016/17 year end revenue position as at June 2016 

for children's social care services is an overspend of £2.79m (2.77% of budget), 

which reduces to £1.14m after the vulnerable children's reserve has been 

applied.  

 

The significant rise in children coming into care (600 cases in May 2016 

compared to 479 cases in April 2014) is continuing to cause considerable 

pressures on children's services and, in particular, against the external agency 

placement and fostering allowances budgets resulting in the overspend. Robust 

scrutiny by senior managers of high cost placements continues to ensure 

appropriate provision is in place and placement drift is avoided but the 

underlying issue is the volume of placements required. The financial recovery 

plan continues to be reviewed and updated to mitigate against the volume 

increases wherever possible.  

 

At present, it is too early to determine the outcomes of this year's children's 

social services savings plan schemes (£1.252m), but the schemes are actively 

managed through the Council's use of Verto. In addition, we note that the 

Council is focused on delivering its financial recovery plan.  

 

On that basis we concluded that the risk was sufficiently mitigated and the 

Council has proper arrangements in place to ensure it plans finances 

effectively to support its strategic functions. 

 Value for money risks 
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Value for Money  

Overall review of 

financial 

statements 

 

 

 

Risk identified Work carried out Findings and conclusions 

Adults social care 

The forecast overspend in adults social 

care services was projected to be £3.9m 

after the drawdown of £1.2m adults 

earmarked reserve. Virtually all of this was 

attributed to Older Peoples and Physical 

Disabilities where there was a £7.2m 

(12.1%) overspend. This area of 

expenditure continues to cause significant 

financial pressures on the overall budget. 

We reviewed the Council's arrangements for 

managing the overspend, and the plans in place to 

ensure that this service is sustainable. 

The outturn revenue position for adults social care services for 2015/16 was an 

overspend of £3.1m (2.1% of budget). The allocation of £2m of the MRP policy 

change savings reduced the overspend from £5.1m. Anticipating and managing 

the situation ensured the previously reported forecast draw down of £1.2m from 

the adults earmarked reserve was not required, which provides additional 

resilience for 2016/17. 

 

The current forecast of the 2016/17 year end revenue position as at June 2016 

for adults social care services is breakeven, based on the underlying overspend 

being offset by a combination of temporary and permanent funding available 

adults in this financial year. The underlying overspend of £3.85m includes 

learning disabilities (£2m), older people/physical disabilities (£1.5m), mental 

health (£0.14m) and community equipment and telecare (£0.21m) is offset by 

care act reserve (£1.31m temporary) and social care levy (£2.54m permanent). 

 

Meetings with key officers and review of the Council's adults social care savings 

plan for 2016/17 have established that the Council is in the process of 

introducing a series of new measures to tackle the demand and financial 

pressures on adults social care services. 

 

At present, it is too early to determine the outcomes of this year's adults social 

services savings plan schemes (£3.760m), but the schemes are actively 

managed through the Council's use of Verto. In addition, we note that the 

Council is focused on delivering its financial recovery plan.  

 

On that basis we concluded that the risk was sufficiently mitigated and the 

Council has proper arrangements in place to ensure it plans finances 

effectively to support its strategic functions. 

Value for money risks 
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Working with the Council 

Overall review of 

financial 

statements 

Our work with you in 2015/16 

 

We are really pleased to have worked with you  over the past year. In 

addition to delivering the  audit, we have sought to work alongside the 

Council to helping it pursue its objectives. 

 

An efficient audit – we delivered the accounts audit 11 days before the 

deadline following the Audit and Governance Committee's approval of the 

accounts. The audit was completed in July and was in line with the 

timescale we agreed with you. Our audit team are knowledgeable and 

experienced in your financial accounts and systems. Our relationship with 

your team provides you with a financial statements audit that continues to 

finish ahead of schedule releasing your finance team for other important 

work.  

 

Sharing our insight – we provided regular audit committee updates 

covering best practice.  Areas we covered included  Innovation in public 

financial management, Knowing the Ropes – Audit Committee; 

Effectiveness Review, Making devolution work, Reforging local 

government. We have  also shared with you our insights on advanced 

closure of local authority accounts, in our publication "Transforming the 

financial reporting of local authority accounts" and will continue to 

provide you with our insights as you  bring forward your production of 

your year-end accounts. Officers are attending a workshop we are holding  

in October 2016 to further help with this.. 

 

 

 

 

 

 

 

Thought leadership – We have shared with you  several publications 

including on Building a successful joint venture and will continue to support 

you in this area. Your officers are attending a round table workshop we are 

holding in Bristol  in October on improving income generation. 

