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Executive summary

Purpose of this letter

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

work that we have carried out at Teignbridge District 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 

Scrutiny Committee  as those charged with governance in our Audit Findings 

Report on 14 September 2016. We also reported our Audit Findings Report to Full 

Council on 26 September 2016 as they are responsible for approving the accounts. 

.

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 (section two)

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

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

three).

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 28 

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 28 September 2016.

Certificate

We certified that we had completed the audit of the accounts of Teignbridge 

District Council in accordance with the requirements of the Code on 28 

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 Scrutiny Committee in  our Progress Update Report. 
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Working with the Council

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

established a positive and constructive relationship. Together we have delivered 

some great outcomes, including:

• An efficient audit 

• Sharing our insight – we provided regular Audit Scrutiny Committee updates 

covering best practice

• Thought leadership – we have made available to you on a timely basis our 

relevant publications  

• Supporting development – we have provided workshops and training for your 

staff

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

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 £1.386 

million which is 1.8% 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 set a lower level of specific materiality for certain areas such as members' 

allowances, senior officers' remuneration, auditors' remuneration and cash and 

cash equivalents. 

We set a lower threshold of £69,300, above which we reported errors to the Audit 

Scrutiny Committee in our Audit Findings Report as per the requirements of 

auditing standards.

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.
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Audit of  the accounts - Council

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

Valuation of property, plant and equipment
The Council revalues its assets on a rolling basis over a five 
year period. The Code requires that the Council ensures that  
the carrying value at the balance sheet date is not materially 
different from the current value. This represents a significant 
estimate by management in the financial statements.

As part of our audit work we carried out the following:

� Identification of the controls put in place by management to ensure that the valuation of property, plant and 
equipment is not materially misstated. Assessment of whether these controls were implemented as expected 
and whether they are sufficient to mitigate the risk of material misstatement.

� Review of management's processes and assumptions for the calculation of the estimate.

� Review of the competence, expertise and objectivity of any management experts used.

� Testing of revaluations made during the year to ensure they are input correctly into the Council's asset 
register

� Evaluation of the assumptions made by management for those assets not revalued during the year and how 
management has satisfied themselves that these are not materially different to current value.

� Discussions with the valuer about the basis on which the valuation is carried out and challenge of the key 
assumptions.

� Review and challenge of the information used by the valuer to ensure it is robust and consistent with our 
understanding

We did not identify any issues to report .

Valuation of pension fund net liability

The Council's pension fund asset and liability as reflected in its 
balance sheet represent significant estimates in the financial 
statements.

As part of our audit work we carried out the following:

� Identification of the controls put in place by management to ensure that the pension fund liability was not 
materially misstated. Assessment of whether these controls were implemented as expected and whether they 
are sufficient to mitigate the risk of material misstatement.

� Review of the competence, expertise and objectivity of the actuary who carried out the pension fund 
valuation.

� Review of the controls put in place by management to ensure pension fund liability is not materially misstated

� Review of the basis on which the valuation is carried out

� Procedures to confirm the reasonableness of the actuarial assumptions made

� Review of the consistency of the pension fund asset and liability and disclosures in the notes to the financial 
statements with the actuarial report.

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 (continued)

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

Strata Service Solutions

There is a risk that the external data used to incorporate the 
Strata Service Solutions Ltd accounts into the main accounts is 
incomplete or inaccurate.

As part of our audit work we carried out the following:

� Ensured that the Council's share of the Strata Accounts was accurately reflected in the Teignbridge DC 
accounts

� Ensured the disclosures under IFRS11 had been correctly applied for the consolidation of the Strata Accounts

� Obtained assurances from the auditors of Strata Service Solutions Limited

� Obtained signed and audited statements of Strata Service Solutions Limited

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

Audit opinion

We gave an unqualified opinion on the Council's accounts on 28 September 2016, 

in advance of the 30 September 2016 national deadline.

The Council made the accounts available for audit in line with the agreed 

timetable, and provided a good set of working papers to support them. The 

finance team responded promptly and efficiently to our queries during the course 

of the audit. The Monitoring Officer confirmed that the Council had prepared a 

legal guarantee dated 15 March 2016 for the pensions liability balance of Strata 

Service Solutions Limited appearing in its accounts.

Issues arising from the audit of the accounts

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

Council's Audit Scrutiny Committee on 14 September 2016. We identified the 

following issues during our audit that we have asked the Council's management to 

address for the next financial year: 

We identified that the impact of the outcome of appeals relating to GP surgeries 

was underestimated in the assessment of the increase to the 2015/16 Non 

Domestic Rates (NDR) appeal provision. The impact of this underestimation on 

the collection fund is £400k of which the Council's share is £160k. This has not 

been adjusted for in the 2015/16 financial statements but will be reflected in the 

2016/17 National Non Domestic Rates (NNDR) Returns.

