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District Council

October 26th, 2015

Notice Of Meeting

You are invited to attend the Audit Committee Meeting to be held on Thursday, 29th October
2015 at 2:00 pm in the Boardroom District Council Offices Monaghan Row Newry.

Councillor P Brown
Councillor C Casey
Councillor C Enright
Councillor T Hearty
Councillor D Hyland
Councillor C McGrath
Councillor M Murnin
Councillor P O'Gribin
Councillor G Sharvin

Councillor Tinnelly



1)

2)

3)

4)

5)

6)

7

Agenda

NOTE: A pre-meeting has been arranged with the Members of
the Audit Committee; Internal Auditor (i.e. ASM) and Mr J
Campbell Independent Member of the Audit Committee at 1pm
in the Boardroom District Council Offices Newry.

Mr Campbell is the newly appointed Independent Member of the
Audit Committee, as per the Terms of Reference which were
agreed at the Finance & Resources Committee Meeting held on
17 February 2015 and which was formally ratified at the Shadow
Council meeting held on 3 March 2015.

Apologies and Chairmans remarks.
Declarations of Interest.
Action Sheet - Minutes of Audit Committee Meeting held on

Thursday 21 June 2015. (Copy circulated).

ACTION SHEET June 2015.pdf Page 1

Risks associated with EU funded projects. (Copy circulated).

AC 11 Oct 2015 Report EU Funding Green Tourism.pdf Page 5

Ballyholland Community Centre - Corporate Governance issue.
(Copy circulated).

AC 12 Oct 2015 - Grant for DARD Ballyholland.pdf Page 7

Proposals for Annual Governance Statement 2015-16. (Copy
circulated)

AC 12 Report Annual Governance Statement 2015-16.pdf Page 8



8) Plan to establish a Risk Management Framework for Newry
Mourne & Down District Council. (Copy circulated)

AC 10 Report of Risk Management.pdf Page 20

9) Consultation re: Draft Code of Audit Practice for Local
Government Bodies 2016. (Copy circulated)

Consultation re Draft Code of Audit Practice for LG Bodies 2016.pdf Page 36

Internal Audit - ASM Limited

10) Internal Audit Progress Report. (Report to follow).

Item (10) is deemed to be restricted by virtue of Paragraph 3 of Part 1 of Schedule 6 of the
Local Government Act (Northern Ireland) 2014 - Information relating to the financial or business
affairs of any particular person (including the Council holding that information).

NIAO

11) No agenda items for this meeting.

Head of Finance

12) Report from R Dowey, Head of Finance re: Finance and Risk.
(Copy circulated).

Update on Audit issues.pdf Page 89

Training Events

13) Training for Members on Effective Audit and Risk Committee.
(Copy circulated).

Training for Members.pdf Page 91



Invitees

Clir. Terry Andrews terry.andrews@downdc.gov.uk
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ACTION SHEET- AUDIT COMMITTEE - THURSDAY 25 JUNE 2015

AGENDA SUBJECT DECISION FOR COMPLETION BY

ITEM DIRECTOR - including actions
taken/date completed or
progress to date if not yet

completed
AC/06/2015 Terms of Reference | A draft addendum to the Audit Committee Terms of Reference be No action required as ToR
prepared by Mr R Dowey Head of Finance, to reflect best practice (based on best practice)
procedures. had been previously agreed

by Council at Finance &
Resources Committee Meeting
on 17 February 2015 and
formally ratified at Shadow
Council Meeting on 3 March

2015.
AC/06/2015 Terms of Reference | Ms P Poots Capita Consulting, to forward a copy of the following Completed — documents
guidance documents to the Council for information: received and sent to Audit
-DFP (NI) Audit and Risk Assurance Committee Handbook Committee Members via email
- Rol Local Government (Audit Committee) Regulations (29 June 2015)
AC/09/2015 Internal Audit To include a progress report on addressing on-going ICT issues within Refer to Gavin Ringland IT.
Annual Assurance | Newry Mourne & Down DC, for consideration at the next meeting of the
Report (NMDC) Audit Committee to be held on Thursday 29 October 2015.

AC/10/2015 Risk Management A comparison exercise to be carried out to compare risk management See agenda item.
Report (NMDC) reports for Down District Council and Newry & Mourne District Council
for tabling at a future meeting of the Audit Committee.
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AGENDA SUBJECT DECISION FOR COMPLETION BY
ITEM DIRECTOR - including actions
taken/date completed or
progress to date if not yet
completed
AC/11/2015 Annual Governance | A report to be submitted back to the next meeting of the Audit See agenda item.
Statement (DDC) Committee Meeting to be held on Thursday 29 October 2015 regarding
grant income for the delivery of the Green Tourism Programme.
Single Status: _ ,
An update in respect of whether legacy Council Down has made HR has confirmed all issues how
settlement of all Single Status issues. completed.
AC/12/2015 Annual Governance | To prepare a paper on how to bring together an Annual Governance See agenda item.

Statement (NMDC)

Statement for the new Council.

Telemetry System
The matter regarding Telemetry for legacy Council Newry & Mourne,
remains outstanding and is recorded here for record purposes.

National Fraud Initiative
NFI — 21 No. Payroll issues and 456 No. Accounts Payable issues were
highlighted.

Council Theft at Bowling Green
It was reported a loss had been incurred for £19,000.

To be actioned — for future
consideration

Accounts Payable issues dealt
with.
Payroll issues pending review.

An offer has been made by the
Insurance Company for the loss
in the sum of £11,765, less
excess of £2,000.
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AGENDA SUBJECT DECISION FOR COMPLETION BY
ITEM DIRECTOR - including actions
taken/date completed or
progress to date if not yet
completed
Grant for DARD - Ballyholland Mr Curtis to provide a report on
A report was being prepared on this. this to a future meeting — see
agenda item.
AC/13/2015 Year End Accounts | To approve Year End Accounts for DDC and same to be signed by Completed - signed Accounts
(DDC) Chief Executive and Chairperson of Audit Committee. forwarded to NIAO.
AC/14/2015 Year End Accounts | To approve Year End Accounts for NMDC and same to be signed by Completed — signed Accounts
(NMDC) Chief Executive and Chairperson of Audit Committee. forwarded to NIAO.
AC/15/2015 STC Accounts To approve Accounts for the Statutory Transition Committee for period Completed — signed Accounts
from 1 April 2014 to 18 June 2015 and same to be formally signed by forwarded to NIAO.
the Chief Executive and Chairperson of the Audit Committee.
AC/16/2015 Shadow Council To approve Accounts for the Shadow Council for period from 19 June Completed — signed Accounts
Accounts 2014 to 31 March 2015 and same to be formally signed by the Chief forwarded to NIAO.
Executive and Chairperson of the Audit Committee.
AC/17/2015 Draft Internal Audit | A closed session meeting be arranged between the Members of the Pre meeting with Audit

Strategy 2015-19
(NM&DDC)

Audit Committee and internal auditors, ASM Limited, in advance of the
Audit Committee Meeting in October 2015.

Committee Members, ASM and J
Campbell Independent Member
arranged prior to Audit
Committee Meeting - @ 1pm
Thursday 29 October 2015.
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Back to Agenda

Report to: * Audit Committee
Subject: Risks associated with EU funded projects.
Date: 29" Oct 2015

ReportmgOfflcer Steve Wright (in absence of an Audit Services Manager)

- Contact Officer: Steve Wright (in absence of an Audit Services Manager)

Decisions Required

e To DISCUSS and NOTE the content of this report

1.0 Purpose & Background

11 One of the actions arising from the last Audit Committee was “the submission of a report
regarding the Green Tourism Programme” (Item AC/11/2015 Annual Governance
Statement 2014/15 — Down District Council).

12 SPECIFIC ISSUE
The issue was the potential application of a penalty for non-compliance (with regard to
the tendering procedures set out in the relevant letter of offer). The range of possible
non-compliance penalties is as set out in the table below:

Activity 100% of expenditure on the activity
Expenditure 100% of the error value

Audit trail Up to 100%

Publicity Up to 10% of the total grant
Tendering Dependent on the nature of non-

compliance anything from 5% to
100% of contract value.

13 The Council has submitted clarification to INI to justify its view that no breach occurred.
The Director of ERT has advised that the matter should be concluded by mid-November.
A detailed report will go to the next Audit Committee setting out the background,
outcome and future changes/lessons.

1.4 GENERAL ISSUE
EU programmes and instruments have been and will continue to be a key funding stream
to develop the district of Newry, Mourne and Down. The risk may be seen as being made
up of two parts.

15 Risks associated with 2007-13 funding period (“Backward” Risk)
The two predecessor Councils participated in a number of EU programmes in the 2007-
13 funding period. They did so in various roles (such as project promoter, Lead Partner)
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and through various arrangements (direct delivery and partnership arrangements such
as SOAR and Peace lll partnerships)

The programmes in the 2007-13 funding period will be subject to a number of closure
arrangements and requirements. These programmes are closing at a time of upheaval

and significant change.

There are a number of risks associated with fully completing the closure process.

1.6 Risks associated with 2014-20 funding period (“Forward” Risk)
A key source of funds for the development of the new district over the 2014-2020 period
will be through EU instruments and programmes.

There are a number of risks associated with fully accessing and deploying this funding.

2.0
Key Issues

21 The Council should ensure that both types of risk have been effectively and efficiently
managed.

 Possible Future Issues for Consideration

2.2 e The Audit Committee may wish to consider what form of assurance it requires from
Management as to how it will manage risks associated with EU funded projects.

3.0 Resource Implications

31 NJ/A.

4.0 Appendices

41 None.
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Report to: " Audit Committee Meeting
Subject: Ballyholland Community Centre — Corporate Governance Issue
Date: 29 October 2015

Reporting Officer: = Eddy Curtis

Contact Officer: Eddy Curtis

Decisions Required
For information only.

1.0 Purpose & Background
1.1 This matter arose out of the Corporate Governance Statement.

2.0 Key Issues

2.1 This is to inform Members that an investigation is taking place into this matter and a report
will be brought at a later date when matters have been brought to a conclusion.

3.0 Resource Implications
3.1 None

4.0 Appendices

=  Appendix - None
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Report to: * Audit Committee
Subject: Annual Governance Statement 2015-16
Date: 29 October 2015

' Reporting Officer: = Steve Wright (in absence of Audit Services Manager)

| Contact Officer: Steve Wright (in absence of Audit Services Manager)

- Decisions Required
' ¢ To NOTE the content of the report

1.0  Purpose & Background

11 One action arising out of the Audit Committee 25 June 2015 was “a paper be prepared
on bringing together an Annual Governance Statement for the new Council.”
(AC/12/2015)

12 An Annual Governance Statement (AGS) will be included within the Statement of

Accounts 2015-16.

13 One of the core functions of the Audit Committee is to be satisfied that the Council’s
Annual Governance Statement properly reflects the governance & risk environment and
any actions required to improve it.

20
Key Issues

2.1 e A detailed timeline will need to be detailed but it is highly likely that a draft Annual
Governance Statement (AGS) will be required for publication by 30" June 2016.

e As afirst step Section 5 Significant Governance Issues was extracted from the
predecessor Council’s AGSs (extracted from the published 2013-14 and the draft
2014-15 Statement of Accounts). The various extracts are attached at Appendix 2.

e The issues within these extracts was simplified into a single schedule attached at
Appendix 1.

e A number of issues will to varying degrees “carry over” from the two predecessor
councils and may be included in the “new” Council’s AGS 2015-16.

Possible Future Issues for Consideration
2.2 e The CMT and/or SMT will need to consider whether these “old” significant
governance issues will be included within the preparation of AGS 2015-16.
e Areview by the Audit Committee of the approach and various roles in the production
of the Annual Governance Statement 2015-16.

3.0 Resource Implications
31 N/A.
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40 Appendices

41 Appendix 1 : Summary of Significant Governance Issues — Predecessor Councils

Appendix 2 : Extracts of Section 5 Significant Governance Issues from AGS 2013-14 (Final)
and 2014-15 (Draft).
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Significant Governance [ssues

The following.significant governance issues are noted: Y g . ' i et
) . P SWA- J""\ Qﬁ\.ius_s 1fiojz,oa§.-

s e s e

Q%%@M - MENT: From 1 April 2015, under the Reform of Local Government (RLG),
tha Aumber of Councils in Northern Ireland will reduce from the 26 existing to 11 new Councils, established
under the Local Gavernment Act {Northern Ireland) 1572 as amended by the Local Government .
{Boundaries) Act (Northern Ireland) 2008. From that date the Northern Ireland Executive has agreed to
transter some functions currently carried out by NI Government Departments and give some new’
responsibilities to the 11 new Councils. The new councils will be stronger, more efficient and will deliver

more effective services.

" The new councils came into existence on 26" May 2014, operating in shadow fprm until they take over full
¢ responsibility for local goverrment on 1% April 2015 When.thie 26 existing councils cease to exist. The final
accounts for Down District Cotincil will therefore be for the 2074715 financial yea The Local Govemment
(Transitional, Supplementary, Incidental Provisions and Medifications) Regulations: (Northein Ireland) 2014
made transitional provision with respect to local governifnént reorganisation including positions of - '
responsibiiity within the new council for the winding up add final accounts of existing councils.

I

The Local Government Act (Northern Ireland) 2014 introduced the legislative frame work for Northern
Ireland's 11 new councils and has made transitional provisions; to prbvide‘.fd}“the transfer of staff, assets
and liabilities from the current 26 councils 1o the 11 new-councils, and from departments transferring

s

functions to the new councils. . ;—
&%ﬁ@ E - As in previous years the Local Government Sector will be subject to financial
e “Fpressure. ing year and én irito the mggg@}a@ nger 'W#t_?sm. Jn developing a financial plan out
10:2020-21 the Council sought to en: isre that it résponded strategically to these pressures. The Council will
nead to ensure that it continues to balance this lenger term view (post April 2015) with short term demands

over the remaining 10 months.

