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4 Audit and Inspection Plan | Introduction

Introduction

This plan has been developed by the Relationship Manager and the Appointed
Auditor, KPMG LLP. It sets out the audit and inspection work that it is proposed to
undertake for the 2007/08 financial year. The plan is based on the Audit
Commission’s risk-based approach to audit planning and the requirements of
Comprehensive Performance Assessment (CPA). It reflects:

e audit and inspection work specified by the Audit Commission for 2007/08;
and

e current national risks relevant to your local circumstance
e your local risks and improvement priorities.

Your Relationship Manager will continue to ensure i [ nd co-ordination
with the work of other inspectorates as appropriate

The audit planning process for 2007/08, includi
ongoing process and will continue as the year progresses, and the infg
fees in this plan will be kept under review @ndlupdated ecessary.

yation and

Responsibilities

We comply with the statutory requir
work, in particular:

ts governing ouhaudit and inspection

has issued a copy of the Statement to every audited body.

The Statement summarises where the different responsibilities of auditors and of
the audited body begin and end, and our audit work is undertaken in the context of
these responsibilities.

Bury Metropolitan Borough Council
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CPA and Inspection

The Audit Commission’s CPA and inspection activity is underpinned by the
principle of targeting our work where it will have the greatest effect, based upon
assessments of risk and performance.

The Council’'s CPA category is therefore a key driver in the Commission’s
inspection planning process. For CPA 2006, the Council was categorised as three
stars.

We have applied the principles set out in the CPA framewor}
Test, recognising the key strengths and areas for improver
performance.

Strengths in the Council’s performance include:

are above the national average and reflect
meeting local residents’ priorities.

e Demonstrating how internal resource allocation is driven by the Council’s
priorities via the priority investment reserve.

e Assessing, monitoring and reporting the level of reserves to ensure spending
is managed within available resources.

On the basis of our planning process we have identified where our inspection
activity will be focused for 2007/08 as follows.

Bury Metropolitan Borough Council



6 Audit and Inspection Plan | CPA and Inspection

Table 1 Summary of inspection activity

Inspection activity Reason/impact

Relationship Manager (RM) role To act as the Commission’s primary point
of contact with the Council and the
interface at the local level between the
Commission and the other inspectorates,

government offices other key
stakeholders.

nt, carried out by the

Direction of travel (DoT) assessment = An annual assess

Bury Metropolitan Borough Council



Audit and Inspection Plan | CPA and Inspection 7

[Delete/add rows as appropriate]

Inspection activity Reason/impact

Corporate assessment We will carry out a corporate assessment
in line with the processes set out in CPA -
the Harder Test. Our approach will be a
combined corporate assessment and Joint
Area Review which will.include an
inspection of servicesfor children and
young people.

Bury Metropolitan Borough Council



14

15

16

17

18

19

20

8 Audit and Inspection Plan | Work under the Code of Audit Practice carried out
by the Appointed Auditor

Work under the Code of Audit Practice
carried out by the Appointed Auditor

Financial statements

We will carry out our audit of the financial statements in accordance with
International Standards on Auditing (UK and Ireland) issued by.the Auditing
Practices Board (APB).

We will issue an opinion on whether the financial stateme

resent fairly, in

2007, the financial position of the Council as at s income and
expenditure for the year.

We are also required to review whether the
has been presented in accordance with rele
does not meet these requirements or if it is misleading or inconsistent with our
knowledge of the Council.

Use of resources

We will also follow up our work from previous years to assess progress in
implementing agreed recommendations.

Use of resources assessment

The Audit Commission has specified that auditors will complete a use of resources
assessment for 2007/08. The assessment focuses on the importance of having
sound and strategic financial management to ensure that resources are available
to support the Council’s priorities and improve services.

Bury Metropolitan Borough Council
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21 The work required to arrive at the use of resources assessment is fully aligned with
that required to arrive at the auditor’s value for money conclusion.

22 We will arrive at a score of 1 to 4, based on underlying key lines of enquiry, for
each of the following themes:

Theme Description
Financial reporting e preparation of financial statements
e external reporting /§

Financial management = o medium-term financial strate
e budget monitoring
e asset manage

n
Financial standing . managing(spe/gdég within availables
resources >

Internal control e risk manage

e S moflntern control

. po&‘ty\an opriet

Value for money o acwu fo
e man d improving value for money

23 We will report deta

ments made to the Council. The
late, by recommendations of what the

24 rted to the Commission and are used as the basis for

ement for the purposes of CPA.

