o Grant Thornton

Auditand Perform ance Comm 1tee
W estin nsterC 1y C ouncil

PragressR eoaxrtand U pdate
Yaraedel31 M arxd 2017

November 2016

Paul Dossett

Engagement Lead

T 0207728 3180

E Paul.Dossett@uk.gt.com

Elizabeth Jackson

Engagement Manager

T 0207728 3329

E Elizabeth.L.Jackson@uk.gt.com

Rufaro Dewu

Support Manager

T 0207 728 3240

E rufaro.k.dewu@uk.gt.com



Audit Committee progress report and update — xxxxxxx Council

The contents of this reportrehite only to them atterswhich have com e to ourattention, which we belisve nesd to be
reported to you as partof ourauditprocess. Tt isnota com prehensive record of all the relevantm atters, which m ay
be subctto change, and i particularw e cannotbe held regponsibke to you forreporting allof the riskswhich m ay
affectyourbushess or any w eaknesses 1 your hitemal controls. This reporthas been prepared soEly foryour
benefitand should notbe quoted 1 whol or in partw ithout ourpriorw riten consent.W e do notacceptany
responsibility forany Ioss occasibned to any third party acting, or refraining from acting on the basis of the content
of this report, as this reportw as notpreparad for, nor ntended for, any otherpurpose.

© 2016 Grant Thornton UK LLP. All rights reserved.



Audit Committee progress report and update — xxxxxxx Council

htroduction

This paperprovies the AuditComm iteew ih a report
on progress 1 delverng our regponsibilities asyour
extermal audiors.

M an bersofthe Audit Comm itee can find furtherusefillm aterialon ourw eosiewww grantthomton co uk,wherewehave a
section dedicated to ourw ork i the public sector. H ere you can downbad copies of ourpublications:
*  Thnovatin h public fnancilm anagem ent O ecan ber2015);www tthomton gl an/hsivhts/articles/ imovation—
h-public-financiatm anagem ent/
*  Knowhg theRopes— AuditComm itee; E ffectivenessReview O ctober2015);
WWW tthomton oo 1k/en/hsivhts/know hg-the-ropes—auditcom m ittee-effectivenessyeview 2015
° M akihgdevolutbn work:A practicalguide for bcal kaders O ctober2015)
wWww tthomton co uk/en/hsivhts/m akihg-devolition- ork,
°  Reforghg bcalgovermm ent: Sum m ary findings of financialhealtth checksand govemance review s O ecan ber2015)
htp / /www tthomton co uk/en/hsivhts/ reforging-b vernm enty,

M em bers and officersm ay also be Interested In outrecentw ebnars:

A lterative deliverym odels: Interview w ith H elen Randallof Trow ersand H am Ins, discusshg LATC sand Vs 1 bcal
governm ent. http / /www grantthomton oo uk/en/hsiohts/ga-on-bcalanthoriy~altemative-delivery-m odels

Cybersecurty In the public sector: O urshortvideo outlnes questions forpublic sector orgenisations to ask tn
defending against cyber arin e htip / /www grantthomton co uk/en/hsivhts/ cyber-security~n-thepublic-sector

Ifyou woul ke further nform ation on any iam s 1 thisbriefing, orwould ke to registerw ith G rantThomton to receive
regularem ailupdates on issues thatare of nterest to you, plase contactettheryour Engagem entLead orEngagam ent

M anager.

© 2016 Grant Thornton UK LLP. All rights reserved.
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Progress atN ovan ber 2016

2016/17 work

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

Accounts Audit Plan

We are required to issue a detailed accounts audit plan to the
Council setting out our proposed approach in order to give an
opinion on the Council's 2016/17 financial statements.

Interim accounts audit

Our interim fieldwork visit plan included:

» updated review of the Council's control environment

» updated understanding of financial systems

» review of Internal Audit reports on core financial systems
» early work on emerging accounting issues

» early substantive testing

» Value for Money conclusion risk assessment.