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. 

The Annual Governance Statements was prepared in line with the relevant 

guidance and was consistent with  the supporting evidence provided by the 

Council and with our knowledge of the Council. 

The information set out in the Council's Narrative Report did not meet in full 

these new requirements, in particular the reporting of financial and non-

financial performance indicators relevant to the performance of the Council. We 

recommended that this is complied with in full in 2016/17.

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

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 the table 

overleaf.

As part of our Audit Findings report agreed with the Council in September 2016, 

we agreed a recommendation on Strategic Financial Planning to address our 

findings. 

Overall VfM conclusion

We are satisfied that in all significant respects the Council put in place proper 

arrangements to secure economy, efficiency and effectiveness in its use of 

resources for the year ending 31 March 2016. As a result we issued an unqualified 

opinion on the VFM conclusion.
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Value for Money 

Risk identified Work carried out Findings and conclusions

Strategic financial planning 
(sustainable resource 
deployment)

The Council's medium term revenue 
budget summary shows revenue 
support funding will be reduced to 
£1.642m (34%) in 2016/17, £0.950m 
in 2017/18 and £0.626m in 2018/19. 
However, whilst the New Homes 
Bonus and the rates baseline 
funding is forecast to increase over 
the same period resulting in small 
surpluses forecast  from 2016/17 –
2018/19 there is still uncertainty 
about these funding streams.

We reviewed the project 
management and risk assurance 
frameworks established by the 
Council to establish how it is 
identifying, monitoring, reporting 
and managing these risks.

This links to the Council's 
arrangements for planning 
finances effectively to support the 
sustainable delivery of strategic 
priorities and maintain statutory 
functions and managing assets 
effectively to support the delivery 
of strategic priorities.

We reviewed the Council's arrangements throughout the year for providing ongoing budget monitoring 
information to Members which include current year budgets and also future year forecasts. The 
Executive received three detailed monitoring reports during 2015/16 on 21 July, 29 September and 1 
December. The reports included details of the significant spend in 2015/16  on the purchase of Market 
Walk which is part of the Council's management of assets and planned investment to support the 
delivery of its strategic priorities. 

An updated revenue budget summary setting out a three year budget forecast was presented to 
Executive on 10 Feb 2016. This showed on overall reduction of 12.9% in spending power over the three 
years with the biggest reduction being 9.8% in 2018/19. At the same time general reserves were 
maintained at 9% of the budget or just over £1.5m. A detailed analysis of information relevant to the 
Council's financial planning and resource deployment was presented to support these figures with a 
conclusion that these budget proposals show how Teignbridge can manage the grant reductions and 
current funding regime by continuing to make savings and generate income. The overall three year 
forecast was not predicting any funding shortfalls (2016/17 - £98,010 shortfall, 2017/18 - £13,840 
surplus and 2017/18 - £3,290 surplus) but was reliant on using 100% of the new homes bonus funding 
(2016/17 - £3,848,190, 2017/18 - £3,603,610 and 2018/19 - £2,435,440). However, there is still 
uncertainty over the longer term new homes bonus changes (which is a key source of income) and the 
move to 100% business rates retention.

The Strategic and Corporate Risk review is kept under review by the Corporate Leadership team and 
reported to the Audit Scrutiny Committee twice a year in July and December. Strategic and Corporate 
risks are reviewed on a regular basis by the risk owner.  Reviews are completed on a regular basis and 
at an interval determined by the unmitigated risk status score. In July 2016 there were no strategic or 
corporate risks reported to the Audit Scrutiny Committee that were high risk with action needed.  
However, there were two new risks proposed:  Failure to deliver the Council Strategy: and Partnership 
Management.

The Council is increasingly delivering services through partnership working. One of the major reasons 
why partnership initiatives or projects fail to meet their objectives is the  mismanagement of risk. It has 
therefore developed a Partnership Risk Approach to help identify and manage these risks.

We concluded that the risk was sufficiently mitigated and the Council had proper arrangements to 
secure economy, efficiency and effectiveness in its use of resources for the year ending 31 March 
2016. 

Value for money risks
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Value for Money 

Risk identified Work carried out Findings and conclusions

Working in partnership

Through our review of Council 
agendas and minutes and through 
discussions with officers we are 
aware that the Council is involved 
in a range of different  partnerships 
covering devolution, economic 
growth and health and well being 
and ICT (Strata).
streams.

We reviewed what involvement the 
Council has had  in these various 
partnership arrangements and how 
these contribute to the delivery of its 
strategic priorities. 

This links to the Council's 
arrangements for working with 
partners and third parties to effectively 
deliver strategic priorities. 

The Council has been involved in a number of partnerships throughout the year ranging from a joint 
operation (Strata Service Solutions Limited) where ICT services are provided, to developing 
devolution proposals (Heart of the SW Devolution) Other working relationships with bodies that are at 
an early stage of development are the Greater Exeter/Greater Devon partnership, including integrated 
healthcare funding where the role of District Councils is considered as part of prevention and 
improvement of health and well-being, leisure and open spaces.

