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E
xecu

tive su
m
m
ary

P
u
rp
o
s
e
 o
f th

is
 le
tte

r

O
u
r A

n
n
u
al A

u
d
it L

etter (L
etter) su

m
m
arises th

e key fin
d
in
gs arisin

g fro
m
 th

e 

w
o
rk th

at w
e h

ave carried
 o
u
t at L

an
cash

ire C
o
u
n
ty C

o
u
n
cil (th

e C
o
u
n
cil)

fo
r th

e 

year en
d
ed

 31 M
arch

 2016.

T
h
is L

etter is in
ten

d
ed

 to
 p
ro
vid

e a co
m
m
en

tary o
n
 th

e resu
lts o

f o
u
r w

o
rk to

 th
e 

C
o
u
n
cil an

d
 its extern

al stakeh
o
ld
ers, an

d
 to

 h
igh

ligh
t issu

es th
at w

e w
ish

 to
 d
raw

 

to
 th

e atten
tio

n
 o
f th

e p
u
b
lic.  In

 p
rep

arin
g th

is letter, w
e h

ave fo
llo

w
ed

 th
e 

N
atio

n
al A

u
d
it O

ffice (N
A
O
)'s C

o
d
e o

f A
u
d
it P

ractice (th
e C

o
d
e) an

d
  A

u
d
ito

r 

G
u
id
an

ce N
o
te (A

G
N
) 07 –

'A
u
d
ito

r R
ep

o
rtin

g'.

W
e rep

o
rted

 th
e d

etailed
 fin

d
in
gs fro

m
 o
u
r au

d
it w

o
rk to

 th
e C

o
u
n
cil's A

u
d
it an

d
 

G
o
vern

an
ce C

o
m
m
ittee as th

o
se ch

arged
 w

ith
 go

vern
an

ce in
 o
u
r A

u
d
it F

in
d
in
gs 

R
ep

o
rt o

n
 26 S

ep
tem

b
er.

O
u
r re

s
p
o
n
s
ib
ilitie

s

W
e h

ave carried
 o
u
t o

u
r au

d
it in

 acco
rd
an

ce w
ith

 th
e N

A
O
's C

o
d
e o

f A
u
d
it 

P
ractice, w

h
ich

 reflects th
e req

u
irem

en
ts o

f th
e L

o
cal A

u
d
it an

d
 A

cco
u
n
tab

ility 

A
ct 2014 (th

e A
ct). O

u
r key resp

o
n
sib

ilities are to
:

•
give an

 o
p
in
io
n
 o
n
 th

e C
o
u
n
cil's fin

an
cial statem

en
ts (sectio

n
 tw

o
)

•
assess th

e C
o
u
n
cil's  arran

gem
en

ts fo
r secu

rin
g eco

n
o
m
y, efficien

cy an
d
 

effectiven
ess in

 its u
se o

f reso
u
rces (th

e valu
e fo

r m
o
n
ey co

n
clu

sio
n
) (sectio

n
 

th
ree).

In
 o
u
r au

d
it o

f th
e C

o
u
n
cil's fin

an
cial statem

en
ts, w

e co
m
p
ly w

ith
 In

tern
atio

n
al 

S
tan

d
ard

s o
n
 A

u
d
itin

g (U
K
 an

d
 Irelan

d
) (IS

A
s) an

d
 o
th
er gu

id
an

ce issu
ed

 b
y th

e 

N
A
O
.

O
u
r w

o
rk

F
in
a
n
c
ia
l sta

te
m
e
n
ts o
p
in
io
n

W
e gave an

 u
n
q
u
alified

 o
p
in
io
n
 o
n
 th

e C
o
u
n
cil's

fin
an

cial statem
en

ts o
n
 28 

S
ep

tem
b
er

2016.

V
a
lu
e
 fo
r m
o
n
e
y
 c
o
n
c
lu
sio
n

W
e w

ere satisfied
 th

at th
e C

o
u
n
cil p

u
t in

 p
lace p

ro
p
er arran

gem
en

ts to
 en

su
re 

eco
n
o
m
y, efficien

cy an
d
 effectiven

ess in
 its u

se o
f reso

u
rces d

u
rin

g th
e year en

d
ed

 

31 M
arch

 2016 excep
t fo

r

•
T
h
e C

o
u
n
cil h

as received
 an

 in
ad

eq
u
ate O

fsted
 in

sp
ectio

n
 o
f its ch

ild
ren

's 

services. 

•
T
h
e w

o
rk o

f in
tern

al au
d
it h

as b
een

 in
su
fficien

t to
 p
ro
vid

e an
 o
p
in
io
n
 o
n
 th

e 

o
verall system

 o
f in

tern
al co

n
tro

l at th
e C

o
u
n
cil.  

W
e th

erefo
re q

u
alified

 o
u
r valu

e fo
r m

o
n
ey co

n
clu

sio
n
 in

 o
u
r  au

d
it  o

p
in
io
n
 o
n
 28

 

S
ep

tem
b
er 2016.
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W
h
o
le
 o
f g
o
ve
rn
m
e
n
t a
c
c
o
u
n
ts 

W
e co

m
p
leted

 w
o
rk o

n
 th

e C
o
u
n
cil's co

n
so
lid

atio
n
 retu

rn
 fo

llo
w
in
g gu

id
an

ce 

issu
ed

 b
y th

e N
A
O
 an

d
 issu

ed
 an

 u
n
q
u
alified

 rep
o
rt o

n
 29 S

ep
tem

b
er 2016.

C
e
rtific

a
te

W
e are u

n
ab

le to
 issu

e o
u
r certificate o

f co
m
p
letio

n
 o
f th

e au
d
it. W

e can
n
o
t 

fo
rm

ally co
n
clu

d
e th

e au
d
it an

d
 issu

e an
 au

d
it certificate u

n
til w

e h
ave co

m
p
leted

 

o
u
r co

n
sid

eratio
n
 o
f m

atters arisin
g fro

m
 2012/

13.  

W
o
rk
in
g
 w
ith

 th
e
 C
o
u
n
c
il

W
e h

ave w
o
rked

 w
ith

 yo
u
 to

 m
o
ve to

w
ard

s th
e early clo

se o
f th

e acco
u
n
ts.  Y

o
u
 

h
ave p

lan
s to

 clo
se yo

u
r acco

u
n
ts earlier in

 2016/
17.  W

e h
ave w

o
rked

 w
ith

 yo
u
 to

 

b
rin

g o
u
r w

o
rk fo

rw
ard

an
d
 w

ill co
n
tin

u
e to

 d
o
 so

 d
u
rin

g 2016/
17. 

W
e w

o
u
ld
 like to

 reco
rd
 o
u
r ap

p
reciatio

n
 fo

r th
e assistan

ce an
d
 co

-o
p
eratio

n

p
ro
vid

ed
 to

 u
s d

u
rin

g o
u
r au

d
it b

y th
e C

o
u
n
cil's staff.

G
ra
n
t T
h
o
rn
to
n
 U
K
 L
L
P

O
c
to
b
e
r 2
0
16
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A
u
d
it o

f th
e acco

u
n
ts

O
u
r a

u
d
it a

p
p
ro
a
c
h

M
a
te
ria
lity

In
 o
u
r au

d
it o

f th
e C

o
u
n
cil's acco

u
n
ts, w

e u
se th

e co
n
cep

t o
f m

ateriality to
 

d
eterm

in
e th

e n
atu

re, tim
in
g an

d
 exten

t o
f o

u
r w

o
rk, an

d
 in

 evalu
atin

g th
e resu

lts 

o
f o

u
r w

o
rk. W

e d
efin

e m
ateriality as th

e size o
f th

e m
isstatem

en
t in

 th
e fin

an
cial 

statem
en

ts th
at w

o
u
ld
 lead

 a reaso
n
ab

ly kn
o
w
led

geab
le p

erso
n
 to

 ch
an

ge o
r 

in
flu

en
ce th

eir eco
n
o
m
ic d

ecisio
n
s. 

