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Audit and Resources Committee
Eastleigh Borough Council
Eastleigh House
Upper Market Street
Eastleigh
SO50 9YN

14 June 2021

Dear Audit & Resources Committee Members

Proposed re-scheduling of the 2020/21 Audit

I am writing to advise you of our intention to reschedule the delivery of our 2020/2021
external audit of the Council and to set out the reasons for that decision. We have discussed
this with officers and agreed the revised timeline. The audit is now due to commence in
October 2021 with planned completion by December. This means that the Council will not be
able to publish its audited financial statements by the amended target date set out in the
2020/21 Accounts and Audit Regulations of 30 September 2021.

I recently wrote to Chief Financial Officers and Audit Committee Chairs for all our Local
Government, Police and Fire bodies where we are contracted through the Public Sector Audit
Appointments Limited arrangements. A copy of that letter is attached. It sets out the wider
context for our decision to defer Local Government, Police and Fire audits more generally
which I do not repeat fully here, but to summarise:

· The continuing impact of Covid-19 restrictions on the financial reporting and audit
cycle across both the corporate and public sectors has resulted in difficulties and
delays for both auditors and audited bodies. Covid-19 has also accelerated the trend
towards increasingly complex accounts in Local Government, in turn leading to
greater levels of estimation, uncertainty and risk in financial reporting and financial
sustainability. This will continue to require additional procedures for audit teams and
councils, including the use of specialists and navigating professional practice
consultations.

· The impact of later completion for remaining 2018/2019 and 2019/2020 local public
audits nationally, and the delay that has resulted in starting 2020/2021 audits for us
more generally as a firm.

· The revised target of 1st August for production of the draft financial statements which
leaves auditors only two months to complete the audit, including the month of August
when we anticipate the lifting of Covid-19 restrictions, has further compressed the
timetable for us to undertake our work.
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· As recognised in Sir Tony Redmond’s recent review of local public audit, it is
becoming increasingly difficult to identify sufficiently skilled and specialist local
auditors to deliver local audit within this shortened timeframe. We consider the
quality of the audit we deliver to be of paramount importance and, as we hope you
would expect of us, will not compromise our standards.

· Other jurisdictions such as Audit Scotland are proposing to revise the 2020/2021
local authority reporting timetable to the 30th November 2021 in recognition of these
circumstances.

Notwithstanding this wider context I wanted to reassure you we have not taken the decision
to defer the Council’s audit lightly, recognising the Council has successfully produced draft
2020/2021 financial statements in line with its internal timetable and before the target date
of 1st August. In reaching the decision to defer we have considered:

· The relatively high-level of complexity of Eastleigh’s accounts and group structure
relative to other lower tier councils, primarily resulting from your commercial
activities. This means that the level of estimation and professional judgement
involved in producing and auditing the Council’s accounts is significantly greater than
for a typical council of its size and therefore requires a greater level of challenge and
review, often requiring the input of both Management’s and our own specialists. The
work of professionally qualified valuers to assess and value the Council’s sizeable
asset base is a significant example of this. The complexity of the accounts means that
it is essential that we provide the right team to offer you a good level of assurance.

· Leading on from this we have established an excellent working relationship with your
finance team. We have done this by offering some continuity in our resourcing
meaning that our team has the experience, knowledge and skills to able to deliver
your audit to the right standard, and work with your finance team to provide the
assurance you would expect. Re-scheduling the audit as we have proposed allows us
to keep your core audit team in place. For context, locally in our Southampton Office
we have experienced over 10% attrition on our team since January, which in the
current environment we cannot replace in the short term with experienced UK public
specialist auditors.
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I hope this explains our decision to re-schedule your audit to later in the year. I also want to
be clear that taking this decision does not mean we have concerns about the Council’s ability
to deliver complete and materially accurate financial statements with appropriate working
papers, or any concerns over the support it is able to provide to our audit team.

If you have any further questions, I will be pleased to answer them on 22 June at the next
committee meeting.

Yours faithfully

Janet Dawson
Partner


