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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. It is
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. Grant
Thornton 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

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

Your key Grant Thornton progress in delivering our responsibilities as your external auditors.

team members are:

lain Murray Members of the Audit and Governance Committee can find useful material on our website,

Key Audit Partner where we have a section dedicated to our work in the public sector. Here you can download

T +44 (0)20 7728 3328 copies of our publications https://www.grantthornton.co.uk/en/services/public-sector-
services/

E lain.G.Murray@uk.gt.com

Sophia Brown

Director If you would like further information on any items in this briefing, or would like to register with
T +44 (0)20 7728 3179 Grant Thornton to receive regular email updates on issues that are of interest to you, please
E Sophia.Y.Brown@uk.gt.com contact either your Engagement Lead or Engagement Manager.

Omer Awais

Manager
T +4k (0)20 7184 4605
E Omer.Awais@uk.gt.com
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Progress at 29 April 2022

Financial Statements Audit

We undertook our initial planning for the 2020/21 audit in March 2021, and
received draft accounts in October. Since then we have been making steady
progress with the audit but there are still a number of significant areas that
need to be completed before we are able to issue our opinion.

Upon receiving the latest version of the financial statements, we have
identified a number of issues. These include but are not limited to

* missing primary statements such as group cash flows and comparative
figures for the group’s balance sheet,

* inconsistencies within the key financial statements and the notes forming
part thereof,

* inconsistencies between the word formatted statements and the excel
workings provided to support them,

¢ a lack of schedule which reconciles the movements from the first version of
draft financial statements and the latest version.

We have raised a number of queries in respect of group accounts. These
include listings and registers for the assets of some of the component entities
and the accuracy of the consolidation exercise undertaken to produce the
group accounts. We are still waiting for management’s assessment of the
components for potential consolidation.

We have encountered significant difficulties with the bank reconciliation
process and there are a number of areas which are now with the council for
rectification. We understand that the impact of the actions management are
proposing will result in changes to loans, debtors and creditors disclosed in
the financial statements. And may result in the need for additional audit
testing in those areas.
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At the time of drafting this update there are 90 sample items for which we are
waiting for evidence. These samples relate to a number of areas of the
financial statements.

We have also raised more general queries in the area below. Please note that
the list is not exhaustive as more queries may be raised once we received a
newer version of accounts:

» Grantincome (where we have been unable to select a sample)
* Housing Benefits Expenditure

* Capital commitments

* Leases

* Financial Instruments

* Derecognition of Schools

* EFA and pooled budget notes.

Further to these issues, which are specific to the Council’s audit there is a
sector wide mater which is causing further delay to Local Authority audits.
The CIPFA Code of Practice on Local Authority Accounting prescribes the
accounting treatment and disclosure requirements for infrastructure assets.
The Code requires infrastructure to be reported in the Balance Sheet at
depreciated historical cost, that is historic cost less accumulated
depreciation and impairment. The Code also requires a reconciliation of gross
carrying amounts and accumulated depreciation and impairment from the
beginning to the end of the reporting period. These requirements of the Code
derived from IAS 16 Property, Plant and Equipment. There is a concern that
audited bodies are not able to apply the full requirements of the Code, in
particular derecognition of parts of assets when there subsequent
expenditure on them is capitalised. This issue is currently being considered by
a CIPFA via an Urgent Task and Finish Group with an outcome anticipated in
June 2022.



Progress at 29 April 2022 (cont.)

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 was the introduction of an Auditor’s Annual 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 for the issue of the
Auditor's Annual Report is now no more than three months after the date of
the opinion on the financial statements. We anticipate issuing our Auditor’s
Annual Report alongside our opinion on the financial statements.
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