C
o
u
n
c
il

W
e d

eterm
in
ed

 m
ateriality fo

r o
u
r au

d
it o

f th
e C

o
u
n
cil's acco

u
n
ts to

 b
e £

32
m
, 

w
h
ich

 is 1.5
%
 o
f th

e C
o
u
n
cil's gro

ss reven
u
e exp

en
d
itu

re. W
e u

sed
 th

is 

b
en

ch
m
ark, as in

 o
u
r view

, u
sers o

f th
e C

o
u
n
cil's acco

u
n
ts are m

o
st in

terested
 in

 

h
o
w
 it h

as sp
en

t th
e in

co
m
e it h

as raised
 fro

m
 taxatio

n
 an

d
 gran

ts d
u
rin

g th
e year. 

W
e also

 set a lo
w
er level o

f sp
ecific m

ateriality fo
r certain

 areas su
ch

 as sen
io
r 

o
fficer rem

u
n
eratio

n
, au

d
ito

rs rem
u
n
eratio

n
 an

d
 tran

sactio
n
s w

ith
 related

 p
arties.

W
e set a lo

w
er th

resh
o
ld
 o
f £

1.6m
, ab

o
ve w

h
ich

 w
e rep

o
rted

 erro
rs to

 th
e A

u
d
it 

an
d
 G

o
vern

an
ce C

o
m
m
ittee in

 o
u
r A

u
d
it F

in
d
in
gs R

ep
o
rt.

P
e
n
sio
n
 F
u
n
d

F
o
r th

e au
d
it o

f th
e L

an
cash

ire P
en

sio
n
 F
u
n
d
 acco

u
n
ts, w

e d
eterm

in
ed

 m
ateriality 

to
 b
e £

58.3m
, w

h
ich

 is 1%
 o
f th

e F
u
n
d
's n

et assets. W
e u

sed
 th

is b
en

ch
m
ark, as in

 

o
u
r view

, u
sers o

f th
e P

en
sio

n
 F
u
n
d
 acco

u
n
ts are m

o
st in

terested
 in

 th
e valu

e o
f 

assets availab
le to

 fu
n
d
 p
en

sio
n
 b
en

efits.

W
e set a lo

w
er level o

f sp
ecific m

ateriality fo
r certain

 areas su
ch

 as au
d
ito

rs 

rem
u
n
eratio

n
 an

d
 tran

sactio
n
s w

ith
 related

 p
arties. W

e set a th
resh

o
ld
 o
f £

 £
2.9m

  

ab
o
ve w

h
ich

 w
e rep

o
rted

 erro
rs to

 th
e A

u
d
it an

d
 G

o
vern

an
ce

C
o
m
m
ittee.

T
h
e
 sc
o
p
e
 o
f o
u
r a
u
d
it

O
u
r au

d
it in

vo
lves o

b
tain

in
g en

o
u
gh

 evid
en

ce ab
o
u
t th

e am
o
u
n
ts an

d
 

d
isclo

su
res in

 th
e fin

an
cial statem

en
ts to

 give reaso
n
ab

le assu
ran

ce th
at th

ey are 

free fro
m
 m

aterial m
isstatem

en
t, w

h
eth

er cau
sed

 b
y frau

d
 o
r erro

r. 

T
h
is in

clu
d
es assessin

g w
h
eth

er: 

•
th
e C

o
u
n
cil's acco

u
n
tin

g p
o
licies are ap

p
ro
p
riate, h

ave b
een

 co
n
sisten

tly 

ap
p
lied

 an
d
 ad

eq
u
ately d

isclo
sed

; 

•
sign

ifican
t acco

u
n
tin

g estim
ates m

ad
e b

y m
an

agem
en

t are reaso
n
ab

le; an
d

•
th
e o

verall p
resen

tatio
n
 o
f th

e fin
an

cial statem
en

ts gives a tru
e an

d
 fair view

.

W
e also

 read
 th

e n
arrative rep

o
rt an

d
 an

n
u
al go

vern
an

ce statem
en

t to
 ch

eck 

th
ey are co

n
sisten

t w
ith

 o
u
r u

n
d
erstan

d
in
g o

f th
e C

o
u
n
cil an

d
 w

ith
 th

e acco
u
n
ts 

o
n
 w

h
ich

 w
e give o

u
r o

p
in
io
n
.

W
e carry o

u
t o

u
r au

d
it in

 lin
e w

ith
 IS

A
s (U

K
 an

d
 Irelan

d
) an

d
 th

e N
A
O
 C

o
d
e 

o
f A

u
d
it P

ractice. W
e b

elieve th
e au

d
it evid

en
ce w

e h
ave o

b
tain

ed
 is su

fficien
t 

an
d
 ap

p
ro
p
riate to

 p
ro
vid

e a b
asis fo

r o
u
r o

p
in
io
n
.

O
u
r au

d
it ap

p
ro
ach

 w
as b

ased
 o
n
 a th

o
ro
u
gh

 u
n
d
erstan

d
in
g o

f th
e C

o
u
n
cil's 

b
u
sin

ess an
d
 is risk b

ased
. 

W
e id

en
tified

 key risks an
d
 set o

u
t o

verleaf th
e w

o
rk w

e p
erfo

rm
ed

 in
 resp

o
n
se 

to
 th

ese risks an
d
 th

e resu
lts o

f th
is w

o
rk.
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A
u
d
it o

f th
e acco

u
n
ts –

th
e C

o
u
n
cil

R
isks identified in our audit plan

H
ow

 w
e responded 

to the risk

T
he revenue cycle includes fraudulent transactions

U
nder IS

A
 (U

K
&

I) 240 there is a presum
ed risk that revenue 

m
ay be m

isstated due to the im
proper recognition of revenue. 

H
aving considered the risk factors set out in IS

A
240 and the nature of the revenue stream

s at  Lancashire 
C

ounty
C

ouncil and Lancashire P
ension F

und, w
e have determ

ined that the risk of fraud arising from
 revenue 

recognition can be rebutted, because:
•

there is little incentive to m
anipulate revenue recognition

•
opportunities

to m
anipulate revenue recognition are very lim

ited; and
•

the culture and ethical fram
ew

orks of local authorities, including Lancashire
C

ounty C
ouncil, m

ean that all 
form

s of fraud are seen as unacceptable.

T
here w

ere no m
atters to

report

M
anagem

entover-ride of controls

U
nder IS

A
 (U

K
&

I) 240 it is presum
ed  that the risk of  

m
anagem

ent  over-ride of controls is present in all entities.

W
e have: 

•
undertaken a review

 of entity level controls 

•
tested of journal entries

•
review

ed the
accounting estim

ates, judgem
ents and decisions m

ade by m
anagem

ent

•
review

ed unusual significant transactions

T
here w

ere no significant m
atters to report

V
aluation of P

roperty P
lant and E

quipm
ent  -

in respect of the 
w

aste
plants ow

ned by the C
ouncil.  

A
s part of our

audit w
ork w

e:

•
discussed the tim

eline
of the plans w

ith officers. 

•
review

ed the inform
ation shared w

ith the C
ouncil's external valuers

setting out the im
pact of these plans on 

the service and therefore the C
ouncil's valuations for the sites

•
assessed the inform

ation used by the valuer
to value the assets and the qualifications of the valuer

in m
aking 

the valuations required. 

•
review

ed the valuation report and discussed w
ith m

anagem
ent how

 this w
ould be accounted for in the 

financial statem
ents

W
e concluded the valuation w

as m
aterially

correctly 
stated. W

e reported
our findings to the A

udit &
 

G
overnance C

om
m

ittee 

T
h
ese are th

e risks w
h
ich

 h
ad

 th
e greatest im

p
act o

n
 o
u
r o

verall strategy an
d
 w

h
ere w

e fo
cu

sed
 m

o
re o

f o
u
r w

o
rk. 
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A
u
d
it o

f th
e acco

u
n
ts –

th
e C

o
u
n
cil

R
isks identified in our audit plan

H
ow

 w
e responded 

to the risk

V
aluation of pension fund net liability

W
e undertook the follow

ing auditw
ork:

•
identified the controls put in place by m

anagem
ent to ensure the pension fund liability is not m

aterially m
isstated. 

