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High Peak Borough Council

AUDIT & REGULATORY COMMITTEE

Meeting: Thursday, 25 October 2018 at 6.30 pm in The Octagon Lounge - Pavilion 
Gardens, Buxton

Present: Councillor J Douglas (Chair)

Councillors A Barrow, D Kerr, A McKeown (substitute for J Todd), J Pritchard 
and F Sloman

Councillor  M Stone and E Thrane and Mr P Grant were also in attendance

Apologies for absence were received from Councillors C Boynton, S Helliwell, 
J Todd and Mrs C Morgan

19/13 TO APPROVE THE MINUTES OF THE PREVIOUS MEETING
(Agenda Item 3)

RESOLVED: That the minutes of the meeting held on 25 July 2018 be 
approved as a correct record.

19/14 APPOINTMENT OF INDEPENDENT MEMBER
(Agenda Item 4)

Consideration was given to the appointment of an Independent Member to 
the Committee.

RESOLVED: That Mr Martin Thomas be appointed as an Independent 
Member of the Audit and Regulatory Committee.

(Mr Martin Thomas joined the meeting after consideration of this item.)

19/15 EXTERNAL AUDIT 2017/18 ANNUAL AUDIT LETTER
(Agenda Item 5)

Councillors were presented with a summary of the results of External Audit 
work carried out for the year ending 31 March 2018. The auditors had 
issued an unqualified opinion.  The Council had proper arrangements to 
ensure economy, efficiency and effectiveness in its use of resources.  The 
fees charged for the audit would be confirmed.

RESOLVED:

That the Annual Audit Letter for 2017/18 be noted.

19/16 EXTERNAL AUDIT UPDATE
(Agenda Item 6)

The sector update outlined Grant Thornton publications, insights from local 
government sector specialists, reports of interest, accounting and regulatory 
updates. Page 3
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RESOLVED:

That the External Audit Update be received with thanks.

19/17 INTERNAL AUDIT PERIODIC REPORT
(Agenda Item 7)

The Accounts and Audit Regulations 2015 required the Council to 
“undertake an effective internal audit to evaluate the effectiveness of its risk 
management, control and governance processes, taking into account public 
sector internal auditing standards or guidance”.  In accordance with the 
Public Sector Internal Audit Standards, the Audit Manager must report 
periodically to the Audit Committee on the internal audit activity’s 
performance relative to its plan. The report summarised the outcome of 
seven audits completed during the period 1 April to 30 September 2018.  
Satisfactory assurance was found in each case.  Discussion took place on 
bad debts and VAT payments.

RESOLVED:

That the progress information contained within the report be noted.

19/18 RISK MANAGEMENT UPDATE
(Agenda Item 8)

The purpose of the report was to allow the robust scrutiny of the Council’s 
risk management arrangements in accordance with generally accepted 
good practice.  The report included key changes identified to strategic and 
operational risks. Reviewing the risk register, management, the control 
framework, the Crescent and Universal Credit were discussed.

RESOLVED:

That the Council’s current risk position and the mitigation plans summarised within 
Appendix A (strategic risks), Appendix B (operational risks) and Appendix C 
(project risks) of the report be noted.

19/19 TREASURY MANAGEMENT UPDATE
(Agenda Item 9)

The Council’s Treasury Management performance in 2018/19 was 
scrutinised in compliance with the Chartered Institute of Public Finance and 
Accountancy’s (CIPFA) Code of Practice on Treasury Management and 
generally accepted good practice. Discussion took place on the medium 
term financial plan, procedure for considering loans, asset valuations and 
contract negotiations.

RESOLVED:

That the Treasury Management position (as at 30 September 2018) be 
noted. Page 4
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19/20 APPOINTMENT OF MAYOR 2019/20
(Agenda Item 10)

Consideration was given to the selection of the Mayor for the municipal year 
2019/20.

RESOLVED:

That at its meeting on 12 December 2018 Council confirm that the Labour  
Group be invited to make a nomination for the appointment of Mayor of the 
Borough and Chairman of the Council for the municipal year 2019/20.

19/21 WORK PROGRAMME
(Agenda Item 11)

Consideration was given to the Committee work programme for 2019.  
 
RESOLVED:
 
That the Committee Work Programme be noted.

The meeting concluded at 7.18 pm

CHAIRMAN
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Chartered Accountants. Grant Thornton UK LLP is a limited liability partnership registered in England and Wales: No.OC307742. 
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Dear Andrew 

 

Certification work for High Peak Borough Council for the year ended 31 
March 2018 

We are required to certify the Housing Benefit subsidy claim submitted by High Peak Borough Council 

('the Council'). This certification typically takes place six to nine months after the claim period and 

represents a final but important part of the process to confirm the Council's entitlement to funding. 

The Local Audit and Accountability Act 2014 gave the Secretary of State power to transfer Audit 

Commission responsibilities to other bodies. Public Sector Audit Appointments Ltd (PSAA) took on the 

transitional responsibilities for HB COUNT issued by the Audit Commission in February 2015. 

We have certified the Housing Benefit subsidy claim for the financial year 2017/18 relating to subsidy 

claimed of £19.9 million. The results of our testing did not identify any errors or extended testing, as 

such we were able to certify the original claim without either amendment or qualification on 12 

November 2018. Further details are set out in Appendix A. 

The indicative fee for 2017/18 for the Council was based on the actual 2015/16 certification fees, 

reflecting the amount of work required by the auditor to certify the Housing Benefit subsidy claim that 

year. The indicative scale fee set by PSAA for the Council for 2017/18 was £8,699 (2016/17 £11,040) 

and we will not seek any variations from this set fee. 

Yours sincerely 

Grant Thornton  

 

Grant Thornton UK LLP 

Birmingham

Andrew Stokes 
Corporate Director and Chief Finance Officer 
High Peak Borough Council 
Town Hall 
Buxton 
Derbyshire 
SK17 6EL 

23 January 2019 
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Appendix A - Details of claims and returns certified for 2017/18 

Claim or return Value Amended? Qualified?  

 

Comments 

Housing benefits 

subsidy claim 

£19.918.305 No No No errors identified which 

required extended testing 

or reporting to DWP. 
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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 planning 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 the

Authority or all 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.

Your key Grant Thornton 

team members are:

Grant Patterson

Engagement Lead

T:  +44 121 232 5296

E: 

grant.b.patterson@uk.gt.com 

Avtar Sohal

Senior Audit Manager

T: +44 121 232 5420

E: avtar.sohal@uk.gt.com

Lisa Morrey

Audit in-charge

T: +44 121 232 5302

E: lisa.morrey@uk.gt.com
Grant Thornton UK LLP is a limited liability partnership registered in England and Wales: No.OC307742. Registered office: 30 Finsbury Square, London, EC2A 1AG. A list of members 

is available from our registered office.  Grant Thornton UK LLP is authorised and regulated by the Financial Conduct Authority. Grant Thornton UK LLP is a member firm of Grant 

Thornton International Ltd (GTIL). GTIL and the member firms are not a worldwide partnership. Services are delivered by the member firms. GTIL and its member firms are not agents 

of, and do not obligate, one another and are not liable for one another’s acts or omissions.
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Introduction & headlines
Purpose

This document provides an overview of the planned scope and timing of the statutory

audit of High Peak Borough Council (‘the Authority’) for those charged with

governance.

Respective responsibilities

The National Audit Office (‘the NAO’) has issued a document entitled Code of Audit

Practice (‘the Code’). This summarises where the responsibilities of auditors begin

and end and what is expected from the audited body. Our respective responsibilities

are also set out in the Terms of Appointment and Statement of Responsibilities

issued by Public Sector Audit Appointments (PSAA), the body responsible for

appointing us as auditor of High Peak Borough Council. We draw your attention to

both of these documents on the PSAA website.

Scope of our audit

The scope of our audit is set in accordance with the Code and International Standards on

Auditing (ISAs) (UK). We are responsible for forming and expressing an opinion on the:

• Authority’s financial statements that have been prepared by management with the

oversight of those charged with governance the Audit & Regulatory Committee; and

• Value for Money arrangements in place at the Authority for securing economy, efficiency

and effectiveness in your use of resources.

The audit of the financial statements does not relieve management or the Audit & Regulatory

Committee of your responsibilities. It is the responsibility of the Authority to ensure that proper

arrangements are in place for the conduct of its business, and that public money is

safeguarded and properly accounted for. We have considered how the Authority is fulfilling

these responsibilities.

Our audit approach is based on a thorough understanding of the Authority's business and is

risk based. We will be using our new audit methodology and tool, LEAP, for the 2018/19 audit.

It will enable us to be more responsive to changes that may occur in your organisation.

Group Accounts The Council has an in interest in a Joint Venture, AES to deliver local services in partnership with Staffordshire moorlands District Council 

and Cheshire East Council.. As this is  a Joint Operation this will not be consolidated via group accounts but will be included in the primary 

statements on the basis of the resources used in provision of the service to the Council.

Significant risks Those risks requiring special audit consideration and procedures to address the likelihood of a material financial statement error have been 

identified as:

• Valuation of property, plant and equipment

• Valuation of pension fund net liability

• Management override of controls

We will communicate significant findings on these areas as well as any other significant matters arising from the audit to you in our Audit 

Findings (ISA 260) Report.

