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1. Headlines

This table summarises the key findings and other matters arising from the statutory audit of Barnsley Metropolitan Borough Council (‘the Council’) and the preparation of the group and
Council's financial statements for the year ended 31 March 2019 for those charged with governance.

Financial Under International Standards of Audit (UK) (ISAs) and the

Statements National Audit Office (NAO) Code of Audit Practice ('the
Code'), we are required to report whether, in our opinion, the
group and Council's financial statements:

+ give atrue and fair view of the financial position of the
group and Council and the group and Council’'s income
and expenditure for the year

* have been properly prepared in accordance with the
CIPFA/LASAAC code of practice on local authority
accounting and prepared in accordance with the Local
Audit and Accountability Act 2014.

We are also required to report whether other information
published together with the audited financial statements
(including the Annual Governance Statement (AGS) and
Narrative Report is materially inconsistent with the financial
statements or our knowledge obtained in the audit or
otherwise appears to be materially misstated.

Our audit work commenced as planned at the beginning of June and, at the time of this report,
remains ongoing July. Our key audit findings are summarised in this report.

We have identified a small number of proposed adjustments, including a prior period adjustment
of £37m, and these are detailed at Appendix B. We have also raised some recommendations
for management as a result of our audit work in the Action Plan at Appendix A.

Our work is currently progressing and, at this stage, there are no matters of which we are aware
that would require modification of our proposed audit opinion (as set out at Appendix D), subject
to the following outstanding matters:

+ finalisation of a testing and review of the work done by the engagement lead and manager in
the following sections;

- elements of testing on property, plant and equipment, finishing substantive testing of income
streams and operating expenditure, work on the Housing Revenue Account and Collection
Fund, completion of audit testing on debtors, creditors and reserves

» review of the updated pension fund liability and related disclosures in light of the changes
required following the McCloud judgement and Guaranteed Minimum Pension (GMP)
requirements (we will review the updated accounting entries and disclosures upon receipt
from the Council’s actuary)

» completion of work on the group accounts, and disclosures in respect of related party
transactions and PFl schemes

» completion of our audit work on some notes to the accounts not included above in line with
our audit approach

+ receipt of the updated Annual Governance Statement (AGS) and Narrative Report taking
into account our review of the draft versions of these documents

» completing our review of management’s going concern assessment

» receipt of management’s letter of representation (included as a separate item on the Audit
Committee’s agenda for 22 July)

» review of the final set of financial statements.

We have concluded that the other information to be published with the financial statements is
consistent with our knowledge of your organisation and the financial statements we have
audited, subject to satisfactory completion of our review of the Narrative Report and AGS.

We expect to issue an unqualified (clean) audit opinion by 31 July 2019.
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Headlines - continued

Value for Money Under the National Audit Office (NAO) Code of Audit Practice ('the  Our Audit Plan presented to the Audit Committee on 23 January 2019 identified the
arrangements Code'), we are required to report if, in our opinion, the Council has  following two key areas of focus on the Council’s value for money arrangements:
made_proper grrgngements to secure economy, efficiency and * Financial standing — delivery of 2018-19 budget and savings plan and achievement of
effectiveness in its use of resources ('the value for money (VFM) Medium Term Financial Strategy (MTFS)
conclusion’).

» Arrangements in place for the Glass Works development.

We have completed our risk based review of the Council’s value for money
arrangements. We have concluded that the Council has proper arrangements to secure
economy, efficiency and effectiveness in its use of resources around these two risks.
Appropriate arrangements are in place in relation to the management of the Council’s
financial position and in the governance, risk management and financial management of
the Glass Works scheme to date.

We therefore anticipate issuing an unqualified ‘clean’ value for money conclusion, as
detailed at Appendix D. Our findings are summarised in section 3 of this report.

Statutory duties The Local Audit and Accountability Act 2014 (‘the Act’) also We have not exercised any of our additional statutory powers or duties.
requires us to: We have completed the majority of work under the Code. We expect to be able to certify
« report to you if we have applied any of the additional powers the conclusion of the audit once we have completed our review of the Council's Whole of
and duties ascribed to us under the Act; and Government Accounts (WGA) return. We anticipate issuing our audit certificate by the

NAO’s WGA deadline of 31 August 2019.
» To certify the closure of the audit.

Acknowledgements
We would like to take this opportunity to record our appreciation for the assistance provided by the finance team and other staff during our audit.
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Financial statements

2. Summary

Overview of the scope of our audit

This Audit Findings Report presents the observations arising from the audit that are
significant to the responsibility of those charged with governance to oversee the financial
reporting process, as required by International Standard on Auditing (UK) 260 and the
Code of Audit Practice (‘the Code’). Its contents have been discussed with management
prior to reporting to the Audit Committee.

As auditor we are responsible for performing the audit, in accordance with International
Standards on Auditing (UK) and the Code, which is directed towards forming and
expressing an opinion on the financial statements that have been prepared by
management with the oversight of those charged with governance. The audit of the
financial statements does not relieve management or those charged with governance of
their responsibilities for the preparation of the financial statements.

Audit approach

Our audit approach was based on a thorough understanding of the group and Council’s
business and is risk based, and in particular included:

* An evaluation of the group and Council’s internal controls environment, including its IT
systems and controls

* An evaluation of the components of the group based on a measure of materiality
considering each as a percentage of the group’s gross revenue expenditure to assess the
significance of the component and to determine the planned audit response

* From this evaluation, we determined that a full ISA(UK) audit of the parent undertaking
was required (which is the Council). On the other two components, namely Berneslai
Homes Limited and Penistone Grammar Trust, we performed specified audit procedures
on material balances and transactions

+ Substantive testing on significant transactions and material account balances, including
the procedures outlined in this report in relation to the key audit risks

We have not had to significantly alter or change our Audit Plan dated 10 January 2019, as
communicated to you on 23 January at the Audit Committee. There was one change noted
following our interim audit, which was the inclusion of an additional component in the group
accounts (Penistone Grammar Trust), we have taken this into account in our audit work
performed on the group.

Conclusion

Our audit work on your financial statements is currently ongoing. Subject to outstanding work
and queries being satisfactorily completed and resolved (previously listed on page 3 of this
report), we anticipate issuing an unqualified audit opinion following the Audit Committee on 22
July 2019, as detailed in Appendix D.

Our approach to materiality

The concept of materiality is fundamental to the preparation of the financial statements and
the audit process and applies not only to the monetary misstatements but also to disclosure

requirements and adherence to acceptable accounting practice and applicable law.

Materiality calculations remain the same as reported to you in our Audit Plan, presented to
the Audit Committee in January. Our determination of materiality is detailed below.

Materiality category Group Amount (£) Council Amount (£) Qualitative factors considered

Materiality for the financial 10,000,000 9,900,000 We have determined materiality at 1.8% of gross expenditure from the 2017-18 final accounts. This is

statements in line with the industry standard and reflects the risks associated with the Council’s financial
performance.

Performance materiality 7,000,000 6,930,000 This is 70% of materiality and reflects any significant findings from the work of the previous external

auditor and that 2018-19 is the first year of audit for us as external auditors.

Trivial matters 500,000 500,000 A standard level of five per cent of materiality has been used. This is our reporting threshold for any
errors identified.

Materiality for specific transactions, 5,000 The senior officer remuneration disclosure has been identified as an area requiring specific
balances or disclosures materiality of £5,000 based on the disclosure bandings, due to its sensitive nature.
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Financial Statements

Significant findings — audit risks

Risks identified in our
Audit Plan Commentary

o The revenue cycle Auditor commentary
includes fraudulent

transactions Under ISA (UK) 240 there is a rebuttable presumed risk that revenue may be misstated due to the improper recognition of revenue. This

presumption can be rebutted if the auditor concludes that there is no risk of material misstatement due to fraud relating to revenue recognition.

Having considered the risk factors set out in ISA (UK) 240 and the nature of the revenue streams at the Council, we have determined that the risk
of fraud arising from revenue recognition can be rebutted, because:

+ there is little incentive to manipulate revenue recognition

+ opportunities to manipulate revenue recognition are very limited

» the culture and ethical frameworks of local authorities, including Barnsley MBC, mean that all forms of fraud are seen as unacceptable.
We did not consider this to be a significant risk for the Council in our Audit Plan.

Therefore we did not undertake any specific work in this area other than our normal audit procedures, including validating total revenues to
council tax, non domestic rates and central government grants income.

Our audit work has not identified any issues in respect of fraudulent revenue recognition.

9 Management override of Auditor commentary

controls Under ISA (UK) 240 there is a non-rebuttable presumed risk that the risk of management over-ride of controls is present in all entities. The

Council continues to face financial pressures and this could potentially place management under undue pressure in terms of how they report
performance.

We therefore identified management override of control, in particular journals, management estimates and transactions outside the course of
business as a significant risk, which was one of the most significant assessed risks of material misstatement.