=NT:The Co_tjr;'ci_l continues to recognise that the ifipact of both RA and the
iificanit further development of its Tredsury Management:
_This developnt will need to take’

3

ey

Programime ;‘.,'%'_s-iizp ated:-in Féﬁfua%y--zﬂ"m - This

' approved by the. il and.accepted by the STC buit will now need ;56' ccepted by
the new 'Shadow* Council. A combined Capital . Il be required tomeetth qL :
of the Finance Act and the Prudential Code. Afforda mains a key concem. Thereis a need to

significantly improve a number of capital planning and delivery processes and towork within the
constraints and controls of the Shadow Period over the next year.

B

SINGLE ST, l;,§ Substantial progress has been thade in the year towards the full completion of the
Single Status Imptementation Agreement. The Single Status Provision has been reversed but with a Single
Status Reserve being created (see note 25e). The level of the Single St; libesrevie

kefore Decerr}ber 2014.

.
v
¥




RTS

in me particular order or pricnlisstion

Fleet Maﬁagemont

NE&M: Inlroduce vehicla lelematry lo reducs fraud risk.

Corporate Services |
Various

Whistleblowing Incidents

i N&IE Double jobbing in Leisure . Contracls for employment]

did not require Council approval for second jobs.

N&M. Two incidants related to absence from work. Two
employees dismnissed.

|Corpérate Services )
{Various

Whistieblowing Poiicy

N&M: Waak in Whiislleblowing procadu

Corporale Services

Fraud Management

N&M: National Fraud Tnitialive- completion.

RTS ™

‘|Fraud Management

WEM: Thalt of grounds maintenance equipmenl. New -
security measures in place.

ﬁéworwe Services! | Procurement N&M: No evidence lo support decision not to go to public
Various tender and failure to routa lhrough procurement
= . Heparment.. .
Chief Executive Procurement N&M: Procurement of Legal
Al Absenteelsm N&M: Continue to monitor.
4 DbC: Conl‘mua Lo monitor.
}’JE : Refarm of Local Government. |N&M and DDC: Provide a cantext of impact of change on

maintaining business as usual and effecting the changa;

Standard wording.used.

N&M: Transfer of Planning 2nd O Street Parking.

Corporate Services

Finance - Budget

N&M: Change In General Fund.

Corporate Services / )

Grant Management

N&M: DARD Grant - may lead lo clawback.

Varlous

Varlous :
DOC: Green Tourism Programme - potential clawback.
N&M: Petenlial delay in Implementing recommendaiions.

DDC: Potenliat delay in implementing recommendaticns.

Corporate Services

{Financlal Phanning

DDC: Recognition of Bell intemal and externat financial
pressures. Need [0 put leng lerm financial planning in
place.

Corporate Services

Treasury Managemant

“ooe: recognise pressures of reform and extensive capllal |

programme on Treasury Management. Risks are interesi
rate, liguidily and refinancing.

Corporate Services /
Various

Capitai Programme

DDC: Extenl of cagital programme- affordabilty.”

DODC: Capilal planning and delivery processes.

Corporata ﬁewkééf

DOC: Completan of Smgie Stalus,

Single Status
Various
RTS Waste Man.agsmant - Hesidual |DDC: Reasidual Wasle Project;
Waste
DDC: Drumanakelly.
Various Govermnance issues DDC: Commitees - operalion lead 1o impact on Officer
] Time. :
DDC: Local Code of Gavernance - number of components |
need updating.
BDC: Procutement - review. i
ODC: Safeguarding - appropriale action plan,
B0C: CFO - statement of nen-conformance,
RTS Wasle Management - Residual |ODC: Residusl Wasta Projacl,
Waste

Curporz.m. Services

Risk Managerment

DOC: MNeed lo improve and update risk management and
assurance ;eporting processes.

DDC: Develop Business Centiruily - Departmental Level

DOC: Allecation of rescurzas to risk management.

Corporate Services

DODC: Significant investment in infrastruclure completsd

DDC: Need o aveid nUgatory 1T spend,
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Significant Governance Issues

+

The fqllowmg,szgmﬁcant governance issues are noiei:k Shmdsrd w G’J»v-\ ; . QM —— “!j:o]’é,oa c.
REF JENT: From 1 April 2015, under the Reform of Local Government (RLG),

the number of Councils in Nprtherhwlreland will reduce from the 26 existing to 11 new Councils, established
under the Locat Government Act (Northern Ireland) 1972 as amended by the Local Governrment :
(Boundaries) Act (Northern ireland) 2008. From that date the Northern Ireland Executive has agreed to
transfer some functions currently carried out by NI Government Departments and give some new’
responsibilities to the 11 new Councils. The new councils will be stronger, more efficient and will deliver

more effective services.

" The new councils came into existence on 26" May 2014, operating in shadow form until they take over full
- responsibility for local gevernment on 1% April 2015:when:the 26 existing councils cease to exist. The final
accounts for Down District Gouncil will therefore be for the 2014/15 financial year. The Local Government'
(Transitional, Supplementary, Incidental Provisions and Modifications) Regulations:(Northern Ireland) 2014
made transitional provision with respect to local governimént reorganisation including positions of -
responsibility within the new council for the winding up and final accounts of existing councils.

B3

The Local Government Act (Northern Ireland) 2014 introduced the legistative frame work for Northern
Ireland’s 11 new councils and has made transitional provisiors to provide for the transfer of staff, assets
and liabilities from the current 26 councils to the 11.new councils, and from departments transferring
functions to the new councils. i} ¥ . !

S: Asin previods years the Local Government Sector will be subject to financial

r and on:irito the friedium and longer term. Jn devéloping a financial plan out
s that it Féspondec jically to these pressiires. The Council will
nger term view (post April 2015) with short term demands

#“pressure over the coming.)
10:2020-21 the Council sou

eed to ensure that it continues to ba
over the remaining 10 months.

lance this 1o

"MA! he qur}ci}_ continues to r'e;ggni§é that the impact of both RPA and the
apital programme will require signific : “development of its Treasury Management. |

n. The key risks being if -liquidity,and refinancing. This development will need to take’

4

S

he Council’s Capital Programme GasupdatedtnFebmaryZ{}M . This
5 he STC but will now need to be accepted by )

dby _th%:c uncil and.acce ted by t

' pproved by | and.accepta _ I now I
the new 'Shadow’ Council. A combinec %%géﬁg;aj}igﬁggfg ammé will be required tomeet i Fequir S
of the Finance Act and thé Prudential Code. Affordability remains a key.concem. Thereisa need to :

significantly improve a number of capital planning and-delivery processes and fo work within the
constraints and controls of the Shadow Period over the next year.

A Substantial progress has been tade in the year towards the full completion of the

wS g l.afs'.ylﬁ%;;len:lentétion Agreement. The Single Status Provision has been reversed but with a Single
Status Reserve being created (see note 25e). The level of the Single Si2 ey

before December 2014.
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" One of the key risks facing the Gouncil (and any future merged Council) is to

R T Z . 1 4 A
ensure the selection of an affordable and VM waste disposal solution, The Gouncil recagnises the

importance of making an optimal decisicn with fegard to its !o;ig&fgﬁnﬁf;

the needto ensure:a robust decisior making process is put in place. The Co
‘the new Newry and:Mourne and Down Council, prior

local level business case review, within the context of

lastetreatment needs and
uncil willneed to carry outa

to.adopting any long term residual waste managernent strategy. This will _nia:ed‘.tocq_n.si'r_ie'r mermbership of

from either group

‘satisfactori] filled, capped:and

‘or SWaMP sub-regicnat waste groups-and the possible-comm
. This strategy. will of course rieed to ensure that:Biur

Fomagn
i

& GOVERNANCE ISSUES: The Counil
1" 2014 to take account of RPA qgi\f&@“f}mlilwm&M
outstanding review of organisational stru

G )

e 4 .‘. 3 - oy
It The Council will de
| lidssued under section 12 of the Safeguardin

7 % R

REN

“The Council's firancial management arrangements

- Application Note 16 Delivering Good Governance in Local Governme

) —~p gﬁti MENT — there stiliremains. a: need td”i;jﬁ‘pﬁove'ajnti::x-j:pdat_érih
. assuranc cessesiorassistthe Council to manage its portfolio £y

Departmenta &rewill'b furth Sl6p bus
departmen
“Management in 2014-15.

o

2013- auudit reports provided Limited/Unacce

of these five reports were 1.)Anti:

elop an appropriate action plan to ensure a h_iQﬁ?r level. of compliance-with guidance

- 0 with the govérnance requirements of
thie CIPFA Staterrignt ofy the Rale of the Chief Financial Of cer in.Loca ,;‘o\;r-eghﬂieﬁt"zoﬁO:Ex’si_set-_.eqij-inihg '

1 Chief Executive thait for the financial yea - 201314 the eurrent arrangements delivered the same impact.

al'structures. : A _
tal level, The Gouncil will need to- rther consider its approach and alla

i%@ NG rternal Audit provided 15:A8surance Reportsto
interna e -céptable Assuran 2
ribery Procedures - need to updaté a number of policies forthe Bribery.

: Uétﬁr"éfi%ﬁ@?efore the end of Sept |

Officers. In addition the

; i
L

4
—

!

ework: It isithe viewof the

nt: F

lans ata

iness continuity plans-ata
e esaiies to Rik

the Audit Committes for '
The main issues ineach

' Aict, 2.) Treasury Management tmeditim térmy onwaids) - need to put in place’a system to manage interest,

réfinancing and liquidity risk, 3.) Enterta
copitrolé 4:) Creditors - need toforma

inment Licences - need to improve licence issue and enforcements:
controls around the update of ciitical standing data-and 5)

Member and Officer indemnity - ﬁged $5r Cotnicil to ratify a formal indempity scheme. A number of

immediate steps have been taken and adcapted recommendations will beiniplemented. .

e

2

nt to update its IT infrastructure.
ut any investment will be within the

] 1

We propose over the coming year to take steps to address the above matters to further enhance our'govemance
arrangements. We are satisfied that these steps will address the need for improyemen_tsithat]we_re'idéﬁt'iﬁgd in our
review of effectiveness and will monitor their implementation and operation as part of aur next annual reviéw.

Date 30th October'2014

g L+<f #~— Date 30th October 2014

On behalf ¢f the Strategic Policy and Rascurces Committee of Down District C

ouncil and by the Chief Executive:

At

(2)#4(8)
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«  Other
The minutes of the Audit Cammittee are presented to the Council at the monthly meeting which
follows the Audit committee,

As part of the 2013/2014 Annual Audit Plan, an audit of Corporate Govemnance took place in
late 2013 with the finai report being produced in May 2014. The previous "final report” was in
2011/2012 and the 20 items recommended in this report were reviewed. The 2013/2014 review
found that 17 recommendations had been.implemented fully, 1 parlly implemented and 2 were
not implemented. The 2013/2014 report made 7 recommendations, all with a pnorlly of2or3.
The report gave the Council a "substantial” assurance.

The Committee Chairman compleled a seif assessment questionnaire drawn up by Intemal
audit in respect of the effectiveness of the Audit Committee for 2013/2014. The completed
questionnaire was tabled at the April 2014 Audit Committee and reviewed by the members of
the committee . Members concluded the commitiee was working effectively.

Significant Governance Issues:-

Actions taken/proposed to deal with significant govermance issues.

Arising outof a | f Q’éf]n respect of ° TFEI“"“élg&%un 2014/2012 and previously reported as a
govemance issiie in prior years thére remains outstanding a robust solution to monitor vehicle
mavements. His oonsadered the only saiution that will significantly reduce the risk is the
introduction of a %’ﬁ ‘Pyésystem on vehicles. Discussions fo infroduce such a system are

ongoing with the’

&  During the financial year 2013/2014 there have been three 'g} e b [
which refated to prior year activities. Investigation showed on : L bsta&@?& and
this resulted in the Council recovering a sum of money due to an employee "gwgg”&éja bing'
This issue was also highlighted by the National Fraud Initiative. One of the en: al”’ -
hlghjlrgg!ed a weakness i in Council repurhng pmcedures ofa pa, .
respé”él J@”\é@stgeﬁ[ ‘g y'and fra ém.tues ~“Reminders were sent{o"
{he'nead to obsarve the reporﬂng sticllres as laid out in these policies.

»  The National Fraud Initiative’ (I\.Igf'*’\]&é‘;ie data matching exercise - issued January 2013] produced
505 matches. N.F.l raised 29 payroll issues and an 100% investigation took place raising one
issue previously referred to under "whistle blowing”. N.F.\. highlighted 354 Creditors issues and
74% were investigated raising no items of concem. A weakness identified from the payroll
M.F.1 is that current contracts of employment do not require Council approval for second jabs.
This weakness is under review by Homan Resources,

. ' ?

'»- During the year there were two serious Incldentsr?atCo;.mc( “faciliti

es:. Detailed investigation has

taken place and continues to take place; leadlng>to conective! act:on‘bemg taken at one site and
continued review to try and reduce and manage ﬁskl at the second site.

These breeches of the purchasing pro
reported to the Audit Commiitee.

e

atter Is being considered by the Ombudsman.

«  Alegal services

Page:- 10
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The audit reports produced by Intemal Audit have highlighted areas where improvements need
la be made. Actions required to address these control weaknesses have been prioritised giving
due regard to the risk assessment and to proper and proportional allacations of resources.

During the year Internal Audit carried out 21 Intemal Audits, which resulted in 6 substantial, 14
satisfactory and 1 with a satisfaclory and limited assurance in one area of the servics.

The annual audit repart of Internal Audit for 2013/2014 recaived in June 2014 summarised the
audits carmied out during the year and gave an overall level of assurance %‘%!; Saﬁ§£§ﬁ§ﬂk*%§he "
Audit with satisfactory/limited assurance refates to cash floats within the t;gﬂgﬁg "‘WW cash f foat

and invoives a sum of £70. While this has been highlighted it is not seen as a major risk an § }
the Council operations.

\DSaniee:
Council continues to be pmactwe in seeking to manage absence.

