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Introduction

Your key Grant Thornton
team members are:

Jon Roberts

Key Audit Partner

T 0121232 5296

E jon.roberts@uk.gt.com

Andy Reid

Senior Manager

T 07901706575

E andy.s.reid@uk.gt.com
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This paper provides the Audit 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.

Members of the 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 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 November 2021

Financial Statements Audit

We issued our Audit Findings Report to the September meeting of
the Audit Committee. At that stage our 2020/21 financial statements
audit was substantially complete.

We will provide the Audit Committee with a verbal update on the
status of our 2020/21 financial statements audit at the November
Audit Committee.

© 2021 Grant Thornton UK LLP.
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Progress at November 2021 (continued)

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.

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.

Current status of our Value for Money assessment

At the time of issue of this progress report our Value for Money
assessment is substantially complete and we have shared draft
findings with Council officers.

To date we have not identified any significant weaknesses in the
Council’s arrangements. Our final assessment will be published in
our Auditors Annual Report, however for the information of Audit
Committee members we set out below the headline findings in each
area covered by our assessment:

© 2021 Grant Thornton UK LLP.

Financial sustainability

Walsall Council has a good track record of sound financial
management. The Council understands the financial risks which it
faces and managed these risks by maintaining an appropriate level of
reserves and sound financial management.

We identified an area of particularly good practice is in relation to
stakeholder engagement through regular consultations, including the
budget consultation programme.

Overall, we are satisfied that the Council had appropriate
arrangements in place to manage the risks it faces in relation to
financial sustainability. We have not identified any risks of significant
weakness but have identified improvement recommendations relating
to:

 further enhancing training for members to allow for robust and
appropriate challenge on financial matters, including the Council’s
reserves policy

* developing a formal, structured long term plan for consultations to
be undertaken

* continue to undertake regular reviews of financial savings delivery.
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Progress at November 2021 (continued)

Governance

Walsall Council has a clear Governance Framework in place which
includes a documented Risk Management Strategy. The Council
has arrangements in place to identify strategic risks, and
understand and record them throughout the organisation.

The oversight within the Committee structure is evident and has
ensured that risks are being appropriately managed, including
through the role of an effective Audit Committee. Members
consistently provide robust challenge and key decisions are made
after detailed discussions which regularly require further requests
for information and clarification before approval.

The Council has developed a robust financial planning process
which has adequate oversight and input from the members via
Scrutiny and Cabinet meetings, good arrangements for making
properly informed decisions, supported by appropriate evidence
whilst also allowing for challenge and transparency, and
arrangements in place to ensure and monitor compliance with
legislation and standards.

We have not identified any risks of significant weakness but have
identified improvement recommendations relating to:

* ensuring regular monitoring of fraud risks is embedded into the
governance structure

* developing more formal training and succession planning for
Audit Committee members.

© 2021 Grant Thornton UK LLP.

Improving economy, efficiency and effectiveness

Walsall Council has a well developed performance management
framework which includes clear and succinct reporting to members.

The Council is proactive in using reports from government, regulators,
or other bodies to conduct compliance reviews or lessons learned
reporting in order to ensure ‘best practice’ where possible. This was
evident from the review of the Croydon Public Interest Report and the
Liverpool Best Value Report which the Council used to identify any
potential areas of weakness in relation to governance procedures,
and in the review of compliance with the CIPFA Financial Management
Code in 2020/21. Our review of these exercises highlights a Council
that is transparent and eager to embed best practice within its
organisation.

We found no evidence of significant weaknesses in the Council’s
arrangements for improving economy, efficiency and effectiveness.
We have identified improvement recommendations relating to:

* The introduction of integrated reporting for financial and
performance management

* reviewing the scope for use of benchmarking against other locall
authorities (where information is available) as part of quarterly or
annual reporting.



Sector Update

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.

© 2021 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/
https://www.grantthornton.co.uk/en/industries/public-sector-replaced/local-government/
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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.

