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The purpose of this report is to ensure there is effective two-way communication between 
the Council's Audit and Governance Committee, who are 'those charged with governance' 
and the external auditor. 

As your external auditors for both the Council and the Pension Fund we have a 
responsibility under professional auditing standards to ensure there is effective 
communication with the Audit and Governance Committee. This means developing a 
good working relationship with Committee members, while maintaining our independence 
and objectivity. If this relationship works well it helps us obtain information relevant to our 
audit and helps Audit and Governance Committee members to fulfil their financial 
reporting responsibilities. The overall outcome is to reduce the risk of material 
misstatement. 

In planning and performing our audit of the Council's and the Pension Fund's financial 
statements we need to understand how the Audit and Governance Committee, supported 
by the Council's management, meets its responsibilities in the following areas. 

• Fraud 

• Law and regulation 

• Going Concern 

• Related parties 

• Accounting for estimates 

• Other risk areas for consideration 
 

This report summarises the Audit and Governance Committee, management's and the 
external auditor's responsibilities in each of these areas, as explained in the International 
Standards on Auditing (UK and Ireland) (ISAs).  Our primary responsibility is to consider 
the risk of material misstatement. 

Each section of the report includes a series of questions that management have 
responded to. Responses cover arrangements for both the Council and Pension Fund.  

We would like to ask the Audit and Governance Committee to consider these responses 
and confirm that it is satisfied with the arrangements in place. 

Introduction 
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The ISAs define fraud as: 

"An intentional act by one or more individuals among management, those charged with 
governance, employees, or third parties, involving the use of deception to obtain an unjust 
or illegal advantage." 

[ISA (UK&I) 240, paragraph 11] 

The primary responsibility to prevent and detect fraud is with the Audit and Governance 
Committee and the Council's management. To do this: 

• officers need to ensure there is a strong emphasis on fraud prevention and deterrence, 
with a commitment to honest and ethical behaviour; and 

• the Audit and Governance Committee oversight needs to include the consideration of 
the potential for the override of controls and inappropriate influence over the financial 
reporting process. 
 

As your auditors our overall responsibility is for obtaining reasonable assurance that the 
Council's financial statements are free from material misstatement due to either fraud or 
error. We are required to maintain professional scepticism throughout the audit, which 
means considering the potential for the intentional manipulation of the financial 
statements. 

We are also required to carry out a fraud risk assessment to inform our audit approach.  
This includes considering the following: 

• how management assesses the risk of material misstatement in the financial 
statements due to fraud 

• officers' response to assessed fraud risk, including any identified specific risks 

• investigations into data matches identified through the National Fraud Initiative and 
subsequent outcomes 

• how officers communicate the processes for assessing and responding to fraud risk to 
the Audit and Governance Committee 

• how officers communicate its views on ethical behaviour to the Audit and Governance 
Committee 

• how the Audit and Governance Committee exercises oversight of officers' fraud risk 
assessment and response processes and the internal controls to mitigate these risks 

• what knowledge the Audit and Governance Committee has of actual, alleged or 
suspected fraud. 

 

 

 

 

 

Fraud Risk Assessment 
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Table 1 below sets out how officers have responded to our fraud risk assessment. 

. 

 

Table 1: Fraud Risk Assessment 

 

Question Management response 

How would you assess the council/pension fund's 
arrangements for identifying and responding to the 
risk of fraud? What has been the outcome of these 
arrangements so far this year? 

GCC- Governance / Risk / Control 
Frameworks are in place (in accordance 
with national guidance) to enable the 
identification and response to the risk of 
fraud. 
 
Anti Fraud and Corruption Strategy, Anti 
Bribery Policy, Money Laundering 
Policies all in place.   
 
Corporate Risk Management Policy 
Statement and Strategy and associated 
toolkits and guidance clearly states 
financial and fraud risks are key 
categories of risk to be considered when 
delivering outcomes. 
 
Refreshed and reinvigorated 
whistleblowing policy in place. 
 
