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1 Introduction

RSM Robson Rhodes has been appointed by the Accounts Commission for Scotland as the external auditor of Clackmannanshire Council (the Council) for the five year period commencing 2006-07. This Plan outlines how we will approach the audit of the Council in the first year of our appointment, and reflects our statutory duties and risk based approach.

Specific duties for external auditors are contained principally in the Local Government (Scotland) Act 1973, the Code of Audit Practice (the Code) and in the audit engagement letter issued to auditors by Audit Scotland. These include undertaking the audit in accordance with relevant legislation and Statements of Auditing Standards and applicable Practice Notes issued by the Auditing Practices Board.

In accordance with the Code we have the following audit objectives:

Exhibit 1: Audit Objectives
	Area
	Audit Objectives

	Financial statements
	To provide an opinion on the Council’s financial statements for the year ending 31 March 2007. Further details are provided in section 2.

	Governance
	To review and report on the Council’s corporate governance arrangements, including: systems of internal control, arrangements for the prevention and detection of fraud and corruption, standards of conduct and the Council’s financial position. Further details are provided in section 3.

	Performance
	To review and report on the Council’s arrangements to achieve Best Value, other aspects of arrangements to manage performance as they relate to economy, efficiency and effectiveness in the use of resources and arrangements for preparing and publishing statutory performance indicators.  Auditors’ responsibilities in relation to Best Value are primarily discharged by Audit Scotland. Further details are provided in section 4.

	Grant Claims
	To provide an independent auditor’s report on specified grant claims in accordance with Audit Scotland guidelines. Further details are provided in section 5.


In planning and carrying out the audit we will have due regard to the Statement of Responsibilities, issued by Audit Scotland, which sets out the respective roles and responsibilities of the Council and its auditors.

The Code requires us to take a risk based approach and our risk assessment, together with planned audit outputs, in relation to each of the above areas is summarised in the following sections of this plan.  We will keep our initial risk assessments under review and discuss any significant changes to the nature and scope of our audit with you.

We set out in Section 6 details of our audit team and our proposed fee, based on our responsibilities and risk assessment.  A summary of planned audit outputs and reports for the 2006-07 audit is contained at Appendix A.

2 Financial Statements

Introduction

The Council’s financial statements are an essential means by which it accounts for the stewardship of resources and its financial performance in the use of those resources. It is the responsibility of the Council to:

· ensure the regularity of transactions by putting in place systems of internal control to ensure that financial transactions are in accordance with the appropriate authority;

· maintain proper accounting records; and

· prepare financial statements which present fairly the financial position of the Council and its expenditure and income in accordance with the Statement of Recommended of Practice (SORP).

The auditor is required to audit the financial statements and to give an opinion as to:

· whether they present fairly the financial position of the Council and its expenditure and income for the period in question;

· whether they have been prepared properly in accordance with relevant legislation, applicable accounting standards and other reporting requirements; and

· whether the Statement on Internal Financial Control has been presented in accordance with relevant requirements and to report if it does not meet these requirements, or if the statement is misleading or inconsistent with our knowledge.

Overall Approach

In order to gain sufficient assurance to support our opinion on the financial statements, we will carry out a review of:

· the Council’s arrangements for the preparation of its financial statements and for the Whole of Government Accounts consolidation pack;

· internal audit, to determine the extent of reliance we can place on it for the purposes of our audit (Appendix B summarises the areas of internal audit work we plan to place reliance on);

· the internal control framework for key financial systems; 

· the materiality of balances and transactions impacting on the financial statements; and

· the key risks relevant to the preparation and audit of the financial statements.

Risk Assessment and Audit Response

Our audit work is risk based and proportionate.  On the basis of our preliminary work to date, we have identified the following audit risks in relation to the financial statements aspect of our audit:

Exhibit 2:  Financial Statements Audit Risk Assessment

	Key risk area
	Our response

	Statement of Recommended Practice (SORP)

The 2006 SORP introduces a number of significant changes to the presentation of the Council’s 2006-07 financial statements.