•
assessed w

hether these controls w
ere im

plem
ented as expected and w

hether they are sufficient to m
itigate the 

risk of m
aterial m

isstatem
ent.

•
review

ed the com
petence, expertise and objectivity of the actuary w

ho carried out your pension fund valuation. 

•
gained an understanding of the basis on w

hich the valuation is carried out.

•
undertook procedures to confirm

 the reasonableness of the actuarial assum
ptions m

ade. 

•
review

ed the consistency of the pension fund asset and liability and disclosures in notes to the financial 
statem

ents w
ith the actuarial report from

 your actuary.

T
here w

ere no
m

atters to report

S
ocial care incom

e and expenditure  
W

e undertook the follow
ing audit w

ork: 

•
identified the controls in place in the system

 

•
com

pleted w
alkthrough testing of the controls to confirm

 they operate as w
e understand 

•
sam

ple tested transactions processed through the system
 during the year

•
review

ed the processes for identifying year end accruals of incom
e and expenditure

•
sam

ple tested year end balances for accruals of incom
e and expenditure.   

T
here w

ere no significant m
atters to report 

E
m

ployee rem
uneration accruals understated

(R
em

uneration expenses not correct)
W

e undertook the follow
ing audit w

ork: 

•
docum

ented our understanding of the processes and key controls over the payroll transaction cycle

•
C

om
pleted w

alkthrough testing of the key controls to assess the w
hether they w

ere operating in line w
ith our 

understanding

•
review

ed the reconciliation of payroll expenditure recorded in the general ledger to the subsidiary system
s and 

interfaces.

•
sam

ple tested payroll transactions.

•
P

erform
ed

a trend analysis of m
onthly payroll costs. 

T
here

w
ere no m

atters to report
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A
u
d
it o

f th
e acco

u
n
ts –

th
e C

o
u
n
cil

R
isks identified in our audit plan

H
ow

 w
e responded 

to the risk

C
reditors understated or not recorded in the

correct period
(O

perating expenses understated)

W
e undertook the follow

ing audit w
ork:

•
docum

ented our understanding of processes and key controls over the operating expenditure transaction cycle

•
perform

ed w
alkthrough of the key controls to assess the w

hether those controls w
ere operating in line w

ith our 
understanding

•
substantively tested  a sam

ple of expenditure transactions

•
review

ed  m
anagem

ents processes to raise accruals and to ensure the accruals recognised are m
aterially com

plete.

•
substantively tested a sam

ple of creditor balances and accruals recognised in the year end balance sheet.

•
tested cash paym

ents m
ade after the year-end to identify potential unrecorded liabilities and gain assurance over the 

com
pleteness of the payables balance in the accounts.

T
here w

ere no significant m
atters to report
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A
u
d
it o

f th
e acco

u
n
ts –

P
en
sio

n
 F
u
n
d
 

R
isks identified in our audit plan

H
ow

 w
e responded 

to the risk

T
he revenue cycle includes fraudulent transactions

U
nder IS

A
 (U

K
&

I)240 there is a presum
ed risk that revenue 

m
ay be m

isstated due to the im
proper recognition of revenue. 

T
his presum

ption can be rebutted if the auditor 
concludes that there is no risk of m

aterial m
isstat

em
ent 

due to fraud relating to revenue recognition.

H
aving considered the risk factors set out in IS

A
(U

K
&

I)240 and the nature of the revenue stream
s atLancashire 

C
ounty P

ension F
und, w

e have determ
ined that the risk of fraud arising from

 revenue recognition can be 
rebutted, because:

•
there is little incentive to m

anipulate revenue recognition
•

opportunities
to m

anipulate revenue recognition are very lim
ited due to clear separation

of duties betw
een the 

F
und, fund m

anagers, and  custodian ; and
•

the culture and ethical fram
ew

orks of local authorities, including
Lancashire C

ounty C
ouncilas the 

adm
inistering authority, m

ean that all form
s of fraud are seen as unacceptable.

T
here w

ere no m
atters to report

M
anagem

entover-ride of controls

U
nder IS

A
(U

K
&

I)240 it is presum
ed  that the risk of  

m
anagem

ent  over-ride of controls is present in all entities.

In line
w

ith our plan w
e:

•
review

ed entity-level controls 

•
review

ed journal controls and tested
a sam

ple of journal entries

•
review

ed
accounting estim

ates, judgem
ents and decisions m

ade by m
anagem

ent

•
review

ed any unusual significant transactions

T
here w

ere no m
atters to report

T
h
ese are th

e risks w
h
ich

 h
ad

 th
e greatest im

p
act o

n
 o
u
r o

verall strategy an
d
 w

h
ere w

e fo
cu

sed
 m

o
re o

f o
u
r w

o
rk o

n
 th

e au
d
it o

f th
e p

en
sio

n
 fu

n
d
. 
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A
u
d
it o

f th
e acco

u
n
ts –

P
en
sio

n
 F
u
n
d
 

R
isks identified in our audit plan

H
ow

 w
e responded 

to the risk

Level 3 Investm
ents

F
air value m

easurem
ents priced using inputs not bas

ed on 
observable m

arket data not correct. -
V

aluation is i
ncorrect 

(V
aluation N

et)

U
nder IS

A
(U

K
&

I)315 significant risks often relate to significant 
non-routine transactions and judgem

ental m
atters.  Level 3 

investm
ents by their very nature require a significant degree of 

judgem
ent to reach an appropriate valuation at year end.

•
carried out w

alkthrough tests of the system
 processes and controls..

•
tested a sam

ple of  individual  investm
ents valuations by obtaining and review

ing the latest audited accounts 
for individual investm

ents and agreeing these to the fund m
anager reports at that date. R

econciliation of those 
values to the values at 31 M

arch w
ith reference to know

n m
ovem

ents in the intervening period. 

•
review

ed the qualifications of fund m
anagers and custodian as experts able to value the level 3 investm

ents 
at year end and gain an understanding of how

  the valuation of these investm
ents has been reached.

T
here w

ere no m
atters to report

Investm
ent Incom

e 

Investm
ent  activity not valid (O

ccurrence/V
aluatio

n)
Investm

ent incom
e not  correct (A

ccuracy)

W
e undertook the follow

ing audit w
ork:

•
updated and docum

ented our understanding of processes and key controls for investm
ent transactions

•
P

erform
ed w

alkthrough of the key controls to assess w
hether those controls operated in line w

ith our 
understanding

•
for investm

ents held by fund m
anagers, review

ed reconciliation betw
een  the custodian , fund m

anagers,  
and  P

ension F
und  follow

ing up any significant variance and gain appropriate explanations/evidence for 
these.

•
for a sam

ple of  direct property investm
ents, rationalised  incom

e against expected rental incom
e.

T
here w

ere no m
atters to report

Investm
ent purchases and sales 

Investm
ent activity not valid

(O
ccurrence/V

aluation) 

W
e undertook the follow

ing audit w
ork:

•
review

ed the reconciliation of inform
ation provided by the fund m

anagers, the custodian and the P
ension 

F
und's ow

n records and seek explanations for variances

•
tested a sam

ple of purchases and sales to ensure  these are appropriately recorded

T
here w

ere no m
atters to report
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A
u
d
it o

f th
e acco

u
n
ts –

P
en
sio

n
 F
u
n
d
 

R
isks identified in our audit plan

H
ow

 w
e responded 

to the risk

F
air value m

easurem
ents priced using inputs (other 

than 
quoted prices from

 active m
arkets for identical 

investm
ents) that are observable either directly or

 indirectly 
not correct

V
aluation is incorrect. (V

aluation
net)

•
review

ed the reconciliation of inform
ation provided by the fund m

anagers, the custodian and the P
ension 

F
und's ow

n records and seek explanations for variances

•
tested a sam

ple of these investm
ents to independent inform

ation from
 custodian/m

anager on units and on 
unit prices w

here the custodian does not provide independent pricing confirm
ation

•
for direct property investm

ents, agreed values in total to the valuer's
report and taken steps to gain reliance 

on the valuer
as an expert. 