As part of our audit, we:

» evaluated the design effectiveness of management controls over journals

+ analysed the journals listing and determine the criteria for selecting high risk unusual journals

+ tested unusual journals recorded during the year and after the draft accounts stage for appropriateness and corroboration

» gained an understanding of the accounting estimates and critical judgements applied made by management and consider their
reasonableness with regard to corroborative evidence

» evaluated the rationale for any changes in accounting policies, estimates or significant unusual transactions

Our audit work to date has not identified any issues in respect of management override of controls. We are currently working through the
journals selected for testing, we will provide a verbal update the Audit Committee on 22 July with our final findings on our review of journals.
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Financial statements

Significant findings — audit risks

©

Risks identified in our Audit Plan

Commentary

Valuation of the pension fund net liability

The group's pension fund net liability, as reflected in
the group balance sheet as the retirement benefit
obligations, represents a significant estimate in the
financial statements and group accounts.

The group’s pension fund net liability is considered a
significant estimate due to the size of the numbers
involved and the sensitivity of the estimate to changes
in key assumptions.

The groups £400m net liability as at 31 March 2018
was derived from both the Council’s single entity
liability of £376m and Berneslai Homes Limited
liability of £24m.

We therefore identified valuation of the group and
Council’s pension fund net liability as a significant risk
in our Audit Plan, which was one of the most
significant assessed risks of material misstatement.

Auditor commentary

As a response to this risk , our audit work included but was not restricted to:

« updating our understanding of the processes and controls put in place by management to ensure that the group's
pension fund net liability is not materially misstated and evaluated the design of the associated controls

evaluating the instructions issued by management to their management expert (an actuary) for this estimate and the
scope of the actuary’s work

+ assessing the competence, capabilities and objectivity of the actuary who carried out the group’s pension fund
valuation

+ assessing the accuracy and completeness of the information provided to the actuary to estimate the liabilities

+ testing the consistency of the pension fund assets and liabilities and disclosures in the notes to the core financial
statements with the actuarial reports from the actuary

» undertaking procedures to confirm the reasonableness of the actuarial assumptions made by reviewing the report of
the consulting actuary (as auditor’'s expert) and performing any additional procedures suggested within the report

+ obtaining assurances from the auditor of South Yorkshire Pension Fund as to the controls surrounding the validity
and accuracy of membership data; contributions data and benefits data sent to the actuary by the pension fund and
the fund assets valuation in the pension fund financial statements (currently awaiting this information).

Key observations

Subject to satisfactory receipt of assurances from the auditor of the Pension Fund, we have reviewed this estimate and
are satisfied that it is reasonable. Key assumptions have also been reviewed and agreed as reasonable. In the
‘significant findings — other issues’ on page 9 we set out the potential impact of the McCloud judgement on the pension
fund net liability.

At the time of producing this report, we have been in discussions with management and we are aware that the Council
has requested updated reports from its actuary to take into account the impact on the Council’s pension numbers of the
McCloud judgement and GMP. We understand the expected impact of these issues would result in an increase of the
Authority’s £438m pension fund liability of c£12m.

We will review the updated actuary reports and resulting changes to the pension figures in the accounts once received.
We will verbally update the Committee on 22 July with our findings on this issue.
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Financial statements

Significant findings — audit risks

o

Risks identified in our Audit Plan

Commentary

Valuation of land and buildings

The Council revalues its land and buildings on a
rolling five-yearly basis. This valuation represents a
significant estimate by management in the financial
statements due to the size of the numbers involved
(PY: £885m) and the sensitivity of this estimate to
changes in key assumptions.

Additionally, the Council needs to ensure the carrying
value of land and buildings in the Council’s financial
statements is not materially different from the current
value or the fair value at the financial statements
date, where a rolling programme is used

We therefore identified valuation of land and
buildings, particularly revaluations and impairments,
as a significant risk, which was one of the most
significant assessed risks of material misstatement

Auditor commentary

As a response to this risk, our audit work included but was not restricted to

evaluating management's processes and assumptions for the calculation of the estimate, the instructions issued to
valuation experts and the scope of their work

evaluating the competence, capabilities and objectivity of the valuation expert
discussing with the valuer the basis on which the valuation was carried out

challenging the information and assumptions used by the valuer to assess completeness and consistency with our
understanding

testing revaluations made during the year to see if they had been accounted correctly in line with applicable
accounting guidance and input correctly into the Council's asset register

assessing how management have confirmed assets valued at 1 April 2018 have not significantly changed in value by
the year end, 31 March 2019

evaluating the assumptions made by management for those assets not revalued during the year and how
management has satisfied themselves that these are not materially different to current value at year end

reviewing the Council’'s PFI schemes to consider the appropriateness of the accounting entries.

Our audit work to date identified a material issue in relation to accounting for land and buildings, in relation to a
requirement for a prior period adjustment (PPA). The PPA is in relation to the Horizon School which had a net book
value of £37m at the time it gained Trust status in June 2017. The Council’s accounting policy is to treat such transfers
as a loss on disposal at the point the transfer takes place. Therefore the transfer and the resulting loss on disposal
should have been reflected in the 2017-18 accounts.

The Council is to restate the 2017-18 comparative accounts for this issue (which is discussed in more detail alongside
other audit adjustments at Appendix B). In addition, in order to mitigate the chances of an issue like this occurring in the
future, we have raised a recommendation in the Action Plan at Appendix A, to ensure communication on school transfers
is enhanced between finance, estates and legal.

This issue is to be corrected by management and therefore the matter will not impact our audit opinion.
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Financial statements

Significant findings

Issue

- other issues

Commentary

Auditor view

Potential impact of the McCloud judgement

The Court of Appeal has ruled that there was age
discrimination in the judges and firefighters pension
schemes where transitional protections were given to
scheme members.

The Government applied to the Supreme Court for
permission to appeal this ruling, but this permission to
appeal was unsuccessful. The case will now be remitted
back to employment tribunal for remedy.

The legal ruling around age discrimination (McCloud -
Court of Appeal) has implications not just for pension
funds but also for other pension schemes where they
have implemented transitional arrangements on
changing benefits.

Discussion is ongoing in the sector regarding the potential
impact of the ruling on the financial statements of Local
Government bodies.

The Council has requested an estimate from its actuary of
the potential impact of the McCloud ruling and GMP. The
actuary’s estimate suggested a potential impact of these
issues would result in an increase of the Council’s
£437.9m pension fund liability by c£12m.

The Council has requested that it's actuary carry out a
detailed review of the impact of this issue and will update
it's accounts on completion of the Actuary’s work.

We will review the updated actuary reports and resulting
changes to the pension figures in the accounts once
received. We will verbally update the Committee on 22
July with our findings on this issue. Management’s view is
that the impact of this change is material and therefore
updating the accounts for this issue is appropriate.

We have reviewed the analysis performed by the actuary, and
consider that the approach that has been taken to arrive at
this estimate is reasonable.

Given the change in liability resulting from the McCloud
judgement, management has agreed to process the adjustment
of ¢12m on receipt of the updated IAS19 report. We consider
this an appropriate adjustment to the Council’s financial
statements.

We have included this as an adjusted item at Appendix B.
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Financial statements

Significant findings arising from the group audit

Component Findings Group audit impact

Berneslai Homes * We noted in our Audit Plan in January 2019 that there are no specific significant risks associated with BHL other than + No material or other reporting

Limited (BHL) the group defined benefit pension liability where there was a £24m pension liability associated with BHL as at 31 issues were noted from BHL'’s
March 2018. We noted the liability has increased to £32m as at 31 March 2019 inclusion in the group accounts

» After reviewing the figures of BHL as at 31 March 2019, we are able to fully confirm that there are no specific

significant risks associated with BHL that would relate to a significant risk for the group audit purposes " Subject to satisfactory

completion of our group audit

 Our audit approach included obtaining sufficient assurances based on group materiality over any material balances work, we are satisfied that the
and transactions of BHL outside the group boundary based on group materiality. This included the BHL pension fund group accounts after taking
liability, operating costs and short term investments. Our work to date has not identified any material issues that account intercompany
require reporting to you transactions, are not materially
misstated.

+  We completed a review of the group consolidation process and no issues were identified that need reporting to you.

Penistone Grammar + Our Audit Plan in January 2019, did not include PGT as a component of the group. The Council as part of its’ * No material or other reporting
Trust (PGT) continued assessment of preparation of group accounts have identified that PGT is a material component to the group issues were noted from PGT’s
and therefore , for the first time has included PGT in the group accounts. As a result , the Council restated its’ inclusion in the group accounts

comparative figures for last year to incorporate this.

» Subject to satisfactory
completion of our group audit
work, we are satisfied that the
group accounts after taking

+  We completed a review of the group consolidation process and no issues identified that need reporting to you. account intercompany

transactions, are not materially
misstated.

» Our audit approach included obtaining sufficient assurances based on group materiality, over any material balances
and transactions of PGT outside the group boundary. This included the PGT land and buildings and endowment funds
balances. Our work to date has not identified any material issues that require reporting to you
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Financial statements

Significant findings — key judgements and estimates

Accounting area

Summary of management’s policy

Audit Comments

Assessment

Land and Buildings —
Council Housing -
£564.6m

Land and Buildings —
Other - £280.8m

The Council owns 18,400 dwellings and is required to revalue these
properties in accordance with DCLG’s Stock Valuation for Resource
Accounting guidance.

