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

reported to you as part of our audit process. It is not a comprehensive record of all the relevant matters, which may 

be subject to change, and in particular we cannot be held responsible to you for reporting all of the risks which may 

affect your business or any weaknesses in your internal controls. This report has been prepared solely for your 

benefit 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 to any third party acting, or refraining from acting on the basis of the content 

of this report, as this report was not prepared for, nor intended for, any other purpose. 
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Introduction 

Members of the Audit and Governance 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: 

• CFO Insights – reviewing council's 2015/16 spend (December 2016); http://www.grantthornton.co.uk/en/insights/cfo-

insights-reviewing-councils-201516-spend/ 

• Fraud risk, 'adequate procedures', and local authorities (December 2016); 

http://www.grantthornton.co.uk/en/insights/fraud-risk-adequate-procedures-and-local-authorities/ 

• New laws to prevent fraud may affect the public sector (November 2016); 

http://www.grantthornton.co.uk/en/insights/new-laws-to-prevent-fraud-may-affect-the-public-sector/ 

• Brexit: local government – transitioning successfully (December 2016) 

http://www.grantthornton.co.uk/en/insights/brexit-local-government--transitioning-successfully/ 

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 Engagement 

Manager. 

This paper provides the Audit and Governance 

Committee with a report on progress in delivering our 

responsibilities as your external auditors.  

http://www.grantthornton.co.uk/en/insights/knowing-the-ropes--audit-committee-effectiveness-review-2015/
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Progress at March 2017 

2016/17 work Planned Date Complete? Comments 

Fee Letter  
We are required to issue a 'Planned fee letter for 2016/17' by the 

end of April 2016 

April 2016 

 

 

Yes 

 

Already presented to Committee 

Accounts Audit Plan 
We are required to issue a detailed accounts audit plan to the 

Council setting out our proposed approach in order to give an 

opinion on the Council's 2016-17 financial statements. 

March 2017 Yes 

 

The audit plan for Gloucestershire County Council will be presented to 

the Audit and Governance Committee in April 2017. 

As that Committee is 'Those Charged with Governance' for the 

Gloucestershire Pension Fund, we will present our audit plan for the 

pension fund to the same meeting. 

Interim accounts audit  
Our interim fieldwork visit plan included: 

• updated review of the Council's control environment 

• updated understanding of financial systems 

• review of Internal Audit reports on core financial systems 

• early work on emerging accounting issues 

• early substantive testing 

• Value for Money conclusion risk assessment. 

January-March 

2017 

 

Yes The results of our interim audit are contained in our plan.  
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Progress at March 2017 

2016/17 work Planned Date Complete? Comments 

Final accounts audit 
Including: 

• audit of the 2016/17 financial statements 

• 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 2015/16   

June-July 2017 Not started We will report our findings to the Audit and Governance Committee on 

28 July 2017. 

Value for Money (VfM) conclusion 
The scope of our work is unchanged to 2015/16 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 

• Working with partners and other third parties 

February-July 

2017 

In progress We currently consider the indicative residual significant risks to the 
value for money conclusion are: 
 
-future financial sustainability 
-children's social care 
-adults social care 
 
As noted in our audit plan, we will be mindful of the conclusions in 
Ofsted's forthcoming report. 

Other activities 
 

Your officers attended one of the local events we held covering the 
production of the Council's financial statements for the year ended 31 
March 2017. 



Technical Matters 
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Highways network asset accounting update 

On 14 November CIPFA/LASAAC announced a deferral of  the move to measuring the Highways Network Asset ('HNA') at depreciated 

replacement cost in local authority financial statements for 2016/17. This was due to delays in obtaining updated central rates information 

that was required for the valuations.  

 

CIPFA/LASAAC reviewed this position at its meeting in March 2017 and issued the following statement which effectively put an end to 

the proposals: 

 

At its meeting on March 8th, the CIPFA/LASAAC Code Board decided not to proceed with the introduction of  the Highways Network Asset Code into the 

financial reporting requirements for local authorities. The Board decided that, currently and in particular in the absence of  central support for key elements of  the 

valuation, the benefits are outweighed by the costs of  implementation for local authorities. The Board determined that it will give further consideration to this issue 

only if  provided with clear evidence that benefits outweigh costs for local authorities. 