The Review of Public Administration (RPA) with an initial implementation date of 2009 then
2011 and now 2015 is now under way. Much management time has been spent on planning,
organising and attending meetings with Down District Council {with whom we are to be merged)
and Central gavernment lo bring the change into existence. In Apiil 2014 the Chief Executive
far the combined Council took up post and since that date 2 number of other appointments have
been made and continue o be made.

in 2013 the Boundaries Order (N.1.) 2012 has been enshrined in law. The Northam ireland
Executive has agreed a funding package lo assist wilh implementation of the R.P.A., while also -
agreeing the package of functions transferring from Central Govemment

The Voluntary Transition Committees were re-est2blished and since July 2013 they have been
legisfated for and become Statutory Transition Commitiees (STC) with 8 members on the
Committee from Down District Council and 8 members from Newry and Moume District Council,
This STC wilt cease operating on 19th June 2014. A staff severance scheme has been agread

- by the empioyers and unions and legisiation has been passed in July 2013 for "Severance

Paymenits to Coungillors"

Six Councillors resigned in January 2014 with replacements from the same party co-opted.
Four of the six Councillors who resigned benefited from the terms of the Councillors severance
scheme. ;

On 22nd May 2014 an election was held and as a result 41 Councillors were elected for the 4
new Council of Newry and Mourne and Down. These Coungillors will function as a "Shadow i
Council” until 31st March 2015.

The outcome of this year's financial results, a surplus of £1, uso'ougégwng{r,@g@gg NEQ;?.SQ\‘ gﬂo to
finance capital spend. This has resulted in an increase in the bala M inthe Ge&g&gﬁrglg@ynd of
£1,050,000 rasulting in a balance of £3,559,952. When the Council agreed a budget for
2014!2015 a deficit budget of £1,050,000 was agread, so the surplus transfaerred from
201372014 will be required to finance the deficit budget. The General Fund balance in the event
a deficit occurs in 2014/2015 will still provide sufficient reserves of a level suitable for a Council
with the size of spend of Newry and Moume. The 2014/2015 year will be the last year when the
Council exisis in its current form prior fo combining with Bown District Council.
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Actions taken/proposed to deal with significant governance issues. MNERIR & PAOUENE

Significant Governance Issues:-

354, %@m 2011/2012 and previously reported as a governance
ndmg a robust so[utlon te menxtor vehlcle movem nts, lt is

system on vehlcles The new Councn of Newry, Mourne and Down has been made a»ﬁ%re of this

ial year 2014/2015 there have been two yvmstl”"“?bl’*” :
““’E}i \Jork ‘Investigation showed both’ reports “had sﬂ‘bstance This resulted ina
plmary actions and two employees being dismissed.

. During the fi
related to 2
number of d

. The National Fraud Initiative (N?Fi[% [data matching exercise - issued January 2015] produced 477
matches. N.F.l. raised 21 payroliissues and 456 accounts payable issues. These matches will be
systematically investigated.

Gouncil owned bowling facility. A number of high value
ent {repiacement cost £19,000) were stolen. Since thlséﬁeﬂgﬁ

been lmplemented to prevent re-occurrence.

rement matter continues to be considered by the Ombudsman,

e - Anitemin respectof g ""m’wf"from the Department of Agriculture and Regional Deve!opment has
been investigated. At'this stage it is too early to state the likely level of any loss to the Council as
the final decision is outside of the Councils control.

. The audit reports produced by Internal Audit have highlighted areas where mﬁgrovements need to
be made. JActions required to address these control weaknesses have beerg&gganh? ‘_d%gwmg due
regard to the risk assessment and to proper and proportional allocations of resources.

4, Durlng the year Internal Audit issued 26 Internal Audit reports, with 12 of theseil
draft due to a failure of reply from Council staff. These reports resulted in 5 substa
assurances 17 satisfactory assurances and 4 with limited assurance.

s The@eur lf tac f’éggzé iFa ces apply to Information Technology, Fleet Management, Procurement and

ST o

Cash handllng at atown hall. In all cases the senior managers of the services have been sent the
on’co the incoming "!nternai .t shouId be

with "key staff” off sick.
reorganisation and/or severance. There has been no loss to the Council in any case although there

is a danger if the situations were to persist of reputational damage.

] From the 1st Aprit 2015, under the cali i
reduced from 26 to 11. These Councsls are establlshed under the Local Government Act (Northern

freland) 1972 as amended by the Local Government (Boundaries) Act {Northern Ireland) 2008.
From 01 April 2015 the Northern Irefand Executive has transferred some functions from Central

@@
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vaemm tto Local Government. Main services transferred to date are ';P s.;t‘ing} and«%mgm n{
Ca!i;”Farklg g '

The new Councils came into existence as of 26th May 2014, operating in shadow form until they
took over responsibility for local government on 01 April 2015 when the 26 Councils ceased to
exist. These are the final accounts for Newry and Mourne District Council. The Local Government
(Transitional, Supplementary, Incidental Provisions and Modifications) Regulations (Northern
Ireland) 2014 made transitional provision with respect to local government reorganisation including
positions of responsibility within the new Council for the winding up and final accounts of existing

councils.

The Local Government Act (Northern Ireland) 2014 introduced the legislative framework for the 11
new Councils and has made transitional provisions to provide for the transfer of staff, assets and
liabilities from the current 26 Councils to the 11 new Councils, and for central government
departments transferring functions to the new Councils.

One Councillor resigned in March 2015 and was not replaced due to the imminent end of the
current Council. The Councillor who resigned benefited from the terms of the Councillors
severance scheme. '

The 41 Councillors who were elected on 22nd May 2014 functioned as a "Shadow Council” until
31st March 2015, '

. The outcome of this year's financial results, a deficit of £3,035 after using £520,000 to finance
capital spend . This has resulted in a decrease in the balance in the General Fund of £3,035
resulting in a balance of £3,711,977 . When the Council agreed a budget for 2014/2015 a surplus
budget of £1, 050,000 was agreed.

Newry and Moumne Dlstnct Council has now been combined with Down District Council and Ballyward which i is
part of Banbridge District Council from 01 April 2015. Therefore matters raised in this Corporate Governance
Statement will become the responsibility of the new Newry, Moume and Down District Council.

@ ()
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Report to: Audit Committee
Subject: Plan to establish a Risk Management Framework
e L r—

' Reporting Officer: = Steve Wright (in absence of Audit Services Manager)

| Contact Officer: Steve Wright (in absence of Audit Services Manager)

- Decisions Required |
' ¢ To REVIEW and COMMENT on the proposed approach to the establishment of a fit for
purpose Risk Management Framework.

1.0 Purpose & Background

11 The design and implementation of a fit for purpose risk management framework will be
a major contributor to a well-managed Council.

1.2 The framework will support risk management across all of the Council’s current and
future activities.

13 This framework will include a firm foundation (policy, objectives, mandate, and
commitment) with ‘well designed” arrangements built on top (plans, clear relationships
& accountabilities, resources, processes, and activities). A well designed framework
should be integrated and consistent with other management and assurance processes.

14 One of the core functions of the Audit Committee is to consider the adequacy and
effectiveness of the Council’s risk management framework/arrangements.

2.0
Key Issues

21 The Audit Committee should ensure that there is a “clear path” to put a fit for purpose
risk management framework in place by the end of the first financial year (2015-16). It
should note that:

e A project plan for the development of a fit for purpose Risk Management Framework
will need to be developed and agreed by both SMT and CMT.

e Aninitial plan is attached at Appendix A (Note: consultation with SMT/CMT on the
content/resourcing of this plan will follow this Audit Committee).

22 The Audit Committee should note that some preliminary work has been carried out
including:




Back to Agenda

e Review of predecessor Councils approaches to risk management
e Benchmarking and review of best practice
e Comparison of predecessor Council’s Corporate Risk Registers (See Appendix B).

2.3 Following on from this work some initial design proposals are set out at Appendix C and
include:

e Structure of Risk Management Framework and Strategy
e RM 10 Risk Matrix

A summary list of the predecessor Council’s roles and responsibilities is also attached at
Appendix C. (At present only the roles for the Council and Audit Committee have been

drafted at this point).

e RM 12 List of Roles and Responsibilities

3.0 Future Issues for Consideration
3.1 The Audit Committee should monitor the development and delivery of an agreed plan to
establish a fit for purpose risk management framework by the end of the financial year

2015-16.

4.0 Resource Implications
41 To be addressed by CMT.

5.0 Appendices
51 Appendix A: Establishment of Risk Management Framework — Plan

Appendix B: Extract/Summary of Corporate Risk Registers (Predecessors Councils)
Appendix C: Risk Management Framework (Extracts)
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Agenda 8) / AC 10 Report of Risk Management.pdf
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"ltem 9 is deemed restricted by virtue of Paragraph 3 of Part 1 of Schedule 6

of the Local Government Act (Northern Ireland) 2014 - Information refating to the financial or business
affairs of any particular person (including the Council holding that information).”
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Combhairle an Iuir & Mhurn
Newry and Mourne District Council

Chuig / To: Mr R Dowey — Head of Finance
O/ From: Mr J Finnegan — Risk & Investigations Manager
Data / Date: 15 May 2015

Abhar / Subject:  Risk Management Report for Newry & Mourne District
Council for the year-ended 31 March 2015.

Risk Management is the process by which risks are identified, evaluated and
controlled. It is an integral element of corporate govemance and internal control.

A Risk Management Strategy is in place within the Council, which has been approved
by the Audit Committee and by the Council.

Within the Council risks are divided into Corporate and Departmental / Location level

Risks.

1. Corporate Risks.

The Council currently has 14 Corporate Risks with a Total Risk Score of 9 or

more. These are as follows:

Risk Risk Description Impact | Like- | Risk | Link to Corporate Plan / Objectives.
Ref lihood | Score
1 Review of Public Administration 4 4 16 Q1- modernise & improve our services.
) Breach of Impoundment at Camlough 4 4 16 E2 — promote, protect & enhance a
Lake sustainable environment for the district
3 Absence of Telemetry system. 4 3 12
01- modernise & improve our services.
4 Potential for challenge in the Procurement | 4 3 12 02 — Secure better value for money & make
Process efficient use of our resources.
5 Industrial Action 3 4 12 02 — Secure better value for money & make
efficient use of our resources.
6 Fraud in respect of waste and waste 3 3 9 E2 — promote, protect & enhance a
products sustainable environment.
7 Major Emergency Incident — External to 3 3 9 CL1 — Enhance our role as the leader of and
the Council advocate catalyst for the districts interests.
Q9 Corporate Manslaughter 3 3 9 O1- modemise & improve our services.
10 | Vandalism / Arson 3 3 9 03 — support & develop our people.
11 | Threat to Council Staff 3 3 9 O3 — support & develop our people.
12 Major Emergency Incident — Internal to 3 3 9 03 — support & develop our people.
the Council
13 | Breakdown of Internal Controls 3 3 9 O1- modernise & improve our services.
14 | Banking Crisis / Credit Crunch 3 3 9 02 — Secure better value for money & make
efficient use of our resources.
1

(M)4(%)



"ltem 9 is deemed restricted by viue of Paragraph 3 of Part 1 of Schedule 6
of the Local Government Act (Northern Ireland) 2014 - Information relating to the financial or business
affairs of any particular person {including the Council holding that information)."

Scoring Criteria.

Likelihood Lmpact

Very likely = 4 Major = 4
Likely (Probable) =3 Significant = 3
Unlikely (Possible} =2 Moderate =2
Very Unlikely = 1 Low=1

Total Risk Score = Impact x Likelihood

All Corporate Risks, together with mitigating controls and action plans are held on the
Grace Risk Management system and are regularly reviewed by the Management
Team and by the Audit Committee.

2. Departmental / Location Level Risks.

Within each directorate risks are further sub-divided into Departmental / Location
risks. Monthly checklists are in place and these form the basis of the assurance chain
which provide the evidence that adequate controls are in place for completion of the
Annual Governance Statement which is signed by the Chief Executive and the
Chairman of the Audit Committee and which is submitted along with the Annual
Accounts to the Department of the Environment (Local Government Division) and to
the Local Government Auditor.

Departmental checklists are an essential part of the assurance chain and their
importance cannot be over-emphasised. It is essential that they are completed, kept up
to date and signed off by those responsible as historically this has been the area where
incidents of fraud and misappropriation has occurred within the Council.

A computerised Risk Management system, (Grace - Governance, Risk and Control
Evaluation) has been implemented within the Council. This has recently been
upgraded to a web-based version in preparation for roll out to the new Newry,
Mourne & Down Council.

The system contains an automatic ¢-mail alert system to remind those users who have
not completed their risk reviews on time.

3 Significant Governance issues which arose during the year.

The following matters relating to corporate governance have arisen during
the year:

o Theft of Council equipment from Newry Bowling Club.

A break-in occurred at Newry Bowling Club sometime between g 40 January
2015 and a number of high value items of grounds maintenance equipment were
stolen. The estimated replacement value was £18,800. The PSNI and the Council’s
insurers (an excess of £2,500 on the insurance policy applies) were advised and an
investigation report was prepared. An on-site meeting to review the security of the
depot took place on the 19" January 2015 and new measures have been implemented
to prevent a re-occurrence.

