Finance and Audit Scrutiny Committee

Tuesday 23 September 2014

A meeting of the above Committee will be held at the Town Hall, Royal Leamington Spa on
Tuesday 23 September 2014 at 6.00pm.

Membership:
Councillor Barrott (Chairman)
Councillor Mrs Bunker Councillor Pittarello
Councillor Dhillon Councillor Pratt
Councillor Mrs Knight Councillor Rhead
Councillor MacKay Councillor Mrs Syson
Councillor Mrs Mellor Councillor Williams

Emergency Procedure

At the commencement of the meeting, the Chairman will announce the emergency
procedure for the Town Hall.

Agenda
Part A - General Items
*1. Substitutes
To receive the name of any Councillor who is to act as a substitute, notice of which
has been given to the Chief Executive, together with the name of the Councillor for
whom they are acting.

*2. Declarations of Interest

Members to declare the existence and nature of interests in items on the agenda in
accordance with the adopted Code of Conduct.

Declarations should be entered on the form to be circulated with the attendance sheet
and declared during this item. However, the existence and nature of any interest
that subsequently becomes apparent during the course of the meeting must be
disclosed immediately. If the interest is not registered, Members must notify the
Monitoring Officer of the interest within 28 days.

Members are also reminded of the need to declare predetermination on any matter.

If Members are unsure about whether or not they have an interest, or about its
nature, they are strongly advised to seek advice from officers prior to the meeting.
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Part B — Audit Items
*3. Audit Findings Report from External Auditor
To consider a report from Finance (Item 3/Page 1)
Part C - Scrutiny Items
*4, Council Agenda - Wednesday 24 September 2014
To consider the Statement of Accounts 2013/14 report on the Council agenda.
You are requested to bring your copy of that agenda to this meeting

(circulated separately).

(*Denotes those items upon which decisions will be made under delegated powers,
as previously granted by Council)

Published 15 September 2014

General Enquiries: Please contact Warwick District Council, Riverside House, Milverton Hill,
Royal Leamington Spa, Warwickshire, CV32 5HZ.

Telephone: 01926 353362
Facsimile: 01926 456121
E-Mail: committee@warwickdc.gov.uk

Enquiries about specific reports: Please contact the officers named in the reports.

You can e-mail the members of the this Committee at
F&Ascrutinycommittee@warwickdc.gov.uk

Details of all the Council’'s committees, councillors and agenda papers are available via our
website www.warwickdc.gov.uk/committees

Please note that the majority of the meetings are held on the first floor at
the Town Hall. If you feel that this may restrict you attending this meeting,
please call (01926) 353362 prior to this meeting, so that we can assist you

and make any necessary arrangements to help you attend the meeting.

The agenda is also available in large print, on
request, prior to the meeting by calling 01926
353362.
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Finance & Audit Scrutiny Committee | Agenda Item No.
- 23 September 2014

Audit Findings Report from External

Auditor
For further information about this Mike Snow Tel 01926 456800
report please contact Marcus Miskinis Tel 01926 456804

Wards of the District directly affected | None

Is the report private and confidential | No
and not for publication by virtue of a
paragraph of schedule 12A of the
Local Government Act 1972, following
the Local Government (Access to
Information) (Variation) Order 2006?

Date and meeting when issue was
last considered and relevant minute

number

Background Papers Statement of Accounts issued with 24
September 2014 Council Agenda

Contrary to the policy framework: No

Contrary to the budgetary framework: No

Key Decision? No

Included within the Forward Plan? (If yes include reference No

number)

Equality & Sustainability Impact Assessment Undertaken N/A

Officer/Councillor Approval

Officer Approval Date Name

Chief Executive 11/9/2014 Chris Elliott
Head of Service 11/9/2014 Head of Finance
CMT 11/9/2014

Section 151 Officer 11/9/2014 Mike Snow
Monitoring Officer 11/9/2014 Andy Jones
Finance 11/9/2014 Accountants
Portfolio Holder(s) 11/9/2014 Stephen Cross

Consultation & Community Engagement

Insert details of any consultation undertaken or proposed to be undertaken with
regard to this report.

Final Decision? | Yes

Suggested next steps (if not final decision please set out below)
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1.1

2.1

2.2

3.1

3.2

3.3

4.1

4.2

5.1

5.2

SUMMARY

The Council’s external auditors, Grant Thornton, have now issued their Audit
Findings Report in respect of 2013/14, which is attached. Their audit of the
2013/14 Statement of Accounts is substantially complete, although some work
is being finalised; the auditors anticipate issuing an unqualified audit opinion.
The audited accounts are due to be agreed by full Council on 24 September,
following which they will be published ahead of the 30 September deadline.

RECOMMENDATION

That the Finance and Audit Scrutiny Committee note the 2013/14 Audit
Findings Report (Appendix A).

Approve the letter of representation (Appendix B), on behalf of the Council
before the District Auditor issues his opinion and conclusion.

REASONS FOR THE RECOMMENDATION

The Finance and Audit Scrutiny Committee, as the Council’s audit committee, is
expected to consider the Audit Findings Report. Under the International
Standard on Auditing 260, the Council’s External Auditors, Grant Thornton, are
required to report on their findings from the 2013/14 audit. This is included as
Appendix A. This report identifies the key issues that members should consider
before the auditors issue their opinion, conclusion and certificate.

Some changes were proposed to the original Statement of Accounts prepared in
June. All changes have been included within the Statement of Accounts due to
be approved by Council on 24 September.

The Council also needs to provide a Letter of Representation to the auditors
before they will issue their opinion.

POLICY FRAMEWORK

Policy Framework - By considering and scrutinising the report members are
acting in accordance with the priority of managing services openly, effectively
and efficiently.

Fit for the Future - This report has no direct impact on Fit for The Future as it
is a review of the past year’s performance.

BUDGETARY FRAMEWORK

The Audit Findings Report is a review of the financial performance of the year
2013/14 and has no direct impact on budgets. The changes to the accounts
arising from the Audit Findings Report do not have any effect on the Council’s
overall financial standing.

