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This report is addressed to the Authority and has been prepared for the sole use of the Authority. We take no responsibility to any member of staff acting in their individual capacities, or to 
third parties. Public Sector Audit Appointments issued a document entitled Statement of Responsibilities of Auditors and Audited Bodies summarising where the responsibilities of auditors 
begin and end and what is expected from audited bodies. We draw your attention to this document which is available on Public Sector Audit Appointment’s website (www.psaa.co.uk).

External auditors do not act as a substitute for the audited body’s own responsibility for putting in place proper arrangements to ensure that public business is conducted in accordance with 
the law and proper standards, and that public money is safeguarded and properly accounted for, and used economically, efficiently and effectively.

We are committed to providing you with a high quality service. If you have any concerns or are dissatisfied with any part of KPMG’s work, in the first instance you should contact John Cornett, 
the engagement lead to the Authority, who will try to resolve your complaint. If you are dissatisfied with your response please contact the national lead partner for all of KPMG’s work under 
our contract with Public Sector Audit Appointments Limited, Andrew Sayers (on 0207 694 8981, or by email to andrew.sayers@kpmg.co.uk). After this, if you are still dissatisfied with how 
your complaint has been handled you can access PSAA’s complaints procedure by emailing generalenquiries@psaa.co.uk, by telephoning 020 7072 7445 or by writing to Public Sector Audit 
Appointments Limited, 3rd Floor, Local Government House, Smith Square, London, SW1P 3H.

This report provides the audit committee with an overview on progress in delivering our responsibilities as your external 
auditors.

The report also highlights some of the recent KPMG communications and other publications on the main technical issues 
which are currently having an impact in local government. 

If you require any additional information regarding the issues included within this report, please contact a member of the audit
team.
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This document 
provides the audit 
committee with a 
high level overview 
on progress in 
delivering our 
responsibilities as 
your external 
auditors.

At the end of each 
stage of the audit 
we issue certain 
deliverables, 
including reports 
and opinions. A 
summary of 
progress against 
these deliverable is 
provided in 
Appendix 1 of this 
report. 

External audit progress report – June 2016
Local Government External Audit

Commentary

Planning We presented the draft 2015/16 audit plan for the external audit of the Authority and the Lincolnshire Pension Fund to the March 2016 Audit 
Committee. We have continued to liaise with management on the significant financial and operational issues at the Council.

Our work over the coming quarter will include: 

• ongoing liaison with finance staff and further meetings with senior officers as part of the audit process to better understand the current and 
longer term issues that the council is addressing; and

• liaising with internal audit.

• starting our final accounts audits 

Financial 
statements

Since the Audit Committee’s last meeting we have:

• continued to liaise with finance and IT Managers regarding the progress being made in improving the controls over the operation of 
Agresso. 

• liaised with Serco and PwC regarding the audit work being carried on payroll and their findings.

• discussed the progress made in addressing the year-end closedown risks and confirmed our core working paper requirements.

• agreed start dates for the main Pension Fund and County Council final accounts visits (20 June and 1 August 2016 respectively). 

We expect to confirm our approach for the data and analytics testing, and agree the information required from Serco, before the end of June 
2016.

At this stage there are no additional matters that we need to bring to your attention.

Value for 
Money

In our audit plan we identified the following as areas where we would need to carry out further work during the remainder of the audit:
• Operation of the Serco support services contract - we have continued to monitor your progress in addressing the continuing issues with 

the operation of the contract with Serco.

• Managing you budget and shaping your medium term financial strategy – we have continued to monitor your progress in establishing
arrangements for ensuring effective budget management control through the new Agresso system and discussed with management the 
Council’s progress in managing its medium term financial position.  

We will continue with this work, update our risk assessment during the year and report our conclusions in the ISA260 report to the Audit 
Committee in September 2016.
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This document 
provides the audit 
committee with a high 
level overview on 
progress in delivering 
our responsibilities as 
your external auditors.

