
Civic Centre, Windmill Street, Gravesend Kent DA12 1AU

Finance and Audit 
Committee

Members of the Finance and Audit Committee of Gravesham Borough Council are summoned 
to attend a meeting to be held at the Civic Centre, Windmill Street, Gravesend, Kent on Tuesday, 
12 March 2019 at 7.30 pm when the business specified in the following agenda is proposed to be 
transacted.

S Walsh
Service Manager (Communities)

Agenda

Part A
Items likely to be considered in Public

1. Apologies for absence 

2. Minutes (Pages 3 - 12)

3. Declarations of Interest 

4. To consider whether any items in Part A of the agenda should be 
considered in private or any items in Part B in public. 

5. 2018-19 External Audit Plan (Pages 13 - 36)

6. Review of Accounting Policies 2018-19 (Pages 37 - 56)

7. Audit & Counter Fraud Charter (Pages 57 - 66)

8. Audit & Counter Fraud Plan 2019-20 (Pages 67 - 80)

9. Draft Response to Letter to Those Charged with Governance (Pages 81 - 88)



10.Any other business which by reason of special circumstances the Chair is 
of the opinion should be considered as a matter of urgency. 

11.Exclusion of the public 
To move, if required, that pursuant to Section 100A(4) of the Local 
Government Act 1972 that the public be excluded from any items 
included in Part B of the agenda because it is likely in view of the nature 
of business to be transacted that if members of the public are present 
during those items, there would be disclosure to them of exempt 
information as defined in Part 1 of Schedule 12A of the Act. 

Part B
Items likely to be considered in private

Members

Cllr Lenny Rolles (Chair)
Cllr William Lambert (Vice-Chair)

Councillors: John Burden
Leslie Hills
Karen Hurdle
Shane Mochrie-Cox
Peter Rayner
Robin Theobald

Substitutes: To be notified 
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Finance & Audit Committee
 

Monday, 18 February 2019                                       7:30pm 

Present:

Cllr Lenny Rolles (Chair)
Cllr William Lambert (Vice-Chair)  

Cllrs: John Burden 
Karen Hurdle 
Shane Mochrie-Cox 
Peter Rayner 
Robin Theobald  

Stuart Bobby 
Sarah Parfitt 

Director (Corporate Services) 
Assistant Director (Corporate Services)

James Larkin Head of Audit & Counter Fraud Shared Services  
Alexandra Jarvis 
Elizabeth Jackson
Alastair Gunn 
Steven Gardner  

Principal Accountant (Housing & Exchequer) 
External Auditors, Grant Thornton 
Jupiter Asset Management 
Jupiter Asset Management  

Ben Clarke Committee & Scrutiny Assistant (Minutes) 

88. Apologies for absence 

An apology of absence was received from Cllr Leslie Hills. 

89. Minutes 

The minutes of the meeting on Tuesday, 14 November 2018 were signed by the Chair. 

90. Declarations of Interest 

Cllr John Burden declared a non-prejudicial interest for item 11 which mentions Age UK 
North West as he is the Chair of that body. 

91. Presentation from Multi-Asset Funds Managers 

The Chair welcomed Alastair Gunn and Steven Gardner to the Committee.  

The two representatives from Jupiter Asset Management handed out a presentation booklet 
titled ‘Distribution Fund Range’ to all Members. They guided Members through the 
presentation in detail advising them on the strategies Jupiter use to invest the Council’s 
money in multiple assets that are anticipated to return the Council a positive yield over a 
period of time. A lengthy discussion was also had on the possible impacts of Brexit to the 
fund; the key point explained was that a soft Brexit would be beneficial for the fund whereas 
a hard Brexit would be detrimental to it. However the view of the Fund Manager was that the 
fund would still recover from a hard Brexit, just over a longer period of time as the 
uncertainty over Brexit would be removed and the UK would be seen as a place that 
investments could become viable again. 
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Alastair Gunn fielded questions and comments from Members of the Committee explaining 
that: 

 Government bonds are deemed very low risk and will always have a much lower 
yield in the region of 1-5% as they are the bonds with the most guaranteed returns. 
They will only provide a smaller amount of returns but their benefit lies more in the 
fact that that they protect the Council’s capital and provide a smoothing effect for the 
portfolio in times of stress  

 The Fund Manager held the view that the consumer industry isn’t going as badly as a 
lot of people think; the companies that Jupiter invest in are researched from bottom 
to top to check their suitability to turn a significant profit.  

 A Member asked about the Fund’s ethical stance.  The Fund Manager reiterated the 
due diligence undertaken by the Fund before investment in an entity 

 The Committee was assured that the Council’s money would never be invested in 
any entity where the Fund Manager was aware of illegal dealings, moral 
irresponsibility or management that weren’t aligned in thinking with their shareholders 

 With regard to council decisions around investments and the downturn in the capital 
value of this type of fund experienced, Members were informed that , the council’s 
cashflow model was used as a starting point to make sure the Council had cash 
balances available for a number of years to be able to hold that investment. A 
decision would be made at the point when cash was needed to be made  available to 
the Council again and if the fund decreased during that time then the Council would 
also review its investment.

The Chair thanked the two representatives from Jupiter Asset Management for a very 
informative presentation and asked that they be invited again in the future for a more 
detailed discussion.

92. Treasury Management Strategy and Capital Strategy 2019/20 

The Committee considered the Treasury Management Strategy and associated Annual 
Investment Strategy and the Minimum Revenue Provision Policy for 2019/20 along with the 
Capital Strategy for 2019/20.

Revised reporting had been required for the 2019/20 reporting cycle due to revisions of the 
MHCLG Investment Guidance, the MHCLG Minimum Revenue Provision (MRP) Guidance, 
the CIPFA Prudential Code and the CIPFA Treasury Management Code. The primary 
reporting changes included the introduction of a capital strategy, a longer-term focus to the 
capital plans being provided, and greater reporting requirements surrounding any 
commercial activity undertaken under the Localism Act 2011. 

The Principal Accountant (HRA & Exchequer) drew Members attention to key points in the 
Treasury Management Strategy 2019/20 on pages 19-57 of the report. 

 On page 23, section 4 the Capital Prudential Indicators for 2019/20 to 2021/22 were 
listed and leading down to the table on page 24, Members noted that previously Capital 

Page 4



Finance and Audit Committee 18.02.2019

3

Expenditure used to report against Non-HRA and HRA. Following the introduction of the 
new prudential and treasury management code the table now splits across three 
categories: Non-HRA, HRA and Commercial Activities. In terms of the report the 
Commercial activities covers expenditure incurred via the property and land acquisition 
programme and things such as the Brookvale accommodation developments, it doesn’t 
cover the St Georges Centre or other streams like the Woodville’s 

 The table at paragraph 4.4,  showed the net financing need for every year shown in the 
report; 2017/18 and 2018/19 were fully covered from internal borrowing but from 2019/20 
onwards there will be a mix of internal borrowing and new external borrowing undertaken 
to support the Capital Programme 

 Starting on page 27, section 6 of the report refers to the external debt forecast for the 
Council, in 2018/19 GBC are expecting actual gross debt to be just under 94 million, the 
debt increases slightly in 2019/20 and backs down again in subsequent years. The drop 
for 2020/21 will be due to the repayment of the £8 million stock debt  

 The Council is projected to as maintain an under borrowed position throughout the 
report, the actual debt is below the capital financing requirement which demonstrates 
long term affordability

 A new indicator has been introduced on page 29 to demonstrate the percentage of total 
external debt related to commercial activity. In 2019/20 £5.9 million is expected to be 
borrowed to carry out works at Dering Way and to deliver the office accommodation at 
Brookvale 

 On page 33, section 13, the report listed the details of the Affordability Prudential 
Indicators which were required to assess the affordability of the capital investment plans. 
For the Capital Programme, an indicator has been added at the top of page 34 to show 
the level of income from commercial properties purchased through the Property 
Acquisition Programme in relation to net revenue spend.  

The Principal Accountant (HRA & Exchequer) advised that the Capital Strategy was a new 
requirement and it linked in with the Treasury Management Strategy. Member’s attention 
was directed to section 12 in the Capital Strategy 2019/20 on page 69 of the report which 
gave Members a more detailed look at the proposed Capital Programme for 2019/20 to 
2023/24. 

The Director (Corporate Services) added that he was very happy with the Treasury 
Management Strategy as it reflected the new requirements 
Concern was raised by a Member over paragraph 8.2 on page 67 of the report; how did the 
Council hold onto the funds that were contributed by developers and ensure it was spent on 
the earmarked item. 

The Assistant Director (Corporate Services) advised that the Council holds a schedule of all 
monies received, what the money had been earmarked for and if it had been spent. That 
removed the exposure the Council could face from a developer if a request was received to 
see if the money was spent correctly.  Finance and Planning worked together very closely 
and provided the information that Members saw in the Budget Monitoring report about those 
balances that were outstanding. 

Resolved that Members recommend to the Full Council that: 

1) The Treasury Management Strategy for 2019/20 as set out in Appendix 2 be agreed.

2) Delegated authority be given to the Director (Corporate Services), in consultation 
with the Chair of the Finance and Audit Committee, to amend the prudential and 
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treasury indicators as necessary as a result of the budget approved by Full Council 
on 26 February 2019.

3) The Minimum Revenue Provision (MRP) calculation on all new capital expenditure as 
set out in Section 5 of the Treasury Management Strategy Statement be approved for 
2019/20 and beyond in accordance with the Authority’s Capital Programme.

4) The Annual Investment Strategy for 2019/20 as set out in Section 14 of the Treasury 
Management Strategy Statement be agreed

5) The Capital Strategy for 2019/20 as set out in Appendix 3 be agreed.

93. Audit & Counter Fraud Update - Q3 2018-19 

Members were provided with an update on the work, outputs and performance of the Audit & 
Counter Fraud Team for the period 1 October 2018 to 31 December 2018.

The Head of Audit & Counter Fraud Shared Services advised that:  

 The level of resources available had been affected due to staff sickness, an 
unexpected vacancy earlier in the year and the fact that one Audit & Counter Fraud 
Officer took flexible retirement from 01 September 2018. Due to those reasons the 
forecasted net loss to date was approximately 75 days from the original resource 
budget of 660 days for Gravesham and an overall service loss of 210 days. It’s lower 
than the projection reported in September as no officers are signed up to any 
professional qualifications training, so the training allowances were removed from 
consideration 

 There is currently one full time vacancy in the service created by the three part time 
officers and the plan is to recruit to that post from 1st April or very soon after 

 The Work Plan had progressed well and is provided in section 4 of the report. There 
were four reviews finalised during the reporting period 

 An update against key performance indicators was provided at section 5 of the repot, 
the outturns provided were as at 31 December 2018. To date, Members were 
informed of the current position for the key indicators listed in the report: 

- AF&CF10 – 63% 
- AF&CF11 – 37% 
- AF&CF12a – 57% 
- AF&CF12b – 35%  

 
 Section 6 of the report set out the review of the plan to take into account the loss of 

resources, Members agreed a number of them at the meeting in November but the 
service requested an additional amendment to address the gap that remains 

 Section 7 of the report gave an update on all the recommendations; the two 
recommendations that were outstanding at the November 2018 meeting relating to 
Planning and Homeless had both been dealt with by 31 December 2018 as promised 
by the Director (Housing & Regeneration) 

 
Concern was raised by Members that only 7.3 days had been spent on Business Continuity 
as opposed to the Market which had 13.9 days spent on it which was almost four days over 
the budget; it was reflected that the Market is very often empty and Business Continuity was 
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a major issue which should have been a more significant priority with a higher number of 
days spent on it.  

The Head of Audit and Counter Fraud Shared Services advised that it was hard to pinpoint 
the exact reasons for that anomaly without looking back and checking who did the work and 
what information was available at that time. It was agreed that the Head of Audit and 
Counter Fraud Shared Services would review the previous work and circulate an answer to 
Members concerns outside of the meeting. 

Further concern was raised by a Member regarding an article in the messenger which spoke 
of alleged audit issues with the commercial group that provides a CCTV service to the 
partnership that Gravesham is part of.  After a brief discussion, the Director (Corporate 
Services) stated that it was a very sensitive issue which officers had been dealing with 
privately over the previous 24 hours; Members were advised that they would be given a full 
update on the issue as soon as it was available.  

The Assistant Director (Corporate Services) alerted Members that the Committee is not 
appropriate for further discussion at that moment in time as not enough information was 
allowed to be shared yet and the responsibility for that service fell under the Director 
(Communities). If a serious issue was needed to be dealt with regarding the CCTV service 
then the Director (Communities) would discuss it with the Portfolio Holder and take it through 
Cabinet. 

Resolved that Members: 

1. Noted the outputs and performance of the Audit & Counter Fraud Plan for 
Gravesham for the period 1 October 2018 to 31 December 2018 as detailed at 
Appendix 2.

2. Approved the amendment to the 2018-19 Audit & Counter Fraud Workplan as 
outlined in section 6 of the report at Appendix 2.

94. Audit & Counter Fraud Strategy Review 

Members were provided with an update on progress against the Audit & Counter Fraud 
Strategy 2016-2020 made by the team during 2018-19 to date. 

The Finance & Audit Committee approved the Audit & Counter Fraud Strategy 2016-2020 on 
22 March 2016. The Strategy was prepared to set out a clear vision and set of objectives for 
the development of the Shared Service over its first four years.

The Head of Audit and Counter Fraud Shared Services directed Members attention to page 
117 of the report which listed in full detail the strategic objectives and progress made in 
2017/18. 

Resolved that Members noted the progress made by the Audit & Counter Fraud Team 
towards delivering its strategic objectives during the 2018-19 year to date.

95. Audit & Counter Fraud Quality Assurance & Improvement Programme 
Review 
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The Head of the Audit & Counter Fraud Shared Services sought approval for the Audit & 
Counter Fraud Shared Service Quality Assurance & Improvement Programme.

The Head of the Audit & Counter Fraud Shared Services explained that the Programme was 
an essential list of performance indicators that were required to be reviewed on an annual 
basis and listed the changes: 

 One minor amendment to the body of the document was the removal of reference to 
the post ‘Audit & Counter Fraud Manager’ as the post had been deleted 

 A new measure had also been inserted at PM11a ‘Number of days spent on SPOC 
associated duties’ (single point of contact). It was previously included in proportion of 
time spent on counter fraud work but there were inaccuracies when it was a part of 
that measure. The new measure was added to make it more accurate and reflect the 
time spent on duties communicating  with the DWP and Police on inquires relating to 
benefit fraud cases 

 A third option was added to PM20 – ‘c) Prevented Losses (Savings associated with 
blocked applications)’ 

The Head of Audit & Counter Fraud Shared Services responded to a Members question 
regarding qualitative and quantitative data; the performance indicators were required as part 
of the internal auditing standards to have the Programme in place. The amount of time spent 
on counter fraud work and audit work was to demonstrate that the Council is trying to meet 
targets in both areas. The % of assignments delivered was a measurement of how much of 
the Councils plan the service delivers and the quantitative data was in the body of update 
report and annual update reports showing how much time had been spent on auditing.  

Resolved that Members approved the QAIP presented at Appendix 2 for use in 2019-20.

96. Development of the Corporate Risk Register for 2019-2020 

Members were presented with the outcome of the annual risk identification and analysis 
exercise that was carried out to assist in the development of Gravesham Borough Council's 
Corporate Risk Register for 2019-2020.

The report also considered the review of the Corporate Risk Management Strategy which 
resulted in updates being made to the strategy that reflect recommendations made by 
Members and Internal Audit. 

The Risk Management Strategy was reviewed and the following amendments made:

 The term ‘Marginal’ used in the Risk Matrix adopted by the council was changed to 
‘Significant’ and the definition of the risk revised as a consequence to clarify terms 
used, as proposed by a Member of the Finance and Audit Committee in April 2018 

 The role of Service Managers in risk management as set out in the table at Appendix 
III of the Strategy was updated to reflect that those officers will identify both corporate 
and operational risks. That update was in response to an Internal Audit 
recommendation 

The Assistant Director (Corporate Services) informed the Committee that the amended Risk 
Management Strategy was attached at appendix 2 and would be presented to Cabinet for 
approval next Monday (25/02/2019). 
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The Assistant Director (Corporate Services) advised Members that the existing Corporate 
Risk Register had seven risks recorded from 2018/19; at appendix 3 an exercise was carried 
out that analysed these risks to the Council and identified five of the original seven which still 
posed a significant risk. Those five have been carried forward to the draft 2019/20 Corporate 
Risk Register. 

