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This paper provides the Audit and Governance Committee with a report on 

progress in delivering our responsibilities as your external auditors. 

The paper also includes:

• a summary of emerging national issues and developments that may be relevant to you as a local authority; and

• includes a number of challenge questions in respect of these emerging issues which the Committee may wish to 

consider (these are a tool to use, if helpful, rather than formal questions requiring responses for audit purposes)

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.

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./

Introduction

3

Peter Barber

Engagement Lead

T 0117 305 7897

E peter.a.barber@uk.gt.com

Helen Lillington

Engagement Manager

T 0121 232 5312

E helen.m.lillington@uk.gt.com

http://www.grantthornton.co.uk/
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Progress at July 2020
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Financial Statements Audit

We undertook our initial planning for the 2019/20 audit in December 2019, and interim 

audit in January to March 2020. We began our work on your draft financial statements in 

June.

In March we issued a detailed audit plans for both the County Council and Pension Fund, 

setting out our proposed approach to the audit of the Council's 2019/20 financial 

statements.

Covid-19

In addition to the audit risks communicated to those charged with governance in our Audit 

Plan on 13 March 2020, the Covid-19 pandemic led us to update our planning risk 

assessment and reconsider our audit and value for money (VfM) approach to reflect the 

unprecedented global response. In April we issued am addendum to our audit plans, 

setting out a new significant financial statement risk in relation to Covid-19. These are 

included at Appendix A to this report.

Also, following the impact of Covid-19, The Accounts and Audit (Coronavirus) 

(Amendment) Regulations 2020 was brought in to formalise a new timetable for accounts 

preparation and publication of audited accounts.  The new date for publication for final, 

audited 2019/20 accounts is 30 November 2020, a change from 31 July for local 

authorities.

Current progress – County Council financial statement 

audit

Following the impact of Covid 19 we discussed with officers the timelines associated with 

the financial statements and the when the audit would be able to take place.  Officers 

were keen to stick as much as possible to the original timescale, however, with the need 

to shift to home working and a remote audit, it was acknowledged that completing all of 

the work necessary to produce a full Audit Findings Report in time for this July meeting 

was likely to be too ambitious.

We worked with officers and agreed that draft accounts would be available on the 5th

June, which coincided with the start of the audit visit.  This is three weeks, behind what 

was originally planned, but still represents the significant effort that the finance team put in 

to remain as close as possible to the original timetable. The draft accounts produced are 

one of the first sets we have received for audit.

Our audit work to date is progressing well, and we are working with officers to ensure that 

all detailed testing will be completed by the end of July.  Given the financial reporting 

impacts of Covid 19, there are two key areas where we need to more closely consider the 

response of the Council.  

These are in relation to the treatment of the valuation of Property, Plant and Equipment 

(PPE) at year end and the requirement to demonstrate the appropriateness of the going 

concern assumption in relation to the Council.  Both of these areas are a subject of 

national debate, and therefore these issues are not unique to Worcestershire.

Key issues arising from the audit to date are briefly highlighted below;

• We have identified a number of errors in note 15 (PPE).  While the adjustments are 

material, they are classification and presentational issues which do not affect the 

bottom line

• An amendment of £4.8m has been made to the CIES, which cascades through 

various notes in the financial statements, most significantly notes 5 and 6.  The 

impact does not effect the deficit on the provision of services.

• The accounts include a negative earmarked reserve in relation to overspends of 

Dedicated Schools Grant (DSG) of £6.3m. We remain of the view that where 

overspends arise against DSG and are to be carried forward as a call against the 

schools’ budget in future years, these should form part of the un-earmarked general 

fund. This is because the expenditure is required to be recognised in the year in 

which it is incurred and forms part of the ‘Surplus / Deficit on Provision of Services’ 

within the Comprehensive Income and Expenditure Statement and is therefore 

accounted for as a charge to General Fund. The Schools & Early Years Finance 

Regulations 2020 regulations do not allow for expenditure to be reversed out of the 

General Fund (i.e. they do not provide for a ‘statutory override’ creating an unusable 

reserve) in 2019/20.

Current progress – Pension Fund financial statement 

audit

As for the County Council audit we have agreed to delay reporting on the Pension Fund 

financial statements until October. Early discussions with officers resulted in us agreeing 

a slightly delayed timetable for the receipt of the draft accounts.

We received accounts on the 28th May in line with the revised timescale, which is just 

over a week later than originally planned.  Considering the challenges presented by the 

circumstances, this is an achievement. The audit visit started at the beginning of June, 

broadly in line with the original timescale agreed.

