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AUDIT PROGRESS UPDATE 

1. PURPOSE OF THE REPORT 

 
 To update members on the progress of the external audit and the audit fees. 1.1

2. RECOMMENDATION 

 
That members consider the report. 

3. SUMMARY OF KEY ISSUES 

 
 Nationally there are challenges around the timeliness of local audit, one of the key 3.1

issues highlighted by Sir Tony Redmond in his independent review of local authority 
financial reporting and external audit. In 2017/18 the deadline for issuing audit 
opinions was brought forward from 30 September to 31 July. Since this point there 
has been a reduction in the number of local government audit opinions delivered on 
time, with significant reductions from 2018/19 onwards. This downward trend 
accelerated during the COVID-19 pandemic, with only 45% of 2019/20 audits 
completed by the extended deadline of 30 November 2020 and only 9% of 2020/21 
audits completed by the extended deadline of 30 September 2021. 
 

 As the National Audit Office (NAO) outlined in its 2020 report ‘Timeliness of local 3.2
auditor reporting on local government in England’, a variety of complex factors are 
contributing to audit delays. Audit firms are struggling with a net loss of qualified staff, 
with many qualified accountants choosing to leave the audit sector entirely. For 
auditors that are choosing to stay within the profession, alternative audit opportunities 
are often perceived as more attractive than local audit, which is contributing a high 
turnover of staff within firms. 
 

 In addition, increasing workload and regulatory pressure on auditors have contributed 3.3
to further delays. The NAO found that the additional requirements of new 
International Financial Reporting Standards (IFRS), along with increased 
expectations from the Financial Reporting Council (FRC) following high-profile 
corporate failures such as Carillion and Patisserie Valerie, had combined to produce 
a significant increase in audit work, particularly on asset and pensions valuations. 
 

 Due to these factors, Councils were advised to expect an increase in their audit fees 3.4
above those originally agreed (known as the scale fee) for the remainder of the audit 
appointment period.   
 

 The current audit appointment period expires after the 2022/23 audit year, and 3.5
following Council approval Maldon District Council (MDC) has opted into the national 
scheme again for the next five years with Public Sector Audit Appointments (PSAA) 
Ltd. The procurement for the 2023/24 – 2027/28 period has now concluded with 



PSAA advising that due to the current pressures in the market, fee increases of 
150% on the total fees for 2022/23 can be expected with actual fees being higher 
depending on the work required.  

4. 2020/21 ACCOUNTS AUDIT 

  
 For 2020/21 draft accounts were required to be published by 30 June 2021 and 4.1

accounts audited by 30 September 2021.  The Council published its draft accounts 
by 30 June 2021, but the audit is ongoing. In accordance with ‘The Accounts and 
Audit Regulation 2015’ the Council has published an explanation of why the audited 
accounts are not yet available. 
 

 Only 9% of local authorities had their 2020/21 accounts audited by the deadline and 4.2
as at 30 November 2022 there were still 160 audits outstanding. The Council’s 
auditor (Deloitte) has worked at various points on the audit and is expected to 
conclude in the early part of next year having scheduled resources to commence in 
January to conclude the outstanding work. An internal review period will be required 
by the auditor of that work before they can sign it off. 
 

 Although the audit is ongoing and final figures are subject to this, it should be 4.3
highlighted the following material adjustments to the published accounts have been 
identified to date: 
 

  COVID Grants (£28m) – As previously reported, some of the COVID grants had 
their income and expenditure recognised in the Income and Expenditure 
Statement. As the Council was acting as an ‘agent’ for central government 
these transactions should not have been disclosed in the statement. As the 
income matches the expenditure there is no bottom-line impact and the figures 
will be removed. 
 

  Depreciation (£1.9m) – Since 2016/17 the Council adopted a practice of not 
depreciating assets that were revalued in the year. This was not compliant with 
accounting requirements meaning revaluations were understated and needed 
to be corrected back to 2016/17. However, the actual assets values are correct 
and unaffected. The implications of this were that the Revaluation Reserve was 
understated and the Capital Adjustment Account overstated. These are both 
unusable reserves and as such does not impact on the bottom line, value of the 
assets or money available and is a technical accounting adjustment.  