The two risks that were removed were: 

 Business Rates Retention Scheme – The Council considered it prudent to include the 
risk within Risk 1 ‘Ongoing financial viability of the Council’ 

 General Data Protection Regulations (GDPR) – The risk was assessed and it has 
been concluded that the risk is now below the council’s risk tolerance level and 
therefore this should be managed as a service level risk  

Two additional risks that were identified by Members at the Finance & Audit Committee 
meeting in November 2018 for inclusion on the Corporate Risk Register 2019/20 were: 

 Withdrawal of the United Kingdom from the European Union
 Cyberattack resulting in data breach or corruption of data

These risks had also been assessed and were considered to be above the council’s risk 
tolerance threshold, and consequently have been included in the draft 2019/20 Corporate 
Risk Register.

The Assistant Director (Corporate Services) explained that the Risk Management Strategy 
and Draft Corporate Risk Register would be considered by Cabinet next Monday and the 
Minute regarding this item from Finance & Audit Committee on Monday, 18 February 2019 
would be presented to Members of Cabinet for consideration in their item.  

Members voiced their concern over the managed risks within Risk 7 ‘Withdrawal of the 
United Kingdom from the European Union’; it was felt that the wrong risks were being 
managed such as inability to get into the office as the vast majority of staff could walk to 
work. There were a number of much deeper concerns that Brexit could make than working 
from home such as managing waste disposal in the Borough if the infrastructure breaks 
down. 

The Chair pointed out that page 185 of the report showcased a table that gave a breakdown 
of the potential consequences to the road network and waste. 

One Member felt that the consequences listed under the risks at appendix 4 should have 
been included on appendix 3 under ‘Analysis of Risks’ to make it clearer. The Assistant 
Director (Corporate Services) advised that the ‘Analysis of Risks’ was used to create the 
Corporate Risk Register and the consequences recorded at appendix 4 were required to 
show what management action was needed to mitigate each risk. It was stated that each 
department within the Council had renewed their business continuity plans and created an 
individual Brexit service risk register that they could reference should the necessity arise. 
The plans identified the service delivery risks to each department as well as setting out 
arrangements to manage issues around service delivery should they arise. 

After a brief discussion on Brexit, the Assistant Director (Corporate Services) explained to 
Members that the Committee’s purpose was to review and shape the entries in the draft 
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Corporate Risk Register prior to this being presented to Cabinet; anything additional that 
needed to be added or reflected in the Risk Register could therefore be actioned prior to it 
being presented to Cabinet approval. 

The Chair thanked the officers for including Universal Credit in the Corporate Risk Register 
2019/20 as many residents in Gravesham were having issues with the new system.

No changes to the 2019/20 draft Corporate Risk Register were proposed.

Resolved that Members: 

 Endorsed the changes/updates made to the Corporate Risk Management Strategy, 
prior to it being presented to Cabinet for approval 

 Reviewed the draft version of the Corporate Risk Register that has been developed 
for 2019-20, prior to it being presented to Cabinet for approval  

97. Budget Monitoring Report - 2018-19 (Q3) 

The Committee was provided with information on actual performance against the approved 
Revenue and Capital budgets for 2018/19, including known variances agreed or identified 
through budgetary control activity. 

Members were also updated on other key arears of financial performance that may impact 
on the Council’s Medium Term Financial Strategy, Medium Term Financial Plan, HRA 
Business Plan or Financial Statements.

The Principal Accountant (HRA & Exchequer) advised that it was the third budget monitoring 
report of the 2018/19 financial year for the third quarter to 31 December 2018 and directed 
Members attention to Page 190 of the report. It was a detailed one page executive summary 
that highlighted and explained the main points from the report regarding:  

 General Fund (Revenue)
 General Fund (Capital)
 HRA (Revenue)
 Housing Capital

The Principal Accountant (HRA & Exchequer) further guided Members through the 
aforementioned fields outlined in the executive summary highlighting key points on pages 
191-216 of the report. 

The Chair asked that thanks be noted for the officer’s hard work during the quarter and in 
producing the detailed report. 

98. PSAA Audit Quality Monitoring Arrangements 

Members were informed of updates made by the PSAA to the arrangements to monitor local 
audit quality for the audit year 2018-19. 

The Assistant Director (Corporate Services) informed the Committee that the report was an 
information only item to make sure Members were kept informed of the arrangements that 
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Public Sector Audit Appointments had put in place to monitor the quality of the external audit 
services that councils receive under the current audit contracts.   

In December 2018 PSAA updated their quality monitoring arrangements for the audit year 
2018-19. A report explaining those updates was attached at Appendix 2 for Member 
information. 

Close of meeting 

The meeting ended at 9:44pm. 
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Classification: Public
Key Decision: No

Gravesham Borough Council

Report to: Finance & Audit Committee

Date: 12 March 2019

Reporting officer: Emily McKeown, Grant Thornton

Subject: External Audit Plan – Year ending 31 March 2019

Purpose and summary of report: 
To inform Members of the planned work of the external auditor in conducting their audit of the 
council’s Statement of Accounts 2018-19.  

Recommendation:
1. The Finance and Audit Committee is invited to note the audit plan.

1. Introduction

1.1 The audit plan attached at Appendix Two provides an overview of the planned 
scope and timing of the statutory audit of Gravesham Borough Council, which will 
cover the audit of the financial statements and the preparation of a value for 
money conclusion for the council for 2018-19.  

1.2 The auditors have completed their interim fieldwork visit and have provided a 
short report on their conclusions from this.  The report is attached at Appendix 
Three for Member information.

2. Contacts

2.1 Grant Thornton UK LLP are the authors of the report.

3. Background Papers

3.1 There are no background papers to this report.  

Anyone wishing to inspect background papers should, in the first place, be directed to 
Committee & Electoral Services who will make the necessary arrangements.
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IMPLICATIONS APPENDIX 1

Legal N/A

Finance and Value 
for Money 

N/A

Risk Assessment N/A

A data protection impact assessment (DPIA) should be carried out at the start of 
any major project involving the use of personal data or if you are making a 
significant change to an existing process. 

a. Does the project/change being recommended through this paper involve the 
processing of personal data or special category data or criminal offence data? 
A definition of each type of data can be found on the Information 
Commissioner’s Office website via the above links.
N/A

b. If yes to question a, have you completed and attached a DPIA including Data 
Protection Officer advice?
N/A

Data Protection 
Impact Assessment

c. If no to question b, please seek advice from your nominated DPIA assessor or 
the Information Governance Team at gdpr@medway.gov.uk.
N/A

a. Does the decision being made or recommended through this paper have 
potential to cause adverse impact or discriminate against different groups in the 
community? If yes, please explain answer.
N/A

b. Does the decision being made or recommended through this paper make a 
positive contribution to promoting equality? If yes, please explain answer.
N/A

Equality Impact 
Assessment

In submitting this report, the Chief Officer doing so is confirming that they have 
given due regard to the equality impacts of the decision being considered, as noted 
in the table above

Corporate Plan There are no direct implications for the Council’s strategic priorities. 
The work of the External Auditor provides assurance of the council’s financial 
management arrangements and as such provides evidence of the delivery against 
Strategic Objective 4 - Sound & self-sufficient council.

Crime and Disorder N/A

Digital and website 
implications

N/A

Page 14

https://ico.org.uk/for-organisations/guide-to-the-general-data-protection-regulation-gdpr/key-definitions/what-is-personal-data/
https://ico.org.uk/for-organisations/guide-to-the-general-data-protection-regulation-gdpr/lawful-basis-for-processing/special-category-data/
https://ico.org.uk/for-organisations/guide-to-the-general-data-protection-regulation-gdpr/lawful-basis-for-processing/criminal-offence-data/
mailto:gdpr@medway.gov.uk


3

Safeguarding 
children and 
vulnerable adults

N/A
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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.
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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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Introduction & headlines
Purpose

This document provides an overview of the planned scope and timing of the statutory

audit of Gravesham Borough Council Authority (‘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 Gravesham. 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 Finance 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 Finance 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.

Our audit approach is based on a thorough understanding of the Authority's business and is

risk based.

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

• Valuation of property, plant and equipment

• Valuation of pension fund net liability

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.

Materiality We have determined planning materiality to be £1.50m (PY £1.59m), which equates to 2% 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 £75k (PY £85k). 

Value for Money arrangements Our risk assessment regarding your arrangements to secure value for money has identified Brexit as a VFM significant risk. This is based

on high level discussions with management, our review of the council committee minutes and our cumulative audit knowledge. Our risk 

assessment will be dynamic and ongoing during the audit.

Audit logistics Our interim visit took place in February 2019 and our final visit will take place in June and July 2019.  Our key deliverables are this Audit 

Plan and our Audit Findings Report.

Our fee for the audit will be £41,036 (PY: £53,294) for the Council.

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..
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Key matters impacting our audit

External Factors

Our response

Internal Factors

• You will see changes in the terminology we use in 

our reports that will align more closely with the ISAs

• We will be testing more of your controls.

• We will ensure that our resources and testing are 

best directed to address your risks in an effective 

way.

.

The wider economy and political uncertainty

Local Government funding continues to be stretched with 

increasing cost pressures and  demand from residents. 

This is due to the lack of clarity regarding the future of 

local government funding and legislative change, 

including macroeconomic considerations such as the 

impact of Brexit. 

Despite this, the council continues to operate robust 

budgetary control actions to ensure good financial 

governance and respond to the pressures on the council’s 

finances. 

• 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 

Authority and will review related disclosures in the 

financial statements. 

Changes to the CIPFA 2018/19 Accounting Code 

The most significant changes relate to the adoption of:

• IFRS 9 Financial Instruments which impacts on the 

classification and measurement of financial assets and 

introduces a new impairment model. 

• IFRS 15 Revenue from Contracts with Customers which 

introduces a five step approach to revenue recognition.

New audit methodology

We will be using our new audit methodology and tool, 

LEAP, for the 2018/19 audit. It will enable us to be more 

responsive to changes that may occur in your 

organisation and more easily incorporate our knowledge 

of the Authority into our risk assessment and testing 

approach. 

• We will keep you informed of changes to the financial  

reporting requirements for 2018/19 through on-going 

discussions and invitations to our technical update 

workshops.

• As part of our opinion on your financial statements, we 

will consider whether your financial statements reflect the 

financial reporting changes in the 2018/19 CIPFA Code.
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Audit approach

Use of audit, data interrogation and analytics software

IDEA

• We use one of the world's 

leading data interrogation software tools, called 

'IDEA' which integrates the latest data analytics 

techniques into our audit approach

• We have used IDEA since its inception in the 

1980's and we were part of the original 

development team. We still have heavy 

involvement in both its development and delivery 

which is further enforced through our chairmanship 

of the UK IDEA User Group

• In addition to IDEA, we also other tools like ACL 

and Microsoft SQL server

• Analysing large volumes of data very quickly and 

easily enables us to identify exceptions which 

potentially highlight business controls that are not 

operating effectively

Appian

Business process management

• Clear timeline for account review:

− disclosure dealing

− analytical review

• Simple version control

• Allow content team to identify potential risk areas 

for auditors to focus on
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Inflo

Cloud based software which uses data analytics to 

identify trends and high risk transactions, generating 

insights to focus audit work and share with clients.

LEAP

Audit software

• A globally developed ISA-aligned methodology and 

software tool that aims to re-engineer our audit 

approach to fundamentally improve quality and 

efficiency

• LEAP empowers our engagement teams to deliver 

even higher quality audits, enables our teams to 

perform cost effective audits which are scalable to 

any client, enhances the work experience for our 

people and develops further insights into our 

clients’ businesses

• A cloud-based industry-leading audit tool developed 

in partnership with Microsoft
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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 Key aspects of our proposed response to the risk

Management over-ride 

of controls
Under ISA (UK) 240 the risk of management over-ride of 

controls is a non-rebuttable presumed risk present in all 

entities.

We therefore identified management override of control, in 

particular journals, management estimates and transactions 

outside the course of normal business as a significant risk.

We will:

• gain an understanding of the accounting estimates, judgements applied and decisions 

made by management and consider their reasonableness

• obtain a full listing of journal entries, identify and test unusual journal entries for 

appropriateness

• evaluate the rationale for any changes in accounting policies or significant unusual 

transactions.

Valuation of property, 

plant and equipment
The valuation of land and buildings is a key accounting 

estimate which is sensitive to changes in assumptions and 

market conditions.   

The Council revalues its land and buildings on an 

quinquennial basis to ensure that carrying value is not 

materially different from fair value. This represents a 

significant estimate by management in the financial 

statements. 

We therefore identified valuation of land and buildings, 

particularly revaluations and impairments, as a significant 

risk.

We will:

• review management's processes and assumptions for the calculation of the estimate, the 

instructions issued to valuation experts and the scope of their work

• consider the competence, expertise and objectivity of any management experts used

• discuss with the valuer the basis on which the valuation is carried out and challenge of the 

key assumptions

• review and challenge the information used by the valuer to ensure it is robust and 

consistent with our understanding

• test revaluations made during the year to ensure that they are input correctly into the 

Council’s asset register

• evaluate the assumptions made by management for those assets not revalued during the 

year and how management has satisfied themselves that these are not materially different 

to current value.
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Risk Reason for risk identification Key aspects of our proposed response to the risk

Valuation of the 

pension fund 

net liability

The Council’s pension fund net liability,

as reflected in its balance sheet as the net defined benefit liability, 

represents a significant estimate in the financial statements.

The pension fund net liability is considered a significant estimate due to 

the size of the numbers involved and the sensitivity of the estimate to 

changes in key assumptions.

We therefore identified valuation of the Authority’s pension fund net liability 

as a significant risk, which was one of the most significant assessed risks 

of material misstatement.

We will:

• update our understanding of the processes and controls put in place by 

management to ensure that the Authority’s pension fund net liability is not 

materially misstated and evaluate the design of the associated controls;

• evaluate the instructions issued by management  to their management expert 

(an actuary) for this estimate and the scope of the actuary’s work;

• assess the competence, capabilities and objectivity of the actuary who carried 

out the Authority’s pension fund valuation; 

• assess the accuracy and completeness of the information provided by the 

Authority to the actuary to estimate the liability;

• 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 the consulting actuary (as 

auditor’s expert) and performing any additional procedures suggested within 

the report; and

Significant risks identified

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 2019.

The revenue 

cycle includes 

fraudulent 

transactions 

(rebutted)

Under ISA (UK) 240 there is a rebuttable presumed risk that revenue may be

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.

Having considered the risk factors set out in ISA240 and the nature of the 

revenue streams at the Authority, 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 

Gravesham Borough Council, mean that all forms of fraud are seen as 

unacceptable

Therefore we do not consider this to be a significant risk for Gravesham

borough council.

NA – As we are rebutting this risk as significant the testing completed on the 

revenue cycles will be proportionate to their standard, non-elevated risk level. 
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Other matters

Other work

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 Statement [and any other 

information published alongside your financial statements] to check that they are 

consistent with the financial statements on which we give an opinion and consistent 

with our knowledge of the Authority.

• We carry out work to satisfy ourselves that disclosures made in your Annual 

Governance Statement are in line with the guidance issued by CIPFA.

• 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 legislation and the Code, as and when required, 

including:

• Giving electors the opportunity to raise questions about your 2018/19 

financial statements, consider and decide upon any objections received in 

relation to the 2018/19 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.

• We certify completion of our audit.

Other material balances and transactions

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.

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 Authority's ability to continue as a going concern” (ISA

(UK) 570). We will review management's assessment of the going concern assumption

and evaluate the disclosures in the financial statements.

