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Introduction

Partner

This paper provides the Audit and Governance Committee with a report on
progress in delivering our responsibilities as your external auditors.

T: 07919025198
E: Paul. Dossett @uk.gt.com

The paper also includes a summary of emerging national issues and developments that may be relevant to you as a
local authority.

Paul Dossett

Members of the Audit and Governance Committee can find further useful material on our website, where we have a
section dedicated to our work in the public sector. Here you can download copies of our publications
www.grantthornton.co.uk.
Geraldine Daly
Audit Lead

If you would like further information on any items in this briefing, or would like to register with Grant Thornton to
receive regular email updates on issues that are of interest to you, please contact either your Engagement Lead or
Engagement Manager.

T:07500 783992
E: geri.n.daly@uk.gt.com
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Progress at July 2020

Financial Statements Audit

Value for Money

We began our planning for the 2019/20 audit in February. We completed our
interim work in March and April.

The scope of our work is set out in the guidance issued by the National Audit Office.
The Code requires auditors to satisfy themselves that; "the Council has made proper
arrangements for securing economy, efficiency and effectiveness in its use of
resources".

Our interim fieldwork includes:
•

updated review of the Council’s control environment;

•

updated understanding of financial systems;

•

review of Internal Audit reports on core financial systems;

The guidance confirmed the overall criterion as: "in all significant respects, the
audited body had proper arrangements to ensure it took properly informed decisions
and deployed resources to achieve planned and sustainable outcomes for taxpayers
and local people".

•

early work on emerging accounting issues; and

The three sub criteria for assessment to be able to give a conclusion overall are:

•

early substantive testing.

•

Informed decision making

We issued a detailed audit plan, following the conclusion of planning and
interim work in early April and presented this to the last Audit and
Governance Committee.

•

Sustainable resource deployment

•

Working with partners and other third parties

We will report our work in the Audit Findings Report and aim to give our
opinion on the Statement of Accounts by the revised deadline, which is 30th
November 2020.

Details of our initial risk assessment to determine our approach was included in our
Audit Plan. Our focus for 2019/20 will be on the following:
- Financial Sustainability and medium term financial planning
- The impact of the Covid-19 pandemic on the Council’s costs and income streams.
We will report our work in the Audit Findings Report and aim to give our Value For
Money Conclusion by the end of September 2020.

.
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Progress at July 2020 (cont.)
Other areas
Certification of claims and returns
The review of your Housing Benefits subsidy return is no longer covered by Public
Sector Audit Appointments Ltd and Councils appoint their own reporting accountants.
The Council appointed Grant Thornton UK LLP for this work in 2018/19 and 2019/20
and has notified the Department for Work and Pensions (DWP).
Meetings
We continue to meet Finance Officers as part of our regular liaison meetings and
continue to be in discussions with finance staff regarding emerging developments and
to ensure the audit process is smooth and effective.
Events
We provide a range of workshops, along with network events for members and
publications to support the Council. We are currently undertaking a series of
workshops, to which the Council have been invited, focusing upon the impact of the
COVID-19 Pandemic on financial reporting and auditing.

© 2020 Grant Thornton UK LLP.

Audit Fees
During 2017, PSAA awarded contracts for audit for a five year period beginning on 1 April
2018. 2019/20 is the second year of that contract. Since that time, there have been a
number of developments within the accounting and audit profession. Across all sectors
and firms, the Financial Reporting Council (FRC) has set out its expectation of improved
financial reporting from organisations and the need for auditors to demonstrate increased
scepticism and challenge and to undertake additional and more robust testing.
Our work in the Local Government sector in 2018/19 has highlighted areas where financial
reporting, in particular, property, plant and equipment and pensions, needs to improve.
There is also an increase in the complexity of Local Government financial transactions and
financial reporting. This combined with the FRC requirement that all Local Government
audits are at or above the “few improvements needed” (2A) rating means that additional
audit work is required.
We have reviewed the impact of these changes on both the cost and timing of audits. The
breakdown of our fees for 2018/19 and 2019/20 are separate agenda items.
As a firm, we are absolutely committed to meeting the expectations of the FRC with regard
to audit quality and local government financial reporting.
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Audit Deliverables

2019/20 Deliverables

Planned Date

Status

Fee Letter

April 2020

Completed see separate
agenda item.

April 2020

Completed and presented to
the Audit and Governance
Committee in May 2020.

October 2020

Not yet due

October 2020

Not yet due

December 2020

Not yet due

Confirming audit fee for 2019/20.
Audit Plan
We are required to issue a detailed audit plan to the Audit and Governance Committee setting out our
proposed approach in order to give an opinion on the Council’s 2019-20 financial statements and a Conclusion
on the Council’s Value for Money arrangements.
Audit Findings Report
The Audit Findings Report will be reported to the Audit and Governance Committee by the end of September
2020
Auditors Report
This is the opinion on your financial statements, annual governance statement and value for money
conclusion.
Annual Audit Letter
This letter communicates the key issues arising from our work.

