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Audit progress

Purpose of this report
This report provides the Audit and Governance Committee with information about progress in delivering our responsibilities as external auditors for the Council.

Prior to the calling of the general election on 4 July 2024, the Department of Levelling Up, Housing and Communities (‘DLUHC’) had consulted on proposed arrangements which would
implement a 30 September 2024 backstop date for all audits for the 31 March 2023 financial year and earlier, where these are not yet complete. Similar dates were being considered to
bring the backstop date forward each year for the next five years. These considerations are now on hold until the new Government has been able to consider them.

We are committed to the delivery of both high quality and timely audits. In this context, we had planned to complete the 2022/23 audit by the end of June 2024 with the value for money
arrangements work and Auditors Annual Report being issued shortly after, however, as previously stated we require assurance from the 2022/23 North Yorkshire Pensions Fund’s auditors
to complete the audit. As at the time of writing this report, this has not been received.

We will provide a verbal update to the Committee on the latest position for both 2022/23 and 2023/24 during the meeting of the Committee.

Forvis Mazars

We are delighted to introduce you to Forvis Mazars: a new global Top 10 network. Launching on 1 June 2024, Forvis Mazars has been designed for and around our clients. As a network of
just two firms, and operating in over 100 countries, Forvis Mazars has been built with the scale, capacity, and expertise to support our clients’ needs worldwide.

Your key contacts and our ways of working remain unchanged. For now, there will be no change to our contact email addresses.

Further information on Forvis Mazars can be found here: Forvis Mazars Accountants - Audit, Tax and Advisory Services - United Kingdom
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National publications

Chartered Institute of Public Finance and Accountancy (‘CIPFA’)
1 CIPFA Bulletins CIPFA have issued two Bulletins to provide further guidance on the financial reporting requirements.

National Audit Office (‘NAO’)

5 NAO insight: Digital transformation in government: a guide The NAO has published a guide for senior leaders and audit and risk committees on Digital transformation in government. The guide
for senior leaders and audit and risk committees can support those tasked with overseeing large-scale digital change to understand the core issues and pitfalls to avoid.
3 NAO insight: Good practice in annual reporting Transpar_ent, tlmely, ar_ld clear an_nual reporting in the public sector has never been more important. A good annual report is a key
opportunity for bodies in the public sector.
. . . Non-executive directors (‘NEDs’) make an important contribution to the running of government. However, the government must do
4 NAO report: Non-executive appointments . . .
more to ensure the best quality of candidates are recruited.
NAO overview: Department for Levelling Un. Housing & The NAO has published the Departmental Overview: Department for Levelling Up, Housing & Communities (DLUHC) 2022-23. It
5 - 0P e 9 summarises the key information and insights that can be gained from the NAO’s examinations of DLUHC and related bodies in the

iyl AL sector in England and DLUHC’s Annual Report and Accounts.

Department for Levelling Up, Housing and Communities (‘DLUHC?’)

This consultation seeks views on amending the Accounts and Audit Regulations 2015 as part of a package of cross-system measures

g ACelEeRTe S o=t Gl 2L e ) (St il (CemETIE e to clear the backlog and put the system on a sustainable footing. The consultation closed on 7 March 2024.

Consultation on changes to statutory guidance and The duty to make Minimum Revenue Provision (‘MRP’) is an important component of the Prudential Framework. The purpose of this

7 requlations: Minimum Revenue Provision consultation is to seek views on the revised Guidance and final proposed amendments to the Regulations. The consultation ran from
9 ' 21 December 2023 to 16 February 2024.
Other
8 Fmanqal Reportmg Council (‘FRC’) — FRC report on quality Report on the quality of major local audits
of major local audits
9 Forvis Mazars — Preparing for the Procurement Act 2023 The Procurgment Act 2023 is set to transform the procurement procedures for public sector bodies. Our latest article provides an in-
depth overview of the new Procurement Act.
10 Forvis Mazars — Understanding the new ‘Failure to Prevent =~ The UK Government has recently announced a new corporate criminal offence — the ‘failure to prevent fraud' offence — within the

Fraud’ Offence in a Public Sector context Economic Crime and Corporate Transparency Act 2023.
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National publications
CIPFA

1. CIPFA Bulletins

Bulletins issued by CIPFA, with the assistance of CIPFA panels, provide practitioners with topical guidance on specific issues and accounting and reporting developments. CIPFA has
issued the following Bulletin’s in recent months:

CIPFA Bulletin 17 Closure of the 2023/24 Financial Statements

This bulletin covers the closure of accounts for the 2023/24 year and provides further guidance and clarification to complement the 2023/24 Code of Practice on Local Authority Accounting
in the United Kingdom: Guidance Notes for Practitioners (Code Guidance Notes). It addresses, where relevant, frequently asked questions and other issues that have arisen since the
publication of the 2023/24 Code Guidance Notes.