The planned cost of the audit was £70,597 as reported in May to the
Committee. Grant claims are estimated to cost £10,880 for which this work is
still on-going so a final figure cannot be given as yet. Actual fees have
increased by £900 compared to the audit plan. This is following approval by
the Audit Commission for all Local Government bodies that a fee variation was
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5.3

5.4

6.1

7.1

8.1

8.2

8.3

8.4

8.5

appropriate as a result of the extra work required on business rates following
the change in the accounting requirements.

The work on the objection to the accounts from a local resident is still on-going.
The cost of this work is not reflected in the original fee. The final fee will be
reported to members as part of the Annual Audit Letter when the audit is
completed.

A further report will be presented from Grant Thornton on the audit of the
Grant Claims.

RISKS

That objections to the accounts are upheld by the external auditor. Discussions
are currently ongoing with the external auditor to address the issues raised.

ALTERNATIVE OPTION(S) CONSIDERED
No alternatives have been considered.
BACKGROUND

The Statement of Accounts were duly prepared by the required date of 30 June
2014, and signed by the Responsible Financial Officer. These were
subsequently presented to the Finance and Audit Scrutiny Committee in July for
consideration. The audit of the accounts by Grant Thornton commenced in
August. Details of the Audit Plan were presented to the Committee May.

The main issue arising from the Audit Findings Report is the auditor’s
anticipation of issuing an unqualified opinion on the 2013/14 Accounts. Whilst
there are some changes proposed to the unaudited Accounts that members
considered in July, these are not believed to be significant and not untypical for
any local authority given the complexity of the accounting requirements.

The main changes proposed to the accounts are detailed on page 14 of the
report entitled “"Adjusted Misstatements” and “Misclassifications & disclosure
changes” on page 15. All of these changes only affect the details within the
notes to the accounts. These changes were:-

£614k wrongly included as revaluations and not de-recognition within the notes
to the accounts and cashflow statement. The figures within the balance sheet
and cashflow statement were not affected.

Presentation and disclosure. These mainly included a small nhumber of
improvements for clarity.

Overall the audit has gone well, with the auditors being very pleased with the
standard of the supporting working papers and responses from officers.

The Audit Findings Report also includes details of the Value For Money
Conclusion for 2013/14. The report states that the Council has proper
arrangements to secure economy, efficiency and effectiveness in the use of
resources.

An objection to the accounts has been made by a local elector in relation to the
granting of leases on land adjacent to the racecourse. This is currently being
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8.6

8.7

considered by the auditors. This is delaying the formal conclusion of the audit
and the issue of an audit certificate.

This year there have been more requests from the public to inspect the
accounts and supporting documents. This has presented more work for the
Accountants in responding to these requests. Consideration is being given to
how it may be possible to streamline the public’s right to inspect the accounts
ahead of the inspection period for the 2014/15 accounts next Summer.

The Council’s previous external auditors, the Audit Commission, issued an

Annual Governance Report on the conclusion of the audit. This Audit Findings
report replaces that report.

Item 3/ Page 4



° Grant Thornton

The AuditF ndngs
forwW amw 1k D sact Council

Year ended 31 March 2014
September 2014

John Gregory
Engagement Lead

T 01212325333

E john.gregory@uk.gt.com

Helen Lillington

Audit Manager

T 01212325312

E helen.m.lillington@uk.gt.com
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The contents of this report rehte only to those m atterswhich cam e to our
attention during the conduct of our nom alaudiprocedureswhich are
designed prin arily forthe pumose of expressing our opinion on the financial
statem ents. O ur audit isnot designed to test all ntemal controls or dentify all
areas of controlw eakness. H ow ever, w here, as part of ourtesting, we dentify
any controlw eaknesses, w e w ill report these to you. In consequence, ourw ork
cannot be relied upon to disclse defalcations or other megu larites, or to
hclide allpossbe in provem ents I htemalcontrolthat am ore extensive
Joecilexam nation m ht dentify.

W e do not accept any responsbility for any Joss occasioned to any thid party
acting, or refraining from acting on the basis of the content of this report, as
this report w as not prepared for, nor intended for, any other purpose.
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03. Value for Money

04. Fees, non audit services and independence

05. Communication of audit matters

© 2014 Grant Thornton UK LLP | Audit Findings Report | September 2014



Executive summary

E xecutive sum m ary

Purpose of this report

This report high lights the key m atters arising from ouraudit of W arw ick D istrict
Councils (the Council) financial statem ents forthe yearended 31 M arch 2014.Tt
Isalso used o reportouraudit findings to m anagem ent and those charged w ith
govemance I accordance w ith the requiram ents of Intemational Standard on
Auditng 260 (ISA).

Underthe AuditComm ission $Code of Audit P ractice we are required to report
whether, n ouropnion, the Councils financial statem ents present a true and fair
view ofthe financialposiion, s expendiiire and incom e forthe yearand w hether
they have been properly prepared 1 accordance w th the CIPFA Code of Practice
on Local A uthority A coounting.W e are also required to reach a form alconclusion
on whetherthe Councilhasput h plce proper arrangam ents to secure econom vy,
efficiency and effectiveness n tsuse of resources the Valie forM oney
oconclisn).

Introduction
In the conduct of ourauditwe have nothad to alter or change ourpknned audi
goproach, which we com m unicated to you Ih ourAudiP ln dated 7M ay 2014.

O uraudit is substantially com pkte although we are finalisihg ourwork In the

folow Ing areas:

* rview of rehted parties, operating segm ents, provisions and the expanatory
foreword

* rview ofoutstanding evidence for revenues and em plyee ram uneration
substantive testing

* com pkton ofthe nial sam pling on the housing benefit certification chin

* reviw ofthe fnalversion of the financilstatem ents

*  obtahigand review hg the finalm anagem ent Eterof representation

* reviw of fnalversion ofthe AnnualG ovemance Statem ent,
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* ypdatng ourpostbabnece shest events review , to the date of signing the
opihin,and

*  compktion ofourwork on theW hok ofG overnm ent A coounts W G A)
retum.

