City of York Council
Audit Progress Report




Contents

01 INtrodUCION.......ccceiccrcrr e ——————————— 2
02 Summary of audit Progress ... ——————————— 3
03 National publications and other updates............c.covrninininn s ———— 5
04 Contact detailS.........c.ccorrerininnir s ——————— 7

Appendix - Changes arising from the Local Audit and Accountability Act 2014 and the
Accounts and Audit Regulations 2015............ccccrrnrininn e ——— 8

Our reports are prepared in the context of the Public Sector Audit Appointment Limited’s ‘Statement of responsibilities of
auditors and audited bodies’. Reports and letters prepared by appointed auditors and addressed to City of York Council, its
Members, Directors or officers are prepared for the sole use of the audited body and we take no responsibility to any Member,
Director or officer in their individual capacity or to any third party.




01 Introduction

The purpose of this report is to update the Audit and Governance Committee of City of York Council (the
Council) on progress in delivering our responsibilities as your external auditors.

We have also highlighted key emerging national issues and developments which may be of interest to
Committee Members.

If you require any additional information, please contact us using the details at the end of this update.




02 Summary of audit progress

Position on the 2014/15 audit

On 26 February 2016, we issued a Public Interest Report on governance issues in relation to remuneration
of Council officers for work as Directors of City of York Trading Ltd. The report is due to be considered by
the Council at its meeting on 24 March 2016. This Audit Progress Report has been prepared prior to the
Council meeting. We will update the Committee on the latest position at its meeting in April.

The additional cost of this work was £27,000 in audit fees and an additional £12,500 reimbursement of our
legal costs, a total of £39,500. It is expected that these fees will be part of Code audit work for 2014/15 but
we are currently awaiting approval of these fees by our regulator, Public Sector Audit Appointments Ltd.

2015/16 planning

We have now completed our audit planning and our Audit Strategy Memorandum is also on the agenda for
this meeting. This document sets out the risks we have identified for both the opinion on the financial
statements and the value for money conclusion, and our overall approach to the audit.

Accounts workshops for officers

In January 2016, Mazars provided a workshop for finance staff on accounting and auditing issues relating
to the closedown and preparation of the 2015/16 statement of accounts. The Council was represented at
this workshop.

First meeting of the North Yorkshire Governance Forum

In February 2016, we also held the first meeting of our North Yorkshire Governance Forum. Members will
recall that we established the forum for officers and Members, particularly Chairs and Vice Chairs of Audit
Committees, with the aims of:

e promoting good practice in governance;

e facilitating dialogue, debate and sharing of ideas among those providing governance oversight; and

e horizon-scanning to ensure that the forum is briefed on the latest developments and key topical
issues.

Most local authorities and related bodies in North Yorkshire were represented at the forum, including City
of York Council.




The topics discussed at the first meeting included:

e Audit Committee effectiveness;
e devolution; and
e futureissues

There was a consensus among those attending that the forum was a welcome development, and a second
meeting has been arranged for 8 July 2016. It is proposed that the forum will meet twice each year.

Changes impacting on the public inspection of the accounts

The Accounts and Audit Regulations (2015) have made changes to, amongst other things:
e the roles and responsibilities associated with informing electors of their rights; and

e the publication of draft and audited statements of account and information that accompanies those
statements.

It is now the Responsible Financial Officer’s responsibility to publish a statement that includes details of
the period for the exercise of public rights. It is also now the Responsible Financial Officer’s responsibility
to inform the auditor of the date on which that period commences; previously the auditor was responsible
for ‘calling the audit’ and appointing a specific date on which electors could ask questions relating to the
audit.

The period for the exercise of public rights must be a single period of 30 working days. Electors can only

exercise their rights of inspection and objection, as set out in the Local Audit and Accountability Act 2014,
during this period. The period must include the first 10 working days of July for this year’s audit and, as a
result, the earliest date that the audit of a local authority can be completed for 2015/16 is 15th July 2016.

The Regulations also set out the revised timetable for the preparation and audit of the Council’s financial
statements from 2017/18 that we have mentioned in previous audit progress reports / audit committee
meetings. We continue to work closely with the Council’s finance team to ensure that we both meet the
revised timetable.

Further details on the requirements are set out in the Appendix to this report.