Final accounts audit

Including:

+ audit of the 2016/17 financial statements

» proposed opinion on the Council's accounts

» proposed Value for Money conclusion

» review of the Council's disclosures in the consolidated accounts
against the Code of Practice on Local Authority Accounting in
the United Kingdom 2016/17

© 2016 Grant Thornton UK LLP. All rights reserved.

April 2016

February 2017

Initial planning:
October 2016

Risk assessment:
November 2016

Early substantive
testing: February
2017

11 April to 10 May
2017

PbhmedDate Compkte?

Yes

Not yet due

Yes

Not yet due

Not yet due

Not yet due

Comm ents

The 2016/17 fee letter was issued in April 2016 and considered by the
committee in .

Our Audit Plan will be presented to the February 2017 committee. The
Plan is based on our monthly liaison meetings with the finance team
and our findings from the initial planning and risk assessment audit
visits.

We have planned regular audit visits throughout the financial year to
ensure that we carry out as much early testing as possible before the
accounts audit visit in April 2017.

The Council's ambitious early closedown timetable will be delivered
again in 2016/17.

We have started to carry out a review of the Highways Network Assets
as this is a highly material change to the accounts this year and is a
significant risk for our audit opinion. This will enable us to agree the
accounting entries with the finance team before the accounts are
prepared.
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Progress atN ovan ber 2016 - .

2016/17 work PbhmedDate Compke? Comments

Value for Money (VfM) conclusion

The scope of our work has changed and is set out in the final We will set out the results of our risk assessment and the proposed

guidance issued by the National Audit Office in November 2015. &23::&2??8?6 Not yet due focus of our work in the Audit Plan.
The Code requires auditors to satisfy themselves that; "the Council . - )
has made proper arrangements for securing economy, efficiency The resu!ts of our \{ﬂVI 'auqlt work and the key messages arising will be
and effectiveness in its use of resources". Detailed reported in our Audit Findings Report.

i 1 H H BlH . B etallel
The guidance confirmed the overall criterion as; "in al significant assessment: April Not yet due We will include our conclusion as part of our report on your financial

respects, the audited body had proper arrangements to ensure it

took properly informed decisions and deployed resources to 2017 statements.

achieve planned and sustainable outcomes for taxpayers and local

people".

The three sub criteria for assessment to be able to give a

conclusion overall are:

* Informed decision making

» Sustainable resource deployment

*  Working with partners and other third parties

Other areas of work

We have issued our LG financial health and governance review The Council is a case study in the Faster Close report as the earliest

and Faster Close report. Council in the country to prepare the accounts and receive an audit
opinion in 2015/16. Further information on the report is set out on page
16.

© 2016 Grant Thornton UK LLP. All rights reserved.
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Emerging issues

Brexat:W hathappens nextand
whatdoes 1tm ean foryou?

How is the Council responding to
Thepeopk of theUK havem ade adecision to lave the EU .W hathappens s wusere erilie EL

. L . L } : referendum?
next -and the m plcations forbusnesses and organisatons n theUK -1
less clear.

W ehave produced an analysis ofwhatw e know aboutthem echanicsof kaving the EU , ourassessm entof som e of the extemal factors thatm ay affect orgenisations over the

com hgm onthsand vears, and a sum m ary of the differentm odels for trading relationships outside the EU . This can be found on ourw ebsite and w e have attached copis to this
TepOort.

n thinking about the In pactorgenisationsw illw ant to consternotonly legaland regubtory changes butalso m arketreactions, consum erand bushess behaviburs, and thew der
politicaland econom i environm ent. The C ouncilw illhave a rok 1 both shaping its own regoonse and 1 helbhg organisations 1 the C iy regoond t© a changing environm ent.
W e can expect three broad phases of reaction to Brexit:

. hitalvohtilisy

e medim tem uncertanty and hsabilisy

. Iongertem transiton

The in pactof thisw illbe different for every organisation . Tn Joking at the threats and opportunites these phases create, and plnning how the C ouncilcan create and protect
valie, youm ayw ih to conster the short,m edim and Iong term in plications for isques Tke peopk and t@knt, strategic an bitons, financig, risk, operations and protecting
Tvestm ent.

