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Executive summary 

Overall review of 

financial 

statements 

Purpose of this letter 

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

work that we have carried out at High Peak Borough Council (the Council) for the 

year ended 31 March 2016. 

 

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

Council and its external stakeholders, and to highlight issues that we wish to draw 

to the attention of the public.  In preparing this letter, we have followed the 

National Audit Office (NAO)'s Code of Audit Practice (the Code) and  Auditor 

Guidance Note (AGN) 07 – 'Auditor Reporting'. 

 

We reported the detailed findings from our audit work to the Council's Audit and 

Regulatory Committee as those charged with governance in our Audit Findings 

Report on 29 September 2016. 

 

Our responsibilities 

We have carried out our audit in accordance with the NAO's Code of Audit 

Practice, which reflects the requirements of the Local Audit and Accountability 

Act 2014 (the Act). Our key responsibilities are to: 

• give an opinion on the Council's financial statements  

• assess the Council's arrangements for securing economy, efficiency and 

effectiveness in its use of resources (the value for money conclusion). 

 

In our audit of the Council's financial statements, we comply with International 

Standards on Auditing (UK and Ireland) (ISAs) and other guidance issued by the 

NAO. 

 

 

 

 

Our work 

Financial statements opinion 

We gave an unqualified opinion on the Council's financial statements on 29 

September 2016. 

 

Value for money conclusion 

We were satisfied that the Council put in place proper arrangements to ensure 

economy, efficiency and effectiveness in its use of resources during the year ended 

31 March 2016. We reflected this in our audit opinion on 29 September 2016. 

 

Certificate 

We certified that we had completed the audit of the accounts of High Peak 

Borough Council in accordance with the requirements of the Code on 29 

September 2016. 

 

Certification of grants 

We also carry out work to certify the Council's Housing Benefit subsidy claim on 

behalf of the Department for Work and Pensions. Our work on this claim is not 

yet complete and will be finalised by 30 November 2016. We will report the results 

of this work to the Audit and Regulatory Committee in  our Annual Certification 

Letter. 

 

Working with the Council 

We would like to record our appreciation for the assistance and co-operation 

provided to us during our audit by the Council's staff. 

 

Grant Thornton UK LLP 

October 2016 
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Audit of  the accounts 

Overall review of 

financial 

statements 

Our audit approach 

Materiality 

In our audit of the Council's accounts, we use the concept of materiality to 

determine the nature, timing and extent of our work, and in evaluating the results 

of our work. We define materiality as the size of the misstatement in the financial 

statements that would lead a reasonably knowledgeable person to change or 

influence their economic decisions.  

 

We determined materiality for our audit of the Council's accounts to be £864,000, 

which is 2% of the Council's gross revenue expenditure. We used this benchmark, 

as in our view, users of the Council's accounts are most interested in how it has 

spent the income it has raised from taxation and grants during the year.  

  

We also highlighted certain areas such as officers remuneration, where we did not 

set a separate materiality threshold, but where we undertook more extensive 

testing to reflect the interest in these disclosures.   

 

We set a lower threshold of £43,000 above which we reported errors to the Audit 

and Regulatory Committee in our Audit Findings Report. 

 

The scope of our audit 

Our audit involves obtaining enough evidence about the amounts and 

disclosures in the financial statements to give reasonable assurance that they are 

free from material misstatement, whether caused by fraud or error.  

 

This includes assessing whether:  

• the Council's accounting policies are appropriate, have been consistently 

applied and adequately disclosed;  

• significant accounting estimates made by management are reasonable; and 

• the overall presentation of the financial statements gives a true and fair view. 

 

We also read the narrative report and annual governance statement to check 

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

on which we give our opinion. 

  

We carry out our audit in line with ISAs (UK and Ireland) and the NAO Code 

of Audit Practice. We believe the audit evidence we have obtained is sufficient 

and appropriate to provide a basis for our opinion. 

  

Our audit approach was based on a thorough understanding of the Council's 

business and is risk based.  

 

We identified key risks and set out overleaf the work we performed in response 

to these risks and the results of this work. 

 



© 2016 Grant Thornton UK LLP  |  The Annual Audit Letter for High Peak Borough Council  |  October 2016 5 

Audit of  the accounts 

Overall review of 

financial 

statements 

 

 

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

Management over-ride of controls 

Under ISA (UK&I) 240 it is presumed  that 

the risk of  management  over-ride of 

controls is present in all entities. 

