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The contents of this report relate only to those matters which came to our 

attention during the conduct of our normal audit procedures which are 

designed primarily for the purpose of expressing our opinion on the financial 

statements. Our audit is not designed to test all internal controls or identify all 

areas of control weakness. However, where, as part of our testing, we identify 

any control weaknesses, we will report these to you.  In consequence, our work 

cannot be relied upon to disclose defalcations or other irregularities, or to 

include all possible improvements in internal control that a more extensive 

special examination might identify. 

 

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. 

 

Disclaimer 
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Executive summary 

Executive summary 

Overall review of 

financial 

statements 

Purpose of this report 

This report highlights the key matters arising from our audit of  the London 

Borough of Barnet's ('the Council's') financial statements for the year ended 31 

March 2013. It is also used to report our audit findings to management and those 

charged with governance in accordance with the requirements of International 

Standard on Auditing (ISA UK&I) 260.  

 

Under the Audit Commission's Code of Audit Practice we are required to report 

whether, in our opinion, the Council's financial statements present a true and fair 

view of the financial position, its expenditure and income for the year and whether 

they have been properly prepared in accordance with the CIPFA Code of Practice 

on Local Authority Accounting. We are also required to reach a formal conclusion 

on whether the Council has put in place proper arrangements to secure economy, 

efficiency and effectiveness in its use of resources (the Value for Money 

conclusion). 

 

Introduction 

In the conduct of our audit we have not had to alter or change our planned audit 

approach, which we communicated to you in our Audit Plan dated 8 April 2013. 

We received draft financial statements and accompanying working papers at the 

start of our audit, in accordance with the agreed timetable. The Council's finance 

team has worked with our audit team effectively throughout the course of the 

audit to progress testing and respond to audit queries promptly. 

 

At the date of this report our audit is substantially complete, with only the 

following procedures in progress: 

• audit finalisation procedures including obtaining and reviewing the signed 

management letter of representation and updating our post balance sheet 

events review to the date of signing the opinion 

• completion of certification of the Council's Whole of Government Accounts 

return, which we aim to complete in order to give our opinion on this at the 

same time as the accounts opinion. 

 

 

 Key issues arising from our audit 

Financial statements opinion 

We expect to give an unqualified opinion on the financial statements by 25 July 

2013, in line with the timetable for earlier audit completion agreed with the 

Council.  

 

We have identified one adjustment affecting the Council's reported financial 

position, and have provided further details on page 19 of this report.  The draft 

financial statements  recorded net expenditure of £22.5 million; the audited 

financial statements show net expenditure of £24.2 million. This change relates 

to the increased provision for council tax debtors and does not impact on the 

General Fund balance. We have also identified a number of minor adjustments 

relating to disclosures and to improve the presentation of the financial 

statements (details are recorded in section 2 of this report). 

 

The key messages arising from our audit of the Council's financial statements 

are: 

• With the timetable for an early sign off having been agreed with the finance 

team, it has been important to work closely together to ensure that all 

deadlines can be met. The Council has provided a good set of working 

papers and has responded quickly to all queries and issues. The one area 

where this has not worked as well relates to the information requests sent to 

the third party payroll providers at some schools. In future the Council 

should ensure it obtains any information required to support the audit of the 

financial statements from third-party payroll providers promptly.   
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Overall review of 

financial 
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• We identified one non-trivial adjustment to the financial statements in respect 

of the bad debt provision for council tax. This relates to additional fees and 

charges added to outstanding council tax balances to reflect the cost of 

processes to recover the balance. Whilst the associated council tax debt had 

been provided for, there was no provision made against these charges, despite 

the likelihood of recovery being similar. This adjustment has impacted all of the 

primary statements (with a net impact of £1,712k on total net expenditure. The 

full detail of the adjustment are summarised on page 19 of this report. 

• We have completed initial Department of Work and Pensions certification 

testing of 80 individual benefits cases across all award types and identified five 

errors. Whilst we are still trying to quantify the full extent of these errors, they 

are not considered to be material in relation to the financial statements. We will, 

however, be required to complete additional 40+ testing as part of our grant 

certification process.  

• We have reported in detail on the pension fund audit within the separate Audit 

Findings Report to Audit Committee. Within the report, it was identified that 

there is a need for improvement in the preparation of the financial statements 

and their supporting working papers. With the move to an early sign off of the 

Council accounts, it is important that the pension fund audit can be completed 

efficiently to meet the overall Council deadlines.  

 

We have provided further details in Section 2 of this report.  

 

 

 

Value for money conclusion 

We are pleased to report that, based on our review of the Council's arrangements 

to secure economy, efficiency and effectiveness in its use of resources, we propose 

to give an unqualified VFM conclusion. Further detail of our work on Value for 

Money, including three recommendations agreed with management, are set out in 

section 3 of this report. 

 

Whole of Government Accounts (WGA) 

We will complete our work in respect of the Whole of Government Accounts in 

accordance with the national timetable. 

 

 

Controls 

The Council's management is responsible for the identification, assessment, 

management and monitoring of risk, and for developing, operating and monitoring 

the system of internal control. 

 

Our audit is not designed to test all internal controls or identify all areas of control 

weakness.  However, where, as part of our testing, we identify any control 

weaknesses, we  report these to the Council. 

 

Our work has not identified any significant control weaknesses, but we draw 

attention to some control issues in relation to the Council's journal controls and its 

IT control environment on pages 21 – 22 that, while unlikely to lead to a material 

misstatement  in the financial statements, we nevertheless consider important and 

are therefore reporting them to you.  
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We note the Council's overall control environment, as measured by the results of 

Internal Audit's programme of work, has improved during 2012/13. Based on this 

work the Head of Internal Audit and Anti-Fraud has given' satisfactory' assurance 

on the effectiveness of the Council's overall control framework this year compared 

with 'limited' assurance in 2011/12.  

 

This performance is positive and has been achieved by Council officers during a 

year involving some significant structural change as the Council has moved to its 

new 'Commissioning  Council' model. Management should now continue to focus 

on addressing areas for improvement as highlighted in the Council's Annual 

Governance Statement to embed a robust control framework in the Council's new 

operating structure in place since April 2013. 

 

The way forward 

The findings in this report, including the recommendations summarised in the 

Action Plan at Appendix A, have been discussed and agreed with the Council's 

Chief Operating Officer and the finance team. 

 

Acknowledgment 

We would like to take this opportunity to record our appreciation for the 

assistance provided by the finance team, the housing benefits team and other 

Council staff during our audit. 

 

 

 

 

Grant Thornton UK LLP 

24 July 2013 
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Overview of  audit findings 

 

 

 

 

Audit findings 

Overview of audit 

findings 

Account Transaction 

cycle 

Material 

misstatement 

risk? 

Description of risk Change to 

the audit 

plan? 

Audit findings 

Cost of services -  

operating expenses 

Operating expenses None Material balance so testing required but 

no specific risk 

No Audit testing confirmed  operating expenses 

are fairly stated. See page 14 (creditors 

testing) for more details of work performed. 

Cost of services – 

employee remuneration 

Employee 

remuneration 

Other Employee remuneration accruals 

understated  

No Audit testing confirmed  employee 

remuneration is fairly stated. See page 14 for 

more details of work performed.  

Costs of services – 

Housing & council tax 

benefit 

Welfare expenditure Other Welfare benefits improperly computed No Audit testing confirmed  welfare benefits are 

fairly stated. See page 15 for more details of 

work performed.  

Cost of services – 

Housing revenue 

HRA Other Housing revenue transactions not 

recorded 

No Audit testing confirmed  housing revenue is 

fairly stated. See page 15 for more details of 

work performed.  

Cost of services – other 

revenues (fees & charges) 

Other revenues None Material balance so testing required but 

no specific risk 

No Audit testing confirmed other revenues are 

fairly stated. 

(Gains)/ Loss on disposal 

of non current assets 

Property, Plant and 

Equipment 

None Material balance so testing required but 

no specific risk 

No Audit testing confirmed  gains/ losses on 

disposal are fairly stated. 

Payments to Housing 

Capital Receipts Pool 

Property, Plant & 

Equipment 

None Immaterial balance No The value of  payments to the housing capital 

receipts pool is below a level we deem 

material so only limited audit testing was 

carried out. No errors noted. 

Precepts and Levies Council tax None Immaterial balance No The value of  precepts and levies  is below a 

level we deem material so only limited audit 

testing was carried out. No errors noted. 

In this section we present our findings in respect of matters and risks identified at the planning stage of the audit and additional matters that arose during the course of 

our work. This summarises the work we have undertaken and conclusions drawn against the audit work set out in our Audit Plan communicated to you on 8 April 2013. 
We have not had to change our Audit Plan during the course of the audit from that previously communicated to you. 

 

 

 

 



© 2013 Grant Thornton UK LLP  |  Audit Findings Report |  24 July 2013  

DRAFT Audit findings 

Overview of audit 

findings 

(continued) 

Account Transaction 

cycle 

Material 

misstatement 

risk? 

Description of risk Change to 

the audit 

plan? 

