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FOREWORD

Local authorities adopted international financial reporting standards (IFRS) in 2010/11.
Adoption of IFRS, along with the statutory framework, has ensured local government
financial reporting complies with the highest possible global financial reporting standards.

Since that time new standards have come into force and for many authorities this has meant
a substantial increase in the amount of information reported. More recently, local
authorities in England have delivered on early close.

Yet, despite the quality and timeliness of local government financial reporting, we know
that there is work to do to better translate the story of the financial sustainability of
individual authorities and to build trust with local stakeholders by giving clear, simple and
relevant information.

In this publication we begin the journey of rebuilding that trust, to strike a better balance
between compliance with standards and providing clearer, simpler and more transparent
information, focusing on things that matter most in a local authority context.

This document provides practical suggestions on how the annual statement of accounts can
be ‘streamlined’. The aim of streamlining is not simply to reduce the page count but equally
to:

e focus on who the principal users of the accounts are and what information they
need;

e improve clarity by removing unnecessary levels of detail; and

e focus on the key messages to be communicated to enable users of the accounts to
better understand the authority’s financial position and performance.

Authorities which have already taken steps to streamline have found that clearer and
shorter accounts can be prepared to a high quality with less resource. To enable this, some
review of year-end processes may be needed, and additional guidance around process is
included in this document.

CIPFA would like to thank volunteers from the Society of London Treasurers, the Society of
District Council Treasurers and Grant Thornton who contributed to this publication and also
to Peter Worth of Worth Technical Accounting Solutions Ltd who undertook the detailed
drafting and chaired the working party of volunteers.

CIPFA is committed to the streamlining journey and this publication is a welcome first step.

Sarah Howard

President, CIPFA
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SECTION ONE: PURPOSE AND SCOPE OF THIS GUIDANCE

Introduction and Background

Local authorities are required to prepare their accounts in accordance with the Code of
Practice on Local Authority Accounting in the United Kingdom (the Code) issued by the
CIPFA/LASAAC Local Authority Accounting Code (CIPFA/LASAAC) and under the auspices
of the Financial Reporting Advisory Board. Since 2010/11 the Code has been based upon
EU-adopted IFRS as adapted or interpreted for local government.

The Code forms one part of statutorily defined proper accounting practice, the second
element of these practices are those statutory reporting requirements which take the
form of Regulations, Determinations and Directions and also specify the Code as proper
practice. They take precedence over accounting standards in the Code in the event of
conflict. The statutory reporting requirements reflect the political choice to ensure tax
raising is not subject to undue volatility. This affects even the smallest local authorities
and can potentially make local authority financial statements difficult to interpret if they
include too much detail or do not draw attention to key messages about the authority’s
financial position or financial performance.

The aim of this publication is to supply practical ways of streamlining both financial
statements and year-end financial processes by providing a combination of general
guidance, case studies and worked examples. These examples are for information
only and are designed to illustrate how presentation might be tailored to reflect local
context, but should not be treated as either accounting templates or as definitive
interpretations of Code requirements. The report is part of a wider streamlining agenda,
where early initiatives include:

e Legislative change to streamline local government accounting in relation to the
reporting of English pension funds is being considered, and has taken place in
Scotland and Wales where the local government pension fund accounts, now
reported separately, no longer form part of their administering authorities’
financial statements.

e CIPFA/LASAAC and CIPFA continue to work on ensuring that Code provisions are
relevant to local authority circumstances. For example, the 2018/19 Code has
only included the IFRS 9 disclosure requirements that normally apply to local
authority transactions, and the 2017/18 Code moved away from a prescribed
listing of accounting policies towards an emphasis on individually tailored policies
which better reflect local circumstances.

Scope and Structure

This publication is split into two parts which deal with:

e streamlining the presentation of local authority financial statements by ensuring
that local authorities have identified readers’ information needs and convey key



messages clearly, concisely and efficiently (sections two to five)

e streamlining the accounts closure process to embed a “right first time” culture
which focuses on key transactions and balances and avoids unnecessary work
(sections six and seven).

Each of these is considered in more detail below.

Chief Finance Officers play a key role in streamlining and in year-end closure generally.
It is imperative that they have a thorough understanding of the financial statements
and are confident that the accounts are supported by a good audit trail. Section seven
of this publication provide specific advice for chief finance officers, and section eight
provides an external auditor’s perspective.

Streamlining financial statements

This publication considers three aspects of streamlining the presentation of local
authority financial statements

e Using materiality to avoid key messages of the financial statements being
obscured by excessive detail — see section two

e Reviewing accounting policies so that only important and relevant information is
included — see section three, and

e Considering presentation and layout, to help readers focus on key messages and
navigate through the statements — see section four.

The primary focus is on the core financial statements, accounting policies and
disclosure notes, however, some suggestions have also been provided with regard to
the layout and presentation of the narrative report and annual governance statement.

Streamlining year-end closure

Section five considers how to streamline year-end processes by focusing on what is
important, ensuring the project is well planned and well managed, and that wherever
possible tasks are completed at an earlier stage.

Section six sets out the characteristics of working papers which support an effective
closure process by reducing the risk of error and facilitating both the external audit
process and internal review.

How to Use this Publication

This publication covers a wide range of issues relating to streamlining both the financial
statements and the accounts closure processes. The objective is to promote good and
best practice identified to date but all of these examples should be considered selectively
and, if adopted, tailored to individual circumstances. Not all suggestions will be
appropriate for every authority and many of them can be developed over time as part
of local authorities’ own financial reporting improvement plans.



SECTION TWO: APPLYING MATERIALITY TO IMPROVE THE
FOCUS OF THE ACCOUNTS

Introduction — What is Materiality?

An understanding of materiality is crucial to effective streamlining of the financial
statements, particularly the recognition that materiality is often as much about what
should be left out of the published accounts as it is about what should be included.

Paragraph 2.1.2.11 of the Code defines information as material

“...if omitting it or misstating it could influence decisions that users make on the basis of
financial information about a specific reporting authority ...”

This means that any consideration of materiality has to be based on a clear view of who
the users of the financial statements are, the sort of decisions that they might take and
the information they would need to support these decisions (see section four for more
details on who local authority primary users are). Particularly for local government,
relevant decisions can have political as well as economic dimensions and have a significant
impact on local services and communities.

Materiality and Disclosures

Importantly, thought must be given to the information that readers will not need or,
particularly, that would detract from the key messages of the accounts if it were included.
Paragraph 3.4.2.27 of the Code says:

“A local authority need not provide a specific disclosure required by the Code if the
information resulting from that disclosure is not material. This is the case even if the
section of the Code or IFRS contains a list of specific requirements or describes them
as minimum requirements. An authority shall also consider whether to provide
additional disclosures when compliance with the specific requirements in another
section of the Code or IFRS is insufficient to enable users of financial statements to
understand the impact of particular transactions, other events and conditions on the
authority’s financial position and financial performance.”

These considerations will be particular to each individual authority.

The considerations could also be particular to each disclosure that the Code requires an
authority to make. This is because materiality does not depend solely on the magnitude of
an item, but also on the particular context that it might provide for other disclosures in
the accounts. For instance, the impairment loss allowance for an authority’s deposits with
financial institutions might be quantitatively immaterial but its disclosure would
demonstrate the extent to which credit risk has been minimised in making the deposits.

However, even though individual cases might require individual judgement, authorities
will wish to set up an overall framework to facilitate this work.



The Four Step Approach to Materiality

The International Accounting Standards Board’s Materiality Practice Statement provides
useful guidance on the arrangements that might be put in place. The following diagram
summarises the IASB’s four step process, adapted for local government circumstances:

Step 1 Requirements Knowledge Statutory
. of about primary disclosure
Identlfy the users’ requirements
Accounting common
Code information
needs
Step 2
Assess
Quantitative Qualitative
Factors Factors
(entity-specific
and external)
Step 3 Organise the information within
. the draft financial statements
Organise
A 4
Step 4 Review the draft
. financial statements
Review




The four Steps will involve the following considerations in local government:

Step 1 The output of this Step is the identification of the potentially material
Identify information, through consideration of:
e the Code’s requirements that are relevant to the authority’s
transactions, other events and conditions
e any additional information necessary to enable users to understand the
impact of the authority’s transactions, other events and conditions on
the financial position, financial performance and cash flows.
The disclosures that are mandatory under statute should also be identified.
Step 2 The output of this Step is a preliminary set of material information.
Assess

It is not appropriate to rely on purely numerical guidelines or to apply a uniform
guantitative threshold for materiality. Stage 2 therefore involves the interplay of
guantitative and qualitative factors to determine whether an item is material:

e set a quantitative threshold—a specified measure used in assessing size
— above which items will be considered material

e consider qualitative factors that would justify lowering the thresholds
for particular items - the more significant the qualitative factors, the
lower the quantitative thresholds might be (even down to zero).

The assessment of quantitative factors involves considering the size of the
impact of transactions, other events or conditions against measures of the
authority’s financial position, financial performance and cash flows. Judgement
is needed in identifying the most appropriate measure(s) based on the interests
of users, which could include:

o % of Surplus or Deficit on the Provision of Services

e % of Movement on the General Fund Balance

o % of Net Assets

o % of Gross Income or Gross Expenditure.

Qualitative factors can be specific to an authority or external. Authority-specific
considerations could include:

e |ocal political interest in particular transactions, other events or
conditions

e uncommon or non-standard features of the authority’s business

e unexpected variation or unexpected changes in trends.

External considerations relate to the context in which the authority operates.
For example, particular interest might currently focus on disclosures that
demonstrate the level of an authority’s resilience or its commercialisation.




Step 3 The output of this Step is the draft accounts.
Organise
The objective in organising the material information is to ensure that:
e material items that have different natures or functions are not
inappropriately aggregated
e material information is not obscured by an excessive amount of
immaterial information
e items of information are appropriately disclosed separately or
aggregated with other information in the primary financial statements,
or in the notes.
Particular tasks could be to:
e emphasise material matters
e tailor information to the authority’s own circumstances
e describe transactions, other events and conditions as simply and directly
as possible without omitting material information and without
unnecessarily increasing the length of the financial statements
e highlight relationships between different pieces of information
e provide information in the most appropriate format (e.g. tables,
narrative, etc)
e maximise comparability between authorities and across reporting
periods
e avoid or minimise duplication of information in different parts of the
financial statements.
Step 4 The main tasks in the Review Step will be to confirm:
Review

e all relevant relationships between different items of information have
been identified

e the potential for items of information that are individually immaterial to
be material when considered together

e communication is effective and understandable, and there is no
obscuring of material information

e the financial statements provide a fair presentation of the authority’s
financial performance, financial position, and cash flows.

An important element of this step could be consideration of whether the Step 2
assessment was effective. As a result of re-performing Step 2, an authority might
revise its decisions about information previously identified as material and
remove it from the draft accounts.




When applying this guidance, authorities may want or need to set different materiality
levels for different aspects of the financial statements, or to reflect levels of assessed risk
— generally speaking higher risk items should have lower materiality levels.

Care should also be taken to ensure that:

materiality levels used for preparing year end accounts are not higher than the
materiality levels used to audit them

creeping materiality is allowed for ie the possibility that a number of errors
affecting the same transactions or balances which are below materiality on an
individual basis might be material when added together

Understanding Auditor Considerations

ISA (UK) 320 Materiality in Planning and Performing an Audit (ISA 320) requires auditors
to use the frame of reference provided by the applicable financial reporting framework.
Auditors will therefore be applying their concept of materiality in a way which is
consistent with the preparers’ materiality under the Code. Disagreements should only

arise therefore where there are differences of opinion about the influence on the

decisions of users of omitting or misstating information.

Under ISA 320, auditors will:

Determine materiality for the financial statements as a whole — ISA 320 does not
require the use of a percentage of a benchmark measure, but its guidance
presumes that this will be the case. For public sector entities, the recommended
benchmark depends on whether the entity is more focused on programme
activities (total cost or net cost) or the custody of public assets (asset balances).

Auditors are required to consider whether there are specific circumstances of an
entity that mean misstatements of particular classes of transactions, account
balances or disclosures for by lesser amounts than overall materiality could
reasonably be expected to influence the economic decisions of users. Lower
materiality levels are to be applied to those particular classes.

Determine performance materiality — this is a lower figure which the auditor will
use to plan their work, reducing to an acceptable level the risk that the audit will
fail to detect immaterial misstatements that in aggregate would cause the
accounts to be materially misstated.

Revise materiality for the financial statements as a whole if information is
gathered during the audit that would have caused the auditor to have determined
a different amount initially.

Overall this means that auditors should be working at a comparable level with the
authority in determining when it would material to omit information from the financial

statements. However:

if disclosures are to be omitted on materiality grounds a working paper is still likely
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to be needed to support that conclusion (eg if an authority with interests in limited
companies is not preparing group accounts) which auditors may need to review
auditors might still need to carry out procedures on apparently immaterial
disclosures to confirm that they are not in fact material but misstated.

One of the less well understood aspects of the auditor’s work is what they are required to

do in relation to omissions which have been confirmed to be immaterial. ISA (UK) 450

Evaluation of Misstatements Identified During the Audit confirms that omissions of a
disclosure, including inadequate or incomplete disclosures, are to be regarded as
misstatements and specifies that:

the auditor accumulates misstatements identified during the audit, other than
those that are clearly trivial - misstatements that are clearly inconsequential,
whether taken individually or in aggregate and whether judged by any criteria of
size, nature or circumstances;

the auditor communicates all misstatements accumulated during the audit with
the appropriate level of management. The auditor shall request management to
correct those misstatements. This will apply even where there is no expectation
that management will add back immaterial disclosures

once uncorrected misstatements have been accumulated, the auditor determines
whether they are material, individually or in aggregate

the auditor must then communicate the nature of any uncorrected misstatements
to those charged with governance, even if these are not material.

11



SECTION THREE: STREAMLINING ACCOUNTING POLICIES

The Purpose of Accounting Policies

Accounting policies are the specific principles, conventions, rules and practices applied by
a local authority in preparing and presenting its financial statements. They should:

e set out the basis for accounting ie confirm (or otherwise) that the authority
complies with the Code and relevant statutory reporting requirements

e highlight any changes in accounting policies or other information compared to
previous years (substantive changes which affect core statements and disclosure
notes only, not just changes to the way accounting policies have been presented)

e set out how any discretion on accounting policy choices permitted by the Code
have been exercised

e identify new accounting policies which have been adopted, for example, on the
implementation of a new IFRS into the Code.

Accounting policies should focus on recognition, measurement and presentation in line
with the requirements of Section 3.3 (Accounting Policies, Changes in Accounting
Estimates and Errors) of the Code as follows:

Recognition The process for recording a transaction in the Balance Sheet or the
Comprehensive Income and Expenditure Statement.

Presentation The process for effectively communicating information on assets,
liabilities, income, expenditure and reserves in the financial statements
and the disclosures.

Measurement The quantification in monetary terms of the amounts at which assets,
liabilities, income, expenditure and reserves are measured.

Examples of common accounting policies in local authority financial statements are most
likely to include:

e depreciation policies and estimated asset lives
e estimation methods used for complex provisions, service contracts, etc

e accounting treatments adopted for the recognition of assets for different types of
local authority maintained school

12



e the valuation basis for material assets not being held at cost
e policies for income recognition

e accounting treatments adopted for reallocation of support services and
overheads.

Which accounting policies are significant?

The Code requires that only significant accounting policies are disclosed. Paragraph
3.4.2.87 makes clear that authorities should decide for themselves which policies are
significant, taking into account

“... whether disclosure would assist users in understanding how transactions, other events
and conditions are reflected in reported financial performance and financial position ...”.