Materiality We have determined planning materiality to be £950k (PY £973k) for the Authority, which equates to 1.9% of your forecast gross 

expenditure for the year. We are obliged to report uncorrected omissions or misstatements other than those which are ‘clearly trivial’ to 

those charged with governance. Clearly trivial has been set at £47.5k (PY £48k). 

Value for Money arrangements Our risk assessment regarding your arrangements to secure value for money have identified the following VFM significant risks:

• Medium Term Financial Plan

Audit logistics Our interim visit will take place in March and our final visit will take place in June and July.  Our key deliverables are this Audit Plan and our 

Audit Findings Report. Our audit approach is detailed in Appendix A.

Our fee for the audit will be £36,400 (PY: £47,273) for the Authority, subject to the Authority meeting our requirements set out on page 11.

Independence We have complied with the Financial Reporting Council's Ethical Standard and we as a firm, and each covered person, confirm that we are 

independent and are able to express an objective opinion on the financial statements..

P
age 11
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Key matters impacting our audit
External Factors

Our response

.

• We will consider your arrangements for managing and reporting your 

financial resources as part of our work in reaching our Value for Money 

conclusion.

• Your current Performance Reports show the Council is on track to meet 

the majority of its stated strategic objectives for 2018/19. We will continue 

to monitor the position as the year progresses.

• We will consider whether your financial position leads to material 

uncertainty about the going concern of the group and will review related 

disclosures in the financial statements. 

Changes to the CIPFA 2018/19 

Accounting Code

The most significant changes relate to 

the adoption of:

• IFRS 9 Financial Instruments which 

impacts on the classification and 

measurement of financial assets and 

introduces a new impairment model. 

• IFRS 15 Revenue from Contracts 

with Customers which introduces a 

five step approach to revenue 

recognition.

The Authority is already in the process of 

looking at the adoption of these changes.

New audit methodology

We will be using our new audit methodology and tool, 

LEAP, for the 2018/19 audit. It will enable us to be 

more responsive to changes that may occur in your 

organisation and more easily incorporate our 

knowledge of the Authority into our risk assessment 

and testing approach. 

• We will keep you informed of 

changes to the financial  reporting 

requirements for 2018/19 through on-

going discussions and invitations to 

our technical update workshops.

• As part of our opinion on your 

financial statements, we will consider 

whether your financial statements 

reflect the financial reporting changes 

in the 2018/19 CIPFA Code.

• You will see changes in the terminology we use in 

our reports that will align more closely with the 

ISAs

• We will ensure that our resources and testing are 

best directed to address your risks in an effective 

way.

Internal Factors

The wider economy and political uncertainty

At a national level, the government continues its negotiation with the EU over 

Brexit, and future arrangements remain clouded in uncertainty. The Authority 

will need to ensure that it is prepared for all outcomes, including any impact 

on contracts, on service delivery and on its support for local people and 

businesses.

Local Government funding continues to be stretched with increasing cost 

pressures and  demand from residents. For HPBC, financial management is 

strong, with a history of delivering the budget, including challenging financial 

savings. For 2018/19 the Authority budgeted for a break-even position. At the 

end of Quarter 2 a year end surplus of £619k has been forecast. 

The budget Council’s MTFP identified a £1.8m efficiency requirement over a 

three year period on the general fund (2018/19 – 2020/21). A new financial 

year has now been added to the plan, which forecasts a very small deficit of 

£7k by the end of 2022/23.

Current progression against the efficiency programme is positive, with the 

2017/18 target achieved and at Quarter 2 the General Fund efficiency target 

of £581k for 2018/19 is expected to be achieved – with £346k already 

delivered. The HRA 2018/19 efficiency target of £245k has already been 

achieved. 

P
age 12



© 2018 Grant Thornton UK LLP  |  External Audit Plan for High Peak Borough Council  |  2018/19 5

Significant risks identified

Significant risks are defined by ISAs (UK) as risks that, in the judgement of the auditor, require special audit consideration. In identifying risks, audit teams consider the nature of the risk, 

the potential magnitude of misstatement, and its likelihood. Significant risks are those risks that have a higher risk of material misstatement.

Risk Reason for risk identification Key aspects of our proposed response to the risk

ISA 240: presumed risk of fraud in 

revenue recognition 

Under ISA (UK) 240 there is a rebuttable presumed risk that

revenue may be misstated due to the improper recognition of

revenue.

This presumption can be rebutted if the auditor concludes that 

there is no risk of material misstatement due to fraud relating to 

revenue recognition.

Having considered the risk factors set out in ISA240 and the nature of the 

revenue streams at the Council, we have determined that the risk of fraud 

arising from revenue recognition can be rebutted, because:

• there is little incentive to manipulate revenue recognition

• opportunities to manipulate revenue recognition are very limited

• The culture and ethical frameworks of local authorities, including High 

Peak Borough Council, mean that all forms of fraud are seen as 

unacceptable

Therefore we do not consider this to be a significant risk for High Peak 

Borough Council.

Specific response not required as risk rebutted.

ISA 240: management override of 

controls
Under ISA (UK) 240 there is a non-rebuttable presumed risk that 

the risk of management over-ride of controls is present in all 

entities.  The Council faces external scrutiny of its spending and 

this could potentially place management under undue pressure in 

terms of how they report performance.

We therefore identified management override of control, in 

particular journals, management estimates and transactions 

outside the course of business as a risk requiring special audit 

consideration. 

We will:

• evaluate the design effectiveness of management controls over 

journals

• analyse the journals listing and determine the criteria for selecting high 

risk unusual journals 

• test unusual journals recorded during the year and after the draft 

accounts stage for appropriateness

• gain an understanding of the accounting estimates and critical  

judgements made by management and consider their reasonableness 

with regard to corroborative evidence

• evaluate the rationale for any changes in accounting policies, estimates 

or significant unusual transactions.

P
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Risk Reason for risk identification Key aspects of our proposed response to the risk

Valuation of 

property, plant 

and equipment

The Council revalues its land and buildings at least 

once every five years. Investment properties are 

revalued every year. Valuation of property, plant and 

equipment represents a significant estimate by 

management in the financial statements.

We identified the valuation of land and buildings 

revaluations and investment property revaluations as a 

risk requiring special audit consideration..

We will:

• update our understanding of the processes, controls and assumptions put in place by management to 

ensure that the PPE valuation is not materially misstated and evaluate the design of these and 

whether they are sufficient to mitigate the risk of material misstatement;

• assess the competence, capabilities and objectivity of management’s experts (valuers) who carried 

out your PPE valuations;

• evaluate the instructions issued by management to their management expert (a valuer) for this 

estimate and the scope of the valuer’s work;

• communicate with the valuer about the basis on which the valuation is carried out and where 

necessary challenge the key assumptions

• review and challenge the information used by the valuer to ensure it is robust and consistent with our 

understanding

• Test, on a sample basis, revaluations made during the year to ensure they are consistent with the 

valuer’s report and input correctly into the Council’s asset register

• evaluate the assumptions made by management for those assets not revalued during the year and 

how management have satisfied themselves that these are not materially different to current value.

Valuation of the 

pension fund 

net liability

The Council’s net pension fund liability represents a 

significant estimate in the financial statements.

The net pension fund liability is considered a 

significant estimate due to the size of the liability 

involved (£43.4 million in the Council’s balance sheet 

as at 31 March 2018) and the sensitivity of the 

estimate to changes in key assumptions.

We therefore identified valuation of the pension fund 

net liability as a risk requiring special audit 

consideration..

We will:

• update our understanding of the processes and controls put in place by management to ensure that 

the Council’s net pension fund liability is not materially misstated and evaluate the design of the 

associated controls;

• evaluate the instructions issued by management  to their management expert (an actuary) for this 

estimate and the scope of the actuary’s work;

• assess the competence, capabilities and objectivity of the actuary who carried out the Council’s 

pension fund valuation; 

• assess the accuracy and completeness of the information provided by the Council to the actuary to 

estimate the liability;

• test the consistency of the pension fund asset and liability and disclosures in the notes to the core 

financial statements with the actuarial report from the actuary;

• undertake procedures to confirm the reasonableness of the actuarial assumptions made by reviewing 

the report of the consulting actuary (as auditor’s expert) and performing any additional procedures 

suggested within the report; and

• seek assurances from the auditor of the Derbyshire Pension Fund as to the controls surrounding the 

validity and accuracy of membership data; contributions data and benefits data sent to the actuary by 

the pension fund and the fund assets valuation in the pension fund financial statements.

Significant risks identified

P
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Other matters

Other work

In addition to our responsibilities under the Code of Practice, we have a number of other

audit responsibilities, as follows:

• We read your Narrative Report and Annual Governance Statement to check that 

they are consistent with the financial statements on which we give an opinion and 

consistent with our knowledge of the Authority.

• We carry out work to satisfy ourselves that disclosures made in your Annual 

Governance Statement are in line with the guidance issued by CIPFA.

• We carry out work on your consolidation schedules for the Whole of Government 

Accounts process in accordance with NAO group audit instructions.