T
here w

ere no m
atters to report

C
ontributions

R
ecorded contributions not correct (O

ccurrence)

�
perform

ed a w
alkthrough to gain assurance that the in-year controls w

ere operating in accordance w
ith our 

docum
ented understanding.

�
carried out controls testing over  com

pleteness accuracy and  occurrence of contributions

�
R

ationalised contributions received w
ith reference to changes in m

em
ber body payrolls and num

bers of 
contributing pensioners and ensured that any unexpected trends w

ere satisfactorily explained.

T
here w

ere no m
atters to report

B
enefits

payable

B
enefits im

properly
com

puted/claim
s liability unders

tated 
(C

om
pleteness, accuracy and occurrence)

�
perform

ed a w
alkthrough to gain assurance that the in-year controls w

ere operating in accordance w
ith our 

docum
ented understanding.

�
C

ontrols testing over com
pleteness, accuracy and occurrence of benefit paym

ents.

�
R

ationalised pensions paid w
ith reference to changes in pensioner num

bers and increases applied in the year 
and ensured  that any unusual trends w

ere satisfactorily explained.

T
here w

ere no m
atters to report

M
em

ber data

M
em

ber
data not correct. (R

ights and O
bligations)

�
perform

ed a w
alkthrough to gain assurance that the in-year controls w

ere operating in accordance w
ith our 

docum
ented understanding. 

�
P

erform
ed controls testing over annual/m

onthly reconciliations and verifications w
ith individual m

em
bers

�
T

ested a sam
ple of changes to m

em
ber data m

ade during the year to source docum
entation.

T
here w

ere no m
atters to report
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A
u
d
it o

f th
e acco

u
n
ts

A
u
d
it o

p
in
io
n

W
e gave an

 u
n
q
u
alified

 o
p
in
io
n
 o
n
 th

e C
o
u
n
cil's acco

u
n
ts o

n
 28 S

ep
tem

b
er 2016, 

in
 ad

van
ce o

f th
e 30 S

ep
tem

b
er 2016 n

atio
n
al d

ead
lin

e.

T
h
e C

o
u
n
cil m

ad
e th

e acco
u
n
ts availab

le fo
r au

d
it in

 lin
e w

ith
 th

e agreed
 

tim
etab

le, an
d
 p
ro
vid

ed
 a go

o
d
 set o

f w
o
rkin

g p
ap

ers to
 su

p
p
o
rt th

em
. T

h
e 

fin
an

ce team
 resp

o
n
d
ed

 p
ro
m
p
tly an

d
 efficien

tly to
 o
u
r q

u
eries d

u
rin

g th
e co

u
rse 

o
f th

e au
d
it.

Issu
e
s a
risin

g
 fro
m
 th
e
 a
u
d
it o
f th
e
 C
o
u
n
c
il's a

c
c
o
u
n
ts

W
e rep

o
rted

 th
e key issu

es fro
m
 o
u
r au

d
it o

f th
e acco

u
n
ts to

 th
e C

o
u
n
cil's A

u
d
it 

an
d
 G

o
vern

an
ce C

o
m
m
ittee o

n
 26 S

ep
tem

b
er 2016. 

P
e
n
sio
n
 fu
n
d
 a
c
c
o
u
n
ts 

W
e also

 rep
o
rted

 th
e key issu

es fro
m
 o
u
r au

d
it o

f acco
u
n
ts o

f th
e P

en
sio

n
 F
u
n
d
 

h
o
sted

 b
y th

e C
o
u
n
cil  to

 th
e C

o
u
n
cil's A

u
d
it an

d
 G

o
vern

an
ce C

o
m
m
ittee o

n
 26 

S
ep

tem
b
er 2016. 

A
n
n
u
a
l G
o
ve
rn
a
n
c
e
 S
ta
te
m
e
n
t a
n
d
 N
a
rra
tive
 R
e
p
o
rt

W
e are also

 req
u
ired

 to
 review

 th
e C

o
u
n
cil an

d
 P
en

sio
n
 F
u
n
d
 A

n
n
u
al G

o
vern

an
ce 

S
tatem

en
ts an

d
 N

arrative R
ep

o
rts. It p

u
b
lish

es th
em

 o
n
 its w

eb
site w

ith
 th

e d
raft 

acco
u
n
ts in

 lin
e w

ith
 th

e n
atio

n
al d

ead
lin

es. 

T
h
e d

o
cu

m
en

ts w
ere p

rep
ared

 in
 lin

e w
ith

 th
e relevan

t gu
id
an

ce an
d
 w

ere 

co
n
sisten

t w
ith

  th
e su

p
p
o
rtin

g evid
en

ce p
ro
vid

ed
 b
y th

e C
o
u
n
cil an

d
 w

ith
 o
u
r 

kn
o
w
led

ge o
f th

e C
o
u
n
cil

O
th
e
r sta

tu
to
ry
 d
u
tie
s 

W
e also

 h
ave ad

d
itio

n
al p

o
w
ers an

d
 d
u
ties u

n
d
er th

e A
ct, in

clu
d
in
g p

o
w
ers to

 

issu
e a p

u
b
lic in

terest rep
o
rt, m

ake w
ritten

 reco
m
m
en

d
atio

n
s, ap

p
ly to

 th
e 

C
o
u
rt fo

r a d
eclaratio

n
 th

at an
 item

 o
f acco

u
n
t is co

n
trary to

 law
, an

d
 to

 giv
e 

electo
rs th

e o
p
p
o
rtu

n
ity to

 raise q
u
estio

n
s ab

o
u
t th

e C
o
u
n
cil's acco

u
n
ts an

d
 to

 

raise o
b
jectio

n
s received

 in
 relatio

n
 to

 th
e acco

u
n
ts.

W
e h

ave n
o
t u

sed
 th

ese p
o
w
ers in

 2015/
16. 
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V
alu

e fo
r M

o
n
ey co

n
clu

sio
n

B
a
c
k
g
ro
u
n
d

W
e carried

 o
u
t o

u
r review

 in
 acco

rd
an

ce w
ith

 th
e N

A
O
 C

o
d
e o

f A
u
d
it P

ractice 

(th
e C

o
d
e), fo

llo
w
in
g th

e gu
id
an

ce issu
ed

 b
y th

e N
A
O
 in

 N
o
vem

b
er 2015 w

h
ich

 

sp
ecified

 th
e criterio

n
 fo

r au
d
ito

rs to
 evalu

ate:

In all significant respects, the audited body tak
es properly inform

ed decisions and deploys resources 

to achieve planned and sustainable outcom
es for tax

payers and local people. 

K
e
y
 fin

d
in
g
s

O
u
r first step

 in
 carryin

g o
u
t o

u
r w

o
rk w

as to
 p
erfo

rm
 a risk assessm

en
t an

d
 

id
en

tify th
e key risks w

h
ere w

e co
n
cen

trated
 o
u
r w

o
rk.

T
h
e key risks w

e id
en

tified
 an

d
 th

e w
o
rk w

e p
erfo

rm
ed

 are set o
u
t in

 tab
le 2 

o
verleaf.

A
s p

art o
f o

u
r A

u
d
it F

in
d
in
gs rep

o
rt agreed

 w
ith

 th
e C

o
u
n
cil in

 S
ep

tem
b
er 201

6, 

w
e agreed

 a reco
m
m
en

d
atio

n
 to

 ad
d
ress o

u
r fin

d
in
gs, th

at a fu
ll in

tern
al au

d
it p

lan
 

sh
o
u
ld
 b
e d

elivered
 in

 2016/
17.  