As part of our audit work we: 

• Reviewed accounting estimates, judgments and decisions made by management 

• Tested journal entries 

• Reviewed unusual and significant transactions 

We did not identify any issues to report 

Employee remuneration 

The Council's expenditure on its employees 

in 2015/16 was £12.6 million, which 

represents 25% of its total expenditure 

(source: note 1 to the financial statements). 

 

 

As part of our audit work we have:  

• documented and walked through the controls in place  over payroll expenditure 

• performed trend analysis to identify any unusual variances in pay transactions 

• reviewed the reconciliation  between the  payroll system and the general ledger 

• tested a sample of employee remuneration payments in the year to ensure accurately accounted for and in the correct period 

• agreed the disclosure of senior officers remuneration to the information from the payroll system and supporting evidence .  

We did not identify any issues to report. 

Operating expenses 

The Council's  operating expenditure  in 

2015/16 was £38.7 million, which represents 

75% of its total expenditure (source: note 1 

to the financial statements). 

 

As part of our audit work we have:  

• documented and walked through the controls in place over operating expenditure 

• reviewed the completeness and accuracy of the reconciliation between the purchase ledger and the general ledger 

• obtained an understanding of the accruals process and tested a sample of accruals (and other creditors balances) 

• tested a sample of payments after the year end to confirm these were accounted for in the correct period 

• tested a sample of operating expense transactions in the year to ensure these are accurately accounted for and in the correct 

period. 

We did not identify any issues to report. 

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

Overall review of 

financial 

statements 

Audit opinion 

We gave an unqualified opinion on the Council's accounts on 29 September 2016, 

meeting the 30 September 2016 deadline. 

 

Issues arising from the audit of the accounts 

We reported the key issues from our audit of the accounts of the Council to the 

Audit and Regulatory Committee on 29 September 2016. 

 

We have identified no adjustments that affect the group and Council's reported 

financial position. We have agreed a number of adjustments to improve the 

presentation of the financial statements and to amend disclosures.  

 

We identified  one matter during our audit that we have asked the Council's 

management to address for the next financial year. This relates to balances 

recorded on the balance sheet as creditors where the age of the liabilities suggests 

that the likelihood of payment has reduced. Management will conduct a detailed 

review in 2016/17 to determine if these balances should be retained. 

 

We highlighted the difficulties that the Council had encountered in fully 

reconciling its bank account balance to the general ledger since July 2015 following 

an upgrade to the cash receipting system.  This position is now improved and 

going forward the Council will complete its reconciliations on a periodic and 

routine basis to provide assurance that all transactions affecting cash and the main 

accounting system are identified and recorded.  

 

We will continue to work with the Council to pull forward its closedown timetable 

in 2016/17. There is more to be done to ensure that a full set of draft statements 

can be prepared at an earlier stage and in readiness for the earlier deadlines that 

will apply for 2017/18. 

 

 

 

 

 

 

Annual Governance Statement and Narrative Report 

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

Narrative Report. It published them on its website with the draft accounts in 

line with the national deadlines.  

 

Both documents were prepared in line with the relevant guidance and were 

consistent with  the supporting evidence provided by the Council and with our 

knowledge of the Council. 

 

Other statutory duties  

We also have additional powers and duties under the Act, including powers to 

issue a public interest report, make written recommendations, apply to the 

Court for a declaration that an item of account is contrary to law, and to give 

electors the opportunity to raise questions about the Council's accounts and to 

raise objections received in relation to the accounts. 

 

We have not identified any issues that have required us to apply our statutory 

powers and duties under the Act. 
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Value for Money conclusion 
 

Overall review of 

financial 

statements 

Background 

We carried out our review in accordance with the NAO Code of Audit Practice 

(the Code), following the guidance issued by the NAO in November 2015 which 

specified the criterion for auditors to evaluate: 

In all significant respects, the audited body takes properly informed decisions and deploys resources 

to achieve planned and sustainable outcomes for taxpayers and local people.  

 

Key findings 

Our first step in carrying out our work was to perform a risk assessment and 

identify the key risks where we concentrated our work. 

 

The key risks we identified and the work we performed are set out in table 2 

overleaf. 

  

Overall VfM conclusion 

We are satisfied that in all significant respects High Peak Borough Council  put 

in place proper arrangements to secure economy, efficiency and effectiveness in 

its use of resources for the year ending 31 March 2016.  
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Risk identified Work carried out Findings and conclusions 

Planning finances 

The Council has historically 

managed its finances well and 

has consistently achieved 

savings targets. It is on course 

to achieve a balanced budget 

for 2015/16. However, following 

the most recent settlement, and 

with the expected reduction in 

government grant, the Council 

has identified deficits in the later 

years of the MTFP of 875,230 

in 2018/19 and £406,450 in 

2019/20 that will need to be 

met. Addressing this shortfall is 

dependent on funding that may 

arise from business rates 

retention or the impact of 

changes to New Homes Bonus. 