At the end of each 
stage of the audit we 
issue certain 
deliverables, including 
reports and opinions. A 
summary of progress 
against these 
deliverable is provided 
in Appendix 1 of this 
report. 

External audit progress report – June 2016
Local Government External Audit

Commentary

Audit fee 
update

The indicative audit fee notified to the Council in April 2015, was £107,325 ( £143,100 in 2014/15) for the Council’s audit and 
£24,350 (£24,350 in 2014/15) for the Pension Fund. We have set out in our Audit Plan a number of audit risks and other factors 
which are likely to require us to carry out additional work in support of our audit opinions and value for money conclusion. We 
will update the Audit Committee as the audit progresses on any likely changes to the fee, and confirm the final fee later for the 
year in our Annual Audit Letter. Any increase would in any case be subject to the approval of the PSAA.

Other work We have not carried out other non-audit work since the Audit Committee’s March 2016 meeting.
We are currently discussing with Managers the terms of reference for a proposed independent review of the procurement of the 
Serco contract and the implementation of Agresso. We will update the Audit Committee on this work if it proceeds.

Actions We ask the Audit Committee to:

 NOTE this progress report.
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Technical update – KPMG publications
Local Government External Audit

Area Comments

Reimagine Local 
Government

In April 2016 KPMG launched an new client communication (‘Let’s Talk Local Government’) with the aim of providing a channel for regular dialogue with 
our clients to discuss relevant topical issues. The communication forms part of our Reimagine Government campaign and our colleagues have applied 
their thinking to reimagine public services, using this to generate conversations , design solutions and implement this thinking locally. 

The Reimagine Local Government Website can be found at:

https://home.kpmg.com/uk/en/home/insights/2016/04/reimagine-local-government.html

The first edition of the communication includes the following think pieces:  

Women in the public sector: “I thought I was there to make up the numbers”, This is a write up of our successful International Women’s Day event.

https://home.kpmg.com/uk/en/home/insights/2016/04/women-public-sector-leaders.html

Council cash crunch: New approach needed to find fresh income, by Adrian Fieldhouse. In the article the author proposes that to enable 
diversified income streams to flourish councils need to have to have the right culture and approach.

https://home.kpmg.com/uk/en/home/insights/2016/04/council-cash-crunch-new-approach-needed-to-find-fresh-income.html

English devolution: Chancellor aims for faster and more radical change, by Katie Johnston. Even some of the more dynamic authorities may find 
it difficult to drive growth at a scale and pace sufficient to make up for the loss of central support.

https://home.kpmg.com/uk/en/home/insights/2016/04/english-devolution-chancellor-aims-for-faster-and-more-radical-c.html

Time for the Care Act to deliver, by Andrew Webster. The article proposes that the idea of councils as responsive organisations, guiding people to 
the best care, is the correct one. It is not only right for the wellbeing of our population.

https://home.kpmg.com/uk/en/home/insights/2016/04/time-for-the-care-act-to-deliver.html

Councils can save more than just cash by sharing data, by Richard Walker. Local authorities are yet to realise the full value of their data and are 
wary of sharing information. Cross-sector structures and the right leadership is the first step to combating the problem.

https://home.kpmg.com/uk/en/home/insights/2016/04/councils-can-save-more-than-just-cash-by-sharing-data.html

Reimagine Care: using digital platforms to improve life for service users and carers , by Mark Essex. Government policies on public services 
emphasise personalisation but the offer in social care often falls short of these goals. This could improve through a change in approach and some 
relatively straightforward digital technologies,

https://home.kpmg.com/uk/en/home/insights/2016/03/reimagine-care.html

Please let us know if you need any more information on any of these publications.
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Technical update – CLG announcements
Local Government External Audit

Area Comments

Councils given 
flexibility to 
use sales of 
surplus 
property to 
improve 
services

