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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 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 your business or any 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

Members of the Audit Committee can find further useful material on our website www.grant-

thornton.co.uk, where we have a section dedicated to our work in the public sector. Here you can 

download copies of our publications including:

• Income generation is an increasingly essential part of providing sustainable 

local services ; http://www.grantthornton.co.uk/en/insights/the-income-

generation-report-local-leaders-are-ready-to-be-more-commercial/

• Social enterprises are becoming increasingly common vehicles for delivering 

services that are not an ‘essential’ service for an authority but still important 

to the local community; http://www.grantthornton.co.uk/en/insights/a-

guide-to-setting-up-a-social-enterprise/

• Fraud risk, 'adequate procedures', and local authorities; 

http://www.grantthornton.co.uk/en/insights/fraud-risk-adequate-procedures-and-local-

authorities/

• Brexit and local government;   http://www.grantthornton.co.uk/en/insights/a-global-britain-

needs-more-local-government-not-less/ and  

http://www.grantthornton.co.uk/en/insights/brexit-local-government--transitioning-

successfully/

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.

This paper provides the Audit Committee with a report 

on progress in delivering our responsibilities as your 

external auditors. 

Chris Hackett

Manager
T 0117 3057876

M 07880 456130

E Chris.I.Hackett@uk.gt.com

Elizabeth Cave

Engagement Lead
T 0117 3057885

M 07880 456128

E Liz.A.Cave@uk.gt.com

http://www.grantthornton.co.uk/en/insights/the-income-generation-report-local-leaders-are-ready-to-be-more-commercial/
http://www.grantthornton.co.uk/en/insights/a-guide-to-setting-up-a-social-enterprise/
http://www.grantthornton.co.uk/en/insights/a-global-britain-needs-more-local-government-not-less/
http://gtukintranet.gtukint.com/MARKETIN/IStore.nsf/vwDocDisplay/EF966327FFD788E180257B09003CB7AE/$File/Cave_Liz_13696-065-_H&S.jpg
http://gtukintranet.gtukint.com/MARKETIN/IStore.nsf/vwDocDisplay/8DAC634282C1AED380257B270042F8C9/$File/Hackett_Chris_13695-067-H&S.jpg
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Progress at 28 November 2017
2016/17 audit

2016/17 work Completed Comments

Fee Letter 
We issued the 'Planned' fee letter for 2016/17 in April 2016. April 2016

Accounts Audit Plan
We are required to issue a detailed accounts audit plan to the 

Council setting out our proposed approach in order to give an 

opinion on the Council's 2016-17 financial statements.

We also inform you of any subsequent changes to our audit 

approach.

April 2017

Reported to the April Audit Committee meeting

Interim accounts audit 
Our interim fieldwork visit includes:

• updating our review of the Council's control environment

• updating our understanding of financial systems

• review of Internal Audit reports on core financial systems

• early work on emerging accounting issues

• early substantive testing

Yes

Reported in Accounts Audit Plan.

Progress against plan
On track

Opinion and VfM conclusion

On Track

Outputs delivered Fee letter, 

accounts audit plan.
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Progress at 28 November 2017

2016/17 work Completed Comments

Final accounts audit
Including:

• Audit of the 2016-17 financial statements

• proposed opinion on the Council's accounts

Yes

The matters arising were reported to the  

September Audit Committee.  We 

issued our opinion on 20 September  

2017.

Value for money
Including review of arrangements and risks identified in the Accounts Audit Plan.

Yes The matters arising from our work were 

reported to the September Audit 

Committee. We issued our Conclusion 

on  20 September.

Grant Certification
We are required to complete work on the following returns:

- Housing Benefit

- Homes and Communities Agency return

- Teachers Pension Return

- Pooled capital receipts return

N/A Our work will be completed by the 

deadline of 30 November 2017.

Other activities

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

and publications to support the Council.

Annual Audit Letter

On-going

Yes

Our accounts workshop took place on  

1st March 2017.

The Annual Audit Letter was issued on   

October 18 2017.



Technical Matters
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Code of  Practice on Local Authority 
Accounting in the United Kingdom 
2017/18 and forthcoming provisions 
for IFRS 9 and IFRS 15
Code of Practice on Local Authority Accounting in the 

United Kingdom 2017/18 

CIPFA/LASAAC has issued the Local Authority Accounting 

Code for 2017/18. The main changes to the Code include:

• amendments to section 2.2 (Business Improvement 

District Schemes (England, Wales and Scotland), Business 

Rate Supplements (England), and Community 

Infrastructure Levy (England and Wales)) for the 

Community Infrastructure Levy to clarify the treatment of 

revenue costs and any charges received before the 

commencement date 

• amendment to section 3.1 (Narrative Reporting) to 

introduce key reporting principles for the Narrative Report 

• updates to section 3.4 (Presentation of Financial 

Statements) to clarify the reporting requirements for 

accounting policies and going concern reporting 

• changes to section 3.5 (Housing Revenue Account) to 

reflect the Housing Revenue Account (Accounting 

Practices) Directions 2016 disclosure requirements for 

English authorities 

• following the amendments in the Update to the 2016/17 

Code, changes to sections 4.2 (Lease and Lease Type 

Arrangements), 4.3 (Service Concession Arrangements: 

Local Authority as Grantor), 7.4 (Financial Instruments –

Disclosure and Presentation Requirements)

Technical Matters

• amendments to section 6.5 (Accounting and 

Reporting by Pension Funds) to require a new 

disclosure of investment management transaction 

costs and clarification on the approach to investment 

concentration disclosure.