Back to Agenda
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Appendix C

Risk Management Framework
Audit Committee 29th October 2015
(To be documented in Risk Management Framework and Stratyegy Document)

Contents
RM 1
RM 2
RM 3
RM 4
RM 5
RM 6
RM 7
8

Policy Statement

Statement of Commitment

Our Approach

Risk Management Principles

Risk Appetite Statement

Risk Maturity

Risk Management Levels

Risk Escalation

Risk Management Process

Risk Matrix

Guidance, Education and Training
Risk Register System

Roles & Responsibilities

Risk Governance Framework
Control Environment

Quality Assurance and Review Procedures.
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Risk Management Framework
Audit Committee 29th October 2015

RM 13 Roles and Responsibilities

Council The key tasks of the Council are:

1.) Approve the Risk Management Framework & Strategy.
2.) Approve the "risk appetite” of the Council.
Audit Committee The key tasks of the Council are:

1.) Endorse the Risk Management Framework & Strategy.
2.) .Review effectiveness of risk management arrangements.
3.) Provide comment and challenge on risk management and progress

Chief Executive

Senior Management Team

Risk and Investigations Manager

Risk Management Steering Group

Corporate Management Team

Directors / Heads of Section

Heads of Service

Departmental Management Teams

Departmental Risk Controllers/
Adminstrators

Internal Audit / External Audit

Project Leaders and other staff

Business Improvement Manager
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. Agenda ltem:

Report to: Audit Committee
~ Subject: Consultation of Draft Code of Audit Practice for LG Bodies 2016
 Date: 29" October 2016

Reporting Officer: Robert Dowey, Head of Finance

' PR appe— o Dowey, Headomeance e A e A

- Decisions Required ‘ 7 | ' .
¢+ To NOTE the content of the proposed Draft Code of Audit Practice for Local Government
Bodies 2016 (attached at Appendix 1).
e To DISCUSS and ENDORSE the proposed response to this consultation.

10| purpose & Background
11 The work of the Local Government Auditor is conducted within a framework set out
5 within the relevant legislation, codes and standards.

1.2 One key component of this framework is the Code of Audit Practice for Local
Government Bodies in Northern Ireland 2016.

1.3 The Local Government Auditor (LGA) is updating this éode —the last code having been
published in 2011. ~

The Council has been asked to comment on the content of the Code of Practice as part of
this development and update process.

1.5 The main change within the revised code is at Chapter 4. This sets out the LGA’s work on
‘ performance improvement.

20
- Key Issues

21 e The ‘new’ work set out at Chapter 4 will be delivered based on the approach in
Wales. The poor design and conduct of this work may result in unnecessary
additional overheads (time and money) within an already ‘stretched’ environment.

e APSE have developed and circulated a briefing on this issue — attached at Appendix 2.

Consultation Response
2.2 It is proposed to focus the Councils response on Chapter 4.

It is proposed to make the foliowing points with regard to the conduct of the performance
" improvement work within Chapter 4: -



3.0
3.1

40
41
- Appendix 2 : APSE Briefing 15/49

e Need to ensure economic, efficient, effective and timely delivery of audits and

assessments
Working together of internal and external audit to achieve these objectives

Importance of trust between external and internal audit functions
Need to establish effective coordination arrangements
Constructive and positive approach to work by LGA

i Resource Implications
N/A.

Appendices
Appendix 1: Code of Practice

Back to Agenda
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I EIEI Northern Ireland Audit Office

Louise Mason FCA 106 University Street
Local Government Auditor Belfast
BT71EU
Direct Line : (028) 9025 1048
Fax : (028) 9025 1051
E-mail ¢ louise.mason@niauditoffice.gov.uk
webaddress ¢ www.niauditoffice. gov.uk

Dear Consultee

2 September 2015

CONSULTATION ON THE DRAFT CODE OF AUDIT PRACTICE FOR LOCAL
GOVERNMENT BODIES IN NORTHERN IRELAND 2016

The work of the Local Government Auditor and the NIAO as external auditors of local
government bodies plays an important role in improving public services and helping
people hold users of public money to account. To support this, people must be confident
that we conduct our work within a framework that promotes high quality audit, carried out
consistently. This confidence has its roots in clear, public communication of what the
requirements of auditors are. The draft Code of Audit Practice aims to provide this
clarity. It sets out the framework that auditors of local government bodies are required to
operate within, in order for me to meet my statutory responsibilities as the Local
Government Auditor. As such, it forms an important part of the framework of local
government audit, set out in the Local Government (Northern Ireland) Order 2005 (the
Crder) and the Local Government Act (Northern Ireland) 2014 (the Act).

Article 5 of the 2005 Order requires me to prepare a drait Code of Audit Practice (the
Code) for local government bodies in Northern Ireland and to have this approved by
resolution of the Assembly at intervals of no more than five years. The first such Code
was published in 20086, renewed in 2011 and a new Code is now required, which must
be consulted on and published by 1% April 2016.

| am pleased to enclose a draft of the 2016 Code of Audit Practice for local government -
bodies in Northern Ireland (see Annex A). | also enclose additional background
information to the draft Code and a series of consultation questions (see Annex B). A list
of consultees is included at Annex C. When finalised, the Code will replace the existing
2011 Code of Audit Practice.

The draft 2016 Code is principles based and, for the first time, includes my additional
statutory audit responsibilities in relation to the new local government bodies’
performance improvement framework. It also introduces the approach to be adopted for
smaller local government bodies. Being principles based, | believe that the draft 2016
Code is sufficiently flexible to adapt to any changes in audit practice over its five year
lifespan.



The Code of Audit Practice must address the needs of a wide variety of stakeholders,
including audited bodies, audit practitioners, the local electorate and wider community of
service users, and the Northern lreland Assembly. Your views will play an important part
in helping me produce a code that meets this objective. | am pleased to issue the draft
Code of Audit Practice for public consultation and look forward to receiving your
comments.

You can also view the document on the Northern Ireland Audit Office’s (NIAO) website.
If you consider that this consultation should be copied to other interested parties, with
whom | have not directly consulted, please contact me as soon as possible and | will
consider their inclusion.

The NIAO tries to make its consultation procedure as thorough and open as possible.
Following the end of the consultation we may publish details of the responses received.
Information you provide in your response, including personal information, may be
published or disclosed in accordance with access to information legislation: these are
chiefly the Freedom of Information Act 2000 (FOIA); the Data protection Act 1998 (DPA)
and the Environmental Information Regulations 2004 (EIR). If you want the information
{reated as confidential, please be aware that, under the FOIA, there is a statutory Code
of practice with which public authorities must comply and which deals, amongst other
things, with obligations of confidence. In view of this, it would be helpful if you could
explain to us why you regard the information you have provided as confidential. If we
receive a request for disclosure of information, we wilt take full account of your
explanation, but we cannot give an assurance that confidentiality can be maintained in
all circumstances. An automatic confidentiality disclaimer generated by your IT system
will not, of itself, be regarded as binding on the NIAO.

For further information about the confidentiality of responses please contact the
Information Commissioner’'s Office or e-mail ni@ico.gsi.gov.uk or see web site at
www.ico.gov.uk.

Copies of the public consultation document can be made available in Braille, on
audiotape or in large print if so required.

Comments on the draft Code should be made in writing using the consultation response
form provided and may be forwarded electronically via e-mail to

" kyle.bingham@niauditoffice.gov.uk or alternatively, via post to Mr Kyle Bingham,
Northern Ireland Audit Office, 106 University Street, Belfast BT7 1EU.

The closing date for responses is 4.00pm on 1 December 2015.

Yours sincerely

-

LOUISE MASCN
Local Government Auditor

Back to Agenda
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Annex A

DRAFT Code of Audit Practice 2016

In relation to the functions of the Local Government Auditor in the audit of
Local Government Bodies in Northern Ireland — March 2016

DRAFT Code to lie before the Northern Ireland Assembly under Article 5(7) of
the Local Government (Northern Ireland) Order 2005 by the Department of the
Environment

DRAFT Code of Audit Practice for Local Government Bodies NI 2016
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Contents

* Preface (not part of the Code of Audit Practice)

The Code of Audit Practice

Chapter One
Status of the Code, scope and general principles

Chapter Two _
Audit of the financial statements

Chapter Three
The Local Government Auditor's work on economy, efficiency and effectiveness

Chapter Four
The Local Government Auditor's work on performance improvement

Chapter Five _
Reporting the results of the Local Government Auditor's work

Chapter Six
The Local Government Auditor's additional powers and duties

Chapter Seven
Smaller Local Government Bodies

Chapter Eight
The Local Government Auditor’s rights of access

Schedule 1
The Local Government Auditor's statutory responsibilities

Schedule 2
Audit report: Inclusion of additional matters by exception

Glossary

DRAFT Code of Audit Practice for Local Government Bodies NI 2016



Preface

The role of external audit in the local government sector

External audit is an essential part of the process of accountability for public money. It
makes an important contribution to the stewardship of public resources and the
corporate governance of public services. It involves the Local Government Auditor
giving an independent opinion on local government bodies’ financial statements
(referred to in legislation as ‘statemeﬁt of accounis’) and includes a review, and report
on, aspects of the arrangements put in place by them to ensure the proper conduct of
their financial affairs and to manage their performance and use of resources. Because
of the special accountabilities attached to public money and the conduct of public
business, external audit in the local government sector is characterised by three distinct
features:

+ the Local Government Auditor is appointed independently from the bodies being

audited;

» the Local Government Auditor's work covers not only the audit of financial
statements but also includes aspects of corporate governance, arrangements to
secure the economic, efficient and effective use of resources, performance .

improvement, value for money studies and grant certification; and
« the Local Government Auditor may report aspects of his/her work to the public and

other key stakeholders.

These features are consistent with the ‘principles of public audit’ as defined by the Public

Audit Forum which comprises all the national audit agencies in the United Kingdom (UK).

" Local govefnment bodies include councils, joint committees and the Local Government Staff
Commission.

DRAFT Code of Audit Practice for Local Government Bodies NI 2016
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The roles of the department with regulatory responsibility and
the Northern Ireland Audit Office

The department with regulatory responsibility (the Department)? is a central govemment
Department with statutory responsibilities to regulate the external audit of local
government bodies in Northern Ireland.

The Local Government (Northern Ireland) Order 2005 (the Order) provides that the
Department may, with the consent of the Comptrolier and Auditor General®, designate a
member of staff of the NIAO as the Local Government Auditor and another as a Deputy
Local Government Auditor.

While the designated Loca! Gavernment Auditor has respbnsibility for the functions to
which this Code relates, operationally much of the work carried out is delegated to
others. The Local Government Auditor has made arrangements with the Comptroller
and Auditor General for members of staff of the NIAO and with private audit firms to
assist in conducting his/her functions.

Consequently, in this Code the use of the terms ‘auditor’ and ‘auditors’ apply collectively
{o:

+ the Local Government Auditor;
« employees of the Northern Ireland Audit Office (NIAO); and
« any person who provides audit services to the NIAO.

Auditors carry out the statutory responsibilities, and exercise their professional ‘
judgement, independently of the Department and the Comptroller and Auditor General.

The NIAD has established arrangements for the training and development of audit staff,
the provision of advice and support on technical matters and regulating the quality of
audit work, which assist the Local Government Auditor in the discharge of his/her audit

work.

+ 2 Currently the Department of the Environment.

3 The Comptroller and Auditor General is an Officer of the Northern Ireland Assembly and is the head of the Northern Ireland Audit Office. The
Nertiiern Ireland Audit Office scrutinises pubtic spending on benalf of the Northern Ireland Assembly.
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Statutory responsibilities and powers of the Local Government
Auditor

The statutory responsibilities and powers of the designated Local Government Auditor
relating to local government bodies are set out in the Order and the Local Government
(Northern Ireland) Act 2014 (the Act). In discharging the Local Government Auditor’s
specific statutory responsibilities and powers, auditors are required to carry out their

work in accordance with a Code of Audit Practice.

The Code of Audit Practice

Article 5 of the Order requires the Local Government Auditor to prepare, and keep under
review, a Code of Audit Practice (the Code) prescribing the way in which the functions
under the Order are to be carried out, and which embaodies “what appears to the Local
Government Auditor to be the best professional practice with respect to the standards,
procedures and techniques fo be adopted by the Local Government Auditor”.

The Code must be read in conjunction with any regulations made under Article 24 of the
Order as regards the accounts and audit of [ocal government bodies.

Article 102 of the Act provides that performance improvement audit and assessment
functions be included in the Code.

The Local Government Auditor is committed to keeping the Code up to date to reflect
changes, in the operating environment of audited bodies, statutory legislation, as well as
auditing standards and practice. He/she may amend the Code where appropriate in the
light of practical experience.

The Code must be approved by a resolution of the Northern Ireland Assembly at
intervals of not more than five years. In the intervening period, the Code may be
amended by the Local Government Auditor in consultation with councils and other

appropriate bodies and persons.

The Local Government Auditor’s approach

The Code covers the audit of all different types of local government body, as the core
statutory responsibilities placed on the Local Government Auditor are essentially the
same. In line with other UK regions, a principles-based, rather than a rules-based
approach has been adopted. As with the extant codes, this has allowed the Local

Government Auditor to:

'DRAFT Code of Audit Practice for Local Government Bodies NI 2016
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prepare a concise, high level code applicable to the audit of all local government
bodies within the local government audit model established by legislation;

provide a clear framework for auditors to meet the statutory duties;

ensure that the Code does not quickly become out of date as the regulatory

environment continues to evolve; and

adopt a flexible approach that is responsive to sector developments and to the

specific risks identified.

As has been the case, it follows that the amount of work required to perform a good
quality audit may increase or decrease in response to the individual circumstances of
each local government body. This is something on which the audited body is likely to
have a view and auditors should discuss the audit approach with the audited body.
Ultimately, though, this must be a matter for the auditors’ independent, professional
judgement. A

DRAFT Code Qf' Audit Practice for Local Government Bodies NI 2016



Chapter One

Status of the Code, scope and general principles

1.1 This chapter covers the status of the Code, provides details on its application and
sets out principles which will underpin the conduct and work of the Local

Government Auditor in discharging his/her statutory duties.

Status of the Code

1.2 fhe Local Government Auditor is required to prepare the Code under Article 5(3)

| of the Order and to lay it before the Northern Ireland Assembly for approval. The
Code was laid before the Northern Ireland Assembly on [XX] March 2016 and
comes into effect from 1 April 2018. It replaces the Code that has been in effect
from 1 April 2011.

1.3 The Code applies to the audit of all local government bodies in relation to their
financial statements from the financial year 2015-16 onwards and until the Code

is replaced; and

1.4  The Code also applies to the audit and assessment of councils’ performance
improvement duties. These duties were to be phased in over three years and

began in the financial year 2015-16.