It will be important that the Council adopts arrangements to comply with the SORP at an early stage in the financial year to avoid any risk of material misstatement or failure to achieve publication deadlines.
	We will discuss the implications of the SORP changes to the presentation of the 2006-07 financial statements at an early stage in the audit process.


	Schools PPP

The Council is in the process of contracting for the replacement of three secondary schools through a Public Private Partnership (PPP) arrangement.  The schools will be provided by a private sector contractor for a 30 year period under this arrangement, at an annual cost of £3.43 million to the Council.   Part of the cost of PPP project will be met through an increase in council tax.

Contractual agreement for the Schools project has been subject to significant delays and there is some risk to affordability (through movements in interest rates and inflation), should financial completion not be agreed in the near future.

The funding mechanism adopted for the project incorporates some risk that the schools asset may not be regarded as an ‘off balance sheet’ transaction.
	The Council has requested that we provide a preliminary opinion on the proposed accounting treatment for the PPP scheme.  An additional fee will be charged for this work in agreement with the Council and in line with Audit Scotland guidance.

We will assess the impact of the PPP scheme on the Council’s prudential indicators as part of our financial statements audit.

	Rail Link Project

The Council and the Scottish Executive are funding the Stirling-Alloa-Kincardine Rail Link Project (the Project).

The Project is being managed by Transport Scotland (an Agency of the Scottish Executive) who will fund £62.5 million of the capital cost of the Project, with the Council funding the balance of £2.5 million. The Council, however, is accounting for full cost of the Project to enable the Scottish Executive / Transport Scotland to reclaim VAT on project costs.  Significant costs in relation to this Project will, therefore, be disclosed in 2006-07 accounts.
	We will review the accounting and VAT treatment for costs associated with this Project as part of our financial statements audit.


	Key risk area
	Our response

	Specific Accounting Issues

The following specific accounting issues were identified at the conclusion of the 2005-06 audit:

· the accounting treatment for un-amortised premiums arising from debt restructuring and the use of LOBOS;

· the accounting treatment for unspent grants at the financial year end;

· the extension of the Statement on Internal Financial Control to cover group accounts;
· the requirement for an increasingly complex and extended reconciliation between the Council’s financial ledger and its financial statements;
· the need to ensure that the non-domestic rates system is reconciled to the financial ledger;

· the need to consider whether a formal valuation of existing and potential claims on the insurance fund is required; and
· the need to monitor use of the ‘Devolved Schools Management’ (DSM) Fund balance which stands at £1.016 million, having increased year on year from £0.433 million since 2003.
	We will meet with the Finance Team early in the audit year to discuss progress in addressing these issues in the 2006-07 financial statements.



	Capital Accounting Issues

The following capital accounting related issues were identified during the 2005-06 audit:

· inaccuracies in the underlying data provided by the Council to its Valuers, resulting in an error in the asset valuation for that year;
· the Council and Ceteris (Scotland) Limited have concluded a ‘title swap’ of  a number of properties, at current market values,  which will be accounted for in the 2006-07 accounts;
· risks associated with the classification of capital and revenue expenditure, specifically:
· the Council wrote off some £11.7 million of non-enhancing capital expenditure (85% of total capital spend) to revenue in 2005-06; and
· the Council currently plans to treat expenditure in meeting the Scottish Quality Housing Standard as capital. The SORP and capital guidelines contain strict criteria regarding the capitalisation of expenditure for this purpose.
	We will meet with the Finance Team early in the audit year to identify the Council’s proposals for addressing these issues in the 2006-07 financial statements.




