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UPDATE ON 2019/20 CLOSING OF ACCOUNTS - WITHDRAWN
An update on the 2019/20 Closing of Accounts will be provided as
part of the Statement of Accounts training session at Agenda Item
No. 6.

9

EXTERNAL AUDIT PLAN "REPORT TO FOLLOW"
To consider the attached report, that will be presented by Grant
Thornton (external auditors).

3 - 42

10

2020/21 BUSINESS ASSURANCE STRATEGY (INCLUDING INTERNAL
AUDIT PLAN) "REPORT TO FOLLOW"
To consider the attached report.

43 - 60

Contact Officer: Maggie.Gibb@buckinghamshire.gov.uk
12

2020/21 DRAFT COUNTER FRAUD PLAN "REPORT TO FOLLOW"
To consider the attached report.

61 - 72

Contact Officer: Michael.Frost@buckinghamshire.gov.uk
13

RISK MANAGEMENT FRAMEWORK (INCLUDING TOR FOR RISK
MANAGEMENT GROUP)
To consider the attached report.
Contact Officer: Maggie.Gibb@buckinghamshire.gov.uk

73 - 76

14

WORK PROGRAMME "REPORT TO FOLLOW"
To note the future work programme, as follows:
22 July 2020
1.
Statement of Accounts & Audit Report – AVDC
2.
Statement of Accounts & Audit Report – CDC
3.
Statement of Accounts & Audit Report – SBDC
4.
Statement of Accounts & Audit Report – WDC
5.
Annual Report – Higginson Park Charity
6.
Pension Fund Accounts & Audit Report (TBC)
7.
BCC 2019/20 Head of Audit Annual Opinion
30 September 2020
1.
Statement of Accounts & Audit Report – BCC
2.
Annual Report – Farnham Park Sports Field Charity
3.
Pension Fund Accounts & Audit Report (if it doesn’t come to
the July 2020 meeting)

If you would like to attend a meeting, but need extra help to do so, for example because of a disability,
please contact us as early as possible, so that we can try to put the right support in place.
For further information please contact: Craig Saunders - craig.saunders@buckinghamshire.gov.uk on
01296 585043, email craig.saunders@buckinghamshire.gov.uk.
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Report to Audit and Governance Committee
Date: 10 June 2020
Title: 2019/20 External Audit Plans (Buckinghamshire County Council)
Author and/or contact officer: Grant Thornton (External Auditors)/Richard Ambrose (S151)
Ward(s) affected: N/A
Recommendations: Members are recommended to note the External Audit Plans.
Reason for decision: N/A

Executive summary
1.1

The purpose of the report is to present the 2019/20 External Audit plan for the
audits of Buckinghamshire County Council’s financial statements and the Pension
Fund.

Content of report
1.2

See attached reports.

Other options considered
1.3

N/A

Legal and financial implications
1.4

None.

Corporate implications
1.5

None.

Consultation and communication
1.6

None.
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Next steps and review
The audit activity will be delivered in accordance with the plan, and findings reported
to the Chief Finance Officer (S151) and the Audit and Governance Committee.

Background papers
2019/20 External Audit Plans
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External Audit Plan
Year ending 31 March 2020
Page 5

Buckinghamshire County Council
June 2020

Appendix
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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 planning 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 the
Authority or all 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.
Grant Thornton UK LLP is a limited liability partnership registered in England and Wales: No.OC307742. Registered office: 30 Finsbury Square, London, EC2A 1AG. A list of members
is available from our registered office. Grant Thornton UK LLP is authorised and regulated by the Financial Conduct Authority. Grant Thornton UK LLP is a member firm of Grant
Thornton International Ltd (GTIL). GTIL and the member firms are not a worldwide partnership. Services are delivered by the member firms. GTIL and its member firms are not agents
of, and do not obligate, one another and are not liable for one another’s acts or omissions.
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1. Introduction & headlines
Purpose
This document provides an overview of the planned scope and timing of the statutory
audit of Buckinghamshire County Council (‘the Authority’) for those charged with
governance.
Respective responsibilities
The National Audit Office (‘the NAO’) has issued a document entitled Code of Audit
Practice (‘the Code’). This summarises where the responsibilities of auditors begin
and end and what is expected from the audited body. Our respective responsibilities
are also set out in the Terms of Appointment and Statement of Responsibilities
issued by Public Sector Audit Appointments (PSAA), the body responsible for
appointing us as auditor of Buckinghamshire County Council. We draw your
attention to both of these documents on the PSAA website.

Scope of our audit
The scope of our audit is set in accordance with the Code and International Standards on
Auditing (ISAs) (UK). We are responsible for forming and expressing an opinion on the :
•

Authority’s financial statements that have been prepared by management with the
oversight of those charged with governance (the Regulatory and Audit committee); and

•

Value for Money arrangements in place at the Authority for securing economy, efficiency
and effectiveness in your use of resources.

The audit of the financial statements does not relieve management or the Regulatory and Audit
Committee of your responsibilities. It is the responsibility of the Authority 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 Authority is fulfilling
these responsibilities.
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Our audit approach is based on a thorough understanding of the Authority's business and is
risk based.

The current environment
As you are no doubt aware, the unprecedented global response to the Covid-19 pandemic has led us to consider the impact on our audit and value for money (VfM) approach this
year. The significance of the situation cannot be underestimated and the implications for individuals, organisations and communities remains highly uncertain. For our public sector
audited bodies, we appreciate the significant responsibility and burden your staff have to ensure vital public services are provided. As far we can, our aim is to work with you in these
unprecedented times, ensuring up to date communication and flexibility where possible in our audit procedures.
Management and those charged with governance are still required to prepare financial statements in accordance with the relevant accounting standards and the Code of Audit
Practice, albeit to an extended deadline for the preparation of the financial statements up to 31 August 2020 and the date for audited financials statements to 30 November 2020,
however we will liaise with management to agree appropriate timescales. We continue to be responsible for forming and expressing an opinion on the Buckinghamshire Council’s
financial statements and VFM arrangements.
In order to fulfil our responsibilities under International Auditing Standards (ISA’s (UK)) we have revisited our planning risk assessment. We may also need to consider implementing
changes to the procedures we had planned and reported in our Audit Plan to reflect current restrictions to working practices, such as the application of technology to allow remote
working. Additionally, it has been confirmed since our Audit Plan was issued that the implementation of IFRS 16 has been delayed for the public sector until 2021/22.

© 2020 Grant Thornton UK LLP | External Audit Plan for Buckinghamshire County Council | 2019/20
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1. Introduction & headlines

Significant risks

Those risks requiring special audit consideration and procedures to address the likelihood of a material financial statement error have been
identified as:
•

Valuation of land and buildings

•

Valuation of net pension fund liability

•

Management Override of Controls

•

Impact of Covid 19

We will communicate significant findings on these areas as well as any other significant matters arising from the audit to you in our Audit
Findings (ISA 260) Report.
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Materiality

We have determined planning materiality to be £14m (PY £17m) for the Authority, which equates to 1.5% of your prior year gross
expenditure for the year. We are obliged to report uncorrected omissions or misstatements other than those which are ‘clearly trivial’ to
those charged with governance. Clearly trivial has been set at £0.7m (PY £0.9m).

Value for Money arrangements

Our risk assessment regarding your arrangements to secure value for money have identified the following VFM significant risks:

Audit logistics

•

Ofsted inspection of children’s services

•

Funding pressures

•

Implementation of the new unitary authority Buckinghamshire Council and the achievement of savings targets in the budget of the
unitary authority.

Our interim visit will take place in March and April and our final visit will take place in June and July. Our key deliverables are this Audit
Plan and our Audit Findings Report. Our audit approach is detailed in Appendix A.
Our fee for the audit will be £67,828 (PY: £66,066) for the Authority, subject to the Authority meeting our requirements set out on page [13].

Independence

We have complied with the Financial Reporting Council's Ethical Standard and we as a firm, and each covered person, confirm that we are
independent and are able to express an objective opinion on the financial statements..

© 2020 Grant Thornton UK LLP | External Audit Plan for Buckinghamshire County Council | 2019/20
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2. Key matters impacting our audit
Factors
The wider economy and political uncertainty

Financial reporting and audit – raising the bar

Local Government funding continues to be stretched with increasing cost
pressures and demand from residents, uncertainty of future funding and the impact
of COVID-19. 2019/20 is the final year of the ‘4 year settlement’ and since 2018/19
you have been self sufficient in terms of funding as general government grant
funding has been reduced to nil which means you are reliant on local taxes, fees
and charges and making the most of your capital assets to generate your own
income.

The Financial Reporting Council (FRC) has set out its expectation of improved
financial reporting from organisations and the need for auditors to demonstrate
increased scepticism and challenge, and to undertake more robust testing as
detailed in Appendix 1.
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As part of the response to the COVID-19 pandemic, the government announced
£1.6bn in additional funding to Local Authorities to address the pressures of the
pandemic. For Buckinghamshire, your allocation is £4.5m. The government
announced changes to the business rates that .mean qualifying businesses will not
pay business rates for 2020/21 and Local Authorities will be compensated for the
associated loss of income and for the provision of appropriate new burdens
funding to cover the administrative costs of implementation.
The government continues its negotiation with the EU over Brexit, and future
arrangements remain clouded in uncertainty. The Council will need to ensure that
it is prepared for all outcomes, including in terms of any impact on contracts, on
service delivery and on its support for local people and businesses.
For Buckinghamshire County Council, your forecast revenue budget outturn for
2019/20 was an overspent of £487,000. The authority will hold around £30 million
in general reserves by the end of March as you join the district councils to become
a new unitary authority. A balanced budget has been agreed for the new unitary
authority for three years up to 2022/23 which includes targeted savings of
£18.2million .

Our work in 2018/19 has highlighted areas where local government financial
reporting, in particular, property, plant and equipment and pensions, needs to
be improved, with a corresponding increase in audit procedures. We have also
identified an increase in the complexity of local government financial
transactions which require greater audit scrutiny.
Local Government Timetable
The new date for publication for the final, audited 2019/20 Financial Statement
is 30 November 2020, a change from the 31 July 2020. The formal 10 working
day public inspection period must start by 1 September 2020. The Council will
be required to publish the date of their inspection period this year.
Covid-19
The global outbreak of the Covid-19 virus pandemic has led to unprecedented
uncertainty for all organisations, requiring urgent business continuity
arrangements to be implemented. We expect current circumstances will have
an impact on the production and audit of the financial statements for the year
ended 31 March 2020.

Our response
•
•
•
•
•

We will consider your arrangements for managing and reporting your financial resources as part of our work in reaching our Value for Money conclusion.
We will consider whether your financial position leads to material uncertainty about the going concern of the Council and will review related disclosures in the
financial statements.
We have identified a significant value for money risk relating to the implementation and achievement of savings targets relating to the new Unitary Authority
We will continue to engage with Members and Senior Officers to assess how you are performing in addressing your challenges.
As a firm, we are absolutely committed to meeting the expectations of the FRC with regard to audit quality and local government financial reporting. Our proposed
work and fee, as set further in our Audit Plan, has been agreed with the Director of Corporate and Commercial and is subject to PSAA agreement.
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4. Significant risks identified
Significant risks are defined by ISAs (UK) as risks that, in the judgement of the auditor, require special audit consideration. In identifying risks, audit teams consider the nature of the risk,
the potential magnitude of misstatement, and its likelihood. Significant risks are those risks that have a higher risk of material misstatement.

Risk

Reason for risk identification

Revenues include
fraudulent

Under ISA (UK) 240 there is a rebuttable presumed risk that Having considered the risk factors set out in ISA240 and the nature of your revenue
revenue may be misstated due to the improper recognition of streams, we have determined that the risk of fraud arising from revenue recognition
revenue.
can be rebutted, because:

transactions

Recognition

Key aspects of our proposed response to the risk

•
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This presumption can be rebutted if the auditor concludes that
there is no risk of material misstatement due to fraud relating •
to revenue recognition.

there is little incentive to manipulate revenue recognition as the majority of your
income is derived from grants or formula-based income from central government
and taxpayers;
opportunities to manipulate revenue recognition are very limited; and the culture
and ethical frameworks of local authorities, including Buckinghamshire County
Council, mean that all forms of fraud are seen as unacceptable.