W e received draft financial statem ents and acoom panying w orking papers at the
sartof ouraudis, i accordance w ih the agreed tin etab k.

Key issues arising from our audit

F inancialstatem ents opinion
W e anticiate providing an unqualified opiion on the financial statem ents.

W e requested m anagem ent to m ake a num berof adjistm entsto In prove the
presentation of the acoounts which are setout 1 section 2. M anagem ent agreed
to m ake allthe changes requested by us and therefore there are no unad jisted
erorsto report.N one of these ad jistm ents affected the G eneral Fund Baknce.

The keym essages arising from ouraudit of the Councils fnancial statem ents

are:

* The dmaft acoounts presented forauditwere of a good qualty, as 1 previous
years.

* W orking papers provided w ere fit forpurposse, w ih officers responding
prom ptly to audi queres. This could be furtherenhanced by ensuring allkey
saff are avaiblb ke during the audi visit.

* W ehave discussed w ith officersthe overall ength of the accounts and
num bers of discbsuresm ade w thi them . The disclbsure checklist
produced by CIPFA now clkarly gives councils the opportuniy to not
disclose certain iem s fthey are Inm aterigl to the acoounts. W e are happy
t© work w th officers to achive am ore stream Ined sst of acoounts i future

years.

Furtherdetails are set out In section 2 of this report.



Executive summary

Value form oney conclusion

W e are pleased to reportthat, based on ourreviaw ofthe Councils arrangem ents
1 secure econom vy, efficiency and effectiveness n isuse of resources, w e propose
© give an unqualified VFM conclusion.

Furtherdetailof ourwork on V alue forM oney is sstout 1 section 3 ofthis
EpOort.

O bgction to the accounts

A bcalekctorhasm ade an ob#ction to the accounts n reltbon to the granting of
Taseson nd adjcent to the racecourse. W e are currently considering the issues
raised.

W e have been m ade aw are by a num ber of bcalekctors of difficuties they have
encounterad I seeking to exercise thelr satutory rights to nspect the acocounts
and supportng records. The Evelof such requests hereased significantly this year
and the Councilw illneed to ensure that ithas goproprite arangam ents h place
1 prevent a reoccurrence n future years.

Controls

The Councilsm anagam ent is regoonsb ke for the dentification, assessn ent,

m anagam ent and m onitoring of risk, and fordevebpig, operating and m ontorng
the system of mtemalcontrol

O uraudit isnotdesigned to test all ntemal controls or dentify allareas of control
weakness. H owever, where, as part of ourtesting, w e dentify any control
weaknesses, we reportthese to the Council.

O urw ork has not dentified any controlw esknesses which we w ish to highlight for
your attention.

Furtherdetails are provided w thin section 2 of this report.
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The way forward

M atters arising from the financial statem ents auditand review ofthe Councils
armangam ents for securing econom y, efficiency and effectiveness n tsuse of
resources have been discussed w ith the H ead ofF hance and the finance team .

Acknowledgment

W ewould ke to take this opporuniy t record our gopreciation forthe assisance
provided by the finance team and other staff during our audit.

Grant Thornton UK LLP
September 2014
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Audit findings

Audi fmdngs

In this section w e present our findings I respect ofm atters and risks Hentified at
the plannng stage of the audi and additonalm atters that arose during the course
ofourwork.W e sstouton the folow g pages the w ork we have perform ed and
findings arisng from ourwork 1 respect of the audit riskswe Hentified 1 our
auditplhn, presented to the AudtComm itee on 7M ay 2014. W e also sstoutthe
adjistm ents to the financil statem ents arising from our auditw ork and our
findings n respect of ntemal controls.

Changes to Audit Plan

W e have notm ade any changes to ourAudiP ln aspreviusly com m unicaed to
youon 7M ay 2014.

Audit opinion
W e anticiate that we w llprovide the Councilw ih an unm odified opinion.
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Audit findings
Audi findngs aganst sgnificant risks
"Significant risks often ehte o significant non-routhne transactions and jidgm entalm atters.N on-routine transactions are transactions that are unusual, ether due to size

ornature, and that therefore occur nfrequently. Judgm entalm attersm ay nclide the develbpm ent of accounting estim ates forwhich there is significantm easurem ent
uncertainty" (ISA 315).

In this section we detailour response t the significant risksofm aterialm isstatem ent which we dentified h the AuditPln. A swenoted h ourpkn, there are two
presum ed significant riskswhich are goplicabke to allaudits under auditng sandards.

Risks identified in our audit plan Work completed Assurance gained and issues arising

1. Improper revenue recognition e review and testing of revenue recognition policies Our audit work has not identified any issues in respect

Under ISA 240 there is a presumed risk that revenue | © testing of material revenue streams of revenue recognition.

may be misstated due to improper recognition

2, Management override of controls ® review of accounting estimates, judgements and Our audit work has not identified any evidence of
decisions made by management management override of controls. In particular the
findings of our review of journal controls and testing of

) o ) journal entries has not identified any significant
e review of unusual significant transactions issues.

Under ISA 240 there is a presumed risk of
management over-ride of controls e testing of journal entries

We set out later in this section of the report our work
and findings on key accounting estimates and
judgments.
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Audit findings

Audi findings aganstother risks

In this section we detailour response 1 the other risks ofm ateralm isstatem entwhich we dentified 1 the AudiP lan. Recom m endations, togetherw ih m anagem ent

regoonses, are atached at Appendix A .

Transaction cycle Description of risk

Operating expenses Creditors understated or not
recorded in the correct period.
(Completeness)

Reasonably Possible Risk
(RPR)

Employee remuneration Employee remuneration
accrual understated.
(Completeness)

RPR

© 2014 Grant Thornton UK LLP | Audit Findings Report | September 2014

Work completed

We have undertaken the following work in relation to
this risk:

Conducted a walkthrough of the key controls for
this system,

Reviewed the monthly trend analysis of payments,

Performed cut off testing of purchase orders and
goods received notes (both before and after year
end),

Reviewed the completeness of the reconciliations
to the purchasing system, and

Tested a sample of operating expenses and
creditors.