O
v
e
ra
ll V

fM
c
o
n
c
lu
s
io
n

W
e are satisfied

 th
at, in

 all sign
ifican

t resp
ects, excep

t fo
r th

e m
atters w

e id
en

tified
 

b
elo

w
, th

e C
o
u
n
cilh

ad
 p
ro
p
er arran

gem
en

ts to
 secu

re eco
n
o
m
y, efficien

cy an
d
 

effectiven
ess in

 its u
se o

f reso
u
rces fo

r th
e year en

d
in
g 31 M

arch
 201

6.

T
h
e areas w

h
ere w

e id
en

tified
 th

e C
o
u
n
cil d

id
 n
o
t h

ave p
ro
p
er arran

gem
en

ts in
 

p
lace w

ere as fo
llo

w
s:

•
T
h
e C

o
u
n
cil h

as received
 an

 in
ad

eq
u
ate O

fsted
 in

sp
ectio

n
 o
f its ch

ild
ren

's 

services. 

•
T
h
e w

o
rk o

f in
tern

al au
d
it h

as b
een

 in
su
fficien

t to
 p
ro
vid

e an
 o
p
in
io
n
 o
n
 th

e 

o
verall system

 o
f in

tern
al co

n
tro

l at th
e C

o
u
n
cil.  
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V
alu

e fo
r M

o
n
ey 

R
isk identified

W
ork carried

out
F

indings
and conclusio

ns

O
fsted inspection of 

children's services
O

fsted issued a report on 
the C

ouncil's children's 
services in 2015 w

hich 
rated

these as 'inadequate'. 
T

he C
ouncil is currently 

subject to follow
 up review

. 

W
e liaised w

ith officers and review
 

updates as they becom
e available.  

T
he C

ouncil's
C

hildren's S
ervices w

ere subject to an O
fsted inspection in 2015. T

he report, published on 27 
N

ovem
ber 2015 assessed the aspects

of the service as follow
s: 

•
C

hildren w
ho need help and protection -

inadequate 
•

C
hildren looked after and achieving perm

anence -
requires im

provem
ent

•
A

doption perform
ance -

requires im
provem

ent, 
•

E
xperiences and progress of care leavers –

inadequate,
•

Leadership, M
anagem

ent and governance -
inadequate. 

T
he report identified w

ide ranging areas for im
provem

ent across the service w
ith concerns

raised around the 
failure of the C

ouncil to w
ork w

ith other key agencies in strategy discussions, risk assessm
ents being 

undertaken w
ithout reference to, or know

ledge of, significant history, com
plex w

ork assigned to insufficiently 
qualified or experienced practitioners, and a lack of effective m

anagem
ent oversight. T

he inspection
also 

identified that perform
ance m

anagem
ent inform

ation w
as very poor, providing insufficient inform

ation to 
provide m

anagem
ent and m

em
bers w

ith the right inform
ation to hold the service to account.  

T
he C

ouncil has responded quickly to the report and subsequent Im
provem

ent N
otice issued by O

fsted. A
n 

Im
provem

ent B
oard w

as set up w
ith an Independent C

hair. T
he chair has the responsibility to develop an 

Im
provem

ent P
lan w

hich w
as subsequently agreed w

ith O
fsted. A

n interim
 D

irector of C
hildren's S

ervices, 
shared w

ith B
lackburn w

ith D
arw

en
C

ouncil, is now
 in place.  

T
he Im

provem
ent B

oard m
eets on a m

onthly to consider the progress against the im
provem

ent plan,w
ith an 

"im
provem

ent board 12 w
eek plan" being considered at each m

eeting. T
his 12 w

eek plan provides focus to 
three key areas identified for im

provem
ent –

w
orkforce, m

anaging change and m
anaging dem

and.   M
ulti-

agency focus groups have also been established to identify key issues and barriers to better w
orking practice.  

T
he feedback to the im

provem
ent board is that com

m
unication and inform

ation sharing is an area for 
im

provem
ent. 

P
rogress is being m

ade in a num
ber of areas.In particular, the C

ouncil has w
orked to address the challenges 

in recruitm
ent of staff (w

ith agency staff currently being used to reduce w
orkloads), accuracy of perform

ance 
inform

ation, and the im
plem

entation of a new
 operating m

odel. H
ow

ever, at the tim
e of this  report, the current 

version of the progress plan notes feedback from
 both O

fsted
and the D

epartm
ent for E

ducation indicates the 
pace of progress needs to be faster.  A

t the start of S
eptem

ber O
fsted visited the C

ouncil again for a follow
 

up. T
he feedback from

 this visit w
as published on the O

fsted w
ebsite on the 3 O

ctober 2016.  In this 
Inspectors recognised the increase in the pace of change to im

prove services for children and young people 
in Lancashire.  F

urther w
ork needs to be carried out to em

bed good practice and to ensure that services are 
delivered consistently.  
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V
alu

e fo
r M

o
n
ey 

R
isk identified

W
ork carried

out
F

indings
and conclusions

Internal control 
T

he C
ouncil's H

ead of InternalA
udit w

as 
unable to provide an overall opinion on the 
C

ouncil's system
 of internal control in 

2014/15 because of the lim
ited nature of 

the internal audit plan. 
In 2015/16, the C

ouncil's internal audit 
plan focuses w

ork on key financial 
system

s. It is therefore unlikely that the 
H

ead of Internal A
udit w

ill be able to 
provide an overall opinion again for this 
year.     

T
here is an outline plan in place for 

2016/17 w
hich identifies key areas of audit 

coverage. If this plan is refined and 
delivered as expected, it is likely that the 
H

ead of Internal A
udit w

ill be able to reach 
a conclusion on the C

ouncil's system
 of 

internal control. 

W
e

update our assessm
ent of the C

ouncil's 
arrangem

ents in the light of the year end report from
 

the H
ead of Internal A

udit and the A
nnual 

G
overnance S

tatem
ent.   

A
t the A

udit and G
overnance C

om
m

ittee on 9 M
ay 2016 the H

ead of Internal 
A

udit reported that the audit plan for 2015/16 w
ould concentrate on the follow

ing 
financial system

s: 
•

general financial ledger
•

cash and banking 
•

accounts payable system
 

•
accounts receivable and debt m

anagem
ent system

 
•

payroll 
•

treasury m
anagem

ent and 
•

V
A

T

T
he w

ork planned by internal audit for the year w
as insufficient to support an 

overall opinion on the internal control fram
ew

ork of the C
ouncil.  

T
he planned w

ork on the general financial ledger, accounts payable, payroll and 
V

A
T

 w
as com

pleted and reported to the M
ay com

m
ittee m

eeting. T
he rem

aining 
w

ork w
as scheduled for after the end of the financial year because m

em
bers of 

the audit team
 w

ere seconded into the finance service to provide capacity on 
key projects during 2015 and the early part of 2016. A

s a result, the w
ork on 

cash and banking, accounts receivable, and treasury m
anagem

ent w
as 

com
pleted follow

ing the end of the financial year.  A
s at 7 S

eptem
ber 2016 the 

cash and banking report w
as still at draft stage. 

T
he draft  A

nnual G
overnance S

tatem
ent presented to m

em
bers at the A

udit 
and G

overnance com
m

ittee held on 30 June 2016 recognises the internal audit 
service has not been able to deliver a plan w

hich w
ould support an overall 

opinion for 2015/16 and acknow
ledges that the w

ork delivered by internal audit 
has not been sufficient in scope for a C

ouncil the size and com
plexity of 

Lancashire C
ounty C

ouncil.  