W ebelizve that i the com hgw esks and m onths, dynam i orgenisationshave a criticalro ke to ply 1 hebing to shape the future of Britah .G rantThomton is kadihg a cam pain
whith explreshow we can build a vibranteconom y.Y ou can £ind outm ore here:htip o/ /vioranteconom v.co uk/

W ewoul welom e view son what the priorites should be forgovermm entand theUK to createanew econom y outside the EU .

© 2016 Grant Thornton UK LLP. All rights reserved.
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F nancyl susanabil
authorities: capial expend

A cocordng to theN A0 , Local
authorities h Engknd have

m aihtahed theroverall capial
Foendhg EBvels but face pressure o
m ectdebt servicihg costs and t©

m ahtain nvesm ent evels n their
existing assetbases.

Sihce 2010-11, bealauthoriteshave faced lesspressure on
theirresources to support capialexpenditire as com pared
to revenue. A though bcalauthorites’ revenue soendhng
powerfellby over25 percent h realterm s from 2010-11
t 2015-16,theNAO estin ates thatcapialgrants to
authoritiesm argnally hareased from 2010-11 to 2014-15,
Eexcldng education).

C apialgpending by authorites hareased bym ore than
five per centh real term s overallbetw ean 2010-11 and
2014-15,but thi suneven across baalauthoritesand
sarvice aress. A In osthalf of authorites reduced their
capialgoending. M ostserwice areas saw an harsase
capialgoend w ith the exogption of culture and kiure:
capialgoending fellby 22 percentoverall h thisarea.

© 2016 Grant Thornton UK LLP. All rights reserved.

iy of bcal

TheNAO sreport, published on 15 dine, found that
authorities face a grow g chalknge to continue bng-
term vestm enth theirexisting assets. Total oending
has ram ained sabk, but hareasingly capial activites are
focused on ‘hvestto save’ and grow th schem es that
cover their costs orhave potentialto delivera revenue
retum .M any areas of authorites’ assetm anagem ent
program m es do notm est these critera and arenow seen
asa bwerproriy.

The reportalko notes that beal authorites’ debt sarvichg
costshave grown as a proportion of revenue soending as
revenue resourceshave falkn . A quarterof shgke-terand
county counciknow spend the equivakntof 10 percent
orm ore of thelr revenue expenditure on debtsarvicing,
w ith m etropoliten district councilksbeing particularly
exposed.

Accordng to theNAO ,DCLG hasrightly focused on
revenue fsues h the 2015 Spending Review buth future
reviaw sw illnead to focusm ore on capial.The

D epartm ent is confdent from  its engagam entw ith
authorities that revenue pressures are thedrm ain concem,
howevertheN A0 ‘sanalysisdam onstrates that capial
costs exert sonificentand grow ng pressure on revenue
TesouTCES.

1ire and resourcng

National Audit Office

The full report is available at:

https://www.nao.org.uk/report/fina
ncial-sustainability-of-local-

authorities-capital-expenditure-
and-resourcing/
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The changng face of Comporate

Reportng

W e have established a gbbalnetwork
of public sectoraudiors and advisors
to share good practice and t provde
hifom ed solitons to the corporate
reporting challnges our clints face.

W ewere forimate to have the CEO ofthe TIRC goesk at
ourm ostrecentm esting. Tntegrated Reporting, < IR> , Ba
new goproach to corporate reporthg and tisbuidhng a
word-w de folow hg h both the public and priate
Sectors.

T the comm ercilsector, < IR> has Bd to in provan ents
1 bushess decison m akng, the understending of rigks
and opportunites asw ellas better co Teboratie thinkhg
by boards aboutgoak and targets..

<IR> Bbased on ntegrated thihkng thatresults ha
reportby an orgenisation about susanabk valie creation .
Ttraquires am ore cohesive and efficientaoproach t©
orgensational reportng thatdraw s on differentreporting
strands and com m uniates the fiullrange of factors that

m aterally affect the ability of an orgeniation to create
valie overtin e.

© 2016 Grant Thornton UK LLP. All rights reserved.