Link: CIPFA Bulletin 17 Closure of the 2023/24 Financial Statements

CIPFEA Bulletin 16 Local audit delays and the publication of the annual governance statement

CIPFA Bulletin 16 Local audit delays and the publication of the annual governance statement is intended to provided clarity to those authorities with at least one set of unaudited financial
statements for prior years, and their external auditors, on the update of the annual governance statement (‘AGS’).

Link: CIPFA Bulletin 16 Local audit delays and the publication of the annual governance statement
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https://www.cipfa.org/policy-and-guidance/cipfa-bulletins/cipfa-bulletin-17-closure-of-the-202324-financial-statements
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2. NAO insight: Digital transformation in government: a guide for senior leaders and audit and risk committees

The NAO has published a guide for senior leaders and audit and risk committees on Digital transformation in government. The guide can support those tasked with overseeing large-scale
digital change to understand the core issues and pitfalls to avoid. The guide identifies seven areas where the more persistent obstacles stand in the way of successful digital transformation
in government and have grouped them into three themes:

» constraints of the existing environment;
* under-estimating the scope of early work; and
* lack of skills and leadership.

Digital transformation in government: a quide for senior leaders and audit and risk committees

3. NAO insight: Good practice in annual reporting

Transparent, timely, and clear annual reporting in the public sector has never been more important.

A good annual report is a key opportunity for bodies in the public sector to:

* weave a compelling narrative that resonates with the public;

+ serve as a tool for accountability by shedding light on how taxpayer’'s money has been spent; and

* equip stakeholders with information to hold organisations to account.

The list is not definitive but should provide ideas on content and format for all bodies in both the public and private sector as they plan their annual reporting for 2023-24.

Good practice in annual reporting

forvss
mazars


https://www.nao.org.uk/insights/digital-transformation-in-government-a-guide-for-senior-leaders-and-audit-and-risk-committees/
https://www.nao.org.uk/insights/good-practice-in-annual-reports/
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4. NAO report: Non-executive appointments

Non-executive directors (‘NEDs’) are crucial to the effective running of government. They are individuals who sit on governing boards of government departments and arm’s-length bodies,
including non-departmental public bodies and government companies, to provide external expertise. They provide strategic leadership, scrutinise performance, promote transparency and
take a long-term perspective.

NEDs make an important contribution to the running of government, providing an independent perspective, expertise, and challenge where needed. However, the government must do
more to ensure the best quality of candidates are recruited. This includes fixing the often long and drawn-out appointments and re-appointments process, which poses risks to the quality
and diversity of boards, as well as to the governance of those organisations when vacancies are not filled.

Non-executive appointments

5. NAO overview: Department for Levelling Up, Housing & Communities 2022-23

The NAO has published the Departmental Overview: Department for Levelling Up, Housing & Communities (DLUHC) 2022-23. It summarises the key information and insights that can be
gained from the NAO’s examinations of DLUHC and related bodies in the sector in England and DLUHC’s Annual Report and Accounts. DLUHC spends around £33 billion each year to

support people, places and communities.

Department for Levelling Up, Housing & Communities 2022-23
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6. Addressing the local audit backlog in England: Consultation

The external auditing of local bodies is vital in supporting democratic accountability and providing assurance for local people and their elected representatives. The consultation sought
views on amending the Accounts and Audit Regulations 2015 as part of a package of cross-system measures to clear the backlog and put the system on a sustainable footing. The draft
statutory instrument covers the core elements of the proposed amendments to the Regulations. The Joint Statement, agreed with system partners, provides vital context and explains the
cross-system proposals and how the various elements are intended to interact.

The consultation ran from 8 February 2024 to 7 March 2024. Documents relating to the consultation are still available for download at the link below, which is also the place where the
outcome to the public feedback will be available.

Addressing the local audit backlog in England: Consultation

7. Consultation on changes to statutory guidance and regulations: Minimum Revenue Provision

The duty to make Minimum Revenue Provision (‘MRP’) is an important component of the Prudential Framework. Where local authorities finance capital expenditure from debt, they must
set aside an amount of money each year to ensure their debt liabilities can be repaid. In practice, the application is more complex, but when it operates effectively it should ensure that local
authorities do not borrow more than they can afford.

The purpose of the consultation was to seek views on the revised Guidance and final proposed amendments to the Regulations. The proposed changes to the Regulations remain
substantively the same as previously consulted on in the June-July 2022 consultation, with some minor changes to reflect responses. The Guidance provides detailed interpretation and
outlines the government’s expectations of how the Regulation requirements should work in practice.