In March 2016 the government issued further guidance to support its Autumn Statement announcement of planned changes to the rules for 
use of ‘capital receipts’. For a 3-year period from the 1 April, local authorities will be able to spend any revenues they generate from selling 
surplus assets – like property or shares and bonds - to fund the costs of improvements to services. Examples of things capital receipts could 
be used on improving include:

shared back office, restructuring and admin work with other councils

counter fraud programmes

public facing services which straddle more than one body, like children’s services or trading standards

The guidance requires that if councils are to use these flexibilities they should develop a dedicated strategy document to go alongside or as 
part of their annual budget. As a minimum, strategies should list each project that plans to use revenues from capital receipts to improve and 
state details of the expected savings or service transformation. From 2017 to 2018 strategies will also be required to review whether planned 
savings outlined in previous years are being achieved.

The guidance can be found at the link below:

https://www.gov.uk/government/publications/final-guidance-on-flexible-use-of-capital-receipts
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Technical update – National Audit Office publications
Local Government External Audit

Area Comments

Discharging 
older patients 
from hospital

The health and social care system’s management of discharging older patients from hospital does not represent value for money, according 
to the NAO. The spending watchdog estimates that the gross annual cost to the NHS of treating older patients in hospital who no longer 
need to receive acute clinical care is in the region of £820 million.

NHS guidance is that patients are moved out of acute hospital as soon as it is clinically safe to do so; it is important to achieve the correct 
balance between minimising delays and not discharging a patient from hospital before they are clinically ready. Caring for older people who 
no longer need to be in hospital in more appropriate settings at home or in their community instead could result in additional annual costs of 
around £180 million for other parts of the health and social care system. This would reduce the potential savings of £820 million arising from 
discharging patients earlier from hospitals.

The report found that, while some efforts to rectify the situation have been made, an ageing population and more older people being 
admitted to hospital means there needs to be a step change in performance to resolve the problem. Data on delayed transfers of care 
substantially under-estimate the range of delays that patients experience. Over the past two years the official data shows there has been an 
increase of 270,000 (31%) in days in acute hospitals when beds have been occupied by patients who have had their discharge delayed 
unnecessarily, to the current figure of 1.15 million days. These figures, however, only account for delays after clinicians and other 
professionals deem a patient to be ready for discharge, and does not include all patients who are no longer in need of acute treatment. 
Based on evidence gathered by the NAO, the true figure for patients aged 65 and older who are no longer benefiting from acute care could 
be as high as 2.7 million days.

In 2014-15, the percentage of older people admitted to hospital after attending A&E was 50%, compared to 16% for those aged under 65. 
Although overall length of stay for older patients following an emergency admission has decreased from 12.9 to 11.9 days in the last five 
years, suggesting improved efficiency, the overall number of bed days resulting from an emergency admission has still increased by 9% 
from 17.8 million to 19.4 million days.

Workforce capacity issues in health and social care organisations are making it difficult to discharge older patients from hospital effectively. 
Across the health and social care system, providers and commissioners said that staff recruitment and retention were a significant cause of 
delays: vacancy rates for nursing and home care staff were up to 14–15% in some regions, and fewer than half of hospitals felt they had 
sufficient staff trained in the care of older patients. Health and social care organisations are also not sharing patient information effectively, 
despite a statutory duty to do so. In addition, while hospitals are financially incentivised to reduce discharge delays, there is no similar 
incentive for community health and local authorities to speed up receiving patients discharged from hospital. Among the NAO’s
recommendations is that the Department of Health, NHS England and NHS Improvement should set out how they will break the trend of 
rising delays against the demographic challenge of growing numbers of older people.

The NAO’s full report can be found at:

https://www.nao.org.uk/report/discharging-older-patients-from-hospital/
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Technical update - National Audit Office publications (continued)
Local Government External Audit

Area Comments

English 
Devolution 
Deals

This April 2016 report by the NAO states that devolution deals to devolve power from central government to local areas in England offer 
opportunities to stimulate economic growth and reform public services for local users, but the arrangements are untested and government 
could do more to provide confidence that these deals will achieve the benefits intended, according to the National Audit Office.

