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Commercial in confidence

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 Council 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.

GrantThornton UK LLP is a limited liability
partnership registered in England and Wales:
No.OC307742. Registered office: 30 Finsbury
Square, London, EC2A1AG. A list of membersiis
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
memberfirms are nota worldwide partnership.
Services are delivered by the member firms.
GTIL and its memberfirms are notagents of,
and do not obligate, one another and are not
liable for one another’s acts or omissions.
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Introduction

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

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

team members are:

The paper also includes:

* asummary of emerging national issues and developments that may be relevant to you as
W a local authority; and

* aseries of sector updates in respect of these emerging issues which the Committee may

N
‘ wish to consider.
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:

https://www.grantthornton.co.uk/industries/public-sector/local-government/

Paul Dossett
Key Audit Partner

T: D +44 [0]20 7728 3180 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
E: pauldossett@uk.gt.com contact your Engagement Lead .
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Progress at March 202k

Financial Statements Audit
2022/23 Kent County Council Audit

We have encountered a number of issues in the completion of our 2022/23
financial statements audit, which have been reported to previous
Governance and Audit Committees. The 2022/23 financial statements audit
will be completed and the audit opinion signed by 31 March 2024.

National Issues - Dealing with the backstop

Nationally, as we have previously reported to this Committee, there are a
significant number of local authorities that have not had an audit
completed for a number of years. Page 10 of this progress report sets out
the details of DLUHC’s proposals to address the local audit backlog.

23/24% and beyond

Under the DLUHC proposals, the 2023/24 accounts must be published and
audited by 31 May 2025 or a further backstop will be implemented. [t will
be vital for taxpayer accountability that the Council is able to prepare
accounts that can be audited in full by this deadline. We will work
constructively with management to make sure this is achieved in an
efficient manner.

© 2023 GrantThornton UK LLP.

Value for Money

Our Value for Money work is complete and was reported to the
Governance and Audit Committee in February 2024. Significant
weaknesses were identified in the Council’s Value for Money
arrangements across all three criteria:

* Financial sustainability
* Governance
* Improving economy, efficiency and effectiveness

We have made a number of key recommendations in our Annual Audit
Report and will follow up the Council’s progress in implementing them
during our 2023/24 Value for Money work.

Grants

We are working closely with officers to complete the outstanding work
on the Council’s returns as soon as possible.

In respect of Teachers Pensions the following returns are outstanding
2019/20, 2020/21, 2021/22 and 2022/23, for all of which queries are
with officers for response. Officers have confirmed that our queries
are being reviewed and responded to.
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Progress at March 2024 (cont.)

Otherareas

Meetings

We continue to meet with senior officers at the Council on a
regular basis on what is always a constructive dialogue. We
recognise the significant issues that need to be addressed at the
Council.

Events

We provide a range of workshops and network events, including
Chief Accountants workshops for the 2023/24 accounts which
were held in February 2024. Delegates from Kent County Council
were in attendance.

© 2023 GrantThornton UK LLP.

Audit Fees

PSAA have published their scale fees for 23/24 2023/24 auditor
appointments and audit fee scale — PSAA .

For Kent County Council these fees are £433,444 for the Council audit and
£112,629 for the Pension Fund. These fees are derived from the procurement
exercise carried out by PSAA in 2022. They reflect both the increased work
auditors must now undertake as well as the scarcity of audit firms willing to do
this work.


https://www.psaa.co.uk/appointing-auditors-and-fees/auditor-appointments-and-scale-fees-2023-24-2027-28/2023-24-auditor-appointments-and-audit-fee-scale/
https://www.psaa.co.uk/appointing-auditors-and-fees/auditor-appointments-and-scale-fees-2023-24-2027-28/2023-24-auditor-appointments-and-audit-fee-scale/

Audit Deliverables

Commercial in confidence

2022/23 Deliverables Planned Date Status

Audit Plan July 2024 Delivered

We are required to issue an audit plan to the Governance and Audit Committee setting out our proposed approach in

order to give an opinion on the Council’'s 2022/23 financial statements.