The guidance requires the use of beacon methodology, in which a
detailed valuation of representative property types is then applied to
similar properties. The Council has engaged it’s internally RICS qualified
valuers from its’ Estate Department to complete the valuation of these
properties. The year end valuation of all Council Housing was £564.6m, a
net increase of £21.6m from 2017-18 (£543m).

Other land and buildings comprises specialised assets such as schools
and libraries, which are required to be valued at depreciated replacement
cost (DRC) at year end, reflecting the cost of a modern equivalent asset
necessary to deliver the same service provision.

The remainder of other land and buildings are not specialised in nature
and are required to be valued at existing use in value (EUV) at year end.
The Council has engaged it’s internally RICS qualified valuers from its’
Estate Department to complete the valuation of these properties on a five
yearly cyclical basis.

Management has considered the year-end value of non-valued
properties, and the potential valuation change in the assets revalued at 1
April 2018 comparing the potential changes at the date of valuation and
the year end of 31 March 2019 to determine whether there has been a
material change in the total value of these properties.

Management’s assessment of assets not revalued in year and asset
revalued during the year has identified no material change to the
properties current value compared to it's carrying value as at 31 March
2019.

As part of our audit , we performed the following procedures to
ensure the estimates used and key judgements applied when
valuing the Council Housing stock and other land and buildings
are prudent and reasonable, including:

Assessment of management’s expert (the Council’s RICS
qualified valuers)

Completeness and accuracy of the underlying information
used to determine the estimate

Impact of any changes to valuation method as relevant.
There were no significant changes to the valuation method.

Consistency of estimate used
Reasonableness of the movement in the estimate.

Adequacy of disclosure of estimate in the financial
statements.

O
Green

Assessment

® \We disagree with the estimation process or judgements that underpin the estimate and consider the estimate to be potentially materially misstated (red)
We consider the estimate is unlikely to be materially misstated however management’s estimation process contains assumptions we consider optimistic (amber)

We consider management’s process is appropriate and key assumptions are neither optimistic or cautious (green)
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Financial statements

Significant findings — key judgements and estimates

Summary of management’s policy Audit Comments Assessment
Net The Council’s total net pension liability at 31 March As part of our audit , we performed the following procedures to ensure the estimates used and key ‘
pension 2019 is £469.8m (PY £400m) comprising the South  judgements applied when valuing the Council’s pension liability were prudent and reasonable:
liability: Yorkshire Local Government and unfunded defined

benefit pension scheme obligations.

» Assessment of management’s expert (for the group and Council this is Mercer)

£437.9m . L + Assessment of actuary’s roll forward approach taken, detail work undertaken to confirm
(Council) The _CounC|I uses Merc_er, an actuarial flrm, to reasonableness of approach

provide actuarial valuations of the Council and . .

group’s assets and liabilities derived from this » Use of PwC as auditor’s expert to assess the actuary’s assumptions — see table below for
£469.8m  Scheme. A full actuarial valuation is required every comparison with Actuary assumptions

Green

completed in 2016-17.

A roll forward roach i d in intervenin Discount rate 2.4% -2.5% for We are comfortable that the methodologies ® Green
C_’ o arl app_oac IS used in i . ervening . most employers used to establish discount rate will produce a
periods, which utilises key assumptions such as life reasonable assumption at 31 March 2019.
expectancy, discount rates, salary growth and
investment returns. Pension increase rate Dependent on We are comfortable that the methodologies ® Green
. o . duration (2.3%- used to establish pension increase rate will
_G'V_e_n the significant Va_lue of the n_et pension funq 2.20%for most produce a reasonable assumption at 31 March
liability, small changes in assumptions can result in employers 2019.
significant valuation movements. There has been a
£69.8m net increase in the group’s pension fund Salary growth Scheme and We are comfortable that the methodologies ® Green
liability in 2018-19 employer used to establish salary growth will produce a
y ’ Specific reasonable assumption at 31 March 2019.
Life expectancy — Males currently aged 25.3 We are comfortable that the methodologies ® Green
45 in 20 years time used to establish life expectancy will produce a
reasonable assumption at 31 March 2019.
Life expectancy — Females currently 28.3 We are comfortable that the methodologies ® Green
aged 45 in 20 years time used to establish life will produce a reasonable
assumption at 31 March 2019.
» Impact of any changes to valuation method
» Reasonableness of the Council’s share of LGPS pension assets
* Reasonableness of the movement in the estimate
» Quantifying the impact of the McCloud judgement and GMP on the group and Council’s pension
fund balance (note work still in progress on this matter at the date of this report)
» Adequacy of disclosure of estimate in the financial statements.
» Completeness and accuracy of the underlying information used to determine the estimate
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Financial statements

Going concern

Our responsibility

As auditors, we are required to “obtain sufficient appropriate audit evidence about the appropriateness of management's use of the going concern assumption in the preparation and
presentation of the financial statements and to conclude whether there is a material uncertainty about the entity's ability to continue as a going concern” (ISA (UK) 570).

Going concern commentary

Management's assessment process
» Final outturn for year ending 31 March 2019
* Approved Budget 2019-20

* Medium Term Financial Strategy (MTFS) 2020-21
to 2022-23 and assumptions

» Efficiency savings target 2019-20
» Efficiency savings proposals 2020-21 onwards

» The robustness of the Budget and recommended
level of reserves

* Reserves Strategy 2019-20 onwards

» Assessment of going concern basis paper provided
by management for 2018-19

Auditor commentary

Management produced a going concern assessment report as part of their 2018-19 accounts preparation procedures. Itis
recognised good practice for local authorities to perform an appropriate going concern review. The review covered the guidance
from the CIPFA Code 2018-19 on the going concern concept.

In the vast majority of cases, local authorities shall prepare their financial statements on a going concern basis of accounting; that
is, the financial statements shall be prepared on the assumption that the functions of the authority will continue in operational
existence for the foreseeable future. The Council’s going concern report included the Council’s thought process in relation to going
concern principles and how that specifically applies to the circumstances in place at the Council.

The paper included the following key points:

« the legal basis and reserves position highlighting the Council has working reserves of c10% of the approved net budget for
2019-20 whilst highlighting uncertainties around the Comprehensive Spending review, Fair Funding review and Business Rates
Retention

» the Council’s relatively strong reserves position (c£130m in the General Fund and c£200m in useable reserves overall)
provides a contingency if required to address cash flow demands and emergencies, and reduce the need to borrow on short
term cash flow needs for operational matters. We note that the majority of the general fund and usable reserves highlighted
above are earmarked for specific future Council priorities.

+ the approved MTFS and the 2019-20 balanced budget whilst highlighting the strategy to deal with forecast deficits in 20-21 and
21-22. The MTFS was subsequently updated in May 2019 to roll it forward to 2022-23.

Work performed

We performed work on the MTFS, held meetings with
senior management to discuss the MTFS, budget
setting and savings plans.

Auditor commentary

« Our work indicates that there are no material uncertainties in terms of the going concern assessment by the management and
no further disclosures are considered necessary in the Financial Statements.

+ We have also carried out further work as part of our Value for Money Conclusion in relation to sustainable resource deployment

Concluding comments

We have nothing to report in respect of the following matters in relation to which the ISAs (UK) require us to report to you where:

» the Services Director for Finance and Chief Financial Officer use of the going concern basis of accounting in the preparation of the financial statements is not appropriate; or

» the Services Director for Finance and Chief Financial Officer has not disclosed in the financial statements any identified material uncertainties that may cast significant doubt about the
Council’s ability to continue to adopt the going concern basis of accounting for a period of at least twelve months from the date when the financial statements are authorised for issue.

We are satisfied with management's assessment that the going concern basis is appropriate for the 2018-19 financial statements.
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Financial Statements

Other communication requirements

We set out below details of other matters which we, as auditors, are required by auditing standards and the Code to communicate to those charged with governance.

Issue

Commentary

Matters in relation to fraud

We have previously discussed the risk of fraud with the Head of Internal Audit and noted his update to the Audit Committee. We have
not been made aware of any material incidents in the period and no other issues have been identified during the course of our audit
procedures.

Matters in relation to related
parties

Based on our review of related party transactions to date, we are not aware of any related parties or related party transactions which
have not been disclosed.

Matters in relation to laws and
regulations

You have not made us aware of any significant incidences of non-compliance with relevant laws and regulations and we have not
identified any incidences from our audit work.

Written representations

A letter of representation has been requested from the Council and will be included as a separate agenda item at the Audit Committee
on 22 July 2019.

A specific representation has been requested from management in respect of the appropriateness and completeness of the prior
period adjustment disclosed in the revised accounts relating to the issue identified in the material disposal of a school building.

Confirmation requests from
third parties

We requested from management permission to send confirmation requests to the Council’s bank, loans and investments
counterparties.

The majority of these requests were returned with positive confirmations, however, when requests were not received, we carried out
appropriate alternative procedures by observing and obtaining copies of online banks statements to confirm the balances as at 31
March 2019.