 

  Pension Valuation (£324k) – The draft pension valuation was used to complete 
the accounts. When the final valuation was available it showed that a change to 
the corresponding pension liability and pension reserve was required. This 
does not have an impact on the bottom line. 

 

  Debtor / Receipt in Advance (£344k) – A government grant due to be paid in 
the following year was incorrectly coded as a receipt in advance instead of a 
debtor. This classification does not impact the bottom line and will be 
reclassified as a debtor. 

 

  Income Compensation Grant (£45k) – After publication of the accounts, 
confirmation of the final income compensation grant was received, which 
differed by £45k less than was estimated. This was already adjusted for in 
21/22 when the grant was received so is a reclassification between years and 
does not change the general fund balance reported at 31 March 2022. 

 

  Net Pension Payments (£10k) – Pension payments relating to added years 
were not posted from a balance sheet code to expenditure. This was identified 
by the finance team who have created a new code to ensure these payments 



are separately identifiable to avoid a reoccurrence of this. This impacts on the 
bottom line by £10k. 

 
 As outlined at the beginning of the report the scale fees are no longer representative 4.4

of what the actual audit fees will be. However, any variation of the scale fee needs to 
be approved by PSAA. The process for this is as follows: 

 
1. Firstly, the auditors will seek to reach an agreement on fees with the Council 

through negotiations. The Council does not have to agree with them. 
 

2. Following the conclusion of the audit, the auditors submit their fee variation to 
the PSAA and indicate if the Council agrees with them or not. 

 

3. PSAA will discuss the fee proposal with the Council and consider their points. 
 

4. PSAA will review and question the fee variations and ask for further evidence 
and explanations as necessary, including looking at audit files. 

 
 

5. PSAA will then determine the final fee. 
 

 In advance of determining fees the PSAA will be conducting research into all firms to 4.5
understand what reasonable additional work is, considering the new requirements, to 
help inform its decisions. The initial fee proposed by the audit is below, however this 
will change depending on the actual work undertaken. 
 

  

19/20 
Actual 

(£) 

20/21 
Proposed 

(£)   

Scale fee  37,942 37,942 Pre-set by PSAA 

Variations 0 32,938 Will be reviewed post-audit by PSAA 

Value for money 0 10,000 Will be reviewed post-audit by PSAA 

Covid-19 Work 7,700 7,700 COVID specific - not ongoing 

Asset valuation 9,120 0   

Total Cost 54,762 88,580   

 

5. 2021/22 ACCOUNTS AUDIT 

  
 For 2021/22 draft accounts were required to be published by 31 July 2022 and 5.1

accounts audited by 30 November 2022.  The Council once again published its draft 
accounts by the deadline, but the audit is yet to commence due to the delay in the 
2020/21 audit. In accordance with ‘The Accounts and Audit Regulation 2015’ the 
Council has published an explanation of why the audited accounts are not yet 
available. 
 

 Only 56 out of 467 (12%) of local authorities had their 2021/22 accounts audited by 5.2
the deadline of 30 November 2022. MDC’s audit will commence following the 
conclusion of the 2020/21 audit and is expected to commence in July with the 
2022/23 audit following on immediately from that. 
 

 The following table produced by the Local Government Information Unit (LGiU) 5.3
shows the number of authorities who published their unaudited accounts by the 
deadline. Maldon was one of only 63% of Districts who published by the deadline. 



 

 

6. AUDIT PERIOD 2023/24 – 2027/28 

  
 On 3 October 2022 PSAA announced the outcome of its procurement of audit 6.1

services for the 470 local government, police and fire bodies (99% of eligible local 
bodies) that have opted into its national scheme for the next appointing period 
spanning the audits from 2023/24 to 2027/28. 
 

 The procurement took place against the challenging backdrop of a troubled audit 6.2
profession, a turbulent market and a local audit system that is facing unprecedented 
difficulties including large volumes of delayed audit opinions. Only ten audit suppliers 
are currently registered to undertake local audits in England, three of which opted not 
to take part in this procurement. 