Therefore we do not consider this to be a significant risk for your
audit.

Management over-ride of
controls

Under ISA (UK) 240 there is a non-rebuttable presumed risk
that the risk of management over-ride of controls is present in
all entities.

We will:

You face external scrutiny of your spending and this could
potentially place management under undue pressure in terms
of how they report performance.
We identified management override of control, in particular
journals, management estimates and transactions outside the
course of business as a significant risk.

© 2020 Grant Thornton UK LLP | External Audit Plan for Buckinghamshire County Council | 2019/20

•

evaluate the design effectiveness of management controls over journals;

•

analyse the journals listing and determine the criteria for determining which are
unusual journals;

•

test unusual journals recorded during the year and after the draft accounts stage
for appropriateness and corroboration;

•

update our understanding of the accounting estimates and critical judgements
applied by management and consider their reasonableness with regard to
available evidence;

•

evaluate the rationale for any changes in accounting policies, estimates or
significant unusual transactions.
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Significant risks identified
Risk

Reason for risk identification

Key aspects of our proposed response to the risk

Valuation of land and buildings

You revalue your land and buildings on a rolling five
yearly basis.
This valuation represents a significant estimate by
management in the
financial statements due to the size of the numbers
involved (£1.4 billion as at 31 March 2019) and the
sensitivity of this estimate to changes in key
assumptions.

We will:
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Additionally, management will need to ensure the
carrying value in your financial statements is not
materially different from the current value or the fair
value (for surplus assets) at the financial statements
date, where a rolling programme is used.
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•

evaluate management's processes and assumptions for the calculation of the
estimate, the instructions issued to the valuation expert and the scope of their work;

•

evaluate the competence, capabilities and objectivity of the valuation expert;

•

discuss with the valuer the basis on which the valuation was carried out to assess
whether they have met the requirements of the Code;

•

engage our own valuer to assess the instructions to the your valuer, your valuer’s
report and the assumptions that underpin your valuation;

•

test revaluations made during the year to see if they have been input correctly into
your asset register and recognised appropriately in your financial statements;

•

challenge management to prove that the carrying value of PPE assets is not
materially different to current value as at the balance sheet date.
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Significant risks identified
Reason for risk identification

Key aspects of our proposed response to the risk

Valuation of the pension fund net
liability

Your pension fund net liability, as reflected in your
balance sheet as the net defined benefit liability,
represents a significant estimate in your financial
statements.

We will:
•

update our understanding of the processes and controls put in place by management
to ensure that your pension fund net liability is not materially misstated and evaluate
the design of your associated controls;

The pension fund net liability is considered a
significant estimate due to the size of the numbers
involved (£762.6 million in the Authority’s balance
sheet) and the sensitivity of the estimate to
changes in key assumptions.

•

evaluate the instructions issued by management to their management expert (Barnett
Waddingham ) for this estimate and the scope of the actuary’s work;

•

assess the competence, capabilities and objectivity of the actuary;

•

assess the accuracy and completeness of the information provided by management
to the actuary to estimate the liability;

We therefore identified valuation of your pension
fund net liability as a significant risk.

•

test the consistency of the pension fund asset and liability and disclosures in the
notes to the core financial statements with the actuarial report from the actuary;

•

undertake procedures to confirm the reasonableness of the actuarial assumptions
made by reviewing the report of our consulting actuary (as auditor’s expert) and
performing any additional procedures suggested within the report; and

•

obtain assurances from our audit work of Buckinghamshire County Council Pension
Fund as to the controls surrounding the validity and accuracy of membership data;
contributions data and benefits data sent to the actuary by the pension fund team and
the fund assets valuation in the pension fund financial statements.
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Risk

We will communicate significant findings on these areas as well as any other significant matters arising from the audit to you in our Audit Findings Report in July 2020.
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Significant risks identified – Covid – 19 pandemic

Risk

Reason for risk identification

Key aspects of our proposed response to the risk

Covid – 19

The global outbreak of the Covid-19 virus pandemic has
led to unprecedented uncertainty for all organisations,
requiring urgent business continuity arrangements to be
implemented. We expect current circumstances will
have an impact on the production and audit of the
financial statements for the year ended 31 March 2020,
including and not limited to;

We will:

-

Page 13
-

-

-

Remote working arrangements and redeployment of
staff to critical front-line duties may impact on the
quality and timing of the production of the financial
statements, and the evidence we can obtain through
physical observation

•

Work with management to understand the implications the response to the Covid19 pandemic has on the organisation’s ability to prepare the financial statements
and update financial forecasts and assess the implications on our audit approach

•

Liaise with other audit suppliers, regulators and government departments to coordinate practical cross sector responses to issues as and when they arise

•

Evaluate the adequacy of the disclosures in the financial statements in light of the
Covid-19 pandemic.

•

Evaluate whether sufficient audit evidence using alternative approaches can be
obtained for the purposes of our audit whilst working remotely

•
Volatility of financial and property markets will
increase the uncertainty of assumptions applied by
management to asset valuation and receivable
•
recovery estimates, and the reliability of evidence we
can obtain to corroborate management estimates
•
Financial uncertainty will require management to
reconsider financial forecasts supporting their going
concern assessment and whether material
uncertainties for a period of at least 12 months from
the anticipated date of approval of the audited
financial statements have arisen; and

Evaluate whether sufficient audit evidence can be obtained to corroborate
significant management estimates such as asset valuations and recovery of
receivable balances
Evaluate management’s assumptions that underpin the revised financial forecasts
and the impact on management’s going concern assessment
Discuss with management any potential implications for our audit report if we have
been unable to obtain sufficient audit evidence

Disclosures within the financial statements will
require significant revision to reflect the
unprecedented situation and its impact on the
preparation of the financial statements as at 31
March 2020 in accordance with IAS1, particularly in
relation to material uncertainties.

We therefore identified the global outbreak of the Covid19 virus as a significant risk.
© 2020 Grant Thornton UK LLP | External Audit Plan for Buckinghamshire County Council | 2019/20
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6. Other matters
Other work

Other material balances and transactions

In addition to our responsibilities under the Code of Practice, we have a number of other
audit responsibilities, as follows:
•

We read your Narrative Report and Annual Governance to check that they are
consistent with the financial statements on which we give Statement an opinion and
consistent with our knowledge of the Authority

Under International Standards on Auditing, "irrespective of the assessed risks of material
misstatement, the auditor shall design and perform substantive procedures for each
material class of transactions, account balance and disclosure". All other material
balances and transaction streams will therefore be audited. However, the procedures will
not be as extensive as the procedures adopted for the risks identified in this report.

•

We carry out work to satisfy ourselves that disclosures made in your Annual
Governance Statement are in line with the guidance issued by CIPFA

Going concern

•

We carry out work on your consolidation schedules for the Whole of Government
Accounts process in accordance with NAO group audit instructions

•

We consider our other duties under the Local Audit and Accountability Act 2014 (the
Act) and the Code, as and when required, including:
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•

•

Giving electors the opportunity to raise questions about your 2019/20
financial statements, consider and decide upon any objections received in
relation to the 2019/20 financial statements

•

Issue of a report in the public interest or written recommendations to the
Authority under section 24 of the Act, copied to the Secretary of State

•

Application to the court for a declaration that an item of account is contrary
to law under Section 28 or for a judicial review under Section 31 of the Act
or

•

Issuing an advisory notice under Section 29 of the Act.

As auditors, we are required to “obtain sufficient appropriate audit evidence about the
appropriateness of management's use of the going concern assumption in the
preparation and presentation of the financial statements and to conclude whether there is
a material uncertainty about the Authority's ability to continue as a going concern” (ISA
(UK) 570). We will review management's assessment of the going concern assumption
and material uncertainties and evaluate the disclosures in the financial statements. [

We certify completion of our audit.

© 2020 Grant Thornton UK LLP | External Audit Plan for Buckinghamshire County Council | 2019/20
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7. Materiality
The concept of materiality
The concept of materiality is fundamental to the preparation of the financial statements and
the audit process and applies not only to the monetary misstatements but also to disclosure
requirements and adherence to acceptable accounting practice and applicable law.
Misstatements, including omissions, are considered to be material if they, individually or in
the aggregate, could reasonably be expected to influence the economic decisions of users
taken on the basis of the financial statements.

Prior year gross expenditure
£907m Authority

Materiality

Materiality for planning purposes

£14m

We have determined financial statement materiality based on a proportion of the gross
expenditure of the Authority for the financial year. In the prior year we used the same
benchmark. Materiality at the planning stage of our audit is £14m (PY £17m) for the
Authority, which equates to 1.5% of your prior year gross expenditure for the year. The
reduction in materiality compared to the previous year reflects the higher profile of local
audit following external reviews such as those led by Sir John Kingman and Sir Tony
Redman.

Authority financial
statements materiality
(PY: £17m)
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We reconsider planning materiality if, during the course of our audit engagement, we
become aware of facts and circumstances that would have caused us to make a different
determination of planning materiality.
Matters we will report to the Audit and Governance Committee
Whilst our audit procedures are designed to identify misstatements which are material to
our opinion on the financial statements as a whole, we nevertheless report to the Audit
Committee any unadjusted misstatements of lesser amounts to the extent that these are
identified by our audit work. Under ISA 260 (UK) ‘Communication with those charged with
governance’, we are obliged to report uncorrected omissions or misstatements other than
those which are ‘clearly trivial’ to those charged with governance. ISA 260 (UK) defines
‘clearly trivial’ as matters that are clearly inconsequential, whether taken individually or in
aggregate and whether judged by any quantitative or qualitative criteria. In the context of
the Authority, we propose that an individual difference could normally be considered to be
clearly trivial if it is less than £0.7m (PY £0.9m).
If management have corrected material misstatements identified during the course of the
audit, we will consider whether those corrections should be communicated to the
Regulatory and Audit Committee to assist it in fulfilling its governance responsibilities.

£0.7m
[Forecast/Prior year] gross
expenditure
Materiality

Misstatements reported
to the Regulatory and
Audit Committee
(PY: £0.9m)

© 2020 Grant Thornton UK LLP | External Audit Plan for Buckinghamshire County Council | 2019/20
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8. Value for Money arrangements
Background to our VFM approach

Significant VFM risks

The NAO issued its guidance for auditors on Value for Money work in November 2017. The
guidance states that for Local Government bodies, auditors are required to give a
conclusion on whether the Authority has proper arrangements in place to secure value for
money.

Those risks requiring audit consideration and procedures to address the likelihood that
proper arrangements are not in place at the Authority to deliver value for money.

The guidance identifies one single 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.”
This is supported by three sub-criteria, as set out below:

Ofsted inspection of children’s services
Ofsted issued a report on your children’s services in January 2018 which gave
you a rating of ‘inadequate’. The two further monitoring visits performed by
Ofsted in 2018 provide evidence that progress is being made, but there is still
work to be done.
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•

We will review progress made in addressing the issues raised in the reinspection reports issued by Ofsted after their two further monitoring .

•

We will also consider your performance against your internal objectives
and targets in delivering a safe and reliable children’s services.

Financial Pressures
In light of the increasing funding pressures that you face, there is a risk that you
will not be able to generate new revenue streams or deliver savings of sufficient
scale to maintain a balanced budget over the period covered by the MediumTerm Financial Plan. The demand and uncertainty over some revenue streams
created by the COVID-19 pandemic adds to this risk.

Informed
decision
making

We will review recent performance against the budget and considered the
reasonableness of the assumptions in the Medium-Term Financial Plan new for
the new Unitary Authority. We will consider how these have been effected and
updated by the COVID-19 pandemic.