Scope of the Code

1.5  The Code prescribes the way in which the Local Government Auditor, as outlined
in Article 4* of the Order, should carry out his/her functions under the Order and
the Act. As with any code that attempts to cover a wide variety of circumstances,
the application of the Code in any particular case will depend on the specific
circumstances, any relevant supplementary guidance and on the Local -
Government Auditor's assessment of what is reasonable and appropriate in
those circumstances. All the provisions of the Code are to be read and applied

with that necessary qualification.

* As amended by the Local Government Act (Northern Ireland) 2014.
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Principles

Wider Scope

1.6

1.7

Because of the special accountabilities attached to public money and the conduct
of public business, the scope of external audit in local government is extended to

cover not only the truth and fairness of the financial statements, but also:

e arrangements for securing economy, efficiency and effectiveness in the use

of resources; and

+ arrangements to secure continuous performance improvement in the exercise

of its functions.

The Local Government Auditor does not act as a substitute for the audited body’s
own responsibility for putting in place proper arrangements to ensure that public
business is conducted in accordance with the law and proper standards, and that
public money is safeguarded, properly accounted for and used economically,

efficiently and effectively.

Integrity, objectivity and independence

1.8

1.9

Auditors should carry out their work with integrity, objectivity and independence.
This should be done in accordance with the ethical standards for auditors set by
the Financial Reporting Council, and any additional requirements set out by the
International Federation of Accountants, and the International Organisation of
Supreme Audit Institutions. Auditors are also su bject to the ethical codes of their
professional institutes - such as the Chartered Institute of Public Finance and

Accountancy and Chartered Accountants Ireland.

Auditors exercise their professional judgement and act independently of both the
Department and the audited body. Auditors should be, and should be seen to be,
impartial and independent. Accordingly, they should not carry out any other work
for an audited body, if that work would impair their independence in carrying out
any of the Local Government Auditor’s statutory duties, or might reasonably be

perceived as doing so.
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Transparency and public reporting

1.10

The Local Government Auditor has a range of means at his/her disposal, set out
in the relevant legislation, by which his/her findings may be reported publically.
The Local Government Auditor should report on a timely basis without fear or
favour, using his/her professional judgement on the most appropriate and

effective means of reporting.

Professionalism and proportionality

1.1

1.12

113

Auditors should carry out their work in compliance with the requirements of the
Code which itself requires compliance, where applicable, with relevant
professional standards issued by the Financial Reporting Council and relevant
quality control standards. The work should be risk-based and proportionate. It
should be designed to meet the Local Government Auditor’s statutory
responsibilities, with auditors applying their professional judgement to tailor their
work to the circumstances in place at the audited body and the audit risks to
which they give rise. Auditors shouid ensure that each audit is conducted

economically, efficiently, effectively and in as timely a way as possible.

In carrying out their work, auditors should exercise professional scepticism. They
should obtain and document such information and explanations as they consider
necessary to provide sufficient, appropriate evidence in support of the Local
Government Auditor’s judgments. Auditors should meet the requirements of the -
legislation, the Code and, where applicable, professional standards.

There may be circumstances in which it appears to the auditor that aspects of the

Code need to be applied in a certain way in order to meet the specific
circumstances of certain bodies, for example smaller local government bodies
because of the nature of their business or the relatively small amounts of public
money that they control. In such circumstances auditors will apply their

professional judgement.

Coordination and integration

1.14

Local government bodies can operate, commission and deliver services in a

range of partnerships and other forms of joint working or contracts with other
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1.16

public, private or third sector bodies. In meeting his/her statutory duties the Local
Government Auditor should consider how best to obtain assurance over such

arrangements.

Auditors should establish effective co-ordination arrangements with internal audit

and seek to place reliance on the wark of internal audit whenever possible.

Auditors should adopt an integrated approach, where the knowledge gathered
and work carried out in support of each of the Local Government Auditor’s
statutory and reporting obligations informs his/her judgments and conclusions as

a whole.

Constructive approach

1.17

Auditors should adopt a constructive and positive approach to their work. They
should share and discuss the audit plan at an early stage with the audited body.
Auditors in their support and encouragement of worthwhile change should
consider carefully the practical and resource implications for the audited body

when framing recommendations arising from the audit.

Data Security and Confidentiality

1.18

Auditors should familiarise themselves and comply with statutory and other
relevant requirements relating to the security, transfer, holding, disclosure and
disposal of data, particularly personal data received or obtained during the

course of their audit work.
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21

2.2

23

24

25

26

Chapter Two

Audit of the financial statements

This chapter sets out how the Local Government Auditor's statutory duties in
respect of the audit of the financial statements of local government bodies are
addressed and are set out in Schedule 1 of this Code.

The auditor of a body that meets the qualifying conditions of a smaller body
should apply modified procedures as set out in Chapter Seven of the Code.

Responsibilities of the audited body

The specific responsibilities of audited bodies regarding the production and
reporting of financial statements and other information depend on relevant
legislation, regulations and any other requirements that may be placed upon
them. All audited bodies are expected to have effective corporate governance
arrangements to deliver their objectives. To this end, the publication of the
financial statements, are an essential means by which an audited body accounts

for its stewardship and use of public money at its disposal.

The precise form-and content of the audited body’s financial statements, and any
additional schedules or returns for consolidation purposes, should reflect the.
requirements of the relevant accounting and reporting framework in place for that
particular type of audited body and any additional guidance issued in support of

the accounting and reporting framework.

The audited body may also be required to prepare a return fo facilitate the
preparation of HM Treasury’s Whole of Government Accounts.

Responsibilities of the Local Government Auditor

To meet the duties in respect of the audit of the financial statements, auditors
should comply with auditing standards currently in place, as may be amended
from time to time, having regard to any other relevant guidance and advice

issued by the Financial Reporting Council, including Ethical Standards.
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2.7

2.8

Auditors should undertake work to support the provision of the Local Government
Auditor’s audit report to the audited body. In respect of the audit of the financial
statements the Local Government Auditor’s report should include the following

components:

Opinion on the audited body’s financial statements

whether the financial statements give a true and fair view of the financial
position of the audited body and its expenditure and income for the year in

question; and

whether the financial statements have been prepared properly in accordance
with the relevant accounting and reporting framewaork as set out in legislation,

applicable accounting standards or other direction.
Opinion on other matters
whether other information published together with the audited financial

statements is consistent with the financial statements; and

where required, whether the part of the remuneration report to be audited has
been properly prepared in accordance with the relevant accounting and

reporting framework.

Opinion which can be reported by exception

There is a wide range of matters, which can be reported by exception and these

are outlined in Schedule 2 of the Code.

Other information published together with the audited financial statements covers

material that the audited body chooses, or is required to provide, alongside its
financial statements, for example the annual governance statement. in reading
the information given with the financial statements, auditors should take into -
account the knowledge of the audited body, including that gained from carrying
out audit work in relation to the body’s proper arrangements for securing
economy, efficiency and effectiveness in its use of resources and performance

improvement.
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3.1

3.2

3.3

34

Chapter Three

The Local Government Auditor’s work on
economy, efficiency and effectiveness

This chapter addresses the Local Government Auditor’s statutory duties in respect
of the audited body's proper arrangements to secure economy, efficiency and
effectiveness in the use of its resources. It also outlines the Local Government
Auditor's statutory power in relation to the undertaking of comparative and other
studies of local government bodies designed to lead to improvements in economy,
efficiency and effectiveness in the provision of services. Details of these duties are

set out in Schedule 1 of this Code..

Responsibilities of the audited body

Local government bodies are required to maintain an effective system of internal
control that supports the achievement of their policies, aims and objectives while
safeguarding and securing value for money from the public funds and other
resources at their disposal. |t is their responsibility to put in place proper
arrangements to secure economy, efficiency and effectiveness in its use of
resources and to ensure proper stewardship and governance, and regularly to

review the adequacy and effectiveness of them.

As part of the material published in the governance statement within its financial
statements, the audited body is required to bring together commentary on its

governance framework and how this has operated during the period.

In preparing its governance statement, the audited body will tailor the content to
reflect its own individual circumstances, consistent with the requirements of the
relevant accounting and reporting framework and having regard to any guidance
issued in support of that framework. This should include a description of the
arrangements for ensuring that its functions and services are delivered in a
manner which represents the best use of resources, having regard to a

combination of economy, efficiency and effectiveness.
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3.5

3.6

3.7

3.8

39

Responsibilities of the Local Government Auditor

The Local Government Auditor has a statutory responsibility to satisfy
himself/herself that the audited body has put in place proper arrangements to

secure economy, efficiency and effectiveness in its use of resources.

In meeting this responsibility auditors should ensure that sufficient work is
undertaken to be able to satisfy themselves as to whether, in their view, the
audited body has put proper arrangements in place that support the achievement
of value for money. In carrying out this work, the auditors are not required to
satisfy themselves that the audited body has achieved value for money during the
reporting period. However, should evidence of poor value for money come to
auditor's attention during the course of an audit, they should consider the

implications of this for their work.

The auditors’ work should be underpinned by consideration of what proper
arrangements the audited body is expected to have in place. This should be
based on any relevant requirements, guidance and good practice in the areas that

they decide to review.

Auditors should take into account their knowledge of the local government sector
as a whole, and the audited body specifically, to identify anyArisks that, in their
judgement, have the potential to cause the Local Government Auditor to reach an
inappropriate conclusion on the audited body's proper arrangements. An
understanding of the sector includes the relevant regulatory framework, which may

influence the auditors’ assessment of the risk.

The auditors’ work should be designed to enable the Local Government Auditor to
form a view of the arrangements management has made and report his/her
conclusion to those charged with governance that the audited body has (or has

not) put in place proper arrangements to secure value for money through

economic, efficient and effective use of its resources for the relevant financial year.
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3.10 In addition, the Local Government Auditor may and, if required by the Department,
undertake comparative and other studies designed to enable him/her to make
recommendations for improving economy, efficiency and effectiveness in the

provision of services by local government bodies.



Chapter Four

The Local Government Auditor's work on
performance improvement

4.1 This chapter describes how the Local Government Auditor will exercise his/her

functions relating to the performance improvement duties of councils and are set
out in Schedule 1 of this Code.

Responsibilities of the audited body

4.2 Councils have a general duty to make arrangements to secure continuous

improvement in the exercise of their functions and to set improvement objectives

for each financial year. Councils will be required to gather information to assess

improvements in their services and to issue a report annually on their performance

against indicators which they have either set themselves or that have been set by

Departments. Councils’ performance improvement plans and the arrangements

made to deliver on those plans, will be audited by the Local Government Auditor.

Responsibilities of the Local Government Auditor

4.3 As directed by the Department, the Local Government Auditor has a statutory

responsibility for each financial year to determine and report on whether:

a council has discharged its duties in relation to improvement planning,
published the required improvement information and the extent to which the
council has acted in accordance with any guidance issued with the
Department in relation to those duties; and

a council is likely to comply with its statutory requirements to make
arrangements to secure continuous improvement in the exercise of their

functions.
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‘ 4.4 To discharge his/her functions the Local Government Auditor will:
s undertake improvement information and planning audits, to ascertain
whether a council has discharged its duties for publishing improvement

planning and performance information;,

e carry out improvement assessments, to determine whether a council is likely
to comply with its statutory requirements to make arrangements to secure

continuous improvement in the exercise of their functions; and
» report on improvement audit and assessment work.

4.5 The Local Government Auditor will exercise his/her improvement audit and
assessment functions:

* consistently between councils;

¢ proportionately so as not to impose an unreasonable burden on councils;

and

» with a view to assisting councils to comply with their duties in relation to

securing continuous improvement.

4.6 In certain circumstances, the Local Governﬁent Auditor may decide, or be
requested by the Department, to carry out special inspection of a council’s

compliance with its duties in relation to securing continuous improvement.

4.7 Each year when carrying out performance improvement assessments, auditors
will assess whether councils have given due regard to sustainability and other
aspects of improvement into account in their arrangements to secure continuous

improvement.

4.8 If the Local Government Auditor thinks it appropriate in the light of a performance
improvement audit, assessment or special inspection, he/she may make
recommendations to the Department to provide assistance to a council or to give it
a direction. The Local Government Auditor will clearly outline the rationale for
making such recommendations, based on improvement audit, assessment or

inspection findings.
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Chapter Five

Reporting the results of the Local Government
Auditor’s work

5.1 This chapter addresses the Local Government Auditor’s statutory duties for
reporting the results of the audit as summarised within Schedule 1 of this
Code.

5.2 The Local Government Auditor should report the results of his/her work using
a range of outputs at the appropriate point in the audit process as set out

below:
Planning the audit

e an audit planning document — sets out how the Local Government Auditor
intends to carry out his/her duties in respect of the annual accounts in
~accordance with auditing standards. In addition to planned work on the

audit of the annual accounts, the audit planning document should
encompass the auditor's planned work to meet their duties in respect of:

o the audited body's arrangements to secure value for money
through the economic, efficient and effective use of its resources;

and

o to secure continuous improvement in the exercise of their -
functions and to set improvement objectives for each financial

year.

Auditors should discuss their risk assessment and planned approach
as set out in the audit planning report with management and those

charged with governance.



Back to Agenda

Completion of audit fieldwork

+ areport to those charged with governance- the report should
communicate to the audited body more detailed matters arising from all
audit work performed in the year. The report will include those additional
points which the auditor views as offering the Chief Financial Officer the

opportunity to improve the management of the audited body.
Conclusion of the audit

= an audit report — the audit report should cover the results of the auditor ’s
work on the annual accounts as set out at paragraphs 2.5 to.2.9 of the .
Code. The audit report should also include, by exception, any repott by
the Local Government on a range of additional matters as appropriate.

+ audit completion certificate — the Local Government Auditor should certify
the completion of the audit. This usually forms part of the audit report.
The effect of the certificate is to close the audit. This marks the point
when the Local Government Auditor’s responsibilities in respect of the
audit of the period covered by the certificate have been discharged. There

. may be occasions when the Local Government Auditor is able to issue
the audit report, but cannot certify completion of the audit as certain, non-

" material issues remain outstanding. In such circumstances, the Local
Government Auditor should consider whether to issue his/her audit report
ahead of certifying closure of the audit.

