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Audit progress

Purpose of this report

This report provides the Audit and Finance Committee with an update on progress in delivering our responsibilities as your external auditors. It also includes, at Section 3, a summary of recent national reports and
publications for your information.

The scope of our engagement is set out in the Statement of Responsibilities of Auditors and Audited Bodies, issued by Public Sector Audit Appointments Ltd (PSAA) available from the PSAA website:
www.psaa.co.uk/managing-audit-quality/statement-of-responsibilities-of-auditors-and-audited-bodies. Our responsibilities are principally derived from the Local Audit and Accountability Act 2014 (the 2014 Act) and the Code
of Audit Practice issued by the National Audit Office (NAO).

Update on the 2023/24 Financial Statements Audit
Our audit of the 2023/24 financial statements audit is due to start in November 2024. We are working towards completing most of our work ahead of the February 2025 deadline.
The following section of this report provides an update on the Audit timelines on the 2023/24 financial statements. We will provide further reports to future Audit and Standards Committee meetings.

At this stage we anticipate our audit risks to be similar to those reported in the previous year (management override of controls, property valuations and pension asset/liability valuations).
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Audit Timeline

Planning and Risk Assessment October - November 2024

Planning visit and developing our understanding of the Authority
Initial opinion and value for money risk assessments
Considering proposed accounting treatments and accounting
policies

Developing the audit strategy and planning the audit work to be
performed

Agreeing timetable and deadlines

Risk assessment analytical procedures

Determination of materiality

Completion February 2025*

» Final review and disclosure checklist of financial statements
* Final Director review

» Agreeing content of letter of representation

* Reporting to the Audit and Finance Committee

* Reviewing subsequent events

+ Signing the independent auditor’s report

* Subject to receipt of Pension Fund auditor assurance

Fieldwork November —February 2025

Receiving and reviewing draft financial statements

Delivering our audit strategy starting with significant risks and
high risk areas including detailed testing of transactions,
account balances and disclosures

Communicating progress and issues
Clearance meeting

forvss
mazars



National Publications



National Publications

- Publication/update Key points

1 Measures to tackle backlog in local audit Reforms announced to clear the significant backlog in the auditing of local bodies’ accounts in England

National Audit Office

5 Overcoming challenges to managing risks in The NAO has published a guide Overcoming challenges to managing risks in government aimed at senior leaders and
government, December 2023 risk practitioners across government.

3 NAO report: Use of artificial intelligence in The NAO has published a report considering how effectively the government has set itself up to maximise the
government, March 2024 opportunities and mitigate the risks of Artificial Intelligence (Al) in providing public services.

Department for Levelling Up Homes and Communities (DLUHC)

Capital finance: guidance on minimum revenue Statutory guidance on the Minimum Revenue Provision.

. provision, April 2024

CIPFA

5 Code of Practice on Local Authority Accounting in the Code of Practice for 2024/25 financial statements.
UK 2024/25, May 2024

6 IFRS16 Leases: A Guide for Local Authority Guidance for Local Authorities in implementing IFRS16, lease accounting.
Practitioners 2023 Edition, May 2023

Other

. FRC report on the quality of major local audits, Annual report from FRC inspections of local audits.

December 2023
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National Publications

1. Measures to tackle worsening backlog in local audit

In August 2024, following consultation in April, the Government published its proposals to address the significant backlog in local government annual accounts audits. These measures include both legislative changes to
the Accounts and Audit Regulations 2015 and the introduction of several statutory deadlines (‘backstop dates’) aimed at helping to clear the backlog of local government annual accounts audits.

Local government entities are required to publish their audited annual accounts by each backstop date, which are:
» Financial years up-to-and-including 2022/23: 13 December 2024 (changed from proposed 30 September 2024).
» Financial year 2023/24: 28 February 2025 (previously 31 May 2025).

» Financial year 2024/25: 27 February 2026 (previously 31 March 2026).

* Financial year 2025/26: 31 January 2027.

* Financial year 2026/27: 30 November 2027.

* Financial year 2027/28: 30 November 2028.

