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Introduction

This paper provides the Joint Audit Committee with a report on progress in delivering

<] [+]
m VT L (R VS our responsibilities as your external auditors

team members are:
The paper also includes a summary of emerging national issues and developments that

may be relevant to you.

Laurelin Griffiths Members of the Joint Audit Committee can find further useful material on our website
Key Audit Partner where we have a section dedicated to our work in the public sector. Here you can

T 0121232 5363 download copies of our publications.
E laurelin.h.griffiths@uk.gt.com

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

Zoe Thomas you, please contact either your Engagement Lead or Engagement Manager.

Senior Manager We continue to bring specialists to our update conversations where appropriate to share
[ any learning from our position as a leading audit supplier to the police sector.

E zoe.thomas@uk.gt.com

You will also have access to our annual Chief Accountant Workshops and any other
networking opportunities we create for the various stakeholders.

Assistant Manager

T +44 (0)121 212 4000
E Jack.Harris@uk.gt.com
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Progress at March 2025

Key areas

Financial Statements Audit

Our audits of your financial statements for 2023/24 are now
complete, and we issued unqualified opinions on 18 December
2024.

In March 2025 we commenced our detail audit risk assessment for
2024/25, and we have completed the majority of that work. We will
issue a detailed audit plan, setting out our proposed approach to
the audit of the 2024/25 financial statements to the Joint Audit
Committee, and expect to issue this plan to management and
Those Charged with Governance in the next few weeks.

We are also undertaking early sample testing, to reduce the
amounts of testing that we need to do in the summer.

We will receive the draft financial statements on 30 June 2025,
and anticipate our audit work commencing on 16 June 2025, as
agreed with management.

We will report our work in the Audit Findings Report and aim to give
our opinions on the Statements of Accounts by 31 December 2025.

© 2025 Grant Thornton UK LLP
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Value for Money
We aim to complete all 2024/25 value for money audit reviews in 2025.

From current trends around cost pressures and service demand, we
anticipate that risks around financial sustainability and reserves will
require consideration across most value for money reviews for 2024/25.
Arrangements for governance and improving economy, efficiency and
effectiveness will also be reviewed. The current estimated financial
trajectory of the sector is shown within the sector update in this report.

Where there are lesson to be learnt from the findings for our 2024/25
value for money reviews, we will seek to share them on a timely basis, to
inform future practice.



Progress at March 2025

Other areas

Meetings

We meet regularly with Finance Officers and continue to be in discussions regarding
emerging developments and to ensure the audit process is smooth and effective.

Events

We provide a range of workshops, along with network events for members and
publications to support the Police and Crime Commissioner and Chief Constable. Your
officers attended our Accounts Workshop in March 2025, where we highlighted financial
reporting requirements for the 2024/25 accounts and gave insight into elements of the
audit approach.

Further details of the publications that may be of interest to the Police and Crime
Commissioner, Chief Constable and JAC members are set out in our Sector Update
section of this report.

© 2025 Grant Thornton UK LLP
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Audit Fees

PSAA have published their scale fees for 2024/25:
2024/25 auditor appointments and audit fee
scale — PSAA .

These fees are £142,810 for the Police and Crime
Commissioner and £81,522 for the Chief
Constable. 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-2023-24-2027-28/2024-25-auditor-appointments-and-audit-fee-scale/
https://www.psaa.co.uk/appointing-auditors-and-fees/auditor-appointments-and-scale-fees-2023-24-2027-28/2024-25-auditor-appointments-and-audit-fee-scale/
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2024/25 deliverables

2024/25 Deliverables Planned Date Status

Accounts Joint Audit Plan March 2025 Not yet issued

We are required to issue a detailed accounts joint audit plan to the Joint Audit Committee setting out
our proposed approach in order to give our opinions on the 2024/25 financial statements.

Joint Audit Findings (ISA260) Report September 2025  Not due yet
The draft Joint Audit Findings Report will be reported to the September Joint Audit Committee.

Auditors Reports December 2025  Not due yet
These are the opinions on your financial statements and annual governance statements.

Auditor’s Annual Report December 2025  Not due yet

The key output from local audit work on arrangements to secure VFM is an annual commentary on
arrangements, which will be published as part of the Auditor’s Annual Report (AAR).

© 2025 Grant Thornton UK LLP



Commercial in Confidence

Policing Sector Update

Policing services are rapidly changing. Increased demand from the public and more complex crimes require a
continuing drive to achieve greater efficiency in the delivery of police services. Public expectations of the
service continue to rise in the wake of recent high-profile incidents, and there is an increased drive for greater

collaboration between Forces and wider blue-light services.

