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The Audit Commission is an independent watchdog, 
driving economy, efficiency and effectiveness in local 
public services to deliver better outcomes for everyone. 
 
Our work across local government, health, housing, 
community safety and fire and rescue services means 
that we have a unique perspective. We promote value for 
money for taxpayers, auditing the £200 billion spent by 
11,000 local public bodies. 
 
As a force for improvement, we work in partnership 
to assess local public services and make practical 
recommendations for promoting a better quality of life 
for local people. 
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Key messages 

This report summarises the findings from my 2009/10 
audit. My audit comprises two elements: 
 
■ the audit of Gloucestershire County Council's ('the 

Council') financial statements (pages 4 to 5); and 
 

■ my assessment of the Council's arrangements to 
achieve value for money in its use of resources  
(pages 6 to 9). 

Audit opinion and financial statements 
1 I issued an unqualified opinion on the 2009/10 financial statements on 
28 September 2010.  

2 My audit identified one material error in the financial statements. The 
Council incorrectly included expenditure on foundation schools within its 
fixed asset figure in the balance sheet. Foundation schools are under the 
control of the governing body and should not form part of the Council's 
balance sheet. This error was corrected in the final financial statements. 

Value for money 
3 I issued an unqualified conclusion on 28 September 2010 on the 
Council's arrangements for 2009/10 to secure economy, efficiency and 
effectiveness in its use of resources (the 'value for money conclusion'). 

4 I undertook two risk-based reviews as part of the 2009/10 audit. My 
main findings are as follows: 
■ Building Our Future: During 2009/10 the Council implemented a major 

transformation programme called Building our Future (BOF). I 
concluded that the strategic aims of the BOF programme were clear 
and had been widely communicated to key stakeholders. The first 
phase of the Organisation and Culture work-stream was well managed, 
with good support for managers delivering the changes in workforce 
arrangements. However at the time of my review detailed plans for the 
next phase were not yet in place. This was creating uncertainty for staff, 
members and the public about the impact on future service delivery and 
outcomes for local people. 
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■ Planning for an ageing population: forecasts for Gloucestershire 
predict an increasing older population, with increasing financial pressure 
on the medium term financial strategies of local public sector bodies. I 
concluded that the Council and its partners understand the challenges 
caused by the predicted rise in the older population. They are clear that 
they need to take action to ensure that services can meet demand, and 
that they cannot continue the current pattern and level of services as 
this will be unaffordable. There is a good local database of provision, 
but the public sector needs to improve its understanding of what older 
people need, want and expect in order to deliver more focused services. 
Consultation with older people is not consistently used to influence and 
help shape services. 

Current and future challenges 
5 The Government announced the result of the Comprehensive Spending 
Review (CSR) in October 2010. This sets out the expected cuts required 
across the public sector to help tackle the government budget deficit. The 
overall decrease in local government budgets has been set at 28.4 per cent 
over the next four years.  

6 The Council's projection is that this equates to a further £108 million of 
savings over the next four years. The major challenge for the Council is to 
identify and take action to preserve those services it considers to be highest 
priority while achieving the budget savings needed to balance spending with 
the reduced resources likely to be available over the medium term.  

7 Like other local government bodies, the Council is required to prepare 
financial statements for 2010/11 based on International Financial Reporting 
Standards (IFRS). Officers have established a project plan for IFRS 
implementation which is on track and is scheduled to meet all the required 
statutory deadlines for financial reporting in 2010/11.  

Recommendations 
8 Recommendations from my reports have been agreed with the Council 
and are contained in the reports listed on page 12. I have not reproduced 
them again in this letter. 

Independence 
9 I can confirm that the audit has been carried out in accordance with the 
Audit Commission’s policies on integrity, objectivity and independence. 
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Financial statements and annual governance 
statement 

The Council's financial statements and annual 
governance statement are an important means by 
which the Council accounts for its stewardship of 
public funds. 
I issued an unqualified opinion on the Council's 
2009/10 financial statements on 28 September 2010. 

Overall conclusion from the audit 
10 I issued an unqualified audit opinion on the Council's financial 
statements for the financial year 2009/10 on 28 September 2010, ahead of 
the statutory deadline. In my opinion the 2009/10 financial statements give a 
true and fair view of the financial position of the Council as at  
31 March 2010 and its income and expenditure for the year then ended. 

