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Purpose of this report

This report provides the Audit Committee with an update on progress in delivering our responsibilities as your external auditors. 

2020/21 Audit

Financial statements audit

We presented our Audit Completion Report for 2020/21 to the October 2021 meeting, and noted a number of areas of work as remaining outstanding at that point in time. We reported progress against the 
outstanding areas of work in our progress report to the March 2022 Committee and noted there was an outstanding issue relating to the accounting treatment of the pension liability for social care staff who 
transferred across to the NHS as part of the integration of health and social care services.

The Council has decided they should recognise the pension liability for the services transferred to the NHS as ultimately, this liability lies with the Council. They are also applying the statutory override for pension 
accounting. We are currently discussing the disclosure requirements for this change in accounting policy which will also require a prior period adjustment.

Three issues relating to the valuation of the Council’s infrastructure assets, investment in Manchester Airport shares and the fair value disclosures of the airport loans  have arisen during our 2021/22 audit which will 
apply retrospectively to the 2020/21 financial statements:

• Property, Plant & Equipment – the resolution to the sector-wide accounting issue on infrastructure assets has progressed. Government published a statutory override which came into effect at the end of 
December 2022. CIPFA published their update to the Code of Practice on 11 January 2023. Once the Council has considered this guidance, additional work will be required by the finance team to determine the 
adjustments needed to the accounts. Once this is provided, we will carry out our audit work in order to conclude on this area.

• The Council’s valuation expert revised their value of the Council’s shareholding in Manchester Airport Holdings Limited, reducing the value of the investment by £14.3m in 2020/21. This amendment also impacts 
on the reported 2019/20 valuation, reducing it by £8.9m, along with impacts on the Other Comprehensive Income in the CIES and disclosure notes. The corresponding adjustment reduces the unusable 
reserves.. We are currently discussing the disclosure requirements for this amendment including the prior period adjustment.

• The Council get information from an external expert on the fair values of loans for disclosure in the accounts. The expert applied a different methodology in 2021/22 to that applied in 2020/21. Consultation with 
our internal experts identified that the methodology applied for 2021/22 is equally applicable to 2020/21 and therefore should have been applied in both years. This is a disclosure amendment for 2020/21.

We will report all remaining areas at the conclusion of the audit.

Value for money arrangements

We reported our value for money commentary in our progress report to the June 2022 Committee. The commentary will be incorporated into our Auditor’s Annual Report when the opinion has been given on the 
financial statements.

Whole of Government Accounts (WGA)

Whilst the National Audit Office has issued its auditor instructions for the 2020/21 WGA process they are yet to decide on a sample of authorities to undergo additional audit procedures. We have not submitted the 
required certification to the NAO as we have not yet given the opinion and we are still unable to fully conclude this matter.
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2021/22 Audit

The detailed Audit Strategy Memorandum for 2021/22 was reported to the October 2022 meeting and there have been no changes to the risks identified since that date.

Financial statements audit

We are nearing completion of our financial statements audit for the year ending 31 March 2022. We expect to report our draft Audit Completion Report to the next Audit and Accounts Committee meeting. 

The key areas of work outstanding are:

• Fraud, laws and regulations – responses from management and those charged with governance to our requests for information.

• Payroll – reconciliation of the amounts included in the accounts to the payroll system and detailed testing of transactions.

• Property, plant and equipment – documentation of detailed testing, the resolution of the sector-wide accounting issue on infrastructure and our audit work on the Council’s share of the land at Manchester 
Airport and the accounting treatment of its provisions.

• Leases and PFI – resolution of final queries.

• Net Pension Liability – we received confirmation from the GM Pension Fund auditor that they had completed their programme of work as we requested. The report from the Pension Fund auditor noted that the 
draft Pension Fund financial statements included a non-material understatement in the valuation of investment assets. Our estimate of the impact on the Council’s pension assets is that they are understated by 
£10.5m. The Net Pension Liability is consequently overstated by the same amount. We will discuss this with the Council finance team, and will include any misstatements in our final Audit Completion Report at 
the conclusion of our audit.

Value for money arrangements

We have not yet received the Council’s updated self assessment of its arrangements. We are completing our fieldwork on the Council’s arrangements for the 2021/22 financial year, and intend to report the findings 
from our work on the Council’s value for money arrangement in our final Audit Completion Report. 

There are no matters arising from the fieldwork completed to date to report to the Committee.  

