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Commercial in confidence

This paper provides the Independent Audit Committee with a report on 

progress in delivering our responsibilities as your external auditor. 

The paper also includes a summary of emerging national issues and developments that may be relevant to you.

Members of the Independent 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. Click on the 

following link to be directed to the website https://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.
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Progress at April 2021 
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Other areas

Meetings

We met with Finance Officers in April as part of audit 

planning for 2020/21. We continue to be in 

discussions with finance staff regarding emerging 

developments and to ensure the audit process is 

smooth and effective. 

Events

Our annual chief accountants workshops took place 

in early 2021 and were a chance for your finance 

officers to speak to peers and can an understanding 

of the key changes impacting this year’s accounts. 

Officers from your finance team attended the 

workshop.

2019/20 

We issued an unqualified audit opinion on the Devon 

and Cornwall PCC/Group and Chief Constable’s 

financial statements on 27 January 2021. 

We issued an unqualified audit opinion on the Dorset 

PCC/Group and Chief Constable’s financial 

statements on 8 February 2021. 

2020/21

We undertook our initial planning for the 2020/21 

audit in March 2021, and the interim audit is in 

progress currently. Our interim fieldwork includes:

• Updated review of the control environment

• Updated understanding of financial systems

• Review of Internal Audit reports on core financial 

systems

• Understanding how the bodies make material 

estimates for the financial statements

• Early work on emerging accounting issues

There are no issues to bring to your attention at this 

time.

Later this month we intend to issue our detailed audit 

plans, setting out our proposed approach to the 

audits of the 2020/21 financial statements.

We are currently discussing the proposed timescales 

for the final accounts audits with officers.

Value for Money

On 1 April 2020, the National Audit Office introduced a 

new Code of Audit Practice which came 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 new set of key criteria, covering financial 

sustainability, governance and improvements in 

economy, efficiency and effectiveness

• 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

• 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.

Further detail on the NAO’s revised approach to VFM 

work can be found here: https://www.nao.org.uk/code-

audit-practice/wp-content/uploads/sites/29/2019/12/AGN-

03-Auditors-Work-on-Value-for-Money-Arrangements.pdf

Due to the change in approach, a fee variation will be 

needed for 2020/21 and we will be discussing this with 

the Chief Finance Officers as part of agreeing the Audit 

Plans.

The new Code of Audit Practice issued by the NAO can 

be found here: https://www.nao.org.uk/code-audit-

practice/wp-

content/uploads/sites/29/2020/01/Code_of_audit_practice

_2020.pdf

https://www.nao.org.uk/code-audit-practice/wp-content/uploads/sites/29/2019/12/AGN-03-Auditors-Work-on-Value-for-Money-Arrangements.pdf
https://www.nao.org.uk/code-audit-practice/wp-content/uploads/sites/29/2020/01/Code_of_audit_practice_2020.pdf
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Policing services are rapidly changing. Increased 

demand from the public and more complex 

crimes require a continuing drive to achieve 

greater efficiency in the delivery of police 

services. Public expectations of the service 

continue to rise in the wake of recent high-profile 

incidents, and there is an increased drive for 

greater collaboration between Forces and wider 

blue-light services.

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 Police service 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 police sections on the 

Grant Thornton website by clicking on the logos below:

• Grant Thornton Publications

• Insights from sector specialists

• Accounting and regulatory updates

Public Sector Police

http://www.grantthornton.co.uk/industries/public-sector
http://www.grantthornton.co.uk/en/insights/?tags=police#filters
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Home Office
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Police to receive more than £15 billion to fight crime and recruit more officers

Policing will receive up to £15.8 billion to support safer communities and cut crime.

The 2021 to 2022 funding package will include over £400 million to recruit 20,000 extra officers by 2023, building on the success of the first year 

of the recruitment campaign – which has already delivered almost 6,000 additional police officers.

Alongside getting more officers out on the street, the funding settlement will enable policing to tackle serious violence and increase the number 

of specialist officers tackling terrorism and serious organised crime, including child sexual abuse and drug trafficking.