The consultation ran from 21 December 2023 to 16 February 2024 however the link provides information on the key issues that were consulted on.

Consultation on changes to statutory guidance and regulations: Minimum Revenue Provision
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https://www.gov.uk/government/consultations/addressing-the-local-audit-backlog-in-england-consultation
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8. Financial Reporting Council (‘FRC’) - FRC report on quality of major local audits

The FRC has published its report on the quality of major local audits which summarises the FRC’s regulatory approach for financial years up to and including the year ended 31 March
2023 and sets out the findings from the 2022-23 inspections cycle.

The FRC reviews in the 2022-23 inspection cycle comprised six health and four local government audits. The audits inspected had year-ends in March (or in one case May) 2021 (local
government) and March 2022 (health). For local government audits, inspections were selected from those finished in the 2022 calendar year (regardless of the financial year the audit
related to) due to the challenges brought on by the backlog. Therefore, more audits were inspected from the health sector and as a result, the findings in the report are more indicative of
audit quality in the health sector. Across all suppliers, all financial statement audits were assessed as “good” or “limited improvements required”. Areas requiring limited improvements
included:

» audit procedures regarding completeness and accuracy of expenditure; and

» on the audit of one NHS Trust, the inspection concluded that audit procedures were not sufficiently tailored to address the impact of backlog maintenance on property, plant and
equipment valuations.

In terms of value for money ("VfM’) inspections, six related to health and three local government bodies. This is less than the number of financial statement audits inspected because the
auditor’s work on VfM arrangements was not complete on one audit that was inspected. All VM inspections were assessed as good or limited improvements required. Areas requiring
limited improvements included:

* risk assessment procedures not being performed in a timely manner;

* not considering the arrangements in place at the body to manage, monitor and oversee its subsidiaries; and

 the audit team not updating their initial risk assessment or reporting to consider how the body had achieved its outturn financial position.

Examples of good practice have also been included in the report regarding risk assessment, execution of the audit, and audit completion and reporting.

FRC publishes report on the quality of major local audits amid delays in local government
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https://www.frc.org.uk/news-and-events/news/2023/12/frc-publishes-report-on-the-quality-of-major-local-audits-amid-delays-in-local-government/
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9. Forvis Mazars — Preparing for the Procurement Act 2023

The Procurement Act 2023 is set to transform the procurement procedures for public sector bodies in the UK by:

* enhancing transparency in procurement processes, requiring greater disclosure of information about procurement opportunities;

» improving efficiency by introducing new measures such as electronic procurement platforms; and

» promoting fairness to ensure all suppliers have equal access to government contracts.

Our latest article provides an in-depth overview of the new Procurement Act, including when it will be implemented, key provisions and how public sector organisations can prepare.

Preparing for the Procurement Act 2023

10. Forvis Mazars — Understanding the new ‘Failure to Prevent Fraud’ Offence in a Public Sector context
The UK Government has recently announced a new corporate criminal offence — the 'failure to prevent fraud' offence — within the Economic Crime and Corporate Transparency Act 2023.

Fraud is currently the most common crime in the UK, and this new offence is designed to drive a cultural shift, encouraging organisations to improve their prevention procedures and
reduce instances of fraud. It strengthens existing powers to fine and prosecute organisations for fraud committed by their employees and agents, closing loopholes that have allowed
organisations to avoid prosecution in the past.

This new offence holds large organisations, both in the public and private sectors, accountable for fraudulent activities committed by their employees or agents.

'Failure to Prevent Fraud' in the Public Sector
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https://www.mazars.co.uk/industries/public-social-sector/public-and-social-sector-insights/preparing-for-the-procurement-act-2023
https://www.mazars.co.uk/industries/public-social-sector/public-and-social-sector-insights/failure-to-prevent-fraud-in-the-public-sector

Contact

Forvis Mazars

Mark Kirkham
Partner
Mark.Kirkham@mazars.co.uk

Mark Outterside
Director
Mark.Outterside@mazars.co.uk

Forvis Mazars LLP is the UK firm of Forvis Mazars Global, a leading global professional services network. Forvis Mazars LLP is a limited
liability partnership registered in England and Wales with registered number OC308299 and with its registered office at 30 Old Bailey, London,
EC4M 7AU. Registered to carry on audit work in the UK by the Institute of Chartered Accountants in England and Wales. Details about our
audit registration can be viewed at www.auditregister.org.uk under reference number C001139861. VAT number: GB 839 8356 73

© Forvis Mazars 2024. All rights reserved.
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