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Developments in 2020/21
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This year has very limited accounting standard changes – new accounting issues and 
auditing changes are more significant

Overview of accounting standard changes

2020/212018/19 2019/20 2021/22

IFRS 9 implemented

IFRS 15 implemented

No significant changes IFRS 16 implementation

2022/23

No significant changes No significant changes

IFRS 16 effective 
date in private 
sector

IFRS 16 planned 
public sector 
implementation

IFRS 16 deferred 
for a further year

IFRS 16 initial 
deferral 

Reminder:
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New standards effective for 2020/21

There are very limited changes to accounting standards in the current period

Title Subject Effective date (IASB dates) 

Newly mandatorily effective in the current period
IFRS 3 Business Combinations Amendments to clarify the definition of 

a business
Business combinations in periods 

commencing on or after 1 January 2020
IFRS 7 Financial Instrument 
Disclosures, IFRS 9 Financial 
Instruments, and IAS 39 Financial 
Instruments: Recognition and 
Measurement

Amendments regarding pre-
replacement issues in the context of 
IBOR reform

1 January 2020

IAS 1 Presentation of Financial 
Statements / IAS 8 Accounting 
Policies, Changes in Accounting 
Estimates, and Errors

Amendments to the definition of 
material

1 January 2020

IAS 41 Agriculture Amendments resulting from Annual 
Improvements to IFRS Standards 
2018–2020 (taxation in fair value 
measurements)

1 January 2020

© Deloitte LLP 2021. All rights reserved.
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These issues need careful consideration ahead of year-end and may require accounting 
papers or discussion with auditors

New accounting and reporting issues for 2020/21

Covid specific income 
and expenditure

Income/cost 
recognition in the 

second half of the year

Provider income 
analysis

Changes to PDC 
dividend calculation

Donations – donated 
goods and services

Donations – increased 
materiality of charities

Impact on judgements 
and estimates 
(provisions, 

valuations, etc)

Annual leave accruals
Inventory levels, 
including centrally 
provided stocks

Partially completed 
patient spells

Provisions for Clinician 
Pension Tax Scheme

New assets 
(Nightingales, 

Lighthouse Labs, other 
capital programme

changes)

© Deloitte LLP 2021. All rights reserved.
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Implications for audits

Auditors may ask for information ahead of interim / year-end on some of these issues. 
Some of this information may not yet be available.

© Deloitte LLP 2021. All rights reserved.

Income recognition in the second 
half of the year

Accounting paper setting out:

• What has been agreed with the Trust’s 
commissioners for the second half of the 
year

• The Trust’s assessment of this against IFRS 
15 and any areas where 
judgement/complexity will apply.

• How partially completed patient spells will be 
treated

• How any other areas of judgement on 
income recognition/deferral will be treated.

• How the trust will be making any required 
estimates around e.g. elective incentives and 
accounting for them

• The process and controls that will be applied 
around the year-end accounting process

• Processes and controls around any bad debt 
and/or income provisions at year-end

Income for the first half of the year

Working paper summarising:

• The income recognised in the first half of the 
year under each of the strands of the 
payment structure (Commissioner block 
contacts, co-ordinating commissioner 
payment for NCA, national retrospective top 
up, any additional elements)

• How that income has been recognised over 
the year (i.e. amounts recognised in months 
1-6 and any adjustments made in 
subsequent months) – which will then need 
to tie into the ledgers

• Summary of any items to be agreed still 
(and so which may move to year-end).

Plus a copy of supporting evidence for the 
values agreed/received for each

Stock

Discussion of:

• What is the current and expected year-end 
level of “normal” stocks held by the Trust

• What sorts of volumes of centrally provided 
supplies (not purchased by the Trust) are 
you typically holding?

• How does the Trust propose to account for 
the stock (e.g. how does it fit within your 
existing inventory accounting policy)

Where stock is expected to be material:

• Confirmation on plans for year-end stock 
takes

• Discussion of the practical arrangements and 
whether physical or remote counts are 
possible at relevant stock holding locations
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Implications for audits

Auditors may ask for information ahead of interim / year-end on some of these issues. 
Some of this information may not yet be available.

© Deloitte LLP 2021. All rights reserved.

Nightingales

Accounting paper setting out the proposed 
accounting treatment, including:

• The lease for the space

• Equipment

• Fit out spend

• Operating costs

• Income

• Accounts presentation and disclosure 
(including whether this will be a segment)

Capital programme

Summary of the Trust’s current capital 
programme for the year and expectation of 
where spend on projects will be by year-end.

