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Commercial in confidence

The contents of this report relate only to the
matters which have come to our attention,
which we believe need to be reported to you
as part of our audit planning process. Itis
not a comprehensive record of all the
relevant matters, which may be subject to
change, and in particular we cannot be held
responsible to you for reporting all of the
risks which may affect the Authority or all
weaknesses in your internal controls. This
report has been prepared solely for your
benefit and should not be quoted in whole or
in part without our prior written consent. We
do not accept any responsibility for any loss
occasioned to any third party acting, or
refraining from acting on the basis of the
content of this report, as this report was not
prepared for, nor intended for, any other
purpose.

Grant Thornton UK LLP is a limited liability
partnership registered in England and
Wales: No.OC307742. Registered office: 30
Finsbury Square, London, EC2A 1AG. A list of
members is available from our registered
office. GrantThornton UK LLP is authorised
and regulated by the Financial Conduct
Authority. Grant Thornton UK LLP is a
member firm of Grant Thornton
International Ltd (GTIL). GTIL and the
member firms are not a worldwide
partnership. Services are delivered by the
member firms. GTIL and its member firms
are not agents of, and do not obligate, one
another and are not liable for one another’s
acts or omissions.



Introduction

Authorities 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.

© 2022 Grant Thornton UK LLP.
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e Grant Thornton Publications

* Insights from local government sector
specialists

* Reports of interest

¢ Accounting and regulatory updates

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:

Local

Public Sector
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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Delayed publication of audited local
authority accounts

@
As at December 2022 there were over 600 local audit opinions outstanding. This means that many AbOUt tlme?
stakeholders can't rely on audited accounts to inform decision making - a significant risk for

governance and control.

Exploring the reasons for delayed publication of

Local authority accounts are becoming increasingly complex as accounting standards evolve and  audited local authority accounts
local authorities enter more and more innovative financing arrangements and income generation

projects. A significant challenge in managing local audits is the differing needs of various

stakeholders. The local government sector, central government and regulators need to agree on SEE

the purpose of local audit and find a consensus on improving efficiency in publishing accounts.
Grant Thornton has produced a report that explore the reasons for delayed publication of audited

local authority accounts.

Table 1 below illustrates the declining performance against the target date for publication of

audited accounts in recent years.

Table 1 Audited accounts published by target date over the last six years

Financial ~ Deadline for publication  Target date for % audited accounts % audited accounts
year of unaudited accounts publication of audited published by target date  published by target date
accounts (all firms average) (Grant Thornton audits)

2016/17 30 June 2017 30 September 2017 75 97

2017/18 31 May 2018 31 July 2018 87 91

2018/19 31 May 2019 31 July 2019 b8 ]

2019/20 1 September 2020 30 November 2020 45 bl

2020/21 1 August 2021 30 September 2021 ? 12

2021/22 1 August 2022 30 November 2022 12 20
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Delayed publication of audited local

authority accounts

What more can be done?

All key stakeholders in the local audit system will need to continue their
efforts to secure improvement and a return to high levels of compliance with
timely publication of audited accounts. The report explores several of the
causes of delay and steps which might be taken to reduce the incidence of
delays.

These steps relate to systems leadership, holding both authorities and
auditors to account for their performance, a continued focus on the quality
of accounts preparation and audit, and the effective engagement between
auditors and audited bodies.

The report makes 20 recommendations for improving timeliness in publishing

audited accounts.

The report also sets out a checklist which management and the audit
committee should consider. The report recommends DLUHC, CIPFA or the
FRC set out expectations for the system as a whole.

Click here for full report

© 2022 Grant Thornton UK LLP.

About time?

Exploring the reasons for delayed publication of
audited local authority accounts



https://www.grantthornton.co.uk/globalassets/1.-member-firms/united-kingdom/pdf/publication/2023/about-time-local-authority-reports.pdf

Commercial in confidence

Exploring the reasons for delayed publication of audited
local authority accounts in England - Grant Thornton -
published March 2023

Recent performance against target publication dates for * animprovement in the quality of financial statements
audited local authority accounts in England has been poor. and working papers

There are some reasons for optimism that there will be an
improvement in the timeliness of publication of audited
accounts as foundations are being laid for the future.

* an agreed approach to dealing with the backlog of
local government audits

. . L » Government intervention where there are significant

In this report we explore the requirements for publication of failures in financial reporting processes

draft and audited accounts and look at some of the reasons for

the decline in performance against these requirements over

time. Only 12% of audited accounts for 2021/22 were published All key stakeholders including local audited bodies, the

by the target date of 30 November 2022. There is no single audit firms, the Department for Levelling Up Housing and °Gr.g,,,m7
cause for the delays in completing local authority audits, and Communities, PSAA, the NAO, the FRC and its successor oo
unfortunately there is no quick solution in a complicated system ARGA, CIPFA and the Institute of Chartered Accountants

involving multiple parties. We consider a variety of factors in England and Wales will need to continue their efforts to AbOUt .
contributing to delays, note the measures which have already support a coherent and sustainable system of local audit, e t"ne?/
been taken to support the local audit system and make acknowledging that it will take time to get things back on °“‘;‘er'/gctf,7;eoso s
recommendations for further improvement. track. — uthoﬁrngjjﬁugdp%,i%
There are some reasons for cautious optimism that the system We make recommendations in our report for various

will begin to recover and there will be a gradual return to better stakeholders, including Audit Committees and auditors,

compliance with publication targets. However, we consider that and include a checklist for consideration by management

these are outweighed by a number of risk factors and that the and Audit Committees within an Appendix to the report.