 

The Board recognises the work undertaken by accounts preparers, auditors and highways engineers in preparing for the planned changes and would encourage 

continued improvement of  the management of  the highways network asset through better inventory and cost information. 
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Telling the story – Changes in 2016/17 CIPFA Code 

CIPFA has been working on the 'Telling the Story' project, which aims to streamline the financial statements and improve accessibility to 

the user. This has resulted in changes to CIPFA's 2016/17 Code of  Practice on Local Authority Accounting in the United Kingdom ('the 

Code'). 

 

The main changes affect the presentation of  the Comprehensive Income and Expenditure Statement ('CIES'), the Movement in Reserves 

Statement ('MIRS') and segmental reporting disclosures. A new Expenditure and Funding Analysis has been introduced. 

 

The key changes are: 

• the cost of  services in the CIES is to be reported on basis of  the local authority's organisational structure rather than the Service 

Reporting Code of  Practice (SERCOP) headings 

• an 'Expenditure & Funding Analysis' note to the financial statements provides a reconciliation between the way local authorities are 

funded and the accounting measures of  financial performance in the CIES 

• the changes will remove some of  the complexities of  the current segmental note 

• other changes to streamline the current MIRS providing options to report Total Comprehensive Income and Expenditure (previously 

shown as Surplus and Deficit on the Provision of  Services and Other Comprehensive Income and Expenditure lines) and removal of  

earmarked reserves columns. 

 

Other amendments have been made to the Code: 

• changes to reporting by pension funds in relation to the format and fair value disclosure requirements to reflect changes to the 

Pensions SORP 

• other amendments and clarifications to reflect changes in the accounting standards. 
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Delivering Good Governance 

In April, CIPFA and SOLACE published 'Delivering Good Governance in Local Government: Framework (2016)' and this applies to 

annual governance statements prepared for the 2016/17 financial year. 

 

The key focus of  the framework is on sustainability – economic, social and environmental – and the need to focus on the longer term and 

the impact actions may have on future generations. 

 

Local authorities should be: 

• reviewing existing governance arrangements against the principles set out in the Framework 

• developing and maintaining an up-to-date local code of  governance, including arrangements for ensuring on-going effectiveness  

• reporting publicly on compliance with their own code on an annual basis and on how they have monitored the effectiveness of  their 

governance arrangements in the year and on planned changes.  

 

The framework applies to all parts of  local government and its partnerships and should be applied using the spirit and ethos of  the 

Framework rather than just rules and procedures. 

  

 

 

 

 

 



 Sector issues and developments 
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Local Government Finance Settlement 
The final local government settlement for 2017/18 was 

published on 20 February. The settlement reflects the 

Government's aim that all councils will become self funding, 

with central government grants being phased out. This is year 

two of the four year offer, which has been accepted by 97% 

of councils.  

There is an expectation that councils will continue to improve 

efficiencies  with measures including further developments in 

digital technology, new delivery models and innovative 

partnership arrangements. 

100% business rates retention 

The announcement has an increased focus on business rates, 

with the expectation that by the end of the current 

Parliament, local government will keep 100% of the income 

raised through business rates.  The exact details of the 

reforms are yet to be determined.  This includes confirming 

which additional responsibilities will be devolved to local 

government and funded through these retained rates. Pilots 

of the reforms are taking place across the country from April 

2017. 

The results of a recent Municipal  Journal survey  2017 State of 
Local Government Finance have recently been published. 

http://downloads2.dodsmonitoring.com/downloads/Misc_Fil

es/LocalGovFinance.pdf 

Respondents expressed concern about the lack of detail in the 

proposals, uncertainty around equalisation measures and the 

scale of appeals.   

Nearly 50% of Councils responding believe they will lose from 

the transition to 100% retention of business rates.  Views were 

evenly split as to whether the proposals would incentivise local 

economic growth. 