Where the backstop dates now mean the auditor cannot complete all necessary audit procedures to obtain sufficient appropriate audit evidence to support the audit opinion a modified opinion may be necessary — usually
referred to as a disclaimed opinion or a qualified opinion.

Auditors will still be required to discharge their value for money (VFM) responsibilities, which requires VFM work to be completed by the date of the audit opinion.

On 9 September, the Government laid before Parliament the Accounts and Audit (Amendment) Regulations 2024 as required to enact the proposals previously announced. At the same time, the Comptroller and Auditor
General (C&AG) of the National Audit Office (NAO) laid before Parliament a draft revised Code of Audit Practice (the Code) On 10 September, the NAO, on behalf of the C&AG, also published Local Audit Reset and
Recovery Implementation Guidance notes (LARRIGs) 1-5 to support auditors in meeting the requirements of the Local Audit and Accountability Act 2014 (the Act). The LARRIGs are prepared and published with the
endorsement of the Financial Reporting Council (FRC) and are intended to support the reset and recovery of local audit in England.

The initial focus of this guidance is on supporting the reset for incomplete audits up to and including the 2022/23 financial year and the implementation of the backstop dates for the publication of audited accounts. The
NAO will issue further guidance to support the recovery phase in due course. Whilst the guidance is primarily aimed at supporting auditors, it makes clear the requirements on local authorities to prepare good quality
accounts, clear and comprehensive working papers and supported by knowledgeable finance teams.

As noted in the previous section we are currently auditing the Authority’s 2023/24 accounts and are working to complete our audit before 28 February 2025.

https://www.gov.uk/government/news/significant-measures-to-tackle-worsening-backlog-in-local-audit#:~:text=The%20proposed%20backstop%20dates%20are,2024 %2F 25%3A%2027 %20F ebruary%202026
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National Publications

2. NAO Insight: Overcoming challenges to managing risks in government, December 2023
The NAO has published a guide Overcoming challenges to managing risks in government aimed at senior leaders and risk practitioners across government.
The guide outlines 10 approaches to overcome these challenges and each approach is supported by an outline of why this is a priority for government; case studies and quotes; and practical tips.

The guide has been drawn from insights from NAQO'’s reports and insight teams, as well as the thoughts of a range of leaders and practitioners from NAO audited bodies and external organisations across industry and
academia.

https://www.nao.org.uk/insights/overcoming-challenges-to-managing-risks-in-government/

3. NAO report: Use of artificial intelligence in government

The NAO has published a report considering how effectively the government has set itself up to maximise the opportunities and mitigate the risks of Artificial Intelligence (Al) in providing public services. The primary focus
for this report is the role of the Cabinet Office and DSIT in supporting the adoption of Al in the public sector. Specifically, the report looks at:

» the government’s strategy and governance for Al use in public services (Part One).
* how government bodies are using Al and how government understands the opportunities (Part Two).
» central government’s plans for supporting the testing, piloting and scaling of Al; and progress in addressing barriers to Al adoption (Part Three).

https://www.nao.orqg.uk/reports/use-of-artificial-intelligence-in-government/
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National Publications

4. Capital finance: guidance on minimum revenue provision, April 2024

Following its consultation, DLUHC has published its response to the consultation, and a revised, 5t edition of its guidance for local authorities on determining a prudent level of minimum revenue provision when
investing in their capital assets. This 5t edition of the guidance applies for accounting periods starting on or after 1 April 2025, with the exception of paragraphs 74 to 77 of the guidance which apply from 7 May
2024. The guidance is issued under section 21(1A) of the Local Government Act 2003. Under that section local authorities are required to “have regard” to this guidance.

https://www.gov.uk/government/consultations/changes-to-the-capital-framework-minimum-revenue-provision/outcome/government-response-to-the-consultation-on- changes-to-statutory-quidance-and-
regulations-minimum-revenue-provision

https://www.gov.uk/government/publications/capital-finance-guidance-on-minimum-revenue-provision-third-edition/capital-finance-guidance-on-minimum-revenue-provision- 5th-edition

5. Code of Practice on Local Authority Accounting in the UK 2024/25, May 2024

CIPFA has published its 2024/25 Code of Practice. This 2024/25 edition of the Code has been developed by CIPFA/LASAAC and has effect for financial years commencing on or after 1 April 2024.