© 2020 Grant Thornton UK LLP.
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Redmond Review – Review of local authority
financial reporting and external audit
The independent review led by Sir Tony Redmond sought
views on the quality of local authority financial reporting and
external audit. The consultation ran from 17 September 2019
to 20 December 2019.

•

Investing in improving the quality of financial reporting by local bodies;

•

A realistic timescale for audit reporting, with opinion sign off by September each year,
rather than July;

•

An increase in audit fees to appropriate levels that reflect current levels of complexity and
regulatory focus;

Grant Thornton provided a comprehensive submission, We believe that local authority
financial reporting and audit is at a crossroads. Recent years have seen major changes.
More complex accounting, earlier financial close and lower fees have placed pressure on
authorities and auditors alike. The target sign-off date for audited financial statements of 31
July has created a significant peak of workload for auditors. It has made it impossible to
retain specialist teams throughout the year. It has also impacted on individual auditors’ wellbeing, making certain roles difficult to recruit to, especially in remote parts of the country.

•

A more tailored and proportional approach to local audit regulation, implementing the
Kingman recommendations in full;

•

Ensuring that Value for Money audit work has a more impactful scope, as part of the
current NAO Code of Audit Practice refresh;

•

Introducing urgent reforms which help ensure future audit arrangements are sustainable
and attractive to future generations of local audit professionals.

Meanwhile, the focus on Value for Money, in its true sense, and on protecting the interests of
citizens as taxpayers and users of services are in danger of falling by the wayside. The use
of a black and white ‘conclusion’ has encouraged a mechanistic and tick box approach, with
auditors more focused on avoiding criticism from the regulator than on producing Value for
Money reports that are of value to local people.

We note that Sir Donald Brydon, in his review published this week, has recommended that
“the Audit, Reporting and Governance Authority (ARGA) (the proposed new regulatory body)
should facilitate the establishment of a corporate auditing profession based on a core set of
principles. (This should include but not be limited to) the statutory audit of financial
statements.” Recognising the unique nature of public audit, and the special importance of
stewardship of public money, we also recommend that a similar profession be established
for local audit. This should be overseen by a new public sector regulator.

In this environment, persuading talented people to remain in the local audit market is difficult.
Many of our promising newly qualified staff and Audit Managers have left the firm to pursue
careers elsewhere, often outside the public sector, and almost never to pursue public audit
at other firms. Grant Thornton is now the only firm which supports qualification through
CIPFA. It is no longer clear where the next generation of local auditors will come from.
We believe that now is the time to reframe both local authority financial reporting and local
audit. Specifically, we believe that there is a need for:
•

More clearly established system leadership for local audit;

•

Simplified local authority financial reporting, particularly in the areas of capital accounting
and pensions;

© 2020 Grant Thornton UK LLP.

As the reviews by John Kingman, Sir Donald Brydon, and the CMA have made clear, the
market, politicians and the media believe that, in the corporate world, both the transparency
of financial reporting and audit quality needs to be improved. Audit fees have fallen too low,
and auditors are not perceived to be addressing the key things which matter to stakeholders,
including a greater focus on future financial stability. The local audit sector shares many of
the challenges facing company audit. All of us in this sector need to be seen to be stepping
up to the challenge. This Review presents a unique opportunity to change course, and to
help secure the future of local audit, along with meaningful financial reporting.
.”
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National Audit Office – Code of Audit Practice
The Code of Audit Practice sets out what local auditors of
relevant local public bodies are required to do to fulfil their
statutory responsibilities under the Local Audit and
Accountability Act 2014. ‘Relevant authorities’ are set out in
Schedule 2 of the Act and include local councils, fire
authorities, police and NHS bodies.
Local auditors must comply with the Code of Audit Practice.
Consultation – New Code of Audit Practice from 2020
Schedule 6 of the Act requires that the Code be reviewed, and revisions considered at least
every five years. The current Code came into force on 1 April 2015, and the maximum fiveyear lifespan of the Code means it now needs to be reviewed and a new Code laid in
Parliament in time for it to come in to force no later than 1 April 2020.
In order to determine what changes might be appropriate, the NAO consulted on potential
changes to the Code in two stages:
Stage 1 involved engagement with key stakeholders and public consultation on the issues
that are considered to be relevant to the development of the Code.
The NAO received a total of 41 responses to the consultation which included positive
feedback on the two-stage approach to developing the Code that has been adopted. The
NAO stated that they considered carefully the views of respondents in respect of the points
drawn out from the Issues paper and this informed the development of the draft Code. A
summary of the responses received to the questions set out in the Issues paper can be
found below.