Our audit work to date is progressing well, and as for the County we are aiming to have 

all detailed testing completed by the end of July.  In common with the County audit, the 

impact of Covid 19 means we need to further consider the treatment of investment 

valuations at year end, and how material uncertainties provided by some fund managers 

need to be disclosed within the financial statements. From the work completed to date, 

any changes to the accounts are largely presentational.
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Progress at July 2020
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Value for Money

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".

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".

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

• Informed decision making

• Sustainable resource deployment

• Working with partners and other third parties

Details of our initial risk assessment to determine our approach were included in our 

Audit Plan. 

We will report our work in the Audit Findings Report and aim to give our Value For 

Money Conclusion by the end of October.

The NAO consultation on a new Code of Audit Practice (the “Code”) has finished, 

and the new Code has completed its approval process in Parliament. It therefore 

came into force on 1 April 2020 for audit years 2020/21 and onwards. The new Code 

supersedes the Code of Audit Practice 2015, which was published by the National 

Audit Office (NAO) in April 2015.

The most significant change under the new Code is the introduction of an Auditor’s 

Annual Report, containing a commentary on arrangements to secure value for money 

and any associated recommendations. The NAO public consultation is now underway 

and runs until 2 September 2020. It can be accessed through the NAO website:

https://www.nao.org.uk/code-audit-practice/agn-03-vfm-consultation/

Other areas

Certification of claims and returns

We certify the Council’s annual Teachers’ Pensions return in accordance with 

procedures agreed with Teachers’ Pensions. The certification work for the 2019/20 

claim is due to be completed in advance of the 30 November deadline.

Events

We provide a range of workshops, along with network events for members and 

publications to support the Council. Your officers attended our Financial Reporting 

Workshop in February, which helped to ensure that members of your Finance Team 

were up to date with the latest financial reporting requirements for local authority 

accounts.

Further details of the publications that may be of interest to the Council are set out in 

our Sector Update section of this report.

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. 

We have discussed this with your s151 Officer including any proposed variations to 

the Scale Fee set by PSAA Limited, and have communicated fully with the Audit and 

Governance Committee. 

As a firm, we are absolutely committed to meeting the expectations of the FRC with 

regard to audit quality and local government financial reporting. 

https://www.nao.org.uk/code-audit-practice/agn-03-vfm-consultation/
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COVID-19 Update

Impact on working arrangements:

• following the government’s announcement 

on Monday 16 March 2020, we closed our 

Grant Thornton offices for the foreseeable 

future and your audit team are now 

working from home

• we will be working remotely during your 

accounts audit. Although there are some 

audit tasks which are best undertaken in 

person, we will be able to complete the 

majority of the audit remotely. This is 

however likely to make the audit process 

longer. We continue to work closely with 

your finance team to make this different 

way of working as efficient as possible. 

• there may need to be further changes to 

planned audit timings due to potential 

illness within the audit team or the finance 

team and due to the further developments 

of COVID-19. 

Impact on accounts and audit opinions: 

There are a number of key issues which your finance team  will 

have had to consider as part of the year end closedown and 

accounts production: 

• impact on reserves and financial health and whether the 

Council needs to provide additional disclosures that draw 

attention to a Material Uncertainty around Going Concern 

(this could also impact on the VfM conclusion) or asset 

valuations.

• valuation of Property, Plant & Equipment and assumptions 

made by valuers, particularly in respect of carrying value to 

current value assessment.

• impact on collectability of debt and assumptions made in 

bad debt provisions.

• impact on post-balance sheets events. The consequences 

of the virus post 31 March 2020 will generally be non-

adjusting post balance sheet events but some form of 

disclosure may be needed.

• disclosure of impact in annual report.

• disclosure of critical judgements and material estimation 

uncertainties.

• impact on the content of the Annual Governance Statement, 

particularly with regards to risks, controls and mitigation.

• considerations in respect of service continuity and disaster 

planning arrangements (this could impact on the VfM 

conclusion).

• impact on reporting to those charged with governance and 

signing arrangements.

Changes to reporting requirements:

• the Secretary of State announced that for the 

2019/20 accounting period he would be 

extending the period for publication of principal 

authority accounts to 30 August 2020.

• for principal authorities, this means that the 

whole chain of publication requirements will be 

amended. The audited financial statements are 

now to be published by 30 November 2020.

• IFRS 16 implementation has been delayed by 1 

year to 1 April 2021.  IAS 8 disclosures in 

respect of new accounting standards which have 

been issued but are not yet effective are still 

required for IFRS 16 (Leases) even though 

implementation is deferred to 2021/22.
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2019/20 Deliverables Planned Date Status

Fee Letter 

Confirming audit fee for 2019/20.