This means that authorities need to assess significance for their local circumstances, based
on who their primary users are deemed to be and the information that will be of most
help to them (see section four). The Code assists local authority accounts preparers in
their assessment by specifying in paragraph 2.1.2.20 that:

“... The financial statements are prepared for users who have a reasonable knowledge of
business and economic activities and who review and analyse the information diligently...’

The concept of materiality should also be applied - accounting policies are not required
for transactions and balances which are not material.

These assessments will also advise decisions about whether policies are best presented in
a single consolidated note or can more usefully be hosted in the notes about the
particular transactions and/or balances that they relate to.

When drafting the significant accounting policies for inclusion in the financial statements
local authority accounts preparers should consider the following:

e the relevance of the policy to the local authority
e how the authority has applied the policy
e which choices have been made and why

e how this impacts on the authority’s financial statements.

Case Studies

Case studies relating to the streamlining of accounting policies are set out below.

Case Study 1 — South Gloucestershire Council

The Council’s review of their accounting policies in 2016/17 resulted in:
e locally tailored policies reflecting local circumstances;
e clearer disclosures that were easier for readers to understand;
e accounting policies reduced in length from 11 pages down to 6.

13



Example of a locally tailored accounting policy - City Region Deal

South Gloucestershire Council along with Bristol City, Bath & North East Somerset and
North Somerset Councils are part of a business rates pool which aims to treat business
rates income growth as a pooled resources across the four unitary councils. To reflect this
and the accounting for the collection and distribution of income, the four unitary
authorities have agreed a common accounting policy, set out below:

“South Gloucestershire Council is the accountable body for the City Region Deal and its Business
Rates Pool (BRP). The Council has applied the principles of IPSAS23 ‘Revenue from Non-Exchange
transactions’ (taxes and transfers) in accounting for the transactions and balances relating to
the City Region Deal. The Council acts as an agent of the Business Rates Pool (BRP) for the City
Region Deal, and so accounts for cash held on behalf of the pool on its Balance Sheet, with
associated creditor balances).”

Shorter clearer accounting policies — employee benefits

This is a before and after of the Council’s accounting policy for employee benefits,
showing how a streamlined accounting policy can still explain the recognition,
measurement and presentation criteria, but more simply and clearly:

Before After

Short term employee benefits are those due to be Short term employee benefits such as wages and salaries, paid annual leave, sick
settled within 12 months of the year end. They leave and expejises are paid on a monthly basis and charged on an accruals
include such benefits as wages and salaries, paid basis to the refevant service line of the Comprehensive Income and?xpenditure
annual leave, paid sick leave and non-monetary Statement.

benefits for current employees which are recognised
Explains what the

transaction is

as an expense in the year in which the employees
render services to the Council. The accrual for

accumulating compensated absence periods eg Presentation — where the

holiday pay entitlements earned by employees but transaction is reported

not yet taken and therefore carried forward into the

next financial year. The accrual is made at the salary Recognition —when the
Measurement — how the transaction is

transaction has been valued accounted for

rates applicable in the following financial year, that

being the rates applicable at the time the employee

takes the benefit. The accrual is charged to the
Deleted as not material and excessively

detailed

Surplus or Deficit on the Provision of Services, then<

reversed out through the Movement in Reserves

Statement so that holiday benefits are charged to

revenue in the financial year in which the holiday

absence occurs.
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Case study 2 — Southwark Council

The Council simplified its accounting policies and strengthened the presentation of the
key aspects of local government accounting by bringing together all the policies for:

e transactions and balances not accounted for on the basis of historic cost;

e statutory over-rides and adjustments.

It then gave these a prominent position in their accounting policies disclosure notes:

2. ACCOUNTING POLICIES

2.1 Basis of preparation

The Statement of Accounts has been prepared using the going concern and accruals
bases. The historical cost convention has been applied, modified by the valuation of the
following material categories of non-current assets and financial instruments:

Class of Assets

Valuation Basis

Property, Plant and Equipment - Dwellings

Current value, comprising existing use value for social housing

Dwellings are valued using market prices for comparable properties,

adjusted to reflect occupancy under secured tenancies.

Property, Plant and Equipment — Land and
Buildings

Current value, comprising existing use value

Where prices for comparable properties are available in an active market,
properties are valued at market value taking into account the existing
use. Where no market exists or the property is specialised, current value

is measured at depreciated replacement cost

Property, Plant and Equipment — Surplus Assets | Fair value
Investment properties Fair value
Financial Instruments — Available for Sale Fair value
Assets

Pensions Assets Fair value

2.2 Adjustments between accounting basis and funding basis

The resources available to the council in any financial year and the expenses that are charged against
those resources are specified by statute (the Local Government Act 2003 and the 2003 Regulations).
Where the statutory provisions are different from the accruals basis used in the Comprehensive
Income and Expenditure Statement, adjustments to the accounting treatment are made in the

Movement in Reserves Statement (MiRS) so that usable reserves reflect the funding available at the

year-end. Unusable reserves are created to manage the timing differences between the accounting
and funding bases. The material adjustments are:
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Expense

Accounting Basis in CIES

Funding Basis in MIRS

Adjustment Account

Property, Plant and Equipment

Depreciation and
revaluation/ impairment
losses

Intangible Assets

Amortisation and

Revenue provision to
cover historical cost
determined in
accordance with 2003

Capital Adjustment Account

impairment Regulations
Investment Properties Movement in Fair Value
Revenue Expenditure Funded Expenditure incurred in year
from Capital Under Statute
Capital Grants and Grants that became No credit Capital Grants Unapplied

Contributions

unconditional in year or were
received in year without
conditions

Reserve (unapplied at 31 March)

Capital Adjustment Account
(other amounts)

Non-current asset disposals

Gain or loss based on sale
proceeds less carrying
amount of asset (net of costs
of disposal)

No charge or credit

Capital Adjustment Account
(Carrying amount)

Capital Receipts Reserve (sale
proceeds & cost of disposal)
Deferred capital receipts
Reserve (where sale proceeds
not yet received)

Financial instruments

Premiums payable &
discounts receivable on early
repayment of borrowing in
2017-18.

Losses on soft loans and
interest receivable on an
amortised cost basis.

Deferred debits/credits
of premiums/discounts
from earlier years
Interest due to be
received on soft loans
in year

Financial Instruments
Adjustment Account

Pension Costs

Movements in pensions
assets and liabilities

Employers pension
contributions payable
and direct payments
made by the council to
pensioners

Pensions Reserve

Council Tax

Accrued income from 2017-
18 bills

Demand on the
Collection Fund for
2017-18 plus share of
estimated surplus for
2016-17

Business rates

Accrued income from 2017-
18 bills

Budgeted income
receivable from the
Collection Fund for
2017-18 plus share of
estimated surplus
2016-17

Collection Fund Adjustment
Account

Holiday Pay

Projected cost of untaken
leave entitlements at 31
March 2018

No charge

Accumulated absence
adjustment account

16




SECTION FOUR: STREAMLINING PRESENTATION AND LAYOUT

Introduction

Local authority financial statements are a vital part of the local authority’s accountability
framework. Therefore they need to clearly communicate key messages to users and
readers about:

e the financial performance, financial position and cash flows of the authority
e key financial challenges facing the authority
e the effectiveness of financial stewardship of the authority’s resources.

Too much information means that it will be difficult for users to assess the above as it will
obscure the key messages the relevant information is intended to convey.

Responding to the Needs of Users of Financial Statements

One of the most important aspects of streamlining the financial statements is deciding
who the main users and readers are and what key information they need. In the
commercial world, companies can assume that they are presenting financial statements to
investors, lenders and other creditors and focus on demonstrating how profits have been
made and prospects for continued profitability. For local authority financial statements
the users of the financial statements are more varied so more detailed consideration of
this issue is required.

Section 2.1 of the Code explains that the primary users of local authority financial
statements are service recipients (including local residents, workers and employers) and
resource providers (including council tax payers). They also include elected
representatives insofar as they act on behalf of service recipients and resource providers
who cannot require local authorities to disclose the information they need. The
characteristics and interests of these individuals will be different at each authority.

Therefore the first steps in effective accounts preparation should be to:

e consider who the financial statements are being prepared for, based on the
authority’s own experience to date, and what decisions they might take based on
the information presented

e set objectives for how this information will meet their needs.

Local authorities can then use these aims and objectives to determine how to present the
key messages of the financial statements to those users, by considering:

e what key messages do members and management want or need to convey?

e what will be the most effective way of presenting this information?

17



Streamlining disclosure notes

The bulk of the accounts consists of disclosure notes. Local authorities tend to follow the
layout and ordering in the example financial statements in the Code of Practice on Local
Authority Accounting in the United Kingdom Guidance Notes for Practitioners (Code
Guidance Notes). The Code’s requirements are such that paragraph 3.4.2.85 requires that
the notes are presented in a systematic manner (as far as practicable) so there are other
options which might include:

e separating the notes into relevant sections. An option for this might be, grouping
all the notes supporting the core financial statements ie the Comprehensive
Income and Expenditure Statement, the Balance Sheet, the Movement in Reserves
Statement and the Cash Flow Statement separately etc

e including some or all of the accounting policies and judgements in the disclosure
notes they relate to — see example at Appendix B3

e combining disclosure requirements into a single note where possible (ensuring
that the resultant note is still able to clearly present the key messages) — see
example at Appendices B4 and B5.

Options for improving the presentation of the disclosures include:

e using tables instead of narrative disclosures — see examples at Appendices B2 and
B6

e ensuring that disclosure notes do not include more information than the Code
requires unless this has been identified as a key information need — see
Appendices B7 and B8

e omitting lines in tables when not required (eg for nil disclosures).
e providing an index to disclosure notes.
Reducing the number of disclosure notes can also be achieved by:

¢ including additional lines in core statements instead of separate disclosure notes,
(however, this should be balanced by the impact on the readability/complexity of
that statement) -see Case Study 3 below

e combining fair value and financial instrument disclosures (note that this may not
cover all of an authority’s fair value reporting requirements).

It is important to remember that the example financial statements in the Code Guidance
Notes have been produced to illustrate the most common transactions faced by local
authorities and deliberately treat all these transactions as material in order to
demonstrate how they might be presented. Local authorities should consider these
critically against their own circumstances, and are encouraged to use other presentations
if these more effectively meet Code requirements for their transactions.

Appendix B provides examples of disclosure notes that are presented in a more
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streamlined manner, aimed to help key messages be more easily understood by the
users.

Clarity

Local authority accounts preparers should always take care to ensure that the resulting
disclosure notes, and the published financial statements as a whole, convey key messages
effectively. Clarity and accessibility can be improved by:

e using clear and concise language throughout

e considering the order of the various sections in the final document, thinking about
how an interested reader might explore the accounts. For example, the reader
may just want a snapshot of the Council so looks at the Narrative Report first, then
may wish to investigate further so will consider the core statements, further
inquiries may lead to consideration of the relevant Note. This might suggest
moving the accounting policies, the annual governance statement and the
auditor’s report to the back of the document - again this is a choice for authorities
based on the needs of their users.

Some local authorities have undertaken consultation exercises to consider the best way of
structuring and presenting the financial statements and accompanying documents such as
the annual governance statement and the narrative report.

How to Improve Presentation and Layout

Although presentation of the core statements and the notes may seem to be a ‘nicety’ it
can be an extremely useful tool in assisting the reader with an understanding of the key
messages and enable them to navigate the financial statements more easily. Improving
the presentation and layout can take a number of forms, for example:

e making the financial statements more visually attractive with the use of images
and colour

e considering the page layout — for example, will landscape format enable the
presentation of a note with a number of columns ensure that it is more easily
readable - some local authorities use landscape for the full presentation of the
financial statements because they are most frequently read online.

Alternatively local authorities may wish to seek the views of communications teams
involved to improve the overall appearance of the published financial statements or
ensuring that the key messages are communicated.

Practical steps to make the accounts shorter, clearer and more easily accessible to the
general reader could include the following:

e applying materiality concepts to the core financial statements disclosure notes
(section two refers)

e ensuring that only significant accounting policies are included (see section three)
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removing boiler-plating information in either accounting policies or the notes
including effective signposting to further information
using graphics to reinforce key messages and the signposting

ensuring that the narrative report and annual governance statement also focus on
the key messages management need to convey.

Case Studies

Case studies on improving the presentation and layout of the financial statements are set
out below.

Case study 1 — Westminster City Council

By adopting the principles set out above the Council reduced the length of the accounts
from over 230 pages to 180, and reduced the number of disclosure notes from 64 to 42:

materiality has been used to weed out immaterial disclosures and accounting
policies;

there is a clear focus on the Narrative Report to ensure that only the key messages
are reported on both the financial and operational performance of the Council.
The aim is to keep the length of the Narrative Report to seven to ten pages. The
Council uses graphics to simplify and emphasise the messages;

where possible accounting policies are incorporated into relevant disclosure notes
notes are grouped to support each of the primary statements i.e. Notes
supporting the Comprehensive Income and Expenditure Statement, Notes
supporting the Balance Sheet, Notes supporting the Movement in Reserves
Statement etc

a three column layout is used as the basis for the whole document which is then
used flexibly to either provide 3-column text, one or two columns of text and a
table or a whole page table — useful for the property, plant and equipment
disclosures

colour is used throughout to signpost the different sections of the statement of
accounts. For example purple for the Narrative Report and Annual Governance
Statement, orange for the primary statements, red for the Notes etc.;

using a columnar format for text also means that lines are shorter, breaking up the
text and making narrative easier to read.

The Council uses charts and graphics in the Narrative Report and Annual Governance

Statement to emphasise key messages, as shown below:
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EXtra Ct fro m na rratlve City Treasurer’s Narrative Report {continued)

report 5. FINANCIAL PERFORMANCE

{CONTINUED)

CAPITAL

The Council has an ambitious five year capital
programme of £1 7bn plus £0.8bn for the Housing

2015/16 | 15 pages ot Thgvesmert el
range of City for All objectives, including.

2017/18 11 pages o Newand improved isure, adult social care and

education facilities £103m Huguenot House —mixed-use
commercial and residential site

= {
Lisson Grove - £80m regeneration work
and public realmimpravements

* More commercial space for new and established
businesses

Improved public spaces, transport and
infrastructure,

But the top priority, which will account for almost
80% oftotal spending, will continue to be investment
in new affordable housing, more temporary
accommodation for homeless houssholds, and
improvementsto our existing social housing stock.

£60m i 3 y =
Westmeads and Carlton Dene residential homes development includes new secondary school

Examples of major sch d funding
out below:

Capital Expenditure 2017/18 - £m

revenue
contributi
onsand
reserves
£612

capial
receipts

£840
ternal

funding
£267

£80m City Hall refurbishment

Extract from the annual governance statement — a four page summary statement was included in the
published accounts rather than the full annual governance review, which was separately reported to
members with details of the process and links to supporting information

Annual Governance Statement

Appendix 1 The CIPFA/SoLACE Framework
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2015/16 — 12 pages
2017/18 — 5 pages
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Case study 2 — Lambeth Council

For 2012/13, Lambeth Council carried out an exercise to ensure that the repetition of

information in the Statement of Accounts was minimised, and that so far as possible
related information was consolidated in one place

For example, the Property, Plant and Equipment note brings together on one page the
disclosures required for:

e gross carrying amount and accumulated depreciation;

e reconciliation of carrying amount from 1 April to 31 March (collapsing down the
impairment movements to a single line as it would be immaterial to separate
them out);

e carrying amount of leased assets (finance leases) and PFI assets.