Disclosures

With the exception of the prior period adjustment, our audit to date has found no other material omissions in the financial statements.
We have identified some other disclosure amendments to assist in the understanding of the financial statements. These are included
at Appendix B.

Significant difficulties

We did not encounter any significant difficulties in carrying out our audit, however, we did experience some challenges with regards to
the Council’s fixed asset register (FAR) to perform our audit work on PPE. As one of the significant risk areas of the audit and a key
area of focus, we are required to complete a significant level of audit testing of PPE. This is highly dependent on our ability to
understand and interrogate the FAR in order to select our various samples for audit testing and reconciliations back to the accounts.
We have raised a recommendation in relation to the FAR in the Action Plan at Appendix A.
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Financial statements

Other responsibilities under the Code

We set out below details of other matters which we, as auditors, are required by the Code to communicate to those charged with governance.

Issue

Commentary

0 Other information

We are required to give an opinion on whether the other information published together with the audited financial statements (including
the Annual Governance Statement and Narrative Report is materially inconsistent with the financial statements or our knowledge
obtained in the audit or otherwise appears to be materially misstated.

Our review of the AGS identified a small number of areas for enhanced disclosure. The Council has accepted our findings on the AGS
and a revised version is due to be presented to the Audit Committee on 22 July.

Our review of the Narrative Report also identified some areas for enhanced disclosure. The Council has agreed to update its Narrative
Report to take into account our comments.

Subject to satisfactory receipt and review of the revised AGS and Narrative Report taking into account our comments, we plan to issue
an unmodified opinion in this respect — please see our proposed audit opinion at Appendix D.

9 Matters on which we report by
exception

We are required to report on a number of matters by exception in a numbers of areas:

¢ |f the Annual Governance Statement does not meet the disclosure requirements set out in the CIPFA/SOLACE guidance or is
misleading or inconsistent with the other information of which we are aware from our audit

e If we have applied any of our statutory powers or duties
We have nothing to report on these matters.

9 Specified procedures for
Whole of Government
Accounts

We are required to carry out specified procedures (on behalf of the NAO) on the Whole of Government Accounts (WGA) consolidation
pack under WGA group audit instructions.

As the Council exceeds the specified group reporting threshold we examine and report on the consistency of the WGA consolidation
pack with the Council's audited financial statements.

The deadline for the WGA consolidation audit is 31 August 2019 and we plan to complete our audit work and report by the deadline.

e Certification of the closure of
the audit

As a result of the ongoing WGA work, we do not expect to be able to certify the completion of the 2018-19 audit of the Council in our
auditor’s report, as detailed in Appendix D. This is in common with a number of local authorities (and what occurred at the Council in
2017-18), where certification on closure of the audit takes place following completion of the WGA review in August.

© 2019 Grant Thornton UK LLP | Audit Findings Report for Barnsley MBC | 2018-19
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Value for Money

3. Value for Money

Background to our VFM approach
We are required to satisfy ourselves that the Council has made proper arrangements for

securing economy, efficiency and effectiveness in its use of resources. This is known as
the Value for Money (VFM) conclusion.

We are required to carry out sufficient work to satisfy ourselves that proper arrangements
are in place at the Council. In carrying out this work, we are required to follow the NAO's
Auditor Guidance Note 3 (AGN 03) issued in November 2017. AGN 03 identifies one single
criterion for auditors to evaluate:

“In all significant respects, the audited body takes properly informed decisions and deploys
resources to achieve planned and sustainable outcomes for taxpayers and local people.”

This is supported by three sub-criteria, as set out below:

Informed

decision
making

Value for
Money
arrangements
criteria
Working Sustainable
with partners resource
& other third deployment

parties
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Risk assessment

We carried out an initial risk assessment in January 2019 and identified two significant
risks in respect of specific areas of proper arrangements using the guidance
contained in AGN03. We communicated these risks to you in our Audit Plan in
January 2019

We have continued our review of relevant documents up to the date of giving our
report, and have not identified any further significant risks where we need to perform
further work.

We carried out further work only in respect of the significant risks we identified from
our initial and ongoing risk assessment. Where our consideration of the significant
risks determined that arrangements were not operating effectively, we have used the
examples of proper arrangements from AGN 03 to explain the gaps in proper
arrangements that we have reported in our VFM conclusion.
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Value for Money

Value for Money

Our work

AGN 03 requires us to disclose our views on significant qualitative aspects of the Council's
arrangements for delivering economy, efficiency and effectiveness.

We have focused our work on the significant risks that we identified in the Council's
arrangements. In arriving at our conclusion, our main considerations were:

* Financial standing — delivery of 2018-19 budget and savings plan and achievement of
Medium Term Financial Strategy (MTFS)

* Arrangements in place to oversee the Glass Works development

We have set out more detail on the risks we identified, the results of the work we
performed, and the conclusions we drew from this work on pages 17 to 18.

Overall conclusion

Based on the work we performed to address the significant risks, we are satisfied that the
Council had proper arrangements for securing economy, efficiency and effectiveness in its
use of resources.

The text of our report, which confirms this can be found at Appendix D.
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Recommendations for improvement

We discussed findings arising from our work with management and have agreed a
recommendation for continued appropriate governance arrangements in place
regarding the Glass Works development.

Our recommendation and management's response to this can be found in the
Action Plan at Appendix A.

Significant difficulties in undertaking our work
We did not identify any significant difficulties in undertaking our work on your
arrangements which we wish to draw to your attention.

Significant matters discussed with management

There were no matters where no other evidence was available or matters of such
significance to our conclusion or that we required written representation from
management or those charged with governance.
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Significant risk reported in the Audit Plan

Findings

Conclusion

Financial standing — delivery of 2018-19
budget and savings plan and achievement
of Medium Term Financial Strategy (MTFS)

The Council, in line with other local authorities,
continues to operate under significant financial
pressures. For 2018-19, the Council is
planning to deliver a balanced outturn position
but to achieve this, needs to deliver savings of
some £4.4m whilst managing cost pressures
within Children’s Social Care and
Safeguarding and Adult Social Care (ASC)
and Health at a time of reduced funding.

The Council’s latest financial projections
indicate it is expecting to deliver an
underspend of £2.76m by 31 March 2019. We
will continue to monitor the Authority’s financial
position through regular meetings with senior
management and consider how the Authority
manages its budget.

We will continue to assess progress in the
identification and delivery of the future savings
required as identified in the current iteration of
the MTFS (of some £5.8m 2019-20 and
£15.3m 2020-21

The Council achieved it's 2018-19 budget with an overall underspend of £7.5m after utilisation of £5.8m
general fund reserves. As a result, the general fund reserves reduced from £135.8m to £130m as at 31
March 2019. The overall underspend before earmarking to 2019-20 was £47.2m, of which £39.7m of
this has been earmarked into 2019-20, leaving the above £7.5m as a general fund underspend. The
Council also achieved it’s savings targets of £4.4m for 2018-19.

It has now been agreed that £4m of this will be carried forward to 2019-20 to address social care and
future demography pressures and remaining balance of £3.5m will be earmarked for strategic priorities
such as mitigating against the impact of Brexit impact. The underspend against the budget was mainly
due to one off events during the year and scheme project slippages, mainly in respect of the receipts of
one off uncommitted grant funding.

The Council agreed the 2019-20 budget in February 2019. The Council needs to achieve £5.8m of
saving efficiencies to deliver a balanced budget for 2019-20. The Council has a track record of achieving
its saving plans. However, with continually increasing financial pressures around adult social care and
children’s services and reduced government funding the Council will need to continue to be financially
resilient. This reflects an increasing pattern across the local authority sector.

The Council's MTFS was approved in February 2019 covering the 3 years from 2019-20 to 2021-22.
The MTFS is in the process of being updated to confirm the assumptions made for 2020-2022 and
include a forecast position for 2022-23. For 2020-21, the Council estimates that it requires a further
£9.5m savings in addition to £5.8m savings required in 2019-20 to achieve a balanced budget. Draft
proposals are already in place to meet this gap. These proposals are currently being reviewed before
being approved later in 2019-20. There is a further anticipated budget gap of £4.8m for 2021-22 for
which further efficiencies are expected to be required and identified.

This further highlights the challenging financial environment the Council operates. It has to be noted that
the Comprehensive Spending Review, Fair Funding Review and outcome of Business Rates Retention
have been delayed. This delay has not helped the Council’s budget setting process for the medium
term. The MTFS prudently assumes a reduction in grants receivable from the central government to
compensate with the increased Business Rates Retention from 50% to 75% in the future.

The Council’s Dedicated School Grant account was in deficit by £8.5m at the year end. As a result, a
total of £8.5m was transferred from general fund reserves to ensure the DSG account ultimately
achieved a break-even outturn at 31 March 2019.

The Council’'s updated reserves strategy from 2019-20 to 2021-22 was approved by the full Council in
February 2019. After allocating all the earmarked reserves and commitments, the Council has £15m set
aside for contingency and emergency funds. The reserves strategy is currently in the process of being
further updated to reflect the 2018-19 outturn position.