PSAA Contract Monitoring

Gravesham Borough Council opted into the Public Sector Audit Appointments (PSAA) 

Appointing Person scheme which starts in 2018/19. PSAA appointed Grant Thornton as 

auditors. PSAA is responsible under the Local Audit (Appointing Person) Regulations 

2015 for monitoring compliance with the contract and is committed to ensuring good 

quality audit services are provided by its suppliers. Details of PSAA’s audit quality 

monitoring arrangements are available from its website, www.psaa.co.uk.

Our contract with PSAA contains a method statement which sets out the firm’s 

commitment to deliver quality audit services, our audit approach and what clients can 

expect from us. We have set out commitment to deliver a high quality audit service in the 

attached presentation. We hope this is helpful. It will also be a benchmark for you to 

provide feedback on our performance to PSAA via its survey in Autumn 2019.
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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.

Materiality for planning purposes

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 £1.50m (PY £1.59m) for the

Authority, which equates to 2% of your prior year gross expenditure 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 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 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 £75k (PY £85k).

If management have corrected material misstatements identified during the course of

the audit, we will consider whether those corrections should be communicated to the

Finance and Audit Committee to assist it in fulfilling its governance responsibilities.

Prior year gross expenditure

£75.5m Materiality

Prior year gross expenditure

Materiality

£1.50m

Authority financial 

statements materiality

(PY: £1.59m)

£75k

Misstatements reported 

to the Finance and Audit 

Committee

(PY: £85k)
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Value for Money arrangements

Background to our VFM approach

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.

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:

Significant VFM risks

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.

Informed 

decision 

making

Sustainable 

resource 

deployment

Working 

with partners 

& other third 

parties

Value for 

Money 

arrangements 

criteria

Brexit

With the UK due to leave the European Union on 29th March 2019, there 
will be national and local implications resulting from Brexit that will impact on 
GBC which they will need to plan for. 

We will review GBC's arrangements and plans in place to mitigate any risks 
on Brexit. Our review will focus on areas such as workforce planning, supply 
chain analysis, regulatory impact and impacts on the finances including 
investments.
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Audit logistics, team & fees

Audit fees

The planned audit fees are £41,036 (PY: £53,294) for the financial statements audit 

completed under the Code, which are inline with the scale fee published by PSAA. In 

setting your fee, we have assumed that the scope of the audit, and the Authority and its 

activities, do not significantly change.

Our requirements

To ensure the audit is delivered on time and to avoid any additional fees, we have detailed 

our expectations and requirements in the following section ‘Early Close’. If the 

requirements detailed overleaf are not met, we reserve the right to postpone our audit visit 

and charge fees to reimburse us for any additional costs incurred.

Elizabeth Jackson, Engagement Lead

Elizabeth is responsible for the overall delivery of the Audit plan, 

covering the totality of our work across the opinion and VFM audits. 

This includes liaison with senior officers and ensuring we meet and 

exceed your service expectations.

Emily McKeown, Engagement Manager

Emily is responsible for planning, managing the audit, and 

providing feedback to you throughout the audit process. Emily will 

liaise with your finance team and ensure the Audit plan is applied 

throughout the course of audit testing.

Ibukun Oluwasegun, Audit In-charge

Ibukun is responsible for the delivery of the audit, acting as first 

point of contact for the finance team. Ibukun will be working along 

side a team of associates to carry out the applicable audit tests.

Planning and

risk assessment 

Interim audit

WC 14/01/2019

Year end audit

WC 17/06/2019

Finance and Audit

committee

12/3/2019

Audit

committee

July

Audit

committee

July

Audit 

Findings 

Report

Audit 

opinion

Audit plan 

incorporating 

Interim Progress 

Report

Annual 

Audit 

Letter
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Early close

Meeting the 31 July audit timeframe

In the prior year, the statutory date for publication of audited local government 

accounts was brought forward to 31 July, across the whole sector. This was a 

significant challenge for local authorities and auditors alike. For authorities, the time 

available to prepare the accounts was curtailed, while, as auditors we had a shorter 

period to complete our work and faced an even more significant peak in our workload 

than previously.

We achieved the early close in 2017/18 and anticipate to achieve this in 2018/19 

audit. Therefore, we have carefully planned how we can make the best use of the 

resources available to us during the final accounts period. As well as increasing the 

overall level of resources available to deliver audits, we have focused on:

• bringing forward as much work as possible to interim audits

• starting work on final accounts audits as early as possible, by agreeing which 

authorities will have accounts prepared significantly before the end of May

• seeking further efficiencies in the way we carry out our audits

• working with you to agree detailed plans to make the audits run smoothly, 

including early agreement of audit dates, working paper and data requirements 

and early discussions on potentially contentious items.

We are satisfied that, if all these plans are implemented, we will be able to complete 

your audit and those of our other local government clients in sufficient time to meet 

the earlier deadline. 

Client responsibilities

Where individual 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. We will therefore conduct audits in line with the timetable set out 

in audit plans (as detailed on page 11). Where the elapsed time to complete an audit exceeds 

that agreed due to a client not meetings 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 by the 

statutory deadline. Such audits are unlikely to be re-started until very close to, or after the 

statutory deadline. In addition, it is highly likely that these audits will incur additional audit fees.

Our requirements 

To minimise the risk of a delayed audit or additional audit fees being incurred, 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.

In return, we will ensure that:

• the audit runs smoothly with the minimum disruption to your staff

• you are kept informed of progress through the use of an issues tracker and weekly 

meetings during the audit

• we are available to discuss issues with you prior to and during your preparation of the 

financial statements. 
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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 Eth ical 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

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/ No other 

services were identified

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. 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. 

Service £ Threats Safeguards

Audit related

Certification of Housing 

Benefit grant

20,000 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 £20,000 in comparison to the total fee for the audit of £41,036 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.

Certification of Pooling 

Capital Receipts

1,500 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 £1,500 in comparison to the total fee for the audit of £41,036 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.
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The Local Government economy 

Local authorities face unprecedented challenges including:

- Financial Sustainability – addressing funding gaps and balancing needs against resources

- Service Sustainability – Adult Social Care funding gaps and pressure on Education, Housing, 

Transport

- Transformation – new models of delivery, greater emphasis on partnerships, more focus on 

economic development

- Technology – cyber security and risk management

At a wider level, the political environment remains complex:

- The government continues its negotiation with the EU over Brexit, and future arrangements 

remain uncertain.

- 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 keep you informed of changes to the financial  reporting requirements for 2018/19 

through on-going discussions and invitations to our technical update workshops.

New 
opportunities 
and challenges 
for your 
community

 We work closely with our clients to ensure that we understand their financial challenges, 

performance and future strategy.

 We deliver robust, pragmatic and timely financial statements and Value for Money audits

 We have an open, two way dialogue with clients that support improvements in arrangements 

and the audit process

 Feedback meetings tell us that our clients are pleased with the service we deliver. We are not 

complacent and will continue to improve further

 Our locally based, experienced teams have a commitment to both our clients and the wider 

public sector

 We are a Firm that specialises in Local Government, Health and Social Care, and Cross Sector 

working, with over 25 Key Audit Partners, the most public sector specialist Engagement Leads 

of any firm

 We have strong relationships with CIPFA, SOLCAE, the Society of Treasurers, the Association 

of Directors of Adult Social Care and others. 

 We propose a realistic fee, based on known local circumstances and requirements.

Our relationship 
with our 
clients– why are 
we best placed?

 Early advice on technical accounting  issues, providing certainty of accounting treatments, future 

financial planning implications and resulting in draft statements that are 'right first time’

 Knowledge and expertise in all matters local government, including local objections and 

challenge, where we have an unrivalled depth of expertise. 

 Early engagement on issues, especially on ADMs, housing delivery changes, Children services 

and Adult Social Care restructuring, partnership working with the NHS, inter authority 

agreements, governance and financial reporting

 Implementation of our recommendations have resulted in demonstrable improvements in your 

underlying arrangements, for example accounting for unique assets, financial management, 

reporting and governance, and tax implications for the Cornwall Council companies 

 Robust but pragmatic challenge – seeking early liaison on issues, and having the difficult 

conversations early to ensure a 'no surprises' approach – always doing the right thing

 Providing regional training and networking opportunities for your teams on technical accounting 

issues and developments and changes to Annual Reporting requirements

 An efficient audit approach, providing  tangible benefits, such as releasing finance staff earlier 

and prompt resolution of issues.

Delivering real 
value through:

“I have found Grant Thornton to be 

very impressive…..they  bring a real 

understanding of the area. Their 

insights and support are excellent. 

They are responsive, pragmatic and, 

through their relationship and the 

quality of their work, support us in 

moving forward through increasingly 

challenging times. I wouldn't hesitate to 

work with them."

Director of Finance, County Council 

Our commitment to our local government 

clients

• Senior level investment

• Local presence enhancing our 

responsiveness, agility and flexibility.

• High quality audit delivery

• Collaborative working across the 

public sector

• Wider connections across the public 

sector economy, including with health 

and other local government bodies

• Investment in Health and Wellbeing, 

Social Value and the Vibrant Economy 

• Sharing of best practice and our 

thought leadership.

• Invitations to training events locally 

and regionally – bespoke training for 

emerging issues

• Further investment in data analytics 

and informatics to keep our knowledge 

of the areas up to date and to assist in 

designing a fully tailored audit 

approach

Appendix – Grant Thornton and Local Government
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© 2018 Grant Thornton UK LLP. All rights reserved.

‘Grant Thornton’ refers to the brand under which the Grant Thornton member firms provide assurance, tax and advisory services to their clients and/or refers to one or more member 

firms, as the context requires.

Grant Thornton UK LLP is a member firm of Grant Thornton International Ltd (GTIL). GTIL and the member firms are not a worldwide partnership. GTIL and each member firm is a 

separate legal entity. Services are delivered by the member firms. GTIL does not provide services to clients. 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. 

grantthornton.co.uk
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Results of Interim Work

2

Work performed Conclusions and recommendations

Control Environment We have obtained an understanding of the overall control environment relevant to the 

preparation of the financial statements including:

• Communication and enforcement of integrity and ethical values

• Commitment to competence

• Participation by those charged with governance

• Management's philosophy and operating style

• Organisational structure

• Assignment of authority and responsibility

Our work has identified no material weaknesses which are likely to

adversely impact on the council's financial statements.

Walkthrough Testing We have completed walkthrough tests of the council's operating systems in areas 

where we consider that there is a risk of material misstatement to the financial 

statements. 

Our work has not identified any weaknesses which impact on our

audit approach. Internal controls have been implemented by the 

council in accordance with our documented understanding.

Journal control environment We have reviewed the council‘s journal entry policies and procedures as part journal 

early testing strategy.

We have not identified material weaknesses which are likely to

adversely impact on your control environment or financial

statements.

We have completed planning for the 2018/19 financial statements audit and have issued a detailed audit plan, setting out our proposed approach to the audit of the Council's 2018/19 financial 

statements. Our interim fieldwork visit included:

• Updated review of the council’s control environment

• Updated understanding of financial systems

• Early substantive testing
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Results of Interim Work

3

Work performed Conclusions and recommendations

Early substantive

testing

We carried out the following early substantive work:

• Substantive testing of fees, charges and other revenue items up to period 9

• Substantive testing of Property, Plant and Equipment (PPE) additions up to period 9

• Substantive testing of journals up to period 9

• Testing of starters and leavers for the first 9 months of the year

• Substantive analytical review of payroll expenditure up to period 9

The results of early testing are as follows:

• Our samples for fees, charges and other revenue have been 

agreed to invoices and bank statements (or equivalent) 

proving receipt of income. (Please note that we have agreed 

to view the physical cheques for two of the revenue sample 

during our next visit).

• All PPE additions samples have been agreed to appropriate 

supporting documentation proving the purchase of the item 

and the treatment . This is to ensure that assets have been 

correctly capitalised.

• All of our journal samples were supported with appropriate 

evidence and explanations.

• All  starters and leavers were identified to have been recorded 

in the appropriate months.

• We have also reviewed payroll trends over the first 9 months 

to obtain assurance over completeness.
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Classification:  
Part 1 – Public                                
  
Key Decision:
No

 

Gravesham Borough Council

Report to: Finance & Audit Committee

Date: 12 March 2019

Reporting officer: Sarah Parfitt – Assistant Director (Corporate Services)

Subject: Review of Accounting Policies 2018-19

Purpose and summary of report: 

To seek endorsement of the Accounting Policies to be used in formulating the Financial 
Statements for the authority for the financial year 2018-19.

Recommendation:

1. Members are asked to endorse the use of the Accounting Policies as outlined at Appendix 
Two to this report, subject to comments from the Council’s external auditor.

1. BACKGROUND

1.1 The Accounts & Audit (England) Regulations 2015 requires local authorities to 
prepare their annual financial statement of accounts in accordance with ‘proper 
accounting practice’.  For local authorities, proper accounting practice is defined 
as that contained within the CIPFA Code of Practice on Local Authority 
Accounting in the United Kingdom (The Code).  

1.2 Accounting policies are the principles, bases, conventions, rules and practices 
applied by an authority that specify how the effects of transactions and other 
events are to be reflected in its financial statements.  This may be through 
recognising, selecting measurement bases for, and presenting assets, liabilities, 
gains, losses and changes in reserves. Except where explicitly specified in The 
Code, or due to specific legislative requirements, it is for an authority to select the 
accounting policies that are most appropriate to its particular circumstances.

1.3 The Terms of Reference of the Finance & Audit Committee require it to review the 
annual accounting policies to be used in preparing the annual statement of 
accounts.
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2. ACCOUNTING POLICIES FOR 2018-19

2.1 The Code for 2018-19 has been published and a review of the Council’s 
accounting policies has been conducted to ensure that these are in line with the 
requirements of The Code.  

2.2 There are two main changes to The Code that have been identified as being of 
influence to the council’s accounting policies for 2018-19, principally from new 
International Financial Reporting Standards (IFRSs). These concern the adoption 
of IFRS9 - Financial Instruments, and IFRS 15 - Revenue from Contracts with 
Customers. Other accounting policies remain in line with those used to prepare 
the 2018-19 Statement of Accounts.  A summary of the changes are provided 
below:

2.2.1 IFRS15 - Revenue from Contracts with Customers recognises 
contracted revenue at the point at which services are delivered to service 
recipients, not necessarily when cash payments are made or received.   
The Standard defines a contract as being an agreement with enforceable 
rights and obligations, and requires a five step approach to the recognition 
and measurement of revenue income. The requirements have been 
incorporated in Accounting Policy 1.3 at Appendix Two and are not 
expected to have a material impact on the Council’s accounts.

2.2.2 IFRS9 - Financial Instruments recognises a change of classification and 
measurement of financial assets and the accounting treatment of gains 
and losses on investments.  Financial assets are now classified into three 
categories either at amortised cost, fair value through other 
comprehensive income or at fair value through profit and loss.  The 
classification is determined by the cash flow and business model 
characteristics of the financial assets and is determined at the time of initial 
recognition.  The requirements have been incorporated in Accounting 
Policies 1.26 to 1.30 at Appendix Two.  The Government has introduced a 
five-year statutory override for local authorities, though during the period of 
the statutory override, local authorities will be required to disclose profits 
and losses from pooled investments. This will result in changes to the 
presentation of the Council’s financial statements and disclosure note 
requirements.

2.3 The Accounting Policies to be used in formulating the Financial Statements for the 
authority for the financial year 2018-19 are provided at Appendix Two for Member 
review and endorsement.  

2.4 Members should note that the accounting policies have been shared with the 
external auditors and may therefore be subject to any comments / feedback from 
the Council’s external auditors. Any material changes to the accounting policies 
subsequently found to be necessary will be accompanied by an explanation of the 
impact of the change in policy within the financial statements.   

3. BACKGROUND PAPERS

3.1 The CIPFA Code of Practice on Local Authority Accounting in the United Kingdom 
‘Guidance Notes for Practitioners’ is held by Financial Services.

Anyone wishing to inspect background papers should, in the first place, be 
directed to Committee & Electoral Services who will make the necessary 
arrangements.
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IMPLICATIONS APPENDIX 1

Legal The Accounts & Audit (England) Regulations 2015 requires local authorities to 
prepare their annual financial statement of accounts in accordance with ‘proper 
accounting practice’.  