 

Providing training – we provided your teams with training on financial 

accounts and annual reporting. We also ran a workshop at the request of 

this Council and the CCG on the implementation of the Better Care Fund. 

 

Supporting development – Members of your Audit and Governance 

Committee requested training on audit committee effectiveness. We 

provided training to members across Gloucestershire in July. 

 

Providing information – We provided a presentation on CFO insights, our 

online analysis tool providing you with access to insight on the financial 

performance, socio-economy context and service outcomes of councils 

across the country.  We have also provided the Council and local CCG with 

an analysis of health and well being for the County which highlighted some 

interesting issues.  

 

Sharing good practice- we reviewed the Council's approach to  revising its 

approach to the minimum revenue provision and shared approaches from 

other authorities.  
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Working with the Council 

Overall review of 

financial 

statements 

 

 

 

Working with you in 2016/17 

Highways Network Asset  

The Code of Practice on Local Authority Accounting (the Code) requires 

authorities to account for Highways Network Asset  (HNA) at depreciated 

replacement cost (DRC) from 1 April 2016. The Code sets out the key 

principles but also requires compliance with the requirements of the 

recently published Code of Practice on the Highways Network Asset (the 

HNA Code), which defines the assets or components that will comprise the 

HNA. This includes roads, footways, structures such as bridges, street 

lighting, street furniture and associated land.  

 

The Code includes transitional arrangements for the change in asset 

classification and the basis of measurement from depreciated historic cost 

(DHC) to DRC under which these assets  will be separated from other 

infrastructure assets, which will continue to be measured at DHC.  

  

This is expected to have a significant impact on the Council's 2016/17 

accounts, both in values and levels of disclosure, and may require 

considerable work to establish the opening inventory and condition of the 

HNA as at 1 April 2016. 

 

Under the current basis of accounting values will only have been recorded 

against individual assets or components acquired after the inception of 

capital accounting for infrastructure assets by local authorities.  Authorities 

may therefore have to develop new accounting records to support the 

change in classification and valuation of the HNA.  

 

. 

 

 

 

 

 

 

 

 

Some of the calculations are likely to be complex and will involve the use of 

external models, a combination of national and locally generated rates and a 

number of significant estimates and assumptions. 

 

We have been working with the Council on the accounting, financial reporting 

and audit assurance implications arising from these changes. We have issued two 

Client Briefings which we have shared with officers.  We will issue further 

briefings during the coming year to update the Council on key developments and 

emerging issues. 

 

This significant accounting development is likely to be a significant risk for our 

2016/17 audit, so we have already had some preliminary discussions with the 

Council to assess the progress it is making in this respect. Our discussions with 

Council Officers to date has highlighted the fact that highways and finance staff 

have been working closely together for some time to help ensure a successful 

implementation  

 

The Council is planning to refresh its implementation plan. and in doing so 

should ensure that this in accordance with LAAP Bulletin 100 "Project Plan for 

Implementation of the Measurement Requirements for Transport Infrastructure 

Assets by 2016/17. The Council will want to monitor progress against this plan 

and decide on reporting arrangements 

 

Finance is considering how it will get assurance from highways colleagues on the 

value of assets which will go into the Council's accounts. Internal Audit may have 

a role to play in helping provide this. Some estimates are being used in arriving at 

assets and the Council may wish to complete a physical inventory as far as 

practicable. 
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Working with the Council 

Overall review of 

financial 

statements 

 

 

 

 

. 

 

 

 

 

 

 

 

 

We will also continue to work with you and support you over the next financial 

year in other areas. 

 

Locally our focus will be on: 

• An efficient audit – continuing to deliver an efficient audit 

• Improved financial statement processes – we will continue to work along side 

you as you continue to streamline your final accounts closedown processes. 

• Understanding your operational health – we will focus our value for money 

conclusion work on  adults and children social care issues.  

 

 

 

We will continue to liaise closely with the senior finance team during 

2016/17 on this important accounting development, with timely feedback 

on any emerging issues.  

 

The audit risks associated with this new development and the work we plan 

to carry out to address them will be reflected in our 2016/17 audit plan. 
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Appendix A: Reports issued and fees 

Fees 

Planned 

£ 

Actual fees  

£ 

2014/15 fees  

£ 

Statutory audit of Council 98,010 98,010 

 

98,010 

Statutory audit of Pension Fund 24,989 24,989 24,989 

Total fees (excluding VAT)                           122,999 122,999 122,999 

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

Fees for other services 

Service Fees £ 

Audit related services: 

• Teachers pension claim 

 

4,200 

Non-audit services  

• Fire Service PFI 

 

14,000 

Reports issued 

Report Date issued 

Audit Plans March 2016 

Audit Findings Reports September 2016 

Annual Audit Letter October 2016 
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