Other new facilities or 
arrangements

Where relevant, a paper covering:

• Explanation of the arrangement

• Capital funding and how this is proposed to 
be accounted for (including IFRS 15 analysis 
where relevant)

• Income from activities and how this will be 
accounted for (including IFRS 15 analysis)

• Copies of supporting contracts/agreements 
(with reference to relevant sections)
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Use of the reporting concessions varied in 2019/20

Narrative reporting issues for 2020/21

Narrative reporting 
concessions (FAQ 4)

No Quality Report 
assurance requirement, 

and not required to 
include in the Annual 

Report

New: Summary of how 
quality of service 

delivery to different 
groups has been 

promoted

New: Staff report 
disclosure on diversity 

and inclusion

Explaining variances 
from comparatives

Guidance on 
discussion of risk in 

the performance 
report and 

accountability report

© Deloitte LLP 2021. All rights reserved.

Off-payroll disclosures
Going concern and 

financial sustainability
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UK GAAP developments

Interest rate 
benchmark reform 

Phase 1

Multi-employer defined 
benefit plans

COVID-19 related rent 
concessions

Applicable for periods commencing on or after 1 

January 2020

© Deloitte LLP 2021. All rights reserved.

Future of IFRS Standards in the 
UK

• For periods commencing on or after 1 
January 2021, IFRS reporters must use UK-
adopted IFRS Standards

• For 31 December 2020 year ends, IFRS 
reporters must continue with EU-adopted 
IFRS Standards

• Option to adopt UK-endorsed IFRS early for 
year-ends spanning 31 December 2020
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The 2020 Code of Audit Practice and audit work on Value for Money arrangements

The commentary will explain work undertaken in the year, highlight any significant weaknesses in 
arrangements, and include recommendations for improvement where significant weaknesses are found

Significant weaknesses can be identified and reported at any point in the year – this doesn’t need to wait 
for year-end reporting

The commentary will cover three reporting criteria:
Financial sustainability – how the body plans and manages its resources to ensure it can continue to 
deliver its services
Governance – how the body ensures that it makes informed decisions and properly manages its risks
Improving economy, efficiency and effectiveness – how the body uses information about its costs 
and performance to improve the way it manages and delivers its services

The audit opinion no longer has a “binary” conclusion on VfM arrangements – instead, the auditor will issue 
a separate VfM commentary on arrangements in a “Auditor’s Annual Report” separate to the audit opinion

The new Code significantly changes the scope and focus of VfM work and reporting

Practical implementation issues are still being worked through by the firms with the NAO
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Changes to the ISAs (UK) and Practice Note 10

There are a number of wider auditing standard changes this year

FRC have made a number of amendments to the ISAs (UK) for periods commencing on 
or after 15 December 2019

Some of the requirements are relatively minor, such as removing references to EU 
Regulations and Directives

There are also significant changes to ISA (UK) 570 Going Concern, though will impact 
corporates more than the public sector

The most significant changes for public sector audits are revisions to ISA (UK) 540 on 
auditing accounting estimates (and related amendments)

Practice Note 10, “Audit of Financial Statements of Public Sector Bodies”, has been 
updated this year, with the main changes being around going concern

© Deloitte LLP 2021. All rights reserved.

The audit report will change both for ISA changes and for the Code of Audit Practice 
changes to Value for Money work
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ISA 540: Accounting estimates

The ISA changes are likely to increase the scope of work around accounting estimates, 
including over controls, particularly for more complex estimates

• Enhanced risk assessment procedures 

• Introduces the concept of inherent risk factors for accounting estimates

• Introduces a separate assessment of inherent risk and control risk for accounting estimates

• Emphasises the importance of the auditor’s decisions about controls – this is likely to increase the focus 
on controls over accounting estimates, which are typically

• Enhances a new “stand back” requirement, by adding an evaluation of overall evidence and whether 
contradictory evidence

• Enhanced disclosure requirements about whether disclosures are “reasonable” – expect more challenge 
on disclosures

• Includes new requirements when communicating with those charged with governance 

• Introduces objectives-based work effort requirements, increasing the scope of work required

• Enhanced documentation requirements

© Deloitte LLP 2021. All rights reserved.
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ISA 570: Going concern

New, stronger standard increases the scope of work, subject to Practice Note 10 
guidance on application in the public sector

Issued in response to recent enforcement cases and well-publicised corporate failures

Increases the work auditors are required to do when assessing whether an entity is a going 
concern, including more risk assessment procedures, and increased consideration of 
management’s going concern assessment (and, for listed companies, on the viability 
statement).

Includes a stand back requirement to consider the overall audit evidence

© Deloitte LLP 2021. All rights reserved.