© 2021 Grant Thornton UK LLP.

o Grant Thornton

Transparency
report

Grant Thornton UK LLP year ending 31 December 2020

April 2021

The full report is available here:

Transparency report 2020 (grantthornton.co.uk)



https://www.grantthornton.co.uk/globalassets/1.-member-firms/united-kingdom/pdf/annual-reports/transparency-report-2020.pdf
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Local government finance in the pandemic -

National Audit Office

The National Audit Office (NAQ] report, published in March, notes “The
COVID-19 pandemic has been an unprecedented public health and
economic emergency. Local authorities in England have made a major
contribution to the national response to the pandemic, working to protect
local communities and businesses, while continuing to deliver existing
services. The pandemic has in turn placed significant pressure on local
authorities’ finances, which in many cases were already under strain going
into the pandemic.”

The NAQO report examines if the Department’s approach to local government
finance in the COVID-19 pandemic enabled it to assess and fund the costs
of new services which local authorities have been asked to deliver. It also
examines whether the Department fulfilled its responsibilities in securing
financial sustainability across the sector.

The NAQO report concludes “Steps taken by the government, led by the
Department, have supported local authorities in the COVID-19 pandemic
response. The Department’s successful monthly collection of data and
continued intensive engagement with the sector provided a good evidence
base to underpin the financial and other support provided by government.
Action by the Department and wider government to support the sector has
averted system-wide financial failure at a very challenging time and means
that the Department has managed the most severe risks to value for money
in the short term.

However, the financial position of local government remains a cause for
concern. Many authorities will be relying on reserves to balance their 2020-
21 year-end budgets. Despite continuing support into 2021-22 the outlook for
next year is uncertain. Many authorities are setting budgets for 2021-22 in
which they have limited confidence, and which are balanced through cuts
to service budgets and the use of reserves.”

© 2021 Grant Thornton UK LLP.

Local government finance
in the pandemic

Ministry of Housing, Communities
& Local Government
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The NAO report found that “the combined impact on spending and non-tax
income in 2020-21 is £9.7bn - equivalent to 17.6% of revenue expenditure. So
far the government has announced £9.1bn of financial support, leaving a
deficit of £605m.”

The full report can be
obtained from the NAO
website:

Local government finance
in the pandemic - National
Audit Office (NAO) Report



https://www.nao.org.uk/report/local-government-finance-in-the-pandemic/

Commercial in confidence

Local authority Covid-19 pressures - MHCLG

Outturn figures from the Ministry for Housing, Communities and Local Government (MHCLG) show that local authorities in England reported additional cost
pressures of £12.8bn relating to Covid-19 in 2020-21. Overall, local authorities spent £7.2bn responding to the pandemic last year, with the largest share of
additional expenditure going on adult social care services at £3.2bn.

Additional expenditure due to COVID-19 by class and service area (£ millions) (2020-21)

Shire Shire Unitary Metropolitan | London Total
District County Authority District Borough
Adult Social Care — total 0.473| 1,254.880 848.656 663.404| 413.842| 3,181.254
gg‘,'\?;“ s social care - total (excluding 0000 94.933 131.127 89.790|  62.987| 378.846
Housing - total (including homelessness 63.129 5.254 74.949 42281 112.971 298.584
services) excluding HRA
Environmental and regulatory services - total 33.564 68.097 67.512 66.704 63.556 299.433
Finance & corporate services - total 48.222 53.445 83.984 76.923 78.284 340.858
aAL'OOther service areas notlisted in rows 184.550| 634.578 584.924 564.737| 395.137| 2,363.926
Total 329.937| 2,111.187]  1,791.153 1,503.848 1,126.777| 6,862.902

Income losses due to COVID-19 by class and source of income (£ millions) (2020-21)

. _ . . . Metropolitan London
Shire District | Shire County | Unitary Authority District Borough Total

Business rates 276.498 0.000, 194.192 207.351 537.667 1,215.708
Council tax 399.037 0.000 217.633 191.219 232.727| 1,040.616
Sales fees and 516.426 194.923 553.907 396.745 475.728| 2,137.728
charges

Commercial 82.448 24.159 120.629 204.211 52.154  483.600
INncome

Other 33.494) 39.947 27.163 53.664 45.166]  199.435
Total 1,307.903 259.029 1,113.524 1,053.190 1,343.441| 5,077.087

© 2021 Grant Thornton UK LLP.