	Key risk area
	Our response

	Equal Pay

The Council has made offers of compensatory payments to groups of employees in catering, cleaning and homecare to settle potential historic equal pay claims. The Council identified approximately 330 such employees and to date has concluded legally binding compromise agreements with 261 employees, at a net cost of £0.85 million.
The Council recognised a provision of £1.4 million in its 2005-06 financial statements in relation to potential liabilities emerging from equal pay claims.  We note that the current provision does not include pension contributions.
	We will monitor events in relation to the settlement of equal pay claims and review the adequacy of the Council’s provision for these costs as part of our financial statements audit.

	Single Status

The Council continues to work towards implementation of the single status agreement and the 2006-07 budget includes a £400,000 provision to meet associated costs.

Until a local agreement is concluded the initial and continuing costs of single status cannot be reliably estimated. This represents a significant financial risk to the Council. 
	We will monitor events in relation to the implementation of the single status agreement and review the adequacy of the Council’s provision for these costs as part of our financial statements audit.


Audit Timetable and Planned Audit Outputs

The planned outputs from our financial statements audit, and the proposed dates for the fieldwork, are summarised in Exhibit 3 below:

Exhibit 3:  Audit Timetable and Planned Outputs
 

	Audit Output – Financial Statements
	Fieldwork
	Target Delivery Date (Final Report)

	Controls Assurance Report – Central Financial Systems
	February – May 2007
	30 June 2007

	Accounts Report (ISA 260)
	July – September 2007
	30 September 2007

	Schools PPP - Preliminary Opinion
	November – January
	Tbc


3 Governance

Introduction

Corporate governance is concerned with structures and processes for decision-making, accountability, control and behaviour at the upper levels of the organisation.  The Council is responsible for putting in place arrangements for the conduct of its affairs, including compliance with applicable guidance, ensuring the legality of activities and transactions and monitoring the adequacy and effectiveness of these arrangements in practice. The Council’s Audit Committee should have a role in monitoring these arrangements.

Commensurate with the wider scope of a public sector audit, the Code gives the auditor a responsibility to review and, where appropriate, report findings on the Council’s corporate governance arrangements as they relate to:

· the Council’s review of its systems of internal control, including its reporting arrangements;

· the prevention and detection of fraud and irregularity;

· standards of conduct, and arrangements in relation to the prevention and detection of corruption; and

· the financial position of the Council.

Overall Approach

We will assess the adequacy of the Council’s governance arrangements by:

· reviewing the Council’s overall arrangements in relation to each of the above areas;

· reviewing the extent of compliance with the ‘Code of Practice for Internal Audit in Local Government’; and

· evaluating the Council’s approach to risk management, including arrangements to address the key risks identified in this section of the audit plan.

Risk Assessment and Audit Response

On the basis of our preliminary work to date, we have identified the following audit risks in relation to the governance aspect of our audit:

Exhibit 4:  Governance Audit Risk Assessment

	Key risk area
	Our response

	Leadership
The forthcoming elections have the potential to result in significant changes to council membership, including a number of new members and the creation of multi-member wards.

In addition, the Chief Executive will retire in May 2007. It is the Council’s intention to fill the post on a temporary basis through internal promotion.

These changes in the Council’s political and governance structures present a significant challenge to effective leadership.
	We will assess the progress made by the Council in planning to meet the requirements the Local Governance (Scotland) Act 2004.

We will carry out an overview of the Council’s governance arrangements.

	Community Planning Partnerships
Partnership working arrangements can be complex and present significant challenges for effective governance, workforce management, joint planning and financial management.  Councils need to be able to demonstrate the benefits of partnership working through improvements in services.
	We will evaluate the adequacy of the Council’s arrangements for partnership working as part of our overview of governance arrangements.

We will assess how the Council is taking forward the recommendations made in Audit Scotland’s national report on community planning.