Our sector update provides you with an up-to-date summary of emerging national issues and developments to support you. We
cover areas which may have an impact on your organisation, the wider Police service 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.

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.

More information can be found on our dedicated public sector and police sections on the Grant Thornton website by clicking on
the logo below:

Grant Thornton Publications
Insights from sector specialists

Accounting and regulatory updates

© 2025 Grant Thornton UK LLP
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Home
Police Funding Settlement 2025-26

Within the Police Funding Settlement, overall funding for policing will total up to £19.6 billion in 2025-26, an increase of up to £1.1 billion when
compared to the 2024-25 settlement.

Of this amount, funding available to Police and Crime Commissioners (PCCs) for their local police force will be up to £17.5 billion an increase
of up to an additional £1.1 billion in 2025-26, a 6.6% cash increase and 4.1% real terms increase.

This includes an additional £100 million for Neighbourhood Policing above that announced at the provisional police funding settlement. This
assumes PCCs make use of the full precept flexibility of £14 for English forces.

The full statement can be found here.

© 2025 Grant Thornton UK LLP


https://questions-statements.parliament.uk/written-statements/detail/2025-01-30/hcws407
https://assets.publishing.service.gov.uk/government/uploads/system/uploads/attachment_data/file/773083/CCS207_CCS1218246368-001_Police_Settlement_Web_Accessable.pdf
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HMICFRS in
2024/25 Value for Money profiles HMICFRS

HMICFRS’ value for money dashboards provide comparative data on a wide range of policing activities from 2011 up to the most recent data
release (January 2025).

They allow detailed analysis of:
* how much forces spend on different policing activities;
* how crime levels compare across forces, as well as what outcomes forces achieve; and

» workforce costs, broken down by role, rank and gender.

The dashboard can be found here.

© 2025 Grant Thornton UK LLP
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Home Office

Home Secretary announces major policing reforms

In her first major speech at the annual conference hosted by the National Police Chiefs’ Council and Association of Police and Crime
Commissioners, the Home Secretary set out her plans to deliver major policing reforms, including:

* a new Police Performance Unit to track national data on local performance and drive up standards

* a Neighbourhood Policing Guarantee to get policing back to basics and rebuild trust between local forces and the communities they
serve

* anew National Centre of Policing to harness new technology and forensics, making sure policing is better equipped to meet the
changing nature of crime

The Home Secretary also announced more than half a billion pounds of additional central government funding for policing next year to

support the government’s Safer Streets Mission, including an increase in the core grant for police forces, and extra resources for

neighbourhood policing, the NCA and counter-terrorism. A full breakdown of the funding will be published as part of the police settlement in

December.

The full article can be found here.
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Wider sector updates

A briefing for audit committees on the wider sector updates across Public Sector Audit, Financial Reporting and
the responsibilities of Audit Committee members

© 2025 Grant Thornton UK LLP [ M



Local audit reform

For government in England to really access the potential benefits that devolution may bring,
there needs to be certainty that accountability and transparency can be maintained at
local level. This looks likely to mean a complete overhaul of the current local audit system.

In December 2024, the Ministry of Housing, Communities and Local Government (MHCLG)
published a green paper around local audit reform. In the consultation, the government
recognised that just 1% of accounts for 2022/23 were published on time, and that whilst
there have been calls since 2018 for a separate, dedicated, specialist local audit body to be
established, there has been no such body in place since the Audit Commission was
disbanded in 2015.

The consultation has now closed, and primary legislation is likely to be introduced in May
2025. The ambition is to establish a new Local Audit Office in the Autumn of 2026 and for
the Local Audit Office to begin contract management and other elements of a new oversight
role by 2028.

MHCLG statement on the backlog:
o % audited accounts published on time 2022/23

Source: MHCLG green paper, December 2024

© 2025 Grant Thornton UK LLP
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The government has committed that when it arrives, the new Local Audit Office (LAO”) will:
* Be statutory and independent, with a remit to streamline and simplify the system;

* Assume the functions of appointing and contracting auditors for local authorities
(meaning that authorities would no longer have the power to appoint their own auditor);

* Adopt ownership of the Code of Audit Practice from the NAO and deliver relevant
training;

* Hold responsibility for quality oversight of local audit, including overseeing an inspection
programme, enforcement and some elements of supervision;

* Publish national insight reports on local audit health, which could include emerging
trends, quality, market sustainability, VFM arrangements and statutory
recommendations and public interest reports; and

* Oversee professional bodies with regard to their remit for the qualification, registration
and conduct of local auditors.