We have considered the Council’s arrangements to ensure it is financially resilient to deal with
budgetary pressures and, overall, we are satisfied proper arrangements were in place for the delivery of
in year and future budget and savings plans.

We concluded that
Council has proper

the

arrangements in place

for ensuring

sustainable resource

deployment.
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Significant risk reported in the Audit Plan

Findings

Conclusion

Arrangements in place for the Glass
Works development

The Glass Works scheme is one of the most
significant projects undertaken by the Council
in recent history. The development has two
phases with an estimated capital cost of
£178.1m, with associated revenue running
costs of £11.4m over three years up to 2020-
21.

As part of our Value for Money arrangements
work we will consider the Council’s
arrangements in place in relation to Glass
Works project specifically

considering the governance and risk
management arrangements in relation to

the scheme.

We will continue to meet with senior
management and Internal Audit in

relation to Glass Works to obtain the latest
information on the progress, cost

and governance of the development. We will
consider any financial reporting

and Prudential Framework implications arising
from the Glass Works scheme.

Our focus in this area was around governance and risk management arrangements in place to secure
economy, efficiency and effectiveness in Council’s use of resources. Our findings were as follows:

We concluded that the
Council has proper
arrangements in place
for informed decision
making in relation to
the Glass Works
development project.

The Council set up a Glass Works Board in September 2017 with Terms of Reference. The objective of
the Board was to provide leadership on strategic governance and decision making for the Glass Works

project. The Board included key senior officers from the Council and external project members including
the contractors for the scheme.

The remit of the Glass Works Board covered conflict of interests, Key Performance Indicator reporting,
health and safety, design and constructions, funding of the project, financial management, risk
management and mitigation, change management and other areas that are required for effective
management of the project. Monthly meetings have been held since the inception, including throughout
2018-19. The Council’'s SMT are updated with key matters arising from the Glass Works Board
meetings.

Cost plan reports were developed for key stages of the project by the key contractors. These were
discussed and action taken before approval at each stage by the Glass Works Board.

Under the remit of Glass Works Board, an Asset Management sub group was set up which comprised of
relevant Council officers and external stakeholders. The sub group met on a monthly basis to monitor
construction phases of key buildings and assess associated risks which were reported back to the Glass
Work Board for further action

A detailed leasing strategy of the glasswork project was also developed by an external consultant with
rental income projections upon potential tenants subscribed to take up tenancy. The financial
projections in respect of the Glass Works scheme are then acknowledged within the Council’'s MTFS.

Professional legal advice was obtained from a nationally known legal firm at each key juncture of the
project and the Council is continuing to involve relevant and appropriate advisors on an ongoing basis.
For example, on key matters including drafting appropriate tenancy agreements for discussion and
signing with relevant stakeholders. There was a Terms of Reference agreed with the external legal
advisor and they also attend Glass Works Board meetings as relevant. At the time of this report, the
Council is in the process of drafting future tenancy agreements for prospective tenants for discussion
and finalisation.

In addition to risk identification and management discussions at Glass Works Board meetings on a
monthly basis, the Council’s strategic Risk Register has a standard risk around glass work project. This
risk is discussed at Council, Cabinet and Audit Committee level and monitored and actions taken on a
regular basis. We are aware from our review that appropriate actions are taken when significant risks
have arisen in 2018-19 in relation to the scheme, including revising financial projections, updating the
Cabinet on a timely basis and seeking appropriate re-approvals of elements of the scheme.

We have considered the Council’'s governance and risk management arrangement in place to secure
economy, efficiency and effectiveness in Council’s use of resources. Overall, we are satisfied proper
arrangements are in place at present in respect of the Glass Works scheme.
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Independence and ethics

4. 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

Financial Reporting Council's Ethical Standard and confirm that we, as a firm, and each covered person, are independent and are able to express an objective opinion on the financial
statements.

We confirm that we have implemented policies and procedures to meet the requirements of the Financial Reporting Council’s Ethical Standard and we as a firm, and each covered
person, confirm that we are independent and are able to express an objective opinion on the financial statements.

Further, we have complied with the requirements of the National Audit Office’s Auditor Guidance Note 01 issued in December 2017 which sets out supplementary guidance on ethical
requirements for auditors of local public bodies.

Details of fees charged are detailed at Appendix C.
Audit and Non-audit services

For the purposes of our audit we have made enquiries of all Grant Thornton UK LLP teams providing services to the Council. The following non-audit services were identified:

Service £ Threats Safeguards
Audit related:

Housing Benefit 16,400 Self-Interest The level of this recurring fee taken on its own is not considered a significant threat to independence as the fee for

Certification (because thisis a  this work is £16,400 (on the basis that we complete the HB workbooks) in comparison to the total fee for the audit of
recurring fee) £104,718 and in particular relative to Grant Thornton UK LLP’s turnover overall.

Certification of Teachers’ 4,200 Self-Interest The level of this recurring fee taken on its own is not considered a significant threat to independence as the fee for this

Pension Return (because thisisa  work is £4,200 in comparison to the total fee for the audit of £104,718 and in particular relative to Grant Thornton UK
recurring fee) LLP’s turnover overall.

Pooling of Housing Capital 3,000 Self-Interest The level of this recurring fee taken on its own is not considered a significant threat to independence as the fee for

Receipts Return (because thisisa  this work is £3,000 in comparison to the total fee for the audit of £104,718 and in particular relative to Grant Thornton

Certification recurring fee) UK LLP’s turnover overall.

Non-Audit related:

None -

The amounts detailed are fees agreed to-date for audit related and non-audit services to be undertaken by Grant Thornton UK LLP in the current financial year. These services are
consistent with the Council’s policy on the allotment of non-audit work to your auditors. Any changes and full details of all fees charged for audit related and non-audit related services
by Grant Thornton UK LLP and by Grant Thornton International Limited network member Firms will be included in our Audit Findings (ISA260) report at the conclusion of the audit.

None of the services provided are subject to contingent fees.

We have not provided any other services to the Council in 2017-18 prior to our appointment as external auditors to the Council on 1 April 2018.
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Appendix A

Appendix A: Action Plan

We have identified the recommendations for the Council as a result of issues identified during the course of our audit. We have agreed our recommendations with management and we
will report on progress on these recommendations during the course of the 2019-20 audit. 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.

Rec

1

Issue and risk

Recommendations

Fixed Asset Register (FAR):

The Council has a manual excel based spreadsheet FAR operated and
maintained by one key finance officer. Due to the value and volume of
Property, Plant and Equipment recorded in the FAR (over £1.1bn), the
spread sheet management is complex, with a significant number of
tabs and manually input formulae. There is a risk to the accuracy of
the FAR should anything happen to the officer responsible for it and
should any manual inputs be included in error.

Our audit work also highlighted some complexities when trying to
identify and sample additions, disposals, valuations and also when
validating the depreciation charge for individual assets. This resulted in
considerable additional audit time spent on the FAR and wider PPE
audit testing.

The spreadsheet based FAR is relying on various formulas manually
inputted to obtain appropriate outputs and considering the amount of
assets recorded in the FAR, such manually inputted formulas may
increase the risk of error.

Whilst we understand this manual FAR has been in use for a considerable number of years, capital
accounting is becoming increasingly complex and is likely to continue to be a key area of focus for
external audits in the future. We recommend management considers the feedback we have provided
in our audit work this year and considers what options can be put in place to reduce the risks around
the FAR and reduce the level of audit queries raised on the FAR in 2019-20.

This could include:

Ensuring other colleagues in finance are trained to use and update the FAR

Meeting with external audit once the 2018-19 audit is concluded to further understand our
interrogation requirements of the FAR in order to generate our various samples on PPE for testing,
and how the Council can support with this in 2019-20

Consider whether other FARs may enhance the existing asset management and asset record
keeping at the Council given the significant value and volume of the asset base

Management response:

We acknowledge the External Auditor’s response on the Council’s FAR. Other officers within the
Council do have an understanding of the Council’'s FAR, though we accept that the fixed asset
accounting process is predominantly led by one experienced individual. We have commenced a
review of the FAR processes to ensure a wider knowledge transfer across the finance function to
help prevent any single point of failure.

We will arrange a workshop with the External Auditor as part of the post audit lessons learnt exercise
to improve any processes where necessary moving forwards.

Management has and continues to invest in and review the Council’'s Asset Management recording
arrangements. This work will continue but is currently limited due to resource availability.
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Action Plan

Rec

2

Issue and risk

Recommendations

Prior period adjustment: communication between estates, legal and
finance departments

Our audit work identified a material prior period adjustment relating to an
asset disposal. Our work and discussions with the senior finance team
indicated that there had been a lapse of communication between the
estate, legal and finance departments and, as a result, the disposal of a
school was not recognised in the year ended 31 March 2018.

The Council has a significant asset base with numerous transactions taking
place each year, which need to be appropriately accounted for. Whilst we
recognise this matter may have been a one-off issue, it is important for the
Council to further strengthen and document the communication processes
to mitigate the risk of such an event occurring again in the future. This is
particularly important considering the significant capital expenditure taking
place at the Council in the coming years

We recommend the Council further strengthens and documents the communication and co-
ordination between estates, legal and finance departments to ensure that significant capital
transactions are accounted for in the appropriate financial reporting period. This should reduce
the risk of material misstatements in the accounts.

