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Introduction

This paper provides the Audit and Performance Review Committee with a

m Barrie Morris report on progress in delivering our responsibilities as your external auditors.
! = Engagement Lead

”

E barrie.morris@uk.gt.com

T 0117 305 7708 . f i tional i d devel ts that be relevant t fire and
M 077719 76684 gesrl\,lll’gglagl’]do emerging national Issues an evelopments at may be relevant 10 you as a tire and rescue

* includes a number of challenge questions in respect of these emerging issues w hichthe Committee may wishto

S .
The paper also includes:
< PP
consider (these are a tool to use, if helpful, rather than formal questions requiring responses for audit purposes)

Andrew Davies Members of the Audit and Performance Review Committee can find further useful material on our w ebsite, wherew e
= Engagement Manager have a section dedicated to our workin the public sector. Here you can dow nload copies of our publications
4§ w ww.grantthornton.co.uk
i T 0117 305 7844
M 07747 006 786 If you would like further information on any items in this briefing, or would like to register with Grant Thornton to
‘ E andrew.davies@uk.gt.com receive regular email updates on issues that are of interest to you, please contact either your Engagement Lead or

Engagement Manager.
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Progress at February 2021

Working with You
Meetings

We will continue discussions w ith management
regarding emerging developments and to ensure
the audit process is smooth and effective. This
includes the new approach to VFM, and the timing
of audit deliverables.

Working Arrangements

With the return to lockdow n w e envisage having to
continue to w orkcompletely remotely for a longer
period. Working w ith the Authority, w e managed
this wellat the last audit and we will seek to be in
regular contact with your finance team in respect of
the logistics of these arrangements, recognising
that staff, and service provision will be your
priorities.

Our interim audit is planned for March and April
2021. We will be discussing this w ith the finance
team to ensure w e maximise the use of this time
and ensure limited impact on your staff at this busy
time.

Change of Engagement Team

It was agreed that as part of an internal review of
portfolios, that Andrew Davies will be taking on
responsibility as your Engagement Manager and
replacing Aditi Chandramouli. Barrie Morris wiill
remain your Engagement Lead and Oscar

Edw ards will also remain in place as the
Engagement In-charge.

© 2021 Grant Thornton UK LLP.

2020/21

We have completed our initial audit planning for both the
financial statements audit and our VFM w ork.

Our Audit Plan setting out the risks identified is on this
agenda.

This early planning will be supplemented by our interim
audit w hichis due to take place in March and April 2021.
This workw ill be focused on:

* Review of the Authority’s control environment;

» Updating our understanding of the Authority’s financial
systems and business processes;

* Review of Internal Audit reports on core financial
systems and other key areas;

* Early workon any emerging accounting issues;
+ Early substantive testing in significant risk areas.

Due to Committee reporting dates we willnot have the
opportunity to formally report these findings and they wiill
therefore be included in our Audit Findings Report. In the
event that there are significant findings that impact on our
panned audit approach we willcommunicate these
outside of the formal Committee timelines.

Events

Our annual accounts workshop for Chief Accountants is
taking place in February 2021 and your finance team
have received invites. These willbe taking place remotely
due to the current homew orking requirements and will
cover topical issues and technical areas pertinent to the
2020/21 statutory accounts.

Value for Money

As communicated in the sector update section, on 1
April 2020, the National Audit Office introduced a new
Code of Audit Practice w hich comes into effectfrom
audit year 2020/21. The most significant change in the
Code is the introduction of a new ‘Auditor's Annual
Report’, w hich brings together the results of all the
auditor’s w orkacross the year. The Code also
introduced a revised approach to the audit of Value for
Money. These changes are set out in more detail in the
NAO’s Auditor Guidance Note 03 w hichw as published
on 15 October 2020.

There are three main changes arising from the NAO'’s
new approach:

* A new setof key criteria, covering governance,
financial sustainability and improvements in
econonmy, efficiency and effectiveness

* More extensive reporting, with a requirement on the
auditor to produce a commentary on arrangements
across all of the key criteria, rather than the current
‘reporting by exception’ approach

* The replacement of the binary (qualified /unqualified)
approach to VfM conclusions, w ith far more
sophisticated judgements on performance, as wellas
key recommendations on any significant w eaknesses
in arrangements identified during the audit.

