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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 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 

your business or any 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.

.
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Introduction

This paper provides the Audit Scrutiny Committee with a report on progress in delivering our responsibilities as your external auditors.  The 
paper also includes:

• a summary of emerging national issues and developments that may be relevant to you; and

• a number of challenge questions in respect of these emerging issues which the Committee may wish to consider.

If you would like further information on any items in this briefing, or would like to register with Grant Thornton to receive regular email updates 
on issues that are of interest to you, please contact either your Engagement Lead or Audit Manager.

Geraldine Daly     Engagement Lead   M 07500783992 geri.n.daly@uk.gt.com
Catherine Brown  Audit Manager         M 07880 456127       catherine.w.brown@uk.gt.com
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Position at 4 December  2014 

Work Planned date Complete Comments

2013-14 final accounts audit and VFM Conclusion
Including:

• audit of the 2013-14 financial statements

• detailed work to support the VFM conclusion 

• opinion on the Council's accounts

• Value for Money conclusion. 

September 
2014

Complete We reported the results of our work to 
the Council's Audit Scrutiny Committee 
on 18 September 2014 in our Audit 
Findings Report.

On 29 September 2014 the accounts 
were approved by Full Council and on 30 
September 2014 we issued an 
unqualified opinion on the Council's 
financial statements for the year ended 
31 March 2014 and an unqualified VFM 
Conclusion.

The results of our audit are summarised 
in our Annual Audit Letter, which we will 
present to the Audit Scrutiny Committee 
on 18 December 2014.

2014/15 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 2014/15 financial statements.

26 March 
2015

No Initial planning work will be undertaken to 
enable the audit plan to be presented at 
the March Audit Committee.

Interim accounts audit 
Our interim fieldwork visit includes:
• updating our review of the Council's control environment
• updating our understanding of financial systems
• review of Internal Audit reports on core financial systems
• early work on emerging accounting issues
• early substantive testing
• proposed work for the Value for Money conclusion. 

February/ 
March 2015

No Our initial review of the Council's 
control's and our early substantive 
testing will be undertaken in 
February/March 2015.
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Position at 4 December 2014 (continued)

Work Planned date Complete Comments

2014/15 final accounts audit
Including:

• audit of the 2014/15 financial statements

• proposed opinion on the Council's accounts

• proposed Value for Money conclusion. 

Summer 2015 No The audit of the 2014/15 financial statements 
will be undertaken in July and August 2015 
and reported to the September Audit 
Committee to meet  the 30 September 2015 
deadline.

Value for Money (VfM) conclusion
The scope of our work to inform the 2014/15 VfM conclusion 
comprises a review of whether the Council has:
• proper arrangements in place for securing financial  

resilience. The Council has robust systems and processes 
to manage effectively financial risks and opportunities, and to 
secure a stable financial position that enables it to continue 
to operate for the foreseeable future.

• proper arrangements for challenging how it secures 
economy, efficiency and effectiveness. The Council is 
prioritising its resources within tighter budgets, for example 
by achieving cost reductions and by improving efficiency and 
productivity.

February 
2015 to 
September 
2015

No A report on Value for Money was prepared as 
part of the 2013/14 audit (see attached).

An interim risk assessment will be made as 
part of the Audit planning in February/March 
2015.

The detailed work will continue through to 
September 2015, when we are required to 
give our VfM conclusion.

Other areas of work 
Certify the Council's WGA accounts

Grant claims and certification.
We anticipate that we will only be required to certify the Housing 
Benefit Subsidy Claim in 2014/15.
.

September 
2015

June 2015
November 
2015

No

No

Work will commence in September 2015

Work will commence in June 2015 and be 
completed in November 2015.
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Emerging Issues and Developments

Accounting and audit issues

Group accounting standards

The Code has adopted a new suite of standards for accounting for subsidiaries, associates and joint arrangements. These changes affect 
how local authorities account for services delivered through other entities and joint working with partners.

The key changes for 2014/15 are to:
• the definition of control over other entities. This is set out in IFRS 10 and determines which entities are treated as subsidiaries
• the accounting for joint arrangements. This now follow IFRS 11 and includes changes to the definition of joint ventures and how joint 

ventures are consolidated in group accounts
• disclosures in relation to subsidiaries, joint arrangements, associates and unconsolidated entities as set out in IFRS 12.

Changes to the definition of control over other ent ities
Control was previously defined in terms of power to govern the financial and operating policies of an entity. IFRS 10 sets out three 
elements for an investor to be considered as controlling an investee (all of which must be met):
• the investor has the rights to direct the relevant activities of the investee (relevant activities being the ones that determine the return for 

the investors – the return could be in the form of a service rather than money)
• the investor has exposure, or rights, to variable returns from its involvement with the investee
• the investor has the ability to use its power over the investee to affect the amount of the investor’s returns.