• We consider our other duties under legislation and the Code, as and when required, 

including:

• Giving electors the opportunity to raise questions about your 2018/19 

financial statements, consider and decide upon any objections received in 

relation to the 2018/19 financial statements;

• issue of a report in the public interest or written recommendations to the 

Authority under section 24 of the Act, copied to the Secretary of State.

• Application to the court for a declaration that an item of account is contrary 

to law under Section 28 or for a judicial review under Section 31 of the Act; 

or

• Issuing an advisory notice under Section 29 of the Act.

• We certify completion of our audit.

Other material balances and transactions

Under International Standards on Auditing, "irrespective of the assessed risks of material

misstatement, the auditor shall design and perform substantive procedures for each

material class of transactions, account balance and disclosure". All other material

balances and transaction streams will therefore be audited. However, the procedures will

not be as extensive as the procedures adopted for the risks identified in this report.

Going concern

As auditors, we are required to “obtain sufficient appropriate audit evidence about the

appropriateness of management's use of the going concern assumption in the

preparation and presentation of the financial statements and to conclude whether there is

a material uncertainty about the Authority’s ability to continue as a going concern” (ISA

(UK) 570). We will review management's assessment of the going concern assumption

and evaluate the disclosures in the financial statements.

P
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Materiality

The concept of materiality

The concept of materiality is fundamental to the preparation of the financial statements

and the audit process and applies not only to the monetary misstatements but also to

disclosure requirements and adherence to acceptable accounting practice and

applicable law. Misstatements, including omissions, are considered to be material if

they, individually or in the aggregate, could reasonably be expected to influence the

economic decisions of users taken on the basis of the financial statements.

Materiality for planning purposes

We have determined financial statement materiality based on a proportion of the gross

expenditure of the Authority for the financial year. In the prior year we used the same

benchmark. Materiality at the planning stage of our audit is £950k (PY £973k) for the

Authority, which equates to 1.9% of your forecast gross expenditure for the year. We

design our procedures to detect errors in specific accounts at a lower level of precision

which we have determined to be £25k for senior officer’s remuneration, as we believe

these disclosures are of specific interest to readers of the accounts.

We reconsider planning materiality if, during the course of our audit engagement, we

become aware of facts and circumstances that would have caused us to make a

different determination of planning materiality.

Matters we will report to the Audit Committee

Whilst our audit procedures are designed to identify misstatements which are material to

our opinion on the financial statements as a whole, we nevertheless report to the Audit

Committee any unadjusted misstatements of lesser amounts to the extent that these are

identified by our audit work. Under ISA 260 (UK) ‘Communication with those charged

with governance’, we are obliged to report uncorrected omissions or misstatements

other than those which are ‘clearly trivial’ to those charged with governance. ISA 260

(UK) defines ‘clearly trivial’ as matters that are clearly inconsequential, whether taken

individually or in aggregate and whether judged by any quantitative or qualitative

criteria. In the context of the Authority, we propose that an individual difference could

normally be considered to be clearly trivial if it is less than £47.5k (PY £48k).

If management have corrected material misstatements identified during the course of

the audit, we will consider whether those corrections should be communicated to the

Audit Committee to assist it in fulfilling its governance responsibilities.

Prior year gross expenditure

£48.6m Materiality

Prior year gross expenditure

Materiality

£0.950m

Authority financial 

statements materiality

(PY: £0.973m)

£0.0475m

Misstatements reported 

to the Audit Committee

(PY: £0.048m)

P
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Value for Money arrangements
Background to our VFM approach

The NAO issued its guidance for auditors on Value for Money work in November 2017. The

guidance states that for Local Government bodies, auditors are required to give a

conclusion on whether the Council has proper arrangements in place to secure value for

money.

The guidance identifies one single 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.”

This is supported by three sub-criteria, as set out below:

Significant VFM risks

Those risks requiring audit consideration and procedures to address the likelihood that 

proper arrangements are not in place at the Council to deliver value for money.

Medium Term Financial Sustainability

At the end of September 2018 65% of the Council’s key performance

indicators were on track and of the 22 Priority Actions within the Corporate

Plan, two were awaiting a decision and the remainder being classified as

‘Green’. This indicates that the Council is on track to meet its stated strategic

objectives for 2018/19 and that the overall governance of the authority

remains strong, with a focus on long term aims rather than short term

measures to balance the budget.

In respect of the medium term financial outlook the Council’s MTFP was

agreed in February 2018 when setting the budget for the current financial

year. The Plan identified a £1.8m budget shortfall over a three year period on

the general fund (2018/19 – 2020/21) – with £0.31million savings achieved in

2017/18. There was also an assumed overall use of £1.96 million in reserves

in order to balance the MTFP.

For 2018/19 the Authority budgeted for a break-even position. At the end of

Quarter 2 a year end surplus of £619k has been forecast. The main reason

behind this is an increase in the funding from Business Rates Retention

(£770k) as a result of being a member of the Derbyshire 100% Business

Rates pilot in 2018/19.

A new financial year (2022/23) has now been added to the MTFP, which

forecasts a very small deficit of £7k. Taking account of the projected 2018/19

surplus position this results in a reduction to the overall required use of

reserves by the end of 2022/23 of £259k.

Achieving a balanced budget over the medium-term relies upon delivery of the

Council's approved efficiency & rationalisation strategy. Current progression

against the efficiency programme is positive, with the 2017/18 target achieved

and at Quarter 2 the General Fund efficiency target of £581k for 2018/19 is

expected to be achieved – with £346k already achieved. The HRA 2018/19

efficiency target of £245k has already been achieved. There remain risks

within delivery of the efficiency programme and in response to this risk we will

assess whether the Council is:

• planning its finances effectively to support the sustainable delivery of

strategic priorities and maintain statutory functions including how you are

progressing against the efficiency & rationalisation strategy.

Informed 

decision 

making

Sustainable 

resource 

deployment

Working 

with partners 

& other third 

parties

Value for 

Money 

arrangements 

criteria
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Audit logistics, team & fees

Audit fees

The planned audit fees are £36,400 (PY: £47,273) for the financial statements audit 

completed under the Code, which are inline with the scale fee published by PSAA in 

setting your fee, we have assumed that the scope of the audit, and the Authority and its 

activities, do not significantly change.

Where additional audit work is required to address risks we will consider the need to 

charge fees in addition to the audit fee on a case by case basis. Any additional fees will be 

discussed and agreed with management and require PSAA approval.

Our requirements

To ensure the audit is delivered on time and to avoid any additional fees, we have detailed 

our expectations and requirements in the following section ‘Early Close’. If the 

requirements detailed overleaf are not met, we reserve the right to postpone our audit visit 

and charge fees to reimburse us for any additional costs incurred.

Grant Patterson, Engagement Lead

As your engagement lead, Grant will have the ultimate 

responsibility for the delivery of your audit service. He will lead our 

relationship with the Authority and take overall responsibility for 

delivering a high quality audit, which meets the highest 

professional standards while adding value

Avtar Sohal, Audit Manager

As the engagement manager, Avtar is responsible for overseeing 

the delivery of our service and managing the audit process. He will 

work with officers and our on-site team to ensure the smooth 

planning and delivery of the audit. He will oversee the on-site team 

and discuss any issues with you during the audit process as well 

as any questions you may have throughout the year. 

Lisa Morrey, Audit Incharge

Lisa will lead the on-site audit team and is responsible for the 

performance of the audit fieldwork and day-to-day liaison with the 

finance team. He will ensure that your audit is delivered effectively, 

efficiently and supportively, keeping the finance team abreast of 

any issues arising as and when they occur.

Planning and

risk assessment 

Interim audit

March

Year end audit

June/July

Audit

Committee

February

Audit

Committee

May

Audit

Committee

July

Audit

Committee

September

Audit 

Findings 

Report

Audit 

opinion
Audit 

Plan

Interim 

Progress 

Report

Annual 

Audit 

Letter
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Early close

Meeting the 31 July audit timeframe

In the prior year, the statutory date for publication of audited local government 

accounts was brought forward to 31 July, across the whole sector. This was a 

significant challenge for local authorities and auditors alike. For authorities, the time 

available to prepare the accounts was curtailed, while, as auditors we had a shorter 

period to complete our work and faced an even more significant peak in our 

workload than previously.

We have carefully planned how we can make the best use of the resources 

available to us during the final accounts period. As well as increasing the overall 

level of resources available to deliver audits, we have focused on:

• bringing forward as much work as possible to interim audits

• starting work on final accounts audits as early as possible, by agreeing which 

authorities will have accounts prepared significantly before the end of May

• seeking further efficiencies in the way we carry out our audits

• working with you to agree detailed plans to make the audits run smoothly, 

including early agreement of audit dates, working paper and data requirements 

and early discussions on potentially contentious items.

We worked with you to meet the deadline last year and we are satisfied that, if all 

these plans are implemented, we will again be able to complete your audit and 

those of our other local government clients in sufficient time to meet the earlier 

deadline. 