Audit findings 

Interest payable and 

similar charges 

Borrowings None Material balance so testing required but 

no specific risk 

No Audit testing confirmed interest payable and 

other charges are fairly stated. 

Pension Interest cost Employee 

remuneration 

None Material balance so testing required but 

no specific risk 

No Audit testing confirmed pension interest cost  

is fairly stated. 

Interest  & investment 

income 

Investments None Immaterial balance No The value of  interest and investment income is 

below a level we deem material so only limited 

audit testing was carried out. No errors noted. 

Return on Pension assets Employee 

remuneration 

None Material balance so testing required but 

no specific risk 

No Audit testing confirmed the return on pension 

assets is fairly stated. 

Impairment of 

investments 

Investments None Impairment of investments is 

understated 

No Audit testing confirmed  there were no 

significant impairments on the Council's 

investments and the nil entry in the accounts is 

fairly stated. 

 

Investment properties: 

Income expenditure, 

valuation, changes & gain 

on disposal 

Property, Plant & 

Equipment 

None Material balance so testing required but 

no specific risk 

No Audit testing confirmed investment properties 

income and expenditure are fairly stated. 

 

Income from council tax Council tax None Material balance so testing required but 

no specific risk 

No Audit testing confirmed  income from council 

tax is fairly stated subject  to one amendment 

to provide for additional bad debt of £1.7 

million, as summarised on page 19. 

 

NNDR Distribution NNDR None Material balance so testing required but 

no specific risk 

No Audit testing confirmed  income from NNDR 

is fairly stated . 

PFI revenue support 

grant and other 

Government grants 

Grant Income None Material balance so testing required but 

no specific risk 

No Audit testing confirmed  PFI revenue support 

and other grants are fairly stated . 
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Overview of audit 

findings 

(continued) 

Account Transaction 

cycle 

Material 

misstatement 

risk? 

Description of risk Change to the 

audit plan? 

Audit findings 

Capital grants & 

Contributions (including 

those received in 

advance) 

Property, Plant & 

Equipment 

None Material balance so testing required but 

no specific risk 

No Audit testing confirmed capital grants and 

contributions are fairly stated. 

(Surplus)/ Deficit on 

revaluation of non- 

current assets 

Property, Plant & 

Equipment 

None Material balance so testing required but 

no specific risk 

No Audit testing confirmed  the deficit on 

revaluation of non-current assets is fairly stated. 

 

Actuarial (gains)/ Losses 

on pension fund assets 

& liabilities 

Employee 

remuneration 

None Material balance so testing required but 

no specific risk 

No Audit testing confirmed  actuarial losses are 

fairly stated . 

 

Other comprehensive 

(gains)/ Losses 

Revenue/ 

Operating 

expenses 

None Immaterial balance No The value of  other comprehensive gains and 

losses is below a level we deem material so only 

limited audit testing was carried out. No errors 

noted. 

Property, Plant & 

Equipment 

Property, Plant & 

Equipment 

Other PPE activity not valid No Audit testing confirmed  PPE balances  are 

fairly stated . See page 16 for more details of 

work performed. 

Heritage assets & 

Investment property 

Property, Plant & 

Equipment 

None Material balance so testing required but 

no specific risk 

No Audit testing confirmed  heritage assets and 

investment properties are fairly stated . 

 

Intangible assets Intangible assets None Immaterial balance No The value of  intangible assets is below a level 

we deem material so only limited audit testing 

was carried out. No errors noted. 

Investments (long & 

short term) 

Investments None Material balance so testing required but 

no specific risk 

No Audit testing confirmed  short-term and long-

term investments are fairly stated . 
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Overview of audit 

findings 

(continued) 

Account Transaction 

cycle 

Material 

misstatement 

risk? 

Description of risk Change to 

the audit 

plan? 

Audit findings 

Debtors (long & short 

term) 

Revenue None Material balance so testing required but 

no specific risk 

No None 

Assets held for sale Property, Plant & 

Equipment 

None Material balance so testing required but 

no specific risk 

No None 

Inventories Inventories None Immaterial balance No The value of  inventories  is below a level we 

deem material so only limited audit testing was 

carried out. No errors noted. 

Cash and Cash 

Equivalents 

Bank & Cash None Material balance so testing required but 

no specific risk 

No None 

Borrowing (long & 

short term) 

Debt None Material balance so testing required but 

no specific risk 

No None 

Creditors (long & 

Short term) 

Operating 

Expenses 

Other Creditors understated or not recorded 

in the correct period 

No Audit testing confirmed  creditor balances are 

fairly stated . See page 14 for more details of 

work performed. 

Provisions (long & 

short term) 

Provision None Material balance so testing required but 

no specific risk 

No None 

Pension liability Employee 

remuneration 

None Material balance so testing required but 

no specific risk 

No None 

Reserves Equity None Material balance so testing required but 

no specific risk 

No None 
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Audit findings against significant risks 

  Risks identified in our audit plan Work completed Assurance gained and issues arising 

1.  Improper revenue recognition 

Under ISA 240 there is a presumed risk that revenue 

may be misstated due to improper recognition  

Throughout the course of the audit we have 

performed the following: 

 review and testing of revenue recognition policies 

 performance of attribute testing on material 

revenue streams 

Our audit work has not identified any issues in 

respect of revenue recognition. The Council has 

adopted appropriate accounting policies regarding 

revenue recognition and our testing supports 

compliance with the policies.  

2.  Management override of controls 

Under ISA 240 there is a presumed risk of 

management over-ride of controls 

Throughout the course of the audit we have performed 

the following: 

 review of accounting estimates, judgements and 

decisions made by management 

 testing of journals entries from throughout the year 

 review of unusual significant transactions 

Our audit work has not identified any evidence of 

management override of controls. In particular the 

findings of our review of journal controls and testing 

of journal entries has not identified any significant 

issues. 

We set out later in this section of the report our work 

and findings on key accounting estimates and 

judgments.  

Audit findings 

Significant findings 

"Significant risks often relate to significant non-routine transactions and judgmental matters. Non-routine transactions are transactions that are unusual, either due to size 

or nature, and that therefore occur infrequently. Judgmental matters may include the development of accounting estimates for which there is significant measurement 

uncertainty" (ISA 315).  

In this section we detail our response to the significant risks of material misstatement which we identified in the Audit Plan.  As we noted in our plan, there are two 

presumed significant risks not specific to Barnet, but which are applicable to all audits under auditing standards. 
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Audit findings against other risks 

Transaction 

cycle Description of risk Work completed Assurance gained & issues arising 

Creditors (short- 

and long-term) 

Creditors understated 

or not recorded in the 

correct period 

We have undertaken the following work in relation to this risk: 

 We have documented our understanding of processes and controls 

over the transaction cycle 

 We have performed walkthrough testing to gain assurance that in-year 

controls were operating in accordance with our documented 

understanding 

 We have undertaken testing on a sample of expenditure invoices 

throughout the year to gain assurance that expenditure has occurred 

and has been correctly classified 

 We have reviewed large and unusual creditor balances and tested a 

sample of items 

Our audit work has not identified any significant issues 

in relation to the risk identified 

Employee 

remuneration 

Employee 

remuneration accruals 

understated 

We have undertaken the following work in relation to this risk: 

 We have documented our understanding of processes and controls 

over the transaction cycle 

 We have performed walkthrough testing to gain assurance that in-year 

controls were operating in accordance with our documented 

understanding 

 We have undertaken testing on a sample of employees throughout the 

year, including the agreement of pay run data to individual pay slips 

and contracts of employment 

 We have agreed payroll data to HMRC returns 

 We have agreed the pensions liability to third party confirmation 

 We have reviewed senior management remuneration and disclosures 

 We have reviewed exit packages and disclosures 

Our audit work performed to date has not identified any 

significant issues in relation to the risk identified. 

However, there remain eight items from our school 

sample to be completed, including a reconciliation to 

payroll reports due to delays in receiving information 

from schools' outsourced payroll providers. The Council 

should work with its payroll providers to minimise 

delays in  obtaining information in future.  

Recommendation R1: The Council should ensure it 

obtains all information required to support the audit of 

the financial statements from third-party payroll 

providers promptly, particularly in light of further 

planned outsourcing of Council support services.  

Audit findings 

Significant findings 

(continued) 

In this section we detail our response to the other risks of material misstatement which we identified in the Audit Plan.   
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Audit findings against other risks (continued) 

Transaction 

cycle Description of risk Work completed Assurance gained & issues arising 

Welfare 

expenditure 

Welfare benefits 

improperly computed 

We have undertaken the following work in relation to this risk: 

 We have documented our understanding of processes and controls 

over the transaction cycle 

 We have performed walkthrough testing to gain assurance that in-year 

controls were operating in accordance with our documented 

understanding 

 We have completed initial Department of Work and Pensions 

certification testing of housing and council tax benefits, including 

analytical review and verification of benefits awarded on a sample basis 

Our sample test included 80 individual cases, across all 

award types and identified five errors. At the time of 

writing we are still quantifying the full extent of two 

errors affecting rent allowance expenditure (housing 

benefit paid to private tenants). The Council had 

applied the incorrect Local Housing Allowance amount 

when calculating benefit, resulting in benefit being 

overpaid to the two claimants concerned The Council's 

benefits team is carrying out further work to quantify the 

extent of any further errors across all rent allowance 

cases.  

