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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. 
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Introduction
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Your key Grant Thornton 

team members are:

Paul Dossett 

Key Audit Partner

T (0)20 7728 3180

E paul.dossett@uk.gt.com

Emily McKeown

Manager

T (0)20 7728 3091

E emily.mckeown@uk.gt.com

Mary Adeson

Incharge Accountant

T (0)20 7865 2990

E mary.t.adeson@uk.gt.com

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./

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 audit and interim 

audit in March. We began our work on your draft financial 

statements in July.

In May we issued a detailed audit plan, setting out our proposed 

approach to the audit of the Authority's 2020/21 financial 

statements.

The new group structure, along with the complex investments held 

by the Authority has resulted in the audit team submitting the 

accounts to the Grant Thornton specialist financial reporting team 

who will review them and assist the audit team in assessing 

compliance. 

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 30th September 2021. 

4

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 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 is now no more than three months after the date of 

the opinion on the financial statements.
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Meetings

We met regularly with Officers as part of our liaison meeting 

structure and continue to be in discussions with finance staff 

regarding emerging developments and to ensure the audit 

process is smooth and effective.  We have been notified of 

expectations to the accounts production and audit completion 

timetable. 

Events

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

members and publications to support the Authority. We ran a 

Financial Reporting Workshop in February, which helped to ensure 

that members of local authority Finance Teams 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 

Authority 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. 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 s151 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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2020/21 Deliverables Planned Date Status

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.

May 2021 Complete

Audit Findings Report

The Audit Findings Report will be reported to the September Audit Committee.

September 2021 Not yet due

Auditors Report

This is the opinion on your financial statements.

September 2021 Not yet due

Auditor’s Annual Report

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

September 2021 Not yet due
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Results of Interim Audit Work
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The findings of our interim audit work, and the impact of our findings on the accounts audit approach, are summarised in the table below:

Work performed Conclusions and recommendations

Internal audit We have also reviewed internal audit's work on the Authority's key financial 

systems to date. We have not identified any significant weaknesses impacting 

on our responsibilities. 

Our review of internal audit work has not 

identified any weaknesses which impact on 

our audit approach.

Entity level controls We have obtained an understanding of the overall control environment 

relevant to the preparation of the financial statements including:

• Communication and enforcement of integrity and ethical values

• Commitment to competence

• Participation by those charged with governance

• Management's philosophy and operating style

• Organisational structure

• Assignment of authority and responsibility

• Human resource policies and practices

Our work has identified no material 

weaknesses which are likely to adversely 

impact on the Authority's financial 

statements.

Walkthrough testing We have completed walkthrough tests of the Authority’s controls operating in 

areas where we consider that  there is a significant risk of material 

misstatement to the financial statements. 

Our work has not identified any issues which we wish to bring to your 

attention. Internal controls have been implemented by the Authority in 

accordance with our documented understanding. 

Our work has not identified any 

weaknesses which impact on our audit 

approach.

Journal entry controls We have reviewed the Authority’s journal entry policies and procedures as part 
of determining our journal entry testing strategy and have not identified any 
material weaknesses which are likely to adversely impact on the Authority's 
control environment or financial statements.

Our work has not identified any 

weaknesses which impact on our audit 

approach.
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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. 

Sector Update
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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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The new approach to Value for Money

The nature of value for money work

Section 20 and 21 of the Local Audit and Accountability Act 2014 (the Act), 

require auditors to be satisfied that the body “has made proper arrangements 

for securing economy, efficiency and effectiveness in its use of resources”. The 

auditor’s work on VFM arrangements is undertaken in accordance with the 

Code and its supporting statutory guidance. The Comptroller and Auditor 

General has determined through the 2020 Code and guidance that the key 

output from local audit work in respect of VFM arrangements is the 

commentary as reported in the Auditor’s Annual Report. It is therefore not a 

VFM arrangements ‘conclusion’ or an ‘opinion’ in the same sense as the 

opinion on the financial statements themselves. The Act and the Code require 

auditors to consider whether the body has put in place ‘proper arrangements’ 

for securing VFM. The arrangements that fall within the scope of ‘proper 

arrangements’ are set out in 'AGN 03 Auditors' work on VFM arrangements', 

which is issued by the NAO. When reporting on these arrangements, the Code 

requires auditors to structure their commentary on arrangements under three 

specified reporting criteria:

Financial sustainability

How the body plans and manages its resources to ensure it can continue to 

deliver its services, including how the body:

• ensures that it identifies all the significant financial pressures that are 

relevant to its short and medium-term plans and builds these into them;

• plans to bridge its funding gaps and identifies achievable savings;

• plans finances to support the sustainable delivery of services in accordance 

with strategic and statutory priorities;

• ensures that its financial plan is consistent with other plans such as 

workforce, capital, investment, and other operational planning which may 

include working with other local public bodies as part of a wider system; and

• identifies and manages risks to financial resilience, e.g. unplanned changes 

in demand, including challenge of the assumptions underlying its plans.

