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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 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 your business or any 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.
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Introduction

This paper provides the Audit and Performance

Management Committee with a report on progress in

delivering our responsibilities as your external auditors.

Members of the Audit and Performance Management Committee can find further useful material on our website www.grant-

thornton.co.uk, where we have a section dedicated to our work in the public sector. Here you can download copies of our

publications and articles:

* Fraud risk, 'adequate procedures', and local authorities (December 2016);
http:/ /www.grantthornton.co.uk/en/insights/ fraud-risk-adequate-procedures-and-local-authorities /

*  Brexit and local government; (April 2017) http://www.grantthornton.co.uk/en/insichts/a-global-britain-needs-more-
local-government-not-less/ and (December 2016) http:/ /www.grantthornton.co.uk/en/insights/brexit-local-government--
transitioning-successfully/

If you would like further information on any items in this briefing, or would like to register with Grant Thornton to receive

regular email updates on issues that are of interest to you, please contact either your Engagement Lead or Engagement

Manager.
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Progress at 19 July 2017

2016/17 work Progress
Fee Letter

We are required to issue a 'Planned fee letter for 2016/17' by the end of

April 2016 Issued April 2016

Accounts Audit Plan
We are required to issue a detailed accounts audit plan to the Fire Authority
setting out our proposed approach in order to give an opinion on the

2016/17 financial statements. Issued April 2017

Interim accounts audit

Our interim fieldwork visit plan included:

» updated review of the Authority's control environment Completed March
» updated understanding of financial systems 2017

» review of Internal Audit reports on core financial systems

» early work on emerging accounting issues

» early substantive testing

» Value for Money conclusion risk assessment.

© 2017 Grant Thornton UK LLP. All rights reserved.

Comments

We have also recently issued the fee letter for 2017/18, with no change to the
fee proposed. This is reported to this meeting of the Audit and Performance
Management committee.

This was presented at the April 2017 meeting of the Audit and Performance
Management Committee.

As part of our formal communication between auditors and the Authority's Audit
and Performance Management Committee, as 'those charged with governance'
we prepare a specific report which covers some important areas of the auditor
risk assessment where we are required to make inquiries of management and
the Committee under auditing standards. This was also presented to the Audit
and Performance Management Committee in April.

We reported audit findings from our first block of fieldwork in our Audit Plan in
April.

We will report our conclusion in our audit findings report in September 2017.
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Progress at 19 July 2017

2016/17 work Progress

Final accounts audit

Including:

* audit of the 2016/17 financial statements

» proposed opinion on the Authority's accounts

» proposed Value for Money conclusion

» review of the Authority's disclosures in the accounts against the Code of
Practice on Local Authority Accounting in the United Kingdom 2016/17

Planned for July

Value for Money (VfM) conclusion

The scope of our work is unchanged to 2015/16 and is set out in the final
guidance issued by the National Audit Office in November 2015. The Code
requires auditors to satisfy themselves that; "the Authority has made proper
arrangements for securing economy, efficiency and effectiveness in its use
of resources".

The guidance confirmed the overall criterion as; "in all significant respects,
the audited body had proper arrangements to ensure it took properly
informed decisions and deployed resources to achieve planned and
sustainable outcomes for taxpayers and local people".

The three sub criteria for assessment to be able to give a conclusion overall
are:

» Informed decision making
» Sustainable resource deployment
»  Working with partners and other third parties

Planned for July

© 2017 Grant Thornton UK LLP. All rights reserved.

Comments

We are planning to complete our fieldwork and report our findings to
management by the end of July as part of the transition to the earlier closedown
and audit cycle that is required from 2018.

The Audit and Performance Management Committee is to meet to approve the
financial statements and to consider our Audit Findings Report on 14th
September. This is well in advance of the deadline of 30th September 2017.

We set out the result of our risk assessment and the proposed focus of our work
in our audit plan in April.

We have substantially completed our detailed procedures and will keep abreast
of any emerging issues to sign off date. The results of our VfM audit work and
the key messages arising will be reported in our Audit Findings Report.

We will include our conclusion as part of our report on your financial statements.
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Telling the story — Changes in
2016/17 CIPFA Code

CIPFA has been working on the "Telling the Story'
project, which aims to streamline the financial
statements and improve accessibility to the user. This
has resulted in changes to CIPFA's 2016/17 Code of
Practice on Local Authority Accounting in the United
Kingdom ('the Code").