2022/23 audit

We will commence our planning for the audit of the 2022/23 financial statements and value for money arrangements at the conclusion of the 2021/22 audit. We highlight for the Audit Committee a change to an 
auditing standard (known as ISA 315) which applies from 2022/23. We have included, at section 3 of this report, a summary of the changes and the expected impact on our audit work. We will liaise with the finance 
team and will include further details in our formal 2022/23 audit reports.
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National publications

Publication/update Key points

Financial Reporting Council (FRC)

1 FRC Major Local Audit Inspection Report Outcome of the FRC inspection of audit quality from 2020/21 audits

Chartered Institute of Public Finance and Accountability (CIPFA)

2 Integrating Care CIPFA has published a report entitled, ‘Integrating care: policy, principles and practice for places’.

National Audit Office (NAO)

3 Government Shared Services
The NAO published its report Government Shared Services which examines whether the government’s latest Shared Services Strategy 

is on track to deliver. 

4 Departmental Overview 2021-22
The NAO has produced an overview of the Department for Levelling up, Housing & Communities’ (DLUHC’s) spending and 

performance for 2021-22

Department for Levelling Up, Housing and Communities

5
Local government finance policy statement 2023-24 to 2024-

25
The policy statement sets out the government’s intentions for the local government finance settlement for the next 2 years.

Public Sector Audit Appointments Ltd

6 Publication of the 2022/23 fee scale PSAA has published the 2022/23 audit fee scale following consultation.

7 Directory of Auditor Appointments from 2023/24 PSAA has published its Directory of Auditor Appointments from 2023/24 following the completion of the 2022 procurement.
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NATIONAL PUBLICATIONS

Financial Reporting Council

1. FRC Major Local Audit Inspection Report - October 2022

The FRC is responsible for monitoring the quality of the audits of the largest health and 
local government entities (called Major Local Audits or MLAs). They do this by annually 
inspecting  a sample of MLAs from each of the audit firms who deliver this work. In their 
most recent publication, they reported on their review of 20 MLAs, three of which related to 
Mazars. The ICAEW also reviewed 17 non-MLAs (none from Mazars).

For Mazars, the FRC found that all 3 files reviewed met the expected standards. This 
was the second successive year of 100% compliance. Whilst the sample size is small 
and focused on the higher risk audits, the improvement does reflect the investment we 
have made in people, technical expertise, specialists (such as building on in-house 
valuation team and strengthening our methodology. Maintaining and improving audit 
quality is a key objective of the firm and our investment will continue. 

Overall, the FRC found that the number of audits categorised as good or limited 
improvements required has remained consistent with the prior year. However, there was an 
increase in the number of audits assessed as requiring significant improvements and they 
deemed this as unacceptable. 

https://www.frc.org.uk/getattachment/aeb9149f-7bf9-45f2-802d-ca7b055b457e/Major-Local-
Audits.pdf

https://www.frc.org.uk/getattachment/aeb9149f-7bf9-45f2-802d-ca7b055b457e/Major-Local-Audits.pdf
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NATIONAL PUBLICATIONS

CIPFA

2. CIPFA publishes integrating care report – December 2022

CIPFA has published a report entitled, ‘Integrating care: policy, principles and practice for places’. The report provides an overview of the changes since the Health and Care 
Act 2022 was introduced and discusses what integration is seeking to achieve. It considers the wider health and care landscape in the current climate and addresses the 
remaining challenges at place level.   

The recommendations and case studies it contains are intended to influence the development of further policy and guidance by central government, and to provide support 
for practitioners at local level. The purpose of the report is to help health and local government partners to find effective solutions to the challenges of health and care 
integration. 

https://www.cipfa.org/about-cipfa/press-office/latest-press-releases/press-release-cipfa-publishes-integrating-care-report

https://www.cipfa.org/about-cipfa/press-office/latest-press-releases/press-release-cipfa-publishes-integrating-care-report
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NATIONAL PUBLICATIONS

National Audit Office

3. Government shared services – November 2022

The NAO published its report Government Shared Services which examines whether the government’s latest Shared Services Strategy is on track to deliver. It aims to 
answer the following questions:

• Has the government made progress since we last reported on shared services in 2016? (Part One)

• Are the right conditions in place for the government to deliver its proposed efficiencies and savings? (Part Two).

• Has the government put in place mitigating actions to address the future challenges it faces in delivering its strategy? (Part Three)

The report concludes the the government’s previous shared services strategies failed to deliver their intended cost savings and other benefits. Its new Shared Services 
Strategy is highly ambitious and, while most departments consider the cluster model a sensible approach, there are several fundamental elements yet to be put in place that 
are jeopardising the success of the strategy. For example, the Cabinet Office is still unclear on the extent of the benefits this programme can be expected to bring. It is 
difficult to judge what progress has been made on enablers such as process and data convergence.