Bym oving the focusaway from only shorttem ,

backw ard Iookg, financilreporting, < IR> encourages
organisations to reporton abroader range ofm easures
that Ink their strategic obfctives to thelrperform ance.
The result s an overview of an organisation sactivites
and perform ance 1 am uch w der, m ore holistc, context.

* < IR> encourages orgenisations to considerwhether
there are any gaps 1 the nform ation that is cunently
avaitbk to than , 0 that htegrated thinking lbecom es
em bedded 1 m ahstream practice.

* < IR> sunderpined by the htemational< IR>
Fram ew ork published 1 D ecam ber2013.Ttis
princils-based, albw g orgenisations to inovate
and devebp theirreporting i the contextof their
own regulBtory fram ew ork, strategy, key drivers, goals
and obfctives.

* < IR> BoonsisEntw ith the Strategic Reports
required from UK com panis, the Perform ance
R eports thatgovernm entdepartm ents, agenciesand
N H S bodies produce and the devebpihgN anative
Reportihg 1 bcalgovermnm ent.

The TIRC has establiched a Public Sector Pionesr

N etw ork to constderwhy and how the public sectorcan

adopt< IR> ,w ith the end goalof in proving

trangparency and building trust. There s already a core of

UK organiatonsw ithn this.

<Integrated Reporting>

Further information is available

on the IIRC's website
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Accounting and audit issues

Code of Practice on Local Authority Accounting in the United Kingdom 2016/17

CIPFA/LASAAC has issued the Local Authority Accounting Code for 2016/17. The main changes to the Code include:

+ the new measurement requirements at depreciated replacement cost for the Highways Network Asset (HNA) and

+ the requirement for local authorities to report in the Comprehensive Income and Expenditure Statement on the same basis as they
are organised and report in the year (ie. no longer following SERCOP). This is accompanied by the introduction of a new Expenditure
and Funding Analysis which provides a reconciliation between the way local authorities budget and report during the year and the
Comprehensive Income and Expenditure Statement.

In respect of HNA, the Accounting Code requires local authorities to comply with the CIPFA Code of Practice on Transport Infrastructure
Assets issued in 2013. The Transport Infrastructure Code has been recently reissued as the Highways Network Asset Code (HNA Code).
Whilst no major changes have been identified in the new Code to the basis of the accounting set out in the previous Code of Practice on
Transport Infrastructure Assets, a small number of changes have been set out to clarify accounting for particular items.

The key challenge for local authorities is around the accuracy and completeness of supporting records for HNA inventory and condition at
1 April 2016 and effective arrangements for recording expenditure and other movements on HNA from that date.

© 2016 Grant Thornton UK LLP. All rights reserved. 11
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Accounting and audit issues

Flexible use of capital receipts

DCLG has issued a Direction and Statutory Guidance on the flexible use of capital receipts to fund the revenue costs of reform projects.
The direction applies from 1 April 2016 to 31 March 2019.

The Direction sets out that expenditure which 'is incurred by the Authorities that is designed to generate ongoing revenue savings in the
delivery of public services and/or transform service delivery to reduce costs and/or transform service delivery in a way that reduces costs
or demand for services in future years for any of the public sector delivery partners' can be treated as capital expenditure.

Capital receipts can only be used from the disposals received in the years in which the flexibility is offered rather than those received in
previous years.

Authorities must have regard to the Statutory Guidance when applying the Direction.

© 2016 Grant Thornton UK LLP. All rights reserved. 12
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W ebsite Relundh

W e have recently lunched ournew -bok w eosite.
O urnew hom epage hasbean optin is=d for

viaw g acrossm obik devices, reflecting the
hcreasing trend forhow people choose to access
hform ation onlhe.W ewanted to m ake teasier
to Jeam aboutusand the sarviceswe offer.

You can access the page usihg the Ink below —
http / /www grantthomton oo uk/ hdustries/public-
sector/

© 2016 Grant Thornton UK LLP. All rights reserved.