 

 

We reviewed the outturn 

position for 15/16 and the 

budget plans for 16/17 and 

17/18, and reviewed the 

Council's progress in 

updating its medium term 

financial strategy. 

The Council has a good track record of achieving its financial plans. in 2015/16 the Council reported an 

underspend of £0.297m against its net revenue budget of £10.385m.  

 

The Council continues to hold a general fund reserve of £2.8m, in line with the forecasts set out in the latest  

reserves strategy and providing sufficient cover compared to the Council's estimate of a minimum requirement of 

£1.3m. Overall earmarked reserves (general fund) have  reduced by £0.9m, reflecting new sums set aside but also 

the use of the earmarked reserves to support service spending. The overall decrease is mainly attributed to the use 

of earmarked reserves for capital investment (£0.742m) and a contribution towards the one-off costs of the 

implementation of service review (£0.350m). The underspend against the budget has enabled contributions into 

specific earmarked reserves. 

 

The Corporate Plan 2015-2019 sets out four main aims, underpinned by priority actions to be implemented, The 

monitoring and reporting against these forms part of the Council’s performance management framework.  

The Corporate Plan has formed the basis for developing proposals within the Medium Term Financial Strategy 

(MTFS).  

 

The budget setting process for 2016/17 has resulted in a balanced general fund budget for the year with an 

efficiency and rationalisation target of £0.660m. The HRA budget is also balanced with a new efficiency target of 

£0.504m. This reflects the consequences of the rent reduction imposed by central government.  The Council 

propose an increase in council tax of 1.9% for 2016/17.  

 

The MTFS also reports a balanced budget for 2017/18, however the Council continues to face deficits in its general 

fund revenue budget of £0.875m for 2018/19 and £0.406m in 2019/20.  

 

The Council's three year efficiency programme provides the Council with this balanced budget position in the short 

term. However those schemes that remain to be implemented are inevitably those that are more difficult and more 

uncertain. 

 

 

Guidance note 

Red text is generic and should 

be updated specifically for your 

client. 

Once updated, change text 

colour back to black. 

Delete unused rows if there are 

no ‘other’ entity-specific risks. 

Value for Money 

Table 2: Value for money risks 

Value for Money conclusion 
 



© 2016 Grant Thornton UK LLP  |  The Annual Audit Letter for High Peak Borough Council  |  October 2016 9 

Risk identified Work carried out Findings and conclusions 

Planning finances 

(continued) 

As the Council progresses through its planning cycle towards setting a 2017/18 budget in February 2017,  it will 

further refine the financial assumptions and consider what flexibility it has to generate growth in council tax and 

business rates. The Council is also exploring  various options for service delivery in areas such as waste, leisure 

and facilities managements. These are expected to provide the Council with scope for significant savings through 

its procurement decisions. The ways in which the Council can rationalise the use of its estate also remains an area 

of focus.  

 

The Council continues to demonstrate a robust planning process, which means it is well prepared to identify and 

put plans in place to tackle the financial risks that face it in the medium term. 

 

On that basis we concluded that the risk was sufficiently mitigated and the Council has proper 

arrangements for planning finances effectively to support the sustainable delivery of strategic priorities 

and maintain statutory functions. 

 

Guidance note 

Red text is generic and should 

be updated specifically for your 

client. 

Once updated, change text 

colour back to black. 

Delete unused rows if there are 

no ‘other’ entity-specific risks. 

Value for Money 

Value for Money conclusion 
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Risk identified Work carried out Findings and conclusions 

Service reviews 

 

As the Council reaches the 

implementation stage of its 

service review process, the 

management of these changes 

represent  risk to the VFM 

conclusion. 

We have considered:  

• what progress is being 

made to implement the 

service reviews  

• how the Council is 

addressing the risks and 

challenges associated 

with the changes in 

working arrangements 

• how the Council is 

dealing with the one off 

costs associated with the 

changes. 

The Council's three year Efficiency and Transformation programme for 2014/15 to 2016/17, set a target of savings 

of over £5m across the Council and its Alliance partner, of which the service reviews were a key area to achieve 

savings of £1.3m. 