The 2021 to 2022 funding package means an increase of up to £636 million on last year, should police and crime commissioners (PCCs) take 

full advantage of police precept flexibility.

The government also recognises that, during the coronavirus pandemic, huge demands have been made of the police.

That is why it has provided additional support throughout, including £30 million of surge funding to help forces step up COVID-19 enforcement 

activities in 2020 to 2021, and why it reimbursed all additional personal protective equipment (PPE) purchased between March and July.

The full article can be accessed here.

https://assets.publishing.service.gov.uk/government/uploads/system/uploads/attachment_data/file/773083/CCS207_CCS1218246368-001_Police_Settlement_Web_Accessable.pdf
https://www.gov.uk/government/news/police-to-receive-more-than-15-billion-to-fight-crime-and-recruit-more-officers
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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 those charged with governance:

• 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 entity 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, 

• Valuation of defined benefit net pension fund liabilities

• PFI liability (Dorset only)

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 address 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.
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Good practice in annual reporting – National 
Audit Office

The National Audit Office (NAO) state that the guide, launched in February, 

“Sets out our good practice principles for good annual reporting and 

provides illustrative examples taken from public sector organisations who 

are leading the way in this area.

The guide draws on examples of good practice from within each of the six 

sections of an Annual Report:

• Strategy

• Risk

• Operations

• Governance

• Measures of success

• Financial performance

The NAO also state that the guide “provides further examples where bodies 

have made their context more understandable to the reader through use of 

graphics and clear language and signposting.”

However, The NAO observe ”Done well, reporting in the public sector 

enables the public and Parliament to understand – with ease and 

confidence – an organisation’s strategy and the risks it faces, how much 

taxpayers’ money has been spent and on what, and what has been 

achieved as a result.”

Further, the NAO note “The significant impacts of the pandemic emerged in 

the UK in mid-March 2020. This means that, for many organisations, the 

reporting impact will be greater in 2020-21 than in the prior year. 

Transparent annual reporting will help stakeholders understand the impact 

of COVID-19 on an organisation’s strategy, plans and operational and 

financial performance.”
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The full report can be obtained from the NAO website:

https://www.nao.org.uk/report/good-practice-in-annual-reports-february-2021/

https://www.nao.org.uk/report/good-practice-in-annual-reports-february-2021/
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2019/20 audited accounts – Public Sector Audit 
Appointments

In December 2020 Public Sector Audit Appointments (PSAA) published 

figures relating to the audit of 2019/20 local authority financial statements. 

PSAA report “Audit arrangements in local councils, police, fire and other 

local government bodies are continuing to exhibit signs of stress and 

difficulty. In the latest audit round, focusing on 2019/20 financial statements 

and value for money arrangements, fewer than 50% of bodies’ audits were 

completed by the revised target of 30 November.

Figures compiled by PSAA, the organisation responsible for appointing 

auditors to 478 local bodies, reveal that 55% (265) of audit opinions were 

not issued by 30 November. This is a further deterioration on 2018/19 

audits when 43% of opinions (210 out of 486) were delayed beyond the 

then target timetable of 31 July.

This year’s timetable has been deliberately eased by Ministers in 

recognition of the underlying pressures on the audit process and the 

significant added complications arising from the Covid-19 pandemic. The 

pandemic has posed practical challenges for bodies in producing accounts 

and working papers, and for auditors to carry out their testing. Both sets of 

staff have had to work remotely throughout the period, and the second 

national lockdown came at a critical point in the cycle.

Questions and concerns about the potential implications of the pandemic for 

some bodies have meant that both finance staff and auditors have needed 

to pay particular attention to the financial position of each entity. 

Additionally, following a series of increasingly challenging regulatory 

reviews, auditors have arguably been more focused than ever on their 

professional duty to give their opinion only when they are satisfied that they 

have sufficient assurance.”
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The news article can be found here:

News release: 2019/20 audited accounts – PSAA

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