We have undertaken the following work in relation to
this risk:

Conducted a walkthrough of the key controls for
this system,

Reviewed the completeness of the reconciliations
of information from the payroll system to the
general ledger and financial statements,

Performed cut off testing of payments made in
April and May to ensure payroll expenditure is
recorded in the correct year,

Reviewed the monthly trend analysis of total
payroll, and

Tested a sample of employee remuneration
payments.

Assurance gained & issues arising

Our audit work has not identified any significant issues in
relation to the risk identified.

Our audit work has not identified any significant issues in
relation to the risk identified.

10



Audit findings

Transaction cycle Description of risk

Welfare Expenditure Welfare benefit expenditure
improperly computed

(Valuation Gross)

RPR

Revenue transactions not
recorded (Completeness)

Housing Rent Revenue
Account

RPR

The introduction of the new
arrangements for Business
Rates presents a risk to the
Council. The key changes for
the accounts will be ensuring
the correct accounting
treatment is followed in
preparing the accounts and
the calculation of the
provision for rating appeals.

Business Rates

Non- RPR
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Work completed

We have undertaken the following work in relation to
this risk:

» Conducted a walkthrough of the key controls for this
system, and

+ A sample of expenditure was tested to ensure
compliance with the Local Council Tax Scheme
requirements, and

» Completion of the Audit Commission Housing
Benefit HB Count methodology.

We have undertaken the following work in relation to
this risk:

e Conducted a walkthrough of the key controls for this
system, and

e Completed various analytical procedures, and

e Sample tested items to ensure they have been
accurately accounted for and in the correct period.

We have undertaken the following work in relation to the
risk:

*  We have discussed with officers the implications of
the introduction of the new scheme, and

» Completed substantive tests to confirm that the

authority's accounting treatment is compliant with the

CIPFA Local Authority accounting guidance, and

» Reviewed the basis for the calculation of the provision
and discussed with management the rationale for the

accounting estimate used.

Assurance gained & issues arising

Our audit work to date has not identified any
significant issues in relation to the risk identified.

Work is still in progress in relation to the detailed
housing benefit testing workbooks.

Our audit work has not identified any significant
issues in relation to the risk identified.

Our audit work has not identified any significant
issues in relation to the risk identified.

1



Audit findings

A coounting polickes, estim ates & dgam ents

In this section we report on our consideration of accounting policks, I partcular revenue recognition policies, and key estin ates and jidgem entsm ade and inclided w ih the Councils
financial statem ents.

Accounting
area

Revenue
recognition

Judgements
and estimates

Assessment

@® Marginal accounting policy which could potentially attract attention from regulators
@ Accounting policy appropriate and disclosures sufficient

Summary of policy

Revenue from the provision of
services is recognised when the
Council can measure reliably the
percentage of completion of the
transaction and it is probable that
economic benefits or service
potential associated with the

transaction will flow to the Council.

Key estimates and judgements
include:

e Future levels of funding for
Local Government,

e Useful life of assets,
* Provisions,
* Pensions liability, and

e Collection rate of arrears.

© 2014 Grant Thornton UK LLP | Audit Findings Report | September 2014

Comments Assessment

e The Council's policy is appropriate and consistent with the relevant accounting
framework — the Local Government Code of Accounting Practice

® Minimal judgement is involved Accounting policy appropriate and

e The accounting policy is properly disclosed disclosures sufficient

We have considered:
» Appropriateness of the policy under relevant accounting framework

- Extent of judgement involved Account'ing policy approlpriate and
» Potential financial statement impact of different assumptions, and disclosures sufficient

» Adequacy of disclosure of the accounting policy.

Our review of key estimates and judgements has not highlighted any issues which
we wish to bring to your attention.

Accounting policy appropriate but scope for improved disclosure

12



A coounting polickes, estm ates &  idgem ents contnued

Accounting

area Summary of policy Comments

Other e We have reviewed the °
accounting Council's policies against the
policies requirements of the CIPFA °
Code and accounting
standards.

Assessment

@® Marginal accounting policy which could potentially attract attention from regulators

® Accounting policy appreopriate and disclosures sufficient

© 2014 Grant Thornton UK LLP | Audit Findings Report | September 2014

We have reviewed the accounting polices and these are generally in line with
expectations.

The accounting policy for heritage assets states that these assets should be
revalued every 5 years. A valuation was due in 2013/14 however this has not
been commissioned until 2014/15. We have had correspondence with the
newly appointed valuer and taken assurance from his expert view that the
value of these assets would not be materially different from that held in the
balance sheet at year end.

The valuation policy for tangible assets is not in strict compliance with the
revised IAS16 for LG bodies, which specifies that all assets within a category
are revalued within a short period. Officers have completed an exercise to
demonstrate that the impact of this does not have a material impact on the
carrying value of the assets at the year end.

The Annual Governance Statement is required to include a specific statement
on whether the authority’s financial management arrangements conform with
the governance requirements of the CIPFA Statement on the Role of the Chief
Financial Officers in Local Governments (2010) as set out in the Application
Note to Delivering Good Governance in Local Government: Framework. This
has been omitted from the Statement. Officers have agreed to undertake a
compliance review against these requirements to enable the statement to be
included in future years.

Assessment

Accounting policy appropriate but
scope for improved disclosure

Accounting policy appropriate but scope for improved disclosure

13



Audit findings

Adpsted m Isstatem ents

A num ber of adism entsto the draft financial statem ents have been dentified during the audit process.W e are required to report allm isstatam ents to those charged w th govemance,
w hether ornot the financial statem ents have been adjisted by m anagem ent. The @bk belbbw sum m arises the ad jistm ents arisihg from  the audiw hich have been processed by

m anagem ent.

Impact of adjusted misstatements
A lladjisted m isstatem ents are sstoutbebw albng w ih the in pact on the prin ary statem ents and the reported financilposiion.