September deadline for audited accounts set by DHLUC is not
achievable in the short term and also not achievable until there

is further significant change in local audit and local Read the full report here:
government. Report: key challenges in local audit accounting | Grant
We note the following matters that are yet to be tackled: Thornton

* clarity over the purpose of local audit
* the complexity of local government financial statements

* agreement on the focus of financial statements audit work

© 2022 Grant Thornton UK LLP. 6


https://www.grantthornton.co.uk/insights/report-key-challenges-in-local-audit-accounting/
https://www.grantthornton.co.uk/insights/report-key-challenges-in-local-audit-accounting/
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DLUHC to implement its new proposals to clear audit
backlog by year-end

A range of proposals and actions to address the backlog of local audits in England has been
set out by the Department for Levelling Up, Housing and Communities (DLUHC).

These include setting statutory deadlines and issuing qualifications and disclaimers of
opinion in the short term.

The proposals have been agreed in principle with key partners across the local audit
system, DLUHC said. The National Audit Office (NAO) is considering whether to develop a
replacement Code of Audit Practice to give effect to the changes, the department added.

In addition, DLUHC is considering whether legislative change is needed to set new
statutory deadlines for local bodies to publish accounts to mirror the proposed changes to
the Code of Audit Practice.

Legislative change may also be needed to address any knock-on effects of the proposals
which may impact the audit of opening balances within the accounts for future years, the
department said.

Under these proposals, section 151 officers will be expected to work with Audit Committee
members (or equivalent) to approve the final accounts by the statutory deadline in order
for the audit opinion to be issued at the same time.

Read full proposal here

committees.parliament.uk/publications/40932/documents/199432/default/

© 2022 Grant Thornton UK LLP. 7


https://committees.parliament.uk/publications/40932/documents/199432/default/
https://committees.parliament.uk/publications/40932/documents/199432/default/
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Call for sanctions for late accounts amid fears of ‘more
Woking’s - public accounts committee (PAC)

The Commons’ public accounts committee (PAC] published a
report, Timeliness of local auditor reporting, today, which highlights
problems caused by the delays to local audit.

Just 12% of local government bodies received their audit opinions in
time to publish their 2021-22 accounts by the extended deadline. The
committee warned that the problem is likely to get worse before it gets
better.

The report points out that there are no sanctions for failing to produce
accounts on time, for either auditors or councils.

The PAC and others have been concerned about the implications of
audit delays and Sir Geoffrey Clifton-Brown said cases like that of
Thurrock Council and Woking BC demonstrate why this issue needs to
be addressed. Both councils had years of unaudited accounts when
they declared themselves effectively bankrupt due to excessive levels of
debt

Read full report here

Timeliness of local auditor reporting - Committee of Public Accounts
(parliament.uk]

© 2022 Grant Thornton UK LLP. 8


https://publications.parliament.uk/pa/cm5803/cmselect/cmpubacc/995/report.html
https://publications.parliament.uk/pa/cm5803/cmselect/cmpubacc/995/report.html
https://publications.parliament.uk/pa/cm5803/cmselect/cmpubacc/995/report.html
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Local government procurement and
contract management

Background More than a third of all UK government spending on goods and services is
Local authorities in England spend around £82.4 billion a year on goods spent by local government, so it’s important councils have effective
and services. More than a third of all UK government spending on goods arrangements for procurement and contract management

and services is spent in the local government sectorl. Allowing for capitall

spending as well, the UK public sector procures around £300 billion a year
overall. Public spending on goods and services, £ billions - Goods, services and other expenditure by segment*
analysis by segment and department?

UK public spending

4%

public corporations

We reviewed a large number of reports, inspections and interventions
issued by a number of firms, including 53 Annual Auditor Reports issued by
Grant Thornton UK LLP. To help build on existing good practice, in this report
we highlight some common themes for members and officers to consider:

This report considers a selection of issues we identified under each theme 0 .

. . . partment of Health and Social
and makes recommendations both to local authorities and, in one case, to Care, 66.1 36%
central government. The report presents a good practice checklist for local
authority members and officers to reflect on.