Management response

+ Management accepts that there has been a minor breakdown in communication between all
departments within the Council involved in the Asset management process. Work has already
commenced on reviewing and tightening these processes and procedures to help prevent
such an event occurring in the future.

Glassworks Development Project:

Our value for money review in this area indicated the Council has proper
arrangement in place for informed decision making around the Glass Works
development Project in 2018-19.

Any lack of informed decisions being taken, omitted due diligence reviews
and cost evaluations, failing to obtain appropriate legal advice and
imprudent projections of future rental income could all result in financial
losses to the Council.

Therefore, continuation of the existing governance arrangements in relation
to this project, including appropriate reporting to Members and key
stakeholders at key points in the development, is paramount.

Although we have not noted any specific areas for concern at this point in time, given the capital
investment involved, uncertainty around returns, and the significance for the Council, it is
important that strong governance controls are maintained in relation to the Glassworks project.

Considering this is one of the largest and most challenging projects that the Council has ever
undertaken, the Council should continue to maintain appropriate governance, risk management
and financial management arrangements in place to continue to make informed decision making
regarding the Glassworks Project in 2019-20 and beyond. The Council should also consider
ensuring the Audit Committee is kept up to date with governance arrangements on the scheme.

Management response

+ Governance, Risk Management and Financial Management of the Glassworks development
remains one of the highest priority for the Council's SMT and Senior Elected Members
(Cabinet).

* Arepresentative of the Council's Internal Audit function (which is now responsible for
Governance & Risk Management) attends the Glassworks board in an advisory capacity and the
appointment of external cost control consultants in February 2019 has further strengthen the
transparency and financial management for the development.

+ The Glassworks Board is scheduled to meet on a monthly basis throughout the construction of
the development and 12 months post completion (until March 2023 at the earliest). Beyond this,
the board will migrate to become a new Glassworks (ongoing) management board.

* Regular reports/updates will continue to be made to the Audit Committee on the progress of the
development and ongoing management arrangement moving forwards.
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Action Plan — IT general controls audit

We have identified the recommendations for the Council as a result of issues identified during the course of our IT General controls audit. We have agreed our recommendations with
management and we will report on progress on these recommendations during the course of the 2019-20 audit. The matters reported here are limited to those deficiencies that we have
identified during the course of our IT audit and that we have concluded are of sufficient importance to merit being reported to you in accordance with auditing standards.

Rec Issue and risk

Recommendations

4 Dialogue users with access to || IIGzGzG

During our review, we noted four dialogue users with access to the
profile.

«  The I profile contains | system rights and should not

be used with any dialogue type accounts within the production
environment.

The I profile should be reserved for use within an emergency or fire-fighter type ID that can be locked
when not in use since most day to day administrative activities do not require such wide-ranging access as

provided by | IIEGzGz:z:N

Management Response:

The Council has a number of specialised users that have access to the | |} BBl One of these
accounts specifically relates to when the Council requires external SAP technical expertise and a
connection is opened in the SAP Support Portal and therefore is controlled and managed. The
remaining user accounts relate to Council officers who have the [l profile as a requirement to
fulfil their SAP support roles. Transaction history is recorded on a daily Profile Tailor report to allow for
review and investigation (where appropriate). | KGcGczcIEGINININGINININININININNNGNGNGGEEEEEE s
report is automatically submitted to the ICT Manager (SAP) for review and sample checking to mitigate
associated risks.

In conjunction with the above, the Council will review these roles and respective responsibilities on an
individual basis to assess whether new roles are to be subsequently designed.

In addition to the IT system controls, the wider control framework gives management further assurance
around the identification of any potential financial misstatements e.g. through regular budget
monitoring activity with finance professionals.

5 Generic test account with access to sensitive SAP t-codes

+ During review, we noted that a test accountjj|| | | I \as created
for testing purposes by one of the SAP IT Internal team. This account
was granted access to sensitive t-codes

* Access to sensitive t-codes and authorisation objects by generic test
accounts increases the risk of account misuse and processing of
unauthorised transactions. Considering that account activity is not
logged and reviewed, any misuse will also go undetected by
management.

We recommend that|j I dialogue account should be removed. If there is business need,
access and authorisation objects should be limited to the specific test functions for which the account
was created. Additionally, activities of this account should be logged and reviewed.

Management Response

This account (used by a designated SAP specialist) was provided with temporary additional access to
rule out authorisation issues while diagnosing a problem faced by a user during the year. If such test
accounts are required again in future, then this account will include a (as an essential requirement)
populated end date to automatically remove access.

The I 2ccount has been ‘locked’ and |l has since been removed.

These t-codes are now picked up on a daily Profile Tailor report which is auto submitted to the ICT
Manager (SAP) for review and action as appropriate.
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Action Plan — IT general controls Audit

Rec Issue and risk Recommendations

6 Access to data and altering utilities not properly restricted Management should ensure that customisable tables are adequately protected by preventing users from
using the SM30 or SM31 transaction code. Where this is not possible due to business requirements SAP
» During our review, we noted that there were five dialogue customisable tables should be protected via authorisation groups and users restricted in their access to
accounts with inappropriate access to modify SAP table data those authorisation groups.

via t-code SM30. As a minimum, no user with access to SM30 and SM31 should have a wild card entry (*) in the
DICBERCLS field of the S_ TABU_DIS authorisation object. In all cases where users (both IT and end user)
have access to SM30 and SM31, management should consider logging the use of these transactions and
should review them periodically.

» Unauthorised access to customised or standard data tables
increases the risk of data being edited directly potentially
resulting in unauthorised entries or database integrity
problems.

Management response

Of the accounts identified, two have already had this access removed and the other three are no longer set
as dialog users [which effectively means their accounts are “dormant” and cannot be accessed]. These
individuals access accounts were also removed from the corporate network (Active Directory) as part of the
leavers process. These accounts are not deleted as they are attached to historical processes configured over
time within SAP that cannot be transferred to an active user.

Ongoing monitoring of the use of SM30/SM31 is considered as part of the Profile Tailor report (within 1 hour
of access) which is automatically submitted to the ICT Manager (SAP) for review and action as appropriate.
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Action Plan — IT general controls Audit

Rec Issue and risk

Recommendations

Programmers have the ability to transport changes from
development to production via STMS

» During our review, we noted Programmers have the ability to
transport changes made in the development environment
directly to the production environment via STMS transport
tools

Programmers should not have access to any SAP transport utilities. This should be achieved by removing all
user records for programmers. Furthermore, programmers should not have any privileged access to the
operating system on the SAP server or have the ability to remotely call the SAP transport program 'tp'.

Management response

Programmers have access to production environment
with associated development keys

«  During our review, we noted |} NI ith access

to production environment with associated development
keys

* Access to both live data and system programming utilities
are incompatible user permissions.
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Management should ensure that programmers do not have more than view access to the production
environment. Where it is necessary for a ||l to replicate a problem in the production environment, this
should be done under very strict emergency/firefighter conditions using a system ID that is checked out
especially for the purpose of resolving the emergency. All actions taken by this firefighter ID should be logged in
SM21 and independently reviewed by management.

Management response

o1 the users identified do not have live accounts on the SAP system; they are historic users that performed
development work in previous periods and therefore their entries within the Development User tables exist. They
were removed from the corporate network (Active Directory) as part of the Council’s leaver’s process.

The recommendation provided is contradictory to SAP Best Practice Guidance. SAP Note 1710320 states that
SAP does not provide a method of maintaining this table and that they do not recommend performing manual
maintenance of the table. The remaining [l are SAP Specialists.

To segregate these two abilities, transactions will be assessed and new roles created to split these functions and
remove the highlighted risk. These new roles will then be allocated to named users to replace their current
authorisations / roles.

In the interim, Profile Tailor auto reports (see below) will be utilised to alert / inform the ICT Manager (SAP) of
activity in these areas.

In addition to the IT system controls, the wider control framework gives management further assurance around the
identification of any potential financial misstatements e.g. through regular budget monitoring activity with finance

rofessionals.
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Action plan - IT general controls Audit

Rec Issue and risk

Recommendations

10 Excessive number of dialogue accounts with access to SM37 and
SM36

+ During our review, we noted that the number of dialogue accounts with
access to SM37 and SM36 was excessive, as detailed below:
SM37 — 3413 dialogue active accounts
SM36 — 3413 dialogue active accounts

Management should ensure that batch administration utilities are restricted to appropriate users.
Access to SM37 and SM36 should be reviewed and restricted to authorised users in line with
their job responsibilities.

Management response

Restrictions are already imposed on the authorisation object S BTCH_JOB to only allow Delete,
List, Display Processing Log and Display Job Queue. It does not allow Releasing of Jobs or
Modifying Other Users’ Jobs.

11 Review and monitor of SM21 logs

«  During our review, we noted that logging was enabled, | EGczczNc
. The

SAP System logs all system errors, warnings, user locks due to
failed logon attempts from known users, and process messages in
the system log. The system log output screen is accessed via
transaction SM21

Management should identify changes made to the production environment using the various SAP
utilities available such as logs maintained in STO3, SM20 and SM21 or SCC4.