Audit Findings Report November 2023  Delivered

The Audit Findings Report will be reported to the Governance and Audit Committee.

Auditors Report Will be

This includes the opinion on your financial statements. delivered
March 2024

Auditor’s Annual Report February 2024 Delivered

This report communicates the key outputs of the audit, including our commentary on the Council's value for money
arrangements.

© 2024 GrantThornton UK LLP.
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Audit Deliverables

2023/24 Deliverables Planned Date Status

Audit Plan March 2024 Delivered

We are required to issue a detailed audit plan to the Governance and Audit Committee setting out our proposed
approach in order to give an opinion on the Council’s 2023/24 financial statements.

Audit Findings Report November 2024  TBC
The Audit Findings Report will be reported to the Governance and Audit Committee.

Auditors Report November 2024  TBC

This includes the opinion on your financial statements.

Auditor’s Annual Report November 2024 TBC

This report communicates the key outputs of the audit, including our commentary on the Council's value for money
arrangements.

*The planned dates are subject to national timetables, agreement with officers and unforeseen technical issues that may arise during the audit period. However,
our expectationsis to complete all necessary work in advance of 31/05/2025, the backstop date set by DHLUC for 2023/24 audits

** The NAO consultation on the Code of Audit Practice requires auditors to deliver an annual VFM report by 30 November of each year. This may be a complete
report, a progress report or a risk assessment depending on local circumstances

© 2024 GrantThornton UK LLP. 7
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Sector Update

Authorities continue to try to achieve greater efficiency in

the delivery of public services, whilst facing challenges to . .

address rising demand, ongoing budget pressures and * Grant Thornton Publications

social inequality. * Insights from local government sector
specialists

Our sector update provides you with an up-to-date

summary of emerging national issues and developments to

support you. We show the current estimated financial 5

trajectory of the sector and 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. 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:

* Reports of interest

Accounting and regulatory updates

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. Public Sector Local

government

© 2024 GrantThornton UK LLP. 8
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The financial trajectory of the sector

This is taken from the Grant Thornton/CIPFA Financial Foresight model, which provides long-term forecasts (revenue income and expenditure) for
all councils in England. These forecasts are based on multiple assumptions relating to financial, demographic and economic factors. Councils at
risk are defined by the level of usable reserves being less than 5% of net revenue expenditure.

The year at risk graph on the left represents the most recent update of the assumptions including the impact of the Autumn Statement and draft
2024/25 finance settlement. The graph on the right provides the position before this most recent update. This highlights that the year at risk for
many councils has moved forward to 2024/25. The graph at the bottom of the page highlights the forecast depletion of reserves nationally, as

councils manage ongoing financial pressures.

Year at risk (based on Jan 202! forecast)
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Addressing the delay in local audit

Nationally there have been significant delays in the completion of audit * NAO - changes to the Code of Audit Practice to support auditors to meet
work and the issuing of audit opinions across the local government sector. backstop dates and promote more timely reporting of their work on value
Only 12% of local government bodies had received audit opinions in time to for money arrangements.

publish their 2021/22 accounts by the extended deadline of 30 November
There has not been a significant improvement over this last year, and the
situation remains challenging. We at Grant Thornton have a strong desire
and a firm commitment to complete as many audits as soon as possible

The FRC, as shadow system leader, is facilitating the consultations.
CIPFA/LASAAC are expected to go live on their proposals for time limited
changes to the Financial Reporting Code for English bodies shortly.

and to address the backlog of unsigned opinions. To have your say, navigate to the consultations here:
Over the course of the last year, Grant Thornton has been working The DLUHC landing page is here - Addressing the local audit backlog in
constructively with DLUHC, the FRC and the other audit firms to identify England: Consultation - GOV.UK (www.gov.uk)

ways of rectifying the challenges which have been faced by our sector, and
we recognise the difficulties these backlogs have caused authorities across
the country. We have also published a report setting out our consideration
of the issues behind the delays and our thoughts on how these could be
mitigated. Please see About time? (grantthornton.co.uk). Further details can
be found in the ‘Sector update’ section of this report on Pages 16 to 19.
Since 2019 Grant Thornton have increased our public sector audit team
from 340 people to circa 470 which reflects both the additional work
required by new accounting and auditing standards as well as the NAO
Code of Practice requirements on value for money.