The impact of these errors is not considered to be 

material in relation to the financial statements, but we 

will be required to complete 40+ testing as part of our 

grant certification work  

Housing rent Revenue transactions 

not recorded. 

We have undertaken the following work in relation to this risk: 

 We have documented our understanding of processes and controls 

over the transaction cycle 

 We have performed walkthrough testing to gain assurance that in-year 

controls were operating in accordance with our documented 

understanding 

 We have performed detailed analytical review procedures to gain 

assurance over the completeness of rental income 

Our audit work has not identified any significant issues 

in relation to the risk identified 

Audit findings 

Significant findings 

(continued) 
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Transaction 

cycle Description of risk Work completed Assurance gained & issues arising 

Property, plant & 

equipment 

PPE activity not valid We have undertaken the following work in relation to this risk: 

 We have documented our understanding of processes and controls 

over the transaction cycle 

 We have performed walkthrough testing to gain assurance that in-year 

controls were operating in accordance with our documented 

understanding 

 We have reviewed and tested a sample of additions and disposals 

 We have reviewed the work completed by the Valuations Team, 

including ensuring that any valuations have been undertaken in 

accordance with the requirements of the appropriate accounting and 

professional standards 

Our audit work has not identified any significant issues 

in relation to the risk identified 

Audit findings 

Significant findings 

(continued) 
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Other accounting statements 

Pension fund accounting statements  

The Council's financial statements include the accounting statements for the 

London Borough of Barnet Pension Fund, for which the Council is responsible 

for administering on behalf of its own staff and of the Fund's admitted and 

scheduled bodies. The pension fund accounting statements are included on pages 

85 – 99 of the Council's main financial statements. 

We reported our Audit Plan for the audit of the pension fund to the Council's 

Pension Fund Committee on 6 June 2013 and our Audit Findings Report on 11 

July 2013. At this stage there were two areas of audit testing outstanding which we 

have since concluded  with no further issues arising. 

The key issues arising from the Pension Fund audit were: 

 

• We expect to give an unqualified opinion on the pension fund accounting 

statements at the same time as our opinion on the Council's main financial 

statements 

• The quality of the accounts presented for audit has however been poor, as 

evidenced by the changes required to the key sections of the accounts following 

their submission for audit 

• Working papers supporting the accounts were provided later than planned and, 

on production, often identified further issues requiring follow up. We identified 

errors and gaps in working papers which has resulted in significant delays to the 

audit and increased the cost of auditing the fund statements 

 

• The net impact of all adjustments made to the pension fund accounts is a 

reduction of £727k to net Pension Fund assets. More details of the individual 

amendments are in our Pension Fund Audit Findings Report. 

• Our audit report made seven recommendations for improvement based on the 

issues identified above, which management has agreed.  

• We agreed an additional fee for the Pension Fund audit with management of 

£9,500 for the additional audit time and testing that arose as a result of the 

issues identified by the audit. Section 4 of this report contains more details of 

our audit fees. 
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Accounting area Summary of policy Comments Assessment 

Revenue recognition  We have reviewed the accounting policies 

in place with regard to revenue 

recognition 

 The accounting policy ensures that 

income for services provided is 

recognised when, and to the extent that, 

performance occurs. grant income is 

recognised when there is assurance that 

the Council will comply with any 

conditions attached to the payments  

 The revenue recognition policy is in line with the requirements of 

the CIPFA Code and accounting standards.  

 For revenue balances, the attribute testing performed has 

confirmed that, for the sample selected, the Trust has accounted 

for income in line with the policy.  

 

Judgements and estimates  Judgements and estimates have been 

considered in the following areas:  

 Asset valuations 

 Provisions 

 We have reviewed the work completed by the Valuations Team, 

including ensuring that any valuations have been undertaken in 

accordance with the requirements of the appropriate accounting 

and professional standards. No issues were noted from the 

testing performed.  

 When considering individual provisions we reviewed judgements 

and estimates made by the Council in reaching a value for the 

provision. We were able to gain assurance that all provisions had 

appropriate supporting evidence and were in accordance with the 

requirements of the Code. No issues were noted from the testing 

performed.  

 

Other accounting policies  We have reviewed the Council's policies 

against the requirements of the CIPFA 

Code and accounting standards. 

 Our review of accounting policies has not highlighted any issues 

which we wish to bring to your attention.  

 

Assessment 

  Inappropriate accounting policy   Accounting policy appropriate but scope for improved disclosure   Accounting policy appropriate and disclosures sufficient 

Audit findings 

Significant findings 

– accounting 

policies# 

In this section we report on our consideration of accounting policies, in particular revenue recognition policies,  and key estimates and judgements made and included with the Council's 

financial statements.   
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Audit findings 

Adjusted 

misstatements 

Detail Comprehensive Income and 

Expenditure Account 

£'000 

Balance Sheet 

£'000 

1 We identified one non trivial adjustment to the financial statements in respect of the bad debt provision for council tax. This relates to additional fees and 

charges added to outstanding council tax balances to reflect the cost of processes to recover the balance. Whilst the associated council tax debt had been 

provided for, there was no provision made against these charges, despite the likelihood of recovery being similar. The impact of this adjustment is shown 

below and does not impact on the General Fund balance: 

On the Comprehensive Income statement the 'Taxation and non specific income balance is 

reduced by £1,712k to £320,994k 

£1,712 

On the Balance Sheet, short term debtors are reduced by £2,184k and short term creditors 

reduced by £472k, a net impact of £1,712k on the balance sheet 

£1,712  

On the Collection Fund, the fund is reduced by £2,184k, moving from a surplus of £1,477k to a 

deficit of £707k. The London Borough of Barnet element of this balance is the £1,712k (as seen 

going through the CIES and the Balance Sheet above), with the £472k being the Greater London 

Authority share.   

The adjustment has also resulted in amendments to: 

• Movement in Reserves Statement 

• Note 7 – Adjustments between Accounting Basis and Funding Basis under Regulations 

• Note 11 – Taxation and Non-Specific Grant Income 

• Note 19 – Debtors 

• Note 22 – Creditors 

• Note 25 – Unusable Reserves 

• Note 29 – Amounts Reported for Resource Allocation Decisions 

• Collection Fund Note 5 – Collection Find Balances 

Overall impact £1,712 £1,712 

One non trivial adjustment to the draft financial statements has been identified during the audit process. We are required to report all misstatements to those charged with governance, 

whether or not the financial statements have been adjusted by management. The table below summarises the adjustments arising from the audit which have been processed by 

management. No unadjusted misstatements have been identified. All adjustments recorded within the following pages have been made by the Council.  
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Audit findings 

Adjusted 

misstatements 

Adjustment 

type 

Value 

£'000 

Account balance Impact on the financial statements 

1 Reclassification 26,695 Note 10 – Financing and 

Investment Income and 

Expenditure 

• Per the draft financial statements, Note 10 included £26,695k relating to 'previous impairment 

reversed by an upward revaluation'. Our technical review identified that this balance should be 

allocated against the individual service lines on the face of the I&E rather than shown 

separately. This has subsequently been amended.  

2 Reclassification 2,511 Note 10 – Financing and 

Investment Income and 

Expenditure 

• Per the draft financial statements, investment property income has been included against 

individual service lines whereas it should be disclosed below the line as investment income. This 

has subsequently been amended.  

3 Disclosure - Movement in Reserves 

Statement / Note 7 – 

Adjustments between 

accounting basis and 

funding basis 

• Per the draft financial statements, the 'Surplus on provision of services' balance has all been 

shown under the General Fund column, whereas the HRA element should have been separately 

presented. This has subsequently been amended.    

4 Disclosure - Note 16 – Financial 

Instruments 

• The fair value of the borrowings balance was overstated by £1,222k due to the double counting 

of accrued interest. This has subsequently been amended.  

5 Disclosure - Note 34 – Officers' 

Remuneration 

• A number of small disclosure issues were identified within the note, all of which have 

subsequently been amended.  

6 Disclosure - Note 35 – Audit Costs • The audit fee for 2012/13 was incorrectly disclosed. This has subsequently been amended.  

7 Disclosure - Note 48 – Financial 

Instruments 

• The maturity analysis for the short and long term borrowing included a number of disclosure 

errors which have subsequently been amended.  

8 Disclosure - Financial Statements • There were a number of minor presentational changes that arose during the course of our audit 

that have been amended in the financial statements 

The table below provides details of misclassification and disclosure changes identified during the audit which have been made in the final set of financial statements.  
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Internal controls 
The purpose of an audit is to express an opinion on the financial statements. 

Our audit included consideration of internal controls relevant to the preparation of the financial statements in order to design audit procedures that are appropriate in 

the circumstances, but not for the purpose of expressing an opinion on the effectiveness of internal control. The matters reported here are limited to those 

deficiencies that we have identified during the course of our audit and that we have concluded are of sufficient importance to merit being reported to you in 

accordance with auditing standards. These and other recommendations, together with management responses, are included in the action plan attached at Appendix A. 