Strata – This organisation was first set up as a joint operation in 2014/15 with equal share of control 
between Teignbridge DC, East Devon DC and Exeter CC. The framework for the operation of Strata 
was established in the shareholder agreement. Strata has regular internal meetings of its board for 
performance reporting purposes. Each of the joint operators has a director and a Member who sits on 
this board. We have undertaken a detailed review of the Council's joint operation with Strata as part 
of our audit of the Financial Statements. There were no issues to report relating to the working 
arrangements in place. 

Devolution - The Leaders and the Chief Executives of the 19 authorities in Devon and Somerset have 
worked up a proposal for devolution. Following submission of the devolution prospectus in February 
2016 there has been a further meeting with the Government (May 2016) and the participating bodies 
are currently looking at governance arrangements for the development of a combined authority. At 
this stage of the process the participating Bodies are not required to take decisions on the detail of 
future service provision but rather to remain actively aware and involved in discussions.

The Greater Exeter/Greater Devon partnership with Exeter City and East Devon Councils provides 
the potential to drive economic growth in the sub-region. Established in November 2014 it aims to 
provide more joined up decision making around planning, housing and infrastructure and better use of 
resources such as ICT through a Visioning Board made up of the Councils' Leaders and Chief 
Executives. The Teignbridge Local Plan 2013-2033 (adopted 6 May 2014) sets out a set of policies, 
proposals and actions to meet the environmental, social and economic challenges facing the area 
over the next 20 years. With reduced Government funding and increased retention of business rates 
the Council needs to support businesses to attract new investment into the area to provide more and 
better quality, better paid jobs. Delivery of this local plan will involve working closely in partnership.

We concluded that the risk was sufficiently mitigated and the Council had proper arrangements to 
secure economy, efficiency and effectiveness in its use of resources for the year ending 31 March 
2016. 

Value for money risks



© 2016 Grant Thornton UK LLP  |  The Annual Audit Letter for  Teignbridge District Council |  October 2016 12

Working with the Council

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. Together we 

have delivered some great outcomes. 

An efficient audit 

We delivered the accounts audit two days before the deadline and in line 

with the timescale we agreed with you. Our audit team are knowledgeable 

and experienced in your financial accounts and systems. Our relationship 

with your finance team will help us to work together over the next couple 

of years towards bringing forward the reporting and audit of the accounts 

to meet the statutory deadlines. This should also help to ensure that your 

finance team are released earlier for other important work. 

Supporting development

During the year your officers attended workshops we provided  on: 

• Accounts Closedown 2015-16

• Building a successful local authority trading company

• Income generation 

• Advancing closure.

We also provided details of a member training programme on governance-

Supporting members in governance.

Sharing our insight 

We provided regular audit scrutiny committee updates throughout the year 

covering emerging national issues and developments that we thought would 

be relevant to you.  Areas we covered included, e.g.

• Improving efficiency of council tax collection

• Accounting and audit issues, eg IFRS13 'Fair value measurement'

• Care Act first-phase reforms and local government new burdens 

• Fighting fraud and Corruption Locally

• Unlodged non-domestic rate appeals

Thought leadership

We have  shared with you our publications on: 

• CFO Insights – driving performance improvement

• Knowing the Ropes – Audit Committee Effectiveness Review

• Making devolution work: A practical guide for local leaders

• Turning up the volume: Business Location Index

• Spreading their wings: Building a successful local authority trading 

company

• Better Together: Building a successful joint venture. We will continue to 

support you as you consider greater use of alternative delivery models for 

your services. 

• Your generation - Making decentralised energy happen

• Advancing closure – Transforming the financial reporting of local 

authority accounts

Other areas

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

financial year on other areas  informed through discussion with you and our 

wider local government sector insight.
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Appendix A: Reports issued and fees

Fees

Planned
£

Actual fees 
£

2014/15 fees 
£

Statutory audit of Council 48,363 48,363 64,484

Housing Benefit Grant Certification 5,478 TBC 10,000

Total fees (excluding VAT) 53,841 TBC 74,484

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

Fees for other services

Service Fees £

Audit related services

None agreed to date Nil

Non-audit services 

Investors in People Accreditation

8,355

The proposed fees for the year were in line with the scale fee set by Public Sector Audit 
Appointments Ltd (PSAA). The work on the Housing Benefit Grant certification is still in 
progress. We will confirm the final fee on this when it is completed.

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

Reports issued

Report Date issued

Audit Plan 16 March 2016

Audit Findings Report

- Audit Scrutiny Committee

- Full Council

Draft 7 September 2016

Updated 19 September 2016

Annual Audit Letter 25 October 2016
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