MHCLG describes the current system as “complex and dysfunctional” and “broken” but
states that it is “determined to get the house in order”. To a large degree, the future of local
audit will depend on the extent to which the new body is given appropriate scope, powers
and responsibilities. We are contributing actively to stakeholder groups and will work
constructively with the new body as it comes into existence.

For a full copy of MHCLG s intentions, see Statement of intent and consultation .

Audit Progress & Sector Updates |
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The future of financial reporting

The government’s consultation on local audit reform also included consultation on the future

of local government financial reporting and accounts. The government’s December 2024
statement of intent and consultation committed to:

¢ Review the content and format of accounts;
* Determine an appropriate approach to consistency across the UK;

» Consider primary legislation to separate pension fund accounts from administering
authority accounts;

* Guarantee a freely available Accounting Code; and
* Consider the introduction of standardised statements in the longer term.

Work is intended to include ensuring that the accounting code does not require more
disclosures than are necessary and to consider the purposes and users of local authority
accounts. The statement of intent highlighted that timeliness, comprehension
(understandability) and professional capability (capacity) have all been issues in the past,
culminating in just 1% of audited accounts being published on time for 2022/23.

Grant Thornton’s track record is strong (84% of unqualified opinions for 2022/23 signed by
the 13t December 2024 backstop date), but we welcome the government’s new
commitments. Better timeliness and more comprehensible reporting across the sector will
strengthen accountability and transparency and lead to a firmer platform for decision-
making and devolved delivery.

© 2025 Grant Thornton UK LLP

13th December 2024 backstop performance — Grant Thornton compared to sector pre-
backstop performance

Sector: % audited accounts published on time (pre- 1
backstop dates being set)

Grant Thornton: % 2022/23 opinions signed by the 84
13th December 2024 backstop date

Grant Thornton: % 2022/23 VFM Auditor Annuall 99
Reports published by the 13th December 2024
backstop date

In the meantime, with the 28th February 2025 backstop date now passed for 2023/2%
statements of accounts, many will now be turning their attention to getting ready for
2024/25 financial reporting. Unaudited accounts for 2024/25 need to be published by
30th June this year. The backstop publication date for the audited 2024/25 accounts is
27th February 2026 . Early consideration of resourcing and timetabling will help.

For a full copy of the statement of intent and consultation, see Statement of intent and
consultation

For the Accounts and Audit Regulations 2024, see The Accounts and Audit (Amendment)
Regulations 2024

Audit Progress & Sector Updates | 13
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Value for money webinar for Audit Committee members

We plan to hold the second in a series of Value for Money (VFM) webinars for members
of Audit Committees on 4th June 2025 from 4:00pm until 5.30pm. Invitations will be
available on the Grant Thornton website shortly. Alternatively, please speak to your
audit Engagement Lead or Engagement Manager.

Delivered by Grant Thornton specialists and drawing on experience from across the
sector, the webinar will cover:

How to prepare for devolution and reorganisation:

* Shared experience from other reorganisations, with a focus on:
+ Setting up new strategic authorities;

* Preparing successful final November 2025 proposals;

*  Programme management;

* Organisational enablement;

* Robust evidence for costs and benefits analysis;
* Setting out your vision; and

* Successful engagement with people and culture.

Lessons learnt from 2023/24 and how to get ready for 2024/25:

* Review of findings from more than 100 Auditor Annual Reports to identify common
findings and what those tell us about areas where more scrutiny is needed;

* Year on year trends across the sector; and
» How to prepare for VFM audit 2024/25.

We look forward to welcoming you.

© 2025 Grant Thornton UK LLP Audit Progress & Sector Updates | 14
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Audit Committee resources

The Audit Committee and organisational effectiveness in local authorities

Risk Management Guidance / The Orange Book (UK Government):

(CIPEAY:

https://www.cipfa.org/services/support-for-audit-committees/local-authority-audit-
committees

LGA Regional Audit Forums for Audit Committee Chairs

These are convened at least three times a year and are supported by the LGA. The
forums provide an opportunity to share good practice, discuss common issues and offer
training on key topics. Forums are organised by a lead authority in each region. Please
email ami.beeton@local.gov.uk LGA Senior Adviser, for more information.

Public Sector Internal Audit Standards
https://www.gov.uk/government/publications/public-sector-internal-audit-standards

Code of Audit Practice for local auditors (NAO):
https://www.nao.org.uk/code-audit-practice/

Governance risk and resilience framework: material for those with a leadership
responsibility on good governance (CfGS):
https://www.cfgs.org.uk/material-for-those-with-a-leadership-responsibility-on-good-

governance/

The Three Lines of Defence Model (IAA)
https://www.theiia.org/globalassets/documents/resources/the-iias-three-lines-model-
an-update-of-the-three-lines-of-defense-july-2020/three-lines-model-updated-

english.pdf

© 2025 Grant Thornton UK LLP

https://www.gov.uk/government/publications/orange-book

CIPFA Guidance and Codes

The following all have a charge, so do make enquiries to determine if
copies are available within your organisation.