 

  Assessment Issue and risk Recommendations 

Audit findings: 

1. 
 

Journals authorisation 

Our work on journals has identified that the Council does not have a formal journals 

policy in place setting out the requirements Finance officers should adhere to when 

preparing journals. This would include authorisation requirements for different types 

and values of journal and the level of evidence that should be available to support 

journal postings. The absence of a formal policy increases the risk of fraudulent or 

erroneous journals being raised where there are no clearly established guidelines, 

although we note from our testing of journals this year that no such errors were 

identified.  

• Recommendation R2: The Council should consider 

implementing a formal journals policy setting out the 

requirements finance officers should adhere to when preparing 

journals. This would include authorisation requirements for 

different types and values of journal and the level of evidence 

that should be available to support journal postings. 

IT findings: 

2. 
 

Disaster Recovery and Business Continuity Plan 

Although the London Borough of Barnet's SAP systems are covered by disaster 

recovery (DR) and business continuity plans (BCP), existing DR and BCP plans do 

not cover the loss of the Borough's primary location. DR and BCP with secondary 

location arrangements can be necessary to ensure the restoration of critical 

information processing and business activities within a pre-defined period of time 

following an unplanned interruption. 

The lack of comprehensive, documented and tested plans for critical business 

systems and processes can severely inhibit the ability to recover such systems or 

processes in the event of an interruption.  The non-availability of these systems and 

processes may significantly impact operations and limit the Borough's ability to carry 

out its activities. 

• Recommendation R3: Disaster recovery and business 

continuity plans should be developed together with service 

providers, validated by key business departments and formally 

approved for all key systems. 

• These documents should include action plans and checklists to 

be used in the event of an interruption. Furthermore, business 

impact analysis that assesses key aspects of the business 

should be carried out in order to determine the risk and 

significance of events impacting upon individual departments of 

the Borough. 

 

Audit findings 

Assessment  

 Significant deficiency – risk of significant misstatement 

 Deficiency – risk of inconsequential misstatement 

Internal controls 
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  Assessment Issue and risk Recommendations 

3. 
 

Network intrusion prevention and detection systems 

The Council undertakes periodic network penetration testing using third party 

suppliers.  However, the council does not have a dedicated intrusion detection 

system or intrusion prevention system (IDS/IPS). 

IDS/IPS systems allow for an additional layer of security associated to a network 

environment allowing for an automatic proactive monitoring of activities. 

The lack of IDS/IPS appliances may result in network attacks not being identified or 

only being identified after they have occurred (reactive monitoring). 

• Recommendation R4: Given the criticality and sensitivity of 

the systems and data utilised by the council, management 

should consider the benefits of implementing an intrusion 

detection system to further enhance the existing security 

controls for their computer network. 

4. 
 

Unauthorised entry attempts reports 

There is no documented process to review unauthorised entry attempts to the 

financial system and network on a periodic basis. 

There is a risk that unusual activity or security events taking place within the network 

and the London Borough of Barnet's financial system might not be detected in a 

timely manner in the absence of such a control.  Given the criticality of the data in 

these systems, it is advisable that there are processes to identify any unauthorised 

access, thereby reducing the risk of fraud, manipulation or error. 

• Recommendation R5: A policy associated to unauthorised 

login attempts to the network and financial system should be 

created. This policy should consider a review of unauthorised 

login attempts, as well as set out follow-up actions to be 

adopted in case a security risk is identified.  

5. 
 

SAP password configuration 

The council’s SAP application does not require users to utilise complex passwords. 

The only complexity parameter enabled within SAP states user's passwords must 

have at least 2 numbers. As such, due to the lack of additional complexity factors, 

users passwords can be made up entirely of numbers. Further to this, dictionaries 

are not in place to restrict users from choosing common words as their network 

password. 

As such, users may choose simple passwords that can easily be guessed or hacked.  

This increases the risk of inappropriate or unauthorised system activities. 

• Recommendation R6: The Council should further enhance 

complexity factors for SAP passwords, requiring passwords to 

have letters, lower and upper-case characters and special 

characters, as well as restricting the use of common passwords 

through common passwords dictionaries. 

Audit findings 

Assessment  

 Significant deficiency – risk of significant misstatement 

 Deficiency – risk of inconsequential misstatement 

Internal controls 
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Other communication requirements 

  Issue Commentary 

1. Matters in relation to fraud We have discussed the risk of fraud with the Council's management including the Chief Operating Officer and the Operational Assurance 

Assistant Director who oversees the delivery of the Council's counter-fraud work programme. We note the fraud investigations the 

Council has undertaken during the year, details of which it has reported to the Audit Committee and to the Audit Commission as part of 

its annual fraud and corruption survey of local councils. We do not consider that the frauds identified in 2012/13 or currently under 

investigation have a material impact on the Council's accounts. We have not been made aware of any other incidents in the period and 

no other issues have been identified during the course of our audit procedures. 

2. Matters in relation to laws and 

regulations 

We are not aware of any significant incidences of non-compliance with relevant laws and regulations. 

Annual Governance Statement We have reviewed the Council's Annual Governance Statement to confirm is complies with the requirements of 'Delivering Good 

Governance in Local Government: a Framework’ published by CIPFA/SOLACE in June 2007 and the disclosures made are consistent 

with our knowledge of the Council and its key strategic risks. We have no matters to report in this respect. 

3. Written representations We have requested a standard letter of representation from management, a draft of which is included at Appendix C to this report for 

information. We have requested, representations from management in respect of the adequacy of the judgments and significant 

estimated made by management in preparing the financial statements, the completeness of information provided to audit by 

management, and the completeness of the financial statements themselves and management's awareness of fraud, control weaknesses 

or other irregularities that could materially affect the position reported in the Council's financial statements.  

We request these representations for all our local government audits and have not identified any specific risks from our audit testing 

requiring additional representations specific to this Council. 

4. Disclosures We have reviewed all narrative disclosures included in the financial statements and have agreed improvements to these disclosures with 

Finance officers where we identified these. We have summarised eight narrative and disclosure amendments identified during the audit 

in the table  of disclosure changes on page 20 of this report. 

5. Matters in relation to related 

parties 

We are not aware of any related party transactions which have not been disclosed in the financial statements. 

6. Going concern Our work has not identified any reason to challenge the Council's decision to prepare the financial statements on a going concern basis. 

The Council has set a balanced budget for 2013/14 and has detailed plans in place to achieve savings targets. At the end of Month 2  

(the most recent for which financial information was available at the date of this report) the Council forecast it was materially on track to 

deliver the 2013/14 budget. We are satisfied it is appropriate to prepare the 2012/13 financial statements on a going concern basis.  

Audit findings 

Other 

communication 

requirements# 

We set out below details of other matters which we are required by auditing standards to communicate to those charged with governance. 
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Section 3: Value for Money 

01. Executive summary 

02. Audit findings 

03. Value for Money 

04. Fees, non audit services and independence 

05. Communication of audit matters 
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Value for Money 

Overall review of 

financial 

statements 

Value for Money conclusion 

The Audit Commission's Code of Audit Practice 2010 (the Code) describes the 

Council's responsibilities to put in place proper arrangements to: 

• secure economy, efficiency and effectiveness in its use of resources 

• ensure proper stewardship and governance 

• review regularly the adequacy and effectiveness of these arrangements. 

  

We are required to give our VFM conclusion based on the following two criteria 

specified by the Audit Commission which support our reporting responsibilities 

under the Code.  

• The Council has proper arrangements in place for securing financial 

resilience. The Council has robust systems and processes to manage effectively 

financial risks and opportunities, and to secure a stable financial position that 

enables it to continue to operate for the foreseeable future. 

• The Council has proper arrangements for challenging how it secures 

economy, efficiency and effectiveness. The Council is prioritising its 

resources within tighter budgets, for example by achieving cost reductions and 

by improving efficiency and productivity. 

 

Overall VFM conclusion 

On the basis of our work, and having regard to the guidance on the specified 

criteria published by the Audit Commission, we are satisfied that in all significant 

respects the Council put in place proper arrangements to secure economy, 

efficiency and effectiveness in its use of resources for the year ending 31 March 

2013. We therefore propose to give an unqualified value for money conclusion at 

the same time as our opinion on the financial statements.  

 

We have set out our findings below and have included one recommendation 

agreed with management (Recommendations R7) in the action plan at Appendix 

A. 

 

 

Key findings – financial resilience 

In common with local authorities nationally the financial challenges facing the 

Council as it continues to deliver the spending reductions set out in the 

Government's 2010 Spending Review are significant. The Council is however 

meeting these challenges well and has good arrangements in place to ensure it 

remains resilient to deal with new financial risks as they emerge.  

 

We reviewed the Council's arrangements against the characteristics of proper 

arrangements defined by the Audit Commission and have summarised our 

overall assessment of each area in the table below. We have set out our financial 

resilience findings for each area on pages 26– 30. Our remaining VFM findings 

follow on pages 31 – 33.  

