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e Audit Framework

» Audit Programmes and Working Papers
* Substantive Procedures
e Audit Impact Examples

e Audit Reporting

* Looking Ahead
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Audit Framework d\um SCOTLAND

 Code of Audit Practice

e |nternational Standards on
Auditing (ISAs)
Financial Statements

 Notes For Guidance — Audit of

" it
2013/14 Local Authorities Charities

Pension Funds

e Audit Guide

« Audit Planning
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Pre Draft Accounts d\UDlT SCOTLAND

 Programmes developed in accordance with up to date
technical guidance
« Adapt to suit local circumstances

mkiNsight | 'jz’j

Inventories Trade receivables

NaitScottand-Live + Detasit |

« Early meeting with key finance staff
e Checklist linked to programmes
 |dentify early work
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Financial Statements — Substantive @\UDIT SCOTLAND

Procedures
9. Discourage 1. High level
updates to review —
statements completeness &
before audit quality
work complete
2. Analytical
8. Reporting procedures
matters arising ISA 710
ISA 230 & ISA
260 ) .
Determined by judgement and

influenced by the inherent and

controls assurance obtained for
3. Compliance with

- each account area . . :
7. Evaluating the Financial Reporting
sample ISA 530 Standards & legal
framework ISA 250
6. Selecting
the sample dentify and chall
& . . 4. |dentify and challenge
performing 5'| SAX(élgga(nAngEg accounting estimates
prloSc:(égBes Scotland prefers ISA 540
a non-statistical
approach)
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Case Study 1 — Capital Slippage d\UDlT SCOTLAND

=8 \\est | Junbartonshire counci

* Underspent by £36.8m (45.3%) in 2012/13

Capital slippage 2007/08 - 2012/13

2007/08 2008/09 2009/10 201011

201112 2012113

Capital Programme (£m) 36.8 47.4 47.5 45.2 44.9 81.2
Capital Expenditure (£m) 28.0 31.9 36.6 36.6 31.8 44.4
Slippage (£m) 8.8 15.5 10.9 8.6 13.1 36.8
Slippage 23.9% | 324% | 227% | 19.2% | 29.2% | 45.3%

Source: West Dunbartonshire Council Budget Reports 2007/08 - 2012/13
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Reasons for Capital Slippage d\UDlT SCOTLAND
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Substantive testing revealed:

» Delays in capital projects

» Capital plan was short term

 Tendering procedures were not robust

* Projects halted due to weather conditions

e Contractual and legal requirements not fully
timetabled

« Project management arrangements weak
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Actions taken by Local Authority d\UDlT SCOTLAND
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Following the completion of the audit:

10 year capital plan developed

Improving capital performance

Strategic programme framework

Robust monitoring arrangements
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Case Study 2 — Council Tax Rebanding d\UDlT SCOTLAND

@ East Dunbartonshire Council

* Rise in level of Council Tax refunds
« High number of appeals in council area — Bishopbriggs

Usable revenue reserves carried forward as a propartion of net revenue spend
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o Estimated cost approximately £4million
e Low reserves in the councill
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Actions taken by Local Authority @\UDIT SCOTLAND

@ East Dunbartonshire Council

Following the completion of the audit:
« Contingent liability incorporated in financial statements

« Position now more certain — appeal rate approximately
70% successful

« Arrangements to refund households

« Savings plan developed to manage serious financial
position
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Audit Reporting

2 stages of reporting:
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1. ISA 260 — Report to those Charged with Governance
 West Dunbartonshire Council

West Dunbartonshire
Council

Annual report on the
2012713 audit

P

2. Annual report on the
audit to Members

Audit procedures for evaluating the financial position in Local Government

East Dunbartonshire
Council

Annual report on the
201213 audit
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Looking Ahead d\UDlT SCOTLAND

e Challenging financial position

* Less resources — people and money

* Importance of External Audit
* Holding to account
* Helping to improve
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Questions and Answers d—\UDIT SCOTLAND
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