14a. Property, Plant and Equipment

Cost or Valuation 2227579 1.202.766 100834 226,846 5.240 35,368 60.642 3,868,189
Accumulated

Decreciation (85) (19.203) (73.837) (71,354) 0 (388) 0 (164,935)
Carrying Amount 2227514 1.183.473 35,797 155,592 5245 34,980 60,643 3,703,254
Owned 2,180,050 1,142,154 32523 143,812 5.072 34,080 80.840 3,608,240
PF1/ Finance Lease 38464 41,319 3274 11,780 177 0 0 95,014
Carrying Amount 2227514 1.183.473 35797 155,592 5249 34,980 60.649 3.703.254

Surplus Assets

£000
At 1 April 2016 2.169.373 1,183,125 19,317 148,637 11348 55,306 24,605 3591711
Reclassfications (1213) 15,880 1875 0 (8.272) 2625 (12,804) 0
Additions 102.402 20,807 21.783 18,837 174 [} 48,028 210,741
Revaluations (3.261) 2823 0 0 [ 17111 D 16,673
Depreciation (25,312) (18.827) (7.178) (9,882) [ (884) [ 59,863)
Impaiments (8.821) (2.135) 0 0 0 [} [} (10.756)
Dispesals and
Decommssioning (5.,854) 0 0 0 0 (38,505) 0 144,359)
Assets reclassified (to)
I from Held for Sale o 0 0 0 0 (8e3) 0 (893)
At 31 March 2017 2227514 1183473 35,797 155,592 5249 34,980 60,649 3,703,254

A particularly good example of the removal of repeated information is the Statutory

Adjustments note and the analysis of Unusable Reserves. Integrating the two notes saved

several pages of text by removing the details of transactions for the Unusable Reserves.

The accounting policies describe the nature of the material figures in the Statutory

Adjustments note, with reconciling items then identified in relevant disclosure notes.
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Usable Reserves

General Housing Capital Major Capital

Fund Revenue Receipts Repairs Grants ﬁ‘:us:‘mf Relevant
2012113 Balance  Account Reserve Reserve  Unapplied eserves Unusable
Reserve
£000s £000s £000s £000s £000s £000s
Adjustments to Revenue Resources
Amounts by which income and expenditure
included in the Comprehensive Income and
Expenditure Statement differ from
increases/decreases in revenue for the year
calculated in accordance with statutory
requirements:
Financial
- Financial instruments 10C 499 0 0 0 (599) mtun:;!ne:nlis
Account
 Pensions costs (4,401 (18) 0 0 0 a420 | Pensions
Collection Fund
- Council tax (1,364 0 [1] 0 ] 1,364 | Adjustment
Account
Accumulated
- Holiday pay (74 2) 0 0 ] 76 | Absences
Account
Cancellation of entries included in the
Surplus/Deficit on the Provision of Services in
relation to capital expenditure:
Capital
- Amortisation of intangible assets ‘316 (392) 0 0 0 708 | Adjustment
Account
- Charges for depreciation and impairment (33,091 (26,942) 0 0 0 60,033 51,783
- Revenue expenditure funded from capital .
under statute (13.763 (1.129) 0 0 ] 14,892
- Carrying amounts of non-current assets
written off on disposal or sale (8,785 (10,603) 0 0 ] 19,388
- Capital grant income 54,290 3,797 0 0 (14.849) (43,238)
- Movements in the value of investment property 0 0 0 0 0 0
Transfers between Revenue and Capital
Resources
Transfer of non-current asset sale proceeds g:ﬂ.":fd
from revenue to the Capital Receipts Reserve 14,06€ 28,250 (42,316) 0 0 0 Reg;pu
and Deferred Capital Receipts Reserve R e
Use of capital receipts for revenue purposes.
Administrative costs of non-current asset '
disposals 1268, (607) 875 0 0 0
- Payments to the Government housing '
recelps 144 0 144 0 0 0
Posting of HRA resources from revenue to the .
Major Repairs Reserve G 36,199 0| (36.199) 0 0
Statutory revenue provisions for the financing of Capital
tutor 9 14,081 5911 0 0 0 (19,992) | Adjustment
capital investment Account
Capital expenditure financed from revenue .
balances 9.916 0 0 0 0 (9.9186) (29.908)
Adjustments to Capital Resources
Capital
Repayments of capital loans and mortgages C 0 (34) 0 0 34 | Adjustment
Account
Use of the Capital Receipts Reserve to finance
capilal e: fiture C 0 21,877 0 0 (21,.877) (60,584)
Use of the Major Repairs Reserve to finance
capital e fiture ._!.‘__ 0 0 27,084 i]“‘ (27.084)
Application of capital grants to finance capital
expenditure O 0 0 0 11,657 (11,657)
Cash paymenits in relation to deferred capital I 0 (243) 0 0 243 g:‘lal el d
receipts Receipts
Total Adjustments 30,247 14,963 (19,697) (9,115) (3,192) (33,205)
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Adjustments between Accounting and
Funding Basis 2012113

Transfers
Other
Comprehensive Adjustments Between Adjustments
Opening ) Revenue P Other Closing
Income and to Revenue to Capital .
Balance and Movements Balance
Unusable Expenditure Resources Capital Resources
Reserve 2012113 Resources
1 April 2012 (CIES) 31 March 2013
£000 £000 £000 £000
i ;:::::zhon (209,852) (12,338) | 0 0| 0| 18632 | (203,558) |
;— Financial I T | | |
Instruments | 1‘ | |
! Adjustment | 3,632 0 1 (599) 0 0| 0| 3,033
|_Account 1 1 1 | 1
Rensions 5 557,479 84,871 | 4419 | 0 0 0 646,769
| ~eserve 1 | . I ! ] N S
Collection Fund |
Adjustment (10,031) | 0 1,364 0 0 0| (8,667)
| Account | |
[ Accumulated - | I | T
Absences 4,113 | 0 76 0| 0 0 4,189
Account | 1 B _
Capital | |
Adjustment (1,309,680) 0 | 95,022 (29,908) (103.872) (18.632) (1,367,072)
| Account ~ | | 1 :
Deferred Capital | | .
Receipts ! (739) 0 0 : 0 243 51 | (445)
S | ! I | _|
Total (965,078) 72,533 100,282 | (29,908) (103.629) 51 (925,751) |

Case study 3 — Chichester District Council

This Council’s Statement of Accounts reduced from 90 pages to 69 through a combination

of the following:

1. In the Code Guidance Notes the example financial statements follow the Code’s

minimum line analysis for the Cash Flow Statement which is presented as a short
(nine to ten line) core financial statement supported by three to four disclosure

notes usually running to two to three pages.

2. An alternative presentation shown below which might be particularly suitable for
smaller authorities with relatively few adjustments, is to add lines to the core

statement rather than have separate disclosure notes — see cash flow example

below.
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2016-17 2017-1
£000 ___ f00
(6,411) Net (surplus) or deficit on the provision of services (2,824
6,165 Adju'stments to net surplus or deficit on the provision of (1,664
services for non-cash
Adjustment for items included in the net surplus or deficit
884 on the provision of services that are investing and financing 1,09
activities
638 Net Cash flows from Operating Activities (3,399
Interest
8 Interest Paid
(892) Interest Received (1,099
(884) (1,094
Investing Activities
4,158 Purchase of p_roperty, plant and equipment, investment 11,10
property and intangible assets
265,188 Purchase of short-term and long-term investments 219,28
69 Other payments for investing activities 13
Proceeds from the sale of property, plant and equipment,
(974) non-current assets held for sale, investment property and (669
intangible assets
(268,119) Proceeds from short-term and long-term investments (216,261
(4,461) Capital Grants (5,399
(711) Other receipts from investing activities (1,033
(4,850) Net Cash flows from Investing Activities 7,16
Financing Activities
859 Other receipts from financing activities (2,711
118 Other payments from financing activities 7
977 Net Cash flows from Financing Activities (2,641
(4,119) Net (increase) / decrease in cash and cash equivalents 2
Cash and cash equivalents (Note 16)
6,846 o at the beginning of the reporting period 10,96
10,965 o atthe end of the reporting period 10,93
(4,119) Movement in Cash (increase)/decrease 2

At Chichester, this approach has been applied to all 4 core statements in the accounts.

3. Using graphics for narrative report and disclosure notes eg for senior officer
remuneration bandings as shown below:
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4, In the Adjustments between accounting and funding basis disclosure note,

transactions were summarised by type and a three-column format used to capture
both current year and comparative data in a single table.

Adjustments between Accounting Basis and Funding basis

2016-17 2017-18
General Capital Capital General Capital Capital
Fund Receipts Grants Fund Receipts Grants
Balance Reserve Unapplied Balance Reserve Unapplied
£000 £000 £000 £000 £000 £000
Adjustments to Revenue Resources
Amounts by which income and expenditure included in the Com preh Income and
Expenditure Statement are different from revenue for the year calculated in accordance
with statutory requirements:
(338) - - * Pensions costs (transferred to/ from the Pensions reserve) (3,008} = =
9 - - Financial instruments (transferred to the Finandal Instruments adjustments account) 10 - -
(785) - - Council Tax and NDR (transfers to/ from the Collection Fund adjustment account) 908 - -
174 - -+ Holiday pay (transferred to the Accumulated Absences Reserve) 0 - -
- * Reversal of entries included in the Surplus of Deficit on the Provision of Services in ~
(1.014] (2,749) relation to capital expenditure (transferred to Capital Adjustment account) (=55 (2:207)
(1,954) (3,746) Total Adjustments to Revenue Resources (4,447) - (3,907)
Adjustments between Revenue and Capital Resources
1,451 [1,114) - Transfer of non-current asset sale proceeds from revenue to the Capital Receipts reserve 1,454 (1,454) -
(s) 5 _ Administrative costs of non-current asset disposals (funded from a contribution from the ) 7 ~
Capital Receipts reserve)
- R _ Statutory provision for the repayment of debt (transfer from the Capital Adjustment = _ _
Account)
3,194 - - Capital Expenditure financed from revenue (transfer to the Capital Adjustment Account) 10,447 - -
4,671 (1,109) 0 Total adjustments between Revenue and Capital Resources 11,921 (1,447) 0
Adjustments to Capital Resources
- 1,298 _  Use of the Capital Receipts Reserve to finance capital expenditure - 1,396 -
- - 0 Application of capital grants to finance capital expenditure = o 0
- (12) - Cash payments in relation to deferred capital receipts - (34) -
0 1,286 0 Total adjustments to Capital Resources 1,362 o
2,717 177 (3,786) Total Adjustments 7474 (85) (3,907)
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5. For property, plant and equipment an eight-column format was used to summarise
both years’ data in a single table as shown below:

2. Property, Plant and Equipment

Movements in cost or values

1 April 2016

Additions

Revaluations increases / (decreases)
recognised in the Revaluation Reserve
Revaluation increases / (decreases)
recognised in the Surplus/Deficit on the
Provision of Services

Derecognition — disposals

Other reclassifications — transfers

31 March 2017

Additions

Revaluation increases / (decreases)
recognised in the Revaluation Reserve
Revaluation increases / (decreases)
recognised in the Surplus/Deficit on the
Provision of Services

Derecognition — disposals

Other reclassifications — transfers

31 March 2018

Movements in depreciation and
impairment

1 April 2016

Depreciation charge
Depreciation written out to the
Revaluation Reserve
Derecognition — disposals
Reclassifications — transfers

At 31 March 2017

Depreciation charge
Depreciation written out to the
Revaluation Reserve
Derecognition — disposals
Reclassifications — transfers

At 31 March 2018

Net Book Value
At 31 March 2017
At 31 March 2018

]
%) o -]
L 3 s
3 € 2 £
= =] Q %) ©
@ o a o ] a
2 £ o 2 s EE 5
© S g < b ® D k=
he] T = 2 = @ [ g 2
5 ;8 35 < s g g¢
5 25 % S 3 5 5. a g.
< 5 £ S g g5 85
& g Avl £ 8 a & 8« |2 S
£000 £000 £000 £000 £000 £000 £000
96,272 11,076 3,924 28 4,991 147 116,438
1,784 1,551 0 0 0 421 3,756
7,254 0 0 0 0 0 7,254
(1,406) 0 0 0 0 0 (1,406)
() (689) 0 0 (100) 0 (794)
(230) 0 0 0 230 0 0
103,669 11,938 3,924 28 5,121 568 125,248
908 714 317 0 0 5,750 7,689
4,171 (106) 0 0 (416) 0 3,649
(2,583) 0 0 0 0 0 (2,583)
0 (459) 0 0  (289) 0 (748)
5,879 110 0 0  (230) (5,989) (230)
112,044 12,197 4,241 28 4,186 329 133,025
(2,711)  (4973)  (2,304) 0 (10) 0 (9,998)
(1,064) (975) (333) 0 (5) 0 (2,377)
1,366 0 6 0 0 0 1,372
0 304 0 0 0 0 304
2 0 0 0 (2) 0 0
(2,407) (5,644) (2,631) 0 (17) 0 (10,699)
(1,338) (1,043) (252) 0 (8) 0 (2,641)
1,609 107 0 0 0 0 1,716
0 389 0 0 0 0 389
0 0 0 0 5 0 5
(2,136) (6,191) (2,883) 0 (20) 0 (11,230)
101,262 6,294 1,293 28 5,104 568 114,549
109,908 6,006 1,358 28 4,166 329 121,795
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SECTION FIVE: STREAMLINING THE CLOSURE PROCESS

Introduction

Key elements to streamlining the accounts closure processes are effective planning and
project management which focuses on what is important, starting the process early, and
redesigning processes so that work can be progressed at an earlier stage, for example
through the careful use of estimation. These are summarised in the diagram below:

Diagram 1: Streamlining of the Accounts Closure Process

Close Down Planning

Effective Time
Management -

Start Early!

Other essential
elements

. 4

. 4

. 4

Identify key tasks

Redesign and bring tasks
forward

Ensure that ledger is up
to date and accurate

. 4

. 4

. 4

Set clear deadlines for
preparation and review

Use estimation processes

Ensure that
reconciliations are
completed and
suspense accounts
cleared

¥

. 4

. 4

Stick to the closedown
plan but take prompt
action if deadlines slip

Produce draft accounts
early and update as work
progresses

Work with actuaries,
valuers and other
specialist technical
advice to receive
information early

To reinforce improvement plans, local authorities may find it useful to set clear and
achievable objectives relevant to their own specific priorities eg reducing overall
closedown time or the number of material errors identified by external audit or achieve
successful closedown with fewer resources.

Planning

Having a clear plan and sticking to it is essential. Closedown plans can operate
successfully at a number of different levels of detail, ranging from 40 to 50 separate tasks
for a small single purpose authority up to over 500 tasks for a large London authority or
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metropolitan borough. Plans work best when they avoid excessive degrees of detail and
focus on “what”, “who” and “when”, with “how to” guidance for new and inexperienced

7

staff provided separately.

Ordering and allocation of tasks within the closedown plan will need to reflect local inter-
dependencies, staff capacity and the expected timing of inputs from third parties such as
valuers, actuaries, investment managers and service organisations. Taking positive steps
to obtain such information sooner, or to factor in its expected availability, will assist with
faster closure.

Closedown planning should then be based on the following principles:

e tasks are identified in terms of not just process but also expected outcomes — see
comments on detailed time plan in Appendix C1

e plans need to be comprehensive, with each core statement and every disclosure
note linked directly to a specific task in the closedown plan

e targets should be challenging but achievable

e tasks need to be clear and easily understood by the individual and other key
stakeholders eg the supervising officer and other responsible officers

e interdependences should be highlighted and subsequent actions understood
e regular monitoring processes should be included.
Closedown plans should clearly set out:
e the tasks to be completed
e names of both preparer and reviewer
e deadline dates for preparation AND review.

Timescales in the plan should be realistic about staff capacity in terms of both skills and
time available, and should also allow for:

e quality assurance and review prior to audit
e slippage on individual tasks
e |eave, study commitments and other downtime

e staff capacity in terms of both skills and available time the individual responsible
for the task will need to have both the capacity and skills to complete it.