The reports highlights concerns that these gaps cause uncertainty for departments and mean that the Cabinet Office will repeat past failures. The NAO, therefore, cannot 
conclude that this programme is on track to demonstrate value for money. 

https://www.nao.org.uk/reports/government-shared-services/#downloads

4. Departmental Overview 2021-22: Department for Levelling Up, Housing & Communities - December 2022 

The NAO has produced an overview of the Department for Levelling up, Housing & Communities’ (DLUHC’s) spending and performance for 2021-22. DLUHC spends nearly 
£38 billion each year to support economic growth and housing across the country, in collaboration with local authorities. It has overall responsibility in central government for 
local authorities’ funding. Along with other bodies, DLUHC oversees the core accountability system for local authorities.

The guide summarises the key information and insights that can be gained from the NAO’s examinations of DLUHC and related bodies in the sector in England, and 
DLUHC’s Annual Report and Accounts.

https://www.nao.org.uk/overviews/departmental-overview-2021-22-department-for-levelling-up-housing-communities/

https://www.nao.org.uk/reports/government-shared-services/#downloads
https://www.nao.org.uk/overviews/departmental-overview-2021-22-department-for-levelling-up-housing-communities/
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NATIONAL PUBLICATIONS

Department for Levelling Up, Housing and Communities

5. Local government finance policy statement 2023-24 to 2024-25 – December 2022

The local government finance policy statement sets out the government’s intentions for the local government finance settlement for the next 2 years, providing councils with 
greater certainty on key aspects of their funding to inform their budget setting process and help them to plan for the future.

For the core settlement the Business Rates Multiplier for 2023-24 will be frozen at 49.9p and Revenue Support Grant (RSG) will increase in line with CPI.

For council tax the bespoke council tax referendum principle of up to 3% or £5, whichever is higher, for shire districts remains.

In respect of the remaining settlement grants, the Rural Services Delivery Grant will remain unchanged, in recognition of the inflationary pressures across the sector the 
Lower Tier Services Grant will be repurposed along with a proportion of the expired New Homes Bonus legacy payments to create a new one-off, funding guarantee. This 
will ensure that all authorities will see at least a 3% increase in their Core Spending Power before any decision they make about organisational efficiencies, use of reserves, 
and council tax levels. There will also be new rounds of New Homes Bonus (NHB) payments in 2023-24.

These proposals are subject to consultation which will last for 4 weeks from 19 December 2022 to 16 January 2023.

https://www.gov.uk/government/publications/local-government-finance-policy-statement-2023-24-to-2024-25/local-government-finance-policy-statement-2023-24-to-2024-25

https://www.gov.uk/government/publications/local-government-finance-policy-statement-2023-24-to-2024-25/local-government-finance-policy-statement-2023-24-to-2024-25
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NATIONAL PUBLICATIONS

Public Sector Audit Appointments Ltd

6. News release: Publication of the 2022/23 fee scale – November 2022

PSAA has published the 2022/23 audit fee scale following consultation. Information on the fee scale and consultation is available. Most audit work under this fee scale will 
be undertaken from April 2023 onwards.

The fee scale applies for the audit work to be undertaken by appointed auditors in respect of the 2022/23 financial statements at relevant principal authorities that have 
opted into PSAA’s national auditor appointment arrangements for the period 2018/19 to 2022/23.

Auditors will undertake their work under the requirements of the Code of Audit Practice and supporting guidance published by the National Audit Office on behalf of the 
Comptroller and Auditor General, the financial reporting requirements set out in the Code of Practice on Local Authority Accounting published by CIPFA/LASAAC, and the 
professional standards applicable to auditors’ work.

Under the Local Audit (Appointing Person) Regulations 2015, the 2022/23 fee scale must be published by 30 November 2022 and cannot be amended after that date. Any 
subsequent changes in national requirements or local circumstances relating to the 2022/23 audits will therefore be the subject of fee variations.