03 National publications and other
updates

This section contains updates on the following:
1. Supporting the transition, Public Sector Audit Appointments Ltd, February 2016

2. Results of auditor’s work 2014/2015: local government bodies, Public Sector Audit Appointments
Ltd, December 2015

3. Cipfa: Guide to auditor panels, December 2015

1. Supporting the transition, Public Sector Audit Appointments Ltd, February 2016

Public Sector Audit Appointments Ltd (PSAA) has published its Corporate Plan for the period to 2018. The
Plan sets out how the company will discharge the functions delegated to it by the Secretary of State for
Communities and Local Government which include managing audit contracts originally let by the Audit
Commission and supporting a smooth transition to the new audit regime introduced by the Local Audit and
Accountability Act 2014.

PSAA’s work programme involves two parallel strands: ensuring that the existing audit contracts continue
to deliver good quality and positive value for audited bodies and effective assurance to the public; and,
providing as much support as possible to assist local bodies to prepare for, and be ready to meet, their new
responsibilities as the legislation is fully implemented.

The plan was informed by the fact that the timetable for the expiry of the existing audit contracts is now
clear. For NHS bodies and smaller local authorities (mainly parishes and internal drainage boards) existing
arrangements will cover the audits up to and including 2016/17. For these bodies the new regime will
therefore apply to the audits of the financial year 2017/18 and onwards. For principal local authorities and
criminal justice bodies the existing arrangements are expected to run for a further year covering the audits
up to and including 2017/18. For these bodies the new regime will apply to 2018/19 audits and beyond.

As part of its role in supporting local bodies to prepare for their responsibilities under the new regime,
PSAA has set up on its website a dedicated Supporting the transition area containing resources to assist
local public bodies in making the transition to the new arrangements.

http://www.psaa.co.uk/supporting-the-transition/

A further important aspect of PSAA's work in relation to the new regime will involve working with the Local
Government Association and the Improvement and Development Agency to explore the feasibility of PSAA
seeking to become a ‘sector-led body’ with the ability to enter into contracts and appoint auditors to local

bodies in the new regime. Further information will be provided on PSAA’s website as this work progresses.
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http://www.psaa.co.uk/supporting-the-transition/

2. Results of auditor’s work 2014/2015: local government bodies, Public Sector Audit
Appointments Ltd, December 2015

This is the first report for local government bodies published by Public Sector Audit appointments Ltd
(PSAA), and it summarises the results of auditors’ work at 509 principal bodies and 9,755 small bodies for
2014/2015. The report covers the timeliness and quality of financial reporting, auditors’ local value for
money work, and the extent to which auditors utilised their statutory reporting powers.

The timeliness and quality of financial reporting for 2014/2015 remained broadly consistent with the
previous year for both principal and small bodies. Against a background of financial challenges, the sector
is clearly working hard to achieve appropriate standards in its stewardship of resources.

Auditors at 97 per cent of principal bodies were able to issue the opinion on the 2014/2015 accounts by 30
September 2015, with 23 bodies receiving an unqualified audit opinion by 31 July 2015. For the second
year in a row there have been no qualified opinions issued to date to principal bodies (at the time of this
report being written). The number of qualified conclusions on value for money arrangements remained
consistent with the previous year at 4 per cent.

For small bodies, auditors were able to issue their opinion on the annual return by 30 September 2015 at

99 per cent of parish councils and internal drainage boards. This is consistent with the previous year.

http://www.psaa.co.uk/appointing-auditors/terms-of-appointment/reports-on-the-results-of-auditors-

work/

3. Cipfa: Guide to auditor panels, December 2015

This publication is aimed at those within local authorities who will have a role to play in deciding how and
who to appoint as their organisation’s local auditors.