Separate guidance should also be available covering:

e how to complete each task, assuming that not everyone will be familiar with the
Code or the Code of Practice on Local Authority Accounting in the United Kingdom
- Guidance Notes for Practitioners (the Code Guidance Notes)

e technical accounting considerations

e arrangements for undertaking reviews and clearing issues identified
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e Code disclosure requirements.

The most effective plans are built upon learning the lessons from prior years. This can
best be achieved by having review meetings whilst issues are fresh in the mind to make a
note of all matters arising to include in next year’s plan.

Project management

It is important to ensure that the team that are responsible for accounts close down have
sufficient capacity and skills to undertake the tasks. At a minimum this team will require:

e asupervising officer to review and scrutinise the close down project
e anominated project manager (see also discussion below)
e experienced staff working on closedown tasks.

Some authorities are starting to adopt a “jig-saw” approach, following the structure above
but augmenting with:

e most finance staff working on closedown in some capacity;
e service accountants preparing closedown information for their own area;
e consultants or contractors brought in to provide specialist expertise.

Traditionally the chief accountant was responsible for project managing and preparing the
financial statements. However these individuals are a scarce resource with a lot of
competing demands on their time. What works well at some authorities is the practice of
having another person act as operational closedown manager, responsible for:

e day to day delivery of the project;
e monitoring actual versus planned completion dates and chasing up “stragglers”;
e identifying and escalating blockages, problems etc.

This project manager can be an existing member of staff or a contractor. Rotating project
management responsibility each year helps give staff a better understanding of the
closedown process, thus enhancing overall resilience within the team. The chief
accountant’s role then becomes a combination of project management oversight
providing technical advice, quality assurance and review as opposed to direct preparation.

This approach may take a while to bed in, but can deliver significant benefits in terms of
job enrichment and individual skill levels as well as faster closure. Some local authorities
deliberately rotate closedown tasks on a regular basis, to provide knowledge transfer and
improved resilience within small teams. It can also improve the accuracy of basic
information if staff more familiar with the relevant service area are responsible for
identifying and calculating year-end accruals, provisions or prepayments, identifying grant
conditions etc.

Good project management should also ensure that:

e the ledger is closed, with all journal adjustments posted, BEFORE final draft
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accounts are produced and reviewed

there is a clear cut-off point for year-end journal postings and amendments
processing which allows adequate time for pre-audit checks and review

there is effective version control over the draft accounts, year-end trial balance
reports and key spreadsheets

wherever possible draft accounts are prepared from the ledger — excessive
reliance on spreadsheets should be avoided

Ensuring that the closedown plan gets delivered can best be accomplished by:

emphasising that faster closedown is a key corporate priority
offering paid overtime or time off in lieu
accepting that other work may need to slip or be carried out by more junior staff

holding weekly meetings to assess progress against plan AND taking prompt action
to address problems and delays identified.

Senior management presence at monitoring meetings will reinforce the importance of
achieving deadlines as will keeping a copy of the project plan, or tracker, in a prominent
place such as the office wall or on a screensaver. An extract from the wall chart used at

one unitary council is shown at Appendix C2.

Start Early

Completing as much work as possible before the year-end frees up time at closedown and
enables external audit work on these areas to be brought forward. Areas where work can

be brought forward include:

ensuring that the underlying accounting records and feeder systems are complete,
up to date and fit for purpose BEFORE closedown commences. In practice this
means that all transactions for the year have been posted, any processing
backlogs (eg on housing benefits) have been addressed, bank accounts and feeder
systems have been reconciled and all holding and suspense accounts have been
cleared

producing an early draft set of accounts which includes comparative data and up
to date accounting policies (see section three which sets out how those policies
should be tailored to meet individual circumstances). This can be started as soon
as the previous year’s audit is signed off, leaving ample time for potential changes
to be discussed and agreed with the external auditor with adequate time for
consideration

narrative reports can be drafted using quarter three budgets and outturn reports,
then updated once core statements have been finalised

drafting the annual governance statement as early as possible (see Appendix C3
for more detail)
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At least one-third of all disclosure notes can be drafted ahead of 31 March, as shown in
Appendix C4, using actual transaction data up to period nine, ten, or eleven (where there
is evidence that this information is reliable) plus budget estimates or extrapolated figures
to cover the rest of the year then updated as more accurate information becomes
available. These should, however, be subject to review to ensure that they are sufficiently
accurate.

Avoid unnecessary work
This can be accomplished in a number of ways but popular examples include:

e applying concepts of materiality to closedown processes (see below) as well as
presentation and disclosure

e reviewing accounting policies to ensure that where possible the estimation
process is simplified for example efficiencies may be made in respect of the
Council’s approach to componentisation and to increase the de minimis levels for
recognising capital additions (see earlier comments on the use of materiality)

e selecting a ledger coding format which (a) matches the authority’s internal
financial reporting framework and (b) enables the Comprehensive Income and
Expenditure Statement to be readily derived from ledger information without
extensive re-analysis Identifying less time-consuming ways of producing essential
information eg holiday accruals can be based on the extrapolation of a sample of
annual leave records, overhead reallocations can be based on agreed percentages
rather than detailed analysis of staff time

e simplifying cost re-allocation practices. The Code no longer requires reallocation
of overheads, outsourced or shared service costs across separate lines in the
Comprehensive Income and Expenditure Statement (CIES) if this is not how
outturn against budget is reported to members during the year. A number of
authorities now report corporate or shared service costs as a single line in the
CIES.

Materiality and the Accounts Closure Processes

As well as helping to determine which disclosure notes need to be presented in the
accounts, concepts of materiality can also be applied to streamline closedown processes.
Tasks identified in the closedown plan should aim to avoid spending excessive time and
effort on items which are not material and will therefore not be separately disclosed in
the accounts. Instead, practitioners should plan to concentrate on high value items,
especially where these are inherently complex in nature or involve potentially contentious
judgements. At most local authorities these are likely to include pension liabilities, service
concessions, capital accounting and capital financing disclosures.

Most authorities will adopt much lower materiality levels at the preparation and
closedown stage than they would when considering disclosures. The level chosen will
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need to have regard to the number of transactions involved, in order to avoid problems
with creeping materiality. Levels should also be set low enough so that decisions on
streamlining do not need to be revisited if materiality is revised at the final accounts
stage.

A worked example of how audit materiality has been used to inform an authority’s
decisions to streamline both financial statement disclosures and year-end financial
processes is provided in Appendix A.

Updating accounting policies

When reviewing or amending accounting policies, accounts preparers should be mindful
of the need to keep an adequate audit trail and maintain a record of what has been
changed and why. Evidence of senior management and review is essential and many
authorities take a separate report to Those Charged with Governance seeking approval of
any changes to either accounting policies or the overall format and layout of their
financial statements in advance of the year-end. Not only can this expedite the
closedown process it also has governance benefits in terms of:

e allowing members to focus on the principles rather than the detail

e ensuring that any complex or contentious issues can be discussed and agreed in
advance.

This approach has been adopted by, amongst others, Chichester District Council see
report to Corporate Governance and Audit Committee on 29 March 2018 at
http://chichester.moderngov.co.uk/documents/s11585/10.0%202017-
18%20Accounting%20Policies.pdf

Use of estimation processes

Estimation processes can be used to streamline year-end close in circumstances where
actual figures could be established but can more readily be forecast using estimation
processes as there may be no significant differences from actual data.

Pre-population Using Projections from Current Year Data

If an authority has eleven months of payroll data it should be easy to predict the last
month information with basic information on leavers and joiners.

This approach is commonplace in many commercial organisations, and also in the National
Health Service where accounts have to be prepared within three weeks of the year-end.
Typically, the accounts are drawn up as at the end of period ten or eleven, then “rolled
forward” firstly by extrapolating year to date actuals, and then adjusting for any
significant transactions or events.

Other Estimation Processes

Another approach is to use budgetary information as the basis for accounting estimates
where it is considered unlikely that it will be materially different from the actual position
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at the year-end. For example:

e local authorities not experiencing significant housing or business growth could
compile the Collection Fund account and disclosure notes from budget reports

e support service recharges and overhead costs could be reallocated based on
budget calculations or estimates contained in service level agreements.

Estimation techniques can either be adopted as a general approach towards preparing the
whole of the financial statements, or applied selectively to individual transactions and
balances. Either will expedite the closedown process, although these techniques tend to
work best for balances made up from either:

e alarge number of small value transactions which occur regularly (or to a known
pattern) throughout the year eg revenues and benefits, accounts payable and
payroll systems

e transactions, such as precepts, rents or lease payments, which can be predicted
with a high degree of certainty in terms of both value and transaction date.

Regular Close Down

Regular closedown during the year as part of quarterly outturn reporting (sometimes
known as “mini-closedown or “hard close”) will also improve the accuracy of year-end
accounting estimates as it provides more information about the movement in cash flows
and the pattern of transactions during the year.

When adopting or extending the use of the estimation techniques discussed above, local
authority accounts preparers should remember to:

e discuss and agree the proposed approach with external audit at an early stage
e undertake sensitivity analysis to assess the impact of the proposed change

e ensure that the rationale for the new approach, calculation methods used and
supporting evidence for key variables and assumptions are fully documented

e compare estimations made to actual figures when these subsequently become
available to confirm that no material difference exist.

Case Study — pension funds

A number of local authority pension funds have brought forward year-end closure by
estimating some or all of their Fund Account transactions and Net Asset Statement
balances based on an extrapolation of period 10 or 11 data.

A similar approach could be adopted for:
e HRAincome — multiplying the average weekly rent roll x 52 weeks;
¢ Housing Benefits — by extrapolating year to date claims and payments made;
e The Collection Fund — by basing Council Tax and Business Rate income on 1 April

valuation reports and precepts on approved budget reports to members.
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SECTION SIX: WORKING PAPERS AND AUDIT TRAIL

Introduction

As accounts production and publication deadlines are brought forward it is increasingly
important to ensure that accounts closure working papers are effectively documented.
The audit trail is the evidence provided by the authority that enables a reviewer to drill
down from the accounts into transactions and balances, and a worked example of the
expected audit trail to support a creditors’ disclosure note has been provided in Appendix
D1.

Streamlining the accounts production process involves reducing not just the time and
effort taken to produce the year end statement of accounts but also the time and effort
taken to complete the external audit process and process any material adjustments
identified. This time will inevitably be reduced at local authorities which can:

e deliver Code-compliant, materially accurate draft accounts
e provide a clear audit trail with comprehensive and understandable working papers
e undertake and evidence pre-audit quality assurance and review.
Fostering a “right first time” approach is key and this is largely driven by the quality of:
e working papers and audit trail
e pre-audit checks and review

External Audit’s working paper requirements should be discussed and agreed well in
advance and most external audit firms will provide a list of their expected requirements.
If adequate working papers are not made available by the agreed date, auditors may be
forced to suspend the audit entirely and even if they do decide to persevere, their
additional work will lead to increased audit fees and possibly delayed sign off.

Equally as important as the audit are the needs of the chief finance officer and those
charged with governance. Both have specific statutory responsibilities in respect of the
financial statements:

e the chief finance officer is required by statute to confirm or certify that the
statement of accounts presents a true and fair view of the authority’s financial
position at the year end, and its income and expenditure for the period

e those charged with governance are required to review and approve the accounts.

Both parties should expect the accounts presented to them to be supported by adequate
working papers which have been subject to review.

What is a good set of working papers?

Ideally each line of the core financial statements and each disclosure note should be
cross-referenced to a working paper linking back to:
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the general ledger or trial balance, there should be a clear understanding of what
the working paper is intended to evidence ie the purpose of the paper

Code financial reporting and disclosure requirements

relevant journals, feeder system reconciliations or other supporting information —
invoices, contracts, valuations etc.

All working papers should clearly record the following:

who the preparer is and how they can be contacted

who has reviewed the working paper and what assurance or verification processes
have been carried out

the key issues identified and how these have been resolved

statement of any judgements made in the paper, eg the principles used in
measuring the movement in the impairment of a bad debt provision or the
amount to be recognised as a contingent liability

method of compilation and source documents used.

It is important to remember that:

copies of spreadsheets, pivot tables, ledger reports and journal postings are
unlikely to be sufficient in themselves without some additional explanations about
where the information has come from and what the preparer was trying to
achieve

all of the information provided should be internally consistent and agree with
what is actually in the accounts submitted for audit

reconciling items, mispostings and suspense account items should all be resolved
and dealt with prior to the external audit.

Common problems with working papers include the following:

poor version control so working papers are out of date

working papers not updated for late adjustments

working papers/supporting evidence is lost, missing or filed in the wrong place
inconsistent quality of working papers or methods of presenting information

information provided by spreadsheets are inconsistent with or not reconciled to
the final closing trial balance

trial balance or feeder system reconciliations not printed off or not available
inconsistencies between working papers, ledger and accounts
spreadsheets hard coded or linked to information the auditor is unable to access

no effective review by senior management at pre-audit stage
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e papers and review topic are not evidenced.

Using standardised working paper templates and summary sheets cannot guarantee to
solve all these problems, but they are a useful way of improving quality, consistency and
evidencing pre-audit review. An example of a suite of standard working paper templates
used by several local authorities is set out in Appendix D2 (this example is for two
disclosures within a local authority pension fund).

Case study — Mersey Waste Disposal Authority

This case study demonstrates how improving closedown processes and the quality of
working papers can lead to a quicker, more straightforward audit, with savings in audit
fees and less time taken up with audit queries.

Using a two-stage approach, the Director of Finance engaged consultants as follows:

\EI@E Resolve ongoing technical issues — corrected via £12m prior period adjustment

Year 2 e Revised format of Statement of Accounts

e Introduced formal closedown plan

e Improved closedown and reconciliation processes

e Introduced working paper templates and pre-audit review

As a result the authority experienced a much quicker and less time-consuming audit,
mainly completed off-site, with:

e no additional audit fees;
e fewer material errors identified;
e deadlines achieved;

e positive feedback from external audit.

Quality assurance and pre-audit review

The first thing any external auditor will do when they receive a draft statement of
accounts is to:

e agree comparative figures to last year’s accounts

e compare this year’s Balance Sheet to the trial balance or ledger
e check additions, casts and cross references

e complete disclosure checklists and carry out consistency checks.

This work will determine how much detailed testing is required and in fact most audit
errors are identified at this stage, before any on-site work is even carried out. Effective
review at the pre-audit stage can streamline the audit process by reducing both the
number of errors identified and the amount of testing carried out.

Pre-audit review should be undertaken at two levels, namely:



on each individual set of working papers to confirm that the audit trail is clear and
Code reporting and disclosure requirements have been complied with

an overall check on additions, cross-referencing and consistency. This should be
completed, or at least reviewed by, the chief finance officer.

An example of the first type of checklist is provided for property, plant and equipment

disclosures in Appendix D3. Overall consistency checks should focus on recurring
transactions and balances, for example:

statutory overrides

capital accounting and financing transactions
pensions liabilities

surplus/deficit on the provision of services

Cash, loans and investment balances.

An example checklist is provided in Appendix D4.

Evidencing significant judgements and complex accounting estimates

The most complex estimates prepared during closedown will often relate to legal claims

and equal pay claims, movement in impairment allowances for bad debt, provisions for

business rates appeals, service concessions arrangements (PFI/PPP) schemes or provisions

for maintenance of closed landfill sites.