Client responsibilities

Where individual clients do not deliver to the timetable agreed, we need to ensure that this 

does not impact on audit quality or absorb a disproportionate amount of time, thereby 

disadvantaging other clients. We will therefore conduct audits in line with the timetable set out 

in audit plans. Where the elapsed time to complete an audit exceeds that agreed due to a 

client not meetings its obligations we will not be able to maintain a team on site. Similarly, 

where additional resources are needed to complete the audit due to a client not meeting their 

obligations we are not able to guarantee the delivery of the audit by the statutory deadline. 

Such audits are unlikely to be re-started until very close to, or after the statutory deadline. In 

addition, it is highly likely that these audits will incur additional audit fees.

Our requirements 

To minimise the risk of a delayed audit or additional audit fees being incurred, you need to 

ensure that you:

• produce draft financial statements of good quality by the deadline you have agreed with us, 

including all notes, the narrative report and the Annual Governance Statement

• ensure that good quality working papers are available at the start of the audit, in 

accordance with the working paper requirements schedule that we have shared with you

• ensure that the agreed data reports are available to us at the start of the audit and are 

reconciled to the values in the accounts, in order to facilitate our selection of samples

• ensure that all appropriate staff are available on site throughout (or as otherwise agreed) 

the planned period of the audit

• respond promptly and adequately to audit queries.

In return, we will ensure that:

• the audit runs smoothly with the minimum disruption to your staff

• you are kept informed of progress through the use of an issues tracker and weekly 

meetings during the audit

• we are available to discuss issues with you prior to and during your preparation of the 

financial statements. 
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Independence & non-audit services
Auditor independence

Ethical Standards and ISA (UK) 260 require us to give you timely disclosure of all significant facts and matters that may bear upon the integrity, objectivity and independence of the firm 

or covered persons relating to our independence. We encourage you to contact us to discuss these or any other independence issues with us.  We will also discuss with you if we make 

additional significant judgements surrounding independence matters. 

We confirm that there are no significant facts or matters that impact on our independence as auditors that we are required or wish to draw to your attention. We have complied with the 

Financial Reporting Council's Ethical Standard and we as a firm, and each covered person, confirm that we are independent and are able to express an objective opinion on the financial 

statements. 

We confirm that we have implemented policies and procedures to meet the requirements of the Financial Reporting Council’s Eth ical Standard and we as a firm, and each covered 

person, confirm that we are independent and are able to express an objective opinion on the financial statements. Further, we have complied with the requirements of the National Audit 

Office’s Auditor Guidance Note 01 issued in December 2017 and PSAA’s Terms of Appointment which set out supplementary guidance on ethical requirements for auditors of local 

public bodies. 

Other services provided by Grant Thornton

For the purposes of our audit we have made enquiries of all Grant Thornton UK LLP teams providing services to the Authority. The following other services were identified

Service £ Threats Safeguards

Audit related

Certification of Housing 

Benefits Subsidy claim

£9,000 

(PY: £8,699)

Self-Interest (because 

this is a recurring fee)

The level of this recurring fee taken on its own is not considered a significant threat to independence as the fee  

for this work is expected to be low £9,000 (£8,699 prior year) in comparison to the total fee for the audit of 

£36,400 and in particular relative to Grant Thornton UK LLP’s turnover overall. Further, it is a fixed fee and there 

is no contingent element to it. These factors all mitigate the perceived self-interest threat to an acceptable level.

Certification of Housing 

capital receipts grant

£3,000 Self-Interest (because 

this is a recurring fee)

The level of this recurring fee taken on its own is not considered a significant threat to independence as the fee  

for this work is £3,000 in comparison to the total fee for the audit of £36,400 and in particular relative to Grant 

Thornton UK LLP’s turnover overall. Further, it is a fixed fee and there is no contingent element to it. These 

factors all mitigate the perceived self-interest threat to an acceptable level.
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Independence & non-audit services 

Service £ Threats Safeguards

Non-audit related

CFO Insights 5,625 The fee is a recurring subscription and, 

therefore, there is a self-interest threat. The 

tool provides information that will help inform 

decision making by informed management. 

The scope of our service does not include 

making decisions on behalf of management or 

recommending a particular course of action.

The level of this recurring fee taken on its own is not considered a significant threat to 

independence as the fee for this work is £5,625 in comparison to the total fee for the audit 

of £36,400 and in particular relative to Grant Thornton UK LLP’s turnover overall. Further, it 

is a fixed fee and there is no contingent element to it. These factors all mitigate the 

perceived self-interest threat to an acceptable level.

Place Analytics 5,625 The fee is a recurring subscription and, 

therefore, there is a self-interest threat. The 

tool provides information that will help inform 

decision making by informed management. 

The scope of our service does not include 

making decisions on behalf of management or 

recommending a particular course of action.

The level of this recurring fee taken on its own is not considered a significant threat to 

independence as the fee for this work is £5,625 in comparison to the total fee for the audit 

of £36,400 and in particular relative to Grant Thornton UK LLP’s turnover overall. Further, it 

is a fixed fee and there is no contingent element to it. These factors all mitigate the 

perceived self-interest threat to an acceptable level.

The amounts detailed are fees agreed to-date for audit related and non-audit services to be undertaken by Grant Thornton UK LLP in the current financial year. These services are 

consistent with the Council’s policy on the allotment of non-audit work to your auditors. All services have been approved by the Audit & Procurement Committee. Any changes and 

full details of all fees charged for audit related and non-audit related services by Grant Thornton UK LLP and by Grant Thornton International Limited network member Firms will be 

included in our Audit Findings report at the conclusion of the audit.

None of the services provided are subject to contingent fees.
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B. Response to Prior Year Recommendations
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Appendix A: Audit approach

Use of audit, data interrogation and analytics software

IDEA

• We use one of the world's 

leading data interrogation software tools, called 

'IDEA' which integrates the latest data analytics 

techniques into our audit approach

• We have used IDEA since its inception in the 

1980's and we were part of the original 

development team. We still have heavy 

involvement in both its development and delivery 

which is further enforced through our chairmanship 

of the UK IDEA User Group

• In addition to IDEA, we also other tools like ACL 

and Microsoft SQL server

• Analysing large volumes of data very quickly and 

easily enables us to identify exceptions which 

potentially highlight business controls that are not 

operating effectively

Appian

Business process management

• Clear timeline for account review:

− disclosure dealing

− analytical review

• Simple version control

• Allow content team to identify potential risk areas 

for auditors to focus on

S
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Inflo

Cloud based software which uses data analytics to 

identify trends and high risk transactions, generating 

insights to focus audit work and share with clients.

LEAP

Audit software

• A globally developed ISA-aligned methodology and 

software tool that aims to re-engineer our audit 

approach to fundamentally improve quality and 

efficiency

• LEAP empowers our engagement teams to deliver 

even higher quality audits, enables our teams to 

perform cost effective audits which are scalable to 

any client, enhances the work experience for our 

people and develops further insights into our 

clients’ businesses

• A cloud-based industry-leading audit tool developed 

in partnership with Microsoft
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Appendix B: Response to Prior Year Recommendations

In 2017/18 we identified one recommendations for the Council as a result of issues identified during the course of our audit. The recommendation was agreed with with management and 

we have highlighted the progress of implementation of the recommendation below

Controls

 High – Significant effect on control system

 Medium – Effect on control system

 Low – Best practice

Assessment Issue and risk Recommendations

 

Low

• Audit testing identified that there was not a formal written 

journal policy for the council in relation who posts and 

authorises journals.

• We recommend the council puts in a written policy in respect to journal processing 

and authorisation.

Progress

• As of December 2018 the Council implemented a clear written procedural note to 

relevant staff members which details the process of journal authorisation. 

Auditor Response

• We are satisfied that the procedural notes implemented address the 

recommendation from 2017/18.
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Purpose
The purpose of this report is to contribute towards the effective two-way communication between auditors and the Council's Audit Committee, 

as 'those charged with governance'. The report covers some important areas of the auditor risk assessment where we are required to make 

inquiries of the Audit and Regulatory Committee under auditing standards.

Background

Under International Standards on Auditing (UK and Ireland) (ISA(UK&I)) auditors have specific responsibilities to communicate with the Audit 

Committee. ISA(UK&I) emphasise the importance of two-way communication between the auditor and the Audit Committee and also specify 

matters that should be communicated. 

This two-way communication assists both the auditor and the Audit and Regulatory Committee in understanding matters relating to the audit 

and developing a constructive working relationship. It also enables the auditor to obtain information relevant to the audit from the Audit and 

Regulatory Committee and supports the Audit and Regulatory Committee in fulfilling its responsibilities in relation to the financial reporting 

process. 

Communication

As part of our risk assessment procedures we are required to obtain an understanding of management processes and the Audit and regulatory 

Committee's oversight of the following areas:

• fraud

• laws and regulations

• going concern

• related parties

• accounting estimates.

This report includes a series of questions on each of these areas and the response we have received from the Council's management. These 

responses should also reflect arrangements over the Council’s group activities.

The Audit and Regulatory Committee should consider whether these responses are consistent with the its understanding and whether there 

are any further comments it wishes to make.
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Fraud
Matters in relation to fraud

ISA(UK&I)240 covers auditors responsibilities relating to fraud in an audit of financial statements.