April 2019 Complete

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.

March  2020 Complete

Audit Findings Report

The Audit Findings Report will be reported to the October Audit and Governance Committee.

October 2020 Not yet due

Auditors Report

This is the opinion on your financial statement, annual governance statement and value for money conclusion.

October 2020 Not yet due

Annual Audit Letter

This letter communicates the key issues arising from our work.

December 2020 Not yet due
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COVID-19 and local government - Context
Public services have been at the forefront of the emergency response to the

Coronavirus (COVID-19) including local government. Very few local

government services have not been impacted by the COVID-19, and councils

have also had to create new service lines as part of the emergency response,

such as their work in identifying and supporting shielded and other vulnerable

citizens, and to redeploy people to new roles and assets to new functions (for

example closed leisure centres repurposed as temporary mortuaries and food

banks).

Prior to COVID-19 local government has had to adapt to significant reductions in

funding during the period of austerity. For example, spending on local services

fell by 21% in real terms between 2009-10 and 2017-18. However, underlying

this reduction are much larger reductions to some services expenditure. In

broad terms, councils managed during austerity by significantly reducing

spending on more discretionary services in order to protect statutory services to

the most vulnerable people, particularly social care services. In addition,

councils have had to place greater reliance on fees and charges income, and to

be innovative in the generation of new income source, including a more

commercial approach, a trend which is changing as authorities seek to balance

social outcomes with financial sustainability.

COVID-19 has had a further significant impact on local government finances,

which is the result of three main factors:

• increase in expenditure in managing the emergency response, such as

purchase of PPE, provision of food and medical supplies to shielded citizens,

and increased costs in relation to adult social care;

• lost income due to closed services, such as leisure centres, and the

reduction in other sources of income from other sources, such as car

parking, business rates and council tax; and

• the non-delivery of savings plans.

Whilst central government has made significant additional funding contributions

to local government in recognition of the financial consequences of COVID-19,

the total funding gap for councils in England is currently estimated to be

£6billion by the LGA, with the sector still in the process of determining the longer

term financial impact.

The tranches of government funding provided so far have generally focussed on 

alleviating the financial pressures created by COVID-19 related spend, and so have 

had limited benefit for lost income such as that relating to leisure services. 

This stark financial context has significant implications for the sector as councils 

start to move from the emergency response stage to the recovery planning stage of 

COVID-19.  The key risks  we will need to consider: 

• how they stand up closed services such as leisure centres, the impact of COVID-

19 on future demand, and the operational challenges of service delivery with on-

going social distancing rules;

• how service delivery may need to change as a result of learning from COVID-19

and how long-lasting cultural and behavioural changes will impact on their

operating models;

• the impact on local markets such as social care and transport, and the financial

consequences of market and supply chain failure;

• how the economic impact of COVID-19 will impact on service need and on the

demand for income generating services; and

• whether certain services will need to reduce or cease to manage the funding gap

• exploration of opportunities for more radical change that may have arisen from

COVID-19, such as building on the large-scale transfer of care that has taken

place and the opportunities regarding reablement, and broader integration with

health.

Understanding the various scenarios, their financial implications, and the resources

available to deliver them will be critical over the short to medium term.
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Can we learn from previous recessions? 

Source: Audit Commission
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Covid-19 Vulnerability Index
Overall Index (including Financial Recovery basket)
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Scenarios and hypotheses 
Local authority areas in 12-24 months?  
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What strategy is needed in response? 

From response to recovery 

Learn, adapt and 

prioritise
• Develop and test hypotheses around impact 

on place, services, operations, finances

• Design rapid interventions - implement, test 

and evaluate  

• Learning from the response to lock in the 

good stuff – reflection on operations, 

services and the system 

• Set priorities and principles – what is the 

Council’s purpose in an uncertain context 

and where will it focus?

Mitigating the worst case

Consolidate and 

build resilience
• Ensure that emergency management and 

response structures are resilient for the long 

haul 

• What is the minimum operating model to 

deliver this? 

• Predict and model demand for social care 

and assess care market vulnerability 

• Contingency plans for structural disruption 

• Re-evaluate infrastructure pipeline

Steering towards the best case

Invest in renewal
• Programme of priority-based investment 

framed by recovery and renewal 

• Focus on inequality, community resilience, 

targeted economic stimulus, skills and 

employment support and adapting public 

spaces 

• Continued system leadership, pushing for 

positive reform and resilience 
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Recovery planning and implementation
Set out below are examples of recovery planning activity that are being considered by councils This activity needs to align to the Government’s 

recovery strategy, and how this aligns to existing Government priorities such as levelling up, and future proof against covid related government policy 

shifts. 