	Financial Management
The Council reported a general fund deficit in 2005-06 of £1.2 million (2004-05: £1.3 million surplus), caused mainly by an unanticipated provision for ‘equal pay’ costs.  In addition, the Council incurred unbudgeted costs of £414,000 associated with the PPP secondary schools project.  The Council intends to use excess reserves to meet the cost of equal pay settlements, but has not yet budgeted for these costs.
The housing revenue budget set in February 2005 forecast a surplus of £63,000, but was subsequently amended during the year to £767,000. The final outturn was a surplus of £861,000.  The Council has reviewed its budgeting arrangements as a result, and currently anticipate the 2006-07 outturn to be much closer to the budget estimate.
	We will assess the adequacy of the Council’s financial management and budgetary control arrangements as part of our overview of governance arrangements.


	Key risk area
	Our response

	Schools PPP
The Council has made significant progress towards agreement of the planned public private partnership (PPP) project to replace its three secondary schools by 2008, and anticipates achieving financial closure in the near future.

This is a major project requiring the commitment of significant resources over a 30 year period.  It is important, therefore, that the Council has effective governance arrangements in place to ensure it adequately protects the interests of local taxpayers in its contracting and management arrangements for the scheme.
	We will undertake a review of governance arrangements associated with the Schools PPP Project as part of our overview of governance arrangements.

	Risk Management
The Council has made progress in developing risk management arrangements, but has further work to do in developing and embedding risk management within the organisation. 
	We will review the Council’s progress in developing and embedding strategic and corporate risk management as part of our overview of governance arrangements.

	Internal Audit

The Council’s internal audit section is a key part of the Council’s governance arrangements.  If internal audit is to be effective, it must be independent, properly resourced and comply with relevant best practice in planning and undertaking its work.

Internal Audit does not plan to carry out testing on many key financial systems or statutory performance indicators.  The lack of internal audit coverage reduces the assurances available to both management and external audit in these areas.
	We will assess the extent of internal audit’s compliance with best practice in planning and undertaking its work.

	Housing Quality Standard
Following the Council’s decision on 8 December 2005 to retain all its housing stock, officers have implemented outline plans to meet the Scottish Housing Quality Standard, but these have still to be developed into detailed plans. The intention is to produce a long term business plan for the housing stock. Work has commenced to draft asset management plans, but these have not yet been approved by members.
	We will monitor the Council’s progress in developing plans to meet the Scottish Housing Quality Standard.


	Key risk area
	Our response

	Following the Public Pound
The Council has yet to produce an action plan in response to Audit Scotland’s national report on local authorities’ funding arrangements with arms length and external organisations published in December 2005. 
	We will monitor the Council’s progress in developing a formal system to address recommendations made in the Following the Public Pound report during our 2006-07 audit.

	The Prudential Code
In February 2006 the Council approved an increase in the authorised limit for external debt to £161.1 million, with an increased operational boundary of £145 million. The significant increase is required to meet the Council’s forecast 52% rise in external debt between 2004-05 and 2008-09, primarily to support ongoing capital investment in relation to costs associated with the Schools PPP scheme and meeting the Housing Quality Standard set by the Scottish Executive.
	We will review the Council’s compliance with the Prudential Code as part of our overview of governance arrangements.

	National Fraud Initiative

The Council took part in the National Fraud Initiative (NFI) in 2004-05, but identified fraud savings of only £67 representing the lowest performance of all Scottish local authorities.

There is significant scope to better utilise the information emerging from the NFI on an ongoing basis to assist in the detection of fraud.
	We will review the use made by the Council of the output of the NFI exercise including benefits, payroll and other data.


Audit Timetable and Planned Audit Outputs

The planned outputs from our governance audit, and the proposed dates for the fieldwork, are summarised in Exhibit 5 below:

Exhibit 5:  Audit Timetable and Planned Outputs

	Audit Output – Governance Audit
	Fieldwork
	Target Delivery Date (Final Report)

	Overview of Governance arrangements (to include outputs from review of risk areas outlined above)
	February – May 2007
	30 June 2007

	Review of Internal Audit
	February 2007
	30 April 2007

	Fraud Returns to Audit Scotland
	Ongoing
	30 June 2007


4 Performance

Introduction

The Local Government in Scotland Act 2003 introduced statutory duties relating to Best Value and Community Planning.  The scope of Best Value and Community Planning is very broad, but in general terms a successful council will:

· work with its partners to identify a clear set of priorities that respond to the needs of the community in both the short and the longer term;

· be organised to deliver those priorities;

· meet and clearly demonstrate that it is meeting the community's needs; and

· operate in a way that drives continuous improvement in all its activities.