On 8th February 2024, DLUHC and the NAO both issued consultations on
measures to address the delay in local audit. Consultations are open until
7th March 2024 and relate to:

* DLUHC - changes to the Accounts and Audit Regulations 2015 to
introduce a backstop date of 30 September 2024 for the publication of
audited accounts up to and including 2022/23, and a series of future
backstop dates covering the remainder of the PSAA appointment period;
and

The NAO landing page is here - Code of Audit Practice Consultation -
National Audit Office (NAQ)

© 2024 GrantThornton UK LLP. 10


https://protect-eu.mimecast.com/s/nMtfC821WSy2nYvI1Ub1i?domain=gov.uk
https://protect-eu.mimecast.com/s/nMtfC821WSy2nYvI1Ub1i?domain=gov.uk
https://protect-eu.mimecast.com/s/S8TUC9r1Giwlo23s3V7oM?domain=nao.org.uk
https://protect-eu.mimecast.com/s/S8TUC9r1Giwlo23s3V7oM?domain=nao.org.uk

Commercial in confidence

Grant Thornton report: preventing failure in local
government

Grant Thornton’s December 2023 report Preventing Failure in Local Government
offers prescriptions for remedies to support better health across the local
government sector. The report looks at the opportunities that councils and their key
internal and external players have to prevent failure, noting that the chain (of good
governance) is only as strong as its weakest link.

The Audit Committee is listed as one of the key internal bodies with a role to play in
preventing failure, along with the Executive, the Overview and Scrutiny Committee
and the golden triangle of Chief Executive Officer; Finance Director; and
Monitoring Officer. Opportunities for the Audit Committee to make a difference
surround:

. focusing on risk management alone (not having multiple roles);

. independence (having an independent chair and at least one
independent member];

. specialist training and support for members of the committee;

. direction over internal audit (setting the standard for strategic risk focus

and timeliness); and
. curiosity and asking the right questions.

Sharing the Auditor’s Annual Report with full council is also listed asimportant. The
challenge for Audit Committees will be not only to maximise their own opportunities
to prevent failure, but knowing the right questions to ask about whether the
Executive and other committees and the three key statutory officers are making the
most of their opportunities as well.

For insight into effective questions to ask, read the full rep%rt from Grant Thornton
here: i ilure

© 2024 GrantThornton UK LLP. il


https://www.grantthornton.co.uk/globalassets/1.-member-firms/united-kingdom/pdf/publication/2023/report-preventing-failure-in-local-government-_v08.pdf
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Mitigating financial distress in Local Authorities

On 29th January 2024, a report by the Levelling Up, Housing and
Communities Committee highlighted that in the last six years, eight local
authorities have issued a section 114 notice, whereas none had done so in
the eighteen years before that.

Income related issues were highlighted in the report around the below-
inflation cap on increasing council tax rates (referendum thresholds) and
formulaic weaknesses with the business rates retention scheme. Council tax
especially was singled-out as regressive, long overdue for reform, and
contributing to a disproportionately negative impact on funding levels in the
most deprived areas of the country.

Expenditure related issues were listed in the report as surrounding social
care; special educational needs and disabilities; and homelessness. The
report highlighted that for children’s social care, even the Competition and
Markets Authority has recognised that the level of competition in the market
is “not working as well as it should be” at maintaining prices at reasonable
levels for local authority purchasers.

The report shows that nearly one in five Leaders and Chief Executives of
other local authorities who have not already issued a s114 notice do assess
themselves as being at “tipping point” due to lack of funding.

© 2024 GrantThornton UK LLP.