 
 Contracts were offered to six suppliers following a competitive process that was 6.3

protracted reflecting the limited capacity available in the market. The scale of the 
contracts varies widely depending upon the capacity which each supplier is able to 
provide. 
 

 Three existing suppliers were retained, Grant Thornton, Mazars and Ernst & Young. 6.4
Former supplier KPMG and two new suppliers, Bishop Fleming and Azets Audit 
Services were also awarded contracts. The Council’s current auditor (Deloitte) is 
leaving the market. 
 

 From 2023/24 the respective shares of the audits of opted-in bodies will be as 6.5
follows: 

 

Supplier Share of PSAA’s work 

Grant Thornton 36.0% 

Mazars 22.5% 

Ernst & Young 20.0% 

KPMG 14.0% 

Bishop Fleming 3.75% 

Azets Audit Services 3.25% 

 
 The bid prices that were received in this procurement reflected a significant increase 6.6

compared to the previous procurement in 2017. The audit industry has faced major 
challenges in the intervening period. In addition, local audit faces several distinctive 
difficulties which have resulted in a less competitive market. 
 



 In Autumn 2023 PSAA will consult on the proposed scale of audit fees payable by 6.7
bodies in respect of the audit of 2023/24 accounts. At this stage PSAA’s advice is to 
anticipate a major re-set of total fees for 2023/24 involving an increase of the order of 
150% on the total fees for 2022/23. The actual total fees will depend on the amount 
of work required. PSAA have raised this as a matter of concern with the Department 
for Levelling Up, Housing and Communities (DLUHC) for consideration. 
 

 Based on Maldon’s 20/21 fee it is likely the 22/23 could be close to £100,000. A 6.8
150% increase to this would mean a 23/24 audit fee of £250,000. In addition to the 
increased costs, it is also a concern that the additional audit work will inevitably 
create additional work for the Council to service this, adding to resourcing pressures.  
The PSAA will consult formally on scale fees for 2023/24 in Autumn 2023 and will 
publish confirmed scale fees for 2023/24 for opted-in bodies on their website by 30 
November 2023. 
 

 To address these issues, it is hoped that future changes to the local audit system will 6.9
include reductions in the volume of work which auditors are required to undertake 
before arriving at their opinion on the financial statements, enabled by a combination 
of revisions to the accounting and auditing requirements. 
 

 The Council’s next auditor will be KPMG, who PSAA have provided the following 6.10
synopsis for: 
 
One of the ‘Big Four’ audit firms, KPMG operates in over 100 countries with over 
230,000 employees providing audit, assurance, tax, consulting and advisory services 
to the public and private sectors. KPMG employees around 16,000 people in the UK. 
Within the public sector they have 14 active Key Audit Partners supported by a team 
of 100 staff and a range of specialists.  KPMG undertakes a range of other public 
sector audit work including Local Audits in the NHS, central and local government 
audit work on behalf of NAO and Audit Scotland and a range of external audits in the 
education and social housing sectors.  Prior to 2018, KPMG were appointed auditors 
to a range of local government bodies through previous audit procurement exercises. 

7. CONCLUSION 

 
 The Council has published its unaudited accounts for both 2020/21 and 2021/22 by 7.1

the deadline, however the audits remain ongoing. Audit fees are expected to 
increase significantly in coming years which will be an additional financial pressure 
and there are concerns around the impact on Council resources caused by new audit 
requirements.  

8. IMPACT ON STRATEGIC THEMES 

 
 Financial management supports all strategic themes. 8.1

9. IMPLICATIONS 

 
(i) Impact on Customers – None. 

(ii) Impact on Equalities – None. 

(iii) Impact on Risk – None. 

(iv) Impact on Resources (financial) – The implications are outlined in the 
report. 



(v) Impact on Resources (human) – None. 

(vi) Impact on the Environment – None. 
 
(vii) Impact on Strengthening Communities – None. 

 
 
Enquiries to:  
 
Chris Leslie, Director of Resources – chris.leslie@maldon.gov.uk 
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