The Counter Fraud Team within Internal 
Audit has received 14 new referrals in 
2018/19, to date, and also continued to 
work on 14 cases from previous years. 
The service areas of the cases referred 
to Internal Audit within 2018/19 to date 
are categorised as follows: Adults (3); 
Children and Families (6); Council Wide 
(1); Communities and Infrastructure (1); 
and Core (3).  
 
All referrals to IA within 2018/19 are 
being / have been reviewed and/or 
investigated. 
 
Monthly updates on fraud/irregularities 
provided by Internal Audit to the three 
Statutory Officers: Head of Paid 
Service, Chief Financial Officer and 
Monitoring Officer. 
 

Internal Audit provide quarterly update 
reports highlighting key fraud / 
irregularity outcomes to Audit and 
Governance Committee. 
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Question Management response 

Quarterly corporate performance reports 
to Cabinet bring together monitoring 
information on performance, finance 
and risk for the authority. 
 
Council is a member (via Internal Audit) 
of National Anti Fraud Network (NAFN). 
The Council is regularly notified of fraud 
attempts aimed at other members and 
subsequently the appropriate service 
areas are made aware of these fraud 
risks, such as the Business Service 
Centre, Strategic Finance and schools 
via Schoolsnet, What’s Up Gov or 
Heads Up newsletters. 
 
Chief Internal Auditor / Internal Audit is 
a member of peer groups such as 
Midland Counties and Districts Chief 
Auditors Fraud Group and Local 
Authority Chief Internal Auditors Group 
to share good practice, benchmarking 
etc. 
 
Participants in the Cabinet Office 
National Fraud initiative (NFI). 
 
Dedicated Counter Fraud specialists 
within Internal Audit (professionally 
qualified). 
 
Pension Fund -Robust control systems 
are in place to prevent fraud. No frauds 
identified in recent years. 
 

What have you determined to be the classes of 
accounts, transactions and disclosures most at risk 
to fraud? 

Fraud risk assessment – Inherent risks 
identified include payroll, procurement, 
contracting, treasury management, 
pension payments, access to cash and 
third party payments. 
 
Risks identified within Direct Payments. 
This area has been reviewed by Adults, 
Children, and Internal Audit.  
 
Areas of risks where previous fraud / 
irregularity identified are included within 
the annual Internal Audit plans to review 
the effectiveness of the financial control 
environment.  
  

Financial risk mitigated via good internal 
financial controls/ annual internal audit 
review of key financial systems (based 
on risk). 
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Question Management response 

 

Insurance – Fidelity Guarantee policy 
which provides fraud cover for all GCC 
employees plus additional cover for 
those employees deemed to be a high 
risk to the council from a financial 
perspective. 
 
Pension Fund -Altair System, Pensions 
Payroll, Investment scams. 
 

As a management team, how do you 
communicate risk issues (including fraud) to those 
charged with governance? 

The Head of Paid Service, Monitoring 
Officer and Chief Financial Officer are 
made aware and fully briefed by Internal 
Audit on all such activity. 
 
Quarterly update reports highlighting 
key fraud / irregularity outcomes to Audit 
and Governance Committee. 
 
Quarterly update performance, financial 
and strategic risk reports to Cabinet. 
 
Risks considered as part of the Cabinet 
Decision Making protocols. 
 
Annual Governance Statement, the 
revised Local Code of Corporate 
Governance (which includes a self-
assessment against the 7 key principles 
of good governance, one specifically 
relating to risk management) plus the 
assurance statement framework / 
process, Annual Report on Internal 
Audit activity and the Annual Report on 
Risk Management Activity.  

The above includes assurances on 
good governance from Service Heads, 
Lead Commissioners as well as 
Directors, Lead Cabinet Member review 
and Head of Paid Service, Monitoring 
Officer, Chief Financial Officer and 
Corporate Management Team (CoMT) 
oversight and challenge. 