Whilst most of the recommendations in the report are aimed at
Government, there are some key takeaways for local authorities while
they wait for any change that may come:

* have we set Council Tax at the highest level possible without a
referendum? Future changes could see referendum thresholds increased
or removed. Are Councils doing all they can now to maximise this source
of income?

* are we collaborating as effectively as we can with other local authorities
to influence market prices for the services we buy in?

For insight into effective questions that Audit Committees can ask, read the
full report here *Einancial distress in local authorities (parliament.uk)

confidence



https://committees.parliament.uk/publications/43165/documents/214689/default/
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Learning from the Office for Local Government

On 15th February 2024, the Secretary of State for Levelling up, Housing and Communities set
out, in an open letter to the Chief Executive of Oflog, the strategic remit for Oflog for the
financial years 2024 to 2027, and the Office’s priorities for the financial year 2024/25. The
priorities are to:

e inform;

s warn;

* support; and
* engage.

Using the new Local Authority data explorer tool (launched in July 2023], the Office can currently
use metrics on waste management, planning, adult social care, roads, adult skills and
corporate/ finance to compare any one authority with the English median, CIPFA nearest
neighbours and trends over time. The Office is expected to develop a new early warning system
to identify local authorities that are at risk of serious failure (but have not raised the alarm
themselves] and to conduct ‘early warning conversations’ with local authorities at risk. It will be
also be offering a programme of webinars to share best practice between local authorities, and
to help improve performance, productivity and value for money.

Local Authorities and their members can familiarise themselves now with the data explorer
metrics already publicly available. Challenge questions for Audit Committees to ask include:

* are the metrics consistent with our own benchmarking?
* are we showing early warning signs?

* what arrangements will we be making to make best use of the learning that will be on offer?

© 2024 GrantThornton UK LLP.

For a full copy of the remit letter and for
access to data explorer metrics for your Local
Authority see here:


https://www.gov.uk/government/publications/office-for-local-government-oflog-strategic-remit-for-2024-to-2027-and-priorities-for-2024-to-2025/remit-letter-from-dluhc-secretary-of-state-to-the-oflog-chief-executive
https://www.gov.uk/government/publications/office-for-local-government-oflog-strategic-remit-for-2024-to-2027-and-priorities-for-2024-to-2025/remit-letter-from-dluhc-secretary-of-state-to-the-oflog-chief-executive
https://www.gov.uk/government/publications/office-for-local-government-oflog-strategic-remit-for-2024-to-2027-and-priorities-for-2024-to-2025/remit-letter-from-dluhc-secretary-of-state-to-the-oflog-chief-executive
https://oflog.data.gov.uk/about?show_selected_la=Show+selected+authorities&show_cipfa_nns=Compare+to+CIPFA+Nearest+Neighbours&local_authority=E07000105

Commercial in confidence

New workbook to support councillors in their work on
community leadership

On 8th February 2024, the Local Government Association published a new
workbook for Councillors, covering community leadership.

Effective community leadership matters because communities that are
engaged tend to have hapBier, healthier people and lower levels of crime
and anti-social behaviour. Declining voting and increased social
detachments from local areas are also a concern. Councillors are in the
unigue position of being able to interface between citizens and the council
and demonstrate directly what they have achieved for the people they
represent.

The workbook shows that for effective community leadership, councillors
need to:

* listen to and involve their local communities;
e build vision and direction;

* work effectively with partners;

* make things happen;

* stand up for communities;

* empower communities;

* be accountable; and

* use resources effectively.

With challenge questions; case studies; guidance, hints and tips; and a
dedicated section for the opposition, the workbook makes for interesting
reading for any councillor - new or already established.

1ation
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https://www.local.gov.uk/publications/councillors-workbook-community-leadership
https://www.local.gov.uk/publications/councillors-workbook-community-leadership
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Making the most of levelling-up funds to local

government

In November 2023, the National Audit Office published its report on whether
the Department for Levelling Up, Housing and Communities’ levelling up
funds are likely to deliver value for money. The three significant funds are
the Towns Fund (Town Deals and Future High Streets Fund programmes);
the Levelling Up Fund (local priorities with a visible impact); and the UK
Shared Prosperity Fund (to increase life chances and build pride in place).
Between them, these funds are worth up to £10.6 billion and aim to allocate
£9.5 billion to local places to be spent by 31 March 2026. However, less than
half of the monies given to local places across the three schemes by 31
March 2023 had been spent. Because under current arrangements the
funds are time limited, there is a risk that some projects may never be
started and others, in the haste to complete, may include sub-optimal
decisions.