£ 614k had been ncorrectly hclided wthin N ote 12 asa Thishas In pacts on note 12 and also the cgpial financihg notes, H RA notes and the
revaluation, when i should have been clided asa de- cash fbw statem ent.

recogniton.This rehtes to the valuation of the assetsheld for

sk in 12/13 and subsequently soX in 13/14 and therefore

not recognised w thin councildw ellings —butw thin assets

hed forsak.

© 2014 Grant Thornton UK LLP | Audit Findings Report | September 2014
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Audit findings

M Ischssifications & disclosure changes

The tabk bebw provides details of m ischssification and discbsure changes dentified during the audiwhich have been m ade 1 the finalsst of financizl statem ents.

P resentation and V arbbus
discbsure

© 2014 Grant Thornton UK LLP | Audit Findings Report | September 2014

O urreviw ofthe accounts highlighted a an allnum berof in provem ents that w ere required to bem ade to the
accounts. N one of these w ere ndvidually significant and they have been m ade to in prove the final
presentation and aid chrty forthe reader. E xam pls of the types of eors are hcluded below ;

* Note5HRA Sunm ary ofCapialE xpendiure and Funding Souraes. The note w thin the draft accounts
had notbeen updated to hclide the current yeardata.

* Note29 Am ountsReported forResource A lbcation D ecisions — Inconsistency on prioryear figure
Hdentified 1 the reconciliation,

* Note 34 G rant Incom e — Incorrect descriptorusad forH om ekessness P revention G rant of £ 85k,

* Balnce Sheet — Reference note forC gpial G rants and C ontrbutionsw as ncorrect,

* A coounting policies — A num ber of accounting policies contaihed detaiked supporting fom ation which
should be ncluded i other supporting notes rather than the accounting policies them selves.

15



Audit findings

O ther com m unication requiram ents

W e sstoutbebw details of otherm atterswhich we are required by auditing standards to com m unicate to those charged w ith govemance.

Issue Commentary
1. Matters in relation to fraud e We have not been made aware of any incidents in the period and no other issues have been identified during the course of our audit.
2. Matters in relation to laws and e We are not aware of any significant incidences of non-compliance with relevant laws and regulations.
regulations
3. Written representations e A letter of representation has been requested from the Council.
4, Disclosures e Our review found no material omissions in the financial statements
5. Matters in relation to related e We are not aware of any related party transactions which have not been disclosed
parties
6. Going concern e Our work has not identified any reason to challenge the Council's decision to prepare the financial statements on a going concern
basis.

© 2014 Grant Thornton UK LLP | Audit Findings Report | September 2014
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Value for Money

Value forM oney

Value for Money conclusion

The Code ofAuditPractioe 2010 (the C ode) descrbes the Councils
resoonsbilifes to put h plce proper arangam entsto:

* secure econom vy, efficiency and effectiveness n suse of resources

*  ensureproper stew ardshp and govemance

* mview regubrly the adequacy and effectiveness of these arrangam ents.

W e are required to give ourV M conclusion based on the folbw g two crieria
Foecified by the Audit Comm ission which supportour reporting regoonsibilites
underthe Code:

* The Councilhasproperarmangem ents in place forsecuring financial
resilience. The Councilhas robust system s and processes to m anage effectively
financial risks and opportunites, and t secure a sabk fnancialpositon that
enables tto contiue to operate forthe foressedbe future.

* The Councilhasproperarmangem ents forchallenging how it secures
econom vy, efficiency and effectiveness. The Council is prioribsng is
resourcesw thn tighterbudgets, forexam pk by achieving cost reductions and
by In proving efficiency and productiviy.

Key findings

Securing financial resilience

W e have undertaken a review which considered the Councils arrangem ents against
the folow g three expected characteristics of proper arrangem ents as defined by
the AuditComm ission:

* Fihancihlgovemancs;

* Fhanchlphlnnig;and
* Fhancihloontrol

© 2014 Grant Thornton UK LLP | Audit Findings Report | September 2014

The Council, kem any others nationally, continues to face chalknges n how to
babnce tsbudget. T he revenue outtum position for2013/14 show sthatthe
budget hasbeen achieved w ith a reported overallsurplisof £ 476k which
represents 2 9% ofnetexpendiure. Thisoverallposition doeshoweverm ask
an underspend of £ 3008m againstnet cost of services, w ith underspendsbeng
reported 1 aln ostall services. In additon to underspends on revenue, the
Councilalso reported a capialunderspend of£2 237m againstabudgetof
£12399m ,which represents 18% . A s forrevenue, these underspends are across
a range ofpro gcts, w ih rmasons forthe varations clkearly understood by

m em bers, and adequately reported to m em bers. O fficershave already dentified
these variations as a potentialw ezkness n both budget setiing and m onioring,
and a review of these procedures is currently underw ay.

FifortheFuture FFF) ram aihsthe keym echanian forhelping the Council
achieve the kvelof savings trequires aspartofthem edim term financialpkn.
For2013/14 atarget velof savings of £407k was set, of which £ 363k hasbeen
achi®ved. Thisisan underach®evam ent of £ 44k, which represents 11% ofthe
orghaltarget. Thisunderachvem ent of savings isnot consdered significant n
the shortto m edium tem , particularly given the vel of underspendsm ade
elsswhere 1 the budget during 2014/15. Tt ishowever an n portant rem inder
that n the bngerterm the financial settlem ent is Tkely t m ean m ore difficut
decisions are required to baknce the budget and ensure the susanabiliy of the
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Value for Money

Ourreview of financialgovemance aks usto consder a range of hdicators, Overall VFM conclusion

one ofwhith isthe num berofpending kgalcasss orany on-going O n the basis of ourw ork, and having regard to the guidance on the specified crireria
requltory procsedings. O urattention hasbeen drawn to two lgalissues published by the Audi Comm ission, we are satisfied that 1 all significant respects
which are yet to be resolved. O ne is n reltion to the granting of kases on the Councilput 1 place properarangem ents to secure econom v, efficiency and
theW amw ick Race Course site, the other is n rebtion to the pursuitof effectiveness 1 s use of resources forthe yearending 31 M arch 2014.

outstanding housing benefit debt. A sboth of these cases are n progress, the
fullcosts relating to these cases isnot known, how ever through our
discussion w ih officerswe do not consderthese costsm aterial to our
overallconclusion.