In the commercial sector, this is generally thought to have resulted in more entities being treated as subsidiaries. However, the change is 
in both directions: some subsidiaries have been redefined as associates.  Local authorities with investments in other entities will need to 
consider whether:
• they control any entities using the new definition. Local authorities will need to pay particular attention to special purpose vehicles and 

any other entities where there was a close judgement call under the old IAS 27
• there is a need for a prior period adjustment.
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Emerging Issues and Developments

Accounting and audit issues

Changes to accounting for joint arrangements

Joint arrangements are contractual arrangements between two or more parties where there is joint control. IFRS 11 makes three key 
changes from IAS 31:
• there are now only two types of joint arrangements: joint operations and joint ventures
• under IAS 31 joint ventures were legal entities. IFRS 11 bases its definition of joint ventures on the substance of the arrangement rather 

than legal status. In a joint operation the investing parties have rights and obligations in relation to the arrangement’s assets and 
liabilities, whereas in a joint venture the parties have rights to the arrangement’s net assets

• local authorities are still required to consolidate joint ventures in their group accounts but must now do so using the equity (single line) 
method. The option for proportionate (line-by-line) consolidation has been removed.

The key challenge for most local authorities will be determining whether their joint arrangements are joint ventures or joint operations. The 
difference should be clear from the contract but in some cases judgement may be required. Local authorities that have previously used the 
proportionate consolidation method will need to account for the move to equity accounting as a prior period adjustment.

Disclosure of interests in other entities
IFRS 12 makes consistent the requirements for disclosures in relation to subsidiaries, joint arrangements, associates and unconsolidated 
entities. It includes the need for transparency about the risks to which the reporting entity is exposed as a consequence of its investment in 
such arrangements.
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Emerging Issues and Developments

Accounting and audit issues

Early close

DCLG is consulting on proposals to bring forward the audit deadline for 2017/18 to the end of July 2018. Although July 2018 is almost 4 
years away, both local authorities and their auditors will have to make real changes in how they work to ensure they are 'match-fit' to
achieve this deadline. This will require leadership from members and senior management.  Local government accountants and their 
auditors should start working on this now.

Top tips for local authorities:
• make preparation of the draft accounts and your audit a priority, investing appropriate resources to make it happen
• make the year end as close to 'normal' as possible by carrying out key steps each and every month
• discuss potential issues openly with auditors as they arise throughout the year
• agree key milestones, deadlines and response times with your auditor
• agree exactly what working papers are required.
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Place Analytics – Understanding Growth

Invitation to a local Grant Thornton seminar

In a recent survey, chief executives and leaders were asked a simple question: what do you see as the future primary purpose of local 
government? 

72% answered "as a leader of place driving investment and stimulating economic regeneration."

This is simple to say, but difficult to define and very difficult to measure. 

With the drive to increase efficiency, improve service quality and enable collaboration between organisations, a better and shared 
understanding of people and places has never been more important. Yet the resources available to inform this understanding have never 
been more stretched. 

It is in this context that we have launched our new Place Analytics service. Incorporating all of the data and tools necessary to shape a 
comprehensive understanding of your place, and the people who live there, it puts at your fingertips a powerful Insight Engine that can 
be used to inform policy-making and decision-making.

We are holding two seminars in the South West – on 8 December 2014 in Taunton and on 15 December 2014 in Bristol – to demonstrate 
the value of Place Analytics. We will provide a comprehensive analysis of the South West, from economic, social and environmental 
perspectives and will also provide an assessment of performance on our High Growth Index – with an opportunity to discuss the findings 
and policy implications. 

We have sent invitations to all Chief Financial Officers and Heads of Economic Development.
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The National Fraud Initiative

Local government guidance

On 12 June 2014 the Audit Commission  released its national report, The National Fraud Initiative (NFI): National Repor t (June 2014)
highlighting that its data matching exercise has identified a further £229 million of fraud, overpayment or error in England, Scotland, Wales 
and Northern Ireland, since it last reported in May 2012. The Chairman of the Audit Commission, Jeremy Newman said;

"We publish a report from the NFI every two years and continue to produce great results. The national figure for identified fraud, error and 
overpayment, that would otherwise be lost to the taxpaying public, is down by £46 million compared to the previous report although the 
number of cases has increased by nearly 20 per cent. This is great news if, as we believe, it is due to improving detection rates. However, we 
cannot be complacent. The more participants in the exercise, the richer the data for everyone involved and the harder it is for fraudsters to 
hide from detection". 

The Audit Commission's National Fraud Initiative will move to the Cabinet Office in April 2015 to secure the continuation of the counter fraud 
data matching initiative which over its 18 year history has identified over £1.17 billion in fraud, error and overpayment .

A copy of the report for Teignbridge is attached as a separate item to this agenda. 



©  2014 Grant Thornton UK LLP | MDDC – Grant Thornton audit update 4 December 2014

© 2014 Grant Thornton UK LLP. All rights reserved. 

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

Grant Thornton is a member firm of Grant Thornton International Ltd 
(Grant Thornton International). References to 'Grant Thornton' are 
to the brand under which the Grant Thornton member firms operate 
and refer to one or more member firms, as the context requires. 
Grant Thornton International and the member firms are not a 
worldwide partnership. Services are delivered independently by 
member firms, which are not responsible for the services or activities 
of one another. Grant Thornton International does not provide 
services to clients. 

grant-thornton.co.uk