Unnecessarily complex calculations, or disagreements with auditors over the calculations
made, are probably the single most common cause of delays in both production of the

accounts and completion of the audit. This can best be avoided by:

agreeing the basis of the calculations, key assumptions and proposed
methodologies with auditors at an early stage

documenting the methodology adopted, the assumptions made, and explaining
where source information has been obtained from

using sensitivity analysis to identify which assumptions have most impact on the
end result

selecting appropriate discount factors to reflect the change in value of money
over time

considering the right level of detail — try to avoid unnecessary accuracy

disclosing key judgements made, and the basis of material accounting
estimates, in disclosure notes

accepting that there will be different possible approaches so calculate
worst/best case outcomes and select an option around the mid- point or most
likely scenario.
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Case study — Closed landfill sites

Waste disposal authorities are required by law?! to maintain closed landfill sites for up to
40 years. Some key variables, such as the size of each site and the number of years’
maintenance remaining, can be ascertained fairly readily, but others are more difficult to
predict such as:

e the amount and timing of future expenditure;
e future increases in labour and material costs;
e discount factors to allow for the change in value of money over time.

To estimate their closed landfill site provision, South Gloucestershire Council prepared a
matrix of 80 different calculations using various combinations of assumptions which
ranged from £1.7m to £3.7m as shown below. The midpoint (median) of £3.1m was then
selected for the purposes of the year end accounts.

Resuits Provision at different levels of spend £60k to £100k
Average Average Average
£60k- £70k- £80k-
£100k £100k  £100k £60k £70k £80k £90k £100k
£000s £000s £000s £000s £000s £000s £000s £000s
Minimum 1,711 1,996 2,281 1,71 1,996 2,281 2,566 2,851
Maximum 4,735 4,735 4,735 2,841 3,315 3,788 4,262 4,735
Average 2,946 3,130 3,314 2,209 2,578 2,946 3,314 3,682
Median 2,849 3,086 3,267 2,185 2,549 2913 3,277 3,642
Suggested provision 2,900 3,100 3,300 2,200 2,600 2,900 3,300 3,700

1 Under the Controlled Waste (England and Wales) Regulations 2012.
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SECTION SEVEN: THE CHIEF FINANCE OFFICER’S
RESPONSIBILITIES

Introduction — The Statutory Role of the Chief Finance Officer

Chief finance officers (CFOs) have specific statutory responsibilities in respect of the
financial statements, and must formally confirm or certify in writing that the statement of
accounts presents a true and fair view of the Council’s financial position as at the year-end
date and of its income and expenditure for the financial year.

Meeting these Responsibilities

When meeting these important statutory responsibilities officers need to take ownership
of the statutory statements of accounts. This can be best facilitated by:

e identifying the primary users of the published financial statements (see section
four)

e ensuring that the key messages that the accounts need to convey are clear
e giving a strategic steer on the content of the accounts;

e ensuring that the judgements and decisions made during the accounts production
process reflect the factors above

e promoting the importance of high quality year-end financial reporting.

CFOs also need to take time to ensure that they understand complex accounting entries
and are able to:

e explain these to members and those charged with governance
e justify the approach if challenged by external audit.

If advice is being sought from experts or external advisors, chief finance officers need to
understand the nature of this advice, and the context in which it was commissioned and
provided. Common reasons for delays in issuing audit opinions are due to:

e local authorities being unable to explain or justify complex accounting entries,
estimates or judgements by reference to relevant Code requirements or
accounting standards

e independent advice or valuations have been incorrectly scoped, are out of date or
do not take account of relevant information

e local authorities not fully understanding or applying incorrectly the advice or
information provided by independent experts.

Key closedown tasks for the Chief Finance Officer

In addition to the statutory framework as a key accountability document the CFO will have
an essential role in communicating the key messages to the rest of the authority and
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those charged with governance as well as supervising the work of the accounts
closedown, the tasks that will therefore fall to the CFO comprise:

liaising with members on progress with production and any major matters arising

liaising with other chief officers to secure their co-operation and ensure that
closedown tasks are treated as corporate priorities at the appropriate time

appointing a supervising officer to manage the operational aspects of the accounts
production process

ensuring the supervising officer will have the necessary technical and
management skills

ensuring that the supervising officer has sufficient resources (staff,
accommodation, IT, etc) to complete the operational aspects effectively

ensuring the supervising officer has sufficient rights of access to information and
explanations from other officers of the authority

setting key target dates and commissioning and approving a detailed closedown
plan from the supervising officer

commissioning progress reports from and meeting with the supervising officer,
with sufficient regularity and depth to allow judgements to be made about the
need to intervene to resolve critical matters

setting parameters for matters arising that require exceptional reporting by the
supervising officer (eg, disagreements with the external auditor about an
accounting policy, significant failure to meet a critical deadline, staff shortages etc)

ensuring that sufficient satisfactory work has been carried out by internal audit to
provide assurance that the output of the financial systems can be relied upon for
final accounts purposes

keeping up to date with technical accounting developments so as to be able to
challenge the work of the supervising officer effectively

ensuring proper arrangements for liaison with external audit.

Appendix E provides an aide-memoir for chief finance officers, summarising key areas

where their input and involvement is required. Appendix D4 provides a format for

evidencing key checks on year-end financial statements and these or similar checks should

be completed (or at least reviewed in detail) by officers at pre-audit stage.
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SECTION EIGHT: AN AUDITOR’S VIEW OF STREAMLINING

Introduction

A key facet of producing this guidance has been ensuring the involvement of external

audit to ensure that the suggestions will stand up to the scrutiny of external audit

colleagues up and down the country. Also it will help shape the guidance into something
which will help make future audit cycles a more straightforward process for both local

authorities and external audit alike.

In terms of providing some background to the work which has already been done, over
80% of the 326 local authorities across England had their accounts signed off by the 31st
of July 2018 deadline, which was an impressive feat for all concerned given the challenges

that both sides faced in reaching this deadline. However, there is clear recognition that
there is still work which can be done to make the process even smoother for 2018/19, and

this guide is designed to help organisations with continuous improvement in this area.

Building successful working relationships

As a way of a brief refresher, there are a number of tenets from an external audit
perspective which help to ensure we can make efficient and effective use of our time on

site, be it during early testing or the final accounts visit. These include:

Spending the time to have a full debrief on 2017/18 between key members of the
finance team and external audit colleagues ahead of the 2018/19 audit cycle to
work out what went well, what could be improved and anything new which could
be considered for this year’s audit. Even where an audit went well there are
always areas to improve for next year to make the process even more
streamlined.

Ensure that early discussions are held between finance and external audit for any
new/one-off transactions which are likely to occur during the course of the year,
or any changes in key estimates or judgements. This will ensure these
conversations have been resolved ahead of year end and prevent critical time
being consumed in June and July.

If you are planning on removing elements from the Accounts then have an early
discussion with external audit to ensure they are on board, and so that this
doesn’t come as a surprise at the start of June. We would encourage accountants
to be bold in considering whether disclosures from the previous year still remain
relevant — too often they focus on what needs to be added in the current year as
opposed to what can be removed from the previous year.

The above also applies to the implementation of new standards implemented in
the Code or other Code requirements — teams should consider and challenge
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whether they are affected by the new changes rather than just adopting it and
creating more work that isn’t needed.

e Focus on making a real success of any early testing visits — in practice treating this
like a mini-final accounts audit with the same turnaround time for queries and
engagement from both sides will ensure it is taken seriously and adds value.

e Also revisit those areas you considered early last year and see if there are any
more you can add this year — this is another area you are unlikely to unearth all
possibilities in one year, so this is well worth another review as part of agreeing
your closedown timetable.

e Finally, remember to check that any disclosures left out on materiality grounds in
previous years remain immaterial for the current accounting period.

Working Papers

In respect of working papers, the particular elements remain key to help support the
delivery of early close:

e Working papers and requested data files are ready prior to the commencement of
the audit, depending on when this has been agreed with the external audit team.

e To support the above, consider the use of an electronic file sharing platform which
will help both sides monitor and manage the process, identifying areas where
working papers are late or have not been provided in full.

e Working papers are provided in support of the all of the core Financial Statements
and related Notes, along with the narrative elements of the Accounts, such as the
Narrative Report or the Annual Governance Statement.

e The individuals responsible for preparing the working papers are identified and
notified of the deadlines agreed.

e Appropriate review arrangements are in place by a senior officer to ensure that
working papers of adequate quality are available by the agreed date.

All of these relatively simple steps will help make the process feel considerably more
straightforward than would be the case otherwise, and helps reduce the amount of time
colleagues will need to spend with external audit during this period. This is very much an
area where time invested up front will pay off significantly during June and July.

The Audit

During the course of the audit itself, the key factor to a smooth and successful final
Accounts visit is a simple one, and that is communication. Clearly as external audit we
recognise that this expectation works both ways, so whilst external audit expects the local
authority to inform us of any delays with any working papers, it is not unreasonable for
external audit to communicate delays from their side, such as a team member being off
sick for example. Having regular formal meetings during the process as well will help to
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identify any delays or issues as they arise, which allows them to be tackled in a timely
manner rather than letting them drag on and have a major impact on delivering by the
end of July 2019.

In our experience, where early close has been a success there has been one key point of
contact from the local authority who provides scrutiny and challenge on the internal
delivery of the tasks that members of staff have been allocated as part of the closedown
programme. This ensures that they do most of the chasing of outstanding working papers
and sample items as opposed to the external auditor, which is a far more comfortable
process for all concerned.

Another area which often causes unnecessary issues at the end of the process is the
actual task of getting documents signed by the relevant people, which can become a real
issue given the conflicting demands senior members of staff will have. Thus it is important
that this is built into the closedown timetable, and there are contingency plans in place
should, in the worst case scenario, something unexpected happen which requires the
signing dates to be changed.

Commentary on Early Accounts Close Down Processes

In terms of the guidance included within this document, as mentioned above there has
been involvement by external audit colleagues during its preparation to make sure that it
is in line with our requirements for an external audit of a local authority. What this will
ensure is that clients can be confident they are not going to face significant challenge from
the technical functions within the accounting firms when it comes to reviewing the draft
Accounts received at the start of June. As is clear throughout the guidance and the Code,
there are a large number of areas which come down to Management making a
judgement. Now as long as this judgement is reasonable and there is clear documentation
as to how this judgement has been reached, then the level of scope for challenge is
limited, and should allow you to approach the final Accounts window with confidence. It is
however, worth emphasising that the accounts belong to the local authority and the
Section 151 Officer. Auditors are then required to express an opinion on whether they are
true and fair. Both sides should keep this at the front of their minds during the course of
the audit to make sure they don’t lose sight of the end game.

However, as mentioned above, clearly where there are some areas which require the view
of external audit before they are in a position to sign off the Accounts, then the sooner
this consultation takes place the better. It was technical issues which caused a significant
number of the delayed external audit opinions, albeit a number of these were out of the
control of the external audit team on the ground or the finance team, which thus
highlights the importance of early consultation and discussion in this area to avoid any last
minute hitches which could easily have been avoided.

Conclusion

Overall, it is very clearly a two-way process to ensure that the Accounts are signed by the
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planned deadline for all authorities, and that both sides recognise the importance of their
role in making this a success. However, following some of the tips included within this
guidance, and ensuring you liaise with your external auditor regularly during the course of
the year should help ensure the June and July period is smooth and ensures everyone

involved can look forward to a well-earned break!
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APPENDIX A: MATERIALITY EXAMPLE

Worked example - XYZ fire authority

The Authority reviewed the users of its financial statements and determined that they primarily refer
to the Balance Sheet for high-level information about the assets and liabilities under the Authority’s
stewardship but have a closer interest in the Authority’s funding requirement. It therefore decided to
set a higher level materiality of £X for items that would have an effect on the Balance Sheet based on
a percentage of net assets.

For items of income and expenditure it calculated a lower figure as a percentage of the gross revenue
budget. A materiality level of £Y will be used for income and expenditure items that would impact on
the CIES. The assessment was based on the findings from the annual governance review and
discussed with the Audit Committee.

Therefore, for the purposes of financial statement disclosures the Authority decided:

. to review the need to include disclosure notes for any items below £X in the Balance Sheet
and £Y in the CIES and Cash Flow Statement; and
. individual line items in disclosure notes below £X for the Balance Sheet and £Y for the CIES

will be amalgamated.

The Authority then assessed the implications of materiality for planning the closedown work for
Balance Sheet and CIES items.

In relation to CIES items Members allowances, exit packages, officer remuneration and related party
transactions were identified as sensitive disclosures since they tend to attract the most member and
public interest therefore officers plan to ensure that these are accurate to the nearest £.

The Authority then proceeded to consider the implications of the materiality level for the work to be
carried out on each item of income and expenditure. Consideration was given to the risk that the
omission of transactions or the use of estimation techniques to measure them might result in a
material misstatement of the item. Depending on the volume of transactions and the opportunities
for reliable estimates to be established, it was decided that:

. no separate closedown tasks would be performed on line items with a value less than £z — eg,
for stocks and stores balances the year-end ledger balance would be used — no requirement
for year-end stocktake as reliance placed on spot checks carried out throughout the year

. no individual year-end journals would be raised for transactions that are less than:
o fa —sundry income
o £b — sundry expenditure
o fc — payroll costs
o) etc...
. items less than £d would not be capitalised

Arrangements were put in place for the review of materiality levels and de minimis amounts as
closedown work proceeds.

The external auditors provided information on their materiality and the Authority is satisfied that its
materiality decisions do not need to be re-visited.
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The example on the previous page is based on a small single purpose authority. For multi-
service authorities, there may be a need for a greater range of materiality levels for different
components of income and expenditure and different items in the balance sheet. This will
depend on the authority’s assessment of control risk and the inherent complexity of the

relevant transactions (e.g. PFl arrangements or complex financial instruments may
warrant specific consideration).
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APPENDIX B: DISCLOSURE NOTES

Examples of alternative presentations of disclosure notes which may allow the accounts

to be produced in a more streamlined manner and enable the key messages to be more

easily understood

1 — Use of summarised data

(Glasgow City Council)

These examples provide effective

aggregation of transactions in detailed

disclosure notes for:

e Statutory overrides and adjustments

e Grantincome

01617 Deblar/ Debtor /
Net (Creditar) 201718 (Creditor)
Expendture s at 31 March at 31 March
{income) 2017 Related party trangactions and balances Expenditure  Income 2018
£000 £000 £000 £000 £000
(4200 44 331 Scottish Event CampusLtd 500 (105) 45371
134 561 (7483 CityBuilding (lasgow) LLP 45,985 (7,108) 2851
i 0 CityBuilting (Cortracts) LLP 71,074 (4,501) 018
1862 36,283 CityParking (Glasgow) LLP 5122 (3,389) 35,804
73976 (5601 Culture and Sport Glasgow §3,368 (8,770) 324
53513 506 Cordia (Services) LLP £0,622 (6,375) 482
£2,176 (394)  Cordia (Care) LLP 52,914 0 (236)
2075 (1500 CityProperty Glasgow(invements) LLP 4922 (1,588) (561)
1833 (126)  CityProperty (Glasgow LLP 2,839 (786 (715)
12,378 211 Community Safety Glasgow Lid 13,641 (1,677) 173
50,310 (3122)  Sewice GlasgowLLP 53,340 (8,030) 1 861
§.429 79 Jobs & Business Glasgow 8,497 (2,115) (695)
11,101 3571 Strathclvde Partnership for Transport 10,679 0 1704
55,126 (300)  Strathclyde Pension Fund 72,187 (3,361) (345)
31071 (2537)  Teachers' Pension Fund 32,148 0 ]
(1 4E6) B9 Clyde Gateway 28 (453) M
19,295 (18295  GlasgowCity Integration Joint Board 380118 (370,487) (31,378
(45) 29 Scotcash 57 (88) i

Accounting adjustments permitted under regulation during 201718

ing the Capital

Charges far depreciation and im pairm ent, and downward revaluation of
Propery, Plart and Equipment and Assets held for sale

Am ortization of Intangible assets

Capital grart and contributions applied to the Com prehensive Incom e and
Expenditure Statement

Met gzin on sale of Propety, Plart and E quipment and Assets held for sale
Loans Fund principsl
Capital reczipts applied

Capital expenditure charged to General Fund R eserve

ing the Financial
Account:

Amounts by which finance costs charged to the Com prehensive Incom e
and E xpenditure Statement differ to that calculated under statute

ing the Pension

Amoounts by which pension costs debited or credited to the Com prehensive
Incom e and Expenditure Statement ditfzrto that calculated under statute

ing the E Statutory

Account:

Lmount by which em ployees' remuneration charged to the Com prehensive
Incom e and Expenditure Statement on an sccrusls basis is different from
remuneration chareshle inthe year in accordance with statutory
reguirem ents.