It is the responsibility of the audited body to ensure that these matters are accorded the appropriate priority and resources, and that proper procedures are established and operate satisfactorily.  Achievement of value for money by the Council depends on the existence of sound management arrangements in relation to its services, including procedures for planning, appraisal, authorisation and control, accountability and evaluation of the use of resources.  

The wider dimension of public sector audit requires that the audit process gives consideration to the way in which the Council secures economy, efficiency and effectiveness in the use of its resources. 

Audit Approach

We will assess the adequacy of the Council’s arrangements for performance management and the achievement of Best Value by:

· reviewing the Council’s arrangements for identifying, measuring and reporting efficiency savings under the efficient government agenda;

· assessing the Council’s progress in implementing an effective performance management system; and

· evaluating the effectiveness of management arrangements for reporting performance through statutory performance indicators.
Risk Assessment and Audit Response

On the basis of our preliminary work to date, we have identified the following audit risks in relation to the governance aspect of our audit:

Exhibit 6:  Performance Audit Risk Assessment

	Key risk area
	Our response

	Best Value

Audit Scotland has recently completed a Best Value review of the Council and anticipates reporting the findings following the elections in May 2007.

It will be a priority for the Council to put an Implementation Plan in place to address any identified weaknesses in performance management and corporate governance arrangements.  This may include a revision of existing strategic and corporate planning documentation.
	We will monitor the Council’s response to the Best Value report following publication.  We will be happy to discuss the Council’s response prior to formalisation if required.

	Statutory Performance Indicators

The Council’s systems have been able to produce reliable information for most of the required statutory performance indicators (SPI).  Three indicators were deemed to be unreliable (cultural and community services indicator 2, housing indicators 1b & j and roads and lighting indicator 4) in the 2005-06 SPI return.
	We will audit the Council’s arrangements for reporting SPIs in line with the guidance issued by Audit Scotland.  We will assess the results from the three indicators deemed unreliable in 2005-06 at an early stage in the audit process.



	Efficient Government

The Council has implemented formal controls over asset management and procurement and is leading a partnership of local authorities towards stage one of a shared service solution. Officers have identified time and cash releasing efficiency savings of nearly £0.7 million in each of the three years to 2008-09.
The Council continues to face significant challenges in refocusing its resources on service delivery. Good progress has been made in a number of areas, however, significant effort will be required to deliver the level of efficiencies required while continuing to improve performance.
	We will review the Council’s arrangements for identifying, measuring and reporting efficiency savings under the efficient government agenda.


Audit Timetable and Planned Audit Outputs

The planned outputs from our performance audit, and the proposed dates for the fieldwork, are summarised in Exhibit 7 below:

Exhibit 7:  Audit Timetable and Planned Outputs

	Audit Output – Performance Audit
	Fieldwork
	Target Delivery Date (Final Report)

	Performance Audit Report (assessment of arrangements to measure, monitor and report efficiency savings).
	April – June 2007
	30 June 2007

	Statutory Performance Indicators – Audit Scotland Return
	August – September 2007
	30 September 2007


5 Grant Claims

Introduction

We will audit the grant claims notified to us by the Council at the start of the audit, and authorised for audit by Audit Scotland, which are:

· housing and council tax benefits;

· supporting people;

· education maintenance allowances;

· non-domestic rates;

· European regional development fund (ERDF); and

· European structural fund (ESF).