We have completed our initial planning in this area and
the findings are set out in our Audit Plan on this
Committee agenda.

Our detailed workw ill take place alongside our financial
statements audit.

Audit Progress Report and Sector Update | February 2021

4

Public



Audit Deliverables

2020/21 Deliverables Planned Date Status
Fee Letter April 2021 Not yet due
Confirmingauditfee for 2020/21.

Accounts Audit Plan March 2021 On this agenda
We are required to issue a detailed accounts audit plan to the Audit and Performance Review Committee

setting outour proposed approach in order to give an opinion on the Authority's 2020-21 financial statements.

This alsoincludes the findings of our value for moneyinitial risk assessment.

Interim Audit Findings April 2021 Not yet due
Our interim auditis planned for March and April 2021. Where possible we will reportto you the findings from

ourinterim auditin our Audit Progress Report. Where committee reporting dates do notallow this, these

findings will form part of our overall Audit Findings Report. In the event that there are significantfindings that

impacton our panned auditapproach we will communicate these outside ofthe formal Committee timelines.

Audit Findings Report TBC Not yet due
The Audit Findings Reportwill be reported to the Audit and Performance Review Committee.

Auditors Report TBC Not yet due
This is the opinion on your financial statements and annual governance statement.

Auditor’s Annual Report TBC Not due yet

Underthe new Code of Audit Practice this replaces the Annual AuditLetter and is the key outputfrom local
auditwork on arrangements to secure VFM.

© 2021 Grant Thornton UK LLP.
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Sector Update

Councils continue to try to achieve greater
efficiency in the delivery of public services, whilst
facing the challenges to address rising demand,
ongoing budget pressures and social inequality.

Our sector update provides you withan up to date summary of emerging
national issues and developments to support you. We cover areas w hich
may have an impact on your organisation, the wider local government
sector and the public sector as a w hole. Links are provided to the detailed
report/briefing to allow you to delve further and find out more.

Our public sector team at Grant Thornton also undertake research on
service and technical issues. We will bring you the latest research
publications in this update. We also include areas of potential interest to
start conversations w ithin the organisation and w ith audit committee
members, as well as any accounting and regulatory updates.

© 2021 Grant Thornton UK LLP.

e Grant Thornton Publications

* Insightsfrom local government sector
specialists

 Reportsofinterest
« Accounting and regulatory updates

More information can be found on our dedicated public sector and local
government sections on the Grant Thornton w ebsite by clicking on the logos
below :

Local

Public Sector
government
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he Redmond Review

The Independent Review into the Oversight of Local Audit
and the Transparency of Local Authority Financial Reporting —
“The Redmond Review’ was published on 8 September.

The review has examined the effectiveness of local audit and its ability to demonstrate
accountability for audit performance to the public. It also considered w hether the current
means of reporting the Authority’s annual accounts enables the public to understand this
financial information and receive the appropriate assurance that the finances of the authority
are sound.

The Review received 156 responses to the Calls for View s and carried out more than 100
interview s. The Review notes “A regular occurrence in the responses to the calls forview s
suggests that the current fee structure does not enable auditors to fulfil the role in an entirely
satisfactory w ay. To address this concern an increase in fees must be a consideration. With
40% of audits failing to meet the required deadline for report in 2018/19, this signals a
serious w eakness in the ability of auditors to comply w iththeir contractual obligations. The
current deadline should be review ed. A revised date of 30 September gathered considerable
support amongst respondents w ho expressed concern about this current problem. This only
in part addresses the quality problem. The underlying feature of the existing framew orkis the
absence of a body to coordinate all stages of the audit process.”

Key recommendations inthe reportinclude:

* A new regulator - the Office of Local Audit and Regulation (OLAR) to replace the
Financial Reporting Council's (FRC) role and that of Public Sector Auditor Appointments
(PSAA)

» Scope torevise fees - the current fee structure for local audit be revised to ensure that
adequate resources are deployed to meet the full extent of local audit requirements

* Move backto a September deadline for Local Authorities -the deadline for publishing
audited local authority accounts be revisited with a view to extending it to 30 September
from 31 July each year

* Accounts simplification - CIPFA/LASAAC be required to review the statutory accounts to
determine w hether there is scope to simplify the presentation of local authority accounts.