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Characteristic 2011/12 Assessment 2012/13 Assessment 

Key indicators of 

financial performance  
Green 

 
Green 

Financial planning 
 

Green 

 
Green 

Financial governance 
 

Green 

 
Green 

Financial control 
 

Amber 

 
Green 
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Key findings – financial resilience (continued) 

 

Key indicators of financial performance (assessed as 'Green') 

The Council continues to perform well in this area and has managed its financial 

position effectively this year. The 2012/13 budget included a freeze on the 

Council's element of the council tax for the fourth year in succession and was 

predicated on the delivery of new financial savings totalling £13.3 million, of which 

the Council reports it has delivered the majority at £12.7 million.  

 

The Council achieved a service underspend for the year of £50k and a slight 

decrease in the General Fund balance of £0.3 million after £10.5 million net 

transfers to earmarked reserves. The Council has set a £15 million target for 

maintaining its General Fund balance, equivalent to 5.4% of net revenue 

expenditure. The Council has maintained its General Fund balance above this 

target level throughout 2012/13, with the closing General Fund balance at 31 

March 2013 at £15.8 million. 

 

The Council has managed emerging cost pressures during the year to improve the 

forecast outturn against budget for the year from a projected overspend of £2.7 

million at the end of Quarter 1, primarily driven by cost pressures in the Council's 

Environment, Planning and Commercial Services, to the £50k underspend 

delivered by year end. 

 

The Council will continue to monitor financial performance closely in 2013/14 to 

deal with new cost pressures as they emerge. The Council will also need to keep 

the impact of the Court of Appeal's decision on the Council's proposed New 

Support and Customer Services Organisation (NSCSO) contract under close 

scrutiny as the outcome and timing of this could impact on the £2.2 million 

savings planned from the contract in 2013/14  and of the £1.5 million savings 

planned from the Development and Regulatory Services contract. The Council will 

 

need to look for alternative options to balance the 2013/14 budget if not all 

planned NSCSO and DRS savings can be delivered this year.  

 

Financial planning (assessed as 'Green') 

The Council continues to perform well in this area. It has developed a detailed 

medium-term financial strategy (MTFS) showing how it expects to use its 

financial resources, invest in priorities and deliver efficiency savings over the 

three-year period 2013 – 16.  In developing the MTFS the Council has planned 

appropriately for key priorities, service developments and Government policy 

changes including:  

• maintaining the freeze in council tax up to 2014/15 and maintaining the 

General Fund reserve at £15 million or above over the medium-term 

• the transfer of public health powers from primary care trusts to local 

authorities from April 2013 

• the replacement of the national council tax benefit with local council tax 

support schemes and a reduction in government subsidy of 10% for 2013/14 

• reform to the welfare system including the implementation of the universal 

credit, including housing benefit is paid direct to tenants, with councils 

expected to implement the new system by September 2013. 

 

Internal Audit reviewed the planning arrangements for the new Public Health 

service and reported its findings in March 2013, giving 'satisfactory' assurance 

and highlighting no major areas of concern. At the date of our Audit Findings 

Report the Council had just reported financial and performance information  

for the new joint public health service with Harrow Council confirming the 

service is no track to deliver its budget after the first three months of 2013/14. 

 

The Council's 2013/14 budget includes specific contingencies for new cost 

pressures arising from the change in the council tax support system (£2.0 

million) and £1.5 million for welfare reform to mitigate the financial impact of 
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Overall review of 
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Key findings – financial resilience (continued) 

 

increases in housing rent and council tax arrears that may arise as a result of the 

changes. At the date of this report it was too early to assess what impact on arrears 

these changes could have but based on the experience of pilot local authority 

areas, the level of provision made in the Council's budget appears prudent. The 

Council will need to monitor the financial impact of these changes carefully during 

2013/14 to ensure any contingency held in the budget in future years is sufficient.  

 

The Council has carried out long-term scenario planning to model the financial 

impact of changes in demand for its services, changes in population, inflation and 

the impact of legislative changes.  

 

Using this the Council anticipates that, without  further action, spending on 

education and social care could absorb the entire budget within the next 17 years. 

The Council is using this to help focus managers and Members on the challenge 

ahead and the need to innovate to identify new ways to improve efficiency while 

still investing in growth. The One Barnet transformation programme is the key 

means by which the Council aims to achieve this currently, forecasting savings of 

£200 million linked to the programme over the next 10 years.  

 

Management has started to developing options for consideration by Members to 

support the next phase of transformational change, aimed at delivering further 

significant efficiency savings from 2015/16 onwards. While this work is currently 

at an early stage this is helping the Council to respond to the June 2013 

announcement by HM Treasury that grant councils nationally will be reduced by 

on average a further 10% in 2015/16. 

 

 

Financial governance (assessed as 'Green') 

The Council continues to perform well in this area. It has a track record of 

delivering its financial plan and maintaining reserves at target levels. It consulted 

extensively on its MTFS 2013 – 16 and provided briefings to Members on key 

issues to facilitate effective scrutiny of the plan before its approval.  

 

Management has scrutinised the Council's financial and operational 

performance effectively during the year, including through quarterly Assistant 

Director Challenge and Directors' Group meetings and their replacement in the 

final quarter by the new Delivery and Strategic Commissioning Boards. These 

meetings have helped managers from across the Council's services focus on the 

key issues impacting on performance and cost pressures and agree mitigating 

actions to address them, helping to reduce the forecast budget overspend for 

2012/13 from £2.7 million at the end of Quarter 1 to a small underspend by the 

end of Quarter 4.  
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Key findings – financial resilience (continued) 

 

The Council has a track record of delivering its efficiency targets. Figure  1 

highlights the actual savings the Council reports it achieved in the last two years 

and plots planned savings in the Council's MTFS up to 2015/16. 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Management report detailed financial and operational performance information to 

the Budget and Performance Overview and Scrutiny Committee each quarter, 

including the value of savings at high risk of non-delivery in 2012/13. As 

highlighted in Figure 2, the Council has managed down at risk savings as the year 

has progressed.  

 

. 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

The Council reported delivery of £12.7 million of planned savings for the full 

year, with details of the schemes totalling £0.6 million not delivered and the 

reasons why tracked and reported internally during the year to the Council 

Directors Group which is good practice. 

 

Financial control (assessed as 'Green') 

We have assessed the Council's overall financial control arrangements as 'Green' 

this year, improved from 'Amber' in 2011/12.  The Council has strengthened its 

system of internal financial control this year, as reflected in the improved 

'satisfactory' level of assurance given by the Head of Internal Audit and Anti-

Fraud on the adequacy of the system of internal control for 2012/13. Internal 

Audit provided 'satisfactory' assurance on all material financial systems it 

reviewed in the year  with the exception of housing benefits which indicates the 

controls operated by the Council over the majority of its financial activities 

operated effectively during the year.  
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Key findings – financial resilience (continued) 

 

Strengthening capital programme management and embedding contract 

compliance controls across all delivery units remain the key areas for improvement 

highlighted by our review. The Council is taking action to strengthen controls in 

these areas and we are satisfied these issues, while important, have not had a 

significant impact on the Council's overall financial control environment for the 

year which has otherwise operated well, and therefore supports an overall 

assessment of 'Green' for this area. We have discussed both issues in more detail 

below. 

 

Contract compliance 

The Council has made progress in  strengthening contract compliance controls this 

year, although at the end of 2012/13 there was still work to do to embed these 

fully across all delivery units. Internal Audit's Procurement Controls and 

Monitoring Action Plan  review, conducted in Quarter 4 of  2012/13,  gave 

'satisfactory' assurance over the Council's contract monitoring arrangements, 

improved from 'limited' assurance at Quarter 1. Internal Audit's sample testing of 

new contracts let in the year found all were compliant with the Council's contract 

procedure rules.  Internal audit agreed with management the further action needed 

to embed improved arrangements across all areas of the Council, including 

ensuring all contracts are on the corporate register, bringing remaining existing 

contracts onto a compliant basis and systematically capturing all spend incurred 

against contracts for monitoring purposes. 

 

Capital programme management  

The delivery of the capital programme remains a key area for improvement. In 

2012/13 the Council reported a total underspend of £89 million on its £126 

million capital programme. Figure 3 shows how  capital expenditure against plan in 

2012/13 compares with the previous two years. The percentage of the original, 

agreed capital programme delivered for each year is shown above each bar.  

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Of the slippage reported for 2012/13, £5.7 million related to schools expansion 

investment, a key priority for the Council as it invests to meet the demands of  a 

growing local population. The Council was however able to progress sufficient 

investment to  deliver the schools places required  for 2013/14 and has 

demonstrated that no other key capital schemes including the planned Mill Hill 

Depot relocation have been adversely delayed. 

 

Management recognises the delivery of the capital programme requires 

improvement and has highlighted the following  key areas that need to be 

addressed to achieve this: 

• Capital resources have sometimes been allocated to schemes without 

sufficiently detailed business cases and timelines in place to demonstrate that 

key tasks (for example, obtaining planning permission) have been built into 

the plan to mitigate the risk of delays  

• Expenditure has not been correctly profiled with some schemes allocated in 

full to the first year of the capital programme despite expenditure spanning 

more than one year. 