Value for
Money
arrangements
criteria
Working
with partners
& other third
parties

Implementation of the new Unitary Authority
Sustainable
resource
deployment

© 2020 Grant Thornton UK LLP | External Audit Plan for Buckinghamshire County Council | 2019/20

In April 2020, your services and those of the four Buckinghamshire district
councils transferred to a new unitary authority, Buckinghamshire Council.
The start of the new Council has coincided with the outbreak of the COVID-19
pandemic and this has been an area of focus for the new authority. We will
review arrangements for the transition to unitary status and the impact that of
the COVID-19 pandemic on those plans.
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9. Audit logistics & team
Audit and Governance
Committee
June 2020

Year end audit
July - September 2020

Interim audit
March to April
Planning and
risk assessment

Audit and Governance
Committee
September 2020

Audit
Findings
Report

Audit
Plan

Audit
opinion

Audit and Governance
Committee
TBC 2020

Annual
Audit
Letter

Page 17

[
iain
Murray, Key Audit Partner

Client responsibilities

Iain will be the main point of contact for the Chief Executive and
Members. Iain will share his wealth of knowledge and experience
across the sector providing challenge, sharing good practice and
acting as a sounding board with Members and the Regulatory and
Audit Committee. Iain will review all reports and the team’s work,
focussing his time on the key risk areas of the audit.

Where clients do not deliver to the timetable agreed, we need to ensure that this does not
impact on audit quality or absorb a disproportionate amount of time, thereby
disadvantaging other clients. Where the elapsed time to complete an audit exceeds that
agreed due to a client not meeting its obligations, we will not be able to maintain a team on
site. Similarly, where additional resources are needed to complete the audit due to a client
not meeting their obligations, we are not able to guarantee the delivery of the audit to the
agreed timescales. In addition, delayed audits will incur additional audit fees.

Sheena Phillips, Audit Manager
Sheena will work with senior members of the finance team
ensuring testing is delivered and any accounting issues are
addressed on a timely basis. Sheena will ensure our audit is
tailored specially to you and a high-quality audit is delivered
efficiently. Sheena will undertake reviews of the team’s work and
draft reports for the Regulatory and Audit Committee, ensuring they
remain concise and understandable.
Omer Awais, Audit Assistant Manager
Omer will lead the onsite team and will be the day to day contact
for the audit. Omer will monitor the deliverables, including
managing the query log with your finance team and highlighting
any significant issues and adjustments to senior management.
Mary will undertake the more technical aspects of the audit, coach
the junior members of the team and review the teams’ work
© 2020 Grant Thornton UK LLP | External Audit Plan for Buckinghamshire County Council | 2019/20

Our requirements
To minimise the risk of a delayed audit, you need to ensure that you:
•

produce draft financial statements of good quality by the deadline you have agreed with
us, including all notes, the narrative report and the Annual Governance Statement

•

ensure that good quality working papers are available at the start of the audit, in
accordance with the working paper requirements schedule that we have shared with
you

•

ensure that the agreed data reports are available to us at the start of the audit and are
reconciled to the values in the accounts, in order to facilitate our selection of samples

•

ensure that all appropriate staff are available on site throughout (or as otherwise
agreed) the planned period of the audit

•

respond promptly and adequately to audit queries.
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10. Audit fees
.

Planned audit fees 2019/20
Across all sectors and firms, the FRC has set out its expectation of improved financial reporting from organisations and the need for auditors to demonstrate increased scepticism and challenge
and to undertake additional and more robust testing. Within the public sector, where the FRC has recently assumed responsibility for the inspection of local government audit, the regulator
requires that all audits achieve a 2A (few improvements needed) rating.
Our work across the sector in 2018/19 has highlighted areas where local government financial reporting, in particular, property, plant and equipment and pensions, needs to be improved. We
have also identified an increase in the complexity of local government financial transactions. Combined with the FRC requirement that 100% of audits achieve a 2A rating this means that
additional audit work is required. We have set out below the expected impact on our audit fee. The table overleaf provides more details about the areas where we will be undertaking further
testing.
As a firm, we are absolutely committed to meeting the expectations of the FRC with regard to audit quality and local government financial reporting. Our proposed work and fee for 2019/20 at the
planning stage, as set out below and with further analysis overleaf. The fee is subject to PSAA agreement.
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Actual Fee 2018/19
Council Audit

Total audit fees (excluding VAT)

Proposed fee 2019/20

£92,066

£86,828

£92,066

£86,828

Assumptions:
In setting the above fees, we have assumed that the Authority will:
- prepare a good quality set of accounts, supported by comprehensive and well presented working papers which are ready at the start of the audit
- provide appropriate analysis, support and evidence to support all critical judgements and significant judgements made during the course of preparing the financial statements
- provide early notice of proposed complex or unusual transactions which could have a material impact on the financial statements.
Relevant professional standards:
In preparing our fee estimate, we have had regard to all relevant professional standards, including paragraphs 4.1 and 4.2 of the FRC’s Ethical Standard which stipulate that the Engagement Lead
(Key Audit Partner) must set a fee sufficient to enable the resourcing of the audit with staff of appropriate skills, time and abilities to deliver an audit to the required professional standard.

© 2020 Grant Thornton UK LLP | External Audit Plan for Buckinghamshire County Council | 2019/20
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Audit fee variations – Further analysis
Planned audit fees
The table below shows the planned variations to the original scale fee for 2019/20 based on our best estimate at the audit planning stage. Further issues identified during the
course of the audit may incur additional fees. In agreement with PSAA (where applicable) we will be seeking approval to secure these additional fees for the remainder of the
contract via a formal rebasing of your scale fee to reflect the increased level of audit work required to enable us to discharge our responsibilities. Should any further issues
arise during the course of the audit that necessitate further audit work additional fees will be incurred, subject to PSAA approval.
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Audit area

£

Rationale for fee variation

Scale fee

67,828

Increased challenge and
scope of work.

6,500

The Financial Reporting Council (FRC) has highlighted that the quality of work by all audit firms needs to improve
across local audit. This will require additional supervision and leadership, as well as additional challenge and
scepticism in areas such as journals, estimates, financial resilience and information provided by the entity.

Lower materiality and new
standards.

4,500

Reflecting this higher profile, and the expectations of stakeholders, we propose to reduce the materiality level for all
major audits. For Buckinghamshire this means a change in materiality from approximately 2% to 1. 5%. This will
increase the volume and scope of our testing and reporting to those charged with governance, as well as providing
additional assurance in respect of the audit.

Pensions – valuation of net
pension liabilities under
International Auditing
Standard (IAS) 19

4,500

The Financial Reporting Council (FRC) has specifically highlighted that the quality and extent of work around IAS 19
valuations has to increase across local audit. We have increased the granularity, depth, and scope of coverage, with
increased levels of sampling, additional levels of challenge and explanation sought, and heightened levels of
documentation and reporting in this area.

PPE Valuation – work of
experts

9,500

The Financial Reporting Council (FRC) has specifically highlighted that the quality and extent of work around PPE
and Investment Property valuations has to increase across local audit. We have responded by engaging our own
audit expert and will increase the volume and scope of our audit work to ensure an adequate
level of audit scrutiny and challenge over the assumptions that underpin PPE valuations.
This fee increase includes an estimate for the fee payable to the auditor’s expert. We estimate that the cost of the
auditors expert will be in the region of £5,000.

Revised scale fee (to be
approved by PSAA)

£92,828

© 2020 Grant Thornton UK LLP | External Audit Plan for Buckinghamshire County Council | 2019/20
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11. Independence & non-audit services
Auditor independence
Ethical Standards and ISA (UK) 260 require us to give you timely disclosure of all significant facts and matters that may bear upon the integrity, objectivity and independence of the firm
or covered persons relating to our independence. We encourage you to contact us to discuss these or any other independence issues with us. We will also discuss with you if we make
additional significant judgements surrounding independence matters.
We confirm that there are no significant facts or matters that impact on our independence as auditors that we are required or wish to draw to your attention. We have complied with the
Financial Reporting Council's Ethical Standard and we as a firm, and each covered person, confirm that we are independent and are able to express an objective opinion on the financial
statements.
We confirm that we have implemented policies and procedures to meet the requirements of the Financial Reporting Council’s Ethical Standard and we as a firm, and each covered
person, confirm that we are independent and are able to express an objective opinion on the financial statements. Further, we have complied with the requirements of the National Audit
Office’s Auditor Guidance Note 01 issued in December 2017 and PSAA’s Terms of Appointment which set out supplementary guidance on ethical requirements for auditors of local
public bodies.
Other services provided by Grant Thornton
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For the purposes of our audit we have made enquiries of all Grant Thornton UK LLP teams providing services to the Authority. The following other services were identified.

Service

£

Threats

Safeguards

Self-Interest (because
this is a recurring fee)

The level of this recurring fee taken on its own is not considered a significant threat to independence as the fee
for this work is £7,500 in comparison to the total fee for the audit of £92,066 and in particular relative to Grant
Thornton UK LLP’s turnover overall. Further, it is a fixed fee and there is no contingent element to it. These
factors all mitigate the perceived self-interest threat to an acceptable level.

Audit related:
Agreed upon procedures
in respect of the Teachers'
Pension Scheme

7,500

The amounts detailed are fees agreed to-date for audit related and non-audit services to be undertaken by Grant Thornton UK LLP in the current financial year. These services are
consistent with the Authority’s policy on the allotment of non-audit work to your auditors. All services have been approved by the Audit Committee. Any changes and full details of all fees
charged for audit related and non-audit related services by Grant Thornton UK LLP and by Grant Thornton International Limited network member Firms will be included in our Audit
Findings report at the conclusion of the audit.
None of the services provided are subject to contingent fees.
The firm is committed to improving our audit quality – please see our transparency report - https://www.grantthornton.co.uk/globalassets/1.-member-firms/united-kingdom/pdf/annualreports/interim-transparency-report-2019.pdf
© 2020 Grant Thornton UK LLP | External Audit Plan for Buckinghamshire County Council | 2019/20
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Appendices
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A.

Audit Quality – national context
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Appendix A: Audit Quality – national context
What has the FRC said about Audit Quality?

What are we doing to address FRC findings?

The Financial Reporting Council (FRC) publishes an annual Quality Inspection of our firm,
alongside our competitors. The Annual Quality Review (AQR) monitors the quality of UK
Public Interest Entity audits to promote continuous improvement in audit quality.

In response to the FRC’s findings, the firm is responding vigorously and with purpose. As
part of our Audit Investment Programme (AIP), we are establishing a new Quality Board,
commissioning an independent review of our audit function, and strengthening our senior
leadership at the highest levels of the firm, for example through the appointment of Fiona
Baldwin as Head of Audit. We are confident these investments will make a real difference.

All of the major audit firms are subject to an annual review process in which the FRC
inspects a small sample of audits performed from each of the firms to see if they fully
conform to required standards.

•

improve the extent and rigour of challenge of management in areas of judgement

We have also undertaken a root cause analysis and put in place processes to address the
issues raised by the FRC. We have already implemented new training material that will
reinforce the need for our engagement teams to challenge management and demonstrate
how they have applied professional scepticism as part of the audit. Further guidance on
auditing areas such as revenue has also been disseminated to all audit teams and we will
continue to evolve our training and review processes on an ongoing basis.

•

improve the consistency of audit teams’ application of professional scepticism

What will be different in this audit?

•

strengthen the effectiveness of the audit of revenue

•

improve the audit of going concern

•

improve the audit of the completeness and evaluation of prior year adjustments.

We will continue working collaboratively with you to deliver the audit to the agreed
timetable whilst improving our audit quality. In achieving this you may see, for example, an
increased expectation for management to develop properly articulated papers for any new
accounting standard, or unusual or complex transactions. In addition, you should expect
engagement teams to exercise even greater challenge management in areas that are
complex, significant or highly judgmental which may be the case for accounting estimates,
going concern, related parties and similar areas. As a result you may find the audit process
even more challenging than previous audits. These changes will give the audit committee –
which has overall responsibility for governance - and senior management greater
confidence that we have delivered a high quality audit and that the financial statements are
not materially misstated. Even greater challenge of management will also enable us to
provide greater insights into the quality of your finance function and internal control
environment and provide those charged with governance confidence that a material
misstatement due to fraud will have been detected.

The most recent report, published in July 2019, shows that the results of commercial audits
taken across all the firms have worsened this year. The FRC has identified the need for
auditors to:

Page 22

The FRC has also set all firms the target of achieving a grading of ‘2a’ (limited
improvements required) or better on all FTSE 350 audits. We have set ourselves the same
target for public sector audits from 2019/20.
Other sector wide reviews
Alongside the FRC, other key stakeholders including the Department for Business, energy
and Industrial Strategy (BEIS) have expressed concern about the quality of audit work and
the need for improvement. A number of key reviews into the profession have been
undertaken or are in progress. These include the review by Sir John Kingman of the
Financial Reporting Council (Dec 2018), the review by the Competition and Markets
authority of competition within the audit market, the ongoing review by Sir Donald Brydon
of external audit, and specifically for public services, the Review by Sir Tony Redmond of
local authority financial reporting and external audit. As a firm, we are contributing to all
these reviews and keen to be at the forefront of developments and improvements in public
audit.