Social Care Funding  

Funding allocations reflect increased funding of social care with a 

stated £3.5 billion of funding for social care by 2019/2020. 

In this year's settlement £240 million of new homes bonus has 

been redirected into  the adult social care grant.  In addition 

councils are once again be able to raise the precept by up to 3% 

for funding of social care. 

Recognising that funding is not the only answer, further reforms 

are to be brought forward to support the provision of a 

sustainable market for social care.  There is an expectation that all 

areas of the country move towards the integration of health and 

social care services by 2020. 

Paul Dossett Head of Local Government for Grant Thornton 

LLP  has commented on the Government proposals for social 

care funding (see link for full article). 

"The government’s changes to council tax and the social care precept, 

announced by the Secretary of State for DCLG as part of the latest local 

government finance settlement, will seem to many as nothing more than a 

temporary fix. There is real concern about the postcode lottery nature of these 

tax-raising powers that are intended to fund our ailing social care system."    

“Our  analysis on social care shows that the most deprived areas in the UK 

derive the lowest proportion of their income from council tax. "  

“Conversely, more affluent areas collecting more council tax will potentially 

receive a bigger financial benefit from these measures.”  

"Our analysis  shows that the impact and effectiveness of the existing social 

care precept is not equal across authorities. So any further changes to tax 

raising powers for local government will  not tackle the crisis of social care in 

our most disadvantaged communities and arguably make only make a small 

dent in the cost demands in our more affluent communities." 

 

 

  

 

 

 

 

 

 

 

 

 

 
"Social care precept changes 

will not help those living in 

more deprived areas"  

 

"The UK has a long tradition of 

providing care to those who 

need it most. If that is to 

continue, the government must 

invest in a robust social care 

system that can cater for all 

based on needs and not on 

geography. From a taxpayer’s 

perspective this is a zero sum 

game. For every £1 not 

invested in social care, the cost 

to the NHS is considerably 

more" 

National developments 

Links:  

https://www.gov.uk/government/speeches/final-local-

government-finance-settlement-2017-to-2018 

 

http://www.grantthornton.co.uk/en/news-centre/local-

government-financial-settlement-comment-social-care-

precept-changes-will-not-help-those-living-in-more-

deprived-areas/ 

 

http://www.grantthornton.co.uk/en/insights/council-tax-

alone-wont-solve-the-social-care-crisis/ 
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Pooling of  LGPS  
 From 1 April 2018 £200bn of assets from 90 LGPS 

funds across England and Wales will be merged into 

six ‘British Wealth Funds’.  By pooling investment, 

costs can be reduced through economies of scale and 

through sharing of expertise, while the schemes can 

maintain overall investment performance. Pension funds 

will continue to be managed and maintained by the 

separate administering authorities. The selection of fund 

managers will be made by the investment pool operator 

on behalf of a pool of co-operating administrative 

authorities, while individual investment strategies, 

including asset allocation, will remain the responsibility of 

the individual administrative authority.   

Potentially eight pools are to be established across the 

country with total assets ranging from £13bn to £36bn.   

It is expected that assets will be transferred to the pools 

as soon as practicable after 1 April 2018.   

 Tasks to be completed by April 2018 include: 

• creating legal structures for pools 

• transferring staff 

• creating supervisory boards/ committees 

• obtaining FCA authorisations 

• appointing providers 

• assessing Markets in Financial Instruments Directive 

(MiFID II) implications 

• determining pool structures for each asset type  

 

The funds themselves will retain responsibility  for: 

• investment strategy 

• asset allocation 

 

 

 

 

• having a responsible investment strategy 

• reporting to employers and members 

Governance arrangements  

There is  no mandatory membership of oversight 

structures. It is for  each pool to develop the proposals 

they consider appropriate. The majority of decision 

making remains at the local level and therefore the 

involvement of local pension boards in those areas would 

not change. Scheme managers should consider how best 

to involve their pension boards in ensuring the effective 

implementation of investment and responsible investment 

strategies by pools, which could include representation on 

oversight structures. 