Many of the delay factors are beyond Local Authorities’ control: Rising
costs, skills shortages and supply issues in the construction industry.
However, the report does highlight that there are things Local Authorities
can do to help with unblocking.

© 2024 GrantThornton UK LLP.

Key questions that Audit Committees can ask are:

do we know which of our projects are on track and which are at risk?
have all projects got their main contractor in place?

has full advantage been taken of the ability to move money between sub-
projects within individual bids?

is advantage being taken of the ability to make changes to the scope
and scale of projects without seeking approval if the changes do not
exceed a 30% threshold?

are projects being prioritized? So that those that can complete to time,
do complete to time?

For the full report and an insight into wider recommendations for the

Department, see *Levelling up funding to local government (nao.org.uk

total amount announced through the Towns Fund, Levelling up
Fund and UK Shared Prosperity Fund, to support the government’s
levelling-up agenda across the United Kingdom between 2020-21
and 2025-26

the amount the Department for Levelling Up, Housing &
Communities [DLUHC) has allocated to local places to be spent
by 31 March 2026

the amount DLUHC has given to local places so far across the
three funds at 31 March 2023

the amount spent by local places at 31 March 2023



https://www.nao.org.uk/wp-content/uploads/2023/11/levelling-up-funding-to-local-government.pdf
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Helping to avoid the “doom loop” for adult social care

In October 2023, the annual Institute for Government / Chartered Institute
of Public Finance and Accountancy (CIPFA) public services stocktake
revealed that adult social care services are likely to be performing worse in
2027/28 than they were on the eve of the Covid-19 pandemic, and much
worse than they were in 2009/10. The report describes the impact across
nine different public services of successive governments’ short-term policy
making; under-investment in capital; and workforce crisis. For adult social
care, it highlights that under current funding arrangements, a return to pre-
pandemic levels of performance seems unlikely. The report describes a
“doom loop” for adult social care, resting on:

* staffing problems and capacity being worse than they were before the
pandemic: Vacancy rates in 2022/23 sat at 9.9%. They were 6.7% in
2019/20;

*+ growing demand: Since 2015/16, the number of requests for adult social
care support from new clients has increased by 22.1% for 18-64-year-
olds;

* erosion of cash settlements: Settlements announced in 2021 and 2022
have been eroded over time, due to higher than anticipated pay awards
and national inflation; and

* sector-specific inflation: Unit costs of adult social care packages are now
much higher than they were before the pandemic. According to a survey
of directors of adult social services, this has been driven by increasing
complexity of care needs, staffing costs and wider inflationary pressures.

© 2024 GrantThornton UK LLP.

There has been no immediate sign of relief from central government. The
Autumn Statement in November 2023 made no new funding available for
public services, and spending increases beyond April 2025 of less than 1%
in real terms are expected.

Audit Committees can help by asking the right questions. What steps do
their entities take to make sure staff costs are managed effectively - with as
high a ratio as possible being on substantive staff, for stronger consistency
and continuity? What assumptions about future funding are their entities
making in their budgets? What are the procurement and brokerage
arrangements for purchasing care packages in what is, at present, a
supplier’'s market?

Funding adequate to
Retum to Maintain
Performance pre-pandemic  performance levels
on the eve of Performance  performance levels  between the end of
pandemicy ~ nowvontheeve  bytheend of 202426 and
2009/10 of pandemic 202/26 2027/28
: No
Much worse

For the full report and a sense of how other public services are faring as

well, see Performance Tracker 2023 | Institute for Government


https://www.instituteforgovernment.org.uk/publication/performance-tracker-2023
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