We will still plan for a smooth audit and ensure this is completed to the timetable agreed.
However, there may be instances where we may require additional time for both the audit
work to be completed to the standard required and to ensure management have
appropriate time to consider any matters raised. This may require us to agree with you a
delay in signing the announcement and financial statements. To minimise this risk, we will
keep you informed of progress and risks to the timetable as the audit progresses.
We are absolutely committed to delivering audit of the highest quality and we should be
happy to provide further detail about our improvement plans should you require it.
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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 planning 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 the
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of, and do not obligate, one another and are not liable for one another’s acts or omissions.
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1. Introduction & headlines
Purpose

This document provides an overview of the planned scope and timing of the statutory
audit of Buckinghamshire Pension Fund (‘the Pension Fund’) for those charged with
governance.
Respective responsibilities
The National Audit Office (‘the NAO’) has issued a document entitled Code of Audit
Practice (‘the Code’). This summarises where the responsibilities of auditors begin
and end and what is expected from the audited body. Our respective responsibilities
are also set out in the Terms of Appointment and Statement of Responsibilities
issued by Public Sector Audit Appointments (PSAA), the body responsible for
appointing us as auditor of Buckinghamshire Pension Fund. We draw your attention
to both of these documents on the PSAA website.

Scope of our audit
The scope of our audit is set in accordance with the Code and International Standards on
Auditing (ISAs) (UK). We are responsible for forming and expressing an opinion on the
Pension Fund’s financial statements that have been prepared by management with the
oversight of those charged with governance (the Regulatory and Audit Committee).
The audit of the financial statements does not relieve management or the Regulatory Audit
Committee of your responsibilities. It is your responsibility to ensure that proper arrangements
are in place for the conduct of your business, and that public money is safeguarded and
accounted for properly.
Our audit approach is based on a thorough understanding of your business and is risk based.
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The current environment
As you are no doubt aware, the unprecedented global response to the Covid-19 pandemic has led us to consider the impact on our audit approach this year. The significance of the
situation cannot be underestimated and the implications for individuals, organisations and communities remains highly uncertain. For our public sector audited bodies, we appreciate
the significant responsibility and burden your staff have to ensure vital public services are provided. The Fund will also be specifically facing a number of tough challenges around
covenant strengths, funding, investment, governance and communications to members. As far we can, our aim is to work with you in these unprecedented times, ensuring up to date
communication and flexibility where possible in our audit procedures.
Management and those charged with governance are still required to prepare financial statements in accordance with the relevant accounting standards and the Code of Audit
Practice, albeit to an extended deadline for the preparation of the financial statements up to 31 August 2020 and the date for audited financials statements to 30 November 2020,
however we will liaise with management to agree appropriate timescales. We continue to be responsible for forming and expressing an opinion on the Fund’s financial statements.
In order to fulfil our responsibilities under International Auditing Standards (ISA’s (UK)) we have revisited our planning risk assessment. We may also need to consider implementing
changes to the procedures we had planned and reported in our Audit Plan to reflect current restrictions to working practices, such as the application of technology to allow remote
working.
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1. Introduction & headlines
Significant risks

Those risks requiring special audit consideration and procedures to address the likelihood of a material financial statement error have been
identified as:
•

Management override of controls;

•

Level 3 asset valuations.

•

Impact of Covid 19

We will communicate significant findings on these areas as well as any other significant matters arising from the audit to you in our Audit
Findings (ISA 260) Report.
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Materiality

We have determined materiality at the planning stage of our audit to be £30m (PY £28m) for the Pension Fund, which equates to
approximately 1% of your prior year net assets for the year. We are obliged to report uncorrected omissions or misstatements other than
those which are ‘clearly trivial’ to those charged with governance. Clearly trivial has been set at £1.5m (PY £1.4m).

Audit logistics

Our interim visit will take place in March and our final visit will take place in June and July. Our key deliverables are this Audit Plan and our
Audit Findings Report. Our audit approach is detailed in Appendix A.
Our fee for the audit will be £26,275 (PY: £19,275) for the Pension Fund, subject to meeting our requirements set out on page

Independence

We have complied with the Financial Reporting Council's Ethical Standard and we as a firm, and each covered person, confirm that we are
independent and are able to express an objective opinion on the financial statements..

© 2020 Grant Thornton UK LLP | External Audit Plan for Buckinghamshire Pension Fund | 2019/20
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2. Key matters impacting our audit
Factors
The wider picture and political uncertainty

Governance

•

Local Government funding continues to be stretched with
increasing cost pressures.

•

•

The market value of LGPS funds at end of March 2019 was
£287.2 billion (an increase of £16.3 billion or 6.0%) but for the first
time, the LGPS in England & Wales is now cashflow negative, with
benefit payments rising to £10.4bn while contributions fell to
£9.3bn. There are now over 18,000 employers. Local authorities
represent around 74% of scheme members.

•
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•

LGPS has undergone a full revaluation in 2019 in line with the
triennial programme. This will be reflected in your 2019/20
financial statements.
.
The UK left the EU on 31 January 2020 and the Coronavirus is
spreading across the globe. The economic impact of these factors
remains uncertain as is the wider global economic picture. You will
need to ensure that your investment strategy has considered
potential outcomes.

The Scheme Advisory Board (SAB) has
published the Good Governance – Phase
II Report. Proposals include having a
single named officer responsible for the
delivery of LGPS related activity for a
fund, an enhanced annual governance
compliance statement and establishing a
set of key performance indicators.

•

SAB is also consulting on Responsible
Investment guidance to assist and help
investment decision makers.

•

tPR continues to apply pressure on
pension schemes to improve the quality
of scheme member data. The 2019
valuation process will likely have thrown
up some data issues (large or small) that
need addressing.

Financial reporting and audit – raising the bar
The Financial Reporting Council (FRC) has set out its
expectation of improved financial reporting from
organisations and the need for auditors to
demonstrate increased scepticism and challenge, and
to undertake more robust testing as detailed in
Appendix 1.
Our work across the country in 2018/19 has
highlighted areas where financial reporting, needs to
be improved (in particular level 3 and financial
instrument investment valuations and disclosures),
with a corresponding increase in audit procedures.

Our response
•

We will consider the valuation of the pension assets in light of the
impact of Brexit and the Coronavirus.

•

We will review the disclosures in your financial statements and
Annual Report against our knowledge of you as an entity.

•

We will undertake additional work over your member data
accuracy and completeness as requested by Scheme Employer
auditors in this the triennial valuation year.

•

We will consider your responses to
the SAB initiatives and whether they
impact upon our risk assessment.

•

We will consider the impact of any
data issues raised as part of the
2019 valuation and recent internal
audit reports prior to testing member
data as part of our audit.

•

We will consider the internal
environment in relation to your
member data processing at Surrey
County Council in light of the recent
internal audit report which resulted in
a rating of ‘no assurance’.
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As a firm, we are absolutely committed to meeting
the expectations of the FRC with regard to audit
quality and financial reporting. Our proposed work
and fee is set out on page 10 of this Audit Plan.

5

Internal

3. Significant risks
Significant risks are defined by ISAs (UK) as risks that, in the judgement of the auditor, require special audit consideration. In identifying risks, audit teams consider the nature of the risk,
the potential magnitude of misstatement, and its likelihood. Significant risks are those risks that have a higher risk of material misstatement.
Risk

Reason for risk identification

The revenue cycle includes
Under ISA (UK) 240 there is a rebuttable presumed risk that revenue may be
fraudulent transactions (rebutted) misstated due to the improper recognition of revenue.
This presumption can be rebutted if the auditor concludes that there is no
risk of material misstatement due to fraud relating to revenue recognition.
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Management over-ride of controls

Key aspects of our proposed response to the risk
Having considered the risk factors set out in ISA240 and
the nature of the revenue streams at the Fund, we have
determined that the risk of fraud arising from revenue
recognition can be rebutted, because:
•

there is little incentive to manipulate revenue recognition

•

opportunities to manipulate revenue recognition are very
limited

•

the culture and ethical frameworks of local authorities,
including Buckinghamshire County Council and
Buckinghamshire Pension Fund, mean that all forms of
fraud are seen as unacceptable

Therefore we do not consider this to be a significant risk for
Buckinghamshire Pension Fund.

Under ISA (UK) 240 there is a non-rebuttable presumed risk that the risk of
management over-ride of controls is present in all entities. The Fund faces
external scrutiny of its spending and stewardship of funds and this could
potentially place management under undue pressure in terms of how they
report performance.
We therefore identified management override of control, in particular
journals, management estimates and transactions outside the course of
business as a significant risk.
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We will:
•

evaluate the design effectiveness of management
controls over journals;

•

analyse the journals listing and determine the criteria
for selecting unusual journals;

•

test unusual journals recorded during the year and after
the draft accounts stage for appropriateness and
corroboration;

•

gain an understanding of the accounting estimates and
critical judgements applied by management and
consider their reasonableness with regard to
corroborative evidence;

•

evaluate the rationale for any changes in accounting
policies, estimates or significant unusual transactions.
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3. Significant risks
Significant risks are defined by ISAs (UK) as risks that, in the judgement of the auditor, require special audit consideration. In identifying risks, audit teams consider the
nature of the risk, the potential magnitude of misstatement, and its likelihood. Significant risks are those risks that have a higher risk of material misstatement.

Risk

Reason for risk identification

Key aspects of our proposed response to the risk

Covid-19

The global outbreak of the Covid-19 virus pandemic has led to unprecedented
We will:
uncertainty for all organisations, requiring urgent business continuity arrangements • Work with management to understand the implications the
to be implemented. We expect current circumstances will have an impact on the
response to the Covid-19 pandemic has on the organisation’s
production and audit of the financial statements for the year ended 31 March 2020,
ability to prepare the financial statements and update financial
including and not limited to;
forecasts and assess the implications on our audit approach
• Remote working arrangements and redeployment of staff to critical front line
• Liaise with other audit suppliers, regulators and government
duties may impact on the quality and timing of the production of the financial
departments to co-ordinate practical cross sector responses to
statements, and the evidence we can obtain through physical observation
issues as and when they arise
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•

Volatility of financial and property markets will increase the uncertainty of
assumptions applied by management to asset valuation, and the reliability of
evidence we can obtain to corroborate management estimates

•

For instruments classified as fair value through profit and loss there may be a
need to review the Level 1-3 classification of the instruments if trading may
•
have reduced to such an extent that. quoted prices are not readily and regularly
available and therefore do not represent actual and regularly occurring market
transactions.
•
Whilst the nature of the Fund and its funding position (i.e. not in a winding up
position or no cessation event) means the going concern basis of preparation
•
remains appropriate management may need to consider whether material
uncertainties for a period of at least 12 months from the anticipated date of
approval of the audited financial statements have arisen; and
•
Disclosures within the financial statements will require significant revision to
reflect the unprecedented situation and its impact on the preparation of the
financial statements as at 31 March 2020 in accordance with IAS1, particularly
in relation to material uncertainties.

•

•

•

Evaluate the adequacy of the disclosures in the financial
statements in light of the Covid-19 pandemic including
management’s assessment of the impact of Covid 19 upon
employer covenants and forecast cashflows.
Evaluate whether sufficient audit evidence using alternative
approaches can be obtained for the purposes of our audit whilst
working remotely
Evaluate whether sufficient audit evidence can be obtained to
corroborate management’s fair value hierarchy disclosure
Evaluate whether sufficient audit evidence can be obtained to
corroborate significant management estimates such as Level 3
asset valuations, including direct property
Discuss with management any potential implications for our audit
report if we have been unable to obtain sufficient audit evidence

We therefore identified the global outbreak of the Covid-19 virus as a significant
risk, which was one of the most significant assessed risks of material misstatement
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3. Significant risks
Reason for risk identification

Key aspects of our proposed response to the risk

Valuation of Level 3 investments

You revalue your investments on an annual basis with the aim of ensuring
that the carrying value of these investments is not materially different from
their fair value at the balance sheet date.