 

Many of these reviews have been completed in 2015/16. The outcomes of the services reviews include: 

• Assessment to define excellence in each service area and then identify strengths and weaknesses compared to 

this model 

• Service improvement plans to commit each service to actions and outcomes 

• New staffing structures 

• Changes in working arrangements to encourage flexibility 

• A reduction in staff employed by the two councils of 57 posts, achieved through voluntary redundancies and 

deletion of vacant posts and redeployment of staff. 

 

The service review process is expected to achieve total savings across the Alliance of  £1.4m by April 2019, 

exceeding the original target. There  are though some costs of implementing these changes, including redundancy 

costs and the use of temporary or fixed term staff to provide the necessary flexibility during the transition. Most of 

these transition costs have already been incurred in 2014/15 and 2015/16 and so it is from 2016/17 that the 

Councils expect to start to see the longer term savings being achieved. 

 

Looking ahead, the implementation of the Channel Shift project is set to change the way in which the public 

engage/ interact with the Council so that they are much more 'self service'. The initial investment as part of the ICT 

strategy is expected to result in more streamlined internal processes, more integration between different system 

and a better experience for the customer as a result.   

 

It is evident that the Council has made considerable progress in implementing its service reviews. There is more to 

be done to embed the new ways of working and to ensure that the full benefits are realised from these changes. A 

more agile and flexible workforce should enable the Councils to be more responsive to changing circumstances 

and demand. Some areas of the reviews that remain to be completed, are now integrated into the process for 

reviewing the HRA business plan taking place in 2016/17.  

 

Overall we concluded that the risk was sufficiently mitigated and the Council has proper arrangements for 

planning, organising and developing the workforce effectively to deliver strategic priorities. 

 

Guidance note 

Red text is generic and should 

be updated specifically for your 

client. 

Once updated, change text 

colour back to black. 

Delete unused rows if there are 

no ‘other’ entity-specific risks. 

Value for Money 

Value for Money conclusion 
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Risk identified Work carried out Findings and conclusions 

Housing business plan 

 

The Council's Business Plan for the 

housing revenue account, is affected 

by external factors including the 

recent government announcements of 

rent reductions that will need to be 

applied in future.  We need to 

consider the Council's arrangements 

to update its Business Plan in light of 

this and other developments 

throughout 2015/16, as this 

represents a risk to the VFM 

conclusion 

We considered how the 

Council have responded to the 

developments that impact 

upon its HRA Business Plan. 

The housing revenue account self financing regime took effect in 2016 and required the Council to put in 

place a 30 year HRA business plan. In July 2016, the government announced legislation and financial 

changes for the social housing sector, the most significant changes require the Council to reduce social 

housing rents by 1% per annum over the next four years. In this period, this is estimated to reduce the  

funds available in the HRA by £2.4 million, but would also lead to a breach of the borrowing cap in 13 

years.  

 

In response the Council has began a fundamental review of the Business Plan that will take place 

throughout  2016/17. Although the review was at an early stage in 2015/16, we are assured that the 

Council has plans in place to re-assess and reconfigure the Business Plan in light of these changes.  

 

It is evident that the Council has: 

• Established a structure for reporting progress to members and focusing attention on the policy issues 

that will need to be considered during the review – through the work of a sub committee (reporting to 

the Corporate Select Committtee) 

• Put in place a programme of work leading to the revised Business Plan being presented to Council in 

February 2017 

• Set out the scope of the review to take place, building on an initial self assessment against the six 

principles of the voluntary code (CIPFA/ Chartered institute of Housing Voluntary Code for self financed 

HRA) 

• Made provision to integrate the broader remit of the associated services reviews into the HRA 

Business Plan review 

• Prioritise each of the reviews area taking into account the likelihood of financial savings, the impact 

upon the financial position, the need to finalise staffing structures and the scope for improvements to 

services. 

 

The Council's progress with this review and the operational and policy decisions that it makes as a result 

will be critical in determining the  financial viability of its social housing services and the Council's long 

term financial plans. This is likely to remain a significant risk in our VFM conclusion in 2016/17.  

 

Overall we concluded that the risk was sufficiently mitigated and that the Council has proper 

arrangements for utilising assets effectively to support the delivery of strategic priorities, and 

planning finances effectively to support the sustainable delivery of strategic priorities and 

maintain statutory functions. 

Value for Money 

Value for Money conclusion 
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Risk identified Work carried out Findings and conclusions 

Crescent development 

 

Since 2000, High Peak Borough 

Council and Derbyshire County 

Council have been working on the 

Buxton Crescent & Thermal Spa 

Project to bring one of High Peak’s 

iconic buildings back into use as part 

of the heritage led regeneration of 

Buxton. The continued progress with 

the scheme and the risks to the 

Council associated with that continue 

to be of relevance to the VFM 

conclusion. 