The primary responsibility to prevent and detect fraud rests with both the Audit and Regulatory Committee and management. Management, 

with the oversight of the Audit Committee, needs to ensure a strong emphasis on fraud prevention and deterrence and encourage a culture of 

honest and ethical behaviour. As part of its oversight, the Audit and Regulatory Committee should consider the potential for override of controls 

and inappropriate influence over the financial reporting process.

As auditor, we are responsible for obtaining reasonable assurance that the financial statements are free from material misstatement due to 

fraud or error. We are required to maintain professional scepticism throughout the audit, considering the potential for management override of 

controls.

As part of our audit risk assessment procedures we are required to consider risks of fraud. This includes considering the arrangements 

management has put in place with regard to fraud risks including:

• assessment that the financial statements could be materially misstated due to fraud

• process for identifying and responding to risks of fraud, including any identified specific risks

• communication with the Audit and Regulatory Committee regarding its processes for identifying and responding to risks of fraud

• communication to employees regarding business practices and ethical behaviour.

We need to understand how the Audit and Regulatory Committee oversees the above processes. We are also required to make inquiries of 

both management and the Audit and Regulatory Committee as to their knowledge of any actual, suspected or alleged fraud. These areas have 

been set out in the fraud risk assessment questions below together with responses from the Council's management. 
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Fraud risk assessment

Question Management response

Has the Council assessed the risk of material 

misstatement in the financial statements due 

to fraud, including the nature, extent and 

frequency of such assessments?

Yes.  The underlying management processes are primarily as described in the Annual 

Governance Statement, which is published alongside the Statement of Accounts.

These are strengthened by additional procedures specific to the Statement of Accounts. 

For example, the Chief Finance Officer / Finance & Procurement Manager undertakes a 

detailed review of the draft Statement of Accounts and will not issue a certificate until 

satisfactory answers and assurances have been provided.

We conclude that there is no significant risk of material misstatement in the Statement of 

Accounts due to fraud.

What processes does the Authority have in 

place to identify and respond to risks of fraud, 

including any identified specific risks of fraud 

and risks of fraud likely to exist?

There are a number of policies and procedures in place including an Counter Fraud & 

Corruption Strategy, RIPA Policy & Procedures, Whistleblowing Policy, risk management 

arrangements set out in the risk management policy, strategy and process, participation in 

the NFI.

Internal Audit is also 'good practice compliant' and has a proven track record in planning 

audit work to take account of fraud risks and responding appropriately to fraud risks in the 

organisation and enhancing controls to protect against the risk of fraud (e.g. procurement 

arrangements).

Have any specific fraud risks, or areas with a 

high risk of fraud, been identified and what has 

been done to mitigate these risks?

No specific fraud risks or areas with a high risk of fraud have been identified. However, the 

Council is always vigilant to the threat of fraud and Internal Audit work is planned to 

highlight the threat of potential fraud.

Are internal controls, including segregation of 

duties, in place and operating effectively?

If not, where are the risk areas and what 

mitigating actions have been taken?

Overall internal controls work effectively and Internal Audit report on ineffective controls 

which are corrected by management.
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Fraud risk assessment
Question Management response

Are there any areas where there is a potential 

for override of controls or inappropriate 

influence over the financial reporting process 

(for example because of undue pressure to 

achieve financial targets)?

Not significantly. Financial and operational targets are an important part of the 

management process. However, a strong corporate commitment to appropriate ethical 

behaviour outweighs any pressure to meet targets.

Are there any areas where there is a potential 

for misreporting override of controls or 

inappropriate influence over the financial 

reporting process?

Not significantly. Financial and operational targets are an important part of the
management process. However, a strong corporate commitment to appropriate ethical
behaviour outweighs any pressure to meet targets.
Plus internal audit checks as part of the audit plan programme would highlight any
misreporting.

How does the Council communicate with 

those charged with governance regarding their 

processes for identifying and responding to 

risks of fraud in the entity?

The Audit and Regulatory Committee provides oversight through :

• Review and approval of policies and procedures including an Counter Fraud & Corruption 

Strategy, Regulation of Investigatory Powers Act and Whistleblowing Policy;

• Review of risk management arrangements set out in the risk management policy, strategy and 

process;

• Review of Internal Audit progress reports;

• Review of Internal Audit Annual Report, which includes the opinion on the control environment;

• Receiving periodic updates on the outcome of any fraud investigative work;

• Receiving updates on actions taken to enhance controls and protect against the risk of fraud 

e.g. procurement arrangements; and

• Consideration of reports from External Audit and any action plans setting out recommendations 

made.

Procedures dictate that the Chair of the Audit and Regulatory Committee is informed of any 

matters of actual, suspected or alleged fraud (with notification to the Audit and Regulatory 

Committee subject to confidentiality).
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Fraud risk assessment

Question Management response

How does the Council communicate ethical 

behaviour of its staff and contractors?
There are a number of policies and procedures in place which are reviewed and approved 

by the Standards Committee including the Ethical Framework (inc. Code of Corporate 

Governance), a Staff Code of Conduct, Registers for Interests and Gifts & Hospitality.

Such policies and procedures are the subject of a detailed communications process, which 

includes extensive coverage during induction and training.

How do you encourage staff to report their 

concerns about fraud? Have any significant 

issues been reported?

The Council has a well publicised Whistleblowing Policy.  No significant issues have been 

reported.

Are you aware of any related party 

relationships or transactions that could give rise 

to risks of fraud?

Not aware of any related party relationships or transactions that could give rise to 

instances of fraud.  Monitoring and controls in place mitigate the risk.

Are you aware of any instances of actual, 

suspected, or alleged fraud either within the 

Council as a whole or within specific 

departments since 1 April 2018?

Confirmation from the Monitoring Officer, Chief Financial Officer (CFO), Audit Manager, 

Legal & Elections Services Manager and Finance and Procurement Manager has been 

obtained that no significant frauds have been identified during 2018/19

Are you aware of any whistleblower reports or 

reports under the Bribery Act since 1 April 

2018?

If so how does the Audit and Regulatory 

Committee respond to these?

No
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Fraud risk assessment

Question Management response

How does the Council protect itself against 

Fraud in its Group activities?

Alliance Environmental Services Limited [AES] ; this joint operation with Staffordshire 

Moorlands District Council and ANSA Environmental Services Limited (trading arm of 

Cheshire East Unitary Council) is required to produce audited accounts for consolidation 

in the Authority’s financial statements.  Both the audit opinion and consolidation process 

provide assurance as to the financial controls within the organisation.  The Services 

Operating Agreement imposes a number of obligations on AES;

- To hold Monthly meetings with representatives of the Council to address operational 

matters

- To prepare Statements for inclusion in the Quarterly Financial Performance reports 

presented to Corporate Select.

- To produce on demand written summaries of costs. 

- To maintain open book accounting, allowing reasonable access to officer’s of the 

Council

- To allow reasonable access to the Authority’s auditors both internal and external.

Further assurance is provided by Council officers holding two of the five directorships that 

make up the AES Board.  The board meets 10 times per year and all significant decisions 

of AES are subject to the unanimous agreement of all directors.

Internal Audit is 'good practice compliant' and has a proven track record in planning audit 

work to take account of fraud risks and responding appropriately to fraud risks in the 

organisation and enhancing controls to protect against the risk of fraud.
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Laws and regulations

Matters in relation to laws and regulations

ISA(UK&I)250 requires us to consider the impact of laws and regulations in an audit of the financial statements.

Management, with the oversight of the Audit and Regulatory Committee, is responsible for ensuring that the Council's operations are 

conducted in accordance with laws and regulations including those that determine amounts in the financial statements.

As auditor, we are responsible for obtaining reasonable assurance that the financial statements are free from material misstatement due to 

fraud or error, taking into account the appropriate legal and regulatory framework. As part of our risk assessment procedures we are required 

to make inquiries of management and the Audit and Regulatory Committee as to whether the entity is in compliance with laws and regulations. 

Where we become aware of information of non-compliance or suspected non-compliance we need to gain an understanding of the 

noncompliance and the possible effect on the financial statements.

Risk assessment questions have been set out overleaf together with responses from management.
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Impact of laws and regulations

Question Management response

What arrangements does the Council have 

in place to prevent and detect non-

compliance with laws and regulations?

The operation of the statutory officer roles (Head of Paid Services, Monitoring Officer and 

Chief Financial Officer) help to ensure compliance with laws and regulations. For example, 

the Monitoring Officer has the authority to report to Council if he considers that any proposal, 

decision or omission would give rise to unlawfulness or maladministration, thereby stopping 

the proposal or decision being implemented until the report has been considered.

Legal implications are outlined in all committee reports.

How does management gain assurance that 

all relevant laws and regulations have been 

complied with?

The operation of the statutory officer roles (Head of Paid Services, Monitoring Officer and 

Chief Financial Officer) help to provide assurance that laws and regulations are complied 

with.

The Internal Audit service operates to the standards set out in the “Public Sector Internal 

Audit Standards” and the Internal Audit Plan specifically considers compliance with laws and 

regulations.

The Council has a well publicised Whistleblowing Policy.

How is the Audit and Regulatory Committee 

provided with assurance that all relevant 

laws and regulations have been complied 

with?