We will:
•

evaluate management's processes for valuing Level 3
investments;

By their nature level 3 investment valuations lack observable inputs. These
valuations therefore represent a significant estimate by management in the
financial statements due to the size of the numbers involved (£153 million)
and the sensitivity of this estimate to changes in key assumptions.

•

review the nature and basis of estimated values and
consider what assurance management has over the
year end valuations provided for these types of
investments; against the requirements of the Code;

•

independently request year-end confirmations from
investment managers and custodian;

•

for a sample of investments, test the valuation by
obtaining and reviewing the audited accounts at the
latest date for individual investments and agreeing
these to the fund manager reports at that date.
Reconcile those values to the values at 31 March 2020
with reference to known movements in the intervening
period;

•

in the absence of available audited accounts, we will
evaluate the competence, capabilities and objectivity of
the valuation expert;

•

test revaluations made during the year to see if they
had been input correctly into the Pension Fund’s asset
register;

•

where available review investment manager service
auditor report on design effectiveness of internal
controls.
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Risk

Under ISA 315 significant risks often relate to significant non-routine
transactions and judgemental matters. Level 3 investments by their very
nature require a significant degree of judgement to reach an appropriate
valuation at year end.
Management utilise the services of investment managers and custodians as
valuation experts to estimate the fair value as at 31 March 2020.
We therefore identified valuation of Level 3 investments as a significant risk.

We will communicate significant findings on these areas as well as any other significant matters arising from the audit to you in our Audit Findings Report in July 2020.
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4. Other matters
Other work

Other material balances and transactions

The Pension Fund is administered by Buckinghamshire County Council (the ‘Council’), and
the Pension Fund’s accounts form part of the Council’s financial statements.

Under International Standards on Auditing, "irrespective of the assessed risks of material
misstatement, the auditor shall design and perform substantive procedures for each
material class of transactions, account balance and disclosure". All other material
balances and transaction streams will therefore be audited. However, the procedures will
not be as extensive as the procedures adopted for the risks identified in this report.

Therefore, as well as our general responsibilities under the Code of Practice a number of
other audit responsibilities also follow in respect of the Pension Fund, such as:
•

We read any other information published alongside the Council’s financial statements to
check that it is consistent with the Pension Fund financial statements on which we give
an opinion and is consistent with our knowledge of the Authority.

•

We consider our other duties under legislation and the Code, as and when required,
including:
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•

•

Giving electors the opportunity to raise questions about your 2019/20 financial
statements, consider and decide upon any objections received in relation to
the 2019/20 financial statements;

•

Issue of a report in the public interest or written recommendations to the Fund
under section 24 of the Act, copied to the Secretary of State.

•

Application to the court for a declaration that an item of account is contrary to
law under Section 28 or for a judicial review under Section 31 of the Act; or

•

Issuing an advisory notice under Section 29 of the Act.

Going concern
As auditors, we are required to “obtain sufficient appropriate audit evidence about the
appropriateness of management's use of the going concern assumption in the
preparation and presentation of the financial statements and to conclude whether there is
a material uncertainty about the Pension Fund's ability to continue as a going concern”
(ISA (UK) 570).
Currently, the accounts of the Pension Fund are expected to be prepared on a going
concern basis. We will review management's assessment of the going concern
assumption and any material uncertainties and evaluate the disclosures in the financial
statements.

We carry out work to satisfy ourselves on the consistency of the pension fund financial
statements included in the pension fund annual report with the audited Fund accounts.

© 2020 Grant Thornton UK LLP | External Audit Plan for Buckinghamshire Pension Fund | 2019/20
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5. Materiality
The concept of materiality
The concept of materiality is fundamental to the preparation of the financial statements
and the audit process and applies not only to the monetary misstatements but also to
disclosure requirements and adherence to acceptable accounting practice and
applicable law. Misstatements, including omissions, are considered to be material if
they, individually or in the aggregate, could reasonably be expected to influence the
economic decisions of users taken on the basis of the financial statements.

Prior year net assets
£3,070.2m Pension Fund

Materiality
£30m
Pension Fund financial
statements materiality

Materiality for planning purposes

(PY: £28m)
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We have determined financial statement materiality based on a proportion of the net
assets of the Pension Fund for the financial year. In the prior year we used the same
benchmark. Materiality at the planning stage of our audit is £30m (PY £28m) for the
Pension Fund, which equates to approximately 1% of your prior year net assets for the
year.
We reconsider planning materiality if, during the course of our audit engagement, we
become aware of facts and circumstances that would have caused us to make a
different determination of planning materiality.
Matters we will report to the Regulatory and Audit Committee
Whilst our audit procedures are designed to identify misstatements which are material to
our opinion on the financial statements as a whole, we nevertheless report to the
Regulatory and Audit Committee any unadjusted misstatements of lesser amounts to
the extent that these are identified by our audit work. Under ISA 260 (UK)
‘Communication with those charged with governance’, we are obliged to report
uncorrected omissions or misstatements other than those which are ‘clearly trivial’ to
those charged with governance. ISA 260 (UK) defines ‘clearly trivial’ as matters that are
clearly inconsequential, whether taken individually or in aggregate and whether judged
by any quantitative or qualitative criteria. In the context of the Pension Fund, we
propose that an individual difference could normally be considered to be clearly trivial if
it is less than £1.5m (PY £1.4m).
If management have corrected material misstatements identified during the course of
the audit, we will consider whether those corrections should be communicated to the
Regulatory and Audit Committee to assist it in fulfilling its governance responsibilities.

© 2020 Grant Thornton UK LLP | External Audit Plan for Buckinghamshire Pension Fund | 2019/20

£1.5m
Prior year net assets

Materiality

Misstatements reported
to the Regulatory and
Audit Committee
(PY: £1.4m)
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9. Audit logistics & team
Audit and Governance
Committee
June 2020

Year end audit
July 2020

Interim audit
March to April
Planning and
risk assessment

Audit and Governance
Committee
22 July 2020

Audit
Findings
Report

Audit
Plan

Audit and Governance
Committee
30 September 2020

Audit
opinion
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[
Iain
Murray, Key Audit Partner

Client responsibilities

Iain will be the main point of contact for the Chief Executive and
Members. Iain will share his wealth of knowledge and experience
across the sector providing challenge, sharing good practice and
acting as a sounding board with Members and the Regulatory and
Audit Committee. Iain will review all reports and the team’s work,
focussing his time on the key risk areas of the audit.

Where clients do not deliver to the timetable agreed, we need to ensure that this does not
impact on audit quality or absorb a disproportionate amount of time, thereby
disadvantaging other clients. Where the elapsed time to complete an audit exceeds that
agreed due to a client not meeting its obligations, we will not be able to maintain a team on
site. Similarly, where additional resources are needed to complete the audit due to a client
not meeting their obligations, we are not able to guarantee the delivery of the audit to the
agreed timescales. In addition, delayed audits will incur additional audit fees.

Sheena Phillips, Audit Manager
Sheena will work with senior members of the finance team
ensuring testing is delivered and any accounting issues are
addressed on a timely basis. Sheena will ensure our audit is
tailored specially to you and a high-quality audit is delivered
efficiently. Sheena will undertake reviews of the team’s work and
draft reports for the Regulatory and Audit Committee, ensuring they
remain concise and understandable.
Omer Awais, Audit Assistant Manager
Omer will lead the onsite team and will be the day to day contact
for the audit. Omer will monitor the deliverables, including
managing the query log with your finance team and highlighting
any significant issues and adjustments to senior management.
Mary will undertake the more technical aspects of the audit, coach
the junior members of the team and review the teams’ work
© 2020 Grant Thornton UK LLP | External Audit Plan for Buckinghamshire Pension Fund | 2019/20

Our requirements
To minimise the risk of a delayed audit, you need to ensure that you:
•

produce draft financial statements of good quality by the deadline you have agreed with
us, including all notes, the narrative report and the Annual Governance Statement

•

ensure that good quality working papers are available at the start of the audit, in
accordance with the working paper requirements schedule that we have shared with
you

•

ensure that the agreed data reports are available to us at the start of the audit and are
reconciled to the values in the accounts, in order to facilitate our selection of samples

•

ensure that all appropriate staff are available on site throughout (or as otherwise
agreed) the planned period of the audit

•

respond promptly and adequately to audit queries.
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7. Audit fees
.

Planned audit fees 2019/20
Across all sectors and firms, the FRC has set out its expectation of improved financial reporting from organisations and the need for auditors to demonstrate increased scepticism and challenge
and to undertake additional and more robust testing. Within the public sector, where the FRC has recently assumed responsibility for the inspection of local government audit, the regulator
requires that all audits achieve a 2A (few improvements needed) rating.
Our work across the sector in 2018/19 has highlighted areas where local government pension fund financial reporting, in particular, scrutiny of the valuation of hard to value investments needs to
be improved. Combined with the FRC requirement that 100% of audits achieve a 2A rating this means that additional audit work is required. We have set out below the expected impact on our
audit fee. The table overleaf provides more details about the areas where we will be undertaking further testing.
As a firm, we are absolutely committed to meeting the expectations of the FRC with regard to audit quality and local government financial reporting. Our proposed fee at the planning stage is set
out below, with further analysis overleaf.
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Pension Fund Audit

Total audit fees (excluding VAT)

Actual Fee 2018/19

Proposed fee 2019/20

£19,275

£29,275

£19,275

£29,275

Assumptions:
In setting the above fees, we have assumed that you will:
- prepare a good quality set of accounts, supported by comprehensive and well-presented working papers which are ready at the start of the audit
- provide appropriate analysis, support and evidence to support all critical judgements and significant judgements made during the course of preparing the financial statements
- provide early notice of proposed complex or unusual transactions which could have a material impact on the financial statements.
Relevant professional standards:
In preparing our fee estimate, we have had regard to all relevant professional standards, including paragraphs 4.1 and 4.2 of the FRC’s Ethical Standard which stipulate that the Engagement Lead
(Key Audit Partner) must set a fee sufficient to enable the resourcing of the audit with staff of appropriate skills, time and abilities to deliver an audit to the required professional standard.

© 2020 Grant Thornton UK LLP | External Audit Plan for Buckinghamshire Pension Fund | 2019/20
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Audit fee variations – further analysis
Planned audit fees
The table below shows the planned variations to the original scale fee for 2019/20 based on our best estimate at the audit planning stage. Further issues identified during the course of
the audit may incur additional fees.
£

Scale fee

19,275

Raising the bar

£3,500

The Financial Reporting Council (FRC) has highlighted that the quality of work by all audit firms needs to improve
across local audit. This will require additional supervision and leadership, as well as additional challenge and
scepticism in areas such as journals, estimates, financial resilience and information provided by the entity.

Valuation of level 3
investments

£4,500

The Financial Reporting Council (FRC) has highlighted that the quality of work by all audit firms in respect of
valuations of hard to value investments needs to improve across the sector. Accordingly, we plan to enhance the
scope and coverage of our work to ensure an adequate level of audit scrutiny and challenge over the assumptions
and evidence that underpin the valuations of level 3 investments this year to reflect the expectations of the FRC and
ensure we issue a safe audit opinion.

Triennial Revaluation

£2,000

We will need to carry out additional work this year in respect of the triennial revaluation carried out by the actuary.

Revised scale fee
(subject to PSAA
approval)

29,275

Page 37

Audit area

Rationale for fee variation

© 2020 Grant Thornton UK LLP | External Audit Plan for Buckinghamshire Pension Fund | 2019/20
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8. Independence & non-audit services
Auditor independence
Ethical Standards and ISA (UK) 260 require us to give you timely disclosure of all significant facts and matters that may bear upon the integrity, objectivity and independence of the firm
or covered persons relating to our independence. We encourage you to contact us to discuss these or any other independence issues with us. We will also discuss with you if we make
additional significant judgements surrounding independence matters.
We confirm that there are no significant facts or matters that impact on our independence as auditors that we are required or wish to draw to your attention. We have complied with the
Financial Reporting Council's Ethical Standard and we as a firm, and each covered person, confirm that we are independent and are able to express an objective opinion on the financial
statements.
We confirm that we have implemented policies and procedures to meet the requirements of the Financial Reporting Council’s Ethical Standard and we as a firm, and each covered
person, confirm that we are independent and are able to express an objective opinion on the financial statements. Further, we have complied with the requirements of the National Audit
Office’s Auditor Guidance Note 01 issued in December 2017 and PSAA’s Terms of Appointment which set out supplementary guidance on ethical requirements for auditors of local
public bodies.
Other services provided by Grant Thornton
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For the purposes of our audit we have made enquiries of all Grant Thornton UK LLP teams providing services to the Pension Fund. The following other services were identified.

