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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 isnot 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 ptior 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 Committee with a report on progress in delivering our responsibilities as your external auditors. The paper also
includes:

+ asummary of emerging national issues and developments that may be relevant to you; and

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

Members of the Audit Committee can find further useful material on our website www.grant-thornton.co.uk, where we have a section dedicated
to our work in the public sector. Here you can download copies of our publications.

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.

Alun Williams - Engagement Lead T 0117 3057797 M 07880 456143  alun.g.williams@uk.gt.com
Sue Hick - Audit Manager T 0117 3057872 M 07880 456133 sue.hick@uk.gt.com
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Progress at 19 June 2013

Work Planned date

2012-13 Audit Plan March 2013
We are required to issue an audit plan to the Council

setting out our proposed approach in order to give an

opinion on the Councils 2012-13 financial statements.

Interim accounts audit

Our interim fieldwork visit will include the following:

» updated review of the Council's control environment

» update understanding of financial systems

» review of Internal Audit reports on core financial
systems

» early work on emerging accounting issues

» early substantive testing

» proposed Value for Money conclusion.

March 2013

2012-13 final accounts audit July — August
Including: 2013

* audit of the 2012-13 financial statements;

*  Whole of Government Accounts (WGA) return; and

» proposed opinion on the Council 's accounts
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Complete? Comments

Yes Our 2012-13 Audit Plan is presented at this
Committee.
Yes Our interim accounts audit findings are reported in

our Audit Plan.

N/A Planning meetings have been held with the Council's
finance team and a timetable has been agreed for
the audit of the financial statements.



Progress at 19 June 2012

Work

Value for Money (VfM) conclusion

The scope of our work to inform the 2012/13 VFM
conclusion comprises of assessing whether the Council
has proper arrangements in place for:-

» securing financial resilience; and

+ challenging how it secures economy, efficiency and
effectiveness.
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Planned date

Initial risk
assessment —
January 2013

Detailed
assessment —
February/March
2013

Complete? Comments

Yes

Initial risk assessment completed. No specific risks
were identified that would result in separate pieces
of work being required.

Our detailed risk assessment is currently on-going.
Our findings will be reported back to the Audit
Committee.



Emerging issues and developments

Accounting and audit issues

Local government accounts timetable

The key dates in the local government accounts timetable are as follows:

* by 30 June - the responsible financial officer certifies the presentation of the draft statement of accounts
* by 30 September:

- the responsible financial officer recertifies the presentation of the final statement of accounts before members’ approval
- members approve the statement of accounts

- the statement of accounts is published, with the audit opinion, certificate and audit report if issued by the auditor.

The key dates for Whole of Government Accounts are:
* by 31 July - submission of unaudited WGA L-Pack by authority
* by 7 October - submission of audited WGA L-Pack by auditor

The Council's finance team are aware of the above accounts timetable.
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Emerging issues and developments

Grant Thornton

Local Government Governance report

In February, we published 'Local Government Governance Review 2013', our second annual review into local government governance.

The report is based on:

» survey responses from over 60 council senior officers and members on governance reporting and the supporting processes

* adesk top review of 2011/12 Annual Governance Statements and explanatory forewords for 153 councils, against our best practice
checklists based on the CIPFA/SOLACE framework and guidance notes.

Good governance is essential to both council leaders and the public. It supports leaders in making the best decisions, reduces the
likelihood of things going wrong and protects them when problems do occur. It inspires confidence in the public that the best decisions are
being taken for the right reasons, that the quality of service is protected and that public money is being wisely spent.

The key findings included:
one third of survey respondents do not consider that council accounts are aimed at the public and the length and technical complexity
makes them difficult to understand

* many council Annual Governance Statements follow too rigidly the example text in the CIPFA/SOLACE guidance, rather than reflecting
the unique features and challenges of their own organisation

» explanatory forewords are often far from ‘explanatory’, being hard to read and not aligned to councils’ strategic goals

* on-going governance processes and year-end statements are commonly two distinct exercises.

» there is often a lack of understanding within local authorities about what the governance framework is for and how it fits together

» although external alliances are becoming increasingly important in service delivery, 21% of survey respondents are not clear about
council roles and responsibilities when working in partnerships.

Challenge questions:
* Have you considered the findings of the report?
* What action do you plan to take to improve governance arrangements?

Grant Thornton can provide you with a bespoke, bench-marked governance review. If you have any queries on governance, talk to your
engagement manager to see how Grant Thornton could help.
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Emerging issues and developments

Local government guidance

Financial sustainability of local authorities

In January, the National Audit Office published 'Financial sustainability of local authorities'. The report examined central government’s
approach to local authority funding, and reviewed local authorities’ financial sustainability against a background of changes to their
funding. It has three parts:

* Funding local authority services - setting out the background to the current funding arrangements and the reduction in local authority
funding from the government’s 2010 spending review

* Local authority budget management - setting out how local authorities have responded to their reduced income

* Maintaining financial sustainability - covering the growing challenges to local authorities’ financial sustainability, managing financial risks
and opportunities, and the increasing need for central government to make informed decisions as financial and service pressures
increase.

Some of the key findings were:

so far, local authorities have absorbed reductions in central government funding but there is some evidence that services have been
reduced

local authorities may find it harder over the rest of the spending review period to absorb funding reductions and maintain services
local authorities’ ability to make savings while maintaining service levels depends on local circumstances

by reducing ring-fencing of its grants, central government aims to give local authorities greater spending flexibility

the government is making changes that create financial opportunities for local authorities but also increase their financial risks and
uncertainty, for example, the partial localisation of business rates and the arrangements for council tax benefit

the accountability framework for local government to address widespread financial failure is untested.

Challenge questions:

Has the authority reviewed this report?
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Emerging issues and developments

Local government guidance

Pay policy statements

The Secretary of State for Communities and Local Government has issued supplementary guidance on pay policy statements for 2012/13

which highlights:

* members should ensure that pay policy statements are set out clearly, that they fully address all of the requirements of the Localism Act
2011 and accompanying guidance, and are accessible.

 full Council should be given the opportunity to vote on salary packages of £100,000 or more. Those authorities who may not have
senior posts over £100,000 should seek to achieve the same degree of openness and accountability by adopting a lower threshold for
votes, appropriate to their local circumstances.

» full Council should also be given the opportunity to vote on severance payments over £100,000.

» where councils have directly elected mayors, they would involve the directly elected mayor and have regard to any proposals the mayor
may have before the statement is considered and approved.

Challenge questions:
* Have you considered how to improve the clarity and value of the information your authority is publishing?
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Emerging issues and developments

Local government guidance

Draft local audit bill

The Draft Local Audit Bill was published last year to enable consultation and pre-legislative scrutiny. In January, the Draft Local Audit Bill
ad hoc Committee published 'Pre-Legislative Scrutiny of the Draft Local Audit Bill'. The Committee concluded that a number of areas
required further examination — most significantly the independent appointment of auditors. The Government plans to introduce the new
regulatory regime in 2015/16.

The proposals include the following:

» The Financial Reporting Council will act as the overall regulator for auditors and the National Audit Office will set the code of audit
practice.

* From 1 April 2017, local government bodies will appoint their own auditors, in consultation with an independent auditor panel.

* |n addition to giving their opinion on the financial statements, auditors will continue to have wider responsibilities. These include
considering the arrangements for securing economy, efficiency and effectiveness in their use of resources and having the duty to report
in the public interest.

The draft bill is still to go through Parliament for approval.

Challenge questions:
* Have you considered how the proposed audit arrangements under the Draft Local Audit Bill will affect you?
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