The Code specifies the principles and practices of accounting required to prepare financial statements which give a true and fair view of the financial position and transactions of a local authority. The Code applies
to local government organisations across the UK including local authorities, police bodies, fire services and other local public service bodies.

This edition of the Code introduces mandatory adoption of IFRS 16 Leases. Other amendments include:

* asuggestion that narrative reporting could reflect on the risk that a Section 114 notice might be issued

» recentchanges to the IFRS treatment of sale and leaseback arrangements

» specifying the treatmenton initial application of IFRS 16 where service concession arrangements provide for variable payments that depend on an index or rate.

https://www.cipfa.org/policy-and-guidance/publications/c/code-of-practice-on-local-authority-accounting-in-the-united-kingdom-202425-online

11

forvss
mazars


https://www.gov.uk/government/consultations/changes-to-the-capital-framework-minimum-revenue-provision/outcome/government-response-to-the-consultation-on-changes-to-statutory-guidance-and-regulations-minimum-revenue-provision
https://www.gov.uk/government/consultations/changes-to-the-capital-framework-minimum-revenue-provision/outcome/government-response-to-the-consultation-on-changes-to-statutory-guidance-and-regulations-minimum-revenue-provision
https://www.gov.uk/government/consultations/changes-to-the-capital-framework-minimum-revenue-provision/outcome/government-response-to-the-consultation-on-changes-to-statutory-guidance-and-regulations-minimum-revenue-provision
https://www.gov.uk/government/publications/capital-finance-guidance-on-minimum-revenue-provision-third-edition/capital-finance-guidance-on-minimum-revenue-provision-5th-edition
https://www.gov.uk/government/publications/capital-finance-guidance-on-minimum-revenue-provision-third-edition/capital-finance-guidance-on-minimum-revenue-provision-5th-edition
https://www.cipfa.org/policy-and-guidance/publications/c/code-of-practice-on-local-authority-accounting-in-the-united-kingdom-202425-online

National Publications

6. IFRS16 Leases: A Guide for Local Authority Practitioners 2023 Edition, May 2023

This publication provides guidance on IFRS 16 Leases for 2022/23, which is applicable to those authorities deciding to voluntarily implement the requirements of Appendix F of the Code (which includes the
specifications applicable to those entities implementing IFRS 16 as of 1 April 2022). It will also be of interest to those intending to apply as of 1 April 2023 and those mandatorily implementing as of 1 April 2024.

This guidance on IFRS 16 provides comprehensive coverage of the proposed requirements for lessees. Although there have not been significant changes to the requirements for lessors, the
guidance also includes extensive commentary on this area.

https://www.cipfa.org/policy-and-guidance/publications/i/ifrs-16-leases-a-quide-for-local-authority-practitioners-2023-edition

7. FRC report on the quality of major local audits, December 2023

The Financial Reporting Council (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.

There were six health and four local government audits selected for inspection in the 2022-23 cycle. 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. 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.
On the audit of one NHS Trust, the inspection concluded that audit procedures were not sufficiently tailored to address the impact of backlog maintenance.

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 VM
arrangements was not complete on one audit that was inspected. All VfM 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.
The audit team not updating their initial risk assessment or reporting to consider how the body had achieved its outturn financial position.

FRC publishes report on the quality of major local audits amid delays in local government

forvss

12 mazars


https://www.cipfa.org/policy-and-guidance/publications/i/ifrs-16-leases-a-guide-for-local-authority-practitioners-2023-edition
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/

Contact

Forvis Mazars

James Collins

Audit Director

Tel: + 44 (0) 191 383 6331
james.collins@mazars.com

The contents of this document are confidential and not for distribution to anyone other than the recipients.
Disclosure to third parties cannot be made without the prior written consent of Forvis Mazars LLP.

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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