Finance and Value 
for Money 

The potential costs of not updating the accounting policies could include additional 
audit fees should further testing or extra audit time be required.

Risk Assessment It is considered that the policies presented to the Finance & Audit Committee within 
this report are properly in line with the statutory guidance.  In conducting the review 
of the accounting policies, Officers have attended a CIPFA event and a separate 
Grant Thornton event on applying The Code to the preparation of the 2018-19 
accounts.

If the accounting policies were not in accordance with statutory guidance and The 
Code, the accounts for the financial year could receive a qualified opinion from 
Grant Thornton, the Council’s external auditors.

A data protection impact assessment (DPIA) should be carried out at the start of 
any major project involving the use of personal data or if you are making a 
significant change to an existing process. 

a. Does the project/change being recommended through this paper involve the 
processing of personal data or special category data or criminal offence data? 

A definition of each type of data can be found on the Information 
Commissioner’s Office website via the above links.   

No

b. If yes to question a, have you completed and attached a DPIA including Data 
Protection Officer advice?

N/A

Data Protection 
Impact Assessment

c. If no to question b, please seek advice from your nominated DPIA assessor or 
the Information Governance Team at gdpr@medway.gov.uk.

N/A

Equality Impact 
Assessment

a. Does the decision being made or recommended through this paper have 
potential to cause adverse impact or discriminate against different groups in the 
community? If yes, please explain answer.

No
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b. Does the decision being made or recommended through this paper make a 
positive contribution to promoting equality? If yes, please explain answer.

No

In submitting this report, the Chief Officer doing so is confirming that they have 
given due regard to the equality impacts of the decision being considered, as noted 
in the table above

Corporate Plan Corporate Objective 4: A sound and self-sufficient council.

Crime and Disorder N/A

Digital and website 
implications

The draft and final versions of the statement of accounts will be published on the 
council website.

Safeguarding 
children and 
vulnerable adults

N/A
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ACCOUNTING POLICIES

STATEMENT OF ACCOUNTING POLICIES

1.1. General
Local Authorities are required to prepare their annual financial statements by the 
Accounts & Audit (England) Regulations 2015.  The regulations require these 
statements to be prepared in accordance with ‘proper accounting practice’.
Each year CIPFA produces a “Code of Practice on Local Authority Accounting in the 
United Kingdom” (The Code).  The Code has been defined as proper accounting 
practice for the purpose of preparing the annual financial statements of the council 
and is based on approved accounting standards, comprising International Accounting 
Standards (IAS), International Financial Reporting Standards (IFRSs) approved by 
the International Accounting Standards Board, International Public Sector Accounting 
Standards (IPSAS) and the Urgent Issues Task Force’s (UITF) Abstracts.
The following Accounting Policies set out the general principles used by Gravesham 
Borough Council to prepare its annual financial statements. 

1.2. Accounting Concepts & Qualitative Characteristics
In general, the accounts are prepared on the basis of historical cost modified by the 
revaluation of land, buildings, vehicles and plant, subject to and in accordance with 
the fundamental accounting concepts set out below:
Relevance
In accordance with IAS 8 - Accounting Polices, Changes in Accounting Estimates 
and Errors, the accounts are prepared to provide readers with information about the 
Council’s financial performance and position that is useful for assessing the 
stewardship of public funds.
Reliability
The accounts are prepared on the basis that the financial information contained 
within them is reliable, i.e. they are free from material error, deliberate or systematic 
bias, complete within the bounds of materiality and represent faithfully what they 
intend to represent. Where there is uncertainty in measuring or recognising the 
existence of assets, liabilities, income and expenditure then caution or prudence has 
been used as a basis to inform the selection and application of accounting policies 
and estimation techniques.
Comparability
The accounts are prepared to enable comparison between financial periods. To aid 
comparability, the Council applies its accounting policies consistently both during the 
year and between years.
Understandability
Every effort is made to make the accounts as easy to understand as possible. 
Nevertheless, there is an assumption that the reader has a reasonable knowledge of 
accounting and local government. Where the use of technical terms is unavoidable, 
explanations are provided in the Glossary of Terms.
Materiality
Certain information may be excluded from the accounts on the basis that the 
amounts involved are not material either to the fair presentation of the financial 
position and transactions of the Council or to the understanding of the accounts. 
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ACCOUNTING POLICIES

Accruals
With the exception of the Cash Flow Statement, the accounts are prepared on an 
accruals basis. The accruals basis of accounting requires the non-cash effect of 
transactions to be reflected in the accounts for the year in which those effects are 
experienced and not in the year in which the cash is actually received or paid.  Bills 
for Council Tax and Business Rates are recorded as issued at 31 March and no 
attempt is made to accrue for bills due but not processed at the year-end. The 
Council has set a de-minimis level of £750 for final accounts accrual adjustments.
Going Concern
The accounts are prepared on the assumption that the Council will continue to 
operate for the foreseeable future.
Primacy of Legislative Requirements
Where a particular accounting treatment is prescribed by legislation, then that 
treatment prevails even if it conflicts with one or other of the accounting concepts 
outlined above. In the unlikely event of this arising, a note to that effect is included in 
the accounts.

1.3. Revenue Recognition
In accordance with IFRS15, revenue is accounted for at the point at which services 
are delivered to service recipients, not necessarily when cash payments are made or 
received. In particular:

 Revenue from the provision of goods and services is recognised when the 
Authority can measure reliably the percentage of completion of the transaction, 
and it is probable that economic benefits or service potential associated with the 
transaction will flow to the Authority.

 Revenue from Council Tax and Business Rates is measured at the full amount 
receivable, as they are non-contractual, non-exchange transactions.  Revenue 
from non-exchange transactions is recognised when it is probable that the 
economic benefits or service potential associated with the transaction will flow to 
the Council and the amount of revenue can be measured reliably.

 Supplies and services are recorded as expenditure when they are consumed – 
where there is a gap between the date supplies or services are received and their 
consumption; they are held on the Balance Sheet.

 Interest receivable on investments and payable on borrowings is accounted for 
respectively as income and expenditure on the basis of the effective interest rate 
for the relevant financial instrument rather than the cash flows fixed or 
determined by the contract.

1.4. Estimation Techniques
Estimation techniques are the methods adopted by the Council to arrive at estimated 
monetary amounts, corresponding to the measurement bases selected for assets, 
liabilities, gains, losses and changes in reserves. Details of where these have been 
used are contained in the relevant Note to the Accounts. Where a change in an 
estimation technique is material, an explanation is also provided of the change and 
its effect on the results for the current period.
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ACCOUNTING POLICIES

1.5. Cash and Cash Equivalents
Cash and Cash Equivalents are short-term, highly liquid investments that are readily 
convertible to known amounts of cash, and which are subject to an insignificant risk 
of changes in value.  Available for sale assets are shown in the Balance Sheet at fair 
value, and all other investments are shown at their nominal value. Internally managed 
short-term highly liquid investments of three months or less from the date of 
acquisition are recognised as cash equivalents.

1.6. Assets Held for Sale (Current Assets)
These are assets that have been declared surplus to the Council’s operational 
requirements, are being actively marketed, and have an estimated sale date within 
twelve months of the Balance Sheet date. They are reported on the Balance Sheet 
date at the lower of the carrying amount or the fair value of the asset less the costs to 
sell the asset. Assets available for sale are not subject to depreciation.

1.7. Property, Plant and Equipment

- Recognition
All expenditure on the acquisition, creation or enhancement of Property, Plant and 
Equipment is capitalised on an accruals basis. Expenditure on the acquisition of an 
asset, or expenditure which adds to, and not merely maintains, the value of an 
existing asset, should be capitalised, provided that it yields benefits to the authority 
and the services it provides for a period of more than one year.
In defining capital expenditure, the Council operates a de minimis level of £12,000 for 
non-current assets. Any expenditure below this level is charged to revenue in the 
year of acquisition.
- Measurement
Initially the assets are measured at cost, comprising the purchase price plus any 
costs associated with bringing the asset into use.  The measurement of an asset 
acquired other than through purchase is deemed to be its fair value. 
In accordance with The Code, Property Plant and Equipment is further classified as:

 Council Dwellings
 Other Land and Buildings *
 Infrastructure assets
 Vehicles, Plant and Equipment
 Community Assets
 Assets under Construction

Each of these asset classifications are valued on the base recommended by CIPFA 
and in accordance with the Statements of Asset Valuation Principles and Guidance 
Notes issued by The Royal Institution of Chartered Surveyors (RICS), as follows:

 Infrastructure, Community Assets & Assets Under Construction – Depreciated 
Historical Cost 

 Dwellings – current value, determined using the basis of Existing Use Value 
for Social Housing

 Surplus Assets – fair value, estimated at highest and best use
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ACCOUNTING POLICIES

 All other assets – current value, determined as the amount that would be paid 
for the asset in its existing use

Where there is no market-based evidence of current value because of the specialist 
nature of an asset, Depreciated Replacement Cost is used as an estimate of current 
value. Where non-property assets (such as Vehicles, Plant and Equipment) have 
short useful lives or low values (or both), Depreciated Historical Cost basis is used as 
a proxy for current value.

*These asset categories are revalued on a five-year rolling cycle. The programme of revaluations is 
continuing on this cyclical basis although values of those assets falling between scheduled valuation 
dates are reviewed annually to ensure that any material changes to asset valuations is adjusted in the 
interim period, as they occur.

 - Depreciation
Depreciation is provided for on those Property, Plant and Equipment assets with a 
finite useful life (which can be determined at the time of acquisition or revaluation) 
according to the following policy:

 newly acquired assets are not depreciated in the year of acquisition where 
this does not have a material effect upon the accounts.

 depreciation is calculated using the straight-line method.

 full depreciation is calculated in the year of disposal  
The standard useful lives for each category of asset are up to the following number of 
years:

Asset Depreciation Methodology

Operational Land Depreciation is not normally provided for freehold 
Land. 50 years (usually relating to car parks)

Operational Buildings Usually 50 years, although this can vary according to 
the individual asset

Non-Operational 
Buildings

60 years depending on the individual asset

Council Dwellings Suitable components are identified and valued at 
Beacon level, together with an estimate of each 
component’s useful life which together form the basis 
of the annual depreciation calculation.

Infrastructure 40 Years

Vehicles, Plant & 
Equipment

Vehicles & Plant - 10 Years depending on the type of 
asset
IT Equipment - 7 years depending on the nature of 
the asset
Non-IT Equipment - 20 years depending on the 
nature of the asset

Provision for depreciation is made by allocating the cost (or revalued amount) less 
estimated residual value of the assets as closely as possible to the periods expected 
to benefit from their use.
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ACCOUNTING POLICIES

Depreciation is not normally provided for on freehold land and certain Community 
Assets (whether operational or non-operational) on the basis that such assets do not 
have a determinable useful life. Depreciation is also not provided for on assets which 
are not yet available for use (i.e. Assets Under Construction).
- Valuation
The freehold properties which comprise part of the Council’s property portfolio have 
been valued at the direct request of the Council's Assistant Director (Corporate 
Services) in accordance with CIPFA's accounting arrangements. Valuations are 
undertaken by suitably qualified internal staff, or external firms as practicable in 
accordance with the Statements of Asset Valuation Practice and Guidance Notes of 
the Royal Institution of Chartered Surveyors.

Fixed plant and machinery is included in the valuation of buildings. Operational 
Properties are valued on open market (existing use) basis, or where this cannot be 
assessed because there is no market for the subject asset, the Depreciated 
Replacement Cost. 

Council Dwellings are valued on Existing Use Value for Social Housing (EUV-SH). 
- Components
The Council’s policy is to account for components where the total asset has a gross 
book value in excess of £1m and where any individual component has a value in 
excess of £100,000. With regard to HRA dwellings, the major common components 
are identified within each Beacon type, and the value of each component divided by 
its useful life provides the annual depreciation charge.

- Impairment
Assets are assessed at each year end to establish the possibility of impairment.  
Where indications exist and are estimated to be material, the asset is revalued and if 
lower than the carrying value, an impairment loss is recognised for the shortfall.
Where impairment losses are identified, they are accounted for as follows:

 Where there is a balance of previous revaluation gains for the asset in the 
Revaluation Reserve, the carrying amount of the asset is written down against 
that balance (up to the amount of the accumulated gains).

 Where there is no balance in the Revaluation Reserve or an insufficient 
balance, the carrying amount of the asset is written down against the relevant 
service lines in the Comprehensive Income and Expenditure Statement.

Where an impairment loss is subsequently reversed, the reversal is credited to the 
relevant service lines in the Comprehensive Income and Expenditure Statement, up 
to the amount of the original loss, adjusted for depreciation that would have been 
charged if the loss had not been recognised. 

- Disposal
Income from the disposal of Property, Plant and Equipment is accounted for on an 
accruals basis. Such income, following payment of any pooling liability to central 
government (in respect of housing capital receipts from the sale of dwellings through 
the Right to Buy (RTB) scheme), is included in the Balance Sheet within Usable 
Capital Receipts. 
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ACCOUNTING POLICIES

When an asset is disposed of or decommissioned, any receipt arising (net of selling 
costs) is set against the carrying value of the asset in the Comprehensive Income 
and Expenditure Statement, so comprising a gain or loss on disposal. Any remaining 
revaluation gains in the Revaluation Reserve are transferred to the Capital 
Adjustment Account. 
Proceeds in excess of £10,000 are categorised as capital receipts. A proportion of 
sales proceeds relating to HRA disposals is payable to the Government under 
pooling arrangements. Following the introduction of self-financing, and a revised RTB 
scheme, some elements of RTB proceeds have to be recycled to deliver new social 
housing.
Net receipts are credited to the Usable Capital Receipts Reserve to be used for new 
capital investment or set aside to reduce the council’s underlying need to borrow (the 
capital financing requirement). Receipts are appropriated to the Reserve from the 
General Fund Balance via the Movement in Reserves Statement.
Any amounts written-off following a disposal is not a charge against council tax, as 
the cost of fixed assets are fully provided for under separate arrangements for capital 
financing. Amounts are appropriated to the Capital Adjustment Account from the 
General Fund Balance in the Movement in Reserves Statement.

1.8. Intangible Assets
Intangible assets are non-financial fixed assets that do not have physical substance 
but are identifiable and are controlled by the local authority through custody or legal 
rights. 
Intangible assets are measured at cost and are not subject to revaluations, they are 
amortised over their economic lives on a straight-line basis, typically over a period of 
5 years. 

1.9. Heritage Assets
Separate disclosure of the carrying amounts of the council’s heritage assets is 
required at ‘valuation’, where that valuation can be made by any method that is 
appropriate and relevant. There is no requirement for valuations to be carried out or 
verified by external valuers, nor is there any prescribed minimum period between 
valuations if the authority can demonstrate that such a process would not add value 
to users of the accounts. Thus assets identified as Heritage Assets by Gravesham 
are reflected in the accounts at their insurance valuation, which is reviewed annually.

The initial recognition of the asset is in accordance with our accounting policy on 
recognising Property, Plant & Equipment (See 1.7). Where information on the cost or 
value is not available, and the cost of obtaining the information outweighs the 
benefits to the users of the financial statements, that asset is not be recognised on 
the Balance Sheet, and an appropriate disclosure is made instead.

Due to the historic nature of the assets within this category, depreciation is not 
applied.

1.10. Investment Properties
Investment Property is property (land and/or buildings) held solely to earn rental 
income or for capital appreciation or both. Investment Property is initially recognised 
at cost, but is subject to valuation at fair value at the end of each accounting period. 
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Properties are not depreciated but are revalued annually to market conditions at 
year-end. Gains and losses on revaluation are posted to the Financing & Investment 
line in the Comprehensive Income and Expenditure Statement. The same treatment 
is applied to gains/losses on disposal.