CIPFA in the recent article  Clear pools: the future of the 

LGPS   highlights the need for good governance  

particularly  in view of  the  complex web of stakeholders 

involved in  investment pooling,.  Robust governance will 

be vital to ensuring a smooth transition and continuing 

operation of the funds  

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

National developments 

Link: 

http://www.cipfa.org/cipfa-

thinks/cipfa-thinks-

articles/clear-pools-the-future-

of-the-lgps? 

typical structure of 

LGPS Pool 

https://protect-eu.mimecast.com/s/ZpXABIg4kMcx?domain=email.cipfa.org.uk
https://protect-eu.mimecast.com/s/ZpXABIg4kMcx?domain=email.cipfa.org.uk
https://protect-eu.mimecast.com/s/ZpXABIg4kMcx?domain=email.cipfa.org.uk
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Local Government Association  
Below is a selection of reports issued recently which may be of interest to Audit and Governance Committee members. Thee are available on the 

website:    

A councillor's workbook on neighbourhood and community 

engagement 

11 January 2017 

Neighbourhood and community engagement has a rightful place as one of the key 

processes involved in planning and decision making. As such, it should not be 

viewed d as an additional task, but as a core part of the business   

http://www.local.gov.uk/publications 

The Local Government Association (LGA) Housing Commission was established to 

help councils deliver their ambition for places. It has been supported by a panel of 

advisers and has engaged with over 100 partners; hearing from councils, 

developers, charities, health partners, and many others. All partners agree that 

there is no silver bullet, and all emphasise the pivotal role of councils in helping 

provide strong leadership, collaborative working, and longer-term certainty for 

places and the people that live there.   

22 December 2016 

Building our homes, communities and future: The LGA 

housing commission final report 

Provisional LG Finance Settlement for 2017/18 
 

12 January 2017 

The LGA has published its responses to the DCLG  consultation on proposals for the local government 

finance settlement for 2017 to 2018 and for the approach to future local government finance settlements.  

 
http://www.local.gov.uk/documents/10180/8150261/Local+Government+Finance+Settlement+1718+LG

A+response.pdf/dd8d32e1-ec9f-4314-8121-7aae2195f89f 
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Local Government Association  
Below is a selection of reports issued recently which may be of interest to Audit and Governance Committee members. Thee are available on the 

LGA website:    

Stronger together: shared management in local government 

29 November 2016 

Around 45 councils across England share a chief executive and senior 

management team in about 20 different partnerships. Most also share at least 

some services. These councils have already delivered savings of at least £60 

million through greater efficiencies and the other benefits of collaboration, with 

more savings planned 

http://www.local.gov.uk/publications 

Adult social care funding: 2016 state of the nation report 

 
2 November 2016 

Adult social care is an absolutely vital public service that supports some of our most 

vulnerable people and promotes the wellbeing and independence of many more 

Business Plan December 2016/November 2017 

 
30 December 2016 

Britain's exit from the EU means that we are reshaping the way our country is run. 

Our vision is one of a rejuvenated local democracy, where power from Westminster 

and from the EU is significantly devolved to local level and citizens feel they have a 

meaningful vote and real reason to participate in civic life and their communities. 
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Public finances in practice 
 

Public finances are under strain in many European countries and this has an impact 

on the ability of Governments to deliver shared goals of stable and sustainable 

growth.   

The Institute Of Chartered Accountants In England and Wales (ICAEW) has 

recently published a report 'public finances in practice'  which captures the insights of 

senior finance professionals in ten different EU states.   

Although the report is focussed on national governments, the findings are relevant 

for any public sector organisation.  

The report recognises that better public financial management is a key enabler of a 

sustainable economic future. It notes that the improvement of public financial 

management cannot be achieved through improved standards alone and that 

organisations need to take some action themselves across three broad themes:  

Structure 

• There is a need to clearly define roles and responsibilities within finance teams. 

This enables the setting and review of objectives, reduces inefficiencies and 

improves accountability. 