Stage 2 of the consultation involved consulting on the draft text of the new Code. To support
stage 2, the NAO published a consultation document, which highlighted the key changes to
each chapter of the draft Code. The most significant changes are in relation to the Value for
Money arrangements. The draft Code incudes three specific criteria that auditors must
consider:
a)

Financial sustainability: how the body plans and manages its resources to ensure it can
continue to deliver its services;

b)

Governance: how the body ensures that it makes informed decisions and properly
manages its risks; and

c)

Improving economy, efficiency and effectiveness: how the body uses information about
its costs and performance to improve the way it manages and delivers its services.

The auditor will be required to provide a commentary on the arrangements in place to secure
value for money. Where significant weaknesses are identified the auditor should make
recommendations setting out
•

Their judgement on the nature of the weakness identified

•

The evidence on which their view is based

•

The impact on the local body

•

The action the body needs to take to address the weakness

The consultation document and a copy of the new Code can be
found on the NAO website. The new Code will apply from audits
of local bodies’ 2020-21 financial statements onwards.
Link to NAO webpage for the new Code:
https://www.nao.org.uk/code-audit-practice/wpcontent/uploads/sites/29/2020/01/Code_of_audit_practice_2020.pdf

Local audit in England Code of Audit Practice – Consultation Response (pdf – 256KB)

© 2020 Grant Thornton UK LLP.
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What is the future for local audit?
Paul Dossett, Head of local government at Grant Thornton,
has written in the Municipal Journal “Audit has been a hot
topic of debate this year and local audit is no exception. With
a review into the quality of local audit now ongoing, it’s critical
that part of this work looks at the overarching governance and
management of the audit regime. We believe there is a strong
need for new oversight arrangements if the local audit regime
is to remain sustainable and effective in the future.”

These various bodies have pursued separate objectives in areas such as audit fee reduction,
scope of work, compliance with commercial practice, earlier reporting deadlines and
mirroring commercial accounting conventions – to name just a few.
This has resulted in a regime that no stakeholder is wholly satisfied with and one that does
not ensure local audit is providing a sufficiently robust and holistic oversight of public
spending.

To help provide a more cohesive and co-ordinated approach within the sector, we believe
that new oversight arrangements should be introduced. These would have ultimate
responsibility for ensuring the sustainability of the local audit regime and that its component
parts – including the Audit Code, regulation, market management and fees – interact in an
optimal way. While these arrangements do not need to be another Audit Commission, we
need to have a strategic approach to addressing the financial sustainability challenges facing
Paul goes on to write “Local (local authority and NHS) audit has been a key part of the
local government and the NHS, the benchmarking of performance and the investigation of
oversight regime for public services for more than a century. The National Audit Office (NAO)
governance failings.
has exercised this role in central government for several generations and their reporting to
Parliament via the Public Accounts Committee is a key part of the public spending
There are a number of possible solutions including:
accountability framework.
1) The creation of a new arm’s length agency with a specific remit for overseeing and
Local audit got a significant boost with the creation of the Audit Commission in 1983 which
joining up local audit. It would provide a framework to ensure the sustainability of the
provided a coordinated, high profile focus on local government and (from 1990) NHS
regime, covering fees, appointments, and audit quality. The body would also help to
spending and performance at a local level. Through undertaking value for money reviews
create a consistent voice to government and relevant public sector stakeholders on key
and maintaining a tight focus on the generational governance challenges, such as rate
issues arising from the regime. Such a body would need its own governance structure
capping in the 1980s and service governance failings in the 1990s, the Commission provided
drawn from the public sector and wider business community; and
a robust market management function for the local audit regime. Local audit fees,
2) Extending the current remit of the NAO. Give it total oversight of the local audit regime
appointments, scope, quality and relevant support for auditors all fell within their ambit.
and, in effect, establish a local audit version of the NAO, with all the attendant powers
However, the Commission was ultimately deemed, among other things, to be too expensive
exercised in respect of local audit. In this context, there would be a need to create
and was abolished in 2010, as part of the Coalition Government’s austerity saving plans.
appropriate governance for the various sectors, similar to the Public Accounts
While the regime was not perfect, and the sector had acknowledged that reform of the
Committee.
Commission was needed, complete abolition was not the answer.
While the detail of the new arrangements would be up for debate, it’s clear that a new type of
Since then, there has been no body with complete oversight of the local audit regime and
oversight body, with ultimate responsibility for the key elements of local audit, is needed. It
how it interacts with local public services. The Ministry of Housing, Communities and Local
would help to provide much-needed cohesion across the sector and between its core
Government; Department of Health; NHS; NAO; Local Government Association (LGA);
stakeholders.
Public Sector Audit Appointments Ltd (PSAA); the Financial Reporting Council (FRC); the
Chartered Institute of Public Finance & Accountancy (CIPFA), audit firms and the audited
bodies themselves all have an important role to play but, sometimes, the pursuit of individual The online article is available here:
organisational objectives has resulted in sub-optimal and even conflicting outcomes for the
https://www.themj.co.uk/What-is-the-future-for-audit/214769
regime overall.
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