Over the last 18 months, 10 devolution deals have been agreed, outlining the transfer of powers, funding and accountability for policies and 
functions previously undertaken by central government, in Greater Manchester, Cornwall, Sheffield City Region; the North East; Tees Valley; 
Liverpool City Region; the West Midlands, East Anglia; Greater Lincolnshire; and the West of England. They are the latest in a range of 
initiatives and programmes designed to support localism and decentralisation.

HM Treasury and the Cities and Local Growth Unit are responsible for managing the negotiation, agreement and implementation of 
devolution deals on behalf of central government as a whole. All of the deals include an agreement on devolved responsibility for substantial 
aspects of transport, business support and further education. Other policy areas included in some of the deals are housing and planning, 
employment support and health and social care. The government has announced new additional investment funding of £246.5 million a year 
alongside the devolution deals announced so far. Over time, the government intends to combine this funding with a number of other funding 
streams into a ‘single pot’ to enable more local control over investment decisions, and has announced £2.86 billion of initial allocations over 
5 years for the first 6 mayoral devolution deals.

Central government’s management approach to brokering devolution deals is designed to support its policy of localism. The government 
considers that devolution proposals should be led by local areas, and that central government’s role should be to respond to these 
proposals. As a result, the government has decided not to set out a clear statement of what it is trying to achieve through devolution deals.

According to the NAO, however, there are significant accountability implications arising from the deals which central government and local 
areas will need to develop and clarify. These include the details of how and when powers will be transferred to mayors and how they will be 
balanced against national parliamentary accountability. The deals agreed so far involve increasingly complex administrative and governance 
configurations. And as devolution deals are new and experimental, good management and accountability both depend on appropriate and 
proportionate measures to understand their impact.

To improve the chances of success, and provide local areas and the public with greater clarity over the progression of devolution deals, 
central government should clarify the core purposes of devolution deals as well as who will be responsible and accountable for devolved 
services and functions, and should ensure it identifies and takes account of risks to devolution deals that arise from ongoing challenges to 
the financial sustainability of local public services.

The NAO’s full report can be found at:

https://www.nao.org.uk/report/english-devolution-deals/
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Technical update - National Audit Office publications (continued)
Local Government External Audit

Area Comments

Local 
Enterprise 
Partnerships

The role and remit of Local Enterprise Partnerships has grown significantly and rapidly since 2010, but as things stand, the approach taken 
by the Department of Communities and Local Government to overseeing Growth Deals risks future value for money, according to the 
National Audit Office.

The government encouraged the establishment of LEPs as private sector-led strategic partnerships which would determine and influence 
local growth priorities. With the advent of the Local Growth Fund, the amount of central government funding received by LEPs is projected to 
rise to £12 billion between 2015-16 and 2020-21 via locally negotiated Growth Deals. The Department, however, has not set specific 
quantifiable objectives for what it hopes to achieve through Growth Deals, meaning that it will be difficult to assess how they have 
contributed to economic growth.

The NAOs report found that LEPs themselves have serious reservations about their capacity to deliver and the increasing complexity of the 
local landscape. To oversee and deliver Growth Deal projects effectively, LEPs need access to staff with expertise in complex areas such as 
forecasting, economic modelling and monitoring and evaluation. Only 5% of LEPs considered that the resources available to them were 
sufficient to meet the expectations placed on them by government. In addition, 69% of LEPs reported that they did not have sufficient staff 
and 28% did not think that their staff were sufficiently skilled. The NAO found that LEPs rely on their local authority partners for staff and 
expertise, and that private sector contributions have not yet materialised to the extent expected.

In addition, there is a risk that projects being pursued will not necessarily optimise value for money. Pressure on LEPs to spend their Local 
Growth Fund allocation in year creates a risk that LEPs will not fund those projects that are most suited to long term economic development. 
Some LEPs reported that they have pursued some projects over others that, in their consideration, would represent better value for money. 
LEPs have also found it challenging to develop a long-term pipeline of projects that can easily take the place of those that are postponed.