W e also considerexecutive and m en berengagem ent as part of the financil
govemance of the authoriy. W hike we have no significant concems around
the processes h place forthe receipt and ivestigation of com paintsm ade
against officers and m em bers, i isworth notihg the high Ivelof sandards
activiy durihg 2013/14. A reviw ofthe og of com plits show sthat there
were 19 com phints recorded and reso ved during the period, from our
experience of other sin ibrauthorites this isunusual.

Challenging econom vy, efficiency and effectiveness

W e have review ed w hetherthe C ouncilhas prioritised its resources to take
account of the tighter constraints i is required to operate w thin.

The Councilcontinues to be effective In reducing costswhikem antaining
services. The FFF program m e is designed to dentify efficiencies, cost
savihgs and ncom e generation options. This is typified by the Lean Systam s
goproach where activities that do not add value, ether ntemally orto the
custom er, are elin nated.A swe have comm ented I previous yearsFEFE
provides robust challenge to the currentw ays ofw orking, seeking to
generate efficiency savingsw thout com prom ising service qualty, this

rem ainsunchanged.
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Fees, non audit services and independence

Fees, non audit services and hdependence

W e confimn belbw our final fees charged forthe audi.

Fees
Per Audit plan Actual fees
£ £
Council audit* 70,597 71,497
Grant certification 10,880 TBC
Fee for dealing with Local 0 TBC
Government Objection
Total audit fees 81,477 TBC

* A ctual feeshave ncreased by £ 900 com pared to the
auditpln. This is folow g goprovalby the Audit
Comm ission forallLocalG overmm entbodisthat a fee
variation w as gopropriate as a resul of the extra w ork
required on bushess rates folow ng the change 1 the
accounting requirem ents.

A sprevibuslym entioned w e have also received an

ob #ction to the accounts from a bcal resident. The
work required forus to discharge our statutory duties is
not nclided w thi the scak fee and therefore the costs
associated w ih thisw ork w illbe charged to the Council.
W e w illkesp officers nfom ed of progressand the
Ikely costs associated w ith thiswork.

W e w il report the finalaudi fee to the Councilin our
AnnualAudi Letter, w ih the final certification fee
being reported as part of the grant certification report.

© 2014 Grant Thornton UK LLP | Audit Findings Report | September 2014

Fees for other services
Service Fees £

Appraisal of options for Kenilworth Public Service Centre (Tax advisory) 6,000

Independence and ethics

W e confim that there are no significant facts orm atters that In pact on our Indgpendence as audiors
that we are required orw ish to draw to yourattention.W e have com plied w ih the A uditng P ractices
Board 5E thical Standards and therefore we confim that we are hdependent and are abke t© express an
ob®ctive opiion on the financial statam ents.

W e confim thatwe have I plm ented policies and procedures to m est the requiram ents of the
Auditng P ractices Board S E thical Standards.
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Communication of audit matters

Comm unication of auditm atters to those charged w 1h govemanace

International Standard on Auditing (ISA) 260, as well as other ISAs, prescribe matters
which we are required to communicate with those charged with governance, and which
we set out in the table opposite.

The Audit Plan outlined our audit strategy and plan to deliver the audit, while this Audit

Findings report presents the key issues and other matters arising from the audit, together

with an explanation as to how these have been resolved.

Respective responsibilities

The Audit Findings Report has been prepared in the context of the Statement of
Responsibilities of Auditors and Audited Bodies issued by the Audit Commission

( )-

We have been appointed as the Council's independent external auditors by the Audit
Commission, the body responsible for appointing external auditors to local public bodies
in England. As external auditors, we have a broad remit covering finance and
governance matters.

Our annual work programme is set in accordance with the Code of Audit Practice ('the
Code') issued by the Audit Commission and includes nationally prescribed and locally
determined work. Our work considers the Council's key risks when reaching our
conclusions under the Code.

It is the responsibility of the Council to ensure that proper arrangements are in place for
the conduct of its business, and that public money is safeguarded and properly
accounted for. We have considered how the Council is fulfilling these responsibilities.

© 2014 Grant Thornton UK LLP | Audit Findings Report | September 2014

Audit

Our communication plan Plan

Respective responsibilities of auditor and management/those
charged with governance

Overview of the planned scope and timing of the audit. Form, timing
and expected general content of communications

Views about the qualitative aspects of the entity's accounting and
financial reporting practices, significant matters and issues arising
during the audit and written representations that have been sought

Confirmation of independence and objectivity

A statement that we have complied with relevant ethical
requirements regarding independence, relationships and other
matters which might be thought to bear on independence.

Details of non-audit work performed by Grant Thornton UK LLP and
network firms, together with fees charged

Details of safeguards applied to threats to independence
Material weaknesses in internal control identified during the audit

Identification or suspicion of fraud involving management and/or
others which results in material misstatement of the financial
statements

Compliance with laws and regulations

Expected auditor's report

Uncorrected misstatements

Significant matters arising in connection with related parties

Significant matters in relation to going concern

Audit
Findings
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Appendx A :AuditO pnhon

We anticipate we will provide the Council with an unmodified audit report

INDEPENDENT AUDITOR’S REPORT TO THE MEMBERS OF WARWICK
DISTRICT COUNCIL

Opinion on the Authority financial statements

W e have audied the financial statem ents of W arw ick D istrict C ouncil forthe year
ended 31 M arch 2014 underthe AuditComm ission A ct 1998.The financil
Statem ents com prise the M ovam ent n Reserves Statam ent, the C om prehensive
Tncom e and E xpendiure Statem ent, the Balnce Sheet, the Cash Fow Statem ent
and the relted notes. The fnancial reporting fram ew ork that hasbeen goplied 1n
theirpreparation is goplicable law and the CIPFA /LASAAC Code of Practice on
Local A uthorty A coounting 1 the U nited K lngdom 2013/14.