© 2021 Grant Thornton UK LLP.
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The OLAR would manage,overseeand regulate local audit with the following key
responsibilities:

» procurement of local audit contracts;

» producing annual reports summarising the state of local audit;
+ management of local audit contracts;

+ monitoring and review of local audit performance;

+ determining the code of local audit practice; and

* regulating the local audit sector.

The current roles and responsibilities relating to local audit discharged by the Public Sector
Audit Appointments (PSAA); Institute of Chartered Accountants in England and Wales
(ICAEW); FRC; and The Comptroller and Auditor General (C&AG) to be transferred to the
OLAR.

How you can respond tothe Review
One of the recommendations w as for local authorities to implement:

The governance arrangements w ithin local authorities be review ed by local councils with the
purpose of:

+ an annual report being submitted to Full Council by the external auditor;

+ consideration being given to the appointment of at least one independent member,
suitably qualified, to the Audit Committee; and

« formalising the facility for the CEO, Monitoring Officer and Chief Financial Officer (CFO)
to meet withthe Key Audit Partner at least annually.

Whilst Redmond requires legislation, in practice the second and third bullets are things w hich
authorities could start doing now .

The full report can be obtained fromthe gov.uk w ebsite:
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Code of Audit Practice and revised approach to
Value for Money audit work - National Audit Office

On 1 April 2020, the National Audit Office introduced a new  Implications of the changes
COde Of Audit PraCtice WhICh comes into effeCt from audit Grant Thornton very much w elcomes the changes, w hichwill support auditors in undertaking

and reporting on workw hichis more meaningful, and makes impact w ith audited bodies and

year 2020/21 The most Signiﬁcant Change in the COde iS the public. We agree withthe move aw ay from a binary conclusion, and with the replacement
the introduction of a new ‘Auditor’s Annual Report” which of the Annual Audit Letter withthe new Annual Auditor’s Report. The changes willhelp pave

the way foranew relationship betw eenauditors and audited bodies w hichis based around

brings together the results of all the auditor’s work across constructive challenge and a drive for improvement.
the year. The Code also introduced arevised apprO&Ch to The follow ing are the main implications in terms of audit delivery:

the audit of Value for Money. +  The Auditor's Annual Report will need to be published at the same time as the Auditor’s

Value for Money - Key changes Report on the Financial Statements.

* Where auditors identify w eaknesses in Value for Money arrangements, there will be

There are three main changes arising from the NAO's new approach: increased reporting requirements on the audit team. We envisage that across the

« A new setof key criteria, covering governance, financial sustainability and improvements country, auditors wll be identifying more significant w eaknesses and consequently
in economy, efficiency and effectiveness making an increased number of recommendations (in place of w hatw as a qualified Value
for Money conclusion). We will be working closely withthe NAO and the other audit firms
* More extensive reporting, with a requirement on the auditor to produce a commentary on to ensure consistency of application of the new guidance.
arrangements across all of the key criteria, rather than the current ‘reporting by exception’

* The new approach will also potentially be more challenging, as wellas rew arding, for
audited bodies involving discussions at a wider and more strategic level. Both the

« The replacement of the binary (qualified / unqualified) approach to VfM conclusions, w ith reporting, and the planning and risk assessment w hich underpins it, willrequire more
far more sophisticated judgements on performance, as wellas key recommendations on audit time, delivered through aricher skill mix than in previous years.
any significant w eaknesses in arrangements identified during the audit.

approach

The new approachto VfIMre-focusesthe work of local auditors to: The Code can be accessed here:

https://w ww.nao.org. -audit-practice/w p-
*+ Promote more timely reporting of significant issues to local bodies content/uploads/sites/29/2020/01/Code_of _audit_practice_2020.pdf
+ Provide more meaningful and more accessible annual reporting on VfM arrangements
issues in key areas
+ Provide a sharper focus on reporting in the key areas of financial sustainability,
governance, and improving economy, efficiency and effectiveness
» Provide clearer recommendations to help local bodies improve their arrangements.
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