Service

£

Threats

Safeguards

Self-Interest
(because this
is a recurring
fee)

The level of this recurring fee taken on its own is not considered a significant threat to
independence as the fee for this work is £7,000 in comparison to the total fee for the
audit of £29,275 and in particular relative to Grant Thornton UK LLP’s turnover overall.
This mitigates the perceived self-interest threat to an acceptable level.

Audit related:
Provision of IAS 19
Assurances to Scheme
Employer auditors

7,000

The amounts detailed are fees agreed to-date for audit related and non-audit services to be undertaken by Grant Thornton UK LLP in the current financial year. These services are
consistent with your policy on the allotment of non-audit work to your auditors. All services have been approved by the Audit Committee. Any changes and full details of all fees charged
for audit related and non-audit related services by Grant Thornton UK LLP and by Grant Thornton International Limited network member Firms will be included in our Audit Findings
report at the conclusion of the audit.
None of the services provided are subject to contingent fees.
The firm is committed to improving our audit quality – please see our transparency report - https://www.grantthornton.co.uk/globalassets/1.-member-firms/united-kingdom/pdf/annualreports/interim-transparency-report-2019.pdf
© 2020 Grant Thornton UK LLP | External Audit Plan for Buckinghamshire Pension Fund | 2019/20
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Appendices
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A.

Audit Quality – national context
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Appendix A: Audit Quality – national context
What has the FRC said about Audit Quality?

What are we doing to address FRC findings?

The Financial Reporting Council (FRC) publishes an annual Quality Inspection of our firm,
alongside our competitors. The Annual Quality Review (AQR) monitors the quality of UK
Public Interest Entity audits to promote continuous improvement in audit quality.

In response to the FRC’s findings, the firm is responding vigorously and with purpose. As
part of our Audit Investment Programme (AIP), we are establishing a new Quality Board,
commissioning an independent review of our audit function, and strengthening our senior
leadership at the highest levels of the firm, for example through the appointment of Fiona
Baldwin as Head of Audit. We are confident these investments will make a real difference.

All of the major audit firms are subject to an annual review process in which the FRC
inspects a small sample of audits performed from each of the firms to see if they fully
conform to required standards.

•

improve the extent and rigour of challenge of management in areas of judgement

We have also undertaken a root cause analysis and put in place processes to address the
issues raised by the FRC. We have already implemented new training material that will
reinforce the need for our engagement teams to challenge management and demonstrate
how they have applied professional scepticism as part of the audit. Further guidance on
auditing areas such as revenue has also been disseminated to all audit teams and we will
continue to evolve our training and review processes on an ongoing basis.

•

improve the consistency of audit teams’ application of professional scepticism

What will be different in this audit?

•

strengthen the effectiveness of the audit of revenue

•

improve the audit of going concern

•

improve the audit of the completeness and evaluation of prior year adjustments.

We will continue working collaboratively with you to deliver the audit to the agreed
timetable whilst improving our audit quality. In achieving this you may see, for example, an
increased expectation for management to develop properly articulated papers for any new
accounting standard, or unusual or complex transactions. In addition, you should expect
engagement teams to exercise even greater challenge management in areas that are
complex, significant or highly judgmental which may be the case for accounting estimates,
going concern, related parties and similar areas. As a result you may find the audit process
even more challenging than previous audits. These changes will give the audit committee –
which has overall responsibility for governance - and senior management greater
confidence that we have delivered a high quality audit and that the financial statements are
not materially misstated. Even greater challenge of management will also enable us to
provide greater insights into the quality of your finance function and internal control
environment and provide those charged with governance confidence that a material
misstatement due to fraud will have been detected.

The most recent report, published in July 2019, shows that the results of commercial audits
taken across all the firms have worsened this year. The FRC has identified the need for
auditors to:
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The FRC has also set all firms the target of achieving a grading of ‘2a’ (limited
improvements required) or better on all FTSE 350 audits. We have set ourselves the same
target for public sector audits from 2019/20.
Other sector wide reviews
Alongside the FRC, other key stakeholders including the Department for Business, energy
and Industrial Strategy (BEIS) have expressed concern about the quality of audit work and
the need for improvement. A number of key reviews into the profession have been
undertaken or are in progress. These include the review by Sir John Kingman of the
Financial Reporting Council (Dec 2018), the review by the Competition and Markets
Pension Fund of competition within the audit market, the ongoing review by Sir Donald
Brydon of external audit, and specifically for public services, the Review by Sir Tony
Redmond of local Pension Fund financial reporting and external audit. As a firm, we are
contributing to all these reviews and keen to be at the forefront of developments and
improvements in public audit.

We will still plan for a smooth audit and ensure this is completed to the timetable agreed.
However, there may be instances where we may require additional time for both the audit
work to be completed to the standard required and to ensure management have
appropriate time to consider any matters raised. This may require us to agree with you a
delay in signing the announcement and financial statements. To minimise this risk, we will
keep you informed of progress and risks to the timetable as the audit progresses.
We are absolutely committed to delivering audit of the highest quality and we should be
happy to provide further detail about our improvement plans should you require it.

© 2020 Grant Thornton UK LLP | External Audit Plan for Buckinghamshire Pension Fund | 2019/20
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Agenda Item 10

Report to Audit and Governance Committee
Date: 10 June 2020
Title: 2020/21 Business Assurance Strategy (including draft Internal Audit Plan)
Author and/or contact officer: Maggie Gibb (Head of Business Assurance (& Chief Internal
Auditor)
Ward(s) affected: N/A
Recommendations: Members are recommended to note the Business Assurance Strategy
and approve the proposed Q2 audits from the 2020/21 Internal Audit Plan.
Reason for decision: N/A

Executive summary
1.1

The purpose of the report is to present the draft 2020/21 Business Assurance
Strategy and the draft Internal Audit Plan, and provide the context behind the impact
of the Covid-19 pandemic on this.

1.2

At this stage, we are only asking members to approve a small element of the draft
2020/21 Internal Audit Plan to enable assurance activity to commence in June 2020.

Content of report
1.3

The original 2020/21 Internal Audit Plan (Appendix B) had been prepared in
consultation with the S151 Officers and internal audit and risk leads from the
sovereign councils, as well as discussions with the Corporate and Service Directors
for Buckinghamshire Council.

1.4

This original plan was presented to the Chief Executive’s Implementation Group (CIG)
and agreed in principle recognising that the plan needed to be fluid and adaptable to
react to the changing risk landscape and emerging issues.
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1.5

Due to the impact of the Covid-19 pandemic on the council, and further to
conversations with various other Heads of Internal Audit, and taking into account
other advice from professional bodies, we have been carefully considering what we
need to achieve in 2020/21 with regards Internal Audit work during these
unprecedented times and are mindful that a proportionate approach to Internal
Audit must be taken to allow council staff and members to focus on the recovery
from the Covid-19 crisis and council priorities.

1.6

A number of officers from the Business Assurance Team were redeployed to support
the council’s response to Covid-19, and it was agreed that the continuation of
“business as usual” within this team was not a high priority, and so the majority of
audit and assurance activity was put on hold. The exception to this was the risk
management activity to support the Covid-19 response, and the work within the
Counter Fraud team which has been focussed primarily on the Business Rate Grants
process.

1.7

As a result, the Head of Business Assurance (& Chief Auditor) has started the
challenging task of liaising with the Corporate and Service Directors to decide which
areas of audit activity should not be carried out this year, but in the context of being
able to provide adequate assurance over key risk areas and provide an opinion at the
end of the year.

1.8

This task is further complicated by the increased risks faced through the Unitary
transition and the need to ensure that the key control framework is operating
effectively to mitigate the risks.

1.9

The review of the draft Internal Audit Plan will be taking place during June 2020, and
the revised plan will be presented to Audit and Governance Committee at the end of
July for approval.

1.10

However, we do have a number of audits which we wish to progress and are in the
process of liaising with the relevant Service Director to commence the planning
process:
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1.11
Directorate

Service

Audit Area

Adult’s, Health and
Housing

Quality Standards and
Performance

Quality Assurance Framework

Children’s Services

Social Care

Safer Recruitment

Children’s Services

Social Care

Case Management (Throughput)

Children’s Services

Education

Families First Grant Verification

Communities

Neighbourhood Services

Taxi Licensing

Corporate

All

Follow up of audit actions from
legacy councils

Planning, Growth and
Sustainability

N/A

Local Enterprise Partnership
(c/fwd from 19/20 BCC Audit
Plan)

Planning. Growth and N/A
Sustainability

LEP Growth Hub Funding –
Grant Verification

Resources

Finance/HR/IT

SAP Controls

Resources

HR

SAP Payroll Migration

Resources

IT

IT Security (including Cyber
Security)

Resources

Finance

Covid-19 Supplier Payments
Process

We will also commence our income generating audit activity at Buckinghamshire and
Milton Keynes Fire Authority.

Other options considered
1.12

N/A

Legal and financial implications
1.13

The Internal Audit plan will be delivered within the agreed existing budget.

Corporate implications
1.14

None.
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Consultation and communication
1.15

None.

Next steps and review
Consult with key stakeholders to fully revisit and revise Internal Audit Plan for
consideration by the Audit Board and approval by Audit and Governance Committee
in July 2020.

Background papers
2020/21 Buckinghamshire Council Business Assurance Strategy (including Internal
Audit Plan)
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BUCKINGHAMSHIRE COUNCIL
BUSINESS ASSURANCE STRATEGY
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DRAFT INTERNAL AUDIT PLAN 2020/21

Maggie Gibb
Head of Business Assurance (& Chief Internal Auditor)
June 2020
Appendix

BC 2020-21 Business Assurance Strategy - Internal Audit Plan for A&G v2 100620
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1.

Introduction

1.1

This paper details the Business Assurance Strategy, including the Internal Audit plan, the resources available and how we will be
delivering our service in 2020/21.

1.2

The Business Assurance Team delivers the Council’s Risk Management, Assurance, Internal Audit and Counter Fraud services.
The team operates under the Service Director for Corporate Finance within the Resources Directorate.

1.3

The outline Internal Audit plan 2020/21 is attached as Appendix 2. This plan was drafted during the Unitary transition phase and
before the Covid-19 pandemic.

1.4

The scope for each of the audit areas will be discussed with the Corporate and/or Service Directors, and a brief summary of key
risks areas for audits due in next quarter will be presented to the Audit and Governance Committee.

1.5

The work plan will remain flexible and evolve during the year to meet the needs of unplanned demands, especially in the
context of the response to and recovery from the Covid-19 pandemic. It is expected that additional areas of internal audit
assurance activity will be required such as the management of personal protective equipment and remote working.

2.

Internal Audit Strategy

2.1

The Accounts and Audit Regulations 2015 (S5) state that the Council must undertake an effective internal audit to evaluate the
effectiveness of its risk management, control and governance processes, taking into account public sector internal auditing
standards or guidance; these are defined as the Public Sector Internal Auditing Standards 2017.

2.2

The Public Sector Internal Auditing Standards defines “Internal auditing is an independent, objective assurance and consulting
activity designed to add value and improve an organisation’s operations. It helps an organisation accomplish its objectives by
bringing a systematic, disciplined approach to evaluate and improve the effectiveness of risk management, control and
governance processes.”

