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Introduction

Peter Barber
Engagement Lead
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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 as a local authority; and

* includes a number of challenge questions in respect of these emerging issues w hichthe Committee may wishto
consider (these are a tool to use, if helpful, rather than formal questions requiring responses for audit purposes)

Members of the Audit Committee can find further useful material on our w ebsite, w here w e have a section dedicated
to our workin the public sector. Here you can dow nload copies of our publications w ww.grantthornton.co.uk ..

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
Engagement Manager.
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Progress at November 2018

2017/18 Audit

We have completed our audit of the Council's
2017/18 financial statements. Our audit opinion,
including our value for money conclusion and
certificate of audit closure was issuedon the 31 July
2018.

We issued:

* Anunqualified opinion on the Council's financial
statements; and

* Anungualified value for money conclusion on the
Council's arrangements to secure economy,
efficiency and effectiveness in its use of
resources.

We have issued all our deliverables for2017/18 and
have concluded our workon the 2017/18 financial
year. Our Annual Audit Letter, summarising the
outcomes of our audit w as presented at the
September Committee.

© 2018 Grant Thornton UK LLP. Confidential and information only.

2018/19 Audit

We have begun our planning processes for the 2018/19
financial year audit.

Our detailed workand audit visits willbegin later in the
year and w e w illdiscuss the timing of these visits with
management. In the meantime wewill:

» continue to hold regular discussions w ith
management to inform our risk assessment for the
2018/19 financial statements and value for money
audits;

* review minutes and papers from key meetings; and

+ continue to review relevant sector updates to ensure
that w e capture any emerging issues and consider
these as part of audit plans.

Other areas

Certification of claims and returns

We are required to certify the Council's annual Housing
Benefit Subsidy claim in accordance with procedures
agreed w iththe Department for Work and Pensions.
This certification workfor the 2018/19 claim is

underw ay, and will be concluded by the end of
November 2018.

The results of the certification w orkare reported to you
in our certification letter, w hich will come to the March
Audit Committee. A verbal update on this will be given at
the meeting.

Meetings

We met with Finance Officersin October as part of our
quarterly liaison meetings and continue to be in
discussions with finance staff regarding emerging
developments and to ensure the audit process is smooth
and effective.

Events

We provide a range of workshops, along w ith netw ork
events for members and publications to support the
Council. Further details of the publications that may be
of interest to the Council are set out in our Sector
Update section of this report.

Our Annual Accounts workshop is to take place early in
the new year. We have invited key members of your
finance team to this.
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Audit Deliverables

2017/18 Deliverables Planned Date Status
Annual Certification Letter December2018 Not yet due
This letter reports anymatters arising from our certification work carried outunder the PSAA contract.

2018/19 Deliverables Planned Date Status
Fee Letter April 2018 Complete
Confirmingauditfee for2018/19.

Accounts Audit Plan January2019 Not yet due
We are required to issue a detailed accounts auditplan to the Audit Committee settingoutour proposed

approach in order to give an opinion on the Council’s 2018-19 financial statements.

Interim Audit Findings March 2019 Not yet due
We will reportto you the findings from ourinterim auditand ourinitial value for moneyrisk assessmentwithin

our Progress Report.

Audit Andings Report July 2019 Not yet due
The Audit Findings Reportwill be reported to the July Audit Committee.

Auditors Report July 2019 Not yet due
This is the opinion on your financial statement, annual governance statementand value for moneyconclusion.

Annual Audit Letter August2019 Not yet due
This letter communicates the keyissues arising from our work.

Annual Certification Letter December2019 Not yet due

This letter reports anymatters arising from our certification work carried outunder the PSAA contract.
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Sector Update

Local government finances are at a tipping point.
Councils are tackling a continuing drive to
achieve greater efficiency in the delivery of
public services, whilst facing the challenges to
address rising demand, ongoing budget
pressures and social inequality.

Our sector update provides you with an up to date summary of
emerging national issues and developments to support you. We
cower areas which may have an impact on your organisation, the
wider NHS and the public sector as a whole. Links are provided to
the detailed report/briefing to allow you to delve further and find
out more.

Our public sector team at Grant Thornton also undertake research
on senvice and technical issues. We will bring you the latest
research publications in this update. We also include areas of
potential interest to start conversations within the organisation and
with audit committee members, as well as any accounting and
regulatory updates.
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e Grant Thornton Publications

* Insightsfrom local governmentsector
specialists

 Reportsofinterest
« Accounting and regulatory updates

More information can be found on our dedicated public sector and local
government sections on the Grant Thornton website
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In good company: Latest trends in local authority

trading companies

Our recent report looks at trends in LATC’s (Local
Government Authority Trading Companies).These

deliver a wide range of services across the country and
range from wholly owned companies to joint ventures, all
within the public and private sector.

Outsourcing versus local authority trading companies

The rise of trading companies is, in part, due to the decline in popularity of
outsourcing. The majority of outsourced contracts operate successfully, and continue
to deliver significant savings. But recent high profile failures, problems w ith inflexible
contracts and poor contract management mean that outsourcing has fallen out of
favour. The days of large scale outsourcing of council services has gone.

Advantages of local authority trading companies
* Authorities can keep direct control over their providers

* Opportunities for any profits to be returned to the council

* Provides suitable opportunity to change the local authority terms and conditions,
particularly with regard to pensions, can also bring significant reductions in the
cost base of the service

* Having aseparate company allow s the authority to move aw ay fromthe
constraints of the councils decision making processes, becoming more agile and
responsive to changes in demand or funding

* Wider pow ers to trade through the Localism act provide the company w ith the
opportunity to wincontracts elsew here

Choosingtherightcompany model
The most common company models adopted by councils are:

Wholly Joint Social
owned Ventures Enterprise
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Wholly ow ned companies are common because they allow local authorities to retain the
risk and rew ard. And governance is less complicated. Direct labour organisations such
as Cormac and Oxford Direct Services have both transferred out in this way.

JVs have become increasingly popular as a means of leveraging grow th. Pioneered by
Norse, Corserv and Vertas organisations are developing the model. Alternatively, if
there is a social motive rather than a profit one, the social enterprise model is the best
option, as it can enable access to grant funding to drive grow th.

Getting it right through effective governance

While there are pitfalls in establishing these companies, those that have got it right are:
seizing the advantages of a more commercial mind-set, generating revenue, driving
efficiencies and improving the quality of services. By developing effective governance
they can be more flexible and grow business w ithout micromanagement from the
council.

LATC’s need to adapt for the future
* LATCs must adapt to developments in the external environment

- These include possible changes to the public procurement rules after Brexit and
new local authority structures. Also responding to an increasingly crow ded and
competitive market w here there could me more mergers and insolvencies.

» Authorities need to be open to different w ays of doing things, driving further
developments of new trading companies. Relieving pressures on councils to find the
most efficient w ays of doing more withless in todays austere climate.

Overall, joint ventures can be a viable alternative delivery model forlocal authorities.
Our research indicates that the numbers of joint ventures will continue to rise, and in
particular w e expect to see others follow examples of successful public-public
partnerships.

Downl he r her

https://w ww .grantthornton.co.uk/en/insights/the-rise-of-local-authority-trading-
companies/
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Links

Grant Thornton w ebsite links
https://www.grantthornton.co.uk/

http://www.grantthormnton.co.uk/industries/publicsector
https://www.grantthornton.co.uk/en/insights/the-rise-of-local-authority -trading-companies/
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