1.11. Charges to Revenue for Non-Current Assets
General Fund service revenue accounts, central support services and trading 
accounts are charged with the following amounts in relation the use of assets during 
the year;

 depreciation attributable to the assets used by the relevant service

 revaluation and impairment losses used by the service (where these exceed 
accumulated gains held in the Revaluation Reserve)

 amortisation of intangible fixed assets used by the relevant service

1.12. Revenue Expenditure Funded from Capital under Statute
Revenue expenditure funded from capital under statute (REFCUS) represents 
expenditure that may be capitalised under statutory provisions but does not result in 
the creation of non-current assets. The expenditure items are generally outgoing 
grants, or expenditure on property not owned by the authority. Such expenditure 
incurred during the year is charged to the relevant service account in the 
Comprehensive Income and Expenditure Statement. Where the council has 
determined to meet the cost of the revenue expenditure from existing capital 
resources or by borrowing, a transfer to the Capital Adjustment Account is made. 
This reverses out the amounts charged against the General Fund Balance in the 
Movement in Reserves Statement so there is no impact on the level of Council Tax.

1.13. Government Grants and Contributions
Government grants and contributions are recognised as due to the authority when 
there is reasonable assurance that;

 the Authority will comply with any conditions attached to the payments, and;

 the grants or contributions will be received. 
Where conditions have not yet been complied with, the grants and contributions are 
carried within the Authority’s Balance Sheet as creditors.  When conditions are 
satisfied, grant and contribution amounts are released to the individual Service 
Revenue Accounts within the Comprehensive Income and Expenditure Statement. 
Capital grants and contributions are credited to the Taxation and Non-Specific Grant 
line in the Comprehensive Income & Expenditure Statement where conditions are 
satisfied.  Capital grants that have not yet been used to finance capital expenditure 
are posted to the Capital Grants Unapplied Reserve; those that have been applied 
are credited to the Capital Adjustment Account.

1.14. Leases
Rentals payable under operating leases are charged to the Comprehensive Income 
and Expenditure Statement on a straight-line basis over the term of the lease.
Finance leases are accounted for when the risks and rewards relating to the leased 
asset are substantially transferred to the council, with rentals payable being 
apportioned between;
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 a charge for the acquisition of the interest in the asset, with a liability in the 
Balance Sheet at the start of the lease, written down as leasing payments are 
due, and;

 a finance charge against Net Operating Expenditure in the authority’s 
Comprehensive Income and Expenditure Statement as the leasing payments 
are due.

Assets recognised by way of finance leases are treated in the same way as Property, 
Plant and Equipment assets, with the only notable exception being that depreciation 
is charged over the term of the lease where this is shorter than asset’s estimated 
useful life.  Finance leases are recognised within the Balance Sheet at fair value (at 
the date of the lease’s inception).

1.15. Repurchase of Borrowing
Gains and losses on the repurchase of or early settlement of borrowing are credited 
and debited to Financing and Investment Income in the Comprehensive Income and 
Expenditure Statement in the year of repurchase/settlement.
However, where repurchase has taken place as part of a restructuring of the loan 
portfolio and therefore;

 old debt is replaced with new debt by means of an exchange of debt 
instruments between an existing borrower and lender or the terms of an 
existing liability are modified, and;

 the terms of the loan debt exchanged are not substantially different or the 
modification of the terms of an existing liability is not substantial,

the premium or discount is respectively deducted from or added to the amortised cost 
of the new or modified loan and the write-down to the Comprehensive Income and 
Expenditure Statement is spread over the life of the loan by an adjustment to the 
effective interest rate. Where premiums and discounts have been charged to the 
Comprehensive Income and Expenditure Statement, regulations allow the impact on 
the General Fund Balance to be spread over future years. In the case of the Housing 
Revenue Account, in accordance with Local Authority Accounting Panel (LAAP) 
Bulletin 26 the amount chargeable to the HRA is amortised over a maximum period 
of 10 years.
The reconciliation of amounts charged to the Comprehensive Income and 
Expenditure Statement to the net charge required against the General Fund Balance 
is managed by a transfer to or from the Financial Instruments Adjustment Account in 
the Movement in Reserves Statement. 

1.16. Debtors and Creditors
The accounts of the Council are maintained on an accruals basis i.e. sums due to or 
from the Council during the year are included whether or not the cash has actually 
been received or paid in the year, with the exception set out above (policy 2).  
Debts due to the Council are recorded as they become due and the Debtors section 
of the Balance Sheet represents the amounts due during the year which remain 
unpaid at the year-end, from which a sum is deducted as a debt impairment 
provision.
Interest payable is accrued to 31 March annually on all loans outstanding at that 
date. Interest on short-term investments due, but not received as at 31 March is also 
accrued where this is material.
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Instalments of interest on Housing Act advances and deferred payments are brought 
into account on the day they fall due for payment, irrespective of the period to which 
they relate.
Housing Revenue Account gross rent income is brought into account for the full year 
irrespective of debit and collection dates.

1.17. Stocks and Long Term Contracts
Bar, kiosk and other small stocks are valued at cost price.
Work-in-progress, representing uncompleted rechargeable jobs as at 31 March 
annually, is valued at cost including an allocation of overheads.
Long Term contracts are defined as “contracts entered into for the design, 
manufacture or construction of a single substantial asset or the provision of a service 
(or of a combination of assets or services which together constitute a single project) 
where the time taken substantially to complete the contract is such that the contract 
activity falls into different accounting periods” The Council makes a disclosure in the 
notes to the Core Financial Statements in respect of any capital contracts that meet 
this definition.

1.18. Cost of Management and Support Services
The principles recommended by CIPFA (under the Service Reporting Code of 
Practice) on accounting for management and support services are followed with the 
following exceptions:

 the apportionment basis is derived from the estimated percentage allocations 
of the entire service across other services to whom activities relate  

 costs are allocated based on the original budget set rather than the actual 
outturn for the year.

These exceptions are made in order to speed up the preparation of the accounts, the 
impact of which is not considered to be material.
The cost of computing services is allocated on the basis of actual use and the 
expenses of administrative buildings are apportioned on the basis of space used.

1.19. Provisions
Provisions are charged as an expense to the appropriate service line in the 
Comprehensive Income and Expenditure Statement when the authority has an 
obligation, and are measured at the best estimate at the balance sheet date of the 
expenditure required to settle the obligation.  When payments are eventually made, 
they are charged to the provisions carried in the balance sheet. Any under/over 
provision is then released/charged to revenue once the obligation has completed.

1.20. Reserves
Amounts set aside for purposes falling outside the definition of provisions are 
considered as reserves, and transfers to and from them are distinguished from 
service expenditure disclosed in the Statement of Accounts. Certain items such as 
the Revaluation Reserve and the Capital Adjustment Account can only be used for 
specific statutory purposes and thus are not available for discretionary purposes 
earmarked by the Council, further details of which appear in the Movement in 
Reserves Statement.
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Reserves include earmarked reserves set aside for specific policy purposes and 
balances which represent resources set aside for purposes such as general 
contingencies and cash flow management. Statements concerning the purpose and 
usage of all provisions and specific reserves appear in the notes to the core financial 
statements.

1.21. Investments
Long-term investments are shown in the Balance Sheet at the original purchase price 
plus related costs (brokerage, fees, etc.). Available for sale assets are shown in the 
Balance Sheet under current assets at fair value, and all other short-term 
investments are shown under current assets at the actual sums lent.

1.22. VAT
VAT, whether of a capital or revenue nature, is included in the Comprehensive 
Income and Expenditure Statement only to the extent it is unrecoverable. The 
Council’s partial exemption status is reviewed on an annual basis.

1.23. Employee Benefits
Three categories of employee benefits exist under IAS 19 and IPSAS 25 Employee 
Benefits, as detailed below.
Benefits payable during employment:
 

a) Short-term employee benefits, such as wages and salaries, paid annual leave 
and paid sick leave, bonuses and non-monetary benefits (e.g. cars) for current 
employees. 

b) Benefits earned by current employees but payable twelve months or more after 
the end of the reporting period e.g. long-service awards 

Termination benefits:
This covers costs that are payable as a result of either an employer’s decision to 
terminate an employee’s employment before the normal retirement date; or an 
employee’s decision to accept voluntary redundancy in exchange for those benefits. 
These are often lump-sum payments, but also include enhancement of retirement 
benefits, and salary until the end of a specified notice period if the employee renders 
no further service that provides economic benefits to the authority. 
In the event of notice of termination being served on an employee, the costs of 
redundancy are accrued to the year that the notice is served, but other costs will be 
charged to the year they are incurred. 

Post-employment benefits:
As part of the terms and conditions of employment of its employees, the Council
offers retirement benefits.  Although these benefits are not actually payable until 
employees retire, the commitment that the authority has to make those future 
payments must be recognised at the time that employees earn their entitlement.  The 
Local Government Pension Scheme is administered by Kent County Council – this is 
a funded defined benefit final salary scheme, meaning that both the Council and 
employees pay contributions into a fund, calculated at a level intended to balance the 
pension’s liabilities with investment assets.
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Under International Accounting Standard 19 (IAS 19), the employer is required to 
recognise as an asset or liability the surplus/deficit in the pension scheme.  The 
surplus / deficit in the pension scheme is the excess/shortfall of the value of assets 
when compared to the present value of the scheme liabilities.  A pre-requisite of the 
introduction of IAS 19 was that it did not impact on taxation requirements.  Where the 
contributions paid to the pension scheme do not match the change in the authority’s 
recognised liability for the year, any such variance is dealt with by an equivalent 
appropriation to or from a pensions reserve.  Actuarial gains/losses are shown as 
movements on the pensions asset/liability account and pensions reserve.  There is 
no impact on the Comprehensive Income and Expenditure Statement.  The Balance 
Sheet shows the net pension asset or liability and an equivalent pension reserve 
balance.
Contributions to the pension scheme are determined by the Fund’s actuary on a 
triennial basis.  The latest formal valuation of the Kent County Council Pension Fund 
for funding purposes was at 31 March 2016 and changes to contribution rates as a 
result of that valuation will take effect from 1 April 2017. 
 Service Cost comprising:

- Current service cost – the increase in liabilities as a result of years of service 
earned this year – allocated in the Comprehensive Income and Expenditure 
Statement to the services for which the employees worked

- Past service cost – the increase in liabilities as a result of a scheme 
amendment or curtailment whose effect relates to years of service earned in 
earlier years – debited to the Surplus or Deficit on the Provision of Services in 
the Comprehensive Income and Expenditure Statement. [Note that the 
treatment of past service costs will depend on the decisions of the authority 
about how they are allocated to service segments].

- Net interest on the net defined benefit liability (asset), i.e. net interest expense 
for the authority – the change during the period in the net defined benefit 
liability (asset) that arises from the passage of time charged to the Financing 
and Investment Income and Expenditure line of the Comprehensive Income 
and Expenditure Statement – this is calculated by applying the discount rate 
used to measure the defined benefit obligation at the beginning of the period 
to the net defined benefit liability (asset) at the beginning of the period  - 
taking into account any changes in the net defined benefit liability (asset) 
during the period as a result of contribution and benefit payments.

 Remeasurements comprising :
- the return on plan assets – excluding amounts included in net interest on the 

net defined benefit liability (asset) – charged to the Pensions Reserve as 
Other Comprehensive Income and Expenditure

- actuarial gains and losses – changes in the net pensions liability that arise 
because events have not coincided with assumptions made at the last 
actuarial valuation or because the actuaries have updated their assumptions – 
charged to the Pensions Reserve as Other Comprehensive Income and 
Expenditure

 Contributions paid to the Kent County Council pension fund – cash paid as 
employer’s contributions to the pension fund in settlement of liabilities; not 
accounted for as an expense.
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In relation to retirement benefits, statutory provisions require the General Fund 
Balance to be charged with the amount payable by the authority to the pension fund 
or directly to pensioners in the year, not the amount calculated according to the 
relevant accounting standards.  In the Movement in Reserves Statement, this means 
that there are transfers to and from the Pensions Reserve to remove the notional 
debits and credits for retirement benefits and replace them with debits for the cash 
paid to the pension fund and pensioners and any such amounts payable but unpaid 
at the year-end.  The negative balance that arises on the Pensions Reserve thereby 
measures the beneficial impact to the General Fund of being required to account for 
retirement benefits on the basis of cash flows rather than as benefits are earned by 
employees.

1.24. Provision for Debt Impairment
The provision for bad and doubtful debts is calculated having regard to the nature of 
the debt, its age and the likelihood of recovery. The calculations for each type of 
debt, i.e. Council Tax, NDR, Rents, Sundry Debtors etc. are based on historical 
evidence and the methodology and individual percentages applied to calculate the 
provisions are reviewed regularly.

1.25. Financial Liabilities
Financial liabilities are initially measured at fair value and carried at their amortised 
cost. Annual charges to the Comprehensive Income and Expenditure Statement for 
interest payable are based on the carrying amount of the liability, multiplied by the 
effective rate of interest for the instrument. The amount presented in the Balance 
Sheet is the outstanding principal repayable, and interest charged to the 
Comprehensive Income and Expenditure Statement is the amount payable for the 
year in the loan agreement.

1.26. Financial Assets
Financial assets are classified into the following categories:

 Financial assets at amortised costs

 Financial assets at fair value through other comprehensive income, and

 Financial assets at fair value through profit and loss

The classification is determined by the cash flow and business model characteristics 
of the financial assets, as set out in The Code, and is determined at the time of initial 
recognition.

1.27. Financial Assets at Amortised Cost
Financial assets measured at amortised cost are those held with the objective to 
collect contractual cash flows and where the cash flows are solely payments of 
principal and interest.  This includes most trade receivables, loans receivable and 
other simple investments.

After initial recognition, these financial assets are measured at amortised cost using 
the effective interest method, less any impairment.  The effective interest rate is the 
rate that exactly discounts estimated future cash receipts through the life of the 
financial asset to the gross carrying amount of the financial asset.
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For most of the financial assets held by the Council, this means that the amount 
presented in the Balance Sheet is the outstanding principal receivable (plus accrued 
interest) and interest credited to the CIES is the amount receivable for the year in the 
loan agreement.

When soft loans are made (loans at less than market rates), a loss is recorded in the 
CIES for the present value of the interest that will be foregone over the life of the 
instrument, resulting in a lower amortised cost that the principal outstanding.

Any gains and losses that arise on the derecognition of an asset are credited or 
debited to the Financing and Investment Income and Expenditure line in the CIES.

1.28. Financial Assets at Fair Value Through Other Comprehensive Income
Financial assets measured at fair value through other comprehensive income are 
those held whose objective is achieved by both collecting contractual cash flows and 
selling financial assets and where the cash flows are solely payments of principal and 
interest.

1.29. Financial Assets at Fair Value Through Profit and Loss
Financial assets measured at fair value through profit or loss are those that are not 
otherwise measured at amortised cost or fair value through other comprehensive 
income.  They are recognised on the Balance Sheet when the Council becomes party 
to the contractual provisions of a financial instrument and are initially measured and 
carried at fair value.  Fair value gains and losses are recognised as they arrive in the 
Surplus of Deficit on the Provisions of Services.

The fair value measurements of the financial assets are based on the following 
techniques:

 Instruments with quoted market prices – the market price

 Other instruments with fixed and determinable payments – discounted cash 
flow analysis.

The inputs to the measurement techniques are categorised in accordance with the 
following three levels

 Level 1 – quoted prices (unadjusted) in active markets for identical assets or 
liabilities that the authority can access at the measurement date

 Level 2 – inputs other than quote prices included within Level 1 that are 
observable for the asset or liability, either directly or indirectly

 Level 3 – unobservable inputs for the assets or liability.
Any gains or losses that arise on derecognition of the asset are credited or debited to 
the Financing and Investment Income and Expenditure line in the Comprehensive 
Income and Expenditure Statement.

1.30. Expected Credit Loss
For all financial assets measured at amortised cost or at fair value through other 
comprehensive income, the Council recognises expected credit losses on the 
financial instrument.  The Code requires that local authorities shall not recognise a 
loss allowance for expected credit losses on financial assets where the counterparty 
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for a financial asset is central government or a local authority for which relevant 
statutory provisions prevent default.

The Council adopts the simplified approach to impairment, in accordance with the 
Code, and measures the loss allowance for trade receivables, contract assets and 
lease receivables at an amount equal to lifetime expected credit losses.  For other 
financial assets, the loss allowance is measured at an amount equal to the lifetime 
expected credit losses if the credit risk on the financial instrument has increased 
significantly since initial recognition, otherwise at an amount equal to 12-month 
expected credit losses.