Audit Committees: Practical Guidance For Local Authorities And Police

https://www.cipfa.org/policy-and-guidance/publications/a/audit-
committees-practical-quidance-for-local-authorities-and-police-2022-
edition

Delivering Good Governance in Local Government

https://www.cipfa.org/policy-and-guidance/publications/d/delivering-
good-governance-in-local-government-framework-2016-edition

Financial Management Code
https://www.cipfa.org/fmcode
Prudential Code

https://www.cipfa.org/paolicy-and-guidance/publications/t/the-prudential-
code-for-capital-finance-in-local-authorities-2021-edition

Treasury Management Code

https://www.cipfa.org/policy-and-guidance/publications/t/treasury-
management-in-the-public-services-code-of-practice-and-crosssectoral-

guidance-notes-2021-edition
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Accounting Update - IFRS 16

A briefing for audit committees on the implementation of IFRS16
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IFRS 16 - Leases

Lessee accounting up to 31 March 2024

Until April 2024, when the police body gained the use of an asset under a lease agreement, it had to determine whether it was a finance lease
or an operating lease. The distinction was based on which entity had substantially all the risks and rewards of ownership. It was important
because finance leased assets were deemed capital and accounted for on the authority’s balance sheet, whereas operating lease costs were
charged to expenditure over the life of the lease.

Lessee accounting from 1 April 2024

From the adoption of IFRS 16 leases on 1 April 2024, the distinction between operating and finance leases for lessees has been removed. Now
all leases, apart from those that are deemed low value or short term, are accounted for on balance sheet by lessees.

Asset and liability recognised

Under IFRS 16, lessees recognise their right to use an asset and also a liability for the present value of the total amount they expect to pay
over the period of the agreement. Initially, the right of use asset and the liability are usually recognised at the same value, unless there have
been any relevant payments before the start of the lease.

After initial recognition, the right of use asset is valued the same way as owned assets of a similar type and the liability is increased for
interest due or changes in expected payments due to the application of a rate or index such as RPI, and decreased for amounts paid.

Public sector adaptation

In the public sector, the definition of a lease has been extended to include the use of assets for which little or no consideration is paid, often
called “peppercorn” rentals. This is one instance where the right of use asset and associated liability are not initially recognised at the same
value. For peppercorn rentals, the right of use assets are initially recognised at market value and any difference between that and the
present value of expected payments is accounted for as income, similar to the treatment of donated assets.

© 2025 Grant Thornton UK LLP | 17
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IFRS 16 - Leases

Judgements required

Most of the information needed to determine the appropriate figures for the accounts will come from the lease agreement. However,
sometimes judgements may need to made by management. Such judgements may include:

* determining what is deemed to be a low value lease. This is based on the value of the underlying asset when new and is likely to be the
same as the authority’s threshold for capitalising owned assets.

* determining whether an option to terminate or extend the lease will be exercised. This is important as it affects the lease term and
subsequently the calculation of the lease liability based on the expected payments over the lease term

* the valuation of the right of use asset after recognition. An expert valuer may be required to support management in this.

Lessor accounting

IFRS 16 has preserved the distinction between finance and operating lease accounting for lessors. The key things that lessors need to be
aware of are:

* assets leased out for a peppercorn rental should be treated as finance leases if they have, in substance, been donated to the operator

« if the asset is sub-let, the consideration of whether the sub-lease is a finance lease or an operating lease takes account of the value and
duration of the head lease rather than the value and life of the underlying asset

© 2025 Grant Thornton UK LLP | 18
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IFRS 16 - Leases

Questions to consider

Questions for policing bodies to ask themselves include:

* How have you gained assurance on completeness, that you have identified all your leases including those for a peppercorn rent?
* Have you set your threshold for low value leases?

* How have you identified all options to terminate or extend existing leases and assessed the lease term on the basis of the likelihood you
will exercise them?

* Have you reconciled your operating lease commitments as disclosed in your 31 March 2023 accounts under |AS 17 to your lease liability
under IFRS 16 on 1 April 20247

* How have you gained assurance that right of use assets are carried at the appropriate value at the balance sheet date?

* If you are an intermediate lessor, have you reassessed whether the leases out are finance or operating leases with reference to the terms
of the head lease?

* Have you updated your systems to ensure that the budgetary and accounting impact of all leases is identified in a timely and effective
manner.

© 2025 Grant Thornton UK LLP | 19
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