The 2022/23 fee scale is the last in the current appointing period which is under the 2017 audit contracts. New contracts will apply from the 2023/24 audit following a 
procurement during 2022. PSAA will consult on the fee scale for the 2023/24 audit in early autumn 2023.

https://www.psaa.co.uk/appointing-auditors-and-fees/list-of-auditor-appointments-and-scale-fees/2022-23-auditor-appointments-and-audit-fee-scale/

7. Directory of Auditor Appointments from 2023/24 – December 2022

PSAA has published its Directory of Auditor Appointments from 2023/24 following the completion of the 2022 procurement. The Board agreed the appointments at its 
meeting on 16 December 2022.

https://www.psaa.co.uk/2023/01/directory-of-auditor-appointments-from-2023-24/

https://www.psaa.co.uk/appointing-auditors-and-fees/list-of-auditor-appointments-and-scale-fees/2022-23-auditor-appointments-and-audit-fee-scale/
https://www.psaa.co.uk/2023/01/directory-of-auditor-appointments-from-2023-24/
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Revised auditing standard for Identifying and assessing the risks of material misstatement: 

ISA (UK) 315 (Revised 2019) 

(Effective for audits of financial statements for periods beginning on or after December 15, 2021)

ISA (UK) 315 (Revised 2019) introduces major changes to the auditor’s risk identification and 

assessment approach, which are intended to drive a more focused response from auditors 

undertaking work to obtain sufficient appropriate audit evidence to address the risks of material 

misstatement. The main changes relevant to your 2022/23 audit are outlined below:

• Enhanced risk identification and assessment

The standard has enhanced the requirements for the auditor to understand the entity and its 

environment as well as the applicable financial reporting framework to identify the newly 

introduced inherent risk factors to drive risk identification and assessment (subjectivity, 

complexity, uncertainty, change, and susceptibility to misstatement due to management bias or 

fraud). Using these inherent risk factors, the auditor assesses inherent risk on the “spectrum of 

inherent risk”, at which the higher end lies significant risks, to drive a more focused response to 

the identified risks. It should also be noticed that the standard requires the auditor to obtain 

sufficient, appropriate audit evidence from these risk identification and assessment procedures 

to form the basis of their risk assessment.

The standard also increases the focus on auditors identifying the assertions where the inherent 

risk lays. For clarity, we include a table of assertions:

• Greater emphasis on IT

In response to constantly evolving business environments, the standard has placed an increased 

emphasis on the requirements for the auditor to gain an understanding of the entity’s IT environment 

to better understand the possible risks within an entity’s information systems. As a result, auditors 

are required to gain a greater understanding of the IT environment, including IT general controls 

(ITGCs). However, the standard acknowledges the fact that there is a need for scalability in gaining 

this understanding and provides more detailed guidance on how to approach the topic depending on 

the complexity of the commercial software and/or IT applications.

Completeness Is the balance complete?

Accuracy & valuation Are transactions accurately recorded and assets and 

liabilities appropriately measured?

Classification Is the balance classified correctly?

Occurrence Did the transaction occur?

Existence Does the item exist?

Rights & obligations Does the entity own the item?

Cut-off Is the item recorded in the correct financial year?

Presentation & disclosure Is the item presented in the accounts appropriately?
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• Increased focus on controls

Off the back of the emphasis for auditors to gain a greater understanding of the IT environment, 

the standard has also widened the scope of controls deemed relevant to the audit. Auditors are 

now required to increase their understanding of controls implemented by management, as well 

as assess the design and implementation of those controls, which include ITGCs.

Impact on the audit of the Council

Our risk assessment procedures will be more granular than in the prior year and we will be seeking 

more information from the Council to ensure that we can document our detailed understanding of 

the Council and the environment that it operates in. This will build on the existing strong knowledge 

of the Council we already have in place from our previous years' audits. In documenting our risk 

assessment, we will need to input additional time to assess inherent risks of the spectrum that the 

auditing standard requires.

In terms of IT, we have established a good understanding of the Council’s IT environment and at 

this stage are not aware of any significant changes. We will keep this under review as part of our 

planning and interim audits. We do not plan to test ITGCs as we have designed our approach to 

gain assurance from substantive testing, which in our view remains the most efficient approach to 

take.



Mazars

Mazars is an internationally integrated partnership, specialising in audit, accountancy, advisory, tax 

and legal services*. Operating in over 90 countries and territories around the world, we draw on the 

expertise of 40,400 professionals – 24,400 in Mazars’ integrated partnership and 16,000 via the 

Mazars North America Alliance – to assist clients of all sizes at every stage in their development.

*where permitted under applicable country laws.

www.mazars.com

Partner: Karen Murray

Email:  karen.murray@mazars.co.uk

LinkedIn:

www.linkedin.com/company/Mazars

Twitter:

www.twitter.com/MazarsGroup

Facebook:

www.facebook.com/MazarsGroup

Instagram:

www.instagram.com/MazarsGroup

WeChat:

ID: Mazars

Contact Follow us:

Manager: Cath Andrew

Email:  cath.andrew@mazars.co.uk