2.3

The Chief Internal Auditor is required to provide an annual report on the system of internal control which is used to inform the
Council’s Annual Governance Statement. In providing this opinion, we are required to review annually the financial
management, risk management and governance processes operating within the Council. This includes reviewing internal control
systems for key processes on a risk basis.
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2.4

The Council will work towards a combined assurance model using the “three lines of defence” approach, with Internal Audit
operating as the third line of defence. The first line of defence is achieved by the management controls and systems within each
of the services, and the second line of defence from the professional leads responsible for monitoring the key governance
frameworks such as finance, HR, technology, contract management and decision making. The model will be embedded into the
governance reporting process during 2020/21, which will include to the Directorate Boards, Corporate Management Team and
the Audit and Governance Committee. This is being developed alongside the Code of Corporate Governance for
Buckinghamshire Council.

2.5

The priorities for the remainder of the first quarter are as follows:
• complete the audit activity which has been “carried forward” from the legacy authorities due to Covid-19 priorities;
• counter fraud investigations; and
• urgent Covid-19 related audit activity such as supplier payments and business rate grants.

2.6

To provide an opinion on the system of internal control, the Chief Internal Auditor will use the work undertaken by the Business
Assurance Team:
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• The Senior Business Assurance Officer focuses on the system of risk management, and the performance risks within the
key services, including the major contracts, projects and transformation programmes. It is also the responsibility of this
team to co-ordinate the combined assurance reporting which includes monitoring and reviewing the completeness of
the management control, (first line of defence) and the professional lead statements, (second line of defence). Quarterly
updates and a year-end combined assurance report will be produced for each of the Directorates.
• The Internal Audit team reviews the key control processes across the organisation, including those supporting critical
service areas. The activity focusses on governance, and internal control, including financial management and fraud risk.
As the third line of assurance, it is the role of Internal Audit to consider the adequacy and effectiveness of the first two
lines of assurance.
2.7

The Business Assurance Team will continue to support the Professional Leads and Corporate Directors in developing their
assurance frameworks, by providing advice and guidance.

BC 2020-21 Business Assurance Strategy - Internal Audit Plan for A&G v2 100620
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3

Audit Planning Methodology

3.1

The Internal Audit plan is produced with reference to the Strategic and Directorate Risk Registers. The plan is also informed
through discussion with the Senior Leadership Teams for each Directorate, Heads of Finance, and the Deputy Chief Executive.
Quarterly meetings with the Corporate Directors and the Statutory Officers Group are scheduled to ensure the plan is kept
under continuous review.

3.2

The plan will also be reviewed quarterly in conjunction with the combined assurance reports and strategic risk register, and
presented to the Audit Board and Audit and Governance Committee for consideration and comment.

3.3

The Audit Plan will continue to be influenced by external organisations and statutory bodies we work with and provide
assurance to.

3.4

Counter-fraud is a key responsibility for the Business Assurance Team to lead on, and in 2020/21 this will be focussed on
overseeing the investigation of NFI data matches, and responding to referrals of suspected fraud and financial irregularity, as
well as a programme of pro-active activity. The audit planning will include a review of the fraud risks with the Heads of Finance
and contract risks with the Commissioning and Supplier Management Group.

3.5

Improving the robustness of contract management across the Council is a priority, as this is a key fraud risk area. The audit
activity in relation to contracts will support this programme of improvement and focus on a sample of major contracts and the
overall management control in particular the refresh of the Contract Management Application as a key assurance tool, and the
key financial processes including procurement of goods and services and payments to providers.

4.

Resources

4.1

The Business Assurance Team is currently resourced with a mix of in-house staff and a partnership arrangement with the APEX
London Audit Framework. The framework is hosted by the London Borough of Croydon and the audit service is currently
provided by Mazars. This arrangement allows for a flexible approach, and enables us to respond swiftly to urgent requests for
resource such as for investigations. The framework also enables us to request specialist resource such as IT auditors and
contract auditors where the in-house team do not have the appropriate technical skills.
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Business Assurance Structure:

Head of Business
Assurance
Maggie Gibb
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Audit Manager
Selina Harlock

Senior Auditors
(2.6FTE)
Mary-Anne Stanford

Audit and Fraud
Manager
Michael Frost

Business Assurance
Graduate
Helen Siegieda

Mazars Auditor
(Secondment)
Vacanct Post
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Senior Business
Assurance Officer
(Risk)
Caroline Jenkins

Business
Assurance
Manager
Mike Howard

Senior Corporate
Investigator
Katie Nagiel

4.3

The number of days available for the Business Assurance activity can be broken down as follows:

Resource

Approximate
available days*
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Head of Business Assurance (& Chief Auditor)

150

Audit Manager/Audit and Fraud Manager/Business Assurance
Manager

900

Senior Auditors

520

Senior Corporate Investigator

160

Senior Business Assurance Officer

200

Graduate

200

Specialist/Outsourced

400

Total

2530

*including training and development, team meetings etc.
Overall the total planned days on Business Assurance activity is approximately 2530 days, of which 100 days is delivering an
Internal Audit service to Buckinghamshire and Milton Keynes Fire Authority, and 20 days to Academies. This includes risk
management, internal audit, assurance and counter fraud work.
4.4

A number of contingency days have been set aside for unplanned events / issues that inevitably arise.
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5

Performance Monitoring / Reporting

5.1

The proposed Business Assurance performance indicators for 2020/21 are attached as Appendix 1 to this report, and will form
part of the Resources Directorate Plan monitoring.

5.2

The Audit and Governance Committee will receive a quarterly report, including the next quarters plan for approval, a status
update on the approved work plans, and a summary of the outcomes of completed audits.
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Appendix 1 – Business Assurance Team Key Performance Indicators
No.

Key Performance Indicator (KPI)

2020/21
Target
90%

1

Draft internal audit reports issued within 15 working days of exit meeting (monthly)

2
3

Final internal audit reports issued within 10 working days of management responses (monthly)
Internal audits completed to the satisfaction of the client (quarterly)

100%
95%

4

Audit actions in the draft internal audit report that are accepted by the client (monthly)

90%

5

Delivery of Internal Audit Plan (annual measure)

95%

6

Corporate Reporting Timelines being met (CMT/RMG/A&G) (monthly)

95%
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KPI 1 Is monitored from the date of exit meeting.
KPI 2 is monitored from the date of which the last management response(s) is/are received
KPI 3 Is a Quality assessment of work done by internal audit.
KPI 4 Quality assessment which confirms the relevance and appropriateness of the work done by internal audit through the
recommendations made.
KPI 4 Combined measure which requires collaboration to agree the importance of the work of internal audit and how it strengthens the
whole control framework of the Council.
KPI 5 Is a performance control which confirms the annual audit plan is completed within year.
KPI 6 is monitored through the forward plans/reporting deadlines as set corporately
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Appendix 2 – 2020/21 Draft Internal Audit Plan (pre-Covid 19)

Directorate

Service

Audit Title

Governance

Planned Days
20/21

Planned Days
21/22

20

20

Savings
Corporate

Policy,
Performance &
Communications

Deputy Chief
Executive
Localities &
Strategic
Partnerships

Service
Improvement

Legal & Democratic

20

Business Cases

20

20

Budget Management

20

20

Grants

40

40

Information Governance

20

20

Consultations

10

GDPR

15

15

Records Management

10

Strategic Partnerships

15

Community Boards

15

Lottery

10

Devolution Funding

15

Performance Management

10

Transformation/projects

50

Legal Services

10

Democratic Services
Elections

10
15
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50

Appendix 2 – 2020/21 Draft Internal Audit Plan (pre-Covid 19)

Planned Days
20/21

Planned Days
21/22

Treasury Management

15

15

Pensions

10

10

Accounts Payable

20

15

Accounts Receivable

20

15

Capital Programme

20

15

Procurement

20

15

Contract Management

40

40

SAP

40

30

Debt Management

20

15

CTRS/HB

25

25

Directorate

Audit Title

Finance

Resources

Insurance

HR

10

Council Tax

25

25

NNDR

20

20

Feeder Systems

30

30

Payroll

25

20

Contracts

20

10

Apprenticeship Levy

10

SAP Migration (Payroll)

20

IR35

10
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10

Appendix 2 – 2020/21 Draft Internal Audit Plan (pre-Covid 19)

Directorate

Resources

Planned Days
20/21

Planned Days
21/22

Business Continuity

20

10

Blue Badges

15

10

End to End Processes/Reviews
(e.g. Revs & Bens/CBS/Services
to Schools)

30

30

IT Security (incl. Cyber Security)

25

20

IT Access Controls

15

IT Project Governance

20

Service

Business
Operations

ICT

Audit Title

20

Data Centres

Neighbourhood
Services

20

Data Security

20

Taxi Licensing

15

Street Cleansing

15

Waste Collection Contract

15

Waste Charging

20

15

Communities
Crematorium

15

Grounds Maintenance
Highways &
Technical

15

Parking

15

Transport for Bucks

15
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15

Appendix 2 – 2020/21 Draft Internal Audit Plan (pre-Covid 19)

Directorate

Planned Days
20/21

Planned Days
21/22

Integrated Transport

15

15

Leisure Contracts

15

Events Management

15

Service

Transport

Culture, Sport &
Leisure

Audit Title

Country Parks
Libraries and Archives

Strategic
Transport &
Infrastructure

Planning,
Growth &
Sustainability

Property &
Assets

Economic
Growth &
Regeneration
LEP

15

Infrastructure
CIL/Section 106

Planning &
Environment

15

30
15

Building Control

10

TBC

15

Wycombe Old Library

15

Health and Safety

10

10

Project Governance

15

15

TBC

15

30

LEP

20
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Appendix 2 – 2020/21 Draft Internal Audit Plan (pre-Covid 19)

Directorate

Adult Social
Care
Adults, Health
and Housing
PH, Early Help &
Prevention
Housing &
Regulatory
Service
Quality
Standards &
Performance
Integrated
Commissioning

Children's
Services

Planned Days
20/21

Planned Days
21/22

Budget Management

15

15

Income Processes

15

15

Savings Plans

15

15

Service

Social Care

Education

Audit Title

Implementation of Medications
Policy - Commissioning
Implementation of Medications
Policy - In-house services i.e.
Seeleys
Deprivation of Liberty Safeguard DoLS
Interface - Hospital Discharges
and Social Care

10
10
10
20

TBC

20

Enforcement

15

15

Homelessness/Temporary
Accommodation

10

Quality Assurance Framework
(QAF)

15

15

Forward Planning

15

15

Self-Funders

15

Social Care – TBC

40

Education - TBC

40

Case Management - Throughput
of Case Loads
HR Processes (incl. recruitment,
disciplinary & grievances)
Social Work England Information
Requests
Safer Recruitment
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20
20
10
10

10

Appendix 2 – 2020/21 Draft Internal Audit Plan (pre-Covid 19)

SEND - Complaints

10

SEND - SARs

10

Early Years - Entitlement for 2/3/4
yrs and Claims Payments

10

Safeguarding Partnership Board

10

Insurance - Compliance

10

Schools - Thematic Review

70

70

BMKFA

Income Generating

100

100

Multi-Academy
Trust

Income Generating

10

10

40

40

1520

1315

100

100

1620

1415

Follow-Ups

Contingency
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Agenda Item 12

Report to Audit and Governance Committee
Date: 10 June 2020
Title: Draft Counter Fraud Plan
Author and/or contact officer: Michael Frost (Audit and Anti-Fraud Manager)
Ward(s) affected: N/A
Recommendations: Members are recommended to approve the Counter Fraud Plan
Reason for decision: N/A

Executive summary
1.1 The purpose of the report is to present the draft Counter Fraud Plan for approval.

Content of report
1.2 The report outlines the internal and external fraud risks faced by the council and the
proposed areas of pro-active audit fraud work to be delivered across the year in addition
to reactive fraud investigations.
1.3 As in any crisis, fraudsters are capitalising on Covid-19 to take advantage of those who
are seeking help, and as such we have seen an increase in the risk of fraud across the
sector. This includes fraudulent applications for Business Rate Grants, fake PPE providers
and a significant number of phishing emails.
1.4 As such, the counter fraud plan for 2020/21 will seek to pro-actively review a number of
the key risk areas as a result of the impact of the pandemic.

Other options considered
1.5 N/A

Legal and financial implications
1.6 None.
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Corporate implications
1.7 None.

Consultation and communication
1.8 None.

Next steps and review
Progress against delivery of the Counter Fraud Plan will be reported to the Audit and
Governance Committee on a quarterly basis.