« an annual audit letter — the annual audit letter should provide a clear,
readily understandable commentary on the results of both the financial
statement audit and the work on proper arrangements. It should also
highlight any issues that the Local Government Auditor wishes to draw to
the attention of the public. The Local Government Auditor should issue

the annual audit letter as soon as possibie after he/she has certified that
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the audit is complete.’ It is the responsibility of the council to publish the

annual audit letter.

+ audit and assessment report — will be issued to the Chief Executive of
each council and the Department. The report will state whether the Local
Government Auditor believes that the council is likely to comply with the
statutory duty to make arrangements to secure continuous improvement
during the current financial year, he/she may also comment on whether

the authority is likely to comply in subsequent years.

s annual improvement reports - the Local Government Auditor will publish
an annual improvement report on each council which summarises all of

the work done in relation to the performance and improvement duties.

Any stage during the audit

5.3 Auditors may progress the actions and outputs identified below at any stage

during their work:

e communication on specific elements of their work — auditors should
maintain regular communication with the audited body to ensure that
emerging findings are raised on a timely basis in the form, and at the level
within the audited body, they judge appropriate.

e reports in the hublic interest — the Local Government Auditor should
consider whether, in the public interest, hefshe should report on any
matter that comes to his/her notice so that it is brought to the attention of
the audited body and the public:

o when preparing and issﬁing reports in the public interest, the Local
Government Auditor should tailor his/her approach to the urgency
and significance of his/her concerns. The Local Government
Auditor should make a report during the audit if he/she considers

5 Publication of the annual audit letter by a local government body is a statutory requirement under the Local Government (Accounts and Audit) Regulations
(Northern Ireland) 2013, Part 5, section 7. .



the matter is sufficiently important to be brought to the attention of

the audited bady or the pubiic as a matter of urgency;

o if the Local Government Auditor issues a report in the public
interest, this should be referred to in the audit report and the

annual audit letter.

written recommendations — the Local Government Auditor should
consider whether to use the powers the Order provides to make written
-recommendations to the audited body which need to be considered by
the body and responded to publicly. Where the Local Government Auditor
considers it necessary to make such recommendations, these can be
made during or at the end of the audit and can be included, where
relevant, within other written outputs from the audit ( including the audit
report) or they may be the subject of a specific report to the a‘udited body.

special investigations - if the Local Government Auditor is of the opinion
that a council may fail to comply with its performance improvement duties,
or if the Department directs the Local Government Auditor to carry out an
inspection, then the Local Government Auditor may carry out a special
inspection of the council. Such inspections may relate to some or all of a
council's functions. Before deciding whether to inspect, the Local

Government Auditor must consult the Department.
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6.1

6.2

6.3

6.4

Chapter Six

The Local Government Auditor’'s additional powers
and duties

This chapter addresses the Local Government Auditor’s use of certain additional
powers and duties as summarised in Schedule 1.

In exercising any of the additional powers and duties the Local Government
Auditor should tailor his/her approach to the particular circumstances of the

matters under consideration.

Whére any representations are made to the Local Government Auditor or relevant
matters otherwise come to his/her attention, the Local Government Auditor should
consider whether the matter needs investigation and action under these additional
powers and duties or whether it can be considered more effectively within planned
work programmes and reporting arrangements under the Local Government
Auditor’s other audit engagement responsibilities.

In considering whether to exercise any of his/her additional powers and duties, and
in determining the time and resource to be spent on dealing with matters that come
to their attention, the Local Government Auditor should consider the relevant

requirements of the Order and:

» the significance of the subject matter;
» whether there is wider public interest in the issues raised;

« whether the substance of the matter has been considered previously by
the Local Government Auditor;

« the costs of dealing with the matter, bearing in mind that these are borne

by the taxpayer; and
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 in the case of objections, the rights of both those subject to objection and

of the objector.



7.1

72

7.3

Chapter Seven

Smaller local government bodies

This Chapter sets out the approach to be adopted for the audit of smaller local
government bodies. Smaller local government bodies are defined in the Local
Government (Accounts and Audit) Regulations (Northern Ireland) 2015 (the
Regulations) as:

« A committee of a council for which accounts are separately kept;
¢ A joint committee of two or more councils; or
¢ A local government body which-

o Is an established body, which meets the qualifying condition for the
year concerned and for either of the two preceding years;

o s a newly established body, which meets the qualifying condition
for its first year.

Responsibilities of the smaller local government
body

A smaller local government body should prepare a statement of accounts each
year in accordance with proper accounting practices, the regulations and in the
form directed by the Department. The form of the statement of accounts is
determined by the Department.

Responsibilities of the local government auditor
(smaller local government bodies)

The Local Government Auditor's approach for the audit of smaller government
hodies will be confirmed when the Department issues its direction in accordance

with the regulations. The approach to the audit will be determined taking due
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consideration of the principles within this code and particularly consideration of

proportionality.



8.1

8.2

8.3

8.4

8.5

Chapter Eight

The Local Government Auditor’s rights of access
to third parties

' This section sets out how the Local Government Auditor fulfils the statutory

function which relates to access to third parties, as summarised in Schedule 1.

The Code aims to ensure that the statutory access rights provided to the auditors,
to documents which are held by third pariies and relate to local government
bodies, are exercised in the same professional manner as access rights provided
to documents held by local government bodies. This is to ensure that sufficient
information is obtained for the purposes of the examination being undertaken
without placing unnecessary burden on those subject to access.

The Code concerns the relations between the auditors, third parties that are

subject to their right of access, and local government bodies.
Notification

Auditors will normally consult local government bodies on their intention to
exercise statutory access rights to documents held by third parties. The need for
consultation may not apply in exceptional circumstances (see under Exceptional

circumstances below).
Explanation of work

Auditors will explain the basis of the decision to exercise their right of access to
decuments held by third parties, set out the purpose and scope of the intended
examination, and consider comments from the third party and the local

_ government body. This will include cases where the Department or the Local

Government Auditor has statutory powers to undertake comparative and other
studies to enable him/her to make recommendations for improving economy,
efficiency and effectiveness in the provision of services by local government

bodies.
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8.6

8.7

8.8

8.9

Purpose of Access

This Code makes clear that:

« statutory access to third party documents is needed to enable the Local
Government Auditor to carry out any of his/her statutory duties, including
comparative and other studies when required by the Department or the

Local Government Auditor to undertake this work;

¢ Auditors access will be limited to papers and records which relate to the

local government body, not to the business of the third party; and

e the Local Government Auditor will not be seeking to conduct a study of

the business of the third party.

Extent of work

Auditors apply professional auditing standards and professional judgement when
determining the level of work necessary to complete an investigation. In doing so,
the auditors seeks to use the most efficient techniques to obtain the evidence
required and minimise the impact on the body concerned. Where possible, the
auditor will place reliance on relevant work completed by other parties — for
example, by working with or making use of the work of internal audit, or other

auditors.

The Local Government Auditor anticipates no significant increase in the overall

volume of existing ocal government audit work from the exercise of such rights.

Facilitation of access

Third parties will provide auditors, at all reasonable times, access to all such

documents as they may reasonably require.
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8.10

8.11

8.12

8.13

Reporting back

Auditors will inform the third party and the local government body of the results of
his/her work within a reasonable period of completion and take into account

comments on factual accuracy and fair presentation.
Resolution of issues

Local government bodies, that have issues with the exercise of the statutory
access rights to documents held by third parties, should seek to resolve them with
their auditor. VWWhere a third party which has been subject to access has concerns
about the approach taken it will similarly be able to discuss such concerns with the

auditor.
Exceptional circumstances

There may be exceptional circumstances that will override the arrangements set

out above, such as alleged fraud or impropriety.

Restrictions on disclosure of information by the Local

Government Auditor

Article 27 of the Order places restrictions on the Local Government Auditor with
regards the disclosure of information obtained relating to third parties during the

course of his/her statutory work.
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The Local Government Auditor’s statutory responsibilities in relation

to local government bodies

Schedule 1 aims to provide an accessible view of the Local Government Auditor’s

responsibilities. To achieve this, the schedule summarises (rather than reproduces)

relevant sections of both the Order and the Act. The schedule is not intended to be a

substitute for consideration of the detailed requirements of either.

OV 1€
Audit scope

To be satisfied that the accounts comply with statutory
requirements

To be satisfied that proper practices have been observed in
compiling the accounts.

To be satisfied that proper arrangements have been made for
securing economy, efficiency and effectiveness in the use of
resources.

To be satisfied that a council has discharged its performance
To determine whether a council is likely to comply with its

performance improvement duties in the financial year and in
subsequent financial years.

improvement duties and acted in accordance with any guidance.

Article 6(1)(a)(b) Local
Government (Northern Ireland)
Order 2005

Article 6(1)(c) Local Government
(Northern Ireiand) Order 2005

Article 6(1)(d) Local Government
(Northern Ireland) Order 2005

Section 93 Local Government
(Northern Ireland) Act 2014

Section 94 Local Government
(Northern treland) Act 2014
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To comply with the Code of Audit Practice prepared by the Local
Government Auditor and approved by the Northern Ireland
Assembly.

To consider whether, in the public interest, to report on any matter
that comes to the attention of the auditor so that it may be
considered by the body concerned or brought to the attention of
the public.

To certify the completion of the audit.

To express an opinion on the accounts.

To consider whether a written recommendation should be made to
the audited body requiring it to be considered and responded to
publicly..

To issue an ‘audit and assessment report’ each financial year in
respect of each council certifying whether a council has
discharged its performance improvement duties and acted in
accordance with any guidance. In addition, the report will include
a statement from the Local Government Auditor stating whether or
not he/she believes that the council is likely to comply with its
performance duties.

To publish an ‘annual improvement report’ in relation to each
council which summarises or reproduces the Section 95 report
and the results of any special inspection work

Article 6(2) Local Government
(Northern Ireland) Order 2005

Article 9 Local Government
(Northern Ireland) Order 2005

Article 10(1)(a) Local Government
(Northern Ireland) Order 2005
Article 10(1)(b) Local Government
(Northern Ireland) Qrder 2005

Article 12(2) Local Government
(Northern Ireland) Order 2005

Section 95 Local Government
(Northern Ireland) 2015 Act

Section 97 Local Government
(Northern Ireland) 2015 Act
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Additional powers and duties

Each year, prepare a report as to the exercise of the Local
Government Auditor's functions and send a copy of the report to
each council and the Department.

To give interested persons the opportunity to raise questions with
the auditor about the accounts and for the Local Government
Auditor to consider and decide upon objections received in
relation to the accounts.

To consider whether to apply to the court for a declaration that an
item of account is contrary to law.

To consider whether there has been a loss or deficiency caused
by a failure to account or wilful misconduct.

To consider whether to make an application for judicial review.

To perform an extraordinary audit of the accounts of any local
government body if, at any time, it is directed by the Department.

To audit the accounts of a local government officer where that
officer is in receipt of money or other property on behalf of a local
government body or for which he/she ought to account to that
body.

To make arrangements, if so required by a local government
body, for certifying claims, returns or accounts in respect of
certain grants or subsidies.

To undertake comparative and other studies designed to enable
him/her to make recommendations for improving economy,
efficiency and effectiveness in the provision of services by local
government bodies and to publish the results and
recommendations.

Article 4 Local Government
(Northern Ireland) Order 2005

Articles 17 and 18 Local
Government (Northern Ireland)
Order 2005

Article 19 Local Government
(Narthern Ireland) Crder 2005

Article 20 Local Government
(Northern Ireland) Order 2005

Article 21 Local Government
(Northern Ireland) Order 2005

Article 22 Local Government
(Northern Ireland) Order 2005

Article 23 Local Government
(Northern Ireland) Order 2005

Article 25 Local Government
(Northern Ireland) Order 2005

Article 26 Local Government
(Northern Ireland) Order 2005

Access rights

To have access at all reasonable times to every document relating
to a local government body.

To restrict disclosure by the Local Government Auditor of
information cbtained during the course of their work to third
parties. :

Article 7 Local Government
(Northern Iretand) Crder 2005

Article 27 Local Government
(Northern Ireland) Order 2005
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Schedule 2

Audit report: Inclusion of additional matters by
exception

Schedule 2 aims to provide an accessible view of the Local Government Auditor's
responsibilities in relation to a wide range of matters which can be reported by
exception. To achieve this, the schedule summarises (rather than reproduces) relevant
sections of the Act and Departmental guidance. The schedule is not intended to be a

substitute for consideration of the detailed requirements of either.

If the Annual Governance Statement does not reflect compliance with proper practices, as
required by the Department. '

Matters reported in the public interest under Article 9 of the Local Government (Northern Ireland)
Order 2005. ’

Any recommendations made to the audited body under Article 12 of the Local Government .
(Northern Ireland) Order 2005.

Application to the High Court for a declaration that an item of account is contrary to law under
Article 19 of the Local Government (Northern Ireland) Order 2005.

Certification of a loss caused by a failure to account or willful misconduct under Article 20 of the
Local Government (Northern Ireland) Order 2005.

Application for judicial review under Article 21 of the Local Government (Northern Ireland) Order
2005.




Glossary

Term Definition
A i Accounting standards are authoritative statements of how
ccounting transactions and balances are to be recognised, measured,
standards presented and disclosed in financial statements.
The Local Government (Northern Ireland) Act 2014
Act ‘the’ ( )

Annual audit letter

Report issued by the Local Government Auditor to an audited body,
which summarises the audit work carried out in the period, the Local
Government Auditor’s opinions or conclusions (where appropriate)
and significant issues arising from his/her work.

Annual
governance
statement

The Order requires local government bodies to ensure that their
financial management is adequate and effective and that it has a
sound system of internal controt. It provides that a local government
body shall conduct a review each financial year on the effectiveness
of its system of internal control and that a statement shall be
prepared in accordance with proper practices. The Department of
Environment in Circular LG/04/08 has defined proper practices for a
statement of internal control as the Annual Governance Statement
prepared in accordance with CIPFA’s Delivering Good Governance in
Local Government: Framework (2007) and Addendum (2012).