• Clarity of roles also helps to create a strong culture of responsibility and 

ownership, which helps to foster a wider organisational culture of good financial 

management. 

• Effective financial management requires effective scrutiny, via robust internal 

control systems and independent external audit.  

• To maintain effective scrutiny, proper questioning of the annual budget and 

review of performance against budget should occur. 

 

 

 

• Transparency can be improved by providing the right sort of data in an 

understandable way, organisations should explore innovative ways to present 

information in a more intelligible way to improve transparency. 

Processes and Systems 

• Access to high quality financial information is key. Data should be timely, well 

controlled and IT systems should be utilised to gather it effectively. 

• Data should be used in a way that it can show the real-time financial position of 

the organisation. 

• Such information should be used to its full potential, and gathered so it can be 

presented in a user-friendly way. The way information is presented is more 

important than the quantity of data. 

People 

• Recruitment and retention of high quality finance professionals is a key 

challenge. Organisations should consider altering recruitment                                     

processes, offering flexible working arrangements and                            

providing clear direction on career progression to assist                           with 

this challenge. 

• Whilst senior individuals often have the necessary skills,                         below 

this level skills and qualifications can vary quite considerably.  

• There is also a need to encourage finance professionals to                                                    

think more broadly, to enable them to consider the                               bigger 

picture of how finance fits within service delivery                                                            

and safeguarding of the financial position. 

 

 

 

 

 

 

 

 

 

ICAEW publications 



 Grant Thornton 
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Apprentice Levy-Are you prepared? 
What is the levy? 

The UK has been struggling on productivity, now 

estimated to be 20% behind the G7 average. Developing 

apprenticeships is set to play a key part in tackling this and 

bridging the skills gap. 

Announced by government in July 2015, the levy is to 

encourage employers to offer apprenticeships in meeting 

their skill, workforce and training needs, developing talent 

internally.  The levy is designed to give more control to 

employers, through direct access to training funds and 

creation of apprenticeships through the Trailblazer 

process. 

What is the levy? 

From April 2017, the way the government funds 

apprenticeships in England is changing. Some employers 

will be required to pay a new apprenticeship levy, and 

there will be changes to the funding for apprenticeship 

training for all employers. 

All employers will receive an allowance of £15,000 to 

offset against payment of the levy. This effectively means 

that the levy will only be payable on paybills in excess of 

£3 million per year. 

The levy will be payable through Pay As You Earn 

(PAYE) and will be payable alongside income tax and 

National Insurance. 

Each employer will receive one allowance to offset against 

their levy payment. There will be a connected persons rule 

so employers who operate multiple payrolls will only be 

able to claim one allowance. 

Employers in England are also able to get 'more out than they put 

in', through an additional government top-up of 10% to their levy 

contribution.  

When employers want to spend above their total levy amount, 

government will fund 90% of the cost for training and assessment 

within the funding bands. 

The existing funding model will continue until the levy comes into 

effect May 2017. The levy will apply to employers across all sectors. 

Paybill will be calculated based on total employee earnings subject 

to Class1 National Insurance Contributions. It will not include 

other payments such as benefits in kind. It will apply to total 

employee earnings in respect of all employees. 

What will the levy mean in practice  

Employer of 250 employees, each with a gross salary of £20,000: 

Paybill: 250 x £20,000 = £5,000,000 

Levy sum: 0.5% x   = £25,000 

Allowance: £25,000 - £15,000 = £10,000 annual levy  

How can I spend my levy funds? 

The funding can only be used to fund training and assessment 

under approved apprenticeship schemes. It cannot be used on 

other costs associated with apprentices, including wages and 

remuneration, or training spend for the wider-team. 

Through the Digital Apprenticeship Service (DAS), set  up by 

government, employers will have access to their funding in the 

form of digital vouchers to spend on training.  

Training can be designed to suit the needs of your organisation and 

the requirements of the individual in that role, in addition to 

specified training for that apprenticeship. Training providers must 

all be registered with the Skills Funding Agency (SFA). 