Governance

How the body ensures that it makes informed decisions and properly manages 

its risks, including how the body:

• monitors and assesses risk and how the body gains assurance over the 

effective operation of internal controls, including arrangements to prevent 

and detect fraud;

• approaches and carries out its annual budget setting process;

• ensures effective processes and systems are in place to ensure budgetary 

control; to communicate relevant, accurate and timely management 

information (including non-financial information where appropriate); supports 

its statutory financial reporting requirements; and ensures corrective action 

is taken where needed;

• ensures it makes properly informed decisions, supported by appropriate 

evidence and allowing for challenge and transparency. This includes 

arrangements for effective challenge from those charged with 

governance/audit committee; and

• monitors and ensures appropriate standards, such as meeting 

legislative/regulatory requirements and standards in terms of officer or 

member behaviour (such as gifts and hospitality or declarations/conflicts of 

interests).

9
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The new approach to Value for Money

Improving economy, efficiency and effectiveness

How the body uses information about its costs and performance to improve the 

way it manages and delivers its services, including:

• how financial and performance information has been used to assess 

performance to identify areas for improvement;

• how the body evaluates the services it provides to assess performance and 

identify areas for improvement;

• how the body ensures it delivers its role within significant partnerships, 

engages with stakeholders it has identified, monitors performance against 

expectations, and ensures action is taken where necessary to improve; and

• where the body commissions or procures services, how the body ensures 

that this is done in accordance with relevant legislation, professional 

standards and internal policies, and how the body assesses whether it is 

realising the expected benefits.

10

More 
meaningful 
and timely 
reporting

Maximising 
the value 

from 
auditor’s 

work

More 
freedom to 
reflect local 

context

VFM arrangements commentary and recommendations
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The new approach to Value for Money

The table below details what will be reported in the Auditor’s Annual 

Report:

11

Section of report Content
Commentary on 

arrangements

An explanation of the VFM work that has been 

undertaken during the year, including the risk 

assessment and any further risk-based work. It will 

also highlight any significant weaknesses that have 

been identified and brought to the body’s attention. 

The commentary will allow auditors to better reflect 

local context and draw attention to emerging or 

developing issues which may not represent 

significant weaknesses, but which may nevertheless 

require attention from the body itself.

Recommendations Where an auditor concludes that there is a significant 

weakness in a body’s arrangements, they report this 

to the body and support it with a recommendation for 

improvement.

Progress in 

implementing 

recommendations

Where an auditor has reported significant 

weaknesses in arrangements in the previous year, 

the auditor should follow up recommendations issued 

previously and include their view as to whether the 

recommendations have been implemented 

satisfactorily.

Use of additional 

powers

Where an auditor uses additional powers, such as 

making statutory recommendations or issuing a 

public interest report, this should be reported in the 

auditor’s annual report.

Opinion on the 

financial statements

The auditor’s annual report also needs to summarise 

the results of the auditor’s work on the financial 

statements.

Type of 

recommendation

Definition

Statutory 

recommendation

Where auditors make written recommendations to the 

body under Section 24 and Schedule 7 of the Local 

Audit and Accountability Act 2014. A recommendation 

of this type requires the body to discuss and respond 

publicly to the report. 

Key recommendation Where auditors identify significant weaknesses in a 

body’s arrangements for securing value for money, they 

have to make recommendations setting out the actions 

that the body should take to address them

Improvement 

recommendation

Where auditors do not identify a significant weakness in 

the body’s arrangements, but still wish to make 

recommendations about how the body’s arrangements 

can be improved

The table below details the three types of recommendations 

that auditors can make. Auditors may make recommendations 

at any time during the year.
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Revised auditing standard: Auditing Accounting 
Estimates and Related Disclosures 
In the period December 2018 to January 2020 the Financial Reporting Council 

issued a number of updated International Auditing Standards (ISAs (UK)) which are 

effective for audits of financial statements for periods beginning on or after 15 

December 2019. ISA (UK) 540 (revised): Auditing Accounting Estimates and 

Related Disclosures includes significant enhancements in respect of the audit risk 

assessment process for accounting estimates.