Background papers
Buckinghamshire Council Draft Counter Fraud Plan 2020/21

Page 62

Appendix

Buckinghamshire Council
Draft Counter Fraud Plan 2020/21
Michael Frost – Audit and Anti-Fraud Manager
June 2020
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1.

Introduction

1.1.

Background and statistics

1.1.1.

Buckinghamshire Council is committed to affecting best practice in anti-fraud and anticorruption, and has a zero tolerance to fraud. The responsibility for delivering the Counter
Fraud Plan sits with the Business Assurance Team within Corporate Finance. For around
the last ten years in particular the government have been extremely concerned about
fraud within local authorities and various research in the form of the Protecting the Public
Purse research, various documents from the Chartered Institute for Public Sector Finance
and Accounting (CIPFA) and other documents such as the CIPFA Government Fraud Tracker
2019, all expound research quantifying that local government fraud is something which
local authorities simply cannot ignore and which they must be committed to eradicating.

1.1.2.

The statistics regarding fraud threats within local government are as follows:

•

The total estimated value of fraud detected or prevented by local authorities in
2018/19 is approximately £253m.

•

The average value per fraud remains at £3,600 in 2018/19.

•

The number of frauds detected or prevented has decreased to 71,000 from the
80,000 cases found in 2017/18.

•

Council tax fraud represents 78% of the identified instances of fraud with an
estimated value of £30.6m.

•

The estimated volume and value of insurance fraud cases in the UK more than
doubled in 2018/19 compared to the previous year.

•

The estimated average value per case of Blue Badge fraud has increased from £499
to £657 in 2018/19.

•

For 2018/19, the three greatest areas of perceived fraud risk continue to be
procurement, council tax single person discount (SPD) and adult social care.

•

For 2018/19, the four main types of fraud (by volume) that affect local authorities
continue to be council tax, housing, Blue Badge fraud and business rates.
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1.2.
1.2.1.

Objectives
The objectives of this pro-active plan are to underpin the council’s commitment to antifraud and corruption matters. Clearly, the threats to the public purse are real and the risks
both to reputation, the effect on the most vulnerable and our general financial well-being
are ones that cannot be tolerated.

1.2.2.

In particular, this document seeks to draw out high risk areas for the 2020/2021 pro-active
plan. This plan does not seek to address every single risk area, as that would be an
unwieldy objective and one which simply could not be fulfilled with the allocated
resources. Instead, the document selects particular high risk areas and recommends
focused work to be undertaken.

1.3.

Resources

1.3.1.

The Buckinghamshire Council Business Assurance Team has the following resources
earmarked for counter fraud work, this also including reactive fraud work:

1.3.2.

•

1FTE Audit and Anti-Fraud Manager

•

1FTE Graduate Project Officer (specialising in anti-fraud)

•

0.8 Senior Corporate Investigator

Clearly, in light of the COVID-19 crisis, the way in which work is being undertaken has had
to be amended. Reactive work necessitating face-to-face contact in the form of evidence
gathering, witness statement taking or interviews has had to be deferred. Similarly, the
approach towards pro-active work will need to be amended to a more desk-based data
analytical model which could be followed up later in terms of more direct evidence
gathering methods if necessary.
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2.

Current Fraud Threats

Overview
This document seeks to explain particular internal and external fraud threats which have been
mooted at a national level and quantified in various reports. Therefore, this approach is one which is
non-controversial and which senior representatives from central government and local government
think tanks would likely all agree upon in terms of addressing fraud risks.
2.1.

New threats resultant from re-organisation and unitary

2.1.1. This document also seeks to address some new threats which may be resulting from new
ways of working and from new areas of business which may not have been addressed
proactively in terms of antifraud and anticorruption work.
2.2.

Covid-19 related fraud threats

2.2.1.

Perhaps unsurprisingly, the COVID-19 emergency has led to increased levels of fraud as
criminals seek to take advantage of what is an unprecedented challenge for the whole of
society.

2.2.2.

Factors leading to the heightened risk include:
1.

Urgency in delivery - implications for due diligence and verification.

2.

Working with new suppliers/partners or existing suppliers in new ways - due
diligence and verification at pace.

3.

Staff redeployed to COVID-19 response/increased sickness levels – impact on
segregation of duties.

4.

Increased levels of remote working – impact on information security.

5.

Increased levels of financial hardship/uncertainty – impact on motivation and
rationalization to commit crime.

2.2.3

It is therefore recommended that pro-active fraud work be designed to cover these areas.
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2.3.

Internal and external fraud threats

2.3.1.

The following areas represent a threat in both areas i.e. internal and external:

Social housing - Whilst this is a complex and broad area in terms of fraud risk, the following three
risks are deemed significant and worthy of work immediately:
1.

Illegal subletting, Right to buy fraud

2.

Staff involved in fraudulent allocations.

3.

Other housing fraud (false documents, no recourse, organised crime).

2.3.2. It is therefore recommended that proactive work be designed into the above three areas
to sample data to highlight possible fraudulent cases.
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Facilities management
2.3.3. The following represent high risk fraud areas and it is recommended that proactive work
should be scoped and data analysed to discover possible fraud:
6.

Corruption in the valuation and disposal of assets, buildings, land.

7.

Corruption in the income / renting out of spaces, buildings, land.

8.

Procurement fraud, conflicts of interest, own companies, corruption in:
contracts for maintenance, security, CCTV, staff and catering.

Revenues: Council Tax and Business Rates
2.3.4.

It is recommended that data sampling proactive work be undertaken to search for
fraudulent debt write offs, discounts allowed by staff and staff committing their own
council tax and or business rates fraud.

2.3.5.

It is recommended that data sampling proactive work be undertaken to search for
fraudulent single persons discount on council tax, council tax reduction applications, and
council tax probate discount cases. In regards to business rates fraud it is recommended
that analysis to be undertaken to ascertain any fraudulent charitable exemption cases.
Internal fraud - The recommended emphasis is on prevention and training

2.3.6.

With limited resources and with restrictions on how we can operate currently due to the
Covid-19 crisis, a proactive approach in terms of identifying new ways of raising fraud
awareness is recommended. Our proactive plan therefore recommends structured training
be delivered, most likely through electronic means via e-learning, slide shows and video
presentations, in the following areas:
1.

Increase whistleblowing profile and awareness of support structures around it.

2.

Fraud awareness presentations.

3.

Anti-money laundering training.

4.

Identity fraud awareness.

5.

Mandate fraud prevention training and systems review.
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Other internal risk areas
2.3.7.

Procurement and contract management - Recent experience from whistleblowing cases
and other fraud cases are that procurement and contract management may not always be
undertaken effectively to keep contractors suitably in line with expectations. A level of
fraud awareness training is also therefore recommended for contract management staff.

2.3.8.

Schools - Recent fraud cases locally and nationally indicate a significant risk within the
school sector generally - regardless of the type of school. The types of fraud issues being
nepotism, procurement fraud, overspending, theft of income and a raft of other concerns.
It is therefore recommended that a level of training be rolled out to school leaders
electronically as part of this project of plan.
Information technology threats (internal)

2.3.9.

The necessary mass rollout of home working due to the Covid-19 pandemic brings with it
risks in terms of the misuse of work time, unscrupulous staff running a business in work
time and other matters pertaining to the miss use of our information technology and
internet resources. It is recommended that work to be undertaken with the council’s
information technology service to ascertain any such abuse.
Other external fraud threats

2.3.10.

The following three areas have been identified as high risk external fraud concerns
nationally, it is therefore recommended that this proactive plan address these areas with a
targeted approach:
1.

Blue badge - working with parking enforcement staff and the contractor to
identify citizens misusing the scheme by parking illegally using a relative‘s badge
or a stolen badge.

2.

Direct payments / social care fraud - working with social services to gain
information on suspicious cases whereby clients may have exaggerated
disabilities or may not be disabled. Cases also involve risks where clients have
significantly improved and not reported this or where direct payment monies
are being miss-used by family members or others.
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3.

Insurance - working with insurance staff to identify cases whereby citizens may
have submitted fraudulent insurance claims for damage to vehicles in potholes,
falling trees or other areas which may be exaggerated or where fraudulent
claims may be resultant.

Data matching
2.3.11.

Buckinghamshire Council is committed, as with the legacy councils, to the national fraud
initiative (NFI) data matching drives. This is an annual process whereby critical sets of data
are submitted centrally for data matching. These datasets normally contain details of all
members of staff, housing benefit claims, council tax discounts, social care cases and other
data sets involving creditors and other financial transactions. The overarching objective
being to find double payments, spurious claims and staff involved in a variety of different
offences.

2.3.12.

It is recommended that this dataset be addressed as part of the proactive antifraud plan
and more information will be submitted once we have the results from this year’s data sets
in hand. It is worth noting the significant gains made in Blue Badge fraud abuse.

2.3.13.

One area however, where we feel that work should be undertaken regardless and possibly
in addition to any data matching is that of duplicate creditors payments and staff who are
recipients of credit to payments. Clearly, the objective being to find any of our suppliers
who have submitted duplicate invoices either fraudulently or in error or where our staff
may be running companies we were not aware of.
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Agenda Item 13

Report to Audit and Governance Committee
Date: 10 June 2020
Title: Risk Management
Relevant councillor(s): Katrina Wood
Author and/or contact officer: Michael Frost (Audit and Anti-Fraud Manager)
Ward(s) affected: N/A
Recommendations: Members are recommended to note the Risk Management Strategy.
Reason for decision: N/A

Executive summary
1.1

The purpose of the report is to present the Risk Management Strategy (Appendix A)
for member’s awareness and information.

1.2

The Risk Management Strategy was agreed by the Chief Executives Implementation
Group in November 2019, and approved by the Shadow Portfolio Holder for
Resources in March 2020.

Content of report
1.1

The Risk Management Strategy provides a framework designed to support Members
and Officers in ensuring that the Council is able to discharge its risk management
responsibilities.

1.2

The key objectives of the Risk Management Strategy are to:
o Embed risk and opportunity management into the culture of the organisation;
o Develop a balanced approach to managing the wide range of business risks
facing the Council;
o Manage risk in accordance with legislation and best practice; and
o Establish a common understanding of the Council’s expectations on risk
management with partners, providers and contractors.
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1.3

The Strategy will eventually set out the Council’s risk appetite. The risk appetite
should be reviewed, at least annually and will differ for across the Council and
activities. The risk appetite is being discussed alongside the Directorate and Service
Planning process which had been delayed due to the response to the Covid-19
response. The strategy therefore provides a “placeholder” for this.

1.4

The Strategy states that the responsibility for managing risk belongs to everyone
across the Council and that there needs to be a good understanding of the nature of
risk by all stakeholders. However, the details of the roles with specific responsibilities
for managing risks need to be further developed when structures and teams are
clarified. This should be done as part of establishing the “ways of working” and can
be an engaging process to support the development of an effective risk management
culture. A Risk Champion has been identified in each of the directorates to support
this process.

1.5

The strategy will be supported by a risk management framework and process to be
developed through engagement with the Corporate Directors and Leadership Team.
Engaging in the development of the framework is an important part of embedding an
effective risk management culture. Each directorate will work to a risk escalation
framework tailored to the business needs and risk appetite

1.6

A programme of workshops and training sessions is being developed for Q2,
including an e-learning package.

1.7

It is proposed that there will be a Risk Management Group established as a subgroup of the Audit and Governance Committee. The Risk Management Group will
have the same membership as the Audit and Governance Committee, and will meet
in private approximately four times per year.

1.7

The draft Terms of Reference for the Risk Management Group is at Appendix B.

Other options considered
1.3

N/A

Legal and financial implications
1.4

The Council has a responsibility to ensure effective management of risk to enable the
fulfilment of statutory duties and as a custodian of public funds. The Risk
Management Strategy supports the Council in fulfilling this duty..

Corporate implications
1.5

None.
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Consultation and communication
1.6

None.

Next steps and review
Progress against implementation of the Risk Management Framework and
strategic/directorate risks will be reported to the Risk Management Group on a
minimum quarterly basis.

Background papers
Buckinghamshire Council Risk Management Strategy
Risk Management Group – Draft Terms of Reference
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