 

 

 

 

 

 

 

 

 

 

What do I need to start 

thinking about now? 

• How much is the levy going 

to cost and have we 

budgeted for it? 

• How do we ensure 

compliance with the new 

system? 

• Which parts of my current 

spend on training are 

applicable to 

apprenticeships? 

• Are there opportunities to 

mitigate additional cost 

presented by the levy? 

• How is training in my 

organisation structured? 

• How do we develop and 

align to our workforce 

development strategy 

Grant Thornton update 
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Boards of  the future 
 

Background 
Boards of the future: steering organisations to thrive is a report from Grant Thornton 

International that draws on our International Business Report for 2016 plus data 

and interviews from Grant Thornton teams around the world. 

The report recognises that successful organisations in any sector are the ones that 

manage challenges and adapt to the changing world around them. It notes that over 

half of the top hundred biggest companies in the world in 1912 had disappeared by 

the late 1990s.  

How do organisations ensure they survive, adapt and ultimately thrive? 

Fundamental to the answer is good corporate governance. And although this is 

nothing new, it is arguably more pertinent now than ever. 

The report found: 

• The best organisations keep their eyes on the challenges and opportunities 

coming into view, adapting to the changing world to remain relevant. They 

anticipate potential hazards and react accordingly. 

• The demands of boards are changing, boards can take a lead in being proactive 

and nimble in navigating organisations through uncertain waters. 

• Nearly half of the International Business Report (IBR) business leaders surveyed 

believe that developing and reinforcing culture should be a focus for boards 

over the next ten years. 

 

 

 

What will the successful board of  2025 look 

like? 
This is an intriguing question which will inevitably vary across sectors and 

geographic areas. Although governance structures differ across organisations, the 

demands of senior leaders and decision makers are surprisingly similar. 

In regions where there is a more developed assurance and governance approach the 

focus is likely to be on boosting competitiveness and managing risks. From a public 

sector perspective, competitiveness means delivering relevant, user-focused services – 

often working alongside others – that are economic, efficient and effective.  

Potential development areas across all sectors are: 

  

• strategic planning horizons – taking a longer term view and avoiding 'knee-jerk' 

reactions; 

• sustainability – from an economic and natural resources perspective;  

• corporate culture – ensuring customer experience matches the organisation's 

aspirations;  and  

• digital expertise – embracing technology, reacting to                                          

change and innovating to improve service delivery. 

 

To achieve these, the report suggests that the key                                        strands of 

focus areas are 'diversity' and 'digital'. 

 

 

 

 

 

 

 

Grant Thornton publications 
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Boards of  the future 
 

Diversity 
The report recognises: 

• Greater diversity on a board widens its peripheral vision, allowing threats and 

opportunities to be spotted earlier. 

• There is a need for diversity of experience on boards, which is critical to ensure 

a spread of ideas. 

• Board diversity should be aligned with service users and reflect organisational 

culture. 

How can boards ensure appropriate diversity? 

• Identify skill gaps and widen the pool of talent and experiences to ensure these 

are filled. 

• Recognise that some challenges and opportunities of the future will be less 

visible, particularly to homogenous boards. 

• Invest in mentoring schemes. 

• Recognise that to ensure the best talent is identified and nurtured, the net needs 

to be cast as widely as possible. 

 

 

 

 

 

Digital 
There is universal acknowledgement that digital expertise is required for boards. But 

those with the relevant board credentials have often not grown up with the 

technology or are not alert to the rapid changes and developments. 

Big data, advanced analytics and automation can support organisations to develop. 

It is essential for all board members to embrace the digital agenda and, using 

relevant expertise where necessary, to spot the challenges and opportunities of the 

future. 

How can boards enhance digital capacity? 

• Collaborate with digital experts to understand digital innovations and how they 

can be harnessed. 

• As well as boosting digital expertise on the board, make the most of external 

advice. 

• Assess the ways your organisation is using data to drive strategies; could it be 

doing more? 

 

 

 

 

 

 

 

 

 

 

Grant Thornton publications 




