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Findings Report 
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Executive summary  The Audit & Governance Committee approved the draft financial 

statements for 2019/20 at their meeting of 26 November 2020.  

Subsequently at the meeting of 21 January 2021 the Committee 

noted the updated Audit Findings Report from Grant Thornton and 

agreed to delegate the signing of the Statement of Responsibilities 

and Letter of Representation to the Chair of the Committee and the 

S151 Officer once the audit work was complete. 

Since that date the audit of the financial statements has been 

completed. However as further material adjustments have been 

made since their approval in November, they are being brought 

back for formal approval by the Committee.  

The attached report sets out the findings of the council’s external 

auditor following their audit of the council’s statement of accounts 

2019/2020. The key points to note are: 

 Grant Thornton anticipate providing an unqualified opinion on 

the financial statements for the council; and that 

 Grant Thornton anticipate issuing a qualified “except for” value 
for money conclusion due to the findings of the Ofsted targeted 
review of children’s services. 

Recommendations It is RECOMMENDED that the Audit & Governance Committee:  

 (a) notes the anticipated audit opinions and audit findings 
of the council’s external auditor, included at Appendix 
A to this report; 

(b) approves the 2019/20 financial statements included at 
Appendix B; 

(c) authorises the Chair of this Committee and the S151 
Officer to sign the Letter of Representation included at 
Appendix C and the Statement of Responsibilities at 
Appendix D; 

(d) approves the treatment of the unadjusted misstatement 
at Appendix E; 



Status  Public Report   

Reason for 
recommendations 

To ensure that the Audit & Governance Committee are fully 
informed of the audit opinion and findings of the council’s external 
auditor following their audit of the council’s financial statements for 
the year ended 31 March 2020, as set out in the report attached. 

The Accounts and Audit Regulations 2015, as amended by the 
Accounts and Audit (Coronavirus) (Amendment) Regulations 2020, 
require that Local Authorities approve their 2019/20 financial 
statements by 30 November 2020.  

While the Audit & Governance Committee approved the draft 
financial statements on 26 November 2020, the Committee was 
informed that the audit was not complete and that any material 
changes to the accounts would require subsequent re-approval by 
this Committee. 

In accordance with the Accounts and Audit Regulations, a notice of 
delayed audit opinion has been published on the council’s website. 

Portfolio Holder(s):  Drew Mellor, Leader of the Council 

Report Authors Dan Povey, Assistant Chief Financial Officer 

 dan.povey@bcpcouncil.gov.uk 

Wards  Council-wide  

Classification  For Decision 
Title:  

Background 

1. Under International Standards of Audit (UK) (ISAs) and the National Audit Office 
(NAO) Code of Audit Practice ('the Code'), the external auditor is required to report 
whether, in their opinion, the group and council's financial statements: 

a. give a true and fair view of the financial position of the group and the council and 

their income and expenditure for the year; and 
 

b. have been properly prepared in accordance with both the CIPFA/LASAAC code of 

practice on local authority accounting and the Local Audit and Accountability Act 

2014. 

2. In addition, the external auditor is required to reach a formal conclusion on whether 
the council has put in place proper arrangements to secure economy, efficiency and 
effectiveness in its use of resources (the Value for Money conclusion). 

3. This report sets out the findings of the council’s external auditor following the 
completion of their audit work on the councils’ statement of accounts 2019/2020.  

4. The draft financial statements were approved by the Audit & Governance Committee 
meeting of 26 November 2020. This meeting also noted the provisional findings of 
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the external auditor, Grant Thornton UK LLP, as presented in their audit findings 
report. 

5. It was agreed at the November 2020 meeting that any material changes to the 
financial statements since their approval and the completion of the audit would be 
brought back to the Audit & Governance Committee for further approval if 
necessary, with the meeting of 21 January 2021 considering an updated audit 
findings report. 

6. Now that the auditors have completed their work in relation to the 2019/20 financial 
statements this Committee is asked to formally approve the final version of the 
financial statements and to authorise the signing of the Letter of Representation and 
Statement of Responsibilities.  

7. Since the approval of the draft financial statements and the consideration of the 
updated audit findings report at previous meetings, there have been further material 
adjustments to the financial statements as a result of the audit. These material 
adjustments and further updates to the audit findings report are summarised in the 
next section of this report. 

Audit Findings (Updated) Report 

8. The attached report (Appendix A) highlights the key matters arising from the audit of 
the council’s financial statements for the year ended 31 March 2020. 

9. The following key issues from the report are noted: 

 Grant Thornton anticipate providing an unqualified opinion on the financial 
statements for the council; and that 

 Grant Thornton have reviewed the council’s arrangements to secure economy, 
efficiency and effectiveness in its use of resources and anticipate issuing a 
qualified “except for” value for money conclusion. 

10. The following conclusion relating to the financial statements is included in the 
attached report: 

“Based on the work completed we will be issuing an unqualified audit opinion. Our 
audit opinion will include an emphasis of matter paragraph reflecting the uncertainty 
in property valuations in relation to the Council, heritage assets in relation to the 
group accounts and the Council’s share of pension fund property assets arising from 
Covid 19.” 

11. The emphasis of matter relating to asset valuations is a national issue arising from 
uncertainty regarding the effect of Covid-19 on asset valuations and is disclosed in 
the financial statements. 