Introduction

Under ISA (UK) 540 (Revised December 2018) auditors are required to understand 

and assess an entity’s internal controls over accounting estimates, including:

• The nature and extent of oversight and governance over management’s financial 

reporting process relevant to accounting estimates;

• How management identifies the need for and applies specialised skills or 

knowledge related to accounting estimates;

• How the entity’s risk management process identifies and addresses risks relating 

to accounting estimates;

• The entity’s information system as it relates to accounting estimates; 

• The entity’s control activities in relation to accounting estimates; and

• How management reviews the outcomes of previous 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. 

Specifically do Audit Committee members:

• Understand the characteristics of the methods and models used to make the 

accounting estimates and the risks related to them;

• Oversee management’s process for making accounting estimates, including the 

use of models, and the monitoring activities undertaken by management; and

• Evaluate how management made the accounting estimates?

Additional information that will be required for our March 2021 audits

To ensure our compliance with this revised auditing standard, we will be requesting 

further  information from management and those charged with governance during 

our audit for the year ended 31 March 2021 in all areas summarised above for all 

material accounting estimates that are included in the financial statements.

Based on our knowledge of the Authority we have identified the following material 

accounting estimates for which this is likely to apply:

• Valuations of land and buildings, council dwellings and investment properties

• Depreciation

• Year end provisions and accruals

• Credit loss and impairment allowances 

• Valuation of defined benefit net pension fund liabilities

• Fair value estimates

• Valuation of level 2 and level 3 financial instruments

The Authority’s Information systems

In respect of the Authority’s information systems we are required to consider how 

management identifies the methods, assumptions and source data used for each 

material accounting estimate and the need for any changes to these. This includes 

how management selects, or designs, the methods, assumptions and data to be 

used and  applies the methods used in the valuations.

When the models used include increased complexity or subjectivity, as is the case 

for many valuation models, auditors need to understand and assess the controls in 

place over the models and the data included therein. Where adequate controls are 

not in place we may need to report this as a significant control deficiency and this 

could affect the amount of detailed substantive testing required during the audit.

If management has changed the method for making an accounting estimate we will 

need to fully understand management’s rationale for this change. Any unexpected 

changes are likely to raise the audit risk profile of this accounting estimate and may 

result in the need for additional audit procedures.

12
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We are aware that the Authority uses management experts in deriving some of its 

more complex estimates, e.g. asset valuations and pensions liabilities. However, it 

is important to note that the use of management experts does not diminish the 

responsibilities of management and those charged with governance to ensure that:

• All accounting estimates and related disclosures included in the financial 

statements have been prepared in accordance with the requirements of the 

financial reporting framework, and are materially accurate; 

• There are adequate controls in place at the Authority (and where applicable its 

service provider or management expert) over the models, assumptions and 

source data used in the preparation of accounting estimates.

Estimation uncertainty

Under ISA (UK) 540 (Revised December 2018) we are required to consider the 

following:

• How management understands the degree of estimation uncertainty related to 

each accounting estimate; and 

• How management addresses this estimation uncertainty when selecting their 

point estimate.

For example, how management identified and considered alternative methods, 

assumptions or source data that would be equally valid under the financial reporting 

framework, and why these alternatives were rejected in favour of the point estimate 

used.

The revised standard includes increased emphasis on the importance of the 

financial statement disclosures. Under ISA (UK) 540 (Revised December 2018), 

auditors are required to assess whether both the accounting estimates themselves 

and the related disclosures are reasonable. 

Where there is a material uncertainty, that is where there is a significant risk of a 

material change to the estimated carrying value of an asset or liability within the 

next year, there needs to be additional disclosures. Note that not all material 

estimates will have a material uncertainty and it is also possible that an estimate 

that is not material could have a risk of material uncertainty.

Where there is material estimation uncertainty, we would expect the financial 

statement disclosures to include:

• What the assumptions and uncertainties are;

• How sensitive the assets and liabilities are to those assumptions, and why;

• The expected resolution of the uncertainty and the range of reasonably possible 

outcomes for the next financial year; and

• An explanation of any changes made to past assumptions if the uncertainty is 

unresolved.

How can you help?

As part of our planning risk assessment procedures we routinely make a number of 

enquiries of management and those charged with governance, which include 

general enquiries, fraud risk assessment questions, going concern considerations 

etc. Responses to these enquires are completed by management and confirmed by 

those charged with governance at an Audit Committee meeting. For our 2020/21 

audit we will be making additional enquires on your accounting estimates in a 

similar way (which will cover the areas highlighted above). We would appreciate a 

prompt response to these enquires in due course.