.  
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Key findings – financial resilience (continued) 

 

The Council established an Assets and Capital Board in early 2013 aimed at 

addressing these issues. All capital projects must now have a detailed business case 

and timeline agreed by the Board before capital resources are allocated. It is 

important these new arrangements are now embedded to improve the delivery of 

the capital programme and ensure that capital investment is targeted to the areas 

of greatest need and to facilitate clearer management reporting so is clearer where 

slippage has occurred because of genuine delays to projects and not simply 

because project expenditure has not been correctly profiled. 

 

While we note these were not issues for the Council this year, there is also a risk 

that where planned capital expenditure  is not incurred, new borrowing could be 

taken out to finance projects that are then delayed, and time-limited capital grant 

could be put at risk.  We have therefore brought forward our recommendation on 

capital programme management from last year.  

 

Recommendation R7 (brought forward from 2011/12): The Council should 

take action to understand why the capital budget continues to underspend and 

take action to improve performance in this area. 
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Key findings - challenging economy, efficiency and 

effectiveness 

We have reviewed whether the Council has prioritised its resources to take account 

of the tighter constraints it is required to operate within. We have summarised our 

key findings below.  

 

Conflict of interest review – New Support and Customer Services 

Organisation 

In February 2013 we reviewed the Council's Code of Conduct and arrangements 

for identifying and responding to potential conflicts of interest during major 

procurement exercises, focusing on the Council's arrangements in relation to the 

New Support and Customer Services Organisation (NSCSO) contract which, 

subject to the judicial review appeal currently at the High Court, the Council was 

preparing to let at the date of this report.  We carried out this review to assess how 

effectively the Council is managing risks to procurement decisions arising from 

employees' potential, actual or perceived conflicts of interest and reported the 

findings to the Audit Committee on 8 April 2013.  

 

We reported our findings to the Audit Committee on 8 April 2013. We found the 

Council had appropriate controls in place to mitigate the risk of any one individual 

unduly influencing the outcome of the NSCSO procurement exercise including: 

• a requirement that all employees complete a declaration of interest form on 

joining the Council's employment and formally acknowledge their responsibility 

to update it for any subsequent changes 

• a further declarations of interest exercise for  Council officers and contractors 

involved in the NSCSO procurement exercise  

• segregation of duties at key stages in the procurement process 

• the establishment of an officer panel responsible for the final contract award 

decision and final approval of the contract decision by Members. 

 

We made one recommendation to strengthen arrangements for obtaining and 

following up outstanding declarations of interests forms from those involved in 

procurement exercises to ensure all declarations are collected and reviewed 

promptly, which management agreed. 

 

Review of Regeneration Service 

The Regeneration service is one of the 11 services included within the Council's 

planned Development and Regulatory Services contract, the award of which is 

pending the outcome of an appeal of the refusal for judicial review.  Under the 

proposed contract the Council would direct and monitor delivery of the services 

through its new commissioning structure in place since April 2013.  

 

We selected Regeneration for review as a multi-disciplinary service with a wide-

ranging impact within the borough. Our work focused on how, pending judicial 

review outcomes, the Council is developing the Regeneration element of the 

DRS contract to establish effective governance arrangements  and processes 

with the new provider. We focused particularly on how the Council plans to 

maintain strategic direction and control while realising the benefits of 

transferring the service to a new 

provider. We shared our detailed findings with officers in July 2013 and set out 

the key messages below. 

 

We found the Council had maintained good  service performance during 

2012/13, and exceeded the two Corporate Plan targets it had set for 

Regeneration for 2012/13: 

• It completed 298 new affordable homes in the year against a target of 264 

• It completed 469 new dwellings on regeneration estates in the year against a 

target of 402. 
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Key findings - challenging economy, efficiency and 

effectiveness (continued) 

 

The Council has developed the contract with the proposed new supplier so, 

subject to the Court of Appeal's decision, the Council would be in a position to 

continue the planned outsourcing. Were the service outsourced the new provider 

will take operational responsibility for delivering the Council's existing regeneration 

schemes. Over the ten-year life of the contract the provider will also be 

responsible for identifying and developing business cases for new schemes and 

presenting these for appraisal by the Council.   

 

Our review of the Regeneration element of the contract found this set out high-

level principles for how the new service will operate, but that detailed management 

arrangements in many areas are still under development.  The Council and the new 

provider acknowledge further work is required during the mobilisation period to 

determine how these arrangements will operate in detail including: 

• The detailed working arrangements, roles and responsibilities of the tiers in the 

new Regeneration management structure set out in the contract including a 

Strategic Partnership Board, a Partnership Operations Board and Service 

Delivery Teams 

• The development of an annual delivery plan and a detailed framework setting 

out how the Council and the provider will work together to identify, appraise 

and progress new regeneration schemes. 

 

We recognise the Council is treating the development and finalisation of these 

detailed governance and procedural arrangements for Regeneration as a high 

priority. 

 

 

 

 

In the longer-term, the contract stipulates that Regeneration-specific KPIs will 

be developed and agreed by both parties at the start of each year based on the 

schemes underway and service priorities for that year. We recognise this 

approach is reasonable for a complex service like Regeneration where the 

Council as 'client' must retain flexibility to direct and develop the service to add 

most value to the borough at that point in time.  

 

To do so effectively it is vital the Council maintains the commercial and service-

specific expertise needed to negotiate best value for money from the provider 

over the life of the contract.  

 

Cost and performance benchmarking 

The Council can demonstrate it costs are relatively low in many service areas 

compared with other councils. It uses the  Capital Ambition benchmarking tool 

to compare the cost and performance of its services with other London 

Councils and to inform the scrutiny of service cost and performance at quarterly 

Assistant Directors Challenge meetings and since April 2013 at the new 

Strategic Commissioning Board and Delivery Board meetings.  

 

At Quarter 3 2012/13 (the most recent data available at the date of this report), 

50% of the Council's services were in the 'high performance, lower cost' 

quadrant, which ranked the Council fourth out of 32 participating boroughs in 

terms of overall cost and performance. 

 

The latest Audit Commission VFM profile tool, based on 2011/12 actual and 

2012/13 planned financial data, shows the Council's costs and performance is 

the same or better than other councils in most areas. 
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The Council's strongest performing areas relative to other councils as measured by 

the VFM profile were: 

• The net number of additional homes provided, which based on 2011/12 data 

puts the Council in the top 5% of councils nationally. The Council has 

continued to meet its own internal new homes targets in 2012/13 as 

summarised on page 30 of this report. 

• The level of primary and secondary school provision, which links to the 

Council's assessment of increasing demographic demand for school places 

which it is responding to through capital investment in school expansion. 

 

The Council's worst performing areas relative to other councils as measured by the 

VFM profile were: 

• The number of planning applications assessed within 8 weeks, which the 

Council recognises as an area requiring improvement which it is responding to 

through work to better recruit and retain planning officers. The Council 

reported improving performance in this area in the final two quarters of 

2012/13. As the Council prepares to outsources its Planning service as part of 

the Development and Regulatory Services contract in late 2013 it is important 

this performance improvement is sustained and contractor performance in this 

area monitored closely once the new contract has gone live. 

• The number of households in temporary accommodation. The Council reports 

that demand for temporary accommodation has continued to increase 

throughout 2012/13. The Council is working to address this through various 

measures including actions to reduce homelessness, to increase shared 

accommodation available for young people, and to secure additional 

accommodation in cheaper areas outside the borough.  

 

 

 

Looking ahead to 2013/14 – new 'Commissioning Council' arrangements 

From April 2013 the Council moved to its new 'commissioning council' 

structure comprising: 

• a Strategic Commissioning Board comprising the Chief Executive, Chief 

Operating Officer and two other senior directors responsible for setting the 

strategic and policy framework for the Council  

• a Delivery Board responsible for overseeing the performance of the 

Council's Delivery Units, for identifying emerging risks and issues that cut 

across delivery areas and ensure the Delivery Units take a joined-up 

approach to responding to these issues 

• six Lead Commissioners collectively covering all the Council's policy areas 

responsible for overseeing and directing the work of internal and external 

Delivery Units responsible for delivering services to the public 

• an Assurance Group responsible for providing independent oversight to the 

Strategic Commissioning Board and to Members aimed at ensuring the 

Council’s decision making, and appropriate risk management arrangements 

in place and are being used effectively by the Council's Lead Commissioners 

and its Delivery Units.  

 

The new arrangements represent an innovative but significant shift in the way 

the Council operates and careful monitoring of the new arrangements will be 

important to ensuring they are effective at holding the internal and external 

delivery units to account in their use of the Council's resources. 
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Fees 

Per Audit plan 

£ 

Actual fees  

£ 

Accounts and VFM audit 224,100 224,100 

Pension Fund accounts audit (i)  20,226 29,726 

Grant certification (ii) 40,800 40,800 

Total audit fees 285,126 294,626 

Fees, non audit services and independence 

We confirm below our final fees charged for the audit. We have not carried out any advisory or other work on request by the Council during 2012/13.  