12. Since the draft audit findings were presented to the November Audit & Governance 
Committee the external auditors have considered the implications of the Ofsted 
targeted review of children’s services, which identified significant weaknesses, on 
the Value for Money opinion. They conclude: 

“Based on the work we performed to address the significant risks, we are satisfied 
that except for the matter we identified in respect of the Ofsted inspection of 
childrens services, the Council had proper arrangements for securing economy, 
efficiency and effectiveness in its use of resources. We therefore propose to give a 
qualified 'except for' conclusion.” 



13. The audit findings reports details adjustments made to the financial statements as a 
result of the audit. While there have been some material adjustments to the 
comprehensive income and expenditure statement (CIES) and the balance sheet, 
they have not affected the financial outturn of a £0.2 million surplus as reported to 
Cabinet in July 2020, and therefore do not affect the financial position of the council. 

Balance Sheet Adjustments 

14. Significant adjustments made to the balance sheet are summarised as: 

a. The value of council dwellings as at 31 March 2020 has been reduced by £15.8 
million following the correction of errors in the bulk valuation spreadsheet. These 
errors also affected the opening balance as at 1 April 2019; 

b. The value of property, plant and equipment as at 31 March 2020 has been 
reduced by £11.7 million after reversing capital expenditure for assets that were 
revalued in the year; 

c. The value of property,  plant and equipment as at 31 March 2020 has been 
reduced by £6.0 million after testing identified incorrect floor areas had been used 
in valuing two assets; 

d. Borrowings and investments as at 1 April 2019 have each been reduced by £7.5 
million after eliminating a legacy transaction between two of the predecessor 
councils. 

e. Costs incurred on the construction of a care home of £7.7 million were 
reclassified from additions to assets under construction as at 1 April 2019. 

15. The external auditor’s view is that while the Council’s valuation arrangements are 
improving there are still significant issues with the provision of evidence to support 
the valuations. Management are addressing these issues through a variety of 
measures, including: 

a. A single external valuer has been engaged to value all property, plant and 
equipment, with the exception of council dwellings; 

b. An early engagement meeting has been held between management, the external 
valuer and the external auditor to ensure understanding on levels of evidence 
required to support valuations; 

c. Ensuring external valuer is supplied with the latest information concerning the 
council’s capital programme; 

d. A review is underway to identify assets that require floor plans in order to support 
future asset valuations; 

e. The spreadsheet used to calculate the valuation of the Bournemouth area council 
dwellings has been reviewed to minimise manual input and additional controls 
have been built in. 

Adjustments to Comprehensive Income and Expenditure Statement 

16. Significant adjustments made to the CIES are summarised as: 

a. Income and expenditure for children’s services has been reduced by £44.7 
million after correcting double counting of elements of the dedicated schools 
grant. There was no effect on the bottom line; 



b. Pension interest income of £25.1 million has been moved from the cost of 
resources services to the financing and investing line of the CIES. There was no 
effect on the bottom line. 

Unadjusted Misstatements 

17. The Audit & Governance Committee is also asked to consider the unadjusted 
misstatement referred to in the audit findings report and Appendix E. This relates to 
the council’s share of investment assets relating to the Dorset Pension Fund. The 
error was identified by the pension fund auditor and the effect for BCP Council is 
£0.85 million. This has not been adjusted on the basis of materiality.  

Audit Fees 

18. The attached report indicates that additional external audit fees are proposed, in part 
due to the number of valuers engaged by the council (£15,000), Covid-19 related 
additional fees (£21,000) and additional fees relating to the adjustments required to 
the accounts and additional sampling effort required (£14,000). The proposed total 
core fee is therefore now £210,000.  

19. These fees are currently indicative and are subject to discussion and agreement 
between the council, Grant Thornton and Public Sector Audit Appointments. 

20. In addition to the core audit fees, the council will incur costs for grant claims and 
non-audit services totalling £39,000.    

Options Appraisal 

21. An options appraisal is not appropriate for this report. 

Summary of financial implications 

22. The proposed core fee has increased from £160,000 to £210,000. The increases 
relating to additional work on assets and pensions, totalling £36,000, were 
recognised in the December 2020 third quarter budget monitoring report for 
2020/21. The additional £14,000 fee relating to changes required to the financial 
statements and additional sampling effort will create an additional budget pressure 
of £14,000. The increase in grant claim fees of £3,000 due to additional work 
required will also create a financial pressure. 

Summary of legal implications 

23. There are no direct legal implications from this report. 

Summary of human resources implications 

24. There are no direct human resource implications from this report. 

Summary of sustainability impact 

25. There are no direct sustainability impact implications from this report. 

Summary of public health implications 

26. There are no direct public health implications from this report. 

Summary of equality implications 

27. There are no direct equalities implications from this report. 



Summary of risk assessment 

28. The areas identified for development by the Council’s external auditor will be fully 
discussed during the risk management review process and appropriate mitigations 
will be discussed with the Corporate Management Team. 

Background papers 

Statement of Accounts 2019/20, Report to Audit and Governance Committee 26 

November 2020 

Updated Audit Findings Report (AFR), Including Letter of Representation, Report to Audit 

and Governance Committee 21 January 2021 

Appendices   

Appendix A - Grant Thornton Audit Findings Report for year ending 31/3/20 (Updated) 

Appendix B – BCP Council Financial Statements 2019/20 

Appendix C – BCP Group Letter of Representation  

Appendix D – Statement of Responsibilities 

Appendix E – Unadjusted Misstatements 

 