Thisreport ism ade sokly to them enbers of W arw ick D istrict Counciln
accordance w th Part ITofthe AuditComm ission A ct 1998 and forno other
pumposs, as sst out n paragraph 48 of the Statem ent of Responsibilides of A udiors
and A udied Bodies published by the AuditComm ission 1 M arch 2010.To the
fillestextent perm ited by Jaw , we do not accept or assum e resoonsiboility to anyone
otherthan the A uthoriy and the A uthoriysM em bers as abody, forourauditw ork,
forthis report, or forthe opnionswe have form ed.
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Respective responsibilities of the Chief Financial Officer and auditor

A sexphined m ore fully i the Statem ent of the ChefF hancilO fficers
Responsbilites, the Chief F hancial O fficer is responsibk forthe preparation of the
Statem ent of A coounts, which ncludes the financial statem ents, h accordance w ih
properpracticees as sstout i the CIPFA /LA SAAC Code of Practice on Local
Authority A cocounting In the Unied K lngdom , and forbeing satisfied that they give
atwe and fairview .0 ur responsibility is to auditand expressan opinion on the
financial statem ents 1 accordance w ith goplicabk lw and Intemational Standards
on Audiing UK and Irelnd).Those standards require us to com ply w ih the
Audithg P ractices Board’s E thical Standards for A udiors.

Scope of the audit of the financial statements

An audi hvolves obtahig evidence aboout the am ounts and disclbsures n the
financial satem ents sufficient to give rasonabk assurance that the financial
Statem ents are free from m aterialm isstatem ent, whether caused by fraud oreror.
This hcludes an assesan ent of:w hether the accounting polices are goproprite t
the A uthoriy’s circum stances and have been consistently goplied and adequately
discbsad; the reasonabness of significant accounting estin atesm ade by the Chief
FiancialO fficer; and the overallpresentation of the financial statam ents. In
additon, we read allthe fnancialand non-financil nfom ation 1 the expEnatory
foreword to dentifym aterl hoonsistenciesw ih the audied financial statem ents.
Ifwebeoom e aw are of any goparentm aterialm isstatEm ents or nconsistencieswe
consider the I plications forour report.

25



Opinion on financial statements

In ourophin the financil statam ents:

° give atue and fairview ofthe financhlposition ofW amw ick D istrict C ouncil
asat 31 M arch 2014 and of is expendiire and incom e forthe yearthen
ended; and

° have been properly prepared 1n accordance w ith the CIPFA /LASAAC Code
of Practice on Local A uthoriy A coounting 1n the U nited K Tngdom 2013/14.

Opinion on other matters

In ouropinion, the nfom ation given I the explnatory foreword forthe financil
year forwhich the financial statem ents are prepared is consistent w ih the financial
Statem ents.

Matters on which we report by exception
W e reportto you if:

* I ourophin the annualgovemance statem ent does not reflect com plance w ith
D elivering G ood G ovemance 1h LocalG ovemm ent:a Fram ew ork’ published by
CIPFA /SO LACE 1 dine2007;

* we Issue a report n the public hterest under section 8 of the AuditCom m ission
Act1998;

* wedesignate under section 11 ofthe AuditComm ission A ct 1998 any
recom m endation as one that requires the A uthorty to consider tatapublic
m eeting and to decide what action to take Ih response; or

*  we exercie any other specialpow ers of the audiorunderthe Audi Comm ission
Act1998.

W e have nothing to report in these respects.
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Conclusion on the Authority’s arrangements for securing economy, efficiency and
effectiveness in the use of resources

Respective responsibilities of the Authority and the auditor

The A uthorty is regponsb ke forputting i phce proper arrangam ents to secure
econom vy, efficiency and effectiveness n s use of resources, to ensure proper

stew ardsh o and govemance, and to review regulrly the adequacy and effectiveness
ofthese arrangam ents.

W e are required under Section 5 ofthe AuditComm ission A ct 1998 to satisfy
ourelves that the A uthoriyy hasm ade properarrangem ents for securing econom vy,
efficiency and effectiveness 1 s use of resources.The C ode of A udit P ractice
Issued by the Audi-Comm ission requires us t rEportto you our conclision ekatng
1o proper arrangam ents, having regard to rekevant critera specified by the A udic
Comm isson.

W e report if significantm atters have com e to ourattention which prevent us from
concluding that the A uthority has put n place proper arrangam ents for securng
econom vy, efficiency and effectiveness 1 tsuse of resources. W e are not required to
consier, norhave we considered, w hether allaspects of the A uthoriy’s

arrangam ents for securing econom vy, efficiency and effectiveness n tsuse of
resouUrCes are operating effectively.
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Scope of the review of arrangements for securing economy, efficiency and
effectiveness in the use of resources

W e have undertaken ouraudi n accordance w ih the Code of A udit P ractice, having
regard to the guidance on the specified criter, published by the A uditC om m ission
T O ctober 2013, as to whether the A uthoriy hasproper arrangam ents for:

*  seauring financil resilience; and

* chalenghghow i secureseconom vy, efficiency and effectiveness.

The AudiComm ission has detem ned these tw o criteria as those necessary forus
to considerunderthe Code of A udit P ractice I satisfying ourselvesw hetherthe
Authorty put 1 place proper arrangam ents for securing econom vy, efficiency and
effectiveness In tsuse of resources forthe yearended 31 M arch 2014.

W e plnned ourwork i accordance w ih the Code of A udit P ractice.Based on our
risk assesan ent, w e undertook such work asw e considered necessary to form aviw
on whether, n all significant respects, the A uthoriyy had put 1 plce proper
armangam ents t secure econom vy, efficiency and effectiveness n s use of resources.