Annual report

The annual report describes the aims and achievements of an
audited body during a particular year. While not required to do so,
local government bodies may provide an annual report alongside
their financial statements.

Audited body

A body ta which the Department of the Environment is responsible for
assigning the local government auditor, comprising both the
members of the body and its management (the senior officers of the
body). Those charged with gevernance are the members of the
audited body. (See also ‘members’ and ‘those charged with
governance').

This term includes the terms ‘auditor’ and ‘auditors’ collectively to:”

Auditor(s)
- the Local Government Auditor;
- employees of the Northern Ireland Audit Office; and
- any person who provides audit services to the NIAO.
Auditi Standards, issued by the Financial Reporting Council, which the
uditing Local Government Auditor is required to comply with when
standards

conducting an audit of the financial statements.
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Term Definition
The Code of Audit Practice issued by the Local Government Auditor
Code (the) and approved by the Northern Ireland Assembly.

Consolidated

Financial statements of a group in which the assets, liabilities,
reserves, income, expenses and cash flows of the parent and its

| accounts subsidiaries are presented as those of a single economic entity.
The system of structures, rights, duties and obligations-by which
Corporate organisations are directed and controlled.
governance

The Department

The central government Department with statutory responsibilities to
regulate the external audit of local government bodies in Northern
Ireland and to promote improvement in the provision of services by
local government bodies.

Ethical Standards

Standards issued by the Financial Reporting Council that contain
basic principles that apply to the conduct of audits and with which
external auditors are required to comply, except where otherwise
stated in the standard concerned.

External audit

The audit of the accounts of an audited body, which comprises the
audit of the financial statements and other work to meet the Local
Government Audit's statutory responsibilities under the Local
Government {Northern Ireland) Order 2005. In addition, it includes
performance improvement audits and assessments under Part 12 of
the Local Government (Northern Ireland) Act 2014.

Financial
Reporting Council
(FRC)

The body responsible in the UK for issuing auditing standards, ethical
standards and other guidance to auditors. Its objectives areto
establish high standards of auditing that meet the developing needs
of users of financial information and to ensure public confidence in
the auditing process.

Financial
statements (also
see Statement of
Accounts)

The financial statements or Statement of Accounts in the prescribed
form.

Internal audit

Internal audit is an assurance function that primarily provides an
independent and objective opinion to the organisation on the control
environment comprising risk management, control and governance
by evaluating its effectiveness in achieving the organisations
objectives. Local government bodies are required to have an internal
audit function.
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Term

Definition

Local government
bodies

A council, a committee of a council for which accounts are separately
kept, or a joint committee of two or more councils (as defined in
Article 3(2) of the Order).

The elected or appointed members of local government bodies who

Members are responsible for the overall direction and control of the audited
body. (See also ‘those charged with governance’ and ‘audited
body"). :

Northern Ireland Audit Office.

NIAO
The Local Government (Northern Ireland) Order 2005

Order (the) ( )

\ Privately owned audit firms and companies who have been

Ff""’ate supply contracted to supply audit services and/or resources on behalf of the

firms Local Government Auditor.

Professional
standards

In the context of the Code, professional standards comprise auditing,
standards, ethical standards and quality standards — these are
defined in this glossary.

Quality control

-| standards

International Standard on Quality Control 1 issued by the
International Auditing and Assurance Standards Board) IAASB or any
other relevant standards with which the Local Government Auditor is
required to comply.

Regulations

Secondary legislation made by the Department of the Environment
using powers conferred by the Northern Ireland Assembly.

Report by exception

Reporting only when information or the results of the Local
Government Auditor's waork is materially inconsistent with his/ner
understanding of the body or the requirements placed on the body.

Should

The Code of Audit Practice has been approved by the Northern
Ireland Assembly. It has the status of secondary legislation and the
Local Government Auditor's compliance with the Code is mandatory.
The use ‘should' highlights a specific requirement placed on the Local
Government Auditor within the Code.

Studies for
improving
economy,
efficiency and
effectiveness

Under Article 26 of the Order, the Local Government Auditor may
and, if required by the Department, shall, carry out ‘value for money’
studies in local government, to enable his/her to make
recommendations for improving economy, efficiency and
effectiveness in the provision of services by local government bodies.
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Term

Definition

Statement of
accounts (also see
Financial
Statements)

The annual statement of accounts or financial statements in the
prescribed form.

Third Sector

The third sector includes voluntary and community organisations,
social enterprises and cooperative and mutual organisations.

Those charged with '

governance

The persons with responsibility for overseeing the strategic direction
of the entity and obligations related to the accountability of the entity.
This includes overseeing the financial reporting process.

Value for money

Making the best use of resources through:

= Economy — minimising the cost of resources used or
required;

s Efficiency — obtaining an optimal relationship between the
resources used and the outputs/impacts achieved; and

+ Effectiveness — achieving alignment between intended and
actual outcomes.

Whole of
Government
Accounts

The Whole of Government Accounts (WGA) are the consolidated
financial statements for the whole of the United Kingdom public
sector, showing what the United Kingdom government spends and
receives and what it owns and owes. :

Back to Agenda



Annex B
Background information and consultation questions

Background information

The Local Government (Northern Ireland) Order 2005 (the Order) included revised audit
and accounts provisions for local government bodies in Northern Ireland. These brought

‘the responsibilities of local government bodies in Northern Ireland, and the local

government auditors {now referred to as the Local Government Auditor) designated to
audit these bodies, broadly into line with arrangements that exist in England and Wales.
Similar legislative provisions were introduced in England with the Audit Commission Act
1998, and in Wales with the Public Audit (Wales) Act 2004.

Since then the arrangements in England have been revised by the Local Audit and
Accountability Act 2014 and in Wales by the Public Audit (Wales) Act 2013. In Northern
ireland the Order remains in place following some minor revisions introduced by the
Local Government {Northern Ireland) Act 2014 (the Act). The Act also widened the
statutory responsibilities of the Local Government Auditor to include performance
improvement audits and assessments relating to the eleven new Councils. In addition.
the Local Government (Accounts and Audit) Regulations (Northern Ireland) 2015 (the
Regulations) introduced and defined smaller local government bodies.

Section 5 of the revised Order includes a requirement that “the local government auditor
shall prepare, and keep under review, a code of audit practice prescribing the way in
which the functions of the local government auditor.....are to be carried out” under this
Order. The Code of Audit Practice (the Code) must embody “what appears fo the local
government auditor to be best professional practice with respect to the standards,

- procedures and techniques to be adopted by the local government auditor”. The Order

outlines that the Code does not come into force until approved by the Northern Ireland
Assembly and that the Assembly’s continued approval of the Code will be sought at
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intervals of no more than five years. Under the Order, the first Code was prepared in
2006 and revised in 2011.

In additiont the Order requires the Local Government Auditor, before preparing or altering

the Code, to consult district councils and, as seems appropriate:

i. associations or bodies representative of district councils
i associations or bodies representative of officers of councils

iii. bodies of accountants;

iv. other bodies or persons

In accordance with the requirements set out in the Order the Local Government Auditor
has prepared a draft Code on which she is consulting formally. The draft Code is at

Annex A and a list of consultees is at Annex C.

Consultation questions

When answering the consultation questions it wéuld be very helpful if you could also
provide additional explanation and detail. This will help us to understand the basis for

your answers and inform finalisation of the Code.

Please do not feel that you need to respond to all of the consultation questions set out in
this document: we welcome brief or partial responses addressing only those issues

where you wish to put forward a view.

Prefaqe

The preface to the Code aims to provide a clear articulation of the Local Government
Auditor's responsibilities, together with information about the Code’s purpose and
characteristics. The Code is principles-based, though tailored where necessary to
reflect the differing auditing duties and reporting requirements placed upon auditors.

Question 1 — Is there any further information that you consider should be included within

the preface to the Code?
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Question 2 — Do you agree that the Code should be struck at a principles-based level?

Question 3 — Do you agree with the proposed structure and content of the Code?

Chapter One — Status of the Code, scope and general principles

Chapter One of the draft Code clarifies its status, provides details on its scope and sets

out some general principles that auditors should apply when approaching their work.

The general principles are characteristics and behaviours that the Local Government

Auditor consider are reasonable to expect from auditors of a local government body.

The Code of Audit Practice will take effect from 1 April 2016. The first audit
engagements to be carried out under its requirements will be for the financial year

2016-17. 2015-16 audits will be carried out under the reguirements of the existing Code.

Question 4 — Does Chaptér One of the draft Code provide a clear description of the
status and scope of the Code? If you think it could be improved, please provide details.
Question 5 — Does Chapter One of the draft Code identify the correct general
principles? Please provide details if you think that additional principles are required or if

you consider that any of the principles identified in Chapter One are inappropriate.

Chapter Two — Audit of the financial statements

Chapter Two of the draft Code addresses the Local Government Auditor's statutory

duties in respect of the audit of the financial statements. It also sets out the respective

responsibilities of the audited body and of the auditor. The chapter is brief, reflecting the:

fact that professional auditing standards covering the requirements of an audit of
financial statements are already in place, and hence the need for additional material is

limited.

Question 6 — Does Chapter Two of the draft Code address clearly the Local
Government Auditor’s statutory duties in respect of the audit of financial statements? If

you think it could be improved, please provide details.
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Chapter Three — The Local Government Auciitor’s work on economy,
efficiency and effectiveness

Chapter Three of the draft Code addresses the Local Government Auditor’s statutory
duties in respect of the audited body’s proper arrangements to secure economy,
efficiency and effectiveness in the use of its resources. While there are no
profession-widé standards setting out how this kind of work should be completed, the
approach set out in the draft Code builds on the accumulated knowledge and experience

from previous practice.

The legislative requirement placed on the Local Government Auditor by the Local
Government (Northern Ireland) Order 2005 is to be satisfied that the audited body
“...has made proper arrangements for securing economy, efficiency and effectiveness in

. its use of rescurces”.

The way in which the Local Government Auditor discharges these responsibilities has
remained consistent over time. The draft Code sets out the respective responsibilities of
the audited body and the auditors. It requires auditors to consider, in carrying out their

work:

. the audited body's disclosures around its own arrangements, in the annual
governance statement and in any additional reporting;

. the evidence that arrangements have operated as expected,;

. the evidence aobtained from the auditor's other work;

. the work of third paﬁies; and |

. any other evidence source the auditor considers appropriate.

The chapter also sets out that the Local Government Auditor may and, if required by the
Department, undertake comparative and other studies designed to enable him/her to
make recommendations for improving economy, efficiency and effectiveness in the

provision of services by local government bodies.
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The content of the draft Code is struck at a high level. The precise approach that
auditors take will have regard to the auditor’s assessment of the risk of reaching an

incorrect conclusion on the audited body’s proper arrangements.

Question 7 — Does Chépter Three of the draft Code address clearly the Local
Government Auditor’'s statutory duties in respect of his/her work on proper

arrangements? If you think it could be improved, please provide details.

Chapter Four - The Local Government Auditor’s work on performance
improvement

Chapter Four of the draft Code describes how the Local Government Auditor will
exercise his/her new functions relating to the performance improvement duties of
councils. These new responsibilities were introduced by Part 12 of the Local
Government Act (Northern Ireland) and are supported by statutory guidance published
by the Department. The content of this Chapter is aligned to the Department’s guidance
and sets out at a high level the respective responsibilities of the audited body and the

auditors.

Question 8 — Daes Chapter Four of the draft Code address clearly the Local
Government Auditor's statutory duties in respect of his/her work on the performance

improvement duties of councils? If you think it could be improved, please provide details.

Chapter Five — Reporting the results of the Local Government Auditor’s
work '

Chapter Five of the draft Code addresses the Local Government Auditor's statutory |
duties in respect of reporting the results of his/her work. The draft Code reflects the
requirements of auditing standards and the legislative requirements applicable to the
different types of audit covered by this Code. The proposed approach in relation to the
audit of the financial statements is consistent with current practice, whilst the proposed

approach to performance improvement reporting is aligned to the legislation.
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Question 9— Does Chapter Four of the draft Code address clearly the Local
Government Auditor’s statutory duties in respect of their reporting requirements for the

different types of audit covered by this Code?

Chapter Six — The Local Government Auditor’s additional powers and
duties

Chapter Five of the draft Code addresses the Local Government Auditor's use of certain

additional powers.

Question 10 — Does Chapter Six of the draft Code address clearly the Local
Government Auditor’s use of the additional powers set out in this chapter?

Chapter Seven — Smaller local government bodies

Chapter Seven of the draft Code addresses the Local Government Auditor's approach to
be adopted for the audit of smaller local government bodies. Smaller local government
bodies are defined in the Local Government (Accounts and Audit) Regulations (Northern
Ireland) 2015 (the Regulations). The draft Code distinguishes between the auditor's
work in respect of smaller local government bodies and that required for a larger local

government body as set out in Chapters Two and Three of the draft Code.

The Department has not yet issued its direction in accordance with the Regulations. Itis
anticipated that this will determine the form of a smaller local government body's
statement of accounts and ‘qualifying conditions’ If a direction is issued prior to the

publication of the Code then the relevant information will be incorporated in the Code.

Question 11 — Does Chapter Six of the draft Code address clearly the Local
Government Auditor’s statutory duties in respect of his/her work on smaller local

government bodies?

Chapter Eight — The Local Government Auditor’s rights of access

Chapter Eight sets out how the Local Government Auditor fulfils the statutory function
which relates to access to third parties. It was included following the consultation on the

Back to Agenda



draft Local Government (Northern Ireland) Order 2005 and has been carried over from
the 2011 Code. This was adapted from the protocol that had been established covering
auditors’ access rights in respect of documents relating to central government.
Question 12 — Does Chapter Eight of the draft Code address clearly the Local

Government Auditor's rights of access to third parties?