The Pension Fund maintains and 
reviews its Risk Register on an ongoing 
basis and presents it at every quarterly 
meeting of the Pension Committee. The 
risk register is also reviewed by the 
Pension Board every six months. Risks 
are communicated broadly under four 
headings; Financial, 
Funding/Demography, Administration 
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Question Management response 

and Governance. Risks are categorised 
through consideration of likelihood and 
impact and a summary of changes 
during the period since the last review 
are always highlighted to the 
Committee’s attention. See risk register 
attached. 
 

As a management team, how do you communicate 
to staff and employees your views on business 
practices and ethical behaviour? 

The whistle blowing policy and 
Employee Code of Conduct is owned by 
the Monitoring Officer. 

 

Rolled out an e-learning package to all 
staff about whistleblowing. 

 

Asked specific questions regarding 
Whistleblowing in the annual staff 
survey, which showed increased 
awareness. 

 

Sections of the Code continued to be 
highlighted to staff within 2018/19 by a 
global email with a link to an article 
within the newsletter, ’Talk Smart’.  
 

In addition, the AGS assurance 
gathering process requests 
management assurances that staff are 
aware of the required ethical conduct 
behaviours. 
 

All potential concerns re 
fraud/irregularities are required to be 
notified under the Council’s confidential 
reporting procedure ‘Whistleblowing’ 
 

The Head of Paid Service, Monitoring 
Officer and Chief Financial Officer are 
made aware and fully briefed on all such 
activity. 
 

Are you aware of allegations of fraud, errors, or 
other irregularities during the period? 

Yes. All such allegations are 
investigated by Internal Audit and 
reported to the three Statutory Officers: 
Head of Paid Service, Monitoring Officer 
and Chief Financial Officer and key 
outcomes reported to the Audit and 
Governance Committee. 
 
Pension Fund - No 
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Auditing standards (ISA 250) require us to consider the impact that law and regulation and 
litigation may have on the Council's financial statements.  The factors that may result in 
particular risks of material misstatement due to fraud or error are: 

• the operational regulatory framework - this covers the legislation that governs the 
operations of the Council 

• the financial reporting framework - according to the requirements of International 
Financial Reporting Standards, the Code of Accounting for Local Authorities in 
England and relevant Directions 

• taxation considerations - for example compliance with Value Added Tax and Income 
Tax regulations 

• government policies that otherwise impact on the Council's business 

• other external factors 

• litigation and claims against the Council. 
 

Where we become aware of information about a possible instance of non-compliance we 
need to gain an understanding of it to evaluate the possible effect on the financial 
statements. 

The Auditing Standards (ISAs) also require us to make enquiries of management and the 
Audit and Governance Committee about the arrangements in place to comply with law 
and regulation. To help with this, management have responded to the following questions. 

Table 2:  Law and Regulation 

 

Question Management response 

Are you aware of any instances of non-
compliance with laws or regulations or is the 
council/pension fund on notice of any such 
possible instances of non-compliance? 

A legal challenge has been lodged 
against the Council on the 
procurement process followed for the 
Energy from Waste Contract. 
 
Pension Fund - No 

Are you aware of possible litigation and/ or  
claims which may give rise to a risk of material 
misstatement? 

The Council does have negligence / 
liability claims, however, Insurance 
Services commission an actuarial 
review of the Council’s reserves and 
provisions based on the Council’s 
risk profile (as a minimum triennially).  
 
However, this may be carried out 
more frequently if the Council’s risk 
profile alters significantly which in 
turn influences the level of funds 
required to pay claims. 
 
 

Law and Regulation 
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Question Management response 

 
 
The council’s insurance programme 
is based on the Council’s risk profile 
and reviewed and updated 
accordingly with MARSH, our 
insurance brokers annually. 
 
 

What are your policies and procedures for 
identifying, assessing and accounting for 
litigation and claims? 

All insurance claims that are received 
are recorded on the claims 
management / recording system 
(Figtree) and estimates held on each 
using all of the available information. 

Liability claims are handled externally 
by insurers who provide us with the 
estimate that they consider 
appropriate. Any cases that are 
litigated are then taken on by 
external solicitors who review the 
case, which would include the level 
of the estimate being held. Any 
payments made are recorded on the 
same claims recording system and 
paid via the council’s SAP financial 
management system. 