It has been commissioned by DCLG, and a working group including DCLG, NAO, Public Sector Audit
Appointments Limited (PSAA) and other stakeholders have ensured that the guidance is relevant and

specific to authorities.

http://www.cipfa.org/policy-and-guidance/publications/g/guide-to-auditor-panels-pdf



http://www.psaa.co.uk/appointing-auditors/terms-of-appointment/reports-on-the-results-of-auditors-work/
http://www.psaa.co.uk/appointing-auditors/terms-of-appointment/reports-on-the-results-of-auditors-work/
http://www.cipfa.org/policy-and-guidance/publications/g/guide-to-auditor-panels-pdf

04 contact details

Please let us know if you would like further information on any items in this report.

www.mazars.co.uk

Gareth Davies
Partner
0191 383 6300

gareth.davies@mazars.co.uk

Gavin Barker
Senior Manager
0191 383 6300

gavin.barker@mazars.co.uk

Address: Rivergreen Centre,
Aykley Heads,
Durham,
DH1 5TS.
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Appendix

Changes arising from the Local
Audit and Accountability Act 2014
and the Accounts and Audit
Regulations 2015




Changes to legislation which sets the framework for the work we undertake on local authority

statement of accounts will lead to changes in the audit process and timetable.

The relevant legislation can be found here:

The Local Audit and Accountability Act 2014:

http://www.legislation.gov.uk/ukpga/2014/2/contents/enacted

Accounts and Audit Regulations 2015:

http://www.legislation.gov.uk/uksi/2015/234/pdfs/uksi 20150234 en.pdf

Arrangements for the publication and audit of the statement of accounts

The changes to legislation do not change the publication and audit process to a great degree,

however there are differences that we, and our clients need to be aware of. These, and the timings

involved, are set out in the table below:

Action Regulation | Timing (15/16 | Timing (17/18
and 16/17) onwards)
1 | RFO signs and dates the statements and 9(1)(a) Prior to Prior to
confirms that they present a true and fair view publication of | publication of
draft draft
statements statements
(see below) (see below)
2 | RFO must publish (including publication on the 15(2) By 30th June* By 31st May™
authority’s website): by virtue of by virtue of
e The statement of accounts and an the fact that the fact that
accompanying declaration that they are the period for | the period for
unaudited and subject to change the exercise of | the exercise of
e The AGS (whether approved or not) public rights (3 | public rights (3
e The Narrative Statement below) must below) must
e A statement that sets out include the include the
o The period for the exercise of public first 10 first 10
rights working days working days
o Details of the manner in which notice of July as per | of June as per
of the intention to documents should 15(1)(a) as 15(1)(a).
be given adjusted by
o The name and address of the auditor 21(b).
o The provisions of section 26 and 27 of
the LAAA 2014
3 | RFO must commence the period for the 9(1)(b) The day The day
exercise of public rights and notify the auditor And following the following the
of the date on which the period commences. 9(1)(c) date on which | date on which
The period must be a single period of 30 the RFO has the RFO has
working days as per regulation 14(1) and must met the met the
include the first 10 working days of July (for responsibilities | responsibilities
2015/16 and 2016/17) as explained above. in (2) above. in (2) above.
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4 | Following conclusion of the period for exercise 9(2) and By 30" By 31% July

of public rights the accounts must be: (3) September

1. considered by members (committee or
meeting as a whole)

2. re-confirmed by the RFO on behalf of the
authority that the statement of accounts
presents a true and fair view before the
accounts are approved

3. approved by the same committee or
meeting

4. signed — this must be by the person who
presides over the meeting where the
accounts were considered and approved.

5 | The approved and audited accounts, approved 10(1) By 30" By 31% July
AGS, and Narrative Statement, must be September
published (including on the authority’s wehsite)

6 | An authority must publish (including on the 16 (1)and By 30" By 31% July
authority’s website) that the audit has been (2) September

concluded and that the statement of accounts
has been published.
* The exact date will depend on when the first working day falls in July (for 2015/16 and 2016/17)

and in June (for 2017/18 onwards).

Further information on public rights under the LA&A Act

Period for exercise of rights

The period for questions to the auditor is how restricted to the 30 days of the inspection period,
there is no appointed date for questions to the auditor. As noted above, the period must include
the first 10 working days of July in for the audit years 2015/16 and 2016/17 under the transitory

arrangements.

Calling the audit is nho longer the responsibility of the auditor; it has been superseded by the
notification of the period for public rights by the RFO (point 3 in the table above).

There is no longer a set date for questions to the auditor, but a local elector must be given the
opportunity to question the auditor about the accounting records if they request it (section 26(2) of
the LA&A Act). Rights of objection also remain (section 27 of the LA&A Act). All objections to the
auditor must be made in writing and be copied to the authority. Regulation 14(1) makes it clear that
the rights conveyed by sections 26 and 27 of the Act may only be exercised within the single 30 day

period.
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