The main changes affect the presentation of the
Comprehensive Income and Expenditure Statement
(CIES'), the Movement in Reserves Statement (‘MIRS')
and segmental reporting disclosures. A new Expenditure
and Funding Analysis has been introduced.

The key changes are:

. the cost of services in the CIES is to be reported
on basis of the local authority's organisational
structure rather than the Service Reporting Code
of Practice (SERCOP) headings

. an 'Expenditure & Funding Analysis' note to the
financial statements provides a reconciliation
between the way local authorities are funded and
the accounting measures of financial performance

in the CIES

. the changes will remove some of the complexities
of the current segmental note

. other changes to streamline the current MIRS

providing options to report Total Comprehensive
Income and Expenditure (previously shown as
Surplus and Deficit on the Provision of Services
and Other Comprehensive Income and
Expenditure lines) and removal of earmarked
reserves columns.
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Delivering Good Governance

In April 2016, CIPFA and SOLACE published
'Delivering Good Governance in Local Government:
Framework (2016)" and this applies to annual governance
statements prepared for the 2016/17 financial year. The
key focus of the framework is on sustainability —
economic, social and environmental — and the need to
focus on the longer term and the impact actions may
have on future generations.

Local authorities should be:

. reviewing existing governance arrangements against
the principles set out in the Framework

. developing and maintaining an up-to-date local
code of governance, including arrangements for
ensuring on-going effectiveness

. reporting publicly on compliance with their own
code on an annual basis and on how they have
monitored the effectiveness of their governance
arrangements in the year and on planned changes.

The framework applies to all parts of local government
and its partnerships and should be applied using the spirit
and ethos of the Framework rather than just rules and
procedures

T_T‘echnical Matters -
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Apprentice Levy-Are you prepared?

What is the levy?

The UK has been struggling on productivity, now estimated to
be 20% behind the G7 average. Developing apprenticeships is
set to play a key part in tackling this and bridging the skills gap.

Announced by government in July 2015, the levy is to
encourage employers to offer apprenticeships in meeting their
skill, workforce and training needs, developing talent internally.
The levy is designed to give more control to employers,
through direct access to training funds and creation of

apprenticeships through the Trailblazer process.
What is the levy?

From April 2017, the way the government funds
apprenticeships in England has changed. Some employers are
requited to pay a new apprenticeship levy, and there are
changes to the funding for apprenticeship training for all
employers.

All employers will receive an allowance of £15,000 to offset
against payment of the levy. This effectively means that the
levy will only be payable on paybill in excess of £3 million per
year.

The levy will be payable through Pay As You Earn (PAYE)
and will be payable alongside income tax and National
Insurance.

Each employer will receive one allowance to offset against their
levy payment. There will be a connected persons rule, similar
the Employment Allowance connected persons rule, so
employers who operate multiple payrolls will only be able to
claim one allowance.

Employers in England are also able to get 'more out than they
put in', through an additional government top-up of 10% to
their levy contribution.
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When employers want to spend above their total levy amount,
government will fund 90% of the cost for training and assessment
within the funding bands.

The existing funding model will continue until the levy comes
into effect May 2017. The levy will apply to employers across all
sectors.

Paybill will be calculated based on total employee earnings subject
to Class1 National Insurance Contributions. It will not include
other payments such as benefits in kind. It will apply to total
employee earnings in respect of all employees.

What will the levy mean in practice

Employer of 250 employees, each with a gross salary of £20,000:
Paybill: 250 x £20,000 = £5,000,000

Levy sum: 0.5% x = £25,000

Allowance: £25,000 - £15,000 = £10,000 annual levy

How can we spend the levy funds?

The funding can only be used to fund training and assessment
under approved apprenticeship schemes. It cannot be used on
other costs associated with apprentices, including wages and
remuneration, or training spend for the wider-team.

Through the Digital Apprenticeship Service (DAS), set up by
government, employers will have access to their funding in the
form of digital vouchers to spend on training.

Training can be designed to suit the needs of your organisation
and the requirements of the individual in that role, in addition to
specified training for that apprenticeship. Training providers must
all be registered with the Skills Funding Agency (SFA).

Issues to consider:

How much is the levy going
to cost and have we

budgeted for it?

How do we ensure
compliance with the new
system?

Which parts of the current
spend on training are
applicable to
apprenticeships?

Are there opportunities to
mitigate additional cost
presented by the levy?

How is training in the
organisation structured?
How do we develop and

align to our wotkforce
development strategy
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