Management is required to perform a going concern assessment for all audits – not just those 
where events or conditions are identified that could indicate a material uncertainty

Practice Note 10 (revised) reduces work where the “continued provision of service” approach 
applies – key to understand how your auditor considers this applies in your circumstances, and 
whether financial sustainability disclosures remain relevant 
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ISA 700: Forming an Opinion and Reporting on Financial Statements

New requirements on reporting on irregularities increase the focus on fraud and non-
compliance with laws and regulations

ISA (UK) 700 has a new requirement that applies to all entities:

The auditor's report shall explain to what extent the 
audit was considered capable of detecting irregularities, 
including fraud.

This is expected to be tailored reporting in the audit report for 
the individual audited body, and may affect the work done and 
documentation and review requirements

© Deloitte LLP 2021. All rights reserved.
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An auditor’s perspective
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Remote financial reporting and auditing

© Deloitte LLP 2021. All rights reserved.

Covid has made financial reporting harder

“Remote working” isn’t just about the audit

There are new issues, and issues can be harder and 
more time-consuming to resolve

Project management is key

Agree a clear, realistic plan with milestones and 
checkpoints

Think about the whole process, not just finance / audit, 
including external evidence / assurances

Good communication 

There needs to be a clear communication plan from the 
start, with regular check-ins and openness on issues

Getting the right individuals looking at issues together can 
solve them faster

Agree technologies and ways of working

Check technologies work across teams

Agree and follow clear protocols on requests, 
responses and tracking

Remote financial reporting and auditing is a genuine  
challenge, but we’ve met it together once already
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What are our regulators focussed on?

Three key documents:

−Annual Review of Corporate Reporting 
2019/2020

− Thematic Review: Financial reporting effects 
of COVID-19

−Open Letter to Audit Committee Chairs and 
Finance Directors

https://www.frc.org.uk/

© Deloitte LLP 2021. All rights reserved.

https://www.frc.org.uk/
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FRC - Corporate reporting review

‘Top 10’ areas for FRC challenges & other hot topics

Judgements and Estimates

Impairment of Assets

Revenue

Financial Instruments

Alternative Performance Measures

Strategic Report Statement of Cash Flows

Provisions and 

Contingencies
Fair Value Measurement Business Combinations

S172 statement 
& workforce 
engagement

Climate change Brexit
COVID-19 and 

its impact
Tenure of 

Company chair

IFRS 15, 16, 
cash flow & 

liquidity

Annual review 

– Oct 2020

Open letter to CFOs and AC Chairs – November 2020

COVID-19 – Financial reporting effects – July 2020

© Deloitte LLP 2021. All rights reserved.
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An auditor’s perspective

Providers - Revenue recognition

CCGs – co-commissioning of primary care

Management override of controls 

Asset valuations and accounting

Value for Money (and going concern?)

While each audit is different, there are a number of common 
risks across the sector

DHSC 
consolidated risk:

Irregularity due to 
Fraud within the 
health and social 
care system

Area of focus:

New accounting 
issues around 
Covid
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Management override of controls

Journals

Accounting estimates

One-off or unusual transactions

© Deloitte LLP 2021. All rights reserved.

Auditing standards require us to focus on areas where greater risk of override of 
controls
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Asset accounting

Auditors remain focussed on asset accounting, particularly for property assets

© Deloitte LLP 2021. All rights reserved.

Changes to valuation approach

VAT recoverability

Alternative site assumptions

Capitalisation decisions

Useful economic lives

Identification of surplus assets



23

Other things on our minds…

© Deloitte LLP 2021. All rights reserved.

Irregularity 
and laws and 
regulations

Agreement 
of balances

Timeliness  
and quality of 
annual report 
drafts

Remuneration 
report

CCGs – Co-
commissioning 
budgets for 
primary care

“Telling the 
story”
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Future accounting and auditing 
developments
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New standards effective for future periods

Other than IFRS 16, there are limited changes in issue for future periods

Title Subject Effective date (IASB dates) 

IFRS 7 Financial Instrument 
Disclosures, IFRS 9 Financial 
Instruments, IAS 39 Financial 
Instruments: Recognition and 
Measurement, IFRS 4 Insurance 
Contracts, and IFRS 16 Leases

Amendments regarding replacement issues in 
context of the IBOR reform

1 January 2021

IFRS 16 Leases Implementation in the NHS NHS: 1 April 2022

IFRS 16 Leases Initial implementation
Exemption for lessees from assessing whether a 
COVID-19 related rent concession is a lease 
modification