Schedules and Glossary

Schedule 1 to the draft Code summarises the key responsibilities of the Local
Government Auditor. Schedule 2 sets out additional matters on which the Local
Government Auditor needs to report by exception in the audit report. The Glossary aims

to provide ‘plain English’ definitions of key terms used in the Code.

Question 13 — Do you have any comments on the material provided in the Schedules to
the draft Code?

Question 14 — Do you have any observations on the completeness or accuracy of the

Glossary?
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Annex C

List of Consultees

All Northern Ireland Departments

All Northern Ireland Councils

All UK public audit bodies

ACCA Ireland

Assaociation of Local Government Finance Officers

Association of Public Service Exceilence

Chartered Institute of Management Accountants Northern Ireland

Chartered Institute of Public Finance and Accountancy
Equality Commission for Northern Ireland

Fi.nancial Reporting Council

Institute of Directors

Institute of Chartered Accountants in England and Wales
Institute of Chartered Accountants in Ireland

Institute of Chartered Accountants of Scotland

invest Northern Ireland |

KPMG

Local Government Reform Joint Forum

Local Government Staff Commission

Local Government Management Services Béard

National Association of Councillors Northern Ireland
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Northern Ireland Assembly/Committee for the Environment
Northern Ireland Fire and Rescue Service

Northern Ireland Local Government Association

Northern Ireland Ombudsman

Police Service of Northern Ireland

Public Service Commission

RSM McClure Watters

Society of Local Authority Chief Executives

Tourism Northern Ireland
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Briefing 15/49 September 2015

Consultation on the Draft Code of Audit
Practice for Local Government Bodies in
Northern Ireland 2016.

To: All Northern Ireland Contacts ¥
For information: All contacts in England, Scotland and Wales

Key issues
Opportunity for local authorities to comment on future role Local Government Auditor in Northern Ireland

Draft CoP details role for Lacal Government Auditor to determine council is complying with improvement duty
Links between continuous improvement duty and performance management arrangements within councils

1. Introduction

The Local Government Auditor from the Northern Ireland Audit Office is seeking views from the sector on the Draft
Code of Audit Practice for Local Government Bodies in Northern Ireland 2016 issued on 2™ September 2015. It can
be found here.

Comments received from APSE members will be incorporated into our response to the paper.

2, Context

The consultation document begins by outlining the nature of the work of the Local Government Auditor and NIAO
as external auditors of local government with an important role in improving public services and helping people
hold users of public money to account. It goes on to state that the draft Code of Audit Practice aims to provide
clarity for the public in the work of the auditor, sets a framework within which they will operate and forms an
important part of local government audit, set out in the Local Government (NI) Order 2005 and the Local
Government Act (NI) 2014, The Cade must be reviewed every 5 years and will be published by 1%t April 2016,

3. Response to questions

Q5. Does Chapter One of the draft Code identify the correct general principles?

1.11 Professionalism and proportionality

Point 1.11 states that "Auditors should ensure that each audit is concluded economically, efficiently, effectively
and in as timely away as possible”. Funding remains the most significant issue facing local government. Keeping

the cost of audits to a minimum is to be welcomed and this links to the point made in the document about the
relations between internal and external auditors and below in this briefing.
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If trust exists between external and internal audit functions and in the sources of data used are accepted as robust
and accurate then the time allocated to this element of the audit should be reduced which will have an impact on
cost,

1.15/1.16 Coordination and integration

Point 1.15 notes that auditors should establish effective co-ordination arrangements with internal audit and seek
to place reliance on the work of internal audit whenever possible. Clearly the audit process is more likely to
function better if effective arrangements are in place. This needs to be developed to the point where relationships
between internal and external auditors are such that they trust each other to add value at every opportunity. For
example, it could be that internal auditors feel it appropriate to invite external auditors in to support the work they
are doing on a specific issue, rather than awaiting an annual visit, knowing that they can add value by pointing to
examples of good practice elsewhere.

The next point, 1.16, states that “Auditors should adopt an integrated approach, where he knowledge gathered
and work carried out in support of each of the Local government Auditor’s statutory and reporting obligations
inform his/her judgements and conclusions as a whole.” This is of course an appropriate principle to put in place
but it needs to be taken further so that such knowledge is passed on across the sector. The statement should
clearly describe the approach which is that knowledge gathered should be viewed as a local government resource
and so shared across the local government sector as widely as possible.

1.17 Constructive approach

The document states that “Auditors should adopt a constructive and positive approach to their work”. It goes on to
talk about discussions on the audit plan and recommendations arising from the audit.

A constructive approach should pervade all aspects of the audit process and be intrinsic to the Code of Practice.
Those auditors who lead audits of local council should be experienced and knowledgeable. They perform an
[important service which is a vital element in the democratic process. Although their role is independent, it is not in
opposition to that of the local authority and as such one of the principles guiding their work should be to share
their experience and expertise with colleagues in local government at every opportunity. :

External auditors will see good and bad practice at a range of other local authorities and public sector bodies as

‘they carry out their work and will be made aware of further examples through the NIAO. It is important that this
knowledge is shared across the local government sector. Such knowledge may for example include an approach
taken to governance, how fraud or other investigations may be undertaken, methods for improving service
delivery or good practice for contract management amongst many possible others.

There will be many opportunities for auditors to have an input in and make a positive and constructive
contribution to the functions of local government and this is a chance to add extra value and provide support
through the audit process. Equally they should be proactive in feeding back those issues ralsed by local authorities
through the audit process to the NIAO and the Department.

The case studies included in the Local Government Auditor's Report 2015 are an example of a method which could
be used to take this forward. Similar examples can be included in the formal element of the audit process such as
the audit report or recommendations and informally through interaction between auditors and local authority
officers and elected members. '

Q7. Does Chapter Three of the draft Code address clearly the Local Government Auditor’s statutory duties
in respect of his/her work on proper arrangements?
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Point 3.6 of the document referring to the responsibilities of the auditor notes that if evidence of poor value for
money comes to the auditor’s attention they should consider the implications of it for their work. There may well
be occasions when external auditors come across poor practice, just as they will come across good practice. The
auditor's role is such that they are in a position to spread the lessons of these examples and they should be
encouraged to do so - highlighting the lessons of poor practice rather than the details (without naming the local
authorities concerned) and promoting the good practice and the council involved.

Q8. Does Chapter Four of the draft Code address clearly the Local Government Auditor’s statutory duties in
respect of his/her work on the performance improvement duties of councils?

APSE welcomes the duties includes in the Act regarding continuous improvement as a way of formalising the
approach which had developed in some of the previous councils and has been carried through to some of the new
ones. This is a topic which all of the new councils are focusing on and working jointly to address. It is the case that
each council will have local circumstances which will be reflected in their objectives and priorities meaning that
certain elements of their work cannot be directly compared between councils.

However, one of the duties introduced in the Act is for local authorities to compare with others exercising similar
functions. There are many functions which are directly comparable and the duty highlights this. Having
appropriate information about services is fundamental to good management and when it is compared with other
local authorities it will focus managers’ attention on particular elements of their service which are doing well or
underperforming.

Point 4.5 in the document notes that auditors “will exercise their improvement audit and assessment functions
consistently between councils; proportionately so as not to impose an unreasonable burden on councils; and with
a view to assisting councils to comply with their duties in relation to securing continuous improvement”.

Using an independent model, such as Performance Networks noted below, will enable auditors to achieve these
aims accurately and quickly. Using performance management information effectively is a basic element of any
large organisation and data benchmarking and process benchmarking will also help auditors to understand the
context for and performance of a different functions within the council.

Q9. Does Chapter Five of the draft Code address clearly the Local Government Auditor’s statutory duties in
respect of their reporting requirements for the different types of audit covered by this Code?

Publicising the Local Government Auditors reports remains important. However the auditor’s report is just one of a
number of reports reflecting the performance of the council and its’ services. Such publications should relate to
each other rather than being completely separate. Referring to the same performance data in both reports which
also includes summary data from other councils in Northern Ireland (and potentially elsewhere across the UK)
would help to make the reports more user friendly, informative and accessible for the public.

The document refers to the power to make written recommendations to the audited body. This provides another
tool for the auditor to share the knowledge and experience of what is happening elsewhere. Recommendations
should not be limited to issues of poor practice but should also lock to highlight how services can be improved,
how promoting

4 General comments
4. Performance management, benchmarking and continuous improvement.

One method of tracking whether arrangements are in place to “secure continuous performance improvements in
the exercise of its function” (Point 1.7), is to use a model which is independently managed yet used by many local
authorities,
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Performance Networks is the APSE performance management and benchmarking model which has been in place
16 years and is used by over 180 local authorities. It tracks the performance of a range of local authority services by
using data submitted from authorities which is checked and analysed prior to a set of reports being produced.

These reports compare performance across subjects such as cost, quality and productivity of services. Moreover
there is a structure in place which enables the sharing of data and more importantly the operational arrangements
which lead to better performance amongst users of the model. Local authority officers are brought together to
discuss the policies and practices in place which lead to the performance levels achieved so that others can hear
about them, debate them, identify if they are appropriate across the circumstances found in other councils and

introduce them.

The model has developed through the input of service managers who are responsible for delivering services and
so understand those elements of the service that need to be tracked to reflect the performance of the service. We
strongly feel that this kind of model fits very well with local authorities in Northern Ireland in order for them to
fulfil their legal responsibilities and undertake effective internal service and financial planning. Some local
authorities in Northern Ireland are already using the model.

APSE believes that the Local Government Auditor should promote the use of models which are independent,
robust and emerge from the sector as a tool to support local councils and reduce the work load of external and
internal auditors. This would also help reduce the cost and duration of external audits as noted above.

14. Response details

If you wish your comments to be included in the APSE response to this consultation paper please send them to
Phil Brennan at pbrennan@apse.org.uk. They should reach him by 17th November 2015. Alternatively, you can
submit your response directly to: kyle.bingham@niauditoffice.gov.uk. The closing date for responses is 1
December 2015.

Phil Brennan
Principal Advisor
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Report to: " Audit Committee Meeting
Subject: Update on Audit issues
Date: 29 October 2015

Reporting Officer:  Robert Dowey

Contact Officer: Robert Dowey

Decisions Required ‘
This report is for noting and keeping Members abreast of the issues which have arisen and are
likely to arise.

1.0 Purpose & Background

11 To advise Members on the financial position of the Council.

1.2 | To advise Members on the reporting of risk with particular emphasis on financial matters
within the Council.

1.3 To advise Members of the progress of internal audits and any issues arising outside of that
which will be operated by the Internal Auditors.

1.4 To report the results of any investigations in respect of possible breaches of Policy etc.

2.0 Key Issues

2.1 | Financial issues

Accounts have been produced to 30 June 2015 and it is hoped next week to have figures for
the 5 months to 31 August 2015. It would be inappropriate to comment on the financial
situation until the 5 months figures are available.

A loan has been applied for of £1.2 m to finance redundancy costs incurred to date. This
loan will be repayable over 3 years.

No loans have been drawn down as yet to finance capital spend but this will change in the
next number of months.

There continues to be issues in respect of staff needs within the Department and these have
the effect of delaying certain tasks which should be carried out.

Risk Reporting
The role of Audit Services Manager has been vacant from the beginning of July with a

temporary situation put in place in late August. While this has been a help the risk registers
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which are an integral part of reporting the risk within the legacy Newry and Mourne Council
have not been maintained and policed, irrespective of additional systems being rolled out
across the Council.

Internal Audit Comments

The Internal Auditors (ASM) have been appointed and their first role will be to pick up on
high risk areas which have been inherited from the legacy Councils.

ASM will be attending each Audit Meeting and will present their own reports.

It would be the opinion of the Head of Finance that risk is running at a high level for reasons
as outlined above.

Investigations
There are two investigations which are a carry over from the legacy Councils where there is

the potential for the Council to lose out on grant monies. These investigations are on-going
and no further comments will be made until their completion.

3.0 Resource Implications
It is important in order to minimise risk that the right skills are in the right place, in a
timely manner and that the motivation and attitude of all involved is pro-active and
_________ enthuastic.

40  Appendices

= Appendix - None
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Report to: " Audit Committee Meeting
Subject: Training for Members on Effective Audit and Risk Committee
Date: 29 October 2015

Reporting Officer:  Robert Dowey

Contact Officer: Louise Dillon

Decisions Required
Members are asked to agree what type of training they would like from the information provided
and are also asked to agree the cost of the training.

1.0 Purpose & Background

11| At the commencement of the new Council it is a recommendation that Members who sit on
the Audit Committee are provided with appropriate training.

20 Key Issues

2.1 e Members can attend a training course at a cost of £225 plus VAT per person —
Wednesday 4 November 2015 — The Mount Conference Centre, Belfast
or

e Have an in-house course provided for a period of 3-4 hours where all Members can
attend for a fixed price fee of £750 plus VAT

3.0 Resource Implications
3.1 e (ost for a course per person off site is£225 per person plus VAT
: e Fixed cost for course held on site which is not person specific is £750 plus VAT

4.0  Appendices

= Appendix 1-Proposed agenda for the Effective Audit and Risk Committee course
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THE EFFECTIVE AUDIT AND RISK COMMITTEE

Welcome and workshop overview

Getting the basics right

e Fundamental roles and responsibilities of the audit and risk committee
e Approving the internal audit plan

e Following up audit recommendations

e Mechanics of committee business and the role of the secretary

¢ [nformation requirements of the audit and risk committee

e Financial reporting and internal control

Relationships between the audit and risk committee and...

e The board

e The chief executive and director of finance
e |Internal and external auditors

e Other committees

Learning from governance failure

e Fundamental causes of governance failure
e Purposeful challenge and effective scrutiny

The audit & risk committee and risk management

e Responsibilities of the audit and risk committee
e Why do risk management?

e Risk management framework and function

¢ Risk management process

The effectiveness of the audit and risk committee
e Sources of best practice
e How the audit and risk committee adds value (including constructive

challenge)
e Reviewing the effectiveness of the audit & risk committee

Close and lunch

© On Board Training and Consultancy Ltd
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