Independence and ethics 

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 Auditing Practices 

Board's Ethical Standards and therefore we 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 

Auditing Practices Board's Ethical Standards. 

 

 

Fees for other services 

Service Fees £ 

None Nil 

(i) We agreed an additional fee of £9,500 for the 

Pension Fund audit for the additional audit time 

and testing that arose. 

(ii) Certification of some grant claims and returns is 

not due until later in the year so this remains a 

work in progress at the date of this report. Based 

on the work completed to date we expect our 

actual fees for grants to be in line with plan.   

 

Fees, non audit services and independence 
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Communication of  audit matters to those charged with governance 

Our communication plan 

Audit 

Plan 

Audit 

Findings 

Respective responsibilities of auditor and management/those 

charged with governance 

 

Overview of the planned scope and timing of the audit. Form, timing 

and expected general content of communications 

 

Views about the qualitative aspects  of the entity's accounting and 

financial reporting practices, significant matters and issues arising 

during the audit and written representations that have been sought 

 

Confirmation of independence and objectivity   

A statement that we have complied with relevant ethical 

requirements regarding independence,  relationships and other 

matters which might  be thought to bear on independence.  

Details of non-audit work performed by Grant Thornton UK LLP and 

network firms, together with  fees charged  

Details of safeguards applied to threats to independence 

 

 

 

Material weaknesses in internal control identified during the audit  

Identification or suspicion of fraud involving management and/or 

others which results in material misstatement of the financial 

statements 

 

Compliance with laws and regulations  

Expected auditor's report  

Uncorrected misstatements  

Significant matters arising in connection with related parties  

Significant matters in relation to going concern  

International Standard on Auditing (ISA) 260, as well as other ISAs, prescribe matters 

which we are required to communicate with those charged with governance, and which 

we set out in the table opposite.   

The Audit Plan outlined our audit strategy and plan to deliver the audit, while this Audit 

Findings report presents the key issues and other matters arising from the audit, together 

with an explanation as to how these have been resolved. 

Respective responsibilities 

The Audit Findings Report has been prepared in the context of the Statement of 

Responsibilities of Auditors and Audited Bodies issued by the Audit Commission 

(www.audit-commission.gov.uk).  

We have been appointed as the Council's independent external auditors by the Audit 

Commission, the body responsible for appointing external auditors to local public bodies 

in England. As external auditors, we have a broad remit covering finance and 

governance matters.  

Our annual work programme is set in accordance with the Code of Audit Practice ('the 

Code') issued by the Audit Commission and includes nationally prescribed and locally 

determined work. Our work considers the Council's key risks when reaching our 

conclusions under the Code.  

It is the responsibility of the Council 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 Council is fulfilling these responsibilities. 

Communication of audit matters 

http://www.audit-commission.gov.uk/
http://www.audit-commission.gov.uk/
http://www.audit-commission.gov.uk/
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Appendix A: Action plan 

Priority 
High - Significant effect on control system 
Medium - Effect on control system 
Low - Best practice 

Rec 

No. Recommendation Priority Management response 

Implementation date & 

responsibility 

Financial statements audit 

R1  The Council should ensure it obtains all information 

required to support the audit of the financial statements 

from third-party payroll providers promptly.  

 

Medium A formal review of data entry processes will be 

performed to ensure that information is processed into 

the general ledger only when substantiated to third 
party documentation 

Immediate 

 

AD Financial services 

 

R2 The Council should consider implementing a formal 

journals policy setting out the requirements finance 

officers should adhere to when preparing journals 

including authorisation requirements for different types 

and values of journal and the level of evidence that 

should be available to support journal postings. 

 

Medium The council is aware of the importance required to be 
exercised and will formalise controls over journal 
entry in the context of a policy document 

September 2013 

 

AD Financial Services 

R3 Disaster recovery and business continuity plans should 

be developed together with service providers, validated 

by key business departments and formally approved for 

all key systems. 

These documents should include action plans and 

checklists to be used in the event of an interruption. 

Furthermore, business impact analysis that assesses 

key aspects of the business should be carried out in 

order to determine the risk and significance of events 

impacting upon individual departments of the Borough. 

Medium Barnet are currently reviewing BC plans and 

associated DR plans.  The issues and risks identified 

have been passed to the BC lead for Barnet to 

include in the required outcomes. 

March 2014 

 

Head of Information Management 

Appendices 
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Appendix A: Action plan 

Priority 
High - Significant effect on control system 
Medium - Effect on control system 
Low - Best practice 

Rec 

No. Recommendation Priority Management response 

Implementation date & 

responsibility 

Financial statements audit 

R4 Given the criticality and sensitivity of the systems and 

data utilised by the council, management should 

consider the benefits of implementing an intrusion 

detection system to further enhance the existing security 
controls for their computer network. 

Medium Barnet have an active IDS (IPS) as part of its existing 

firewall.  We are currently assessing the configuration 

and reporting method to ensure that we can 

interrogate the volume of data produced in an 

effective way to enable us to detect intrusion. This will 

require funding to be implemented. 

Estimate of cost by End of June 

2013. 

Presented to approval process in 

July 2013. 

Head of IT 

R5 A policy associated to unauthorised login attempts to the 

network and financial system should be created. This 

policy should consider a review of unauthorised login 

attempts, as well as set out follow-up actions to be 
adopted in case a security risk is identified.  

Medium Systems are in place to collect the core data to 

facilitate the proposal. 

The volume of data requires an automated solution or 

additional resource to interrogate data and identify 

risks.  A solution will be investigated and proposed to 

our IT security governance.  

A policy will be in place by end of 

July 2013. 

Head of IT 

R6 The council should further enhance complexity factors 

for SAP passwords, requiring passwords to have letters, 

lower and upper-case characters and special characters, 

as well as restricting the use of common passwords 

through common passwords dictionaries 

Medium SAP Password will be enhanced in line with our 

policies. Barnet will use the SAP functionality to 

restrict the use of common words as passwords along 

with a process to review this list at 6 monthly 

intervals. Currently in QAS for testing,  

Implement by end of July 2013. 

Head of IT 

Appendices 
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Appendix A: Action plan 

Priority 
High - Significant effect on control system 
Medium - Effect on control system 
Low - Best practice 

Rec 

No. Recommendation Priority Management response 

Implementation date & 

responsibility 

Value for money conclusion 

R7 (Brought forward from 2011/12): The Council should take 

action to understand why the capital budget continues to 

underspend and take action to improve performance in this 

area. 

 

Medium The Council recognises this matter as an area for 

improvement. The assets and capital board has been 

created in 2013/14 to strengthen governance in this 

area, and more robust review and challenge of 

budgets and profiling in the capital programme will be 

undertaken by project managers and project sponsors 

throughout the year.  

 

September 2013 

 

Deputy Chief Operating Officer 

 

Appendices 
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Audit opinion – 

option 1  

Appendices 

• We propose to give an unqualified opinion on the financial statements and an unqualified conclusion on the Council's arrangements for securing 

economy, efficiency and effectiveness in its use of resources.  

• There are no outstanding objections or other matters relevant to our 2012/13 audit so we expect to give the audit certificate formally closing the 

2012/13 audit at the same date as our opinion and value for money conclusion.  

• We include our draft audit report  for your consideration below.  

INDEPENDENT AUDITOR’S REPORT TO THE MEMBERS OF LONDON BOROUGH OF BARNET 

  

Opinion on the Authority financial statements 

  

We have audited the financial statements of London Borough of Barnet for the year ended 31 March 2013 under the Audit Commission Act 1998. The financial 

statements comprise the Movement in Reserves Statement, the Comprehensive Income and Expenditure Statement, the Balance Sheet, the Cash Flow 

Statement, the Housing Revenue Account Income and Expenditure Statement, the Statement of Movement on the Housing Revenue Balance and Collection 

Fund and the related notes. The financial reporting framework that has been applied in their preparation is applicable law and the CIPFA/LASAAC Code of 

Practice on Local Authority Accounting in the United Kingdom 2012/13. 

  

This report is made solely to the members of London Borough of Barnet in accordance with Part II of the Audit Commission Act 1998 and for no other purpose, as 

set out in paragraph 48 of the Statement of Responsibilities of Auditors and Audited Bodies published by the Audit Commission in March 2010. To the fullest 

extent permitted by law, we do not accept or assume responsibility to anyone other than the Authority and the Authority's Members as a body, for our audit work, 

for this report, or for the opinions we have formed. 

  

Respective responsibilities of the Chief Operating Officer and auditor 

  

As explained more fully in the Statement of the Chief Operating Officer’s Responsibilities, the Chief Operating Officer is responsible for the preparation of the 

Statement of Accounts, which includes the financial statements, in accordance with proper practices as set out in the CIPFA/LASAAC Code of Practice on Local 

Authority Accounting in the United Kingdom, and for being satisfied that they give a true and fair view. Our responsibility is to audit and express an opinion on the 

financial statements in accordance with applicable law and International Standards on Auditing (UK and Ireland). Those standards require us to comply with the 

Auditing Practices Board’s Ethical Standards for Auditors. 
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Scope of the audit of the financial statements 

  

An audit involves obtaining evidence about the amounts and disclosures in the financial statements sufficient to give reasonable assurance that the financial 

statements are free from material misstatement, whether caused by fraud or error. This includes an assessment of: whether the accounting policies are 

appropriate to the Authority’s circumstances and have been consistently applied and adequately disclosed; the reasonableness of significant accounting 

estimates made by the Chief Operating Officer; and the overall presentation of the financial statements. In addition, we read all the financial and non-financial 

information in the explanatory foreword to identify material inconsistencies with the audited financial statements. If we become aware of any apparent material 

misstatements or inconsistencies we consider the implications for our report. 