For financial assets that have become credit impaired since initial recognition, 
expected credit losses at the reporting date are measured as the difference between 
the net present value of all the contractual cash flows that are due to the Council in 
accordance with the contract for the instrument and the net present value of all the 
cash flows that the Council expects to receive, discounted at the original effective 
interest rate.  Any adjustment is recognise in the Surplus or Deficit on the Provision 
as an impairment gain or loss.

1.31. Fair Value Measurement of non-financial assets
The authority measures some of its non-financial assets at fair value at each 
reporting date.  Fair value is the price that would be received to sell such an asset or 
paid to transfer a liability in an orderly transaction between market participants at the 
measurement date.  The fair value measurement assumes that the transaction to sell 
the asset or transfer the liability takes place either: 

a) In the principal market for the asset or liability, or
b) In the absence of a principal market, in the most advantageous market for the   

asset or liability.
Inputs to the valuation techniques in respect of assets and liabilities for which fair 
value is measured or disclosed in the financial statements are categorised within the 
fair value hierarchy as follows:

 Level 1 – quote prices (unadjusted) in active markets for identical assets or 
liabilities that the authority can access at the measurement date

 Level 2 – inputs other than quote prices included within Level 1 that are 
observable for the asset or liability, either directly or indirectly

 Level 3 – unobservable inputs for the asset or liability.

1.32. Events after the Balance Sheet Date
Events arising after the Balance Sheet date are reflected in the Statement of 
Accounts if they provide additional evidence of conditions that existed at the Balance 
Sheet date and materially affect the amounts to be included. These are known as 
‘adjusting events’.
Events which arise after the Balance Sheet date and concern conditions which did 
not exist at that time are detailed in the notes to the core financial statements if they 
are of such materiality that their disclosure is required for the fair presentation of the 
financial statements. These are known as ‘non-adjusting events’.
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1.33. Contingent Assets/Liabilities
Any contingent assets as at the Balance Sheet date are disclosed within the 
accounts by way of a note if the inflow of a receipt or economic benefit is probable.
Contingent liabilities as at the Balance Sheet date are disclosed within the accounts 
by way of a note if a payment or transfer of economic benefit is possible.

1.34. Council Tax & Business Rate (NDR) Income
The Council is a billing authority and as such is required to bill local residents and 
businesses for Council Tax and Business (Business) Rates. The Council acts as an 
agent on behalf of the major precepting authorities, Kent County Council, the Kent 
Police and Crime Commissioner and the Kent and Medway Fire & Rescue Authority 
for Council Tax, and Kent County Council, Kent Fire & Rescue Service and the 
Government for Business Rates. 
Accordingly, the debtors and creditors in the Balance Sheet only show the amount 
owed by and to taxpayers in respect of Council Tax and Business Rates for the 
element relating to Gravesham Borough Council. Amounts relating to major 
precepting authorities will be shown as net debtors or creditors on the Balance Sheet. 
The amount shown in the Comprehensive Income and Expenditure Statement as the 
demand on the Collection Fund includes the accrued amount of Council Tax and 
Business Rates collected as well as amounts from previous year’s estimates. This 
adjustment is subsequently reversed within the Movement in Reserves Statement to 
the Collection Fund Adjustment Account.

1.35. Prior Period Adjustments
Material adjustments applicable to prior years arising from changes in accounting 
policies or standards are reflected by restating the comparable figures in the 
Statement of Accounts, together with a disclosure note detailing the reasons for such 
restatement. 
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Classification: Public
Key Decision: No

Gravesham Borough Council

Report to: Finance & Audit Committee

Date: 12 March 2018

Reporting officer: James Larkin, Head of Audit & Counter Fraud Shared Service 
(Chief Audit Executive)

Subject: Audit & Counter Fraud Charter

Purpose and summary of report: 
To present for approval the Audit & Counter Fraud Charter.

Recommendations:
1. Members approve the Charter presented at Appendix 2

1. Background

1.1 The Public Sector Internal Audit Standards (Standards) state that: The purpose, 
authority and responsibility of the internal audit activity must be formally defined in 
an internal audit charter, consistent with the Definition of Internal Auditing, the 
Code of Ethics and The Standards. The chief audit executive must periodically 
review the internal audit charter and present it to senior management and the 
board for approval.

1.2 The Audit & Counter Fraud Charter currently in place was approved by the 
Finance & Audit Committee on 13 March 2018.

2. Review of the Charter

2.1 A full review of the charter has been undertaken and while there are no 
fundamental changes to the content, a number of changes to wording have been 
made to reflect the new wording of a CIPFA Local Government Advice Note 
issued on 28 Feb 2019 to clearly demonstrate that we meet the requirements.

2.2 A copy of the charter is provided at Appendix 2 and the amendments are shown 
as tracked changes for ease of reference.   

3. BACKGROUND PAPERS

3.1 Nil

Anyone wishing to inspect background papers should, in the first place, be directed to 
Committee & Electoral Services who will make the necessary arrangements.
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IMPLICATIONS APPENDIX 1

Legal The Accounts & Audit Regulations 2015 require local authorities to: 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.  The Section 151 Officer of a local authority is responsible 
for establishing the internal audit service.  Gravesham Borough Council has 
delegated this responsibility to the Section 151 Officer of Medway Council to deliver 
internal audit services through the Shared Service to both authorities. The Public 
Sector Internal Audit Standards are supported by CIPFA’s Local Government 
Application Note to the Public Sector Internal Audit Standards, an updated version 
of which is due to be published in 2019.

The Charter is based upon the requirements set out in the Public Sector Internal 
Audit Standards and the CIPFA Local Government Application Note.    

Finance and Value 
for Money 

An adequate and effective internal audit function provides the council with 
assurance on the proper, economic, efficient and effective use of council resources 
in delivery of services, as well as helping to identify fraud and error that could have 
an adverse effect on the financial statements of the council.

Risk Assessment The Charter establishes the purpose, authority and responsibility of the Audit & 
Counter Fraud function.  It is therefore vital that the council periodically reviews the 
Charter to ensure that the function is effective in delivering its responsibilities to the 
council and that the Charter itself is compliant with proper practice.   

A data protection impact assessment (DPIA) should be carried out at the start of 
any major project involving the use of personal data or if you are making a 
significant change to an existing process. 

a. Does the project/change being recommended through this paper involve the 
processing of personal data or special category data or criminal offence data? 
No
A definition of each type of data can be found on the Information 
Commissioner’s Office website via the above links.

b. If yes to question a, have you completed and attached a DPIA including Data 
Protection Officer advice?
N/A

Data Protection 
Impact Assessment

c. If no to question b, please seek advice from your nominated DPIA assessor or 
the Information Governance Team at gdpr@medway.gov.uk.
N/A

Equality Impact 
Assessment

a. Does the decision being made or recommended through this paper have 
potential to cause adverse impact or discriminate against different groups in the 
community? If yes, please explain answer.
No
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b. Does the decision being made or recommended through this paper make a 
positive contribution to promoting equality? If yes, please explain answer.
N/A

In submitting this report, the Chief Officer doing so is confirming that they have 
given due regard to the equality impacts of the decision being considered, as noted 
in the table above

Corporate Plan The work of the Audit & Counter Fraud Team supports the council in achieving all 
of its objectives set out in the Corporate Business Plan but is particularly relevant to 
Objective 4: Sound & self-sufficient council. 

Crime and Disorder The Audit & Counter Fraud Team provides an independent and objective opinion to 
the organisation on the control environment, by evaluating its effectiveness in 
achieving the organisations’ objectives. The work of the team combined with a 
sound internal control environment has a positive contribution to community safety 
in its broadest sense.

Digital and website 
implications

There are no direct digital or website implications to this report.

Safeguarding 
children and 
vulnerable adults

There are no direct safeguarding implications to this report.
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Audit & Counter Fraud Shared Service 
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Audit & Counter Fraud 
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Page 61



Page 2 of 6 

I. Introduction 
The Audit & Counter Fraud Shared Service for Medway Council and Gravesham Borough Council was 
formed on 1 March 2016. This Charter establishes the purpose, authority and responsibilities of the team 
to deliver audit work including rights of access. It also sets out the team’s position in the organisations 
including functional and operational reporting lines.  

The Chartered Institute of Internal Auditors (CIIA) defines internal auditing as: 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.  The Audit & 
Counter Fraud Shared Service combines this role with working alongside the councils to manage their 
fraud risk, including work to prevent, detect and investigate fraudulent activity committed against the 
councils.  

For the purposes of the Public Sector Internal Audit Standards (PSIAS) the board is defined as the Audit 
Committee for Medway Council and the Finance & Audit Committee for Gravesham Borough Council.  
Senior Management is defined as the Corporate Management Team for Medway Council and the 
Management Team for Gravesham Borough Council.   

This Charter will be reviewed and presented to the senior management and Boards of both councils on an 
annual basis for approval.  

II. Authority  
Internal audit is a statutory requirement for local government; the Accounts & Audit Regulations 2015 
require local authorities to: 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. For local government these are the Public Sector Internal Audit Standards. The 
Section 151 Officer of a local authority is responsible for establishing the internal audit service.  
Gravesham Borough Council has delegated this responsibility to the Section 151 Officer of Medway 
Council to deliver internal audit services through the Shared Service to both authorities.  

The Audit & Counter Fraud Shared Service is sponsored by the Section 151 Officers of both Medway 
Council and Gravesham Borough Council, and is responsible accountable to the Audit Committee of 
Medway Council and the Finance & Audit Committee of Gravesham Borough Council (the Audit 
Committees).   

The Audit & Counter Fraud Shared Service recognises and will comply with the mandatory elements of 
the CIIA Professional Practices FrameworkPublic Sector Internal Audit Standards; the mission, the 
Definition of Internal Auditing, the Core Principles for the Professional Practice of Internal Auditing, the 
Code of Ethics and the Standards themselves.; for local government these are the Public Sector Internal 
Audit Standards.  

The Audit & Counter Fraud Shared Service, with strict accountability for confidentiality and safeguarding 
records and information, is authorised full, free, and unrestricted access to any and all records, physical 
propertiesassets, premises and personnel of Medway Council and Gravesham Borough Council pertinent 
to carrying out any engagementnecessary to fulfill its responsibilities. The service will also have direct 
access to the Chairs of the Audit Committees. 

III. Responsibility, objectives & scope of work  
The Audit & Counter Fraud Shared Service is responsible for the delivery of internal audit services in line 
with the Public Sector Internal Audit Standards (the Standards) and for the delivery of counter-fraud and 
investigation services in line with relevant legislation and best practice. The remit of the Audit & Counter 
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Fraud Shared Service extends to the entire control environment of both Medway Council and Gravesham 
Borough Council.    The objectives of the Audit & Counter Fraud Shared Service are set out within the 
Audit & Counter Fraud Strategy.   

 The service will deliver these services in compliance with the Code of Ethics set out by the CIIA. 

The work of the team can be categorised into three key areas;  

Assurance services – an objective examination of evidence for the purpose of providing an 
independent assessment on governance, risk management and control processes for the 
organization. This work will primarily be delivered through planned reviews, though may also 
include responsive engagements requested by clients. Whether planned or responsive, significant 
engagements (taking more than one day) will result in a formal report with an opinion and if 
necessary, formal recommendations.  Examples include financial, performance and compliance 
reviews, verification of data/claims, confirmation of procurement awards, project support.  

Consultancy services – advisory and related client service activities, the nature and scope of which 
are set by the client, are intended to add value and improve an organisation’s governance, risk 
management and control processes without assuming management responsibility. Examples 
include counsel, advice, facilitation, training.   

Counter fraud services – proactive and reactive activities designed to improve the management of 
fraud risk. Whether planned or responsive, significant engagements (taking more than one day) will 
result in a formal report with an opinion and if necessary, formal recommendations. Examples 
include fraud-proofing reviews, investigations, training. Significant engagements .   

The key responsibilities of the team include:  

 Developing a flexible risk-based Audit & Counter Fraud Plan in consultation with senior 
management and presented annually to the Audit Committees for approval, 

 Delivering high quality assurance work focused on the effectiveness of governance arrangements, 
risk management and control to help the organisations to achieve their objectives,  

 Monitoring the status of agreed recommendations and providing regular updates to senior 
management and the Audit Committees, including highlighting significant risks,  

 Delivering an effective counter fraud service including proactive counter-fraud activity, the 
detection and investigation of cases of suspected fraud and irregularity, 

 Providing responsive consultancy services, acting as a critical friend and the provision of advice & 
information on matters relating to governance, risk and control, 

 Providing the single point of contact for external bodies investigating fraud including the 
Department for Work & Pensions Fraud & Error Service, Police and other Local Authorities,  

 Liaison with external auditors and other assurance providers to seek optimal assurance coverage.  

 
The remit of the Audit & Counter Fraud Shared Service extends to the entire control environment of both 
Medway Council and Gravesham Borough Council.    

In line with the Public Sector Internal Audit Standards, the Head of Audit & Counter Fraud (as Chief Audit 
Executive) will report annually with an opinion on the overall adequacy and effectiveness of the 
framework of governance, risk management and control of each council, supporting the Annual 
Governance Statement and Statement of Accounts. 

The Audit & Counter Fraud Team works to support Medway Council and Gravesham Borough Council in 
the maintenance and development of their anti-fraud and corruption policies. In both councils, the policy 
frameworks require all instances of suspected or detected fraud, corruption and impropriety to be 
reported to the Audit & Counter Fraud Team.  
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IV. Reporting lines 
The Head of Audit & Counter Fraud reports functionally to the Audit Committees, reports in their name to 
these Committees, and has direct rights of access to the Chairs of these Committees.  The Audit 
Committees will:  

 Approve the Audit & Counter Fraud Charter,  

 Approve the risk based Audit & Counter Fraud Plan, 

 Approve the Audit & Counter Fraud resource budget,  

 Receive reports from the Head of Audit & Counter Fraud on the Service’s performance relative to 
its plan and other matters, 

 Receive the annual opinion on the overall control environment of each council.  

The Head of Audit & Counter Fraud reports administratively to the Chief Finance Officer (and S151 
Officer) of Medway Council and the Director – Corporate Services (and S151 Officer) of Gravesham 
Borough Council. 

V. Independence & objectivity  
The Audit & Counter Fraud Shared Service will remain free from interference by any element in the 
organisation, including matters of the selection, scope, procedures, frequency, timing, or report content 
of work to permit maintenance of a necessary independent and objective mental attitude.  Audit & 
Counter Fraud Officers within the Audit & Counter Fraud Shared Service will have no direct operational 
responsibility or authority over any of the activities audited.  Accordingly, they will not implement internal 
controls, develop procedures, install systems, prepare records, or engage in any other activity that may 
impair their judgment. 

Audit & Counter Fraud Officers within the Audit & Counter Fraud Shares Service will exhibit the highest 
level of professional objectivity in gathering, evaluating, and communicating information about the 
activity or process being examined. Officers will make a balanced assessment of all the relevant 
circumstances and not be unduly influenced by their own interests or by others in forming judgments.  
Officers are required to notify the Audit & Counter Fraud Management Team of any potential 
impairments to their independence when work is allocated to them. All officers are required to submit 
annual declarations of interest or no interest, the results of which assist the allocation of work to the 
team.  

The allocation of work to individual officers and allocation of supervisory duties will take account of any 
potential impairments (real or perceived) to the independence and objectivity of those officers, including 
but not limited to;  

 Where officers have previously held operational responsibilities within services, they will not be 
allocated any assurance work until three years after they gave up those responsibilities. 

 Where officers provide consultancy services, they will not be allocated any assurance work over 
the specific functions they provided consultancy services to until at least one year after the 
consultancy engagement was completed. 

Given its responsibilities for counter-fraud activities, the Audit & Counter Fraud Shared Service cannot 
provide independent assurance over the counter-fraud activities of either council. Instead independent 
assurance over the effectiveness of these arrangements will be sought from an external supplier of audit 
services on a periodic basis.  