Detailed findings  
11 Before giving my opinion, I issued a report (Annual Governance Report) 
to the Council with my detailed findings. The main findings in my report 
were: 
■ the draft financial statements were submitted on time by the Council; 
■ I identified one material error in the financial statements (my materiality 

level is £11.8 million) as well as a small number of non-trivial errors 
(non-trivial: more than £0.118 million); and 

■ I identified two weaknesses in the Council's internal control 
arrangements. 

Material error in the financial statements 

12 The Council correctly excludes foundation schools from its fixed asset 
figure in the balance sheet, as these schools are under the control of the 
governing body. However, capital expenditure on foundation schools was 
incorrectly being added to the fixed assets figure in the balance sheet. The 
cumulative effect of these additions, after depreciation, amounted to  
£37.6 million at 31 March 2010. The Council agreed to amend the financial 
statements to exclude this expenditure from the fixed asset figure in the 
balance sheet and the income and expenditure account. 
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Weaknesses in internal control arrangements 

13 The Council's financial systems were generally sound but I highlighted: 
■ weaknesses in the arrangements for authorising starters, leavers and 

changes to payroll personal data; and 
■ weaknesses in the system of journal accounting (an internal system for 

moving income and expenditure from one heading to another). 

14 The Council has already taken action to address these matters in 
2010/11. 

Icelandic bank investments 
15 The Council has £12.5 million of investments in Icelandic Banks and 
has made provision in its financial statements for a potential loss of  
£1.5 million. This impairment charge represents the current best estimate of 
the cost to the Council of this event. 

16 The Council accounted for these investments and the impairment in 
accordance with relevant guidance issued by CIPFA. 
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Value for money  

I considered how well the Council is managing and 
using its money, time and people to deliver value for 
money.   
I assessed your performance against the criteria 
specified by the Audit Commission and have reported 
the outcome as the value for money (VFM) conclusion. I 
issued an unqualified value for money conclusion on 
28 September 2010. 

2009/10 use of resources assessments  
17 At the end of May 2010, the Commission wrote to all chief executives to 
inform them that following the government's announcement, work on the 
Corporate Area Assessment would cease with immediate effect and the 
Commission would no longer issue scores for its use of resources 
assessments.  

18 However, I am still required by the Code of Audit Practice to issue a 
value for money conclusion. I have therefore used the results of the work 
completed on the use of resources assessment up to the end of May to 
inform my 2009/10 conclusion.  

19 I report the significant findings from the work I have carried out to 
support the VFM conclusion. 

VFM conclusion 
20 I assessed your arrangements to achieve economy, efficiency and 
effectiveness in your use of money, time and people against criteria 
specified by the Audit Commission. The Audit Commission specifies each 
year, which Key Lines of Enquiry (KLOE) are the relevant criteria for the 
VFM conclusion at each type of audited body.  
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21 This is a summary of my findings. 
 

Criteria Adequate 
arrangements? 

Managing finances 

Planning for financial health Yes 

Understanding costs and achieving 
efficiencies 

Yes 

Financial Reporting Yes 

Governing the business 

Commissioning and procurement Yes 

Use of information Yes 

Good governance Yes 

Risk management and internal control Yes 

Managing resources 

Natural Resources Yes 

Strategic asset management    Yes 

Workforce Yes 

22 I issued an unqualified conclusion on 28 September stating that the 
Council had satisfactory arrangements to secure economy, efficiency and 
effectiveness in its use of resources.  

Risk-based performance reviews 
23 To help inform my review of the above criteria, I undertook the following 
risk-based performance reviews: 
■ building our future; and 
■ planning for an ageing population. 

24 I have reported my detailed findings to the Council in separate reports.  

Building our future 

25 During 2009/10 the Council implemented a major transformation 
programme called Building our Future (BOF). The findings of my review of 
this programme as at January 2010 are set out below: 
■ the strategic aims of the BOF programme were clear and widely 

communicated to key stakeholders; 
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■ the first phase of the Organisation and Culture work-stream was well 
managed, with good support for managers delivering the changes in 
workforce arrangements; 

■ capacity to deliver the BOF programme was good, and 
■ engagement with staff, members and the public was extensive. 