Totals

31 March 2018

Usable Reserves

Capital

General Grants
Fund Unapplied Unusable

A nt
£000 £000 £000
194,473 (194 473)
2,109 (2,1093
(106,744) 6577 100,167
(705) 705
(53 687) 83,687
12,410 (12410
(3,095) 3,096
(3,820) 3,920
75,000 (75,0003
854 (854)
86,724 6,677 (93,301)
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2 — Use of Tables

(Lambeth)

This example illustrates the use of tables rather than narrative format to present
accounting policies and explanations of statutory overrides and adjustments in the
Expenditure Funding and Analysis disclosure note.

‘Waluation B

Property, Plant and Equipment: Dwellings Existing use wvalue for social housing

Esisting use value ; and depreciated replacement cost in the case of
specialized assets such as schools

Property, Plant and Equipment: Cther Land and
Building=

Fair value —lewel I - Signifcant Observable Inputs.

Land, Officz and Retail as==ts hawe beenbased onthe market approach
using cument market conditions and recent =ales prices and other relewant
information for similar assets inthe local avthorty area. Market conditions
far these assettypes are such that the level of obsanable inputs are
zignifcant leading tothe properties being categorized at Lewel 2 in the Gir
walue hierarchy.

Fair values based on the following:

= quoted securties — cument bid price

= ungquoted securties —prok ssional estimate

= unitized secunties — cument bid price

= property — market walue.

Property, Plant and Equipment: Surplus Assets

Pensions Assets

Bdjustrert A

Prop erty, Plant and
BEqui prme nit

[ preciation and
revalugtionfimpaiment los=ses

ntangible Azsats

Amortisation and impaimment

nwestment Properties

o vements in fair value

Rewenue Expenditure
Funded from Capital
under Statute

Esxpenditure incumedin 201718

#Annual contribution from
revenue towards the reduction in
its owerall bomawing requirement
equalto an amaunt calculated
on 3 prudent basis determinead
bythe authortyin accordance
with stEtutory guidance.

Capital Adjustment Ao unt

Capital Adjustment Account

Capital Adjustment Account

Capital Adjustment Account

49




3 Pooled budget disclosure

When pooled budgets were first introduced to encourage joint working and use of
resources between the NHS and local government under section 75 of the NHS Act 2006,
there was genuine pooling of resources between local authorities and NHS bodies, with
funds being held by one partner on behalf of all pooling partners, sharing of risk and
surpluses/deficits. However with the introduction of the Better Care Fund, some local
authorities have moved away from pooling to just joint working, but with each partner

retaining control of their own funds.

If there is no evidence of unanimous decision making, then the disclosure can be
simplified and limited to the requirements of Code paragraph 3.4.4.1(4) as shown by the

example below.

Example Better Care Fund disclosure

The Council has enterad into a non-poealed partnership arrangement under section 75 7
af the Mational Health Service Act 2006 with the Central London and West London
Clinical Commissiening Groups for the provision of Adult Social Care and Health
Services with primary support needs of physical support, mental health su pport,
learning disability support, support with memory and cognition, soclal support and

senvices tosafeguard adults,

The alm is to meet the needs of people living in the Westrminster City Council area.
Expenditure funded from this budget includes the provisionof care in residential
settings, community senvices enabling people to rermain in their own homes and a
community independence service which supports the re-ablement of residents,

Only expenditure under the Council’s remit is recognised in the Comprehensive
Incorme and Expenditure Statemeant. Any surplusor deficit generated from the
arrangement Is the responsibility of the respective partner to whaorn it s attributed.
The partnership arrangement includes all income and expenditire relating to the
Better Care Fund, whether funded by Council or by the NHS partners. The partner
authorities are responsible for managing the individual schemes for which they have

lead responsi biliog.

201G/17 2017 18
WG CCGs Total Programme area CCGs Total
E0D0s E000s ED00E EDODs EDO0s
8,759 4264 13,023 Leaming disabilities support 5813 21313
D Improved Batter Care Fund 8721
4,525 4,9 5,954 Mental Haalth 3865 8452
8,816 B,816 Existing NHS Community Servas 488 BIRE
5,065 6,055 Re-ablemeants and sacal care services B27T B2TT
b 1] 6,951 7,958 Community indepandende service 4,783 5883
5,585 11,170 16,755 Othar 8352 16274
20,267 38,305 58,572 37,078 73,908

Source: Westminster City Council Statement of Accounts 2017/18

Identifies the partner
badies)

Explains the purpose of
the partnaership

Explains recognition,
measurement and
presentation

Disclosure limited to
significant programme
areas only using £5m as cut-
off
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4 — COMBINING DISCLOSURE NOTES

This worked example combines disclosures of cost/valuation and net book value for property plant and equipment, Investment Properties, Heritage assets
and Assets Held for Sale.

NOTE: There are limits to this approach. The example is probably close to the limit of what you might wish to present on one page.

2017/18
£000 £000 £000 £000 £000 £000
Landand Vehicles, Plant Infrastructure Total property, plant Investment  Heritage Assets held
Buildings  and Equipment and equipment Properties  Assets forsale
60,544 70,757 355,116 486,417 410,538 42,746 2,250 Gross cost 1 April 2018
(3,605) 59,422 (140,763) (84,946) (5,269) 0 0 Less: Depreciation and disposals
56,939 130,179 214,353 401,471 405,269 42,746 2,250 Net Book Value 1 April 2018
14,418 756 29,476 44,650 585 4,071 0 Additions
536 0 0 536 11,962 0 0 Revaluations
(13,364) (3,505) (36,994) (53,863) 0 0 0 Depreciation and Impairment
(500) 0 0 (500) (8,786) 0 (2,250) Derecognitions and disposals
(500) 0 0 (500) 0 0 500 Transfers and reclassifications
57,529 127,430 206,835 391,794 409,030 46,817 500 Net Book Value 31 March 2019
74,998 71513 384,592 531,103 423,085 46,817 500 Gross Cost 31 March 2019
(17,469) 55,917 (177,757 (139,309) (14,055) 0 0  Less: Depreciation and diposals
57,529 127,430 206,835 391,794 409,030 46,817 500

£000 £000
Landand Vehicles, Plant  Infrastructure Total property, plant Investment Heritage Assets held
Buildings and Equipment and equipment Properties ~ Assets  forsale
74,998 71,513 384,592 531,103 423,085 46,817 2,750
(17,469) 55917 (177,757) (139309)  (14,055) 0 (2250)
57,529 127,430 206,835 391,794 409,030 46,817 500
11,418 1,919 25,555 38,892 23,130 0 0
693 0 0 693 476 0 0
(20,801) (4556)  (37,255) (62,612) 0 0 0
(637) (55) 0 (692) (476) 0 (500)
0 0 0 0 (2,750) 0 2,750
48,202 124,738 195,135 368,075 429410 46,817 2,750
87,109 73,432 410,147 570,688 443941 46817 2,750
(38,907) 51,306 (215012) (202,613)  (14531) 0 0
48,202 124,738 195,135 368,075 429410 46,817 2,750
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5 — Fair Value

This table demonstrates how the Authority has met IFRS 13 requirements by combining all

relevant disclosures for each asset category where Fair Value requirements apply.

Classified in
Balance
Sheet as

Basis of valuation

Exchange traded pooled investments (Level 1)

Observable and
unobservable inputs

Key sensitivities
affecting valuation

Valuation
range £000

Carrying
value £000

(Short term Closing bid value on Not required Not required Not required 2018/19:
investments) published exchanges £37,898
2017/18:
£41,688
Freehold and leasehold properties (level 3)
Surplus assets, 3 Valued at fair value at the Existing lease Significant changes  +/- 10% 2018/19:
investment year-end by John Finley terms anq nature in rental growth, Maximum £340,239
properties, FRICS of independent of tenancies, vacancy levels or Value: 2017/18:
assets held for valuers Carrott-Jones LLP Vacancy levels the discount rate £374 263 '
sale in accordance with the ¥ could affect value o £330,727
RICS Valuation Standards Estimated rental as could general Minimum
(9t Edition). growth and changes to market ~ Value:
discount rates prices £306,215
Unquoted equities (level 3)
Long term 3 Comparable valuation of EBITDA multiple Valuations could +/-15% 2018/19:
investments similar companies in Revenue multiple be affected by Maximum £420,480
accordance with . post balance sheet
. . Discount for lack Value 2017/18:
International Private of marketabilit events, changes to
Equity and Venture Capital ) ¥ future cashflows, £482,977 £415,360
Valuation Guidelines 2012 Control premium or significant post Minimum
balance sheet Value
events £356,983
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6 — Statutory Adjustment Disclosures

Background

There are opportunities throughout the accounts to streamline presentation. However,
practitioners might be unwilling to take all of these opportunities because they would
obscure information that is locally judged material and would otherwise not be disclosed
elsewhere. Alternatively, a note might collect together information that is available in
other notes but is usefully presented again in one place.

The Statutory Adjustments note is a good example. The note can be collapsed down to
show the reconciling amounts for each category of adjustment. Linking this in with the
unusable reserves matched with each adjustment allows the Unusable Reserves note to
be similarly streamlined. However, this depends on a judgement that any primary users
of the accounts will either not be interested in what makes up the reconciling entries or
be able to identify the material items in the reconciling amounts elsewhere.

This presentation is therefore only suitable for those authorities who judge that the key
information to be conveyed in the note is that adjustments have been made in particular
areas of the accounts to convert financial accounting figures into those impacting on
council tax and that it would clutter the accounts to show users anything more than the
net effect on the General Fund Balance. The presentation would need to be supported by
an accounting policy describing the make-up of each adjustment (see example in the
Accounting Policies section Three):
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Usable Reserves

General Housing Capital Major Capital
. . Unusable
Fund Revenue Receipts Repairs Grants
2018/19 Balance Account Reserve Reserve Unapplied Reserves Relevant Unusable Reserve
£000s £000s £000s £000s £000s £000s
Adjustments to Revenue Resources
Amounts by which income and expenditure
included in the Comprehensive Income and
Expenditure Statement differ from
increases/decreases in revenue for the year
calculated in accordance with statutory
requirements:
) L Financial Instruments Adjustment
Financial instruments X - - - A
Account

Pensions costs X - - - B Pensions Reserve

Council tax X - - - C Collection Fund Adjustment Account

Holiday pay X - - - D Accumulated Absences Account

Capital expenditure X (x) (x) (x) Capital Adjustment Account
Capital and Revenue Financing
Resources set aside for capital financing X X X X Capital Adjustment Account
Use of capital receipts for revenue purposes (x) X
Recognition z?nd tran_sfer on realisation of « x) G Deferred Capital Receipts
deferred capital receipts
Total Adjustments X X (x)
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Adjustments between
Accounting and Funding

Basis 2017/18
(Note AAA)
£000s
Other
Comprehensive
Income and Adjustments | Capital and
Unusable Reserve Opening Expenditure to Revenue Revenue Other Closing
Balance 2017/18 Resources Financing Movements* Balance
01-Apr-18 (CIES) 31-Mar-19
£000s £000s £000s £000s £000s £000s

Revaluation Reserve X X (X) X
Available for Sale
Financial Instruments X X ) ) ) X
Reserve
Financial Instruments
Adjustment Account X ) A - - X
Pensions Reserve X X B - - X
Collection Fund
Adjustment Account X ) ¢ ) ) X
Accumulated Absences X ) D ) ) X
Account
Capital Adjustment X ) £ E X X
Account
Defe_rred Capital X ) G X
Receipts -
Total X X X X X

Other Movements = the transfer for historical cost v current value depreciation
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7 Senior Officer Remuneration and Exit Packages Disclosure

Given the statutory responsibilities that councils have to disclose their senior staffing
salaries in the accounts, many authorities may disclose more than is necessary. This note
is therefore open to streamlining to ensure that the story of the note can be told as
succinctly as possible.

There is scope to streamline the senior officer section via the use of the following decision
tree. This ensures that all disclosures meet statutory requirements and can be
streamlined as far as possible:

Is the employes pad
a salary grester than
fes £150,000%

Mo
h 4
Is the employee
part-time?
Fes
Mo
Is the employee’s Is the employee’s salary
salary more than more than £50,000
E50 0007 when grossed upto full
time equivalent?
es M
Mo es
Mo
dis clos ure
required
¥ h 4

5 e e playes

=  [Head of Pald Semvice?

= A sisiuion chilel ofcar
= Dinecior of Shlidrens, senicss

Dinecior of aduk soclal senices

Chile education  ofiosr

Chilet fire ofioer

151 afficer

= A nonesistutory oniel ofosr be report direct fo HoPS or
counCilciss sun-Ces

= [Responsidle Tor managing M relevant body o e exient
et ey Move e power B0 dinect or confnad e maEjr
aciviies of Te body [n paricular spending declsions)

[ ENEN )

Yes Mo
Disclose Disclose Disclose
remuneration by job remuneration by job remuneration in
title and their name title onhy bandings

Any senior officer that does not fall into the categories above can simply be noted in the
£50k remuneration section.
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Further opportunities to reduce this section of the note are:

e toremove the notes for the prior year remuneration table and only include in the

current year as with Westminster City Council’s accounts. This can reduce clutter

by up to a page while still remaining Code compliant.

e amalgamate the prior year and current year table into a single table with

comparators shown by person, i.e:

Officer Note | Year Salary, Fees Compensation Pension Total
and for Loss of Office | Contribution
Allowances
Officer A* | A 2017/18 0 0 0 0
2016/17 123,456 45,000 50,000 218,456
Officer B 2017/18 100,000 0 10,000 110,000
2016/17 90,000 0 9,000 99,000

*Officer A left the Council on 31 January 2018.

The £50,000 remuneration section does not need to be in full steps of £5,000 if there is a
zero entry for the current and prior year. There are a number of councils that show the

table with large amounts of empty rows simply to retain the incremental steps.
Furthermore, the statutory requirement is for all council employees above £50,000 to be
shown, you are not required to separate teachers from council officers.

The same applies for exit packages where there is no requirement to denote the bands if
there is a zero entry. A simple side note drawing the reader’s attention to the removal of
nil rows will not only reduce clutter but also make the tables much easier to read.
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8 - Financial Instruments Disclosures

These disclosures comprise two separate elements:
a) Quantitative disclosures on Financial Instruments

Disclosure requirements for financial instruments arise from IFRS 7 Financial Instruments:
Disclosures which has been effective since the introduction of the IFRS-based Code in
2010/11. This has recently been updated by the introduction of new disclosure
requirements under the 2018/19 Code’s implementation of IFRS 9 Financial Instruments.
The introduction of the new disclosure requirements under IFRS 9 has the potential of
increasing the reporting requirements for financial instruments. However, the Code
would only require that disclosures are included if they are a) relevant and b) material to
the local authority. Following a local authority’s determination of both these (see also
sections one to four in this publication) consideration can then be given to identifying the
most effective way of presenting these disclosures — see flowchart below.

b) Nature and Extent of Financial Instrument Risks

These are largely narrative disclosures which should be considered in terms of relevance
and materiality (as above) but also in terms of the significance of the actual risk that they
represent. It is also important to remember that these disclosures should not duplicate
risks already reflected in the financial statements by way of provisions, write offs or
contingent liability disclosures.