Further information

Further details on the requirements of ISA (UK) 540 (Revised December 2018) can 

be found in the auditing standard on the Financial Reporting Council’s website:

https://www.frc.org.uk/getattachment/0fa69c03-49ec-49ae-a8c9-

cc7a2b65382a/ISA-(UK)-540_Revised-December-2018_final.pdf
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Insight into accounting for grants in local 
government financial statements – Grant 
Thornton

The government has provided a range of financial support packages 

throughout the COVID-19 pandemic.

We have issued a brief bulletin aimed at helping local government bodies 

identify the key things they should consider when determining the 

accounting treatment for these grants in their financial statements for 

2020/21.

There are no changes to the accounting treatment for grants as required by 

the CIPFA Code of Practice on Local Authority Accounting. What has 

changed, is the extent of additional funding to support the cost of services, 

to offset other income losses along with grant packages to be paid out to 

support local business. Local authorities need to consider the nature and 

terms of the various COVID-19 measures in order to determine whether 

there is income and expenditure to be recognised in the Comprehensive 

Income and Expenditure Statement in 2020/21.

The report highlights the factors to consider, including:

• Where the funding is to be transferred to other parties, is the authority 

acting as principal or as agent?

• Are there grant conditions outstanding?

• Is the grant a specific or non-specific grant?

Our bulletin provides you with links to further information on the various 

support packages and summarises features that may be relevant to your 

judgements as you determine the appropriate accounting treatment.

Local authorities need to demonstrate their judgements on the accounting 

treatment to be reasonable and soundly based and, where these have a 

significant effect on the accounts,  to ensure they include sufficient 

disclosures to meet the requirements of IAS 1:122. 

Please ask your audit manager for the full report:

14
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What can be learned from Public Interest 
Reports?– Grant Thornton

2020 will be remembered as a tumultuous year in local government, with 

the pandemic creating unprecedented pressure on the sector. It also saw 

the appearance of two Public Interest Reports (PIRs), followed by another 

in January this year – the first to be issued in the sector since 2016. PIR’s 

can be issued by local auditors if there are significant concerns around 

council activity, such as major failings in finance and governance.

The recent PIRs have made headlines because, up to this point, very few 

have ever been issued. But, as our latest report “Lessons from recent Public 

Interest Reports” explores, all three illustrate some of the fundamental 

issues facing the wider sector and provide a lesson for all local authorities 

around: weaknesses in financial management; governance and scrutiny 

practices; and council culture and leadership; which, when combined, can 

provide fertile ground for the kind of significant issues we might see in a 

PIR.

The COVID-19 pandemic highlighted four essential factors we probably 

always knew about local government, have often said, but which are now 

much better evidenced:

1) Local government has provided fantastic support to its communities in 

working with the NHS and other partners to deal with the multifaceted 

challenges of the pandemic.

2) Britain’s long centralised approach to government has been exposed to 

some degree in terms of its agility to tailor pandemic responses to 

regional and local bodies. This is recognised by the current government 

who continue to pursue the options for devolution of powers to local 

bodies. Track and Trace delivered centrally has not been as successful 

as anticipated and, according to government figures, local interventions 

have had more impact.
The full report is available here:

Lessons from recent Public Interest Reports | Grant Thornton
15

3) Years of reduced funding from central government have exposed the 

underlying flaws in the local authority business model, with too much 

reliance on generating additional income.

4) Not all authorities exercise appropriate care with public money; not all 

authorities exercise appropriate governance; and not all authorities have 

the capability of managing risk, both short and long term. Optimism bias 

has been baked into too many councils’ medium-term plans.

The PIRs at Nottingham City Council (August 2020), the London Borough of 

Croydon (October 2020), and Northampton Borough Council (January 

2021) are clear illustrations of some of the local government issues 

identified above. The audit reports are comprehensive and wide-ranging 

and a lesson for all local authorities. Local authorities have a variety of 

different governance models. These range from elected mayor to the 

cabinet and a scrutiny system approach, while others have moved back to 

committee systems. Arguments can be made both for and against all of 

these models. However, in the recent PIR cases, and for many other local 

authorities, it’s less about the system of governance and more about how it 

operates, who operates it and how willing they are to accept scrutiny and 

challenge.

There are a number of lessons to be learned from the recent PIR reports 

and these can be broken down into three key areas which are explored 

further in our report:

1) The context of local government in a COVID-19 world

2) Governance, scrutiny, and culture

3) Local authority leadership.

https://www.grantthornton.co.uk/en/insights/lessons-from-recent-public-interest-reports/
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Annual Transparency Report – Grant Thornton

As auditors of several listed entities as well as nearly one hundred major 

local audits, we are required as a firm to publish an annual transparency 

report. 