Looking ahead, the A
udit and G

overnance C
om

m
ittee has approved a plan for 

2016/17 w
hich includes a fuller program

m
e of w

ork.  T
his has been designed to 

support an overall head of internal audit opinion for 2016/17.   Internal audit 
have begun to recruit to the new

 structure to support delivery of this plan 
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V
alu

e fo
r M

o
n
ey 

R
isk identified

W
ork carried

out
F

indings
and conclusio

ns

F
inancial 

position, 
planning  and 
service 
transform

ation 
projects
T

he C
ouncil's 

financial plan has 
been refreshed 
throughout the 
year in recognition 
of the significant 
financial 
challenge facing 
the C

ouncil in 
delivering good 
quality services 
for residents and 
taxpayers over 
the m

edium
 term

. 

T
he plan requires 

significant savings 
to be m

ade over 
the next few

 
years. 
C

onsultation has 
now

 begun on 
som

e of the 
changes being 
m

ade to the 
scope and scale 
of services to be 
provided. 

W
e w

ill review
 the project 

m
anagem

ent and risk 
assurance fram

ew
orks 

established by the C
ouncil in 

respect of the m
ore significant 

projects, to establish how
 the 

C
ouncil is identifying, 

m
anaging and m

onitoring 
these risks.

T
he C

ouncil faces a significant financial challenge in the short to m
edium

 term
. A

 significant am
ount of w

ork is needed to 
understand the level of service that can be provided w

ithin the budget available, and then to m
ake a reality of this delivery. 

In N
ovem

ber 2015, the C
ouncil set out the scale of the financial challenges facing it in the update to the m

edium
 term

 financial
strategy. W

hen C
abinet received the updated m

edium
 term

 financial strategy it out that significant savings w
ere needed as a 

funding gap of £262m
 over the five years to 2020/21 has been identified. A

t this stage, an overspend of £19.666m
 w

as also 
forecast for 2015/16. In the update taken to m

em
bers in January 2016, as part of the budget setting council m

eeting, the in 
year overspend w

as forecast at £9.581m
 against the revenue outturn for 2015/16 but a further on-going pressure on budgets 

of £35.766m
 w

as identified. T
he C

ouncil w
as now

 reporting a funding gap of £200.5m
 for the period 2016/17 -

2020/21 after 
the im

pact of the financial settlem
ent, new

 financial pressures and the £64.8m
 of savings proposals agreed by C

abinet in 
N

ovem
ber.  In S

eptem
ber this funding gap has reduced to £147.944m

, reflected in the change in council tax funding 
assum

ptions.  

A
t the end of 2015/16, the C

ouncil had successfully delivered w
ithin it's planned revenue budget. T

he final outturn position 
reported to m

em
bers w

as £726.074m
 com

pared w
ith a revenue budget of £726.675m

 set in   F
ebruary 2015. T

he final 
position, w

hich is an overall underspend of £0.6m
 on services reflects a m

ixed picture across the C
ouncil's services. F

or 
exam

ple, there are overspends of £16.977m
 in adult services (largely relating to com

m
issioned social care), £1.379m

 in 
children's services (w

here a significant overspend on C
hildren's social care-

£9.570m
 has been offset by other underspends), 

and £2.939m
 in com

m
issioning, and £4.107m

 in developm
ent and corporate services. H

ow
ever, there w

as an underspend of 
£22.070m

 in C
hief E

xecutives, of w
hich the m

ost significant elem
ents w

ere higher than budgeted interest received and a low
er 

M
inim

um
 R

evenue P
rovision (M

R
P

) charge. T
he reduction in M

R
P

w
as partly due to low

er than anticipated borrow
ing but also 

reflects the change in M
R

P
policy agreed at C

ouncil on 11 F
ebruary 2016.  A

t the end of the financial year, the C
ouncil had 

£36m
 in the C

ounty F
und (unchanged from

 2014/15) and £364.5m
 in earm

arked revenue reserves (£376.1m
 in 2014/15). 

D
espite the underspend in 2015/16, the C

ouncil know
s that urgent action m

ust be taken to reduce m
edium

 term
 funding gap 

through its transform
ation program

m
e. T

his program
m

e w
ill drive radical change to the w

ay services are provided. A
s part of 

this, the C
ouncil's base budget review

 is designed to identify the services the C
ouncil w

ill provide. A
 key elem

ent of this is 
C

ouncil's property strategy and the C
ouncil has now

 consulted on detailed plans about how
 it w

ill use its asset base to deliver 
services in future years. T

he proposal identified 130 prem
ises preferred for retention as neighbourhood centres, w

ith a further 
106 prem

ises  identified for closure. 

T
he C

ouncil is w
orking w

ith external consultants to assess the future operating m
odel for the C

ouncil and to test the financial 
resilience of future service plans. A

dditionally, external support is also being used to support plans for transform
ation of the

delivery of social care.    

T
he C

ouncil's risk register clearly docum
ents the risks to the on-going financial position, the longer term

 financial viability and 
the risks around transform

ation. 
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W
aste plant

In F
ebruary 2016 the executive scrutiny 

com
m

ittee considered a report on the 
proposed w

aste processing requirem
ents 

and specification for services delivered by 
G

lobal R
enew

ables Lancashire 
O

perations Lim
ited (G

R
LO

L).  T
his 

recom
m

ended that elem
ents of the plant 

w
ere closed w

ith im
m

ediate effect or by 
the end of the financial year 2015/16. 

O
n further discussion w

ith officers, w
e 

understand the planned tim
etable for 

operational m
othballing these assets 

stretches beyond the tim
escale agreed by 

m
em

bers.  W
e are also concerned that, as 

part of the decision m
aking process, the 

im
pact on the valuation of the assets w

as 
not considered.  

W
e have review

ed
the decision 

m
aking process the C

ouncil 
follow

ed to understand that 
m

em
bers considered all relevant 

inform
ation

to m
ake their 

decision. 

O
ver recent years, the C

ouncil has been looking at w
ays to reduce the costs of w

aste disposal 
provided at tw

o facilities in Lancashire. A
s part of the w

ider consideration of budget options in 
N

ovem
ber 2015, a policy w

as agreed to reduce the processing activities and costs at the tw
o plants 

as these w
ere no longer considered to econom

ic. W
here this occurred, the plant and equipm

ent 
w

as to be m
othballed and m

aintained. A
s part of this decision, the service w

ould cease com
posting 

of co-m
ingled food and garden w

aste. A
longside this w

as a com
m

itm
ent to dow

nsize the w
aste 

com
pany operating the facilities on behalf of the C

ouncil.  

F
ollow

ing this decision, the service options w
ere considered in m

ore detail.  T
he recom

m
endations 

m
ade to the C

abinet M
em

ber for E
nvironm

ent, P
lanning and C

ultural S
ervices included that:

•
w

aste transfer operations w
ere established for residual w

aste,
•

In V
essel C

om
posting processes ceased w

ith im
m

ediate effect
•

redundant processing equipm
ent be protected and preserved; and 

•
a new

 operating structure w
ith the C

ouncil be agreed by G
R

LO
L.  

T
his decision w

as taken on the basis of the low
est cost, low

est risk option, w
hich at the tim

e w
as to 

divert the residual w
aste to landfill. H

ow
ever, further discussion w

ith contract holders for the w
aste 

output identified som
e options to use existing relationships to provide a low

er specification output. 
A

s a result, som
e elem

ents of the original service provision continue although on a reduced scale. 

F
ollow

ing our audit plan, the A
udit and G

overnance com
m

ittee requested and received a report on 
the decision taken and the financial im

pact.  

T
he plans for the dow

nsizing of the com
pany are continuing. T

his is expected to lead to a greatly 
reduced w

orkforce at the com
pany. 

T
he C

ouncil is com
m

itted to exploring the options for the future use of the tw
o facilities and the 

equipm
ent currently being preserved. A

 soft m
arket testing exercise has been com

m
enced but is 

not yet concluded so the longer term
 viability of the sites is unclear.  