Overall Approach

Audit Scotland issue guidance to auditors on the audit of grant claims authorised for certification in agreement with the Scottish Executive.  Audit Scotland’s guidance determines the extent of audit testing required for each specific grant claim. 

In order to gain sufficient assurance to support our opinion on each grant claim, we are required to carry out reviews of:

· the Council’s arrangements for the preparation of each claim submitted for audit;

· internal audit to determine the extent of reliance we can place on it for the purposes of our audit (Appendix B summarises the areas of internal audit work we plan to rely on);

· the effectiveness of the internal control framework for key financial systems relevant to each grant claim;

· the materiality of balances and transactions impacting on each grant claim; and

· the key risks relevant to the preparation and audit of each grant claim.

The Council is not yet in a position to estimate the number of ERDF and ESF grant claims we can expect to receive for audit or the timeframe for submission of these claims.  For the purposes of determining our 2006-07 audit plan, therefore, we have assumed that we will receive no more that two ERDF or ESF grant claims in total during the year.

Additional grant claims submitted for audit not listed above will be audited in agreement with Audit Scotland and subject to additional fee arrangements in negotiation with the Council.

Exhibit 8 below lists the claims we expect to receive for audit, the deadlines for submission to external audit and the certification deadline.

Exhibit 8:  Grant Claims due for Audit

	Grant Claims
	Submission to External Audit  Deadline
	Certification Deadline

	Housing and Council Tax Benefits
	30 September 2007
	31 December 2007

	Non-domestic Rates
	30 September 2007
	31 December 2007

	Supporting People
	30 June 2007
	30 September 2007

	Education Maintenance Allowances
	30 June 2007
	30 September 2007

	ERDF
	Tbc
	Tbc

	ESF
	Tbc
	Tbc


6 Audit Team and Fees

The Audit Team

Exhibit 9:  Key Members of the Audit Team

	Role
	Experience

	Sarah Howard 

Engagement Partner
	

	Overall responsibility for delivery of the audit, liaison with management and the audit committee.
	Sarah has over 20 years public sector external audit experience and leads the firm’s northern government audit practice.  Sarah is the appointed auditor to a number of local authorities and is responsible for the firm’s government audit approach, training and quality control.



	Gary Devlin 

Client Service Manager
	

	Responsible for day to day management of the audit, liaison with management and the audit committee.
	Gary has over 16 years public sector external audit experience covering local government, central government and health sectors.  Gary recently joined RSM Robson Rhodes from Audit Scotland where he had responsibility for managing the audit of Scottish Executive and Audit Scotland’s review of the Efficient Government Initiative. 

	Paul Spinks

Senior Technical Manager
	

	Responsible for the review of the accounting treatment for the Schools PPP project and for providing technical advice and guidance to the audit team.
	Paul has over 30 years external audit experience and has specialised in public sector audit for the past 10 years.  Paul leads on technical accounting issues for our local authority clients and is a national specialist in the review of PPP schemes.

	Stephen Vallely 

Lead Auditor
	

	Responsible for managing the onsite fieldwork during the interim and final audits.
	Stephen has over 4 years public sector external audit experience with a big four firm in Glasgow. He has been involved in the audits of several local authorities and central government bodies.


We are not aware of any relationships that may bear on the independence and objectivity of the team which are required to be disclosed under Auditing Standards.

The core audit team will call on other specialist and support staff, as necessary, during the course of the audit.

If at any time you wish to discuss how our services may be improved or if you are in any way dissatisfied with the audit service you are receiving, please contact Sarah Howard or Richard Tremeer, our National Head of Government Audit Services.

The Audit Fee

Our audit fee is calculated in accordance with the guidance issued by Audit Scotland for determining the fee level for local government bodies. The fee is based on our professional assessment of the level of audit risk associated with a particular body. Audit Scotland requires that the agreed fee for the audit is set within the limits of the indicative fee range. Placement within the range depends on the level of work we consider necessary to perform the audit and is influenced by the number and level of risks facing the Council.   In addition to the fee for the audit, Audit Scotland charges a fixed central overhead fee to meet its central running costs. 