Pension Fund- Likelihood of success 
v cost 
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Going concern is a fundamental principle in the preparation of financial statements.  
Under the going concern assumption, a council is viewed as continuing in operation for 
the foreseeable future with no necessity of liquidation or ceasing trading.  Accordingly, a 
councils assets and liabilities are recorded on the basis that assets will be realised and 
liabilities discharged in the normal course of business.  A key consideration of going 
concern is that the Council has the cash resources and reserves to meet its obligations as 
they fall due in the foreseeable future. 

The Auditing Standards (ISAs) also require us to make enquiries of management and the 
Audit and Governance Committee about the going concern assumption. To help with this, 
management have responded to the following questions. 

Table 3 – Going concern 

 

Question 

Management response 

Has the management team carried out an 
assessment of the going concern basis for 
preparing the financial statements? What was 
the outcome of that assessment? 

The Council’s MTFS covers 
the three years 2019/20 to 
2021/22.  An integral part of 
the Council’s MTFS and 
budget approval framework is 
to consider the Council’s 
financial strategy, financial 
assumptions, and financial 
risks. 
 
The Strategic Finance 
Director’s advice is that the 
reserve levels are adequate, 
the financial standing of the 
Council is sound, and the 
2019/20 budget is robust and 
achievable. 
 
Regular budget monitoring 
reports are reported to 
Cabinet and Scrutiny. 
 
Detailed cash flow monitoring 
is undertaken within Finance. 
Aged debt reports are 
produced and circulated to 
appropriate staff for action. 
 
 
 
 

Going concern 
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Question 

Management response 

Management commission an 
actuarial valuation on behalf 
of the Pension Fund every 
three years which includes a 
review of employer 
contributions. This review will 
determine the 
appropriateness of the 
funding level ensuring that we 
can continue to operate on a 
going concern basis.   
 
The outcome determined that, 
in accordance with the 
Funding Strategy Statement, 
the assumptions applied by 
the actuary were appropriate 
in determining the level of 
employer contributions on 
behalf of the Fund. The next 
three yearly review is due to 
take place during 2019/20 
with rates becoming effective 
from April 2020. 

Management is required to consider whether 
there are any material uncertainties that cast 
doubt on the council/pension fund's ability to 
continue as a business. What is the process for 
undertaking a rigorous assessment of going 
concern? Is the process carried out 
proportionate in nature and depth to the level of 
financial risk and complexity of the organisation 
and its operations? How will you ensure that all 
available information is considered when 
concluding the organisation is a going concern 
at the date the financial statements are 
approved 

An integral part of the 
Council’s MTFS and budget 
approval framework is to 
consider the Council’s 
financial strategy, financial 
assumptions, and financial 
risks. 
 
Robust budget monitoring and 
outturn forecasts are regularly 
undertaken throughout the 
year and reported to Cabinet 
and Scrutiny. 
 
The MTFS and budget 
framework provides the 
Strategic Finance Director 
with the assurance that 
reserve levels are adequate; 
and the financial standing of 
the Council is sound, with a 
budget that is robust and 
achievable.   
 
 
Fund assets monitored in 
detail on a quarterly basis. 
Strong system for monitoring 
the receipt of contributions. 
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For local government bodies, the Code of Practice on Local Authority Accounting in the 
United Kingdom (the Code) requires compliance with IAS 24: Related party disclosures. 
The Code identifies the following as related parties to local government bodies: 

• entities that directly, or indirectly through one or more intermediaries, control, or are 
controlled by the Council (i.e. subsidiaries) 

• associates and joint ventures 

• an entity that has an interest in the Council that gives it significant influence over the 
Council 

• key officers, and close members of the family of key officers 

• post-employment benefit plan (pension fund) for the benefit of employees of the 
Council, or of any entity that is a related party of the Council. 
 

The Code notes that, in considering materiality, regard should be had to the definition of 
materiality, which requires materiality to be judged from the viewpoint of both the Council 
and the related party. 