Recovery planning Recovery implementation

Recovery planning strategy and framework development Recovery plan implementation

Risk assessments, research into which parts of the local economy 

have been most severely hit and which groups of people will need 

additional support.

Reviews of long term corporate plans/strategies, place vision, service 

plans, in context of phased lockdown release

Planning for standing up closed services Place-based leadership – working with other public services, private and 

third sector to redefine place

Integrating social distancing into the public realm, eg offering supplies 

of hand sanitiser and masks. Increased need for digital advertising 

and awareness raising

Redefining front-line services, council as match-maker, convener and 

incentivisor as well as service deliverer or commissioner. Removal of 

internal silos (eg supporting vulnerable families)

Review of supply chain vulnerability More long-term and strategic partnerships and funding models for third 

sector

Supporting local businesses evolve to a new normal post-COVID-19 

world, including more trading on-line

Re-evaluation of vulnerability, including eligibility criteria. Likely to put in 

place structures that outlast the crisis, such as provisions to help the 

homeless and those in gig economy jobs

Providing leadership for longer-term investment and delivery, to 

support economic recovery rather than just focusing on short-term 

actions

Review and update Local Plan

Reframe capital programme to support economic, social and 

environmental recovery / sustainability

Reconfiguration of municipal estate and property portfolio and commercial 

investments

Renewed strategic financial planning and focus on financial 

management

Emergency planning reviews and learning
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Recovery planning and implementation

Recovery planning Recovery implementation

Data recognised as core pillar of  resilience, barriers to data 

collaboration and information governance removed/standardised

Long-term financial sustainability planning 

Government monitoring regime on additional funding for councils and 

covid funding administered by councils

Increase in outcomes based procurement and focus on social value

Business cases for new investments or for Government Significant investment in digital capabilities – channel shift, remote 

working, etc

HR capacity and welfare, building health and safety checks
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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 with an up to date summary of emerging 

national issues and developments to support you. We cover areas which 

may have an impact on your organisation, the wider local government 

sector and the public sector as a whole. 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 within the organisation and with audit committee 

members, as well as any accounting and regulatory updates. 

Sector Update

21

More information can be found on our dedicated public sector and local 

government sections on the Grant Thornton website by clicking on the logos 

below:

• Grant Thornton Publications

• Insights from local  government sector 

specialists

• Reports of interest

• Accounting and regulatory updates

Public Sector
Local 

government

http://www.grantthornton.co.uk/en/industries/public-sector/
http://www.grantthornton.co.uk/en/industries/public-sector/local-government/
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In-depth insight into the impact of Covid-19 on 
financial reporting in the local government sector 
– Grant Thornton 
In June Grant Thornton published a report to help officers and 

elected members identify points they should consider when 

assessing and reporting the impact of Covid-19 on their 

authority. Each authority will be impacted in different ways 

and will need to make their own assessment of the impact on 

their financial statements. However, the report identified some 

of the key challenges for the sector, along with the potential 

financial reporting and regulatory impact, to support preparers 

of local authority accounts navigate through some of these 

key issues. The report also included a number of useful links 

to other resources.

The report considered:

• Operational challenges and the related financial reporting/regulatory impact 

• Government support schemes – considering the accounting implications

• Significant financial reporting issues to consider

• Other sector issues and practicalities to consider

• Impact on audit work/external scrutiny process

• Engagement with experts

We shared the report with your officers and discussed relevant issues with them in a timely 

manner. 

The extraordinary events we are living through follow a decade of austerity, triggered by the 

financial crisis of 2008/09, which had already placed considerable strain on local authorities’ 

finances. Increased demand for many local public services, directly related to the outbreak of 

the virus, has placed immediate pressure on authorities’ cash flows and expenditure 

budgets. The longer-term consequences of recession and unemployment on demand for 

services have yet to be experienced.

At the same time, several important sources of local authority income including Council Tax, 

Nondomestic (business) rates, fees and charges, rents and investment returns have, to a 

greater or lesser extent, been subject to reduction or suspension. This perfect storm of 

conditions presents a real threat to the financial sustainability of the sector. Now, more than 

ever, strong political and executive leadership is needed to re-establish priorities, review 

strategies and medium-term financial plans and ensure that public funds are being used as 

efficiently and effectively as possible. A balance has to be struck between responding to the 

needs of residents and businesses in a timely manner, protecting the most vulnerable and 

ensuring appropriate measures and controls around financial management are in place to 

mitigate against future ‘financial shock’. In doing so, iterative scenario planning will help 

officers and elected members to take informed decisions at key stages, revisiting and 

revising plans along the way.

