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Introduction & headlines

Purpose

This document provides an update to the planned scope and timing of the statutory audit of Cheltenham Borough Council (‘the Authority’) as reported in our Audit Plan dated 11t March 2020, for those charged
with governance.

The current environment

In addition to the audit risks communicated to those charged with governance in our Audit Plan on 11t March 2020, recent events have led us to update our planning risk assessment and reconsider our audit
and value for money (VfM) approach to reflect the unprecedented global response to the Covid-19 pandemic. The significance of the situation cannot be underestimated and the implications for individuals,
organisations and communities remains highly uncertain. For our public sector audited bodies, we appreciate the significant responsibility and burden your staff have to ensure vital public services are provided.
As far we can, our aim is to work with you in these unprecedented times, ensuring up to date communication and flexibility where possible in our audit procedures.

Impact on our audit and VfM work

Management and those charged with governance are still required to prepare financial statements in accordance with the relevant accounting standards and the Code of Audit Practice, albeit to an extended
deadline for the preparation of the financial statements up to 31 August 2020 and the date for audited financials statements to 30 November 2020, however we will liaise with management to agree appropriate
timescales. We continue to be responsible for forming and expressing an opinion on Cheltenham Borough Council’s financial statements and VfM arrangements.

In order to fulfil our responsibilities under International Auditing Standards (ISA’s (UK)) we have revisited our planning risk assessment. We may also need to consider implementing changes to the procedures we
had planned and reported in our Audit Plan to reflect current restrictions to working practices, such as the application of technology to allow remote working. Additionally, it has been confirmed since our Audit Plan
was issued that the implementation of IFRS 16 has been delayed for the public sector until 2020/21.

Changes to our audit approach

To date we have:

» Identified a new significant financial statement risk, as described overleaf.

* Reviewed the materiality levels we determined for the audit. We did not identify any changes to our materiality assessment as a result of the risk identified due to Covid-19.

Changes to our VfM approach

We have updated our VfM risk assessment to document our understanding of your arrangements to ensure critical business continuity in the current environment. We have not identified any new V{M risks in
relation to Covid-19.

Conclusion

We will ensure any further changes in our audit and VfM approach and procedures are communicated with management and reported in our Audit Findings Report. We wish to thank management for their timely
collaboration in this difficult time.
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Significant risks identified — Covid — 19 pandemic

Risk Reason for risk identification

Key aspects of our proposed response to the risk

Covid - 19 The global outbreak of the Covid-19 virus pandemic has led to unprecedented uncertainty for all organisations,
requiring urgent business continuity arrangements to be implemented. We expect current circumstances will have an
impact on the production and audit of the financial statements for the year ended 31 March 2020, including and not
limited to;

* Remote working arrangements and redeployment of staff to critical front line duties may impact on the quality and
timing of the production of the financial statements, and the evidence we can obtain through physical observation

» Volatility of financial and property markets will increase the uncertainty of assumptions applied by management to
asset valuation and receivable recovery estimates, and the reliability of evidence we can obtain to corroborate
management estimates

» Financial uncertainty will require management to reconsider financial forecasts supporting their going concern
assessment and whether material uncertainties for a period of at least 12 months from the anticipated date of
approval of the audited financial statements have arisen; and

» Disclosures within the financial statements will require significant revision to reflect the unprecedented situation and
its impact on the preparation of the financial statements as at 31 March 2020 in accordance with IAS1, particularly in
relation to material uncertainties.

We therefore identified the global outbreak of the Covid-19 virus as a significant risk, which was one of the most
significant assessed risks of material misstatement.

We will:

*  Work with management to understand the implications the response to the
Covid-19 pandemic has on the organisation’s ability to prepare the financial
statements and update financial forecasts and assess the implications on our
audit approach

» Liaise with other audit suppliers, regulators and government departments to
co-ordinate practical cross sector responses to issues as and when they arise

« Evaluate the adequacy of the disclosures in the financial statements in light of
the Covid-19 pandemic.

» Evaluate whether sufficient audit evidence using alternative approaches can
be obtained for the purposes of our audit whilst working remotely

Evaluate whether sufficient audit evidence can be obtained to corroborate
significant management estimates such as asset valuations and recovery of
receivable balances

» Evaluate management’s assumptions that underpin the revised financial
forecasts and the impact on management’s going concern assessment

» Discuss with management any potential implications for our audit report if we
have been unable to obtain sufficient audit evidence
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Independence & non-audit services

Auditor independence

Auditor independence Ethical Standards and ISA (UK) 260 require us to give you timely disclosure of all significant facts and matters that may bear upon the integrity, objectivity and independence of the firm or covered persons
relating to our independence. We encourage you to contact us to discuss these or any other independence issues with us. We will also discuss with you if we make additional significant judgements surrounding independence
matters.

In this context, we disclose the following to you that a member of our wider public sector assurance team is due to take up a post of employment within Publica Group (Support) Ltd in May 2020 as Deputy Chief Financial Officer
to Cotswold District Council, with further responsibilities as Chief Accountant in Publica Group (Support) Ltd. This individual does not work on this audit engagement so we consider that this fact has had no bearing on our audit
judgement or independence. We have safeguarded the perceived threat to independence by ensuring the member of staff is not involved with the audit, with assurance received from the Chief Financial Officer (Section 151
Officer) that once working at Publica, the individual will not:

* have access to view or amend the Cheltenham Borough Council general ledger

« instruct staff on any transactions which affect the Cheltenham Borough Council accounts.

* prepare or have any input into the Financial Statements for Cheltenham Borough Council

* have line management responsibility for any members of staff who are based in Cheltenham

We confirm that we have implemented policies and procedures to meet the requirements of the Financial Reporting Councils 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 Offices Auditor Guidance Note 01 issued in December 2017 and PSAA’s Terms of
Appointment which sets out supplementary guidance on ethical requirements for auditors of local public bodies.

Other services provided by Grant Thornton

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

Service £ Threats Safeguards
Audit related:

Agreed upon procedures 19,906 Self-Interest (because thisisa The level of this recurring fee taken on its own is not considered a significant threat to independence as the fee for this work is £19,906 in
on the Authority’s Housing recurring fee) comparison to the total fee for the audit of £45,543 and in particular relative to Grant Thornton UK LLP’s turnover overall. Further, it is a
Benefits claim fixed fee and there is no contingent element to it. These factors all mitigate the perceived self-interest threat to an acceptable level.
Agreed upon procedures To be agreed  Self-Interest (because thisisa The level of this recurring fee taken on its own is not considered a significant threat to independence due to the fee for this work in

on the Authority’s pooling recurring fee comparison to the total fee for the audit of £45,543 and in particular relative to Grant Thornton UK LLP’s turnover overall. Further, it is a
of housing capital receipts fixed fee and there is no contingent element to it. These factors all mitigate the perceived self-interest threat to an acceptable level.

return

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 group’s policy on the
allotment of non-audit work to your auditors. All services have been approved by the Audit Compliance and Governance Committee. Any changes and full details of all fees charged for audit related and non-audit related
services by Grant Thornton UK LLP and by Grant Thornton International Limited network member Firms will be included in our Audit Findings report at the conclusion of the audit. None of the services provided are subject to
contingent fees.

The firm is committed to improving our audit quality — please see our transparency report - https://www.grantthornton.co.uk/globalassets/1.-member-firms/united-kingdom/pdf/annual-reports/interim-transparency-report-
2019.pdf
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