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1. AUDIT PROGRESS

Purpose of this report

This report provides the Audit and Governance Committee with an update on progress in delivering our responsibilities as your external

auditor.

Audit progress

We have scheduled November meetings with senior members of your Finance team to discuss the audit process for 2019/20. When we
have completed of our initial planning and risk assessment, we will present our Audit Strategy Memorandum to the Audit and Governance

Committee meeting scheduled for February 2020.

Our key audit stages are summarised in the diagram shown below.

* Final review and disclosure checklist of financial
statements

* Final partner review

» Agreeing content of letter of representation

» Reporting to Audit and Governance Committee

» Reviewing post balance sheet events

« Signing our opinion Completion

July 20

Fieldwork
June-July 20

» Review of draft financial statements

* Reassessment of audit strategy,
revising as necessary

 Delivering our planned audit testing

+ Continuous communication on emerging
issues

 Clearance meeting
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 Updating our understanding of TFN

* Initial opinion and value for money risk
assessments

» Development of our audit strategy

» Agreement of timetables
 Preliminary analytical procedures

Planning
Nov 19-Feb 20

» Documenting systems and controls

»  Walkthrough procedures

+ Controls testing, including general and
application IT controls

+ Early substantive testing of transactions




2. NATIONAL PUBLICATIONS

- Publication/update Key points

National Audit Office (NAO)

Consultation process underway for the new Code of Audit Practice 5

New Code of Audit Practice 2020/21 -
that will apply for 2020/21 audits

Consultation
Public Sector Audit Appointments Ltd (PSAA)

Local Government audit opinions Press release relating to the increase in delays in issuing audit
. " 6
issued by 31 July 2019 opinions

Ministry of Housing, Communities & Local Government (MHCLG)

Announcement of a wide ranging review of financial reporting and 7

Review of local authority financial
external audit in the sector

reporting and external audit
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2. NATIONAL PUBLICATIONS — NATIONAL AUDIT OFFICE

1. New Code of Audit Practice 2020/21 — Consultation, September 2019

Schedule 6 of the Act requires that the Code be reviewed, and revisions considered at least every five years. The current Code came into
force on 1 April 2015, and the maximum five-year lifespan of the Code means it now needs to be reviewed and a new Code laid in
Parliament in time for it to come in to force no later than 1 April 2020.

The consultation is taking place in two stages. The first has concluded and the second is currently underway with a deadline for responses
of 22 November 2019. The NAO plans to finalise the Code by the end of 2019, ready to be laid in Parliament early in 2020. The new Code
will apply from audits of local bodies’ 2020/21 financial statements onwards.

The first stage of the consultation showed broad support for maintaining the principles-based nature of the Code, being the wider scope of
public audit, independence and public reporting. However the responses highlighted that this should be supported by more detailed
sector-specific guidance.

The second stage of the consultation is focusing on the text of the draft Code. In particular there are proposed changes to the way
auditors report on arrangements to deliver value for money in the use of resources.

The Local Audit & Accountability Act 2014 places a specific duty on the local auditor to be satisfied whether the body they are auditing has
proper arrangements in place to secure economy, efficiency and effectiveness in its use of resources. In the current Code, this is referred
to as work on arrangements to secure value for money.

Currently, the local auditor reports against a single overall criterion as to whether: “In all significant respects, the audited body had proper
arrangements to ensure it took properly informed decisions and deployed resources to achieve planned and sustainable outcomes for
taxpayers and local people.” This is known as the value for money conclusion and is included in the Auditor Report included in TFN's
financial statements.

The consultation draft Code proposes changes to this reporting, with a more detailed commentary on the value for money arrangements
being included in a new ‘Auditor's Annual Report'.

Should the wish to respond to the consultation, the details are provided in the link below.

https://www.nao.org.uk/code-audit-practice/code-of-audit-practice-consultation/#
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https://www.nao.org.uk/code-audit-practice/code-of-audit-practice-consultation/

2. NATIONAL PUBLICATIONS - PUBLIC SECTOR AUDIT
APPOINTMENTS LTD

2. Local Government audit opinions issued by 31 July 2019, August 2019

PSAA issued a press release after the end of the 2018/19 audit deadline to highlight the increase in the number of audit opinions that were
not available by 31 July 2019. Reporting an increase in the number of opinions not available, the press release highlights the factors that
have driven the increase in delays.

https://www.psaa.co.uk/2019/08/news-release-local-government-audit-opinions-delivered-by-31-july-2019/
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2. NATIONAL PUBLICATIONS — MHCLG

3. Review of local authority financial reporting and external audit, September 2019

The Ministry of Housing, Communities and Local Government announced in September that they had appointed Sir Tony Redmond to
conduct a review of the arrangements in place to support the transparency and quality of local authority financial reporting and external
audit including those introduced by the Local Audit and Accountability Act 2014. The review will not look at broader issues of local
authority finances and sustainability.

The review will examine the existing purpose, scope and quality of statutory audits of local authorities in England and the supporting
regulatory framework to in order to determine:

= Whether the audit and related regulatory framework for local authorities in England is operating in line with the policy intent set out in
the Act and the related impact assessment;

= Whether the reforms have improved the effectiveness of the control and governance framework along with the transparency of financial
information presented by bodies;

= Whether the current statutory framework for local authority financial reporting supports the transparent disclosure of financial
performance and enables users of the accounts to hold local authorities to account; and

= To make recommendations on how far the process, products and framework may need to improve and evolve to meet the needs of
local residents and local taxpayers, and the wider public interest.

As part of the review, MHCLG have issued a “Call for Views” which is linked below, along with the review’s terms of reference.

https://www.gov.uk/government/publications/review-of-local-authority-financial-reporting-and-external-audit-terms-of-reference

https://www.gov.uk/government/consultations/review-of-local-authority-financial-reporting-and-external-audit-call-for-views
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CONTACT

Director: Karen Murray

Phone: 0161 238 9248
Mobile; 07721 234043
Email: karen.murray@mazars.co.uk

Senior Manager: Chris Whittingham

Mobile: 07909 982497
Email: chris.whittingham@mazars.co.uk
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