Market and liquidity risks, for example, will vary significantly depending on the nature of
the authority’s treasury management strategy and its investment and borrowing
portfolios. The greater the diversification the more risks an authority is likely to
encounter, and therefore may need to disclose, but disclosures can be consolidated based
on materiality.

For price risk an authority should consider the following:

e How likely are the carrying values of investments to rise or fall with market
movements? If the Council only invests in overnight fixed rate cash deposits this is
not going to be a risk at all however if the authority invests in property funds this
will be a significant risk.

e s there difficulty obtaining fair value market prices for investments? Unless the
authority invests in more complex strategies this is unlikely to be an issue.

Interest rate risk is likely to impact the majority of authorities as it hits investments and
borrowing equally. Disclosures should in most cases cover the following:

e What is the maturity profile of the authority’s borrowing? If a significant
proportion is due to mature sooner, and interest rates are lower, this is likely to be
beneficial.

e What is the authority’s split between fixed and variable interest rates? Long term
fixed loans are more likely to be impacted by interest rate risk than a large
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variable rate loan portfolio.

Adequate policies on the movement in impairment allowances and bad debt write-offs
and provisions, coupled with new requirements for credit loss and impairment allowances
under the 2018/19 Code, are likely to render many previous credit risk disclosures
unnecessary. Areas to consider include:

trade debtors covered in the bad debt provision should not be duplicated
assets can be grouped by risk level and need not be listed individually

does the council invest in non-specified (alternative) investments without credit
ratings?

loans to small companies or charities which are not statute — backed or covered by
holding company guarantees could be affected by IFRS 9 and carry more risk

the relevance of disclosure will increase if there is greater risk appetite in the
investment portfolio. If the authority only invests in fixed interest bonds there is
no credit risk

many councils list their corporate risks in the narrative report. Where these relate
to financial instruments they can simply be cross-referred to the relevant section
in the financial instruments note.
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Financial Instruments Flowchart

Identify financial instruments - exclude :
. non-contractual items

. Code exclusions eg 14519

. Joint ventures and subsidiaries if group accounts are prepared

$ _

Analyse financial instrument balances between:
*  Financial assets and
+  Financial liabilities

¥

Analyse income and expense items between:
*+  Recognised and de-recognised

*+  Losses and gains

—)

Calculate difference between carrying value and fair value
Disclose valuation techniques used and price risk

Also disclose (if significant) :

+  Any reclassifications, de-recognitions and transfers

+  Offsetting arrangements

+  Collateral pledged or received

*  Hedge accounting arrangements

Analyse assets and liabilities between:

. Held at amortised cost

+  Fair value through profit and loss

+  Assets designated at Fair Value through Cther
Comprehensive Income

‘,

Cisclose if significant

+  Details of soft loans
+  Creditrisk

+  Marketrisk

+  Liquidity risk

*  Interest rate risk

¥

Reconcile disclosures back to Ealance Sheet
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APPENDIX C: STREAMLINING THE CLOSURE PROCESS

Appendix C1 - Closedown plan

This example is based on a joint committee closedown plan, with names and dates

removed. Key points to note are:

e the plan identifies key tasks, and assigns each task to a named individual

e the first page ensures that all disclosures are covered in the closedown plan

e the plan sets target dates and actual completion dates for each task so that
progress can be monitored and action taken if needed

e the plan also sets out who is responsible for reviewing each task, and records

target and actual completion dates.

(A key part of the post implementation review is to compare target and completion dates
to inform the setting of (resources for) next year’s timetable).

CORE STATEMENTS AND DISCLOSURE NOTES
Assertion

Introduction and Foreword

AGS and Statement of Responsibilities

CIES

Balance Sheet

Cash Flow Statement

MIRS

Note 1 - accounting standards issued not yet adop
Notes 2&3 - critical judgements and assumptions
Notes 4&5 - material transactions and PBSEs
Note 6 - PPA

Note 7- adjustments between accounting and fundi
Note 8- transfers to and from reserves

Note 9- FInancing and investment income and exp:
Note 10- property plant & equipment

Note 11- investment properties

Notes 12 & 13- Financial instruments

Note 14- inventories

Note 15- debtors

Note 16- cash and cash equivalents

Note 17- creditors

Note 18- provisions

Note 19- unusable reserves

Notes 20, 21 & 22- cash flow statement

Note 23- subjective analysis

Note 24- officer and member remuneration

Note 25- audit costs

Note 26- grant income

Note 27 - RPTs

Note 28- capex and capital financing

Note 29- leases

Note 30- PFiIs

Note 31- Impairment Losses

Note 32- pensions and retirement benefits

Notes 33 & 34- contingent assets and liabilities
Note 35 - other long term liabilities

Accounting policies

Group accounts

Glossary

Task ref

15
19
M
41
42
4
14
14
10
17
4
34
46
24
24
46
37
37
40
37
34
46
42
45
28
46
46
46
25
36
36
24
32
10
36

14

46

15

Completion
Date

Preparer
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Preparer | Date Reviewer Date

Task ref | Date Action

1 Agree timescales for info required from SHMBC and LGPS actuaries

2 Liaise with group associates regarding receipt of info for consolidation purposes

3 Ensure GL opening balances agree to last years audited accounts

4 Complete reconciliation of cash transactions to SHMBC records agree closing cash, investments and
loans balances at that date and correct any mispostings

5 Reconcile AP, AR and payroll accounts , clear reconciling items and correct mispostings
Consider expected purpose and use to date of earmarked reserves and provisions . Confirm continuing
requirement for balances and proposed transfers to and from reserves in year. Finalise report for
Cttee approval for transfers to and from reserves.

7 Update Fixed Asset Register for capital transactions to date, correct any mispostings between capital
and revenue. Carry out impairment review, request valuations from SHMBC as necessary and collate
info re proof of ownership for audit

8 Review Aged Debt for required provisions and potential write offs, finalise report for cttee approval if
required.

9 All disputed AP invoices to be resolved and paid and all suspense and holding accounts cleared

10 Consider and draft SOA disclosures for PBSEs, capital commitments, contingent assets and
liabilities.Identify material transactions and draft appropriate disclosure note

11

Review all revenue postings (income and expenditure). Correct mispostings , duplicate entries etc.
Ensure all transactions have been allocated to the correct CIES heading.
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12

Ensure list of legal charges, contingencies and commitments is up to date and reviewed for IFRS impact
and disclosure requirements

13 Ensure contract documentation is available for all leases, service concessions and other contract
arrangements. Assess for cateqorisation and accounting treatment. Update working papers to

14 Review Accounting Policies and key accounting estimates and and judgement (notes 1 to 3).Change where
necessary following discussion with auditors and approval by TCWG.

15 Review Accounts format including glossary, bring forward previous year notes and core statement
camnaratives

16 Create working papers files and coordinate working papers throughout final accounts process

17 Consider any requirement for PPA, if this exists discuss with auditors, draft disclosure requirements
and post journals to 6L

18 Update and issue year end procedures and certificates for year end Petty Cash/Stamps/Franking
Machines, year end cut off and accruals, stock balances and annual leave

19 Draft annual governance statement for TCWG approval and review

20 Bank all cheques/cash received up to first post. Post all cash in transit

21 Ensure all T and E transactions are posted to ledger

22 Review support services recharges from SHMBC and central costs reallocated to services. Ensure
recharges have been correctly identified and calculate year end accruals. Raise journals for allocation to
correct Sercop heading
Cut off day- Final Date to receipt old year goods/services or issue invoices

23 Chase up year end certificates for Petty Cash/Stamps/Franking Machines, stock, year end accruals,
stock balances and annual leave.Calculate year end leave accrual and post these balances to GL

24 Finalise year end Asset Register and balance to ledger.Post capital accounting entries and draft relevant
SOA disclosure notes for PPE , impairment losses and investment properties

25 Finalise capital financing statement, post journal entries and draft relevant SOA disclosure notes
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26

Review utility bills and other periodic payments. Calculate and post year end accruals and prepayments

27 Finalise reconciliation of cash transactions and bank reconciliations, agree closing cash, investments and
loans balances and correct any mispostings.Post journals to ledger and ensure all suspense items have
heen cleared

28 Reconcile all payroll control accounts. Clear mispostings and and suspense account items and post year
end journals as required.Draft staff cost and remuneration disclosure notes and supporting working
papers.

29 Finalise Goods Receipted Not invoiced Report.Calculate Accruals and post to GL

30 Reconcile AP, AR and payroll accounts, clear reconciling items and correct mispostings.Identify and
correct credit balances on AR ledger and debit balances on AP ledger, clear suspense and holding a/c
balances and make journal adjustments to GL as necessary.

31 Finalise HMRC and VAT control accounts, post year end journals to GL.

32 All feeder systems Closed- 4pm

33 Prepare pensions workings and disclosure note. Post year end journals to GL

34 Update and finalise calculations for provisions and transfers to and from reserves. Post year end
Journals to 6L and draft disclosre notes

35 Review all revenue postings (income and expenditure). Correct mispostings , duplicate entries etc. Ensure
all transactions have been allocated to the correct Sercop heading.

36 Update and finalise working papers and disclosure notes for leasing, contract and service concession
arrangements and any other long term liabilities identified. Draft disclosure notes and post year end
Journals to GL

37 Identify any further year end accruals and prepayments required,eg for interest payable and
receivable, income due not yet received, etc. Post journals to GL and draft SOA disclosure notes for
inventories, debtors and creditors

38

Reverse opening balances postings
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39

1st End of year TB run by 4pm

40 Review 1st TB and underlying transactions, make corrections as required.
4 Draft core statements- CIES, Balance Sheet and MRS - plus notes 7, 8 and 19 with supporting
working papers. Draft stat adjustments and EFA notes
42 Draft CFS and disclosure notes with supporting working papers.
43 Confirm consistency with 6L and core statements. Post any further adjustments required
44 Final TB run by 4pm. Month 13 GL Closed.
45 Draft FI disclosure note and subjective analysis, together with supporting working papers
Draft remaining SOA disclosure notes- FIIA, audit costs, RPTS and grant income, with supporting
46 working papers
47 Single entity accounts complete
48 Review and amend where necessary single entity SOA
49 Compile and review working paper file. Carry out consistency checks between wps and draft accounts
50 Compile group accounts and supporting info
51 Compile WGA and supporting info
52 Carry out consistency checks on group accounts and WGA
53 WGA and group accounts completed
54 Complete QA and disclosure checklists
55 Draft introduction and foreword
56

Finalise working paper file for audit

65



Appendix C2 - Wall tracker

This is useful as a visual aid to help staff see progress (used at Reading Borough Council)

. Review QUALITY
STATEMENT / NOTE | Do | Do Date. Review | Date COMPLETED. CHECKED
Core Statement - Comprehensive Income and o - o o
Expenditure Account
E)?;gan{tﬁ/\raetenal Items of Income and o o o o Completed | Completed
Note 6 - Events After the Balance Sheet Date XXXX XXXX XXXX xxx | Completed | Completed
Note 7 - Expenditure and Funding Analysis XXXX XXXX XXXX XXXX
Note 8 - Adjustments Between Accounting Basis o o o o PW to
and Funding Basis review
Note 9 - Movement in Earmarked Reserves XXXX XXXX XXXX XXXX Completed | 1 query o/s
Note 10 - Other Operating Expenditure XXXX XXXX XXXX XXX Completed | Completed
Note 11 - Financing and Investment Income and
EXpenditure XXXX XXXX XXXX XXXX
Note 12 - Taxation :_:md Non-Specific Grant oo o oo o Completed | Completed
Income and Expenditure
Note 13 - Expenditure and Income Analysis by
N t XXXX XXXX XXXX XXXX
ature
. . - . Not Not
Note 31 - Acquired and Discontinued Operations Sraemse | Aapieli
Note 32 - Trading Operations XXXX XXX XXXX XXX Completed | Completed
Note 33 - Agency Services XXXX XXXX XXXX xxxx | Completed | Completed
Note 35 - Pooled Budgets XXXX XXXX XXXX xxxx | Completed | Completed
Note 36 - Members' Allowances XXXX XXXX XXXX xxxx | Completed | Completed
Note 37 - Officers Remuneration XXXX XXX XXXX XXX Completed | 1 query o/s
Note 38 - External Audit Costs XXXX XXXX XXXX xxx | Completed | Completed
Note 39 - Dedicated Schools Grant XXXX XXXX XXXX xxxx | Completed | Completed
Note 40 - Grant Income XXXX XXX XXX XXX Completed | Completed
Note 41 - Related Party Transaction XXXX XXXX XXXX xxx | Completed | Completed
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Appendix C3 - The Annual Governance Statement (AGS)

Much of the work undertaken in respect of the AGS should be completed in-year in terms
of internal audit coverage, the annual governance review, and follow-up work to address
issues identified in previous years. Reporting this information separately to members
means that governance issues get the attention they deserve (rather than being
subsumed into the process of approving the year-end accounts) and enables a
summarized version of this information to be included in the year-end accounts.

Paragraph 3.7.4.4 of the Code only requires the following information to be included in
year-end financial statements in respect of the Annual Governance Statement:

e an acknowledgement of responsibility for ensuring that there is a sound system of
governance (incorporating systems of internal control)

e areference to and assessment of the effectiveness of key elements of the
governance framework, including group activities where these are significant, and
the role of those responsible for the development and maintenance of the
governance environment such as the authority, the executive, the audit
committee and others if locally appropriate

e an opinion on the level of assurance the governance arrangements provide
e an agreed action plan and conclusion.

There is no requirement to reproduce the whole Annual Governance Review and
supporting information together with current and prior years’ action plans in full.
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Appendix C4 — Disclosure Notes

The following disclosure notes can be drafted in advance of the year-end, then updated
prior to QA and review:

Accounting policies Trading operations Capital expenditure and
financing
Accounting standards issued Agency services Leases

but not yet adopted

Critical judgments Acquired and discontinued Service concessions and PFI
operations schemes

Assumptions made about the Pooled budgets Impairment losses

future

Material items of income and Members’ allowances Termination payments

expenditure

Movement in earmarked Officer remuneration Contingent assets

reserves

Capital commitments External audit fees Contingent liabilities

Assets held for sale Dedicated schools grant Risks arising from financial
instruments

Creditors Grant income Trust funds

Provisions Related party transactions




APPENDIX D: WORKING PAPERS AND AUDIT TRAIL

Appendix D1 Example audit trail for short-term creditors disclosure note

Example disclosure in financial statements:

Short term creditors fm

Other authorities 18
Public corporations 3
Bodies external to central government 17
Accumulated absences 1
TOTAL 39

Should be supported by the following working papers:

Feeder system reconciliation fk : :
Balance on AP system 31 3 2017 36897 Supported by aged creditors list
Add GRNIs _ 6@ Supported by details of all goods
37493 received not invoiced at year end
Grant overpayment - jnll 165
Year end accruals - jnl 2 501 Journal vouchers
Accumulated absences - jnl 3 1000 with supporting info
TOTAL 39165
- Plus spreadsheet analysis
disclosure note analysis Public bodies  OtherLAs External Absences fk
AP balances 3000 18300 15597 36897
GRNI balances 602 602
37499
Grant overpayment 165 165
Year end accruals 501 501
Accumulated absences 1000 1000
TOTAL 3165 18300 16700 1000 39165
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Appendix D2 — Example Working Papers for Pension Fund Accounts

Working paper index

Lists all working papers relevant to the
statement or disclosure note and where these
can be accessed

LGPS 2017/18

Note 7 CONTRIBUTIONS and Note 22 AVCs

VP 1 Analysis of contributions income by employer, reconciled to GL with explanations for any major changes. Cooteb analysis1al
WP 2 Comparison of actual vs expected receipts Contrib analysiglal
JVP3 List of changes to admitied bodies supp by relevant

Seeseparane ﬁle

JVP4 Supporting calcuations for year end accruals and prep rela‘mg lo [«

VP 5 Dedails of and supp for any add) employer c made in year 2onirb gob

WP 6. Latest scneme gudance rfm'nwehsﬂej MIA - none

VP 7. C A - none.