Conclusion

O n thebasis of ourw ork, having regard to the guidance on the specified criteria
published by the AudiComm ission 1 O ctober 2013, we are satisfied that, h all
significant respects, W arw ik D istrict C ouncilput i place proper arrangem ents to
seaure econom vy, efficiency and effectiveness 1 s use of resources forthe year
ended 31 M arch 2014.
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Delay in certification of completion of the audit

W e cannot fom ally conclude the auditand issue an audit certificate untilw e have
com pkted the work necessary to issue ourassurance statem ent In respect of the
Authorty’sW hok ofG ovemm ent A coounts consolidation pack and concluded our
work on the ob#ction to the acoounts. W e are satisfied that thisw ork doesnothave
am aterial effect on the financil statem ents oron ourvalie form oney conclision.
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Appendix B

G rantThomton UK LLP
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20 Coln ore C ircus

B Im hgham
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23 Septem ber 2014

D earM rG regory

Warwick District Council

Financial Statements for the year ended 31 March 2014

This representation ktter isprovided i connection w ih the audi of the financil statem ents
ofW arw ick D istrict C ouncil forthe yearended 31 M arch 2014 forthe purpose of expressing
an opinion asto whetherthe financil statem ents give a true and fairview 1 accordance w th
IntemationalF hancialReportng.

W e confim thatto the best of ourknow kdge and beliefhavingm ade such hquiresaswe
considered necessary forthe purpose of gopropriately hfom hg ocurselves:

Financial Statem ents

vi

W e have fulfilled our responsbilites for the preparation of the financil statem ents n
accordance w ith properpractices as sestout n the CIPFA /LA SAAC Code of Practce
on LocalAuthority A coounting n G reat Briain (the Code") as adapted for
Intemational F hancialReportng Standards; 11 particularthe fnancial satem ents give a
e and farview 1 accordance therew ih.

W e have com plied w ih the requiram ents of all satutory directions and these m atters
have been gppropriately reflected and disclbsed 1 the financial statem ents.

W e acknow ldge our responsibilty forthe design, In plm entation and m aintenance of
temal controlt prevent and detect fraud.

Sinificant assum ptions used by us 1 m akihg accounting estin ates, ncliding those
m easured at fairvalue, are reasonab k.

W e are satisfied that the m aterial idgem ents used by us 1 the preparation of the
financial statem ents are soundly based, n accordance w ith the C ode, and adequately
discbsed 1 the fnancial satem ents. There are no furtherm aterial idgem ents that need
to be disclosed.

W e confim thatw e are satisfied that the actuaral assum ptions underlying the valuation
ofpension schem e labilides for TA S19 discbsures are consistent w ith our know dge.
W e confim that all settlem ents and curtailn ents have been dentified and properly



vil

\anil

accounted for. W e also confim  that all sign ificant retirem entbenefits have been
Tentified and properly accounted for (hcliding any arrangem ents that are statutory,
contractualor m plict h the em pyer’s actions, that arise h the UK oroverseas, that
are funded orunfinded).

Relted party reltionshps and transactions have been gppropriately accounted forand
discbsed 1 accordance w ih the requiram ents of Intemational F nhancialReporting
Standards and the code.

A Tlevents subsequent to the date of the financial statem ents and forwhich Intemational
F nancialR eporting Standards and the code requires ad jistm ent or disclsure have been
adjisted ordisclosad.

W e have not ad justed them isstatam ents brought to our attention 1 the A uditF ndings
report, which are considered to be Inm ateralto the resuts of the Counciland is
financialposiion atthe yearend. The financial satam ents are free ofm aterial

m Isstatem ents, hcluding om issions.

W e have no plns or ntentions thatm ay m aterially aterthe carrying valie or
chssification of assets and lebilibes reflected 1 the financial statem ents.

W e believe that the C ouncil's financial statem ents shoud be prepared on a going
concem basis on the grounds that current and future sources of funding or supportw ill
bem ore than adequate forthe Councils needs.W e believe that no furtherdiscsures
rehtng to the Councils ability to contiue as a golng concem nesd to bem ade 1 the
financial statem ents.

Infom ation P rovided

.

W e have provided you w ih:

a. acessto allnform ation ofwhich we are aw are that is rekevant to the
preparation of the financial statem ents such as records, docum entation and
otherm atters;

b. additonal nfom ation that you have requested from us forthe purpose of
your audi; and

c. unrestricted accessto personsw th the Councilfrom whom you
determ hed tnecessary to obtah auditevidence.

W e have com m unicated to you alldeficiencies h intemalcontrolofwhich m anagem ent
saware.

A Iltransactions have been recorded i the accounting records and are reflected In the
financial statem ents.

W e have disclbsad to you the results of ourassessn ent of the risk that the financial
satEm entsm ay bem aterallym isstated as a resut of fraud.

xvi W ehave discbsed 1o you allinfom ation 1 relation © fraud or sugpected fraud thatwe
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are aw are of and that affects the C ounciland ivolves:
a. managanent;
b. enpbyesswho have shnificant ks n htemalcontrol; or

c. otherswhere the fraud could have am aterial effect on the financial
Statem ents.

xvil W ehave discbsed 1o you allinfom ation 1 relation t alkgations of fraud, or suspected
fraud, affecting the C ouncil’s financial statem ents com m unicated by em pbyees, form er
an pbyees, regulators or others.

xviii W e have disclbsad to you allknown instances of non-com plianace or suspected non—
com plisnce w 1h Jaw s and regulattions w hose effects should be considerad when
preparng financizl statem ents.

xix W ehave disclbsad to you the entdty of the Councils rehted parties and allthe rebted
party reltionships and transactions of which we are aw are.

AnnualGovemance Statem ent

xx W e are satisfied that the Annual G ovemance Statem ent A G S) fairly reflects the
Councils risk assurance and govemance fram ew ork and we confim thatwe are not
aw are of any significant risks that are not disclbsed w thin the AG S

Approval

The gpprovalof this Etter of representation wasm huted by the CouncilsFinance and Audit
Scrutiny Comm itee at tsm esting on 23rd Septam ber.

Signed on behalfofthe Comm itee

POSIION... v wev e et e et e e e
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