  

 Opinion on financial statements 

  

In our opinion the financial statements: 

 give a true and fair view of the financial position of London Borough of Barnet as at 31 March 2013 and of its expenditure and income for the year then 

ended; and 

 have been prepared properly in accordance with the CIPFA/LASAAC Code of Practice on Local Authority Accounting in the United Kingdom 2012/13. 

  

Opinion on other matters 

  

In our opinion, the information given in the explanatory foreword for the financial year for which the financial statements are prepared is consistent with the 

financial statements. 

  

Matters on which we report by exception 

  

We report to you if: 

 in our opinion the annual governance statement does not reflect compliance with ‘Delivering Good Governance in Local Government: a Framework’ 

published by CIPFA/SOLACE in June 2007; 

 we issue a report in the public interest under section 8 of the Audit Commission Act 1998; 

 we designate under section 11 of the Audit Commission Act 1998 any recommendation as one that requires the Authority to consider it at a public meeting 

and to decide what action to take in response; or 

 we exercise any other special powers of the auditor under the Audit Commission Act 1998. 

  

We have nothing to report in these respects.  
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Conclusion on the Authority’s arrangements for securing economy, efficiency and effectiveness in the use of resources 

Respective responsibilities of the Authority and the auditor 

The Authority is responsible for putting in place proper arrangements to secure economy, efficiency and effectiveness in its use of resources, to ensure proper 

stewardship and governance, and to review regularly the adequacy and effectiveness of these arrangements. 

We are required under Section 5 of the Audit Commission Act 1998 to satisfy ourselves that the Authority has made proper arrangements for securing economy, 

efficiency and effectiveness in its use of resources. The Code of Audit Practice issued by the Audit Commission requires us to report to you our conclusion 

relating to proper arrangements, having regard to relevant criteria specified by the Audit Commission. 

We report if significant matters have come to our attention which prevent us from concluding that the Authority has put in place proper arrangements for securing 

economy, efficiency and effectiveness in its use of resources. We are not required to consider, nor have we considered, whether all aspects of the Authority’s 

arrangements for securing economy, efficiency and effectiveness in its use of resources are operating effectively. 

Scope of the review of arrangements for securing economy, efficiency and effectiveness in the use of resources 

 We have undertaken my audit in accordance with the Code of Audit Practice, having regard to the guidance on the specified criteria, published by the Audit 

Commission in November 2012, as to whether the Authority has proper arrangements for: 

 securing financial resilience; and 

 challenging how it secures economy, efficiency and effectiveness. 

 The Audit Commission has determined these two criteria as those necessary for us to consider under the Code of Audit Practice in satisfying myself whether the 

Authority put in place proper arrangements for securing economy, efficiency and effectiveness in its use of resources for the year ended 31 March 2013. 

 We planned our work in accordance with the Code of Audit Practice. Based on our risk assessment, we undertook such work as we considered necessary to 

form a view on whether, in all significant respects, the Authority had put in place proper arrangements to secure economy, efficiency and effectiveness in its use 

of resources. 
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Appendices 

Conclusion 

 On the basis of our work, having regard to the guidance on the specified criteria published by the Audit Commission in November 2012, we are satisfied that, in 

all significant respects, London Borough of Barnet put in place proper arrangements to secure economy, efficiency and effectiveness in its use of resources for 

the year ended 31 March 2013. 

  

 Delay in certification of completion of the audit 

  

We cannot formally conclude the audit and issue an audit certificate until we have completed the work necessary to issue our assurance statement in respect of 

the authority’s Whole of Government Accounts consolidation pack. We are satisfied that this work does not have a material effect on the financial statements or 

on our value for money conclusion. 

  

  

  

  

  

  

Paul Hughes 

Senior Statutory Auditor, for and on behalf of Grant Thornton UK LLP 

  

Grant Thornton House 

Melton Street 

London 

NW1 2EP 

  

[INSERT DATE] 
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London Borough of Barnet 

Financial Statements for the year ended 31 March 2013 

This representation letter is provided in connection with the audit of the financial statements of London Borough of Barnet for the year ended 31 March 2013 for the purpose of 

expressing an opinion as to whether the financial statements give a true and fair view in accordance with International Financial Reporting. 

We confirm that to the best of our knowledge and belief having made such inquiries as we considered necessary for the purpose of appropriately informing ourselves: 

Financial Statements 

i. We have fulfilled our responsibilities for the preparation of the financial statements in accordance with proper practices as set out in the CIPFA/LASAAC Code of Practice on 

Local Authority Accounting in Great Britain ("the Code") as adapted for International Financial Reporting Standards; in particular the financial statements give a true and fair 

view in accordance therewith. 

ii. We have complied with the requirements of all statutory directions and these matters have been appropriately reflected and disclosed in the financial statements. 

iii. We acknowledge our responsibility for the design, implementation and maintenance of internal control to prevent and detect fraud. 

iv. Significant assumptions used by us in making accounting estimates, including those measured at fair value, are reasonable. 

v. We are satisfied that the material judgements used by us in the preparation of the financial statements are soundly based, in accordance with the Code, and adequately disclosed 

in the financial statements. There are no further material judgements that need to be disclosed. 

• We have included a draft of the letter of representation requested from the Council's management below. We request a letter of representation 

containing standard representations from all our local government clients. 

• We have requested, representations from management in respect of the adequacy of the judgments and significant estimated made by management 

in preparing the financial statements, the completeness of information provided to audit by management, and the completeness of the financial 

statements themselves and management's awareness of fraud, control weaknesses or other irregularities that could materially affect the position 

reported in the Council's financial statements.  
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vi We confirm that we are satisfied that the actuarial assumptions underlying the valuation of pension scheme liabilities for IAS19 disclosures are consistent with our knowledge.  

We confirm that all settlements and curtailments have been identified and properly accounted for.  We also confirm that all significant retirement benefits have been identified and 

properly accounted for (including any arrangements that are statutory, contractual or implicit in the employer’s actions, that arise in the UK or overseas, that are funded or unfunded). 

vii Related party relationships and transactions have been appropriately accounted for and disclosed in accordance with the requirements of International Financial Reporting 

Standards and the code. 

viii All events subsequent to the date of the financial statements and for which International Financial Reporting Standards and the code requires adjustment or disclosure have been 

adjusted or disclosed.   

ix The financial statements are free of material misstatements, including omissions. 

x We have no plans or intentions that may materially alter the carrying value or classification of assets and liabilities reflected in the financial statements. 

xi We believe that the Council’s financial statements should be prepared on a going concern basis on the grounds that current and future sources of funding or support will be more 

than adequate for the Council’s needs. We believe that no further disclosures relating to the Council's ability to continue as a going concern need to be made in the financial statements. 

Information Provided 

xii We have provided you with: 

a. access to all information of which we are aware that is relevant to the preparation of the financial statements such as records, documentation and other matters; 

b. additional information that you have requested from us for the purpose of your audit; and 

c. unrestricted access to persons within the Council from whom you determined it necessary to obtain audit evidence. 

xiii We have communicated to you all deficiencies in internal control of which management is aware. 

xiv All transactions have been recorded in the accounting records and are reflected in the financial statements. 
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xv We have disclosed to you the results of our assessment of the risk that the financial statements may be materially misstated as a result of fraud. 

xvi We have disclosed to you all information in relation to fraud or suspected fraud that we are aware of and that affects the Council and involves: 

a. management; 

b. employees who have significant roles in internal control; or 

c. others where the fraud could have a material effect on the financial statements. 

xvii We have disclosed to you all information in relation to allegations of fraud, or suspected fraud, affecting the Council’s financial statements communicated by employees, former 

employees, regulators or others. 

xviii We have disclosed to you all known instances of non-compliance or suspected non-compliance with laws and regulations whose effects should be considered when preparing 

financial statements. 

xix We have disclosed to you the entity of the Council's related parties and all the related party relationships and transactions of which we are aware. 

xx We have provided you with the most recent  agreements between the Council and the Barnet Group, Barnet Homes and Your Choice Barnet setting out indemnities provided by 

the Council, on which the Council has based its accounting treatment for pension costs in the financial statements.  

Annual Governance Statement 

xxi We are satisfied that the Annual Governance Statement (AGS) fairly reflects the Council's risk assurance and governance framework and we confirm that we are not aware of any 

significant risks that are not disclosed within the AGS 

Approval 

The approval of this letter of representation by the management signatories below was minuted at the Council's Audit Committee  meeting on 24 July 2013.  

 

Signed 
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