Ve 8. ContesofSL&s or SeVICE provider contracts See separate Ha for copy of 5.

LGPS 2017-18

Summary of work

done

PREPARED BY

DATE COMPLETED

CORE STATEMENT OR DISCLOSURE NOTE I nvestments.
EXTERNAL AUDIT WP REQUIREMENTS | X0, XXX, 300X, XXX
XXKXX
XXXXX

PURPOSE OF WORKING PAPER

To summarise year end value of investments and draft disclosure note 14 10 14E, based on custodians report

To confirm that fund manager reports agree to c ustodians reports and any reconciling items have been addressed
To identify for disclosure purpeses any invesiments over 5% of fotal porffolio

To analyse investments as required by the Code

To cak ulate change in market value of investments

SOURCE DOCUMENTS USED

Identifies preparer and reviewer

Identifies date completed and

(attach here or explain where they can be found)

Link fo custodians reports:

BNYM MV Rec Summary - BNY pdf

21.04 Market Value Reconciliaion FM analysis (3).pdl
Holdings at year end - BNY pdf

MV by FM equities only - BNY pdf

Link fo Fund manager staiemenis and year end reconciliations
Q4 Investment Rec onciliation.xisx

reviewed

Links work done to auditors’ list of

LINK TO SPREADSHEET OR WORD DOCUMENT

Link fo draft accounts and working papers
\pension fund acc ounts and notes 2017-18. docx.
\note 14 investments and ¢ hange in market value of investments xisx.

REVIEWED BY
Date  XXXXXXXXXXXXXX

working paper requirements

xxxxx
see QA checKiist and review sheet

Explains purpose of working paper

and methodology applied

OVERALL COMMENTS/CONCLUSION FROM REVIEW

Year end journals need o be posted for change in market value of investments and other non cash movements and
year end adjusiments on investment balances

May require reworking of prior years journals as opening balance on LGPS ledger does not agree to 2016/17
audited accounts

Update xx 1 ¢ - Now addressed and journals drafted - see work done on

~\02 Fund Account and NAS\S0A xisx

Links and identifies source

documents, detailed workings and
draft disclosure note or core statement

Ivti . | Note 07 . Contributions receivable
Analytical review -
20617

(25.928) Administering authority
(5,856) Scheduled bodies
4.122) Admitted bodies
[35,906)

Identifies and explains Contrbutlons by type:
(8.706) Employees contributions
Employers’ contributions:
{15,680 - normal
] (9.957) - deficit recovery
{1.563) - augmentation
35,906)

TRUE

significant changes in
disclosures compared to
previous years

E000 £k % Reason for variance over E1m or 15% WP ref or link
201718 Difference Difference
(43.652) (17.724) 408 This is due mainly to increased deficit funding (see details below) paid in
(5.763) 93 {1.6)
(4.461) (339) 16
(53,876} (17,970)
(1.0)
(8,894) (188) 21 {8,893.0)
19,668 (3.988) 203
(24.863) (14,906) 60.0 The actuary set @ menetary amount of £20.5m for deficit recovery at the 3
451 1,112
(53,876) (17.570) (44,982.0)
(44,982.0)
TRUE 0.0
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CODE REQUIREMENT YES NO N/M N/A
Code disclosure Have thel fol!owmg belenka.na[ysed in the .notes to the accounts:
a) Contributions rec analysed b 1
ChECkliSt - From employers? Ves
- From members? yes
Are total contributions receivable and benefits payable analysed between:
- The administering authority; yes L
- Scheduled bodies, and yes
- - - Admitted bodies? yes—
Confirms all relevant disclosure
and presentation requirements
have been met
Use column 3 to record any disclosures omitted on materiality grounds
. . 1 |LGPS 2017018 B i §
Pre-aUdIt CheCkIISt i WORKING PAPER CHECELIST - CONTRIBUTIONS, BENEFITS, TRANSFERS AND AYCs
4
5 Preparer | Reviewer,
& Item YesiNolNA h’r“di'hlol mﬂl eed
mnancm Standards of changes in guidance had any impact on | None Agreed
d d it i 8 ::;wha ged 3 diwﬂs u hawe dealt with this? i
- i il I
Evidences pre-audit review . Hm‘?l:. - : .Codmc,_“,.. t. T o conT e Tareed
presentation meets & requirement 52
. . . Are the draft discl i with, and iy i dyes Agreed
Lists all consistency and QA checks carried out A M————— —
lave the 2N Feviewe: up OF ang Audi =iyl ations jone Agrs
M | madein previous years?
. Aire all included as formulas? Aareed
Confirms that draft accounts agree to ledger 1 [Ret it e apers BT IR PR S0 e Fapees
(Are all hgures in working papers hinked and not hard yes LD
Are the draft disclosure notes set out in a systematic order? follow order of CIFF A Agreed
" L nt
Confirms that underlying feeder systems have 15 | Have Notes been réviewed for o s Roreed
% | Where relevant have you completed an additions check |mhd|ng roundings? | yes via Sof workbook | Agreed
been reconciled BB =
:‘Ioh:;de changei taono:'::r tlrat:;.;ctionsu:ork:ing w:ers":ld n‘;lle:l:::i nroti{; e Aareed
18 | relevant person of comection(s) required.
Confirms all journa|5 have been posted 45 | Does total of analysis by emploging body 3gee 10 analjsis by type of payment?| ues Fgreed
2o | Have allyear end journals been comectly processed? yes Agreed
C f. . .. I t h b - ngear end raised for any due nat yet yes Agreed
ontirms Issues arisi ng as yea r nave been Hawmrdo: sgsternsl‘wpportnglniorn\-Mn in wspectolomplow yes Agreed
b GL codes in the gear end TE?
a d d ressed Hdaw w?rklur%ptapelr;e:nen a::I:::tc;lthe shared Iulder For audit andlsthere an yes Agreed
23 Adequate al Tl Ween al P
24
Confirms disclosures have been prepared in a 25 | Preparedby: ¥ Thompson-Hoste Date251313
. . . . 26 | Bevieved/QA'd by MHopson Date 250319
suitable format for inclusion in draft accounts = N e —
4« TB 31.3.18 TB 30.3.18 TB 24.3.2018 QA checklist Review shd
[GFS 2017-18
REVIEW/QA - Contributions
lease include any I il to the working papers and analytical review
Review sheet Faview
o, point
s " cleared? |Further action taken eg confirm journal

Lists issues identified by pre-audit
review

Confirms these have been
addressed

YN

posted, WP amended etc

No matters arising

Records the impact of amendments made on draft accounts
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Appendix D3 - Review sheet for PPE disclosure note

WORKING PAPER CHECKLIST - PPE

Preparer

Reviewer/QA

Yes/No/NA

Agreed

Have any new Financial Standards or change in guidance had any
impact on this working paper? If yes, please detail what has been
changed and how you have dealt with this?

Have you completed the relevant section of the CIPFA Disclosure
Checklist and are all the working papers correctly referenced to this?

Has the Note been reviewed and updated for any External Audit
recommendations last year?

If the opening balance has been re-stated has the balance been
amended to reflect this together with clear referencing within the
working papers? Otherwise does the opening balamce agree to last
year's accounts?

Do the closing balances agree to the year end Trial Balance?

Have closing balances been reconciled to the Fixed Asset Register?

Does the Property, Plant and Equipment (PPE) disclosure note agree
to the Balance Sheet and is it cross-referenced correctly?

Are all working papers linked and not hard coded?

Is the Note set out in a systematic order?

Has the Note been reviewed for grammatical and numerical
presentation?

Have you completed a full additions check including roundings?

Has an analytical review been completed for all movements +/- 10%
with a clear and meaningful explanation for each variance?

If the review results in a correction, then consider the implication for
other disclosures and working papers and notes and notify relevant
person of corrections required.

Has the Note been prepared using the appropriate formatting?

Does the additions line in the PPE Note agree to the note on Capital
Expenditure and Capital Financing?

Do the relevant line in the PPE Note agree to the Cash Flow
Statement?

Are the depreciation and impairment charges in the PPE Note
consistent with the Capital adjustment account and Statutory
Adjustment Note?

This checklist combines a
number of checks aimed at
ensuring standard tasks have
been done (e.g. disclosure
checklist, analytical review)
together with checks targeted
on key areas in this particular
balance. This ensures that the
QA is focussed on key risks
within the accounts.

Is PPE being depreciated over the asset lives set out in the
accounting policies?

Is there written assurance from the Council's valuer to confirm
adjustments for revaluations and impairments?

Have all operational assets been revalued in the last five years? Are
all valuation certificates and reports on file?

Have surplus assets been reviewed to see whether they should be re-
classified as operational assets or Assets Held For Sale?

Prepared by:
Reviewed/QA'd by:

Date:
Date:
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Appendix D4 - Pre-audit checks on draft year-end accounts

CONSISTENCY CHECKS

YES/NO

COMPLETED

DATE

BY

Comprehensive income and expenditure statement

Does the reported surplus or deficit for each year match the
corresponding entries in the Movement in Reserves Statement
(MIRS)?

Is the reported surplus/deficit in the Comprehensive Income and
Expenditure Statement (CIES) consistent with the cash flow statement
and the Expenditure and Funding Analysis (EFA)?

Is the statement correctly cross referenced to, and consistent with,
relevant disclosure notes?

Does the Total Comprehensive Income and Expenditure for the year
equal the movement in net assets in the Balance Sheet?

MiRS

Do the opening balances in the Movement in Reserves Statement
match with the closing balances of the preceding year? Are any
adjustments to opening balances explained on the face of the
Statement and/or in the notes?

Do the entries on the statutory adjustment line net to nil?

Are movements to and from earmarked and General Fund/Housing
Revenue Account (HRA) reserves consistent between the MiRS,
balance sheet movements and disclosure notes?

Balance sheet

Do reserves balances for each year match the corresponding entries
in the MiRS?

Do cash and cash equivalent figures in the balance sheet agree to the
cash flow statement?

Is the statement correctly cross referenced to, and consistent with,
relevant disclosure notes?

Cash Flow Statement

Is the statement correctly cross referenced to, and consistent with, all
relevant disclosure notes?

Collection Fund

Is the statement correctly cross referenced to, and consistent with,
Collection Fund disclosure notes?

Have previous year's surplus or deficits been apportioned and
reallocated

Housing Revenue Account (HRA)

Does the Movement on HRA balances agree to the MiRS?

Does surplus or deficit for the year on the HRA agree to Movement on
HRA balance statement?

Does the MRR balance back to £nil or if there is a credit balance
remaining is this in line with the HRA business plan?

Is HRA capital expenditure and depreciation in disclosure notes
consistent with corresponding notes in the main statement of
accounts?
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Group accounts

Does Group CIES = single entity CIES plus limited co transactions?

Have intergroup transactions and balances been taken out of the
CIES and balance sheet?

Do group accounting adjustments in the MIiRS reconcile to the
difference between Group and single entity reserves each year end?

Have Group disclosure notes been prepared for all balance sheet
items where group and single entity position is significantly different?

Do all Group disclosure notes cross reference correctly back to Group
core statements?

Has a Group cash flow statement been prepared which cross
references back where relevant to other core statements and
disclosure notes?

Accounting policies, critical judgements and assumptions

Have accounting policies been updated to reflect any new
requirements?

Have appropriate disclosures been made in respect of standards
adopted not yet applied?

Have disclosed accounting policies been applied in practice as
described?

Material items of income and expenditure

Does disclosure note only relate to transactions not covered
elsewhere?

Post balance sheet events, contingent assets and contingent
liabilities

Are disclosures correctly categorised between Post Balance Sheet
Events, provisions and earmarked reserves?

Statutory overrides and adjustments

Are all material entries internally consistent between the Expenditure
Funding Analysis (EFA), MIiRS, and related disclosure notes?

Transfers to and from earmarked reserves

Is the nature and purpose of all earmarked reserves set out correctly
in the disclosure note?

Financing and Investment Income and Expenditure

Are interest received and paid disclosures consistent between the
cash flow statement and CIES (plus or minus accruals)?

PPE and intangible assets

Are charges for General Fund depreciation consistent between
Property plant and Equipment (PPE) note and statutory adjustments
disclosures?

Has the current Net Book Value of finance lease / service concession
assets been identified and disclosed?

Financial instruments (Fls)

Is the Financial Instruments (FI) disclosure note consistent with the
balance sheet and other notes?

Have additional disclosures been included to meet IFRS13
requirements?
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Are capital additions consistent between PPE and Capital Financing
Requirement (CFR) notes?

Are the sources of finance per CFR note consistent with movements
on the Capital Adjustment Account (CAA) and analysis of statutory
overrides in detailed disclosure note?

Provisions

Has the purpose of each provision been explained?

Unusable reserves

Is the analysis of unusable reserves consistent with other disclosure
notes, balance sheet and MiRS?

Are cash flow notes consistent with other disclosure notes and
balance sheet movements?

Expenditure and Funding Analysis (EFA)

Is EFA consistent with CIES?

Do EFA notes and subjective analysis reconcile to each other and to
the EFA and CIES?

Is the grant income analysis consistent with the CIES and other info in
the accounts?

Do leasing and service concession notes disclosure balance sheet
liability and total of future payments due under the contract analysed
between type of payment and date due (within five year bands)?

Do pension liabilities = movement between opening and closing
pensions reserve?

Has the statutory override for IAS 19 Employee Benefits been
included as part of the MiRS adjustments?
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APPENDIX E: KEY TASKS FOR CHIEF FINANCE OFFICERS

Setting materiality:

Confirm the basis for materiality calculations and the key factors to be taken into account

Agree materiality and trivial item thresholds

Accounting policies

Confirm use of discretion in areas permitted by the Code e.g. depreciation rates

Identify any areas where Code requirements are not being met

Ensure accounting policies cover all material transactions and balances but do not include policies on
items which are not material (or not relevant to the authority)

Ensure accounting policies are clear, not over-elaborate, and exclude details of accounting “mechanics”
Ensure any acronyms used have been explained

Seek early approval of accounting policies by Those Charged with Governance

Critical judgements and key accounting estimates

Ensure all relevant items have been identified

Confirm basis of calculation and sensitivity analysis applied

Ensure all expert advice and valuation reports have been correctly commissioned and meets audit
requirements

Ensure the scope and content of all advice received from third parties is clearly understood

Closedown planning

Review and approve closedown plan and project management arrangements
Ensure all key tasks have been identified and staff have received appropriate training
Support initiatives to improve the quality of working papers and audit trail

Consider and address any resourcing issues

Closedown monitoring

Attend monitoring meetings and reinforce the importance of achieving deadlines
Take early action to address backlogs and slippage as it occurs
Prioritise closedown work between 1 April and audit sign off

Provide strategic steer on contentious issues as required

Audit trail and working papers

Complete or at least review, the overall check on additions, cross-referencing and consistency.
Sample check other working papers to confirm
1) adequacy of audit trail

2) consistency with draft accounts

Liaison with external audit

Discuss any proposed changes to the accounts or potentially significant issues as soon as identified
Attend meetings with auditors to agree timing of onsite work and working paper requirements

Attend meetings to discuss audit findings, draft audit reports and any potential adjustments required
Ensure processes are in place to deal with audit queries and requests for further information promptly

Agree timescales for completion of audit work and sign off following receipt of amended accounts
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