The Department has acted to promote standards of governance and transparency in LEPs, and all 39 LEPs had frameworks in place to
ensure regularity, propriety and value for money by March 2015. The Department, however, had not tested the implementation of such 
assurance frameworks at the time that Growth Deals were finalised. The NAO found that there are considerable gaps in LEPs’ compliance 
with the Department’s requirements in this regard, and that the availability and transparency of financial information varied across LEPs.

The NAO’s full report can be found at:

https://www.nao.org.uk/report/local-enterprise-partnerships/#
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Technical update – CIPFA publications
Local Government External Audit

Area Comments

‘More Medicine 
Needed’

The government’s Five Year Forward View for the NHS, published in 2014 is, according to CIPFA’s May 2016 report, already outdated as 
extra money for investment is used to plug short-term gaps. The report warns that the NHS could well overreach its budget by £10bn a year 
by 2020. Analysis suggests that the NHS will struggle to make £22bn planned efficiency savings by 2020. Furthermore, new pressures have 
arisen since the plans were set in 2014, and much of the £8bn additional funding announced last year is being used to make ends meet, 
instead of being invested in projects to save money in the future.

The report warns that new charges or healthcare rationing will have to be introduced, unless taxes are raised to meet the annual £10bn 
shortfall, which is equivalent to £571 for every working household.

CIPFA has called for an independent commission to establish a ‘golden ratio’ of GDP spend on healthcare. UK spending on health is 
expected to be 7% of GDP by 2020, well below other countries such as France or Germany (11%), let alone the US (18%).

CIPFA states that the NHS faces a shortfall of £2.45bn this year and that’s likely to grow to £10bn by 2020. The shortfall is due to a 
combination of insufficient financial support, increased pressures from new commitments and a growing and aging population, and 
unrealistic saving targets.

The government estimated that the pressures on health will likely cost £30bn by 2020, which it intends to address with £22bn efficiency 
savings and £8bn additional funding in the Spending Review 2015. CIPFA’s analysis suggests that the cost of increasing demand will in fact 
be in the range of £30bn–£40bn, with savings only being in the range of £16bn–£22bn and much of the additional funding has already been 
used. The 2020 overspend is therefore expected to be in the range of £5bn–£16bn with a most likely scenario of £10bn.

CIPFA’s report is available through:

http://www.cipfa.org/about-cipfa/press-office/latest-press-releases/%C2%A310bn-black-hole-likely-by-2020,-as-nhs-retreats-to-quick-fixes
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Appendix 1 – 2015/16 Audit deliverables
Local Government External Audit

Deliverable Purpose Timing Status

Planning

Fee letter Communicate indicative fee for the audit year April 2015 Issued April 
2015

External audit plan Outline our audit strategy and planned approach

Identify areas of audit focus and planned procedures

January 2016

(for March 2016 
Audit 
Committee)

To March 16 
Audit Cttee

Interim

Interim progress report 
and liaison

Update on any control and process issues.

Liaison with managers to Identify improvements required prior to the issue of the draft financial statements and the year-end 
audit.

April 2016 and 
onwards

Updated 
through March 
Audit 
Committee 
Progress 
Report  

Other 
discussions 
ongoing

Substantive procedures

Report to those 
charged with 
governance (ISA+260 
report)

Details the resolution of key audit issues.

Communication of adjusted and unadjusted audit differences.

Performance improvement recommendations identified during our audit.

Commentary on the Council’s value for money arrangements.

September 2016 TBC

Completion

Auditor’s report Providing an opinion on your accounts (including the Annual Governance Statement).

Concluding on the arrangements in place for securing economy, efficiency and effectiveness in your use of resources (the VFM 
conclusion).

September 2016 TBC

WGA Concluding on the Whole of Government Accounts consolidation pack in accordance with guidance issued by the National Audit 
Office.

September 2016 TBC

Annual audit letter Summarise the outcomes and the key issues arising from our audit work for the year. November 2016 TBC
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