22

The full report can be obtained from the Grant 

Thornton website:

https://www.grantthornton.co.uk/globalassets/1

.-member-firms/united-

kingdom/pdf/publication/2020/impact-of-

covid19-on-financial-reporting-local-

government-sector.pdf

https://www.grantthornton.co.uk/globalassets/1.-member-firms/united-kingdom/pdf/publication/2020/impact-of-covid19-on-financial-reporting-local-government-sector.pdf
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Guide for Audit and Risk Committees on 
Financial Reporting and Management during 
COVID-19 – National Audit Office 

In June the National Audit Office (NAO) published a guide 

that “aims to help audit and risk committee members 

discharge their responsibilities and to examine the impacts on 

their organisations of the COVID-19 outbreak. It is part of a 

programme of work undertaken by the NAO to support 

Parliament in its scrutiny of the UK government’s response to 

COVID-19.”

The NAO report notes “Audit and risk committees are integral to the scrutiny and challenge 

process. They advise boards and accounting officers on matters of financial accountability, 

assurance and governance, and can support organisations, providing expert challenge, 

helping organisations focus on what is important, and how best to manage risk.

Each organisation will have existing risk management processes in place, but risk appetite 

may have changed as a result of COVID-19, for the organisation to operate effectively and 

respond in a timely manner. This may result in a weakening of controls in some areas, 

increasing the likelihood of other risks occurring. Organisations will need to consider how 

long this change in risk appetite is sustainable for.”

The NAO comment “This guide aims to help audit and risk committee members discharge 

their responsibilities in several different areas, and to examine the impacts on their 

organisations of the COVID-19 outbreak, including on:

• annual reports;

• financial reporting;

• the control environment; and

• regularity of expenditure.

In each section of the guide we have set out some questions to help audit and risk 

committee members to understand and challenge activities. Each section can be used on its 

own, although we would recommend that audit and risk committee members consider the 

whole guide, as the questions in other sections may be interrelated. Each individual section 

has the questions at the end, but for ease of use all the questions are included in Appendix 

One.

The guide may also be used as organisations and audit and risk committees consider 

reporting in the 2020-21 period.”

23

The full report can be obtained from the NAO website:

https://www.nao.org.uk/report/guidance-for-audit-and-risk-committees-on-

financial-reporting-and-management-during-covid-19/

https://www.nao.org.uk/report/guidance-for-audit-and-risk-committees-on-financial-reporting-and-management-during-covid-19/
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CIPFA – Financial Scrutiny Practice Guide 

Produced by the Centre for Public Scrutiny (CfPS) and 

CIPFA, this guide provides guidance to councils and 

councillors in England on how they might best integrate an 

awareness of council finances into the way that overview and 

scrutiny works.

The impact of the COVID-19 pandemic on council finances, uncertainty regarding the 

delayed fair funding review and future operations for social care – on top of a decade of 

progressively more significant financial constraints – has placed local government in a 

hugely challenging position. 

For the foreseeable future, council budgeting will be even more about the language of 

priorities and difficult choices than ever before. 

This guide suggests ways to move budget and finance scrutiny beyond set-piece scrutiny 

‘events’ in December and quarterly financial performance scorecards being reported to 

committee. Effective financial scrutiny is one of the few ways that councils can assure 

themselves that their budget is robust and sustainable, and that it intelligently takes into 

account the needs of residents.

Scrutiny can provide an independent perspective, drawing directly on the insights of local 

people, and can challenge assumptions and preconceptions. It can also provide a 

mechanism to ensure an understanding tough choices that councils are now making.

This paper has been published as the local government sector is seeking to manage the 

unique set of financial circumstances arising from the COVID-19 pandemic. This has 

resulted, through the Coronavirus Act 2020 and other legislation, in changes to local 

authorities’ formal duties around financial systems and procedures.

The approaches set out in this guide reflect CfPS and CIPFA’s thinking on scrutiny’s role on 

financial matters as things stand, but the preparation for the 2021/22 budget might look 

different. CfPS has produced a separate guide to assist scrutineers in understanding 

financial matters during the pandemic

24

The full report can be obtained from 

CIPFA’s website:

https://www.cipfa.org/policy-and-

guidance/reports/financial-scrutiny-

practice-guide

https://www.cipfa.org/policy-and-guidance/reports/financial-scrutiny-practice-guide
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