Our 2006-07 audit fee has been set above the indicative fee level, and within Audit Scotland’s proposed range.  In setting the audit fee we have taken account of the extent to which we can rely on the work of Internal Audit, the extra planning work required in the first year of a new audit appointment and the additional audit requirements emerging from the introduction of the 2006 SORP and the introduction of ISA 230 (Audit Documentation).  The fee includes:
· all of the work and outputs described in this plan;

· attendance at audit committees and other meetings;

· access to advice and information on relevant audit issues;

· access to workshops/seminars on topical issues; and

· all travel and subsistence costs.

The table below shows the proposed audit fee, including the fee associated with additional work on the Schools PPP scheme plus Audit Scotland’s fixed charge for the year ending 31 March 2007.

Exhibit 10: Proposed Fee

	
	Area
	2006-07

	
	Proposed RSM Robson Rhodes fee
	£158,300

	
	Audit Scotland fixed charge
	£ 58,200

	
	Total
	£ 216,500

	
	Schools PPP Preliminary Opinion
	£15,000


Audit fees are inclusive of VAT

Our fee is based on a number of assumptions, in particular:

· an effective and smooth closedown and audit of the accounts, in accordance with an agreed timetable, together with availability of working papers at the commencement of the audit in accordance with our client working paper request list; and

· the completion by internal audit of reviews of the areas set out in Appendix B. 

Where we are required to undertake additional work not outlined in this plan, including, for example, challenge work, any work directed by Audit Scotland, and grant claims not listed in Section 5, we will agree an additional fee with the Council in advance.  

Appendix A – Summary of Planned Audit Reports and Outputs 2006-07

	Audit Area
	Target Delivery Date (Final Report)

	Financial Statements Audit
	

	Controls Assurance – Central Financial Systems
	30 June 2007

	Accounts Report (ISA 260)
	30 September 2007

	Schools PPP - Preliminary Opinion
	Tbc

	Governance Audit
	

	Annual report to Members and the Accounts Commission
	30 September 2007

	Overview of Governance arrangements
	30 June 2007

	Internal Audit Review
	30 April 2007

	Performance Audit
	

	Efficiency Savings Review
	30 June 2007

	Statutory Performance Indicators – Audit Scotland Return
	30 September 2007

	Grant Claims Audit 
	

	Housing and Council Tax Benefits
	31 December 2007

	Supporting People
	30 September 2007

	Education Maintenance Allowances
	30 September 2007

	Non-domestic Rates
	31 December 2007

	ERDF
	Tbc

	ESF
	Tbc


Status of our Reports to the Council

Our reports are prepared in the context of the Statement of Responsibilities of Auditors and Audited Bodies issued by Audit Scotland.  Reports are addressed to Members or officers and are prepared for the sole use of the audited body, and no responsibility is taken by auditors to any Member or officer in their individual capacity, or to any third party.

Appendix B – Reliance on Internal Audit

Auditing standards require internal and external auditors to work closely together to make optimal use of available audit resources. We seek to rely on the work of internal audit wherever possible and as part of our planning process, we carry out an annual assessment of the internal audit function.

We will review the work of internal audit to determine the extent of reliance we can place on it for the purposes of our audit.  This avoids unnecessary duplication of audit work, and minimises any disruption to the Council caused by the audit process.

Based on a review of the internal audit plan for 2006-07, we are able to plan to place reliance on the work of internal audit covering the debtors system only, as no work has been undertaken on other key financial systems during the financial year. 

We understand that internal audit plan to complete work on the Teacher’s Payroll and Benefits systems later in this financial year but that completion of these audits is not certain.

The extent to which we are able to place reliance on the work of internal audit has a direct impact on our risk assessment, the volume of work we are required to undertake for the purposes of our audit and, therefore, in determining our audit fee.
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