Accounting standards (ISA 550) requires us to review your procedures for identifying 
related party transactions and obtaining an understanding of the controls that you have 
established to identify such transactions. We will carry out testing to ensure that the 
related party transaction disclosures made in the financial statements are complete and 
accurate. 

Table 4: Related Parties 

 

Question Management response 

  Who are the Council's and Pension Fund's 
related parties? Highlight any changes from 
the prior period 

GCC’s Related Parties include 
County Council Members and 
Senior Officers. GFirst, Police, 
Health Bodies where joint 
working arrangements exist. 
Amey Highways Contractor and 
Waste Contractor 
 
Pension Fund officers advising 
the Pension Committee have 
post employment benefits in the 
Fund. 
 
Each member of the Pension 
Committee are District Council 
members who are required to 
disclose their interests at the 
start of each quarterly meeting. 
 
 

Related Parties 
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Question Management response 

Please provide a summary of the nature of 
the relationships between the entity and 
these related parties 

GCC – None known 
Pension Fund - None known 

Has the entity entered into any transactions 
with these related parties during the 2018/19 
period, if so, what was the type and purpose 
of the transaction(s)? 

GCC – None known 
Pensions Fund - None known 
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Local Government bodies need to apply appropriate estimates in the preparation of their 
financial statements. ISA (UK&I) 540 sets out requirements for auditing accounting 
estimates. The objective is to gain evidence that the accounting estimates are reasonable 
and the related disclosures are adequate. 

Under this standard we have to identify and assess the risks of material misstatement for 
accounting estimates by understanding how the Council identifies the transactions, events 
and conditions that may give rise to the need for an accounting estimate. 

Accounting estimates are used when it is not possible to measure precisely a figure in the 
accounts. We need to be aware of all estimates that the Council are using as part of their 
accounts preparation; these are detailed in Appendix 1 to this report. 

The audit procedures we conduct on the accounting estimate will demonstrate that: 

• the estimate is reasonable; and 

• estimates have been calculated consistently with other accounting estimates within the 
financial statements. 

 

Table 5: Accounting Estimates 

 

Question Management response 

What do you regard as the key events or issues 
that will have a significant impact on the financial 
statements for 2018/19? Have you considered 
the appropriateness of the accounting policies 
adopted by the council/pension fund? Have there 
been any events or transactions that may cause 
you to change or adopt new accounting policies 

The 2018/19 financial 
statements will be prepared in 
accordance with the Accounting 
Code of Practice. 
Accounting policies have been 
reviewed and no significant 
updates for the accounts are 
expected 
 
 
Pension Fund - Brunel Pension 
Partnership. A technical 
accounting finance sub group 
has been established by the 
Funds in the BPP to consider the 
accounting issues. 
 
 
 

  

Are you aware of any transactions, events and 
conditions (or changes in these) that may give 
rise to recognition or disclosure of significant 
accounting estimates that require significant 

The basis of accounting 
treatments and judgements will 
be clearly identified within the 
accounts. 

Accounting Estimates 
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Question Management response 

judgement? The continuing and expanding 
relationships with NHS 
organisations may lead to 
revised year-end arrangements 
and the need for accounting 
estimates 
Pension Fund - No 

Where the financial statements include amounts 
based on significant estimates, how have the 
accounting estimates been made, what is the 
nature of the data used, and the degree of 
estimate uncertainty inherent in the estimate? 

The basis of accounting 
treatments and judgements will 
be clearly identified within the 
accounts. 
Pension Fund - No major 
estimates 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

 

 
 

 

 

 
 

 www.grant-thornton.co.uk 

 © 2019 Grant Thornton UK LLP. All rights reserved. 
 

"Grant Thornton" means Grant Thornton UK LLP, a limited liability partnership. 
 

Grant Thornton UK LLP is a member firm within Grant Thornton International Ltd ('Grant Thornton 
International'). Grant Thornton International and the member firms are not a worldwide partnership.  
Services are delivered by the member firms independently. 
 

This publication has been prepared only as a guide. No responsibility can be accepted by us for loss 
occasioned to any person acting or refraining from acting as a result of  any material in this publication. 