In addition to the role of Chief Audit Executive, the Head of Audit & Counter Fraud as a senior officer of 
the councils, may undertake some roles outside of the functions of the Audit & Counter Fraud Shared 
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Service as set out in this Charter.  Any assurance work planned or requested where the Head of Audit & 
Counter Fraud has carried out any operational  activities will be assessed for the risk of impairment to 
independence by the Audit & Counter Fraud Management Team, and where necessary the Head of Audit 
& Counter Fraud will have no operational involvement in the delivery of this assurance work with all 
quality management and reporting carried out by other members of the Audit & Counter Fraud 
Management Team.   

The Head of Audit & Counter Fraud will confirm to the Audit Committees of each authority, at least 
annually, the organisational independence of the Audit & Counter Fraud Shared Service through the 
annual review of this Charter.  

VI. Audit & Counter Fraud Plan  
At least annually, the Head of Audit & Counter Fraud will prepare and submit to senior management and 
the Audit Committees an Audit & Counter Fraud Plan for review and approval. The Chief Audit Executive 
is responsible for ensuring the team has sufficient and appropriate resources to deliver a plan containing 
sufficient assurance and consultancy work to deliver an opinion on the overall control environment of 
each council, supporting the Annual Governance Statement and Statement of Accounts.  The plan will 
consist of a work schedule and a resource budget for the period, and will note the impact of any resource 
limitations.  

The Audit & Counter Fraud Plan will be prepared following an assessment of the authorities’ objectives, 
identified risks and a risk assessment of functions and services, including input of senior management. 
The Head of Audit & Counter Fraud will review and adjust the plan, as necessary, in response to changes 
in the organisation’s business, risks, operations, programs, systems, and controls. Any significant 
deviation from the approved Plan will be communicated through periodic activity reports.  

VII. Reporting & monitoring  
A written report will be prepared and issued by the Head of Audit & Counter Fraud or designee following 
the conclusion of each significant engagement, with the specific distribution of each report agreed in the 
Terms of Reference issued before the work commences.  All final reports are issued to the relevant 
Service Manager/Head of Service, Assistant Director/Chief Officer, Director and the Chief Executive; all 
reports with financial elements are also issued to the Section 151 Officers and all reports with legal 
elements are also issued to the Monitoring Officers.  The results of all audit work will be reported to 
senior management and the Audit Committees through routine activity reports and an Annual Report.  

In line with the Public Sector Internal Audit Standards, the Head of Audit & Counter Fraud (as Chief Audit 
Executive) will report annually with an opinion on the overall adequacy and effectiveness of the 
framework of governance, risk management and control of each council, supporting the Annual 
Governance Statement and Statement of Accounts.  This opinion will take into account the strategies, 
objectives and risks, and the expectations of senior management and the Audit Committees of both 
councils. The opinion will be supported by the content of the annual report, setting out a summary of the 
work carried out, a summary of the performance of the team in line with the Quality Assurance & 
Improvement Programme, and will identify any limitations in scope and disclose any qualifications.  

The Audit & Counter Fraud Shared Service will ensure findings and recommendations made are followed 
up, will report to senior management and the Audit Committees on the outcomes of this work and will 
follow an escalation process to address any significant findings that remain open. The Audit & Counter 
Fraud Shared Service will not revise the assurance opinions given in final reports based on the results of 
follow up work.  
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VIII. Quality Assurance & Improvement Programme  
The Audit & Counter Fraud Shared Service will maintain a Quality Assurance and Improvement Program 
(QAIP) that covers all aspects of the activity. The program will include an evaluation of the conformance 
with the Definition of Internal Auditing and the Standards and an evaluation of whether Officers apply the 
Code of Ethics. The program also assesses the efficiency and effectiveness of the activity and identifies 
opportunities for improvement.  The Head of Audit & Counter Fraud will communicate to senior 
management and the Audit Committees on the QAIP.   
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Classification: Public
Key Decision: No

Gravesham Borough Council

Report to: Finance & Audit Committee

Date: 12 March 2019

Reporting officer: James Larkin, Head of Audit & Counter Fraud Shared Service 
(Chief Audit Executive)

Subject: Audit & Counter Fraud 2019-20 Work Plan

Purpose and summary of report: 
To present for approval the Audit & Counter Fraud 2019-20 Plan for Gravesham. 

Recommendations:
Members approve the Audit & Counter Fraud 2019-20 Plan for Gravesham presented at 
Appendix 2. 

1. Background

1.1 The Public Sector Internal Audit Standards (Standards) require that: The chief 
audit executive must establish risk-based plans to determine the priorities of the 
internal audit activity, consistent with the organisation’s goals. A risk based plan 
has been prepared for the authority to meet this requirement. Since 1 March 2016 
the council’s internal audit activity has been delivered by the Audit & Counter 
Fraud Shared Service with Medway Council.

2. Audit & Counter Fraud 2019-20 Plan

2.1 The plan has been prepared in line with the requirements of the Standards and is 
based on a cyclical programme of core financial and governance activities and a 
risk assessment to ensure the team’s resources are directed to the highest areas 
of risk. This assessment includes;

2.1.1 Review of the council’s priorities as set out in the Corporate Plan 2015-19,

2.1.2 Review of the council’s key risks as set out in the Corporate Risk Register, 

2.1.3 Review of the council’s financial plans and budgets,

2.1.4 Review of service plans and service risk registers,

2.1.5 Horizon scanning to identify local and national issues and risks, 
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2.1.6 The results of previous internal audit work (including follow up work) and 
other sources of assurance to the council,

2.1.7 Identification and risk assessment of those activities key to the delivery of 
the council’s priorities and the management of its identified risks, and,

2.1.8 Consultation with senior management to validate this assessment of the 
council’s risks.  

2.2 This risk assessment is matched to the resources available in the team to produce 
the plan presented at Appendix 2.

3. Reporting against the Audit & Counter Fraud Plan

3.1 The Audit & Counter Fraud Team report to Management Team and the Finance & 
Audit Committee on a quarterly basis, providing details of the team’s outputs, 
findings and performance against agreed indicators. 

3.2 In addition, the Audit & Counter Fraud Plan will be subject to a quarterly review to 
ensure that it continues to reflect the best use of the available resources. As such, 
it will be possible to revise the plan to add work on new/emerging risks and issues 
as they arise.

4. BACKGROUND PAPERS

Nil 

Anyone wishing to inspect background papers should, in the first place, be directed to 
Committee & Electoral Services who will make the necessary arrangements.
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IMPLICATIONS APPENDIX 1

Legal The Accounts & Audit Regulations 2015 require local authorities to: 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.  The Section 151 Officer of a local authority is responsible 
for establishing the internal audit service.  Gravesham Borough Council has 
delegated this responsibility to the Section 151 Officer of Medway Council to deliver 
internal audit services through the Shared Service to both authorities. The Public 
Sector Internal Audit Standards are supported by CIPFA’s Local Government 
Application Note to the Public Sector Internal Audit Standards, an updated version 
of which is due to be published in 2019.

Finance and Value 
for Money 

An adequate and effective Audit & Counter Fraud function provides the council with 
assurance on the proper, economic, efficient and effective use of council resources 
in delivery of services, as well as helping to identify fraud and error that could have 
an adverse effect on the financial statements of the council.

Risk Assessment The Public Sector Internal Audit Standards require that: The chief audit executive 
must establish risk-based plans to determine the priorities of the internal audit 
activity, consistent with the organisation’s goals. The Audit & Counter Fraud Plan is 
intended to ensure that the work of the team is effectively directed and is in line with 
the organisation’s goals. Member approval of the plan ensures the status of the 
plan is maintained.

A data protection impact assessment (DPIA) should be carried out at the start of 
any major project involving the use of personal data or if you are making a 
significant change to an existing process. 

a. Does the project/change being recommended through this paper involve the 
processing of personal data or special category data or criminal offence data? 
A definition of each type of data can be found on the Information 
Commissioner’s Office website via the above links.
No

b. If yes to question a, have you completed and attached a DPIA including Data 
Protection Officer advice?
N/A

Data Protection 
Impact Assessment

c. If no to question b, please seek advice from your nominated DPIA assessor or 
the Information Governance Team at gdpr@medway.gov.uk.
N/A

Equality Impact 
Assessment

a. Does the decision being made or recommended through this paper have 
potential to cause adverse impact or discriminate against different groups in the 
community? If yes, please explain answer.
No
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b. Does the decision being made or recommended through this paper make a 
positive contribution to promoting equality? If yes, please explain answer.
N/A

In submitting this report, the Chief Officer doing so is confirming that they have 
given due regard to the equality impacts of the decision being considered, as noted 
in the table above

Corporate Plan The work of the Audit & Counter Fraud Team supports the council in achieving all 
of its objectives set out in the Corporate Business Plan but is particularly relevant to 
Objective 4: Sound & self-sufficient council. 

Crime and Disorder The Audit & Counter Fraud Team provides an independent and objective opinion to 
the organisation on the control environment, by evaluating its effectiveness in 
achieving the organisations’ objectives. The work of the team combined with a 
sound internal control environment has a positive contribution to community safety 
in its broadest sense.

Digital and website 
implications

The council’s performance management framework includes the publication of the 
outturns against the Performance Measures and Indicators in the Corporate 
Business Plan. The proportion of recommendations made by the Audit & Counter 
Fraud Team that are implemented by Management is one of the council’s overall 
Performance Indicators (PI141) and is therefore reported to the public via the 
council’s Annual Report published on the council’s website. 

The Local Government Transparency Code requires the publication of data relating 
to Fraud Investigation; this is published in line with the requirements on the 
council’s website.  

Safeguarding 
children and 
vulnerable adults

There are no direct safeguarding implications to this report.
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I. Introduction 
The Audit & Counter Fraud Shared Service was established on 1 March 2016 to provide internal audit, 
counter fraud and investigation services to Medway Council and Gravesham Borough Council.     

Section 151 of the Local Government Act 1972 and Regulation Six of the Accounts & Audit Regulations 
201 set out the requirement for Local Authorities to have an Internal Audit function.  The Public Sector 
Internal Audit Standards (the Standards) define Internal Audit as an independent, objective assurance 
and consulting activity designed to add value and improve an organisation’s operations. The Standards 
require that: the chief audit executive must establish risk-based plans to determine the priorities of the 
internal audit activity, consistent with the organisation’s goals.   

The Audit & Counter Fraud Plan is supported by the Charter which sets out the team’s purpose, authority 
and responsibilities, and the team’s Strategy which sets out the key objectives for the development of 
the team. 

II. Preparation of the Audit & Counter Fraud Plan 
The plan has been prepared in line with the requirements of the Standards and is based on a risk 
assessment to ensure our resources are directed to the highest areas of risk. This assessment includes; 

 Review of the council’s priorities as set out in the Corporate Plan 2015-19, 

 Review of the council’s key risks as set out in the Corporate Risk Register,  

 Review of the council’s financial plans and budgets, 

 Review of service plans and service risk registers, 

 Horizon scanning to identify local and national issues and risks,  

 The results of previous internal audit work (including follow up work) and other sources of 
assurance to the council, 

 Identification and risk assessment of those activities key to the delivery of the council’s priorities 
and the management of its identified risks, and,  

 Consultation with senior management to validate this assessment of the council’s risks.   

The risk assessment is used, along with input from senior management and knowledge of the wider 
control environment, to help ensure that our resources are directed to the areas where they are 
considered to be of most effective use to the council in helping to ensure the achievement of its 
objectives, the improvement of internal control and the efficiency of service delivery. 

Where the work of other assurance providers is known to the Audit & Counter Fraud Team, the team will 
seek to review and place reliance on that work to avoid duplication of effort and improve assurance 
coverage.  

While all council activities are considered in the risk assessment, a cyclical programme of core financial 
and governance activities has been prepared to supplement this risk assessment and help ensure the 
council receives assurance over these functions on a periodic basis. The programme can be found at 
Appendix A, though it should be noted that several amendments have been  necessary as part of the 
2019-20 planning process; these include:  

 The Partnership Working and Shared Working Arrangement activities being combined due to both 
being delivered through the council’s Partnership Working Framework,  

 The cycle for the Project and Change Management activity being altered to fall in an alternate year 
to the Partnership Framework and Shared Working Arrangement activity, and,  
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 The cycle for the Risk Management Framework, Compliance & Reporting activity being altered from 
2-yearly to 3-yearly due to the infrequency of changes to procedures in this area and a number of 
positive assurance reviews having recently been undertaken.   

Consequently, the 2019-20 Audit & Counter Fraud Plan includes a total of 125 days to complete the work 
identified on the cycle for the year. The scheduled assurance review of Data Quality will instead be 
delivered as consultancy work to support the Corporate Performance Team in ensuring that appropriate 
methodologies are established for all performance measures / indicators collected as part of the 
council’s Performance Management Framework on implementation of the new Corporate Plan.  

III. Resourcing  
The Audit & Counter Fraud Plan will be delivered using the in-house resources within the Shared Service, 
a total of 14FTE comprising of 1FTE Head of Internal Audit & Counter Fraud, 3FTE Audit & Counter Fraud 
Team Leaders, 8FTE Audit & Counter Fraud Officers (1FTE currently vacant), 1FTE Audit & Counter Fraud 
Intelligence Analyst and 1FTE Audit & Counter Fraud Assistant. All available productive days for these 
staff are allocated on the plan; resources spent on strategic leadership and management provided by the 
Head of Audit & Counter Fraud and the Audit & Counter Fraud Team Leaders are not allocated on the 
plan.  

The results of the risk assessment dictates the amount of assurance work required to deliver an opinion 
on the effectiveness of the overall control environment of the council. This assessment is based on: 

 The professional experience of the Head of Audit & Counter Fraud, 

 The risk maturity of the council and the effectiveness of its risk management arrangements, and, 

 The proportion of items identified through the risk assessment considered to be of high risk. 

The total productive resource available for 2019-20 for Gravesham is 703 days; of this 368 days will be 
spent on assurance work which is considered sufficient to provide assurance over enough of the 
council’s activities identified through the risk assessment, for the Head of Audit & Counter Fraud to 
deliver an opinion on the effectiveness of the overall control environment of the council.  

The skills and experience of the in-house team have been considered in preparing this plan and all work 
planned is considered to be within the capability of the in-house team. The Audit & Counter Fraud 
Officer assigned to each activity on the plan is selected by the Audit & Counter Fraud Management Team 
based on their skills, knowledge, experience, discipline and any declared conflicts of interest to ensure all 
work is conducted effectively. If an activity planned was found to require specialist skills/experience 
beyond that of the team, arrangements would be put into place to secure the services of an external 
contractor.  

The Audit & Counter Fraud Plan contributes to the council’s overall assurance framework and as such, 
where possible information will be shared and activities coordinated with other internal and external 
providers of assurance to the council.  

IV. 2019-20 Audit & Counter Fraud Plan 
The Plan is intended to provide a clear picture of how the council will use the Audit & Counter Fraud 
Shared Service, reflecting all work to be carried out by the team for Gravesham during the financial year. 
The plan includes assurance work focusing on the council’s core governance and finance arrangements 
and corporate / fraud risks, proactive counter fraud work, responsive investigation work and consultancy 
services as defined in the Audit & Counter Fraud Charter, as well as time to provide the Single Point of 
Contact (SPOC) role for the DWP Fraud and Error Service for their investigation of Housing Benefits 
administered by the council. The work planned is presented below, with each individual item categorised 
as priority 1, 2 or 3 to assist in the prioritisation of work.  
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Core governance and financial systems assurance work     

Ref Activity  Scope of work  
Resources 

(days)  
Timescale  Priority  

1 Governance framework Review of the council's corporate governance arrangements. 10 Q3 2 

2 Constitution maintenance Review of arrangements to maintain the council's Constitution and 
ensure that it reflects current working practices.  

10 Q4 2 

3 Partnership framework and 
shared working arrangements  

Review of the effectiveness of the council's partnership framework 
and compliance with the framework when entering into partnership 
and shared working arrangements.  

10 Q1 2 

4 Treasury management Review of the council's treasury activities, including compliance with 
the Treasury Management and Prudential Codes.  