Forthcoming provisions for IFRS 9  and IFRS 15

CIPFA/LASAAC has issued ‘Forthcoming provisions 

for IFRS 9 Financial Instruments and IFRS 15 Revenue 

from Contracts with Customers in the Code of Practice 

on Local Authority Accounting in the United Kingdom 

2018’. It sets out the changes to the 2018/19 Code in 

respect of IFRS 9 Financial Instruments and IFRS 15 

Revenue from Contracts with Customers. It has been 

issued in advance of the 2018/19 Code to provide local 

authorities with time to prepare for the changes required 

under these new standards. 

IFRS 9 replaces IAS 39 Financial Instruments: 

Recognition and Measurement. IFRS 9 includes a single 

classification approach for financial assets, a forward 

looking ‘expected loss’ model for impairment (rather 

than the ‘incurred loss’ model under IAS 39) and some 

fundamental changes to requirements around hedge 

accounting.

IFRS 15 replaces IAS 18 Revenue and IAS 11 

Construction Contracts. IFRS 15 changes the basis for 

deciding whether revenue is recognised at a point in time 

or over a period of time and introduces five steps for 

revenue recognition. 

It should be noted that the publication does not have the 

authority of the Code and early adoption of the two 

standards is not permitted by the 2017/18 Code.



Sector issues and developments
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Procurement of  external audit 
services

Procurement outcome

As a result of the highly successful procurement of auditor services, opted-in Local 

government and police bodies throughout England will collectively benefit from 

reduced fees for audit services in 2018/19 compared to 2016/17. Aggregate savings 

are expected to exceed £6 million per annum, equivalent to a reduction of 

approximately 18% in the scale fees payable by local bodies.

The results of the process announced on 20 June 2017 involve the award of the 

following contracts:

• Lot 1 of approx. £14.6 million per audit year was awarded to Grant Thornton 

LLP; 

• Lot 2 of approx. £10.9 million per audit year was awarded to EY LLP; 

• Lot 3 of approx. £6.6 million per audit year to awarded to Mazars LLP; 

• Lot 4 of approx. £2.2 million per audit year to awarded to BDO LLP; 

• Lot 5 of approx. £2.2 million per audit year to awarded to Deloitte LLP; and 

• Lot 6 with no guaranteed value of work to awarded to a consortium of Moore 

Stephens LLP and Scott-Moncrieff LLP.

Contracts were awarded on the basis of most economically advantageous tender with 

50% of the available score awarded to price and 50% awarded to quality.

The procurement strategy, agreed by the PSAA Board in December 2016, sets out the 

basis on which the procurement of audit services was carried out.

Having concluded the procurement, PSAA will commence the process of appointing 

auditors to opted-in bodies. For more information on the auditor appointment 

process click here.

Finalising and confirming appointments

The PSAA Board will approve all proposed appointments from 2018/19, 

following consultation with audited bodies, at its meeting in mid-December. 

The Board’s decision on the appointment of auditors is final. Following 

Board consideration, we will write to each audited body to confirm their 

appointment. We plan to send all confirmations on 18 December..

Housing Benefit (Subsidy) Assurance Process 2018/19: 

Module 1 Special Purpose Framework Instruction:

This Circular sets out the arrangements for the audit of the housing benefits 

subsidy for 2018/19. It is for the LA to appoint a reporting accountant to 

undertake this work and notify the DWP of this. A standard letter of 

notification for the LA use is set out in Appendix 1. This letter of 

notification must be issued to the DWP by the LA no later than the 1st 

March 2018.

Sector Issues

http://www.psaa.co.uk/appointing-auditors/201718-2/


Grant Thornton
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Setting up a successful social 
enterprise

Local government continues to innovate as it reacts to 

ongoing austerity. An important strand of this 

response has been the development of alternative 

delivery models, including local authority trading 

companies, joint ventures and social enterprises. 

This report focuses on social enterprises in local 

government; those organisations that trade with a 

social purpose or carry out activities for community 

benefit rather than private advantage. Social 

enterprises come in a variety of shapes and sizes as 

they do not have a single legal structure or ownership 

rule and can adopt any corporate form as long as it 

has a social purpose. 

In this report we explore what social enterprises look 

like, the requirements for setting one up, how they 

should be managed to achieve success and how they 

can be ended. 

We have complemented this with a range of case 

studies providing inspiring ideas from those that have 

been successful and some lessons learned to take into 

consideration.

Key findings from the report:

•Austerity continues to be a key driver for change: social 

enterprises are a clear choice where there is an 

opportunity to enhance the culture of community 

involvement by transferring these services into a 

standalone entity at its centre

•The social enterprise model tends to lend itself more to 

community services such as libraries, heritage 

management and leisure, but not exclusively so

•Social enterprises can open up new routes of funding 

including the ability to be flexible on pricing and access 

to pro bono or subsidised advice

•Some local authorities have converted exiting models 

into social enterprises; for example where a greater focus 

on social outcomes has been identified

Striking a balance between financial and social 

returns

If you are a local authority looking to transition a public 

service to a social enterprise model certain factors will be 

key to your success including: leadership, continuing the 

culture, branding, staff reward and secure income stream.

Download our guide to explore how to handle these 

factors to ensure success, the requirements for setting up a 

social enterprise; and how social enterprise can be ended. 

The guide also showcases a number of compelling case 

studies from local authorities around England, featuring 

inspiring ideas from those social enterprises that have been 

a success; and lessons learned from those that have 

encountered challenges.

Grant Thornton publications

http://www.grantthornton.co.uk/en/insigh

ts/a-guide-to-setting-up-a-social-

enterprise/

http://www.grantthornton.co.uk/en/insights/a-guide-to-setting-up-a-social-enterprise/
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