1 June 2020
(1 April 2022 for the NHS)

Annual Improvements Cycle 2018-20 Various minor changes 1 January 2022

IAS 16 Property, Plant and Equipment Amendments prohibiting deducting from the cost 
of property, plant and equipment amounts 
received from selling items produced while 
preparing the asset for its intended use

1 January 2022

IAS 37 Provisions, Contingent 
Liabilities and Contingent Assets

Amendments regarding the costs to include when 
assessing whether a contract is onerous

1 January 2022

IAS 1 Presentation of Financial 
Statements

Amendments regarding classification of liabilities 1 January 2023

IFRS 17 Insurance Contracts Implementation and amendments 1 January 2023
© Deloitte LLP 2021. All rights reserved.
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Reforming the Financial Reporting Council and the UK audit market

There have been a series of reviews into financial reporting and audit

Kingman
Independent 
Review of the 

Financial 
Reporting 
Council

CMA
Statutory 

audit services 
market study

Brydon
Review into 

UK audit 
standards

Redmond
Local 

authority 
financial 

reporting and 
external audit

© Deloitte LLP 2021. All rights reserved.

Although focussed on other sectors, they will impact the whole of the audit market.
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Useful links
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2020/21 : useful links

• HM Treasury FReM - https://www.gov.uk/government/collections/government-financial-reporting-manual-frem

• DHSC Group Accounting Manual - https://www.gov.uk/government/publications/dhsc-group-accounting-manual-2020-to-2021

• FT Annual Reporting Manual - https://improvement.nhs.uk/resources/nhs-foundation-trust-annual-reporting-manual/

• NHS Improvement Financial accounting and reporting updates - https://www.england.nhs.uk/financial-accounting-and-
reporting/financial-reporting/

• NAO Code of Audit Practice - https://www.nao.org.uk/code-audit-practice/about-code/

• Code of Audit Practice for 2020/21 - https://www.nao.org.uk/code-audit-practice/code-of-audit-practice-consultation/

• Charities SORP http://www.charitysorp.org/

• IFRS guidance - https://www.iasplus.com/

• Effective dates - https://www.iasplus.com/en/standards/effective-dates/effective-ifrs

• IFRS 16 resources - https://www.iasplus.com/en-gb/collections/ifrs-16-resources-1

• IFRS 16 guide - https://www.iasplus.com/en-gb/publications/global/guides/ifrs-16

• NHSI and DHSC IFRS 16 guidance - https://www.england.nhs.uk/financial-accounting-and-reporting/ifrs-16/

• HMT IFRS 16 Application guidance -
https://assets.publishing.service.gov.uk/government/uploads/system/uploads/attachment_data/file/956108/IFRS_16_Application_Guida
nce_December_2020.pdf

• E-learning modules 

• https://www.iasplus.com/en-gb/publications/e-learning/ifrs-16-basic

• https://www.iasplus.com/en-gb/publications/e-learning/ifrs-16-advanced

• IFRS 9 resources - https://www.iasplus.com/en-gb/collections/ifrs-9-resources-1

• IFRS 15 resources - https://www.iasplus.com/en-gb/collections/revenue

• Climate change - Deloitte and the ICAEW have a launched a site to support considering what climate change means for 
finance professionals - www.deloitte.co.uk/climatechange

© Deloitte LLP 2021. All rights reserved.
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Appendix:
Climate change and financial reporting
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What does climate change mean for organisations?

© Deloitte LLP 2021. All rights reserved.

Areas of increasing investor focus for PLCs 

Business 
model

Sensitivities 
and 

explanations
Asset value

Impact on audit considerations

Auditor challenge Evidential trail
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FRC thematic review: climate

Expectations in narrative reporting

Clearly describe environmental policies, rather than simply naming or listing them

Provide transparent explanations

Given a balanced description of how climate policies and targets have been 
incorporated into business plans and their expected business impact

Ensure impacts within the company’s supply chain are addressed in disclosures

Consider explaining rationale where management considers that climate does not give 
rise to any significant risk

© Deloitte LLP 2021. All rights reserved.
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FRC thematic review: climate

Expectations in financial statement reporting

Ensure material climate change risks discussed in narrative reporting have been appropriately considered in the 
financial statements. 

Reflect on information about climate change which is material to users. 

Ensure disclosures of impairment assumptions and sensitivities meet the requirements of IAS 36.

Where investors may reasonably expect climate change to have a significant impact, ensure this is 
addressed in description of management’s approach to determining any key assumptions. 

Include sensitivity analysis under IAS 1.125.

Provide required segmental and disaggregated revenue disclosure.

Consider explaining how climate change has been taken into account where investors may reasonably expect a 
significant impact on the expected life or fair value of an asset or liability.

© Deloitte LLP 2021. All rights reserved.
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