We considered what progress 

is being with the development, 

how the Council is addressing 

the risks and challenges 

associated with this and 

how the Council is dealing 

with the financial implications 

of the project. 

At the time of setting the budget for 2015/16 the partners of the Buxton Crescent project had identified a 

funding gap of £2 million but this was then covered by a loan arrangement with the County Council. With 

the sufficient funding arrangements in place, the project has progressed significantly.  

 

The developers preferred contractor, Vinci Construction Ltd, have now began the main works to transform 

the site into a 5* spa hotel. The refurbishment works are due to be completed in 2018.  

 

A smaller project to refurbish the separate Pump Room and enable this to be used as a temporary visitor 

information point has been completed.  

 

The Council have estimated the potential costs to the Council if the scheme failed to be completed, taking 

into account the costs of maintenance and mothballing for the period that it would take to  restablish the 

project with a new development partner. These costs are estimated to be £2m . As these cost are not at 

this stage, expected to be incurred,  they are not factored into the MTFP but they are clearly reported for 

information. 

 

Members of the Audit and Regulatory committee have received regular feedback on the progress of the 

scheme and the risks associated with its delivery. It is also included in the Council's risk register. 

 

Taking this into account, we concluded that the risk was sufficiently mitigated and the Council has 

proper arrangements for working effectively with third parties to deliver strategic priorities, 

managing risks effectively and maintaining a sound system of internal control. 

Value for Money 

Value for Money conclusion 
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Working with the Council 

Overall review of 

financial 

statements 

Our work with you in 2015/16 

 

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

established a positive and constructive relationship with your team.  

 

An effective audit – we delivered the accounts audit by the deadline. Our 

audit team are experienced and knowledgeable and understand your 

financial accounts and systems.  

 

We will continue to work closely with you as you make further progress to 

prepare full financial statements for the earlier deadline that will apply for 

2017/18.   

 

Improved financial processes – during the year we reviewed your financial 

systems and processes including employee remuneration and operating 

expenditure.  

 

Understanding your operational health – through the value for money 

conclusion we provided you with assurance on your operational 

effectiveness.  

 

  

 

 

 

Sharing our insight – we provided audit committee updates covering 

emerging issues and best practice.  We have also shared our thought 

leadership publications which include: 

 

• Better Together -  building a successful joint venture company;  

• Knowing the Ropes - audit committee effectiveness review   

• Making Devolution Work - a practical guide for local leaders  

• Brexit -  planning the future, shaping the debate. 

 

Providing training and supporting development – we met with finance staff 

with a bespoke workshop to discuss the changes to accounting standards 

the Code of Practice and emerging issues and future developments, to 

support officers involved in the preparation of the Financial Statements. We 

also provided a briefing paper setting out the new requirements for the 

Narrative Report, that replaces the explanatory foreword in the financial 

statements.  

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

financial year as you develop your plans to tackle your financial risks and 

embed new ways of working. 
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Appendix A: Reports issued and fees 

Fees 

Planned 

£ 

Actual fees  

£ 

2014/15 fees  

£ 

Statutory audit of the Council 47,273 47,273 63,030 

Housing benefit grant certification 9,199 9,199 14,720 

Total fees (excluding VAT) 56,472 56,472 77,750 

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

Our work on the certification of the housing benefit claim is to be formally 

concluded. In the event of any variations in actual fees from the planned fee, we 

will agree these with the Executive Director (Chief Finance Officer). Any fee 

variations are subject to approval by Public Sector Audit Appointments Ltd. 

Reports issued 

Report Issued 

Audit Plan February 2016 

Informing the Risk Assessment February 2016 

Audit Committee Update May 2016 

Audit Committee Update July 2016 

Audit Findings Report September 2016 

Annual Audit Letter October 2016 

Fees for other services 

Fees 

£ 

None audit services (2015/16): 

• Waste collection and street scene - strategic options 

• Waste collection and street scene – options appraisal 

(next steps) 

• Place Analytics – subscription agreed Feb 2016 

 

4,500 

4,000 

 

5,625 

None audit services (2016/17): 

• Leisure services options - work completed in 2016/17 

• CFOi insights – subscription agreed September 2016 

 

8,990 

2,000 

Audit related services: 

Pooling capital receipts 2014/15 – work completed in 

November 2015 

 

2,170 
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