The Chief Financial Officer attends Audit and Regulatory committee meetings to respond to 

members enquiries.

Standard reporting formats requires that legal implications are outlined in all committee 

reports.

The Audit Manager has a number of alternative reporting lines in the event of breach of law or 

regulation, including a right to meet privately with the Chair of the Audit and Regulatory 

Committee or the Committee in full, should the situation determine such an approach 

necessary.
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Impact of laws and regulations

Question Management response

Have there been any instances of non-

compliance or suspected non-compliance 

with law and regulations since 1 April 

2018, or earlier with an on-going impact on 

the 2018/19 financial statements?

Confirmation from the Monitoring Officer, Chief Financial Officer (CFO), Audit Manager, Legal & 

Elections Services Manager and Finance and Procurement Manager has been obtained that 

no instances of non-compliance or suspected non-compliance with laws and regulations have 

been identified during 2018/19.

What arrangements does the Council have 

in place to identify, evaluate and account 

for litigation or claims?

The Council has embedded systems and procedures in place to deal with litigation and claims 

as they emerge (e.g. the “Link Officer” in respect of Ombudsman issues).

At year end, additional procedures ensure that any such items are reflected in the financial 

statements if appropriate. This is incorporated within closedown procedures and includes 

specific enquiries of all senior management with a particular emphasis on the Legal & Elections 

Services Manager, the Insurance Officer and the Head of  Customer Services (responsible for 

the Ombudsman related issues).

Is there any actual or potential litigation or 

claims that would affect the financial 

statements?

Areas of litigation are reported in the Statements where their impact is considered material or 

significant to the readers of the statements and the outturn itself.

Have there been any reports from other 

regulatory bodies, such as HM Revenues 

and Customs which indicate 

noncompliance?

No.
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Impact of laws and regulations

Question Management response

What arrangements does the Council have 

in place to prevent and detect non-

compliance with laws and regulations 

within its Group activities?

Alliance Environmental Services Limited [AES] ; this joint operation with Staffordshire 

Moorlands District Council and ANSA Environmental Services Limited (trading arm of 

Cheshire East Unitary Council) is required to produce audited accounts for consolidation in 

the Authority’s financial statements.  Both the audit opinion and consolidation process provide 

assurance as to compliance within the organisation.

To facilitate the Authority in preventing and detecting non-compliance with laws and 

regulations the Operating Agreement imposes a number of obligations on AES;

- To hold Monthly meetings with representatives of the Council to address operational 

matters

- To prepare Statements for inclusion in the Quarterly Financial Performance reports 

presented to Corporate Select.

- To produce on demand written summaries of costs. 

- To maintain open book accounting, allowing reasonable access to officer’s of the Council

- To allow reasonable access to the Authority’s auditors both internal and external.

Further assurance is provided by Council officers holding two of the five directorships that 

make up the AES Board.  The board meets 10 times per year and all significant decisions of 

AES are subject to the unanimous agreement of all directors.
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Going concern

Matters in relation to going concern

ISA(UK&I)570 covers auditor responsibilities in the audit of financial statements relating to management's use of the going concern 

assumption in the financial statements.

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, the Council’s assets and 

liabilities are recorded on the basis that assets will be realised and liabilities discharged in the normal course of business. 

The code of practice on local authority accounting requires an authority’s financial statements to be prepared on a going concern basis. 

Although the Council is not subject to the same future trading uncertainties as private sector entities, consideration of the key features of the 

going concern provides an indication of the Council's financial resilience and is good practice.

As auditor, we are responsible for considering the appropriateness of use of the going concern assumption in preparing the financial 

statements and to consider whether there are material uncertainties about the Council's ability to continue as a going concern that need to be 

disclosed in the financial statements. We discuss the going concern assumption with management and review the Council's financial and 

operating performance. 

Going concern considerations are set out overleaf and management has provided its  response.
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Going concern considerations
Question Management response

Is the going concern basis of accounting a 

fundamental principle in the preparation of the 

financial statements ?

For the 2018/19 presentation of the Statement of Accounts, a going concern assessment 

will be reported with reference to the approved Medium Term Financial Plan. 

Has a preliminary assessment of the Council's 

ability to continue as a going concern been 

performed?

Yes.   There is a firmly embedded Financial Planning process, which includes a rolling 

four year Medium-Term Financial Plan that is updated two times annually. In addition a 

30 year business plan is maintained and continually updated for the Housing Revenue 

Account.  Other features include CFO assessments and statements regarding budget 

estimates and the adequacy of reserves and balances.

What is the basis for the intended use of the 

going concern assumption, and are management 

aware of the existence of other events or 

conditions that may cast doubt on the Authority’s 

ability to continue as a going concern ?

No.  All such known events are systematically mitigated. For example, budget deficits 

are primarily addressed through a well developed approach towards the achievement of 

efficiency savings, which has a proven track record of success.

In response to the Government 4 year revenue support grant settlement, we submitted 

an efficiency plan outlining how the Council will be addressing financial pressures in 

accepting the settlement offer.  Additionally, we presented a new four year efficiency 

programme to coincide with the 2017/18 Budget  to outline plans to meet the budget 

deficit – for both the general fund and the HRA.  This has been reviewed and reprofiled

as part of the MTFP to be presented in February 2019

A review of the Council's HRA business plan has been undertaken to ensure the impact 

of the Government rent reduction announcement is mitigated over the 30 year plan. An 

updated HRA Business Plan s being presented as part of the MTFP to be presented in 

Feb 2019.

Are arrangements in place to report the going 

concern assessment to the Audit and Regulatory 

Committee?

No explicit statement is presented to Audit and Regulatory Committee, however, the 

Committee scrutinises the treasury function and so is aware of the liquidity and funding 

position of the Authority. 
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Going concern considerations

Question Management response

Are the financial assumptions in that report 

(e.g., future levels of income and 

expenditure) consistent with the Council's 

Business Plan and the financial information 

provided to the Council throughout the 

year?

Yes. Well established quarterly reporting process to councillors, combined with performance 

reporting against the Council’s corporate plans and targets serves to inform the development 

of the three year Medium term financial plan.

Are the implications of statutory or policy 

changes appropriately reflected in the 

Business Plan, financial forecasts and 

report on going concern?

Yes. For example, the Medium-Term Financial Plan specifically includes consideration of both 

national (e.g. statutory) and local (e.g. policy) issues in terms of their potential financial 

impact.

Have there been any significant issues 

raised with the Audit and Regulatory 

Committee during the year which could cast 

doubts on the assumptions made? 

(Examples include adverse comments 

raised by internal and external audit 

regarding financial performance or  

significant weaknesses in systems of 

financial control).

No significant issues have been raised.
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Going concern considerations

Question Management response

Does a review of available financial 

information identify any adverse financial 

indicators including negative cash flow?

If so, what action is being taken to improve 

financial performance?

No. Financial information is closely monitored as a matter of routine through firmly established 

processes.  In addition, regular treasury management reports are presented to Audit 

Committee which would highlight any cashflow deficit.

Does the Council have sufficient staff in 

post, with the appropriate skills and 

experience, particularly at senior manager 

level, to ensure the delivery of the Council's 

objectives?

If not, what action is being taken to obtain 

those skills?

Yes. A service review process has recently been undertaken, with structures created to ensure 

services can operate effectively whilst achieving efficiency targets. If and when numbers or 

experience is considered lacking, additional resource is brought in from third parties. 

Organisational Development is a systematic and managed process.
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Going concern considerations

Question Management response

What arrangements does the Council have 

in place to ensure that its Group activities 

are a Going Concern?

Alliance Environmental Services Limited [AES] ; this joint operation with Staffordshire 

Moorlands District Council and ANSA Environmental Services Limited (trading arm of 

Cheshire East Unitary Council) is required to produce audited accounts for consolidation in 

the Authority’s financial statements.  Both the audit opinion and consolidation process provide 

some assurance as to the organisation being a Going Concern.

To facilitate the Authority’s assessment that the joint operation continues to be a going 

concern the Services Operating Agreement imposes a number of obligations on AES;

- To hold Monthly meetings with representatives of the Council to address operational 

matters

- To prepare Statements for inclusion in the Quarterly Financial Performance reports 

presented to Corporate Select.

- To produce on demand written summaries of costs. 

- To maintain open book accounting, allowing reasonable access to officer’s of the Council

- To allow reasonable access to the Authority’s auditors both internal and external.

Further assurance is provided by Council officers holding two of the five directorships that 

make up the AES Board.  The board meets 10 times per year and all significant decisions of 

AES are subject to the unanimous agreement of all directors.
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Related parties

Matters in relation to Related Parties

For local government bodies, the Code of Practice on Local Authority Accounting in the United Kingdom (the Code) requires compliance with 

International Accounting Standard 24 and disclose transactions with entities/individuals that would be classed as related parties. These may 

include:

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

■ associates and/or joint ventures;

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

■ key management personnel, and close members of the family of key management personnel, and

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

Council.

A disclosure is required if a transaction (or series of transactions) is material on either side i.e. if a transaction is immaterial from the Council's 

perspective but material from a related party viewpoint then the Council must disclose it.

ISA (UK&I) 550 covers auditor responsibilities relating to related party transactions.