10 Q2 1 

5 Creditors Review of arrangements for the processing of creditor payments, 
including the use of automated invoicing. 

10 Q3 1 

6 Income collection  Review of arrangements to monitor and manage the income 
collection methods used across the council.  

10 Q4 2 

7 Insurances Review of arrangements to maintain appropriate insurance cover and 
process claims.  

10 Q3 2 

8 Budget monitoring Review of arrangements to monitor the council's Housing Revenue 
Account budget. 

10 Q3 2 

9 Housing benefit 
overpayments 

Review of arrangements to recover overpaid housing benefit in a 
timely and equitable manner.  

10 Q4 2 

10 Council tax recovery  Review of arrangements to recover unpaid council tax in a timely and 
equitable manner.  

10 Q2 2 

11 Housing rent administration 
and collection 

Review of arrangements for housing rent to be collected in a timely 
manner and for the impacts of Universal Credit on rent collection to 
be managed.   

10 Q1 1 

12 Asset management Review of arrangements to manage and account for the council's 
asset base, including maintaining renewal and replacement 
programmes where appropriate.  

15 Q3 2 

13 Performance data verification Allowance to assist the Corporate Performance Team with verifying 
annual performance information reported by the council.  

3 Q1 1 

   Total 128     
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Corporate risks assurance work    

Ref Activity  Scope of work  
Resources 

(days)  
Timescale  Priority  

14 Out of hours services Review of arrangements to staff out of hours services operated 
across the council.  

15 Q1 1 

15 Staff sickness management 
and monitoring  

Review of arrangements for staff sickness to be reported, recorded 
and monitored.  

15 Q2 1 

16 Apprenticeship scheme Review of the council's apprenticeship scheme including 
identification of appropriate apprenticeship opportunities, provision 
of training / support and use of the apprenticeship levy.  

15 Q3 2 

17 Public Place Protection Order 
Enforcement 

Review of arrangements to enforce the Public Place Protection Order 
in Gravesend town centre, including procedures for issuing and 
enforcing Fixed Penalty Notices.  

10 Q2 2 

18 Unauthorised encampments Review of arrangements to take appropriate action in respect of 
unauthorised encampments on council land.  

10 Q3 2 

19 Woodville box office and 
ticketing  

Review of Woodville Box Office operations, including collection of 
income and ticketing.  

10 Q4 2 

20 Garden waste collection 
service  

Review of arrangements to administer the garden waste collection 
service, including the collection of income.  

10 Q4 2 

21 Responsive repairs service 
(including supplies 
management)  

Review of arrangements to deliver the council's responsive repairs 
service, including the management of supplies.  

20 Q3 1 

22 Temporary accommodation  Review of arrangements for the provision of temporary 
accommodation. 

10 Q2 1 

23 Sheltered housing  Review of arrangements to manage the council's sheltered housing 
schemes, including implementation of Intensive Housing 
Management (IHM) arrangements.  

15 Q4 2 

24 Private sector housing grants Review of arrangements to administer applications for grant under 
the council's Private Sector Housing Assistance Policy, including 
Disabled Facilities Grant.  

15 Q1 2 

25 Tenancy enforcement  Review of arrangements to ensure that appropriate action is taken is 
respect of all tenancy breaches in a timely manner.  

10 Q4 1 

26 Business continuity - back-up 
arrangements  

Review of arrangements to back-up and restore the council's IT 
network in the event of disruption.  

10 Q1 2 
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27 Property Acquisition Strategy Review of arrangements to deliver the council's Property Acquisition 
Strategy including compliance with the relevant procedures for 
acquiring investment assets.  

10 Q2 1 

28 Finalisation of 2018-19 
planned work  

Allowance to finalise work from the 2018-19 plan not completed at 
31 March 2019. 

25 Q1 1 

29 Responsive assurance work  Allowance to conduct responsive assurance work unknown at the 
time of planning. 

10 Q1-Q4 2 

    Total 210     

 

Follow up work     

Ref Activity  Scope of work  
Resources 

(days)  
Timescale  Priority  

30 Follow up of agreed 
recommendations  

Allowance to monitor and report on the implementation of agreed 
recommendations.  

8 Q1-Q4 1 

    Total 8     

 

Consultancy work     

Ref Activity  Scope of work  
Resources 

(days)  
Timescale  Priority  

31 Data quality  Allowance to support the Corporate Performance Team with 
ensuring that appropriate methodologies are established for all 
performance measures / indicators collected as part of the council's 
performance management framework on implementation of the 
new Corporate Plan.  

10 Q2 3 

32 Responsive consultancy work  Allowance to conduct responsive consultancy work unknown at the 
time of planning, as directed by senior management and including 
the provision of advice & information. 

20 Q1-Q4 3 

    Total 30     
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Counter fraud work      

Ref Activity  Scope of work  
Resources 

(days)  
Timescale  Priority  

Counter fraud assurance work:  

33 Council Tax Reduction 
Scheme  

Fraud focused review of arrangements to administer the Council Tax 
Reduction Scheme. 

15 Q2 2 

34 Flexi, TOIL and overtime  Fraud focused review of arrangements for staff to record and claim 
Flexi, TOIL and overtime payments.   

15 Q3 2 

Counter fraud activity:  

35 Responsive investigation 
work 

Allowance to carry out investigations into referrals of suspected fraud 
or malpractice. 

150 Q1-Q4 1 

36 Proactive investigation work  Allowance to carry out pro-active exercises to identify fraud and error. 30 Q1-Q4 2 

37 Data matching exercises 
(including NFI & KIN) 

Allowance to carry out and evaluate data matching exercises to 
identify fraud and error. 

30 Q1-Q4 2 

38 Fraud awareness Allowance to carry out activities to increase awareness among staff to 
the risk of fraud. 

10 Q1-Q4 3 

39 Liaison with the DWP Allowance to provide the Single Point of Contact (SPOC) role for the 
DWP FES for their investigation of Housing Benefits administered by 
the council. 

46 Q1-Q4 1 

40 Responding to information 
requests  

Allowance to respond to information requests from the Police, local 
authorities and other investigatory bodies under exemptions in the 
Data Protection Act/General Data Protection Regulations.  

31 Q1-Q4 1 

    Total 327     
 

Summary     

Ref Activity  Scope of work  
Resources 

(days)  
Timescale  

  Core governance & Financial systems assurance work  128 Q1-Q4 

  Corporate risks assurance work  210 Q1-Q4 

  Follow up work  8 Q1-Q4 

  Consultancy work  30 Q1-Q4 

  Counter fraud work  327 Q1-Q4 

  Total 703   
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V. Monitoring & review 
Arrangements to monitor progress against the Plan are built into the working processes of the team and 
will be reported to senior management and the Finance & Audit Committee through the agreed 
Performance Indicator suite within the Quality Assurance & Improvement Programme.  

The service will remain responsive to the needs of the council and will keep the planned work and 
priorities under review so that new emerging risks arising during the year can be included in the plan in 
the place of lower priority work. To do this, the Plan will be reviewed and presented to Management 
Team and the Finance & Audit Committee alongside the quarterly update reports to ensure any 
amendments to the plan are properly approved.  
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Cyclical programme of core financial and governance activities  
 

Activity 2019-20 2020-21 2021-22 2022-23 2023-24 2024-25 2025-26 

Governance arrangements 

Governance framework 1  1  1  1 

IT Governance  1   1   

Constitution & policy maintenance 1   1   1 

Corporate & business planning    1    

Risk management framework, 
compliance & reporting 

  1   1  

Performance management framework, 
compliance & reporting 

 1 1  1 1  

Data quality  1   1   1 

Partnership framework & shared 
working arrangements 

1   1    

Project & change management  1   1  1 

Ethics  1  1  1  

Financial systems 

General ledger & bank reconciliation   1   1  

Treasury management 1   1   1 

Debtors, write offs & bad debt provision  1  1  1  

Creditors, purchase cards & petty cash 1  1  1  1 

Income collection  1  1  1  1 

Housing Benefit & Council Tax reduction 1  1  1  1 
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Activity 2019-20 2020-21 2021-22 2022-23 2023-24 2024-25 2025-26 

Council Tax administration, collection & 
recovery 

1  1  1  1 

NNDR administration, collection & 
recovery 

 1  1  1  

Payroll establishment, payments & 
deductions 

 1  1  1  

Housing rent administration, collection & 
recovery 

1  1  1  1 

VAT   1   1  

Asset management 1   1   1 

Insurances 1   1   1 

Financial statements preparation    1    

Budget monitoring 1   1   1 

Financial planning   1    1 

Capital accounting  1   1   

Grant payments    1    
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Classification: Public
Key Decision: No

Gravesham Borough Council

Report to: Finance & Audit Committee

Date: 12 March 2019

Reporting officer: Sarah Parfitt, Assistant Director (Corporate Services)

Subject: External Audit Questions to Those Charged with Governance

Purpose and summary of report: 
To provide Members with an opportunity to consider and discuss a number of questions 
posed by the External Auditors to the Finance & Audit Committee in relation to the council’s 
arrangements to manage fraud risk and ensure legislative compliance.

Recommendation:
1. That the Finance and Audit Committee consider and agree whether the response to 

the letter from Grant Thornton UK LLP, as set out in Appendix Three of this report, is 
consistent with its understanding of the council’s management processes and 
arrangements.

1. Introduction

1.1 As the council’s External Auditor, Grant Thornton UK LLP is required to maintain 
effective two-way communication with the council’s Finance & Audit Committee.  
This assists both the External Auditor and the Committee in understanding 
matters relating to the work of External Audit and developing a constructive 
working relationship.  It also enables the External Auditor to obtain information 
from the Committee and supports the Committee in fulfilling its responsibilities in 
relation to the financial reporting process.

2. Letter to Those Charged with Governance

2.1 As part the audit risk assessment procedures, Grant Thornton UK LLP has posed 
a number of questions directly to the Finance & Audit Committee regarding how 
the committee oversees the council’s management processes and arrangements.  
A copy of the letter sent to the Chair of the Finance & Audit Committee is provided 
at Appendix Two.  Members are requested to consider and agree the response of 
the committee as set out at Appendix Three to this report.

Page 81 Agenda Item 9



2

3. Background Papers

3.1 There are no background papers to this report.  

Anyone wishing to inspect background papers should, in the first place, be directed to 
Committee & Electoral Services who will make the necessary arrangements.
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IMPLICATIONS APPENDIX 1

Legal N/A

Finance and Value 
for Money 

N/A

Risk Assessment N/A

A data protection impact assessment (DPIA) should be carried out at the start of 
any major project involving the use of personal data or if you are making a 
significant change to an existing process. 

a. Does the project/change being recommended through this paper involve the 
processing of personal data or special category data or criminal offence data? 
A definition of each type of data can be found on the Information 
Commissioner’s Office website via the above links.
N/A

b. If yes to question a, have you completed and attached a DPIA including Data 
Protection Officer advice?
N/A

Data Protection 
Impact Assessment

c. If no to question b, please seek advice from your nominated DPIA assessor or 
the Information Governance Team at gdpr@medway.gov.uk.
N/A

a. Does the decision being made or recommended through this paper have 
potential to cause adverse impact or discriminate against different groups in the 
community? If yes, please explain answer.
N/A

b. Does the decision being made or recommended through this paper make a 
positive contribution to promoting equality? If yes, please explain answer.
N/A

Equality Impact 
Assessment

In submitting this report, the Chief Officer doing so is confirming that they have 
given due regard to the equality impacts of the decision being considered, as noted 
in the table above

Corporate Plan N/A

Crime and Disorder N/A

Digital and website 
implications

N/A
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Safeguarding 
children and 
vulnerable adults

N/A
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Chartered Accountants 
Member firm within Grant Thornton International Ltd 
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 Services Authority for investment business. 
 

 
   
 

 

 
Councillor Lenny Rolles 
Chair of Finance and Audit Committee 
Gravesham Borough Council 
Civic Centre 
Gravesend 
Kent 
 
18 February 2018 
 
Dear Councillor Lenny, 

Gravesham Borough Council Financial Statements for the Period 
Ended 31 March 2019 
 
To comply with International Auditing Standards, we need to establish an understanding of 
how the Audit Committee gains assurance over management processes and arrangements. 
 
I would be grateful therefore if you could write to me in your role as Chair of the Finance 
and Audit Committee with your responses to the following questions in respect of the 
Council’s financial statements. 

1 Do you have knowledge of any actual, suspected or alleged frauds? If so, please provide 
details.   

2 How does the Audit Committee gain assurance that all relevant laws and regulations have 
been complied with?   

3 Are you aware of any actual or potential litigation or claims that would affect the financial 
statements? 

I have attached a separate schedule, which explores these areas in more detail, and this is 
included as an Appendix. Please contact me if you wish to discuss anything in relation to this 
request, either via telephone on 020 7728 3091 or by the following e-mail address: 
Emily.McKeown@uk.gt.com. Alternatively, please contact Ibukun Oluwasegun, Audit In-
charge on 020 7728 3116 or Ibukun.o.oluwasegun@uk.gt.com.  
 
 
Yours sincerely 
 
 
Emily McKeown 
Engagement Manager 
 
For Grant Thornton UK LLP 
 

Grant Thornton UK LLP 
30 Finsbury Square 
London  
EC2A 1AG 
 
T +44 (0)207 184 4300 
www.grant-thornton.co.uk  

 

Page 85



 2

 

Appendix 

Responses from Finance and Audit Committee Chair: 

 
Question Response 
Are you aware of any related party 
relationships or transactions that could 
give rise to risks of fraud? 
 

 

Do you have knowledge of any actual, 
suspected or alleged fraud affecting 
the Council as a whole or within 
specific departments since 1 April 
2018? 

  

How does the Finance and Audit 
Committee gain assurance that all 
relevant laws and regulations have 
been complied with?   

 

 

Are there any instances of non-
compliance or suspected non-
compliance with law and regulation 
since 1 April 2018 that the Finance 
and Audit Committee are aware of? 

 

Is the Finance and Audit Committee 
aware of any actual or potential 
litigation or claims that would have a 
financial impact of greater than 
£70,000 on the financial statements? 
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Response from Finance and Audit Committee Chair

Fraud risk assessment

Auditor Question Response
Are you aware of any related party relationships or 
transactions that could give rise to risks of fraud?

No.

The officer and Member codes of conduct 
require interests to be declared.

Related party transaction declarations will 
be requested from senior officers and all 
Members relating to 2018-19 as part of the 
process to produce the Statement of 
Accounts.

Do you have knowledge of any actual, suspected or 
alleged fraud affecting the Council as a whole or within 
specific departments since 1 April 2018?

Yes, as information on the number of all 
suspected, alleged or actual frauds are 
reported to the Finance & Audit 
Committee in the Audit & Counter Fraud 
update reports.  

How does the Finance & Audit Committee gain 
assurance that all relevant laws and regulations have 
been complied with?

The Annual Governance Statement relating 
to 2018-19 will be presented to the 
Finance & Audit Committee along with a 
comprehensive package of evidence. This 
includes the review of the council’s 
governance arrangements as well as a copy 
of all assurance statements completed by 
managers which include a specific question 
seeking assurance that all laws and 
regulations have been complied with. 

The findings of all Audit & Counter Fraud 
reviews are reported to the Finance & 
Audit Committee.  If an audit found 
concerns or any non-compliance this would 
be reported directly to the Committee; no 
such reports have been made since 1 April 
2018.

The Committee also receive the Local 
Government Ombudsman’s report as a 
source of assurance.
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Auditor Question Response
Are there any instances of non-compliance or suspected 
non-compliance with law and regulation since 1 April 
2018 that the Finance & Audit Committee are aware of?

No.

The evidence collated for the Annual 
Governance Statement will include an 
assurance statement specific to the role of 
the Monitoring Officer. 

Based on information provided by the 
Deputy Monitoring Officer, no instances of 
non-compliance have been identified since 
1 April 2018, nor is there any evidence of 
significant unreported concerns.

Is the Finance & Audit Committee aware of any actual 
or potential litigation or claims that would have a 
financial impact of greater than £70,000 on the financial 
statements?

There are no known potential litigation 
cases or claims at the time of preparing 
this response.
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