26 I did, however, identify a number of areas requiring further consideration 
at the time of my review. In particular: 
■ detailed plans for the next phase were not yet in place and this was 

creating uncertainty for staff, members and the public about the impact 
on future service delivery and outcomes for local people; 

■ despite existing capacity being good, some staff and councillors were 
concerned about the continuing capacity of the Council following 
redundancies, and 

■ some members and managers did not fully understand the reasons for 
the changes.  

27 My report has been considered by the Council and the findings have 
been used to inform the future direction of the programme. The BOF 
programme has now been subsumed into the Council's 'Meeting the 
Challenge' initiative that is tasked with achieving even greater cuts in 
expenditure into the medium term. 

Planning for an ageing population 

28 Gloucestershire forecasts an increasing older population with potential 
financial pressure on the medium term financial strategies of local public 
sector bodies. The proportion of older residents living in the county is high, 
and this is expected to increase at a faster rate than the national average 
over the next twenty years. This represents a risk to the ability of 
Gloucestershire public services to meet growing demands at a time of 
financial restraint. 

29 My review of how the Council and its partners are addressing this 
pressure concluded that they understand the challenges they face from the 
predicted rise in the older population. The Council and its partners are clear 
that they need to take action to ensure that services can meet demand. 
They cannot continue the current pattern and level of services as this will be 
unaffordable. There is a good local database of provision but the public 
sector must improve its understanding of what older people need, want and 
expect in order to deliver more focused services. Consultation with older 
people is not consistently used to influence and help shape services. 

30 I made the following key recommendations in my review. The Council 
and its partners need to 
■ improve their understanding of the needs and aspirations of older 

people in the area; 
■ explore the scope for achieving a greater value for money more quickly; 
■ develop locality and neighbourhood working further; 
■ improve the impact of preventive initiatives; and 
■ complete a comprehensive older people's strategy. 
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31 In response to my report, the Gloucestershire Health and Community 
Wellbeing Partnership Executive Group hosted a workshop in August 2010 
to agree a response to my recommendations. A working group involving all 
key partners has now been established to act on my recommendations. 

Approach to local value for money work from 2010/11  
32 Given the scale of pressures facing public bodies in the current 
economic climate, the Audit Commission has been reviewing its work 
programme for 2010/11 onwards. This review has included discussions with 
key stakeholders of possible options for a new approach to local value for 
money (VFM) audit work. The Commission aims to introduce a new, more 
targeted and better value approach to our local VFM audit work.  

33 My work will be based on a reduced number reporting criteria, specified 
by the Commission, concentrating on:  
■ securing financial resilience; and  
■ prioritising resources within tighter budgets.  

34 I will determine a local programme of VFM audit work based on my 
audit risk assessment, informed by these criteria and my statutory 
responsibilities. I will no longer be required to provide an annual scored 
judgement relating to my local VFM audit work. Instead I will report the 
results of all my local VFM audit work and the key messages for the Council 
in my annual report to those charged with governance and in my annual 
audit letter. 
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Current and future challenges  

Spending review 
35 The Council, like many others, faces some major challenges in the 
period ahead. The new coalition government announced details of its 
spending plans for the next few years on 20 October 2010, requiring every 
council across the country to make substantial financial savings.  

36 The Council has been anticipating this situation for some time. Initially 
through its 'Building our Futures' programme, and now through 'Meeting the 
Challenge', it is planning to manage the impending cut in funding whilst 
seeking to minimise any adverse impact on service delivery. 

37 It will be crucial in this time of significant change for the Council to 
consider and respond to the following issues: 
■ the resilience of medium term financial strategies and the ability to 

deliver significant efficiency savings; 
■ the need to retain enough management capacity to influence and 

respond to changes in patterns of demand for services; and 
■ the need to preserve proper standards of governance through major 

changes in the way services are provided.    

International financial reporting standards (IFRS) 
38 International financial reporting standards (IFRS) provide global 
common accounting and reporting standards. They have already been 
implemented by the private sector and the NHS. Like others in local 
government, the Council is required to prepare financial statements based 
on IFRS for 2010/11.  

39 The transition to IFRS is challenging. Although the financial impact will 
vary widely from one body to another, the broader implications are wide 
reaching. IFRS is not just a technical accounting issue for the finance team 
as there are wider process and systems changes to consider across the 
organisation; considerable preparatory work is essential. 