Ministry of Housing,
Communities &

Local Government

The figures are available in full here:
https://www.gov.uk/government/pu
blications/local-authority-covid-19-
financial-impact-monitoring-
information



https://www.gov.uk/government/publications/local-authority-covid-19-financial-impact-monitoring-information
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CIPFA Financial Resilience Index

The Chartered Institute of Public Finance & Accountancy’s (CIPFA) Financial
Resilience Index is a comparative tool designed to provide analysis on
resilience and risk and support good financial management.

CIPFA note “CIPFA's Financial Resilience Index is a comparative analytical
tool that may be used by Chief Financial Officers to support good financial
management, providing a common understanding within a council of their
financial position.

The Index shows a council's position on a range of measures associated
with financial risk. The selection of indicators has been informed by
extensive financial resilience work undertaken by CIPFA over the past five
seven years, public consultation and technical stakeholder engagement.

Section 151 officers may also use the index in their annual report to the
council setting out the proposed budget for the year and medium-term
financial strategy.

While the impact of COVID-19 resulted in a delay to the publication of the
index, it is still able to provide a comprehensive pre-COVID baseline,
illustrating the financial resilience of authorities as they entered the
pandemic.”

CIPFA found that “there was a real-terms reduction of £800m in the level of
reserves in 2020 compared with the previous year. At the end of March 2020
council reserves levels stood at £24.6bn, around 3% lower than £25.4bn
recorded at the same period in 2019.”

© 2021 Grant Thornton UK LLP.

CIPFA note “The index is made up of a set of indicators. These indicators
take publicly available data and compare similar authorities across a range
of factors. There is no single overall indicator of financial risk, so the index
instead highlights areas where additional scrutiny should take place in
order to provide additional assurance. This additional scrutiny should be
accompanied by a narrative to place the indicator into context.”

‘ lPFA The Chartered Institute of
Public Finance & Accountancy

The Financial Resilience tool is available on the CIPFA website
below:

https://www.cipfa.org/services/financial-resilience-index-

2021?crdm=0


https://www.cipfa.org/services/financial-resilience-index-2021?crdm=0
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Councils given power to build more homes for
first time buyers and for social rent - MHCLG

The Ministry of Housing, Communities & Local Government (MHCLG) has
announced that councils in England will have more freedom on how they
spend the money from homes sold through Right to Buy to help them build
the homes needed in their communities.

The MHCLG press release states the “package will make it easier for
councils to fund homes using Right to Buy receipts, including homes for
social rent, and give them greater flexibility over the types of homes they
provide to reflect the needs of their communities.

It will also give councils more time to use receipts and to develop ambitious
building programmes. The government wants homes supplied using Right to
Buy receipts to be the best value for money, and to add to overall housing
supply, to help towards delivering 300,000 new homes a year across
England by the mid-2020s.”

The press release goes on to note “New measures include:

* extending the time councils have to spend Right to Buy receipts from 3
years to 5 years

* increased cap on the percentage cost of new homes councils can fund
from Right to Buy receipts raised from 30% to 40% per home, making it
easier to build replacement homes

* allowing receipts to be used for shared ownership, First Homes, as well as
affordable and social housing, to help councils build the homes their
communities need

* introducing a cap on the use of Right to Buy receipts for acquisitions to
help drive new supply.”

© 2021 Grant Thornton UK LLP.

Ministry of Housing,
Communities &

Local Government

The press release can be found here:
https://www.gov.uk/government/news/councils-given-

power-to-build-more-homes-for-first-time-buyers-and-for-

social-rent


https://www.gov.uk/government/news/councils-given-power-to-build-more-homes-for-first-time-buyers-and-for-social-rent
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