The report contains a variety of information which we believe is helpful to 

audit committees as well as wider stakeholders. The Financial Reporting 

Council (FRC) in their thematic review of transparency reporting noted that 

they are keen to see more Audit Committee Chairs actively engaging and 

challenging their auditors on audit quality based on the information 

produced in Transparency reports on a regular basis. We agree with the 

FRC and are keen to share our transparency report and discuss audit 

quality with you more widely. 

The transparency report provides details of our: 

• Leadership and governance structures 

• Principle risks and Key Performance Indicators

• Quality, risk management and internal control structure

• Independence and ethics processes

• People and culture

• Compliance with the Audit Firm Governance code and EU Audit directive 

requirements

We have made significant developments in the year as part of our Local 

Audit Investment Plan to improve our audit quality. We welcome an 

opportunity to discuss these developments and our transparency report 

should you wish.

The full report is available here:

Transparency report 2020 (grantthornton.co.uk)
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https://www.grantthornton.co.uk/globalassets/1.-member-firms/united-kingdom/pdf/annual-reports/transparency-report-2020.pdf
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Government response to Redmond review –
MHCLG

Government has published an update on the Ministry of Housing, 

Communities & Local Government response to Sir Tony Redmond’s 

independent review into the effectiveness of external audit and 

transparency of financial reporting in local authorities.

The MHCLG press release states “The Audit, Reporting and Governance 

Authority (ARGA) – the new regulator being established to replace the 

Financial Reporting Council (FRC) – will be strengthened with new powers 

over local government audit, protecting public funds and ensuring councils 

are best serving taxpayers.

The new regulator, which will contain a standalone local audit unit, will bring 

all regulatory functions into one place, to better coordinate a new, simplified 

local audit framework. 

ARGA will continue to act as regulator and carry out audit quality reviews as 

the FRC does now. It will now also provide annual reports on the state of 

local audit and take over responsibility for the updated Code of Local Audit 

Practice – the guidelines councils are required to follow. 

The government has confirmed that the Public Sector Audit Appointments 

(PSAA) will continue as the appointing body for local audit, in charge of 

procurement and contract management for local government auditors. 

In the immediate term, MHCLG will set up and chair a Liaison Committee, 

which will comprise senior stakeholders across the sector that will oversee 

the governance of the new audit arrangements and ensure they are 

operating effectively.”
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The press release can be found here:

https://www.gov.uk/government/news/government-

publishes-update-to-audit-review-response

The press release goes on to state the “measures finalise 

the government’s response to Sir Tony Redmond’s 

independent review into local audit, carried out last year.

The government has already announced £15 million to 

support councils with additional costs in audit fees, and 

recently consulted on the distribution of this funding. 

Government is also consulting on improving flexibility on 

audit fee setting and has extended the deadline for when 

councils must publish their audited accounts.

https://www.psaa.co.uk/2020/12/news-release-2019-20-audited-accounts/
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Consultation on 2023-24 audit appointments –
Public Sector Audit Appointments

Public Sector Audit Appointments (PSAA) is consulting on the Draft 

prospectus for 2023 and beyond. 

PSAA state “Our primary aim is to secure the delivery of an audit service of 

the required quality for every opted-in body at a realistic market price and to 

support the drive towards a long term competitive and more sustainable 

market for local public audit services.

The objectives of the procurement are to maximise value for local public 

bodies by:

• securing the delivery of independent audit services of the required 

quality;

• awarding long term contracts to a sufficient number of firms to enable the 

deployment of an appropriately qualified auditing team to every 

participating body;

• encouraging existing suppliers to remain active participants in local audit 

and creating opportunities for new suppliers to enter the market;

• encouraging audit suppliers to submit prices which are realistic in the 

context of the current market;

• enabling auditor appointments which facilitate the efficient use of audit 

resources;

• supporting and contributing to the efforts of audited bodies and auditors 

to improve the timeliness of audit opinion delivery; and

• establishing arrangements that are able to evolve in response to 

changes to the local audit framework.”
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The news article can be found here:

https://www.psaa.co.uk/about-us/appointing-person-

information/appointing-period-2023-24-2027-28/prospectus-

2023-and-beyond/draft-prospectus-for-2023-and-

beyond/page/7/

The plans include proposals to adjust the procurement ratio between quality 

and costs from an equal 50:50 to 80:20, as well as trying to bring new 

suppliers in to the market.

The consultation on the PSAA’s proposals closes on 8 July.

https://www.psaa.co.uk/2020/12/news-release-2019-20-audited-accounts/
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