Management should consider review the use of certain sensitive transactions which can be
logged using the rsau/enable parameter in RSPARAM or via ST03. The appropriate measures
should be taken to ensure that the logs are stored off line and the relevant transactions to control
the logging are disabled for users who are being logged.

Management response

Monitoring the use of ST03, SM20, SM21 and SCC4 is considered via Profile Tailor report (within 1
hour of access) which is auto submitted to the ICT Manager (SAP). The ICT Manager (SAP) will
continue to undertake a spot check of these reports (see below) on a monthly basis. These will be
documented within an audit log evidence report with the outcomes recorded as appropriate.

SM21 logs are reviewed daily and stored as read only. Daily checks are undertaken to evidence
that the audit logs have been checked on SAP for audit trail purposes.

For SCC4 changes would go through IT Services O-CAB (ITIL) process for approval.
In addition to the IT system controls, the wider control framework gives management further

assurance around the identification of any potential financial misstatements e.g. through regular
budget monitoring activity with finance professionals.
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Action Plan — IT general controls Audit

Rec Issue and risk

Recommendations

12 Lack of user access reviews for SAP

- I
I 1his finding was previously raised by Internal Audit
and we acknowledged that management are currently implementing
the Internal Audit recommendation through a project SAP role review
(Finance SAP roles and Authorisation review) with a target
completion date of December 2019

User access review should be carried out at least annually. The user access review should consist
of two primary objectives:

1. assess whether the user still requires SAP access
2. assess whether the user should retain the authorisations currently held.

Business unit/line managers should certify confirming appropriateness of SAP access for users
within their departments.

Management response

A comprehensive review of all financial access across the whole Council has been undertaken.
This has resulted in the removal of a number of role assignments to current users of SAP finance.
SAP user access is reviewed annually as part of our own Internal Audit core system audit process.

Currently, the Council is undertaking a full review of all unused roles and transactions with a view
to removing any roles/transactions after thorough testing has been completed. The conclusion will
be that only bona fide transactions are left available to use for processing information to fulfil roles

and responsibilities. | IEEEEEG_—_—_————

IT Services are also producing a Starter, Changes and Leavers Policy and ITIL Process, with a
view to implement across the Council later this year. This will use Profile Tailor workflow
processes to identify such users, and prompts for actions e.g. amend, remove or add access.
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Appendix B: Audit Adjustments

We are required to report all non trivial misstatements to those charged with governance, whether or not the accounts have been adjusted by management.

Impact of adjusted misstatements

All adjusted misstatements are set out in detail below along with the impact on the key statements and the reported net expenditure for the year ending 31 March 2019.

Comprehensive Income and

Statement of Financial

Impact on the Council’s

Detail Expenditure Statement £000 Position £°000 useable reserves

1 Prior Period Adjustment — disposal of Horizon school building 37,725 (37,028) This increases the loss on
We identified a material prior period adjustment regarding the disposal 2017-18 loss on disposal 2017-18 reduction in PPE Sfrzg:f;l{a;i':/éh:ciglﬁlsand
of Horizon Community College to the Horizon Archbishop Holgate (697) & reduced the loss on disposal
Foundation Trust in June 2017. The asset was legally disposed of in . )
June 2017 however, it was not accounted for in the 2017-18 accounts 2017-18 Depreciation No change to 2018-19 PPE sh.ovlvn for 2018-19. _
but was instead included in the 2018-19 accounts. & It is important to note that this

adjustment does not impact on

Considering the disposal related to the prior period and was also Reverse out from 2018-19 loss on the Council’s level of useable
material, it met the definition of a prior period adjustment under disposal reserves.
accounting standards and the CIPFA Code.

2 Pension Liabilities — McCloud legal case 12,573 (12,401) There is no impact on the

As a result of Supreme Court’s decision on 27 June 2019 denying the
Government to appeal against the ‘McCloud case’ gave rise to reassess
the Council’s IAS19 liabilities and associated disclosures. The Council
is responsible for making the estimates included in the financial
statements and for ensuring that the financial statements are not
materially misstated which also includes IAS19 entries.

Due to significant amounts involved under pension liabilities, Council
made a decision and instructed its actuary to run a revised IAS19 report
incorporating the impact of McCloud and GMP Judgement.

The assessment is expected to result in a material change to the
previously reported pension liabilities in the draft accounts (up to a
maximum of c£12m).

We anticipate the Council will incorporate the revised figures into the
financial statements once received from the actuary.

Increase in Surplus / Deficit on
Provision of Services

(172)

Decrease in Actuarial Gains /
Losses

Increase in pension liability

12,401

Increase in pension reserve
deficit

Authority’s useable reserves
arising from this adjustment.

Overall impact

No impact on useable
reserves
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Audit Adjustments

We are required to report all non trivial misstatements to those charged with governance, whether or not the accounts have been adjusted by management.

Misclassification and disclosure changes
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.

No. Adjustment Type Description and value Account Balance Updated in the revised

accounts?
1. Disclosure Fees to Grant Thornton regarding Housing Benefit, Teachers Pension and Pooling Capital External Audit Costs ‘/
Housing Receipts were updated to reflect all non audit related services Note 14
2. Disclosure This note was updated to reflect required disclosures in line with accounting guidance for all Officers’ Remuneration ‘/
Senior Officers’ remuneration in respect of 2018-19. Note 13
3. Disclosure Minor presentational adjustments were made to the Narrative Report to ensure the content was Narrative Report ‘/
consistent with the financial information and the activities during year ended 31 March 2019.
5. Disclosure Minor updates were made to Related Party Disclosure note to further reflect the nature and Related Parties ‘/
essence of this note. Note 17
6 Disclosure The revaluations table was updated to reflect that it shows cost or valuations rather than the Net Revaluations ‘/
Book Value Note 19
7 Disclosure Group Accounts notes were updated and additional narrative was added to further reflect the Group accounts ‘/
restatement of the accounts due to inclusion of Penistone Grammar Trust being consolidated in
the group accounts for the first time.
8 Disclosure Accounting Policies were reviewed and the following changes were agreed with management: Accounting polices ‘/
» AUC are not depreciated. Draft accounts indicated that they are reported at ‘depreciated
historical cost’
» The depreciation table which indicated Council Houses have 15-50 years economic life was
updated to reflect the correct banding for buildings
9 Disclosure A brief note was added to explain why the pension liability is not equal to the pension reserve as Defined Benefit ‘/
at 31 March 2019 due to advance payments made in the prior year. Pension Schemes
Note 38
10 Disclosure A correction for an original typo which stated that the basic amount of council tax for a band D Collection Fund

property in 2018-19 was £1,660.90M — now updated without the “M”.
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Audit Adjustments

Impact of unadjusted misstatements

At the time of this report, there are no unadjusted errors identified in our 2018-19 audit. All identified adjustments have been processed by the management.

Other matters

During our work on Property Plant and Equipment, we identified that some elements of the Council’s land had been depreciated incorrectly in 2017-18 accounts. Land has infinite life and
should not be deprecated in line with the Council’s accounting policy on depreciation and standard accounting practices.

The depreciation charged against land has been quantified as £2.2m. The error is not material and, unlike the Horizon school building, does not warrant a prior period adjustment under
the CIPFA Code and accounting standards.

The Council has corrected this matter within the 2018-19 accounts.
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Appendix C: Fees

We confirm below our final fees charged for the audit and provision of non-audit services.

Audit Fees
2017-18 fee
Proposed fee Final fee (to predecessor auditor)
Authority Audit £104,718 £104,718* £135,998
Total audit fees (excluding VAT) £104,718 £104,718* £135,998

* We wish to note that in light of the additional audit work to be performed on the Pension balances and entries in the Authority’s accounts (as a result of the McCloud judgement and
GMP), and the additional work performed on PPE, there is likely to be an additional fee proposed for this audit work. We will discuss any additional fees with the S151 Officer and the
Audit Committee. We will provide an update on this in our Annual Audit Letter, due to be presented to the Audit Committee in September 2019.

The audit fees reconcile to note 14 in the financial statements.

Non Audit Fees

Fees for other services Fees £

Audit related services:

» Housing Benefit Certification 16,400
» Certification of Teachers’ Pension Return 4,200
» Pooling of Housing Capital Receipts 3,000
Total audit related services 23,600

Non-audit services:
* None _
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Appendix D: Audit opinion (proposed)

We anticipate we will provide the Group and Council with an unmodified ‘clean’ audit opinion by 31 July 2019

Independent auditor’s report to the members of Barnsley Metropolitan Borough
Council
Report on the Audit of the Financial Statements Opinion

We have audited the financial statements of Barnsley Metropolitan Borough Council
(the ‘Authority’) and its subsidiaries (the ‘group’) for the year ended 31 March 2019
which comprise the Movement in Reserves Statement, the Comprehensive Income and
Expenditure Statement, the Balance Sheet, the Cash Flow Statement, Notes to the
Core Financial Statements, Housing Revenue Account Comprehensive Income and
Expenditure Statement, the Movement on the Housing Revenue Account Balance
Statement, the Collection Fund Statement, the Group Movement in Reserves
Statement, the Group Comprehensive Income and Expenditure Statement, the Group
Balance Sheet and the Group Cash Flow Statement, Notes to the Group Accounts,
Annex A comprising the Authority’s Accounting Policies, Annex B comprising Critical
Judgements, Assumptions, Estimations made within the accounts. 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
2018-19.