T
he C

ouncil has discussed w
ith its external valuer

w
hether the changes in the service provision 

currently agreed im
pact on the carrying value of the assets.  W

e received a draft of this on the 2 
S

eptem
ber 2016. 
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B
etter care fund 

T
he C

ouncil has
entered into a S

ection 75 
agreem

ent w
ith local C

linical 
C

om
m

issioning G
roups (C

C
G

s). T
his has 

created pooled budgets for the delivery of 
certain schem

es.    

W
e have review

ed the arrangem
ents for ensuring 

the governance of the B
etter C

are F
und.   

T
here are appropriate governance structures in place for the delivery of the 

B
etter C

are F
und across Lancashire. T

he Lancashire H
ealth and W

ellbeing 
B

oard (H
W

B
) takes overall accountability for the im

plem
entation of the B

etter 
C

are F
und, and is supported by the B

C
F

S
teering G

roup, w
hich reports directly 

to the H
W

B
and m

anages the delivery of the B
C

F
schem

es. T
he S

teering 
G

roup's aim
s are to review

 progress against the plan, scrutinise perform
ance 

and finances and report by exception to the H
W

B
. 

T
here is also a P

rogram
m

e M
anagers group, w

hich is responsible at a local 
level for the delivery of the B

etter C
are F

und. W
ithin its term

s of reference the 
group is also responsible for the subm

ission of quarterly perform
ance reports for 

use by the H
ealth and W

ellbeing B
oard.

M
eetings are held frequently and there is representation from

 N
H

S
 E

ngland, 
district councils and the third sector. T

he groups appear to be an effective forum
  

for w
orking through specific issues together. 

T
here has how

ever  been a lack of financial m
onitoring and perform

ance reports 
in relation to the B

etter C
are F

und w
ithin both the S

teering G
roup and the 

P
rogram

m
e M

anagers G
roup. T

his has been recognised  by both groups and is 
expected to be addressed  early in 2016/17. Q

uarterly perform
ance/spend 

returns are produced for N
H

S
 E

ngland but these are at a very high level and do 
not assess w

hether desired outcom
es are being achieved.  T

here is a risk 
register w

hich is brought to the P
rogram

m
e M

anagers' G
roup for review

, but 
m

em
bers of this group have recognised that m

ore consideration of risks needs 
to be given by them

. 

O
ver the m

edium
 term

, the five year S
ustainability and T

ransform
ation plans 

being developed for the w
ider health econom

y w
ill need to be supported by 

strongly defined and clear governance arrangem
ents.  W

ork is on-going to 
agree the appropriate arrangem

ents to support this. C
larity over the detailed 

reporting and m
onitoring arrangem

ents at the outset w
ill be a key requirem

ent 
of these new

 arrangem
ents. 
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W
o
rk
in
g w

ith
 th

e C
o
u
n
cil

O
u
r w

o
rk
 w
ith

 y
o
u
 in

 2
0
1
5
/1
6

W
e are really p

leased
 to

 h
ave w

o
rked

 w
ith

 yo
u
  o

ver th
e p

ast year. W
e 

h
ave estab

lish
ed

 a p
o
sitive an

d
 co

n
stru

ctive relatio
n
sh
ip
. T

o
geth

er w
e 

h
ave d

elivered
 so

m
e great o

u
tco

m
es. 

A
n
 e
ffic
ie
n
t a
u
d
it –

w
e d

elivered
 th

e acco
u
n
ts au

d
it x d

ays b
efo

re th
e 

d
ead

lin
e an

d
 in

 lin
e w

ith
 th

e tim
escale w

e agreed
 w

ith
 yo

u
. O

u
r au

d
it team

 

are kn
o
w
led

geab
le an

d
 exp

erien
ced

 in
 yo

u
r fin

an
cial acco

u
n
ts an

d
 system

s. 

O
u
r relatio

n
sh
ip
 w

ith
 yo

u
r team

 p
ro
vid

es yo
u
 w

ith
 a fin

an
cial statem

en
ts 

au
d
it th

at co
n
tin

u
es to

 fin
ish

 ah
ead

 o
f sch

ed
u
le releasin

g yo
u
r fin

an
ce 

team
 fo

r o
th
er im

p
o
rtan

t w
o
rk. 

U
n
d
e
rsta
n
d
in
g
 y
o
u
r o
p
e
ra
tio
n
a
l h
e
a
lth
 –

th
ro
u
gh

 th
e valu

e fo
r m

o
n
ey 

co
n
clu

sio
n
 w

e p
ro
vid

ed
 yo

u
 w

ith
 assu

ran
ce o

n
 yo

u
r o

p
eratio

n
al 

effectiven
ess. W

e h
igh

ligh
ted

 th
e n

eed
 fo

r yo
u
 to

 co
n
tin

u
e to

 d
eliver yo

u
r 

im
p
ro
vem

en
t p

lan
 in

 resp
o
n
se to

 yo
u
r O

fsted
 in

sp
ectio

n
 an

d
 th

e 

im
p
o
rtan

ce o
f d

eliverin
g a fu

ll in
tern

al au
d
it p

lan
 in

 2016/
17. 

S
h
a
rin
g
 o
u
r in
sig
h
t –

w
e p

ro
vid

ed
 regu

lar au
d
it an

d
 go

vern
an

ce 

co
m
m
ittee u

p
d
ates co

verin
g b

est p
ractice.  A

reas w
e co

vered
 in

clu
d
ed

:

In
n
o
vatio

n
 in

 p
u
b
lic fin

an
cial m

an
agem

en
t, K

n
o
w
in
g th

e R
o
p
es –

A
u
d
it 

C
o
m
m
ittee; E

ffectiven
ess R

eview
, M

akin
g d

evo
lu
tio

n
 w

o
rk, R

efo
rgin

g

lo
cal go

vern
m
en

t. 

W
e h

ave  also
 sh

ared
 w

ith
 yo

u
 o
u
r in

sigh
ts o

n
 ad

van
ced

 clo
su
re o

f lo
cal 

au
th
o
rity acco

u
n
ts, in

 o
u
r p

u
b
licatio

n
 "T

ran
sfo

rm
in
g th

e fin
an

cial 

rep
o
rtin

g o
f lo

cal au
th
o
rity acco

u
n
ts" an

d
 w

ill co
n
tin

u
e to

 p
ro
vid

e yo
u
 

w
ith

 o
u
r in

sigh
ts as yo

u
  b

rin
g fo

rw
ard

 yo
u
r p

ro
d
u
ctio

n
 o
f yo

u
r year-en

d
 

acco
u
n
ts.

P
ro
vid
in
g
 tra
in
in
g
 –

w
e p

ro
vid

ed
 yo

u
r team

s w
ith

 train
in
g o

n
 fin

an
cial 

acco
u
n
ts an

d
 early clo

se o
f th

e acco
u
n
ts in

 2017/
18.  T

h
e co

u
rses w

ere 

atten
d
ed

 b
y m

em
b
ers o

f yo
u
r fin

an
ce team

.  
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W
o
rk
in
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W
o
rk
in
g
 w
ith

 y
o
u
 in

 2
0
1
6
/1
7

H
ig
h
w
a
y
s
 N
e
tw

o
rk
 A
s
s
e
t 

T
h
e C

o
d
e o

f P
ractice o

n
 L
o
cal A

u
th
o
rity A

cco
u
n
tin

g (th
e C

o
d
e) req

u
ires 

au
th
o
rities to

 acco
u
n
t fo

r H
igh

w
ays N

etw
o
rk A

sset
(H

N
A
) at d

ep
reciated

 

rep
lacem

en
t co

st (D
R
C
) fro

m
 1 A

p
ril 2016. T

h
e C

o
d
e sets o

u
t th

e key 

p
rin

cip
les b

u
t also

 req
u
ires co

m
p
lian

ce w
ith

th
e req

u
irem

en
ts o

f th
e 

recen
tly p

u
b
lish

ed
 C
o
d
e o

f P
ractice o

n
 th

e H
igh

w
ays N

etw
o
rk A

sset (th
e 

H
N
A
 C

o
d
e), w

h
ich

 d
efin

es th
e assets

o
r co

m
p
o
n
en

ts th
at w

ill co
m
p
rise th

e 

H
N
A
. T

h
is in

clu
d
es ro

ad
s, fo

o
tw

ays, stru
ctu

res su
ch

 as b
rid

ges, street 

ligh
tin

g, street fu
rn
itu

re an
d
 asso

ciated
 lan

d
.T

h
ese assets sh

o
u
ld
 alw

ays 

h
ave b

een
 reco

gn
ised

 w
ith

in
 In

frastru
ctu

re A
ssets. 