Purchase of goods,
services and other

local expenditure by
government
PCs, government sector

§G. 6.7 6.0

The analysis sets out five key themes for ensuring good practice: M

i 38 a7

DT,  |BBC, Dk

Strategic planning

59%

*Internal control local government, [ LERTEE

. . . 824 Defance, 16.9 all ather central governmant
*Time, technical expertise, and people R depclrtme-nts,incgluding
. PCs Other Public Corporations  AC Academies Dapartmant of Health and
*Commercial awareness DIT  Departmentfor Transport  MoJ Ministry of Justice Social Care
WG Woelsh Government BBC British Broodcasting
oContrOC't mOnOgement HO  Home Office Carporation
DfE  Departmentof Education  BEIS Department of Business,
SG  Scottish Government Industry Strategy
fu | | repo rt h ere 1 HM Treasuny, Whole of Government Accounts: year ended 31 March 2020, June 2022

2 Cabinet Office, Transforming Public Procurement: Government response to consultation, December 2021
3 HM Treasury, Whole of Govemment Accounts: year ended 31 March 2020, June 2022
L HM Treasuny, Whale of Govemment Accounts: year ended 31 March 2020, June 2022

© 2022 Grant Thornton UK LLP. 9


https://www.grantthornton.co.uk/insights/local-government-procurement-and-contract-management-lessons-learned/
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LGPS valuation gives ‘cause for optimism -
Hymans Robertson

Many Local Government Pension Schemes are in a stronger position than three years ago to meet future member
benefits, pension advisors have said following the most recent valuations.

Despite market instability brought on by Covid-19 and exacerbated by Russia’s invasion of Ukraine, the overalll
funding level rose to 107% of past service in March 2022, compared to 98.5% in 2019, Hymans Robertson said in
a report.

Analysts reviewed the triennial valuations of 73 of the 86 LGPS funds, and said that on average fund asset values
rose by 27.5% up to March 2022.

Hymans Robertson said the better-than-expected funding outlook has prompted a reduction in employer
contributions, from 21.9% of pay in 2019 to 20.8% now.

Robert Bilton, head of LGPS valuations at Hymans Robertson, said: “Our analysis gives cause for optimism that the
outlook for the long-term funding sustainability of the LGPS is robust, not least due to the hard work that has taken V
place across all funds over the last decade and longer.

“While the good news is welcome, the hard work doesn’t stop, and it is important that funds use the next two years
to continue to systematically review their risks to keep them in the best place possible ahead of the valuations in \
2025.” \

The report said funding levels rose by the most for schemes that were already better-funded in 2019, but balances
increased “across the board” in all funds that were reviewed.

Researchers said higher asset values mean funds will only need to deliver real investment returns of about 1.5% per
year over the next 20 years to ensure they are fully funded.

Hymans said it expects more than three-quarter (77%) of funds to be able meet the annual level of investment
returns by 2040.

“This is a very positive funding position for the LGPS,” the report said.

“Considering that, not so long ago, the Scheme Advisory Board had set up a ‘deficit working group’ and the
significant market events that the LGPS has had to navigate in recent years.

“Being in such a strong position is a testament to the diligent and hard work of administering authorities over the
lost decade.”

Read full report here
LGPS 2022 Valuation - the big picture.pdf (hymans.co.uk]

© 2022 Grant Thornton UK LLP. 10


https://www.hymans.co.uk/media/uploads/LGPS_2022_Valuation_-_the_big_picture.pdf?utm_source=press+release&utm_medium=press+release&utm_campaign=Valuations
https://www.hymans.co.uk/media/uploads/LGPS_2022_Valuation_-_the_big_picture.pdf?utm_source=press+release&utm_medium=press+release&utm_campaign=Valuations

Sustainability reporting in the public sector -

CIPFA

Sustainability reporting in the public sector is in its infancy, and there is an
evolutionary journey to be embarked upon - sooner rather than later.

Sustainability reporting is the recording and disclosure of an organisation’s
environmental impact caused by its activities. It has been widely adopted in the
private sector, but in the public sector it is not the same story.

Having a clear understanding of the overall carbon footprint of the public sector is
vital if we are to tackle climate change, find solutions and encourage sustainable
development.

Public sector sustainability reporting: time to step it up’ provides answers and
positive steps to addressing the most pressing challenges around public sector
sustainability questions. The current patchwork of public sector sustainability
reporting frameworks are inconsistent and confusing. The report draws on already
existing standards and frameworks that are relevant and useful to the public sector,
rather than trying to reinvent the wheel.

Alignment to financial reporting

The report recommends an approach that aligns sustainability reporting with the
wider practice of financial reporting. The four key areas in this approach are
governance, the management approach, performance and targets, and strategy.
‘Public sector sustainability reporting: time to step it up’ provides public finance
professionals with a good understanding of what information needs to be disclosed
and the process in producing a high quality report.

Read full report from CIPFA here

Sustainability Reporting (cipfa.org)

© 2022 Grant Thornton UK LLP.
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https://www.cipfa.org/protecting-place-and-planet/sustainability-reporting
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