40 On 5 October 2010 the Commission published its latest briefing paper 
on IFRS in local government on its website. This briefing paper is based on 
the findings from an auditor survey on implementation of IFRS in local 
government, undertaken in July 2010.  

41 One of the Commission’s key messages is that engagement between 
audited bodies and auditors on IFRS implementation is essential. I will 
continue to discuss with the Council emerging issues and preparatory work 
for the transition. 
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42 The Council has recognised the challenges posed by IFRS and 
members have been kept informed of the key changes following its 
introduction. A project plan has been drawn up and the Council is currently 
on track to meet key milestones. 
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Closing remarks 

43 I have discussed and agreed this letter with the Group Director, 
Business Management. I will present this letter at the Audit Committee on 
24 January 2011. The Council should make arrangements for my letter to 
be copied to all councillors. 

44 Full detailed findings, conclusions and recommendations in the areas 
covered by our audit were included in the reports I issued to the Council 
during the year. 
 

Report Date issued 

Audit fee letter April 2009 

Audit opinion plan February 2010 

Building our futures February 2010 

Planning for an ageing population June 2010 

Annual Governance Report September 2010 

 

45 The Council has taken a positive and helpful approach to my audit. I 
wish to thank the Gloucestershire County Council staff for their support and 
co-operation during the audit. 

 

 

 

 

Martin Robinson 
District Auditor 

November 2010    
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Appendix 1  Audit fees 

 

 Actual Proposed Variance 

Audit Planning and reporting 37,826 37,826 -  

Opinion and Financial statements  95,601 95,601 - 

Use of Resources/VFM conclusion - 
County Council 

72,578 72,578 - 

Use of Resources - Fire service 18,790 18,790 - 

Whole Government Accounts 3,505 3,505 - 

Total audit fees 228,300 228,300 -  

Certification of claims and return 
(estimate) 

15,800 15,800 -  

Extra fee work* 26,835   

Total 270,935 244,100  

 

* Extra fee work includes my support on the Council's waste disposal PFI 
project (£4,320), the Keynes Country Park investigation (£12,860) and work 
on the objection of unlawful expenditure by Marling School (£9,655). 
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Appendix 2  Glossary 

Annual governance statement  

Governance is about how local government bodies ensure that they are 
doing the right things, in the right way, for the right people, in a timely, 
inclusive, open, honest and accountable manner. 

It comprises the systems and processes, cultures and values, by which local 
government bodies are directed and controlled and through which they 
account to, engage with and where appropriate, lead their communities.  

The annual governance statement is a public report by the Council on the 
extent to which it complies with its own local governance code, including 
how it has monitored the effectiveness of its governance arrangements in 
the year, and on any planned changes in the coming period. 

Audit opinion  

On completion of the audit of the accounts, auditors must give their opinion 
on the financial statements, including:  
■ whether they give a true and fair view of the financial position of the 

audited body and its spending and income for the year in question;  
■ whether they have been prepared properly, following the relevant 

accounting rules; and  
■ for local probation boards and trusts, on the regularity of their spending 

and income.  

Financial statements  

The annual accounts and accompanying notes.  

Qualified  

The auditor has some reservations or concerns. 

Unqualified  

The auditor does not have any reservations.  

Value for money conclusion  

The auditor’s conclusion on whether the audited body has put in place 
proper arrangements for securing economy, efficiency and effectiveness in 
its use of money, people and time.   



 

If you require a copy of this document in an alternative 
format or in a language other than English, please call: 
0844 798 7070 
© Audit Commission 2010. 
Design and production by the Audit Commission Publishing Team. 
Image copyright © Audit Commission. 

 

 

 

 

 

 

 

The Statement of Responsibilities of Auditors and Audited Bodies issued by 
the Audit Commission explains the respective responsibilities of auditors 
and of the audited body. Reports prepared by appointed auditors are 
addressed to non-executive directors, members or officers. They are 
prepared for the sole use of the audited body. Auditors accept no 
responsibility to: 
■ any director/member or officer in their individual capacity; or  
■ any third party.  

 

 

 

Audit Commission 

1st Floor 
Millbank Tower 
Millbank 
London 
SW1P 4HQ 

Telephone: 0844 798 3131 
Fax: 0844 798 2945 
Textphone (minicom): 0844 798 2946 
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