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E Jade.Brockett@uk.gt.com
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This paper provides the Audit Committee with a report on progress in
delivering our responsibilities as your external auditors.

The paper also includes:

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

A 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 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.


http://www.grantthornton.co.uk/
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Progress at July 2021

Financial Statements Audit

We undertook our initial planning for the 2020/21 value for money
audit in July 2021 and will be begin our financial statements
planning audit in August 2020. We will begin our work on your draft
financial statements in September.

In August, we will issue a detailed audit plan, setting out our
proposed approach to the audit of the Authority's 2020/21 financial
statements.

The Accounts and Audit (Amendment) Regulations 2021 push back
the date by which principal authorities need to publish their draft
financial statements to the first working day of August. In 2020 this
date was pushed back to 31 August. The date by which authorities
are required to publish audited financial statements is 30
September. In 2020 this date was pushed back to 30 November.

We will report our work in the Audit Findings Report and aim to give
our opinion on the financial statements by December 2021, which
will be well in advance of the date achieved in the last few years.

Updated ISA 540 : auditing accounting estimates and
related disclosures

The Financial Reporting Council issued an updated ISA (UK) 540
(revised): Auditing Accounting Estimates and Related Disclosures which
includes significant enhancements in respect of the audit risk
assessment process for accounting estimates.

As part of this process auditors also need to obtain an understanding of
the role of those charged with governance, which is particularly important
where the estimates have high estimation uncertainty, or require
significant judgement.

© 2021 Grant Thornton UK LLP.

Value for Money

The new Code of Audit Practice (the “Code”) came into force on 1 April
2020 for audit years 2020/21 and onwards. The most significant
change under the new Code is the introduction of an Auditor’s Annuall
Report, containing a commentary on arrangements to secure value
for money and any associated recommendations, if required.

The new approach is more complex, more involved and is planned to
make more impact.

Under the 2020 Code of Audit Practice, for relevant authorities other
than local NHS bodies auditors are required to issue our Auditor’s
Annual Report no later than 30 September or, where this is not
possible, issue an audit letter setting out the reasons for delay.

As a result of the ongoing pandemic, and the impact it has had on
both preparers and auditors of accounts to complete their work as
quickly as would normally be expected, the National Audit Office has
updated its guidance to auditors to allow us to postpone completion
of our work on arrangements to secure value for money and focus our
resources firstly on the delivery of our opinions on the financial
statements. This is intended to help ensure as many as possible could
be issued in line with national timetables and legislation. The extended
deadline is now no more than three months after the date of the
opinion on the financial statements.

Please see page 7 for further details.
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Progress at July 2021 (cont.)

Other areas

Bristol Energy

We are currently finalising our review of Bristol Energy and will
give a verbal update on this at the Committee. We plan to share
our draft report with the Council shortly, for finalisation in August
2021.

2019/20 Objection

We have finalised our work on the objection raised on the 2019/20
statement of accounts. We have concluded that there is no
further work required on this as the Council has dealt with the
issue and is rectifying matters. We did, however, identify a
number of recommendations for improvement, which we have
shared with management.

Audit Certificate
As the outstanding objection has now been closed, we are able to
certify the 2019/20 audit and will be finalising this shorty.

Meetings

We met with Finance Officers in June 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 Authority. 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 locall
authority accounts.

© 2021 Grant Thornton UK LLP.

Audit Fees

During 2017, PSAA awarded contracts for audit for a five year period
beginning on 1 April 2018. 2020/21 is the third 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 and 2019/20 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 s161 Officer
including any proposed variations to the Scale Fee set by PSAA
Limited, and have communicated fully with the Audit 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.
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2020/21Deliverables

Planned Date

Status

Interim Audit Findings - Value for Money

We will report to you the findings from our interim audit and our initial value for money risk
assessment within our Progress Report (see page 7 onwards)

July 2021

Complete

Bristol Energy Report

Report on the findings of our review of Bristol Energy

August 2021

In progress

Audit Plan

We are required to issue a detailed audit plan to the Audit Committee setting out our proposed
approach in order to give an opinion on the Authority’s 2020/21 financial statements and the
Auditor’s Annual Report on the Authority’s Value for Money arrangements.

August 2021

In progress

Interim Audit Findings - Financial Statements

We will report to you the findings from our interim audit within our Progress Report.

August 2021

In progress

Audit Findings Report
The Audit Findings Report will be reported to the December Audit Committee

December 2021

Not yet due

Auditors Report

This is the opinion on your financial statements.

December 2021

Not yet due

Auditor’s Annual Report

This Report communicates the key issues arising from our Value for Money work.

December 2021

Not yet due

© 2021 Grant Thornton UK LLP.



Value for Money arrangements

Revised approach to Value for Money
work for 2020/21

On 1 April 2020, the National Audit Office introduced a
new Code of Audit Practice which comes into effect from
audit year 2020/21. The Code introduced a revised
approach to the audit of Value for Money (VFM].

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

A A new set of key criteria, covering financial
sustainability, governance and improvementsin
economy, efficiency and effectiveness

A 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

A" The replacement of the binary qualified/unqualified
approach to VFM conclusions, with far more
sophisticated judgements on performance, as well as
key recommendations on any significant weaknesses
in arrangements identified during the audit.

The Code require auditors to consider whether the body
has put in place proper arrangements to secure
economy, efficiency and effectivenessin its use of
resources. When reporting on these arrangements, the
Code requires auditors to structure their commentary on
arrangements under three specified reporting criteria.
These are as follows:

© 2021 Grant Thornton UK LLP.

Financial Sustainability

Arrangements for ensuring the
body can continue to deliver
services. Thisincludes planning
resources to ensure adequate
finances and maintain
sustainable levels of spending

over the medium term (3-6 years).

Governance

Arrangements for ensuring that
the body makes appropriate
decisions in the right way. This
includes arrangements for budget
setting and management, risk
management, and ensuring the
body makes decisions based on
appropriate information.

Commercial in confidence

%

Improving economy, efficiency
and effectiveness

Arrangements for improving the
way the body delivers its services.
This includes arrangements for
understanding costs and
delivering efficiencies and
improving outcomes for service
users.