T
h
e C

o
d
e in

clu
d
es tran

sitio
n
al arran

gem
en

ts fo
r th

e ch
an

ge in
 asset 

classificatio
n
 an

d
 th

e b
asis o

f m
easu

rem
en

t fro
m
 d
ep

reciated
 h
isto

ric co
st 

(D
H
C
) to

 D
R
C
 u
n
d
er w

h
ich

 th
ese assets  w

ill b
e sep

arated
 fro

m
 o
th
er 

in
frastru

ctu
re assets, w

h
ich

 w
ill co

n
tin

u
e to

 b
e m

easu
red

 at D
H
C
.

T
h
is is exp

ected
 to

 h
ave a sign

ifican
t im

p
act o

n
 th

e C
o
u
n
cil's 2016/

17 

acco
u
n
ts, b

o
th
 in

 valu
es an

d
 levels o

f d
isclo

su
re, an

d
 m

ay req
u
ire 

co
n
sid

erab
le w

o
rk to

 estab
lish

 th
e o

p
en

in
g in

ven
to
ry an

d
 co

n
d
itio

n
 o
f th

e 

H
N
A
 as at 1 A

p
ril 2016.

U
n
d
er th

e cu
rren

t b
asis o

f acco
u
n
tin

g valu
es w

ill o
n
ly h

ave b
een

 reco
rd
ed

 

again
st in

d
ivid

u
al assets o

r co
m
p
o
n
en

ts acq
u
ired

 after th
e in

cep
tio

n
 o
f 

cap
ital acco

u
n
tin

g fo
r in

frastru
ctu

re assets b
y lo

cal au
th
o
rities.  A

u
th
o
rities 

m
ay th

erefo
re h

ave to
 d
evelo

p
 n
ew

 acco
u
n
tin

g reco
rd
s to

 su
p
p
o
rt th

e 

ch
an

ge in
 classificatio

n
 an

d
 valu

atio
n
 o
f th

e H
N
A
. 

T
h
e n

atu
re o

f th
ese ch

an
ges m

ean
s th

at F
in
an

ce o
fficers w

ill n
eed

 to
 w

o
rk clo

sely 

w
ith

 co
lleagu

es in
 th

e h
igh

w
ays d

ep
artm

en
t an

d
 p
o
ten

tially also
 to

 en
gage o

th
er 

sp
ecialists to

 su
p
p
o
rt th

is w
o
rk.

S
o
m
e o

f th
e calcu

latio
n
s are likely to

 b
e co

m
p
lex an

d
 w

ill in
vo

lve th
e u

se o
f 

extern
al m

o
d
els, a co

m
b
in
atio

n
 o
f n

atio
n
al an

d
 lo

cally gen
erated

 rates
an

d
 a 

n
u
m
b
er o

f sign
ifican

t estim
ates an

d
 assu

m
p
tio

n
s.

W
e h

ave b
een

 w
o
rkin

g w
ith

 th
e C

o
u
n
cil o

n
 th

e acco
u
n
tin

g, fin
an

cial rep
o
rtin

g 

an
d
 au

d
it assu

ran
ce

im
p
licatio

n
s arisin

g fro
m
 th

ese ch
an

ges. W
e h

ave issu
ed

 tw
o
 

C
lien

t B
riefin

gs w
h
ich

 w
e h

ave sh
ared

 w
ith

 yo
u
r cap

ital team
.
W

e w
ill issu

e 

fu
rth

er b
riefin

gs d
u
rin

g th
e co

m
in
g year to

 u
p
d
ate th

e C
o
u
n
cil o

n
 key 

d
evelo

p
m
en

ts an
d
 em

ergin
g issu

es.

T
h
is sign

ifican
t acco

u
n
tin

g d
evelo

p
m
en

t is likely to
 b
e a sign

ifican
t risk fo

r o
u
r 

2016/
17 au

d
it, so

 w
e h

ave alread
y h

ad
 so

m
e p

relim
in
ary d

iscu
ssio

n
s w

ith
 th

e 

C
o
u
n
cil to

 assess th
e p

ro
gress it is m

akin
g in

 th
is resp

ect. O
u
r d

iscu
ssio

n
s w

ith
 

C
o
u
n
cil O

fficers to
 d
ate h

as h
igh

ligh
ted

 th
e fo

llo
w
in
g: 

•
T
h
e C

o
u
n
cil u

n
d
erstan

d
s th

e req
u
irem

en
ts o

f th
e C

o
d
e an

d
 th

e fin
an

ce team
 

are w
o
rkin

g w
ith

 yo
u
r h

igh
w
ays team

 to
 en

su
re su

fficien
t in

fo
rm

atio
n
 is 

availab
le to

 su
p
p
o
rt th

e d
isclo

su
res in

 th
e acco

u
n
ts.  

•
W

e h
ave agreed

 to
 u
n
d
ertake early w

o
rk o

n
 th

e p
ro
cesses u

n
d
ertaken

 to
 

calcu
late th

e o
p
en

in
g b

alan
ces in

 th
e 2016/

17 statem
en

t o
f acco

u
n
ts.  T

h
is 

w
ill in

clu
d
e u

n
d
erstan

d
in
g th

e system
s an

d
 p
ro
cesses in

 p
lace to

 cap
tu
re th

e 

in
fo
rm

atio
n
  

•
T
h
e tim

escales an
d
 am

o
u
n
t o

f in
fo
rm

atio
n
 req

u
ired

 w
ill b

e ch
allen

gin
g fo

r 

yo
u
r team

.  
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A
p
p
en
d
ix A

: R
ep
o
rts issu

ed
 an

d
 fees

F
e

e
s

P
lanned£

A
ctual fees £

2014/15 fees £

S
tatutory audit of C

ouncil
112,995

112,995
150,660

S
tatutory A

udit of P
ension F

und
34,169

34,169
34,169

IA
S

19 protocol audit w
ork

1,737
1,737

1,737

A
udit of subsidiary com

pany LC
D

L Ltd
31,130

31,130

T
otal fees (excluding V

A
T

)
180,031

180,031
186,566

W
e co

n
firm

 b
elo

w
 o
u
r fin

al fees ch
arged

 fo
r th

e au
d
it an

d
 p
ro
visio

n
 o
f n

o
n
-au

d
it services.F

e
e

s
 fo

r o
th

e
r s

e
rv

ic
e

s

S
ervice

F
ees £

A
udit related services:

•
T

eacher's P
ensions return, reasonable assurance 

engagem
ent 

•
Initial teacher training reasonable assurance 
engagem

ent 

•
Local T

ransport P
lan M

ajor projects reasonable 
assurance engagem

ent

4,200

2,000

2,500

N
on-audit services 

R
isk m

anagem
ent w

orkshop

T
ax services to subsidiary com

pany 

P
ension F

und 

F
acilitation of self assessm

ent of governance 
arrangem

ents

3,684

20,200

4,500

R
e

p
o

rts
 is

s
u

e
d

R
eport

D
ate issued

A
udit P

lan -
C

ouncil
M

ay 2016

A
udit P

lan –
P

ension F
und

M
ay 2016

A
udit F

indings R
eport

S
eptem

ber 2016

A
nnual A

udit Letter
O

ctober 2016
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