In our opinion, the financial statements:

» give a true and fair view of the financial position of the group and of the Authority as
at 31 March 2019 and of the group’s expenditure and income and the Authority’s
expenditure and income for the year then ended

* have been prepared properly in accordance with the CIPFA/LASAAC code of
practice on local authority accounting in the United Kingdom 2018/19

* have been prepared in accordance with the requirements of the Local Audit and
Accountability Act 2014.

Basis for opinion

We conducted our audit in accordance with International Standards on Auditing (UK)

(ISAs (UK)) and applicable law. Our responsibilities under those standards are further

described in the ‘Auditor’s responsibilities for the audit of the financial statements’

section of our report. We are independent of the group and the Authority in accordance
with the ethical requirements that are relevant to our audit of the financial statements in
the UK, including the FRC’s Ethical Standard, and we have fulfilled our other ethical
responsibilities in accordance with these requirements. We believe that the audit
evidence we have obtained is sufficient and appropriate to provide a basis for our
opinion
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Conclusions relating to going concern

We have nothing to report in respect of the following matters in relation to which the ISAs

(UK) require us to report to you where:

» the Service Director for Finance, Chief Financial Officer’s use of the going concern basis
of accounting in the preparation of the financial statements is not appropriate

» the Service Director for Finance, Chief Financial Officer has not disclosed in the financial
statements any identified material uncertainties that may cast significant doubt about the
group’s or the Authority’s ability to continue to adopt the going concern basis of
accounting for a period of at least twelve months from the date when the financial
statements are authorised for issue

Other information

The Service Director for Finance, Chief Financial Officer is responsible for the other
information. The other information comprises the Narrative Report included in the
Statements of Accounts and the 2018-19 Annual Governance Statement published
separately to the Statement of Accounts. Other information excludes the Authority and group
financial statements and our auditor’s report thereon. Our opinion on the financial
statements does not cover the other information and, except to the extent otherwise
explicitly stated in our report, we do not express any form of assurance conclusion thereon.

In connection with our audit of the financial statements, our responsibility is to read the other
information and, in doing so, consider whether the other information is materially
inconsistent with the financial statements or our knowledge of the group and Authority
obtained in the audit or otherwise appears to be materially misstated. If we identify such
material inconsistencies or apparent material misstatements, we are required to determine
whether there is a material misstatement in the financial statements or a material
misstatement of the other information. If, based on the work we have performed, we
conclude that there is a material misstatement of this other information, we are required to
report that fact.

We have nothing to report in this regard.
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Audit opinion (proposed)

Other information we are required to report on by exception under the Code of
Audit Practice

Under the Code of Audit Practice published by the National Audit Office on behalf of
the Comptroller and Auditor General (the Code of Audit Practice) we are required to
consider whether the Annual Governance Statement does not comply with the
‘Delivering Good Governance in Local Government: Framework (2016)’ published by
CIPFA and SOLACE or is misleading or inconsistent with the information of which we
are aware from our audit. We are not required to consider whether the Annual
Governance Statement addresses all risks and controls or that risks are satisfactorily
addressed by internal controls.

We have nothing to report in this regard

Opinion on other matter required by the Code of Audit Practice

In our opinion, based on the work undertaken in the course of the audit of the financial
statements and our knowledge of the Authority gained through our work in relation to
the Authority’s arrangements for securing economy, efficiency and effectiveness in its
use of resources, the other information, which is the Narrative Report and the Annual
Governance Statement for the financial year for which the financial statements are
prepared is consistent with the financial statements.

Matters on which we are required to report by exception

Under the Code of Audit Practice, we are required to report to you if:

+ we issue a report in the public interest under section 24 of the Local Audit and
Accountability Act 2014 in the course of, or at the conclusion of the audit; or

+ we make a written recommendation to the Authority under section 24 of the Local
Audit and Accountability Act 2014 in the course of, or at the conclusion of the audit;
or

+ we make an application to the court for a declaration that an item of account is
contrary to law under Section 28 of the Local Audit and Accountability Act 2014 in
the course of, or at the conclusion of the audit; or;

+ we issue an advisory notice under Section 29 of the Local Audit and Accountability
Act 2014 in the course of, or at the conclusion of the audit; or

+ we make an application for judicial review under Section 31 of the Local Audit and
Accountability Act 2014, in the course of, or at the conclusion of the audit.

We have nothing to report in respect of the above matters.
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Responsibilities of the Authority, the Service Director for Finance, Chief Financial
Officer and Those Charged with Governance for the financial statements

As explained more fully in the Statement of Responsibilities for the Statement of Accounts,
the Authority is required to make arrangements for the proper administration of its financial
affairs and to secure that one of its officers has the responsibility for the administration of
those affairs. In this Authority, that officer is the Service Director for Finance, Chief
Financial Officer. The Service Director for Finance, Chief Financial 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 2018-19, for being satisfied that they give
a true and fair view, and for such internal control as the Service Director for Finance, Chief
Financial Officer’'s determines is necessary to enable the preparation of financial
statements that are free from material misstatement, whether due to fraud or error.

In preparing the financial statements, the Service Director for Finance, Chief Financial
Officer is responsible for assessing the group’s and the Authority’s ability to continue as a
going concern, disclosing, as applicable, matters related to going concern and using the
going concern basis of accounting unless there is an intention by government that the
services provided by the Authority will no longer be provided

The full Council is Those Charged with Governance. Those charged with governance are
responsible for overseeing the Authority’s financial reporting process.

Auditor’s responsibilities for the audit of the financial statements

Our objectives are to obtain reasonable assurance about whether the financial statements
as a whole are free from material misstatement, whether due to fraud or error, and to issue
an auditor’s report that includes our opinion. Reasonable assurance is a high level of
assurance, but is not a guarantee that an audit conducted in accordance with ISAs (UK)
will always detect a material misstatement when it exists. Misstatements can arise from
fraud or error and are considered material if, individually or in the aggregate, they could
reasonably be expected to influence the economic decisions of users taken on the basis of
these financial statements.
A further description of our responsibilities for the audit of the financial statements is
located on the Financial Reporting Council’s website at:

. This description forms part of our auditor’s report.
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Audit opinion (proposed)

Report on other legal and regulatory requirements - Conclusion on the
Authority’s arrangements for securing economy, efficiency and effectiveness in
its use of resources

Conclusion

On the basis of our work, having regard to the guidance on the specified criterion
issued by the Comptroller and Auditor General in November 2017, we are satisfied that
the Authority put in place proper arrangements for securing economy, efficiency and
effectiveness in its use of resources for the year ended 31 March 2019.

Responsibilities of the Authority

The Authority is responsible for putting in place proper arrangements for securing
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.

Auditor’s responsibilities for the review of the Authority’s arrangements for
securing economy, efficiency and effectiveness in its use of resources

We are required under Section 20(1)(c) of the Local Audit and Accountability Act 2014
to be satisfied that the Authority has made 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.

We have undertaken our review in accordance with the Code of Audit Practice, having
regard to the guidance on the specified criterion issued by the Comptroller and Auditor
General in November 2017, as to whether in all significant respects the Authority had
proper arrangements to ensure it took properly informed decisions and deployed
resources to achieve planned and sustainable outcomes for taxpayers and local
people. The Comptroller and Auditor General determined this criterion as that
necessary for us to consider under the Code of Audit Practice in satisfying ourselves
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 2019.
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 be satisfied that
the Authority has put in place proper arrangements for securing economy, efficiency
and effectiveness in its use of resources.
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Report on other legal and regulatory requirements - Delay in certification of
completion of the audit

We cannot formally conclude the audit and issue an audit certificate in accordance with the
requirements of the Local Audit and Accountability Act 2014 and the Code of Audit Practice
until we have completed the work necessary to issue our Whole of Government Accounts
(WGA) Component Assurance statement for the Authority for the year ended 31 March
2019. We are satisfied that this work does not have a material effect on the financial
statements or on our conclusion on the Authority's arrangements for securing economy,
efficiency and effectiveness in its use of resources for the year ended 31 March 2019.

Use of our report

This report is made solely to the members of the Authority, as a body, in accordance with
Part 5 of the Local Audit and Accountability Act 2014 and as set out in paragraph 43 of the
Statement of Responsibilities of Auditors and Audited Bodies published by Public Sector
Audit Appointments Limited. Our audit work has been undertaken so that we might state to
the Authority’s members those matters we are required to state to them in an auditor's
report and for no other purpose. 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.

TO BE SIGNED
Gareth Mills, Key Audit Partner

for and on behalf of Grant Thornton UK LLP, Local Auditor

Leeds

Date: TBC
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