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Dear Sir/Madam
RE: NAO Consultation on the Draft Code of Audit Practice – November 2019
Introduction
We welcome the opportunity to provide comments on the draft code and have provided feedback only on those areas that we wish to specifically support or request a variation.

The existing Local Audit regime in England is already complex and we are concerned that some of these proposals, in attempting to improve the quality of the audit, will add to this complexity through a proliferation of additional reports and opinions. In the Background and Context section of the consultation paper the point is well made that local public services expenditure is a significant proportion of total public expenditure. However, we are not sure whether increasingly technical validations such as pension and asset valuations are necessarily going to produce any more meaningful information to the users of accounts. Surely what is required is a rather more general assurance that the overall financial health and governance arrangements of an audited body are sound and that the resources have been used efficiently and effectively in service delivery and that this can be easily demonstrated to stakeholders.

Finally we are concerned that the responses to this consultation are due by the end of November in order to lay a new Code before Parliament early in 2020 when there is a wider review of financial reporting and external audit (the Redmond Review) that does not end until 20th December. Although the two reviews are not identical there is enough common ground to suggest that the consultation responses for each should inform the other. In this context we would also draw attention to the recent CIPFA publication Streamlining the Accounts and wonder whether the contents of this have been considered in the draft Code. 

Chapter 1

We support the continuation of a principles approach and that a single code is maintained for Local Government and the NHS.

Chapter 2

We are pleased that the guidance has continued to be aligned with the generally accepted Auditing Standards.

In paragraph 11 of the consultation document you refer to using guidance to specify the requirements for enhanced reporting at other local public bodies. We would ask that such guidance is proportionate and requires full engagement with the audited body including an opportunity to challenge the use and or nature of the enhanced report.

Chapter 3

We support the introduction of a commentary, however we do believe that the commentary should lead to a conclusion. A commentary without a conclusion will leave users of the financial statements to ‘guess’ at the Auditors opinion on this matter and potentially raise more questions. As we have mentioned earlier the complexity of Local Authority Financial Statements already create confusion, a further narrative report with no conclusion would simply add to the potential for misunderstanding.

We do not agree with the final point in paragraph 3.10 as it would allow the Comptroller and Auditor General to introduce additional reporting criteria without consultation or any amendment to the Code. Any additional reporting criteria should only be permitted after consultation.

Chapter 4

The separation of the Audit Opinion from the new Auditors Annual Report is welcome if this reduces the risk of delayed financial statements. However, this separation must not create more complications, for example, you identify that the audit opinion on the financial statements should be ‘confirmed’ – this indicates that the Audit opinion could change? This would not be acceptable and should be clear in the guidance that once issued the Audit opinion cannot change and that the Annual Report must reflect the opinion provided for the Financial Statements. Further, paragraph 4.8 ends with ‘The auditor’s statement should refer to any modification of the auditor’s opinion on the financial statements.’ This would create difficulties for the Audit body concerned if having published the Financial Statements there was then an alternative opinion issued. The Audit Opinion once issued must not be able to be changed. If there is anything new that arises then that should be raised with the Audit Body and taken into account in the following year’s audit.

It is helpful that Auditors are required to consider raising identified issues at the earliest opportunity and such matters are not held back until the Audit is completed.

Chapter 5

Para 5.5

Placing a timetable on objections accepted by the Auditor is a helpful development. However if the issue cannot be determined within six months the Auditors should be required to provide the Audit Body with a position statement explaining the objection and setting out clearly what is required for the matter to be determined. This statement should also set out the proposed timetable for resolution and the frequency with which reporting will take place. Whilst we understand the reference to quarterly reporting this may not always be appropriate dependent on the matter in hand.

I trust you find our comments of interest and would be willing to discuss in more detail if required.

Yours faithfully
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Ian Knowles

On Behalf of SDCT Executive Committee
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