Many related party transactions are in the normal course of business and may not carry a higher risk of material misstatement. However in 

some circumstances the nature of the relationships and transaction may give rise to higher risks.

ISA (UK&I) 550 requires us to review your procedures for identifying related party transactions and obtain an understanding of the controls that 

you have established to identify such transactions. We will also carry out testing to ensure the related party transaction disclosures you make 

in the financial statements are complete and accurate. 

Related party considerations have been set out overleaf and management has provided its response.
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Related parties consideration
Question Management response

What controls does the Council have in 

place to identify, account for, and 

disclose related party transactions and 

relationships?

A number of arrangements are in place for identifying the nature of a related party and reported 

value including:

• Maintenance of a Register of interests for Members, a register for pecuniary interests in 

contracts for Officers and Senior Managers requiring disclosure of related party transactions.

• Annual return from senior managers/officers and members requiring confirmation that read and 

understood the declaration requirements and stating details of any known related party 

interests.

• Review of in-year income and expenditure transactions with known identified related parties 

from prior year or known history.

• Review of related information with subsidiaries, companies and joint ventures, e.g. accounts.

• Review of the accounts payable and receivable systems and identification of amounts paid 

to/from assisted or voluntary organisation

• Review of year end debtor and creditor positions in relation to the related parties identified.

• Review of minutes of decision making meetings to identify any member declarations and 

therefore related parties.
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Related parties consideration
Question Management response

Who are the Council’s related parties, 

including changes from the prior 

period?

People who are regarded as related parties are:

• Elected members - Responsible for the direct control of the policies of the authority

• Chief Executive,  The Executive Directors and other Senior Officers, as key management 

personnel that have the authority and responsibility for planning, directing and controlling the 

activities of the authority.

• Members of the families and households of members and officers with the ability to influence 

members or officers

Entities that are regarded as related parties are:

• Central government - Has effective control over local authorities, as authorities are incapable 

of acting without statutory authority. Able to limit possibility of independent action by specifying 

transactions and the terms on which they are concluded.

• Other public bodies subject to common control by central government

• The Council's strategic alliance partner – Staffordshire Moorlands District Council

• Alliance Environment Services (established 2017/18) – an entity over which the Council has 

joint control

• Partnerships, companies, trusts or any entities in which members/officers or a member of their 

close family or the same household has a controlling interest,

NB precepting relationships and the Council's relationship with the pension fund (as an admitted 

body) are deemed to be agency arrangements and so these are not regarded as related parties.

[However the annual Statements present a detailed analysis of transactions between the 

authority and both preceptors and the pension fund.]

Has the Authority entered into any 

transactions with these related parties 

during the period, if so, what are the 

type and purpose of these 

transactions?

Any transactions are in the normal course of business i.e. salaries / member allowances / 

contract payments / other service payments.  However, a full review will be undertaken as part of 

the closure of accounts process as discussed.
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Related parties considerations
Question Management response

What arrangements does the Council 

have in place to ensure that its Group 

activities correctly identify and account 

for related party transactions?

Alliance Environmental Services Limited [AES] ; this joint operation with Staffordshire Moorlands 

District Council and ANSA Environmental Services Limited (trading arm of Cheshire East Unitary 

Council) is required to produce audited accounts for consolidation in the Authority’s financial 

statements.  Both the audit opinion and consolidation process provide some assurance as to the 

organisation correctly accounting for related party transactions.

To facilitate the Authority’s checking of the treatment of related party transactions the Services 

Operating Agreement imposes a number of obligations on AES;

- To hold Monthly meetings with representatives of the Council to address operational matters

- To prepare Statements for inclusion in the Quarterly Financial Performance reports presented 

to Corporate Select.

- To produce on demand written summaries of costs. 

- To maintain open book accounting, allowing reasonable access to officer’s of the Council

- To allow reasonable access to the Authority’s auditors both internal and external.

Further assurance is provided by Council officers holding two of the five directorships that make 

up the AES Board.  The board meets 10 times per year and all significant decisions of AES are 

subject to the unanimous agreement of all directors.
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Accounting estimates

Matters in relation to accounting estimates

Local authorities 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 material 

estimates that the Council is using as part of its accounts preparation; these are detailed in Appendix A. 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.

Accounting estimates considerations have been set out overleaf and management has provided its response.
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Accounting estimates

Question Management response

Are the management arrangements for the 

accounting estimates, including identifying 

new estimates or revisions required, 

detailed in Appendix A reasonable?

Yes

How are transactions, events, and 

conditions identified that may give rise to 

the need for accounting estimates to be 

recognised or disclosed in the financial 

statements?

The most significant areas of estimation involve measurement of the pension liability and the 

valuation of property, plant and equipment:

Estimation of the net liability to pay pensions depends on a number of complex judgements 

relating to the discount rate used, the rate at which salaries are projected to increase, 

changes in retirement ages, mortality rates and expected returns on pension fund assets.

The valuations of property, plant and equipment reported in the Balance Sheet and the 

related depreciation charges are based on an estimation of their value and asset life. 

Are there any changes in circumstances 

that may give rise to new, or the need to 

revise existing, accounting estimates?

No.

How is the Audit and Regulatory Committee 

provided with assurance that the 

arrangements for accounting estimates are 

adequate?

A firm of consulting actuaries is engaged to provide the Authority with expert advice about the 

assumptions to be applied when estimating the pension liability.

A firm of qualified valuers is engaged by the Authority to carry out, for the major assets, a 

programme of physical valuations to ensure that their carrying values are subject to 

professional and independent assessment. 
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Appendix A - Accounting estimates
Estimate Method / model used to make 

the estimate

Controls used to 

identify estimates

Whether 

management 

have used an 

expert

Underlying 

assumptions:

- Assessment of 

degree of uncertainty

- Consideration of 

alternative estimates

Has there 

been a 

change in 

accounting

method in 

year?

Property plant &

equipment

valuations

Valuations for land and buildings are made 

by the external valuer in line with RICS 

guidance on the basis of 5 year valuation 

with interim reviews. The Council applies a 

deminimis threshold of £10,000 in 

determining assets to  be valued.

Other assets are valued on the basis of 

depreciated historic cost as proxy for fair 

value as relatively short asset lives before 

replacement.

Housing Stock is valued on a Beacon basis 

by annual desktop review and then a 

physical valuation every 5 years.

Capital Accountant notifies 

the valuer of the program 

of rolling valuations or of 

any conditions that warrant 

an interim re-valuation.

The overriding requirement 

is that the carrying value is 

not materially different 

from the amount that 

would be determined by 

valuation and so the 

Capital Accountant 

considers factors (informed 

by Property Services 

Manager and external 

valuer) that would indicate 

where a valuation is 

required.

Use of Urban 

Vision augmented 

with internal 

Property Services 

(RICS valuer) for 

buildings 

valuations. 

Other assets 

considered by 

Services Manager 

and capital 

accountant

Valuations are made in-line with 

RICS guidance – reliance on 

expert. Assumptions are set out 

in valuer's report.

For other assets no 

revaluations but asset lives 

reviewed based on the 

operational experience of the 

service areas.

No
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Estimate Method / model used to make 

the estimate

Controls used to 

identify estimates

Whether 

management 

have used an 

expert

Underlying 

assumptions:

- Assessment of 

degree of uncertainty

- Consideration of 

alternative estimates

Has there 

been a 

change in 

accounting

method in 

year?

Estimated

remaining useful

lives of PPE

The following asset categories have general 

asset lives:

• Buildings range 30 to 70 years

• Equipment/ vehicles 3 to 15 years

• Plant 3 to 15 years

• Infrastructure 25 years

Specific asset lives applied 

to buildings.

Consistent asset lives 

applied to each asset 

category.

Use of Urban 

Vision augmented 

with internal 

Property Services 

(RICS valuer) for 

buildings 

valuations. 

Other assets 

considered by 

Services Manager 

and capital 

accountant 

The method makes some 

generalisations. For example, 

building lives would vary 

depending on the construction 

materials used. This life would 

be recorded in accordance with 

RICS valuation.

Detailed information is included 

in the valuers report for each 

asset. The lives used for other 

assets are based on operational 

experience of the service areas.

The asset live is then recorded 

in the asset register.

No

Depreciation &

Amortisation

Depreciation is provided for all fixed assets 

with a finite useful life on a straight-line basis

Consistent application of 

depreciation method 

across all assets

No The length of the life is 

determined at the point of 

acquisition or revaluation.

Major components are 

depreciated separately.

No
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Estimate Method / model used to make 

the estimate

Controls used to 

identify estimates

Whether 

management 

have used an 

expert

Underlying 

assumptions:

- Assessment of 

degree of uncertainty

- Consideration of 

alternative estimates

Has there 

been a 

change in 

accounting

method in 

year?

Impairments Assets are assessed at the year-end for any 

indication that an asset may be impaired. 

Where indications exist and any possible 

differences are estimated to be material, the 

recoverable amount of the asset is estimated 

and, where this is less than the carrying 

amount of the asset, an impairment loss is 

recognised for the shortfall.

Assets are assessed

at each year-end as to 

whether there is any 

indication that an asset 

may be impaired.