Fublic sector

Innovation in

public financial

management

Local government

How Shropshire Council
delivers services using

an LATC

» Read more

Vibrant places

Growing healthy
communities: Health
and Wellbeing Index

? Read mors

Lecal govermnment Local government
Local government Reforging local
webinar - Building a government
successful local auth

» Read more
> Read more

Local government

Understanding
the tax
implications of
creating an LATC,
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B etter Together:

Buildng a successful pntventure com pany

Localgovemm ent sevodvng as
boks forways to protect front-ne
sarvioes. These changes are pikhg
Up pace asm ore councilk htroduce
alemative delivery m odels to
generate additonal hcom e and
savigs.

Bettertogether' s the next report h our series bokig at
altemative deliverym odels and focuses on the key areas

to constderwhen deciding to setup a pihtventure V),
Settihg itup and m aking it successfil.

J shavebean 1 use form any years h bcalgovermm ent
and ram ah a com m on m eans of deliverng sarvices
differently. This report draw s on our research acrossa
range of V s to provide hgpirng deas from those that
havebesn a successand the Issons kamt from those
thathave encountered challnges.

© 2016 Grant Thornton UK LLP. All rights reserved.

K ey findings from the report:

* JVsconthue to be aviEbl option — W here theyhave
been successfii] they have supported counciks to
n prove service delivery, reduce costs, bring
Tivestin entand expertise and generate nocom e

* There is reason o be cautibus — O urregsarch found a
num berof V sbetw een public and private bodies had
m xed success  achisving outtom es for councils

* There sanew breed of JV sbetw emn public sector
bodis - These IV s can bem ore successfilatw orkhg
and saying together. There are an hcreasihg num ber
beihg setup betw een councilks and whoIy-owned
com m ercialauibsidares thatcan provide both the
comm ercialian required and the understanding of the
public sectorculure.

O urreport, Better T ogether: Buiding a successful pit
venture com pany, can be downbaded from ourw eosite:
htp //www grantthomton co uk/en/nsights/build

nhg-a-successiil-pintventure-com pany/

Grant Thornton reports M

° GrantThornton
An instinct for growth™

iR s G Wi e L G
Better tc gel her

Building a successful
joint venture company
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A dvancihg cbaure:
the benef

W ih new regultion brnghg forward
the required publshng date for
accounts bcalauthoritesm ust
consder the areas needed t© ’
accekrate fnancil reporting.

Tn February 2015, regulationsw ere i before parlam ent
confim g proposak to bring forward the datebywhich
Jbcalauthorty accountsm ustbe published h Englnd.
From 2017-18,authoritesw illnesd t publish thelr
audited fnanchlsatem entsby 31 July,wih W aks
gecking to folbw a sin ibargoproach over the next few
years.

M any bcalgovermnm entbodies are already experiencing
the benefits of advancing their financil reporting
processes and praparng theiraccounts eardy, hcliding:

© 2016 Grant Thornton UK LLP. All rights reserved.

Grant Thornton reports

s to bcalauthortes

raishg the profik of the finance fimction w ithin the
orgenisation and transform g tsrok from aback office
function to akey enablerof change and in provam ent
across the organisation ;

high qualityy fnancil satam entsas a resultof in proved

quality assurance anangam ents; o Grant Thornton
greater certanty over h-yearm onioring anengam entsand I
financiElouttum positon for the year, supporthgm em bers Advancing closure

tom akem ore hfom ed fnancildecisbns for the future;

n proved financialcontrols and accounting systam s,
resultng from m ore efficientand refined financial
processes; and

albw g finance officersm ore tin e to focus on forward
bokingm edim tem financilplnnig and

transform atbnalprofcts, to address future financal
chalkenges.

W hik there isno sendard setofactionsto achieve faster
cbse there are a num berof consistentkey factors across the
organsations successiilly delivering acoekrated clbssdown
of thefraccounts, which our reportexpbres n further
details:

Enabling sustainabl change requires comm itted leadershp
underpimed by a culure for success
http://www.grantthornton.co.uk/en

/insights/advancing-closure-the-
benefits-to-local-authorities/

E fficientand effective system sand processes are essential

Audiorsand otherextemal partiesnead t© e on board and
kept nform ed throughout
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