This assessment is made 

by the internal valuer for 

land and buildings and by 

Property Services 

Manager and capital 

accountant (and other 

relevant officers for the 

asset type) for other 

assets.

Use of Urban 

Vision augmented 

with internal 

Property Services 

(RICS valuer) for 

buildings 

valuations. 

Other assets 

considered by 

Services Manager 

and capital 

accountant

Valuations are made in-line with 

RICS guidance - reliance on 

expert.

No

Finance lease 

liability

At the inception of the lease the liability is 

the lower of the fair value of the asset or 

present value of the minimum lease 

payments. Payments are split between the 

finance charge and the element that reduces 

the liability.

Finance review contracts 

and payments over the de-

minimus level to ensure 

the lease is categorised 

correctly as a finance 

lease or an operating 

lease.

Calculations supported by 

lease documents.

May obtain 

guidance to support 

lease 

classifications.

Assets recognised under 

finance leases are accounted 

for using the policies applied 

generally to such assets, 

subject to depreciation being 

charged over the lease term if 

this is shorter than the asset’s 

estimated useful life (where 

ownership of the asset does not 

transfer to the Council at the 

end of the lease period).

No
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Estimate Method / model used to make 

the estimate

Controls used to 

identify estimates

Whether 

management 

have used an 

expert

Underlying 

assumptions:

- Assessment of 

degree of uncertainty

- Consideration of 

alternative estimates

Has there 

been a 

change in 

accounting

method in 

year?

Pension liability The Council is an admitted body to the 

Staffordshire Local Government Pension 

Scheme. The administering authority (the 

County Council) engage the Actuary who 

provides the estimate of the pension liability.

Payroll data is provided to 

the Actuary.

Management reconcile this 

estimate of contributions to 

the actuals paid out in the 

year.

Consulting actuary As disclosed in the actuary's 

report. Complex judgements 

including the discount rate 

used, rate at which salaries are 

projected to increase, changes 

in retirement ages, mortality 

rates and expected returns on 

pension fund assets.

No

Non adjusting

events - events 

after the BS date

S151 Officer makes the assessment. If the 

event is indicative of conditions that arose 

after the balance sheet date then this is an 

unadjusting event. For these events only a 

note to the accounts is included, identifying 

the nature of the event and where possible 

estimates of the financial effect

Managers notify the s151 

officer

This would be

considered on 

individual

circumstance.

This would be considered on 

individual

circumstance.

N/a

Bad Debt

Provision.

A provision is estimated using a proportion 

basis of an aged debt listing.

The finance team obtain 

the aged debt listing from 

the sales ledger,  local 

taxation and rental 

systems to calculate the 

provision

No Consistent proportion used 

across aged debt as per the 

Code.

No
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Estimate Method / model used to make 

the estimate

Controls used to 

identify estimates

Whether 

management 

have used an 

expert

Underlying 

assumptions:

- Assessment of 

degree of uncertainty

- Consideration of 

alternative estimates

Has there 

been a 

change in 

accounting

method in 

year?

Provisions for

liabilities.

Provisions are made where an event has 

taken place that gives the Council a legal or 

constructive obligation that probably requires 

settlement by a transfer of economic 

benefits, but where the timing of the transfer 

is uncertain. Provisions are charged as an 

expense to the appropriate service line in the 

CI&ES in the year that the Council becomes 

aware of the obligation, and are measured at 

the best estimate at the balance sheet date 

of the expenditure required to settle the 

obligation, taking into account relevant risks 

and uncertainties.

Charged in the year

that the Council becomes 

aware of the obligation. 

No Estimated settlements are 

reviewed at the end of each 

financial year – where it 

becomes less than probable 

that a transfer of economic 

benefits will now be required (or 

a lower settlement than 

anticipated is made), the 

provision is reversed and 

credited back to the relevant 

service. Where some or all of 

the payment required to settle a 

provision is expected to be 

recovered from another party 

(e.g. from an insurance claim), 

this is only recognised as 

income for the relevant service 

if it is virtually certain that 

reimbursement will be received 

by the Council.

No
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Estimate Method / model used to make 

the estimate

Controls used to 

identify estimates

Whether 

management 

have used an 

expert

Underlying 

assumptions:

- Assessment of 

degree of uncertainty

- Consideration of 

alternative estimates

Has there 

been a 

change in 

accounting

method in 

year?

Accruals Finance team collate accruals of expenditure 

and income. Activity is accounted for in the 

financial year that it takes place, not when 

money is paid or received.

While processes and procedures will be 

maintained to capture all accruals, resources 

will be focused on identifying individual 

transactions of £5,000  and above

An Accumulated Absences creditor balance 

is  at £102,000 to reflect the value of time 

owed to employees for accrued holidays, 

TOIL (time off in lieu) and flexitime. This 

balance is based on an historic value subject 

to annual review and amendment where 

there have been significant changes in staff 

numbers or working patterns

Review financial systems 

to identify where goods 

have been received but not 

paid for.

Requests of service 

managers to identify any 

other goods or services 

received or provided but 

not paid for , concentrating 

on transactions greater 

than £5,000.

Review of circumstances 

that indicate the approach 

to annual leave accrual is 

no longer valid.

No Accruals for income and 

expenditure often based on 

known values.

Where accruals are estimated 

the latest available information 

is used.

The value of the accruals below 

the threshold of £5,000 

identified in prior years is not a 

material amount.

The annual leave accrual is 

based on historic records. An 

annual review will be performed 

to assess whether there any 

circumstances that mean the 

historic calculation of annual 

leave is no longer a reasonable 

estimate and whether the 

survey process needs to be 

performed on a partial or 

complete basis.  Events likely to 

trigger such a decision would 

be significant changes in staff 

numbers or working patterns.

No
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Estimate Method / model used to make 

the estimate

Whether 

management 

have used an 

expert

Underlying 

assumptions:

- Assessment of 

degree of uncertainty

- Consideration of 

alternative estimates

Has there 

been a 

change in 

accounting

method in 

year?

Measurement of 

Financial 

Instruments

Financial assets are required to be classified 

and measured at fair value, with any 

changes in fair value recognised in Profit 

and Loss.  The valuation should, where 

material, reflect any change in expected 

future cash flows.  Thus for instance if there 

arises an expectation that future cash flows 

from an investment will be reduced this 

would impact on the current carrying value of 

that financial instrument.

The Finance Team identify those assets 

where future cash flows are not now 

anticipated to be as expected at initial 

recognition of the instrument.  Where 

material these changed cash flows are used 

to restate the carrying value of the financial 

instrument.  This requires both estimation of 

future cash flows and  their impact on the 

current carrying value of the instrument.

Annual review of financial 

instruments to identify 

where possibility of 

changed future cash flows.

Where likely quantify using 

best estimates.

When considered 

necessary the 

Council’s treasury 

advisers will be 

consulted.

The Authority’s Treasury 

Management Strategy is such 

that investments are restricted 

to low risk entities.

Where instruments have arisen 

out of operational requirements 

to support the aims of the 

council then the level of 

knowledge about the third 

parties is such that risk is 

minimised.

Yes.  IFRS9 has 

introduced the need 

to reflect ‘future  

losses’  in the 

reported carrying 

value of financial 

instruments.
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AUDIT & REGULATORY
Chairman: Councillor Douglas

Vice Chairman: Councillor Sloman
Lead Officer: A Stokes

Date Items Lead Officer Purpose/Method of 
Consideration

Certification of Claims and Returns Annual Report G Patterson
External Audit 2018/19 Audit Plan G Patterson
External Audit – Informing the Risk Assessment G Patterson
Review of Risk Management Strategy V Higgins
Risk Management Update V Higgins
Annual Governance Statement – Progress against 
2017/18 Action Plan A Stokes
Treasury Management Update C Hazeldene
2019/20 Treasury Management Strategy A Stokes
2018/19 Internal Audit Periodic Report J Leak
Work Programme

13-Feb-2019

Planned Audit Fee for 2019/20 G Patterson
External Audit Update G Patterson
Internal Audit Annual Audit Plan 2019/20 J Leak
2018/19 Internal Audit Periodic Report J Leak
Work Programme

23-May-2019

External Audit findings G Patterson
External Audit update G Patterson
Annual Governance Statement 2018/19 A Stokes
Draft Statement of Accounts 2018/19 A Stokes

Jul-2019

Annual Treasury Management Report 2018/19 C Hazeldene

P
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Treasury Management Update Report C Hazeldene
2018/19 Internal Audit Periodic Report J Leak
Internal Audit – Annual Report 2018/19 J Leak
2018/19 Annual Review of Effectiveness of Internal Audit J Leak
2018/19 Annual Review of Effectiveness of the Audit and 
Regulatory Committee J Leak
Work Programme

External Audit update G Patterson
External Audit 2018/19 Annual Audit Letter G Patterson
Treasury Management - Update Report C Hazeldene
2019/20 Internal Audit Periodic Report J Leak
Appointment of Mayor 2020/21 L Vernon
Risk Management Update V Higgins
Work Programme

Oct-2019

Exercises to test Business Continuity Plans A StokesTo add in
Polling of LGPS and arrangements ? A Stokes
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