25

audit work in‘relation to data quality. This is based on a three-stage approach

covering:
e Stage 1 - management arrangements;
e Stage 2 - completeness check; and

e Stage 3 - risk-based data quality spot checks of a sample of performance
indicators.
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10 Audit and Inspection Plan | Work under the Code of Audit Practice carried
out by the Appointed Auditor

The work at stage 1 will link to our review of the Council’'s arrangements to secure
data quality as required for our value for money conclusion and, together with the
results of stage 2, will inform the risk assessment for the detailed spot check work
to be undertaken at stage 3. The results of the work at stage 3 will inform the
Commission’s CPA assessment.

Our fee estimate reflects an assessment of risk in relation to the Council’s
performance indicators. This risk assessment may change depending on our
assessment of your overall management arrangements at stage 1 and we will
update our plan accordingly, including any impact on the fee.

Best Value Performance Plan

We are required to carry out an audit of your best val ance plan (BVPP)
and report on whether it has been prepared and ished in aceordance with
legislation and statutory guidance.

Bury Metropolitan Borough Council
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Audit and Inspection Plan | Assessing risks 11

Assessing risks

We are committed to targeting our work where it will have the greatest effect,
based upon assessments of risk and performance. This means planning our audit
work to address areas of risk relevant to our audit responsibilities and reflecting
this in the audit fees. It also means making sure that our work is co-ordinated with
the work of other regulators, and that our work helps you to improve.

Our risk assessment process starts with the identification of the significant financial
and operational risks applying at the Council with reference to:

e our cumulative knowledge of the Council;

e planning guidance issued by the Audit Commissio
e the specific results of previous and ongoing aud
e interviews with Council officers;
e liaison with internal audit; and
e the results of other review agencies’ evant.

of the financial statements as
til after we have completed

X' planning for the changes to the financial
Recommended Practice 2007 presents
e financial statements.

For each of the significant ri entifiedn relation to our use of resources work,
we consic gements put in place by the Council to mitigate the risk, and

S. The key risks emerging from that initial risk assessment and our
es tQ those yisks are identified below.

services to higheypriority services and this could lead to service and corporate
targets/objectives not being achieved. Our response to this is to review the
operation of Priority Investment Reserve in redirecting resources from low priority
services to high priority services. We will also review how resources have been
realigned within services to meet service level targets.
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12 Audit and Inspection Plan | Assessing risks

The Council is currently undertaking an option appraisal for certain front and back
office transactional services. There is a risk that the Council does not achieve the
benefits in terms of performance, investment in services, organisational capacity
and economic benefits it plans from such an appraisal. Whilst the Council has
planned a Gateway review for the process we will review and comment on an
ongoing basis on the developments within this project. We will specifically
consider the Council's arrangements to ensure resources are being used
appropriately around securing the planned benefits.

The Council has entered into a Local Area Agreement to improve partnership

mitigate all the risks arising from partnership working. | therefore review the
Local Area Agreement arrangements covering governa

deliver major capital

is to review on an ongoing
major capital projects to

a part of this we will also

Bury Metropolitan Borough Council
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Work specified by the Audit Commission

Whole of government accounts (WGA)

40 We will be required to review and report on your WGA consolidation pack in

41

accordance with the approach agreed with HM Treasury and the National Audit
Office which is proportionate to risk.

National Fraud Initiative (NFI)

The Council participates in the NFI which is the Audi
data matching exercise designed to detect fraud p

lQn’s computerised
petrated on public bodies. This

a
Z

outcome of the NFI

Bury Metropolitan Borough Council



14 Audit and Inspection Plan | Voluntary improvement work

Voluntary improvement work

42 We have not identified any Voluntary improvement work at this stage but should
we identify anything which we believe will be of use to you we will address this with
you before reporting our findings to the Audit Committee.

Bury Metropolitan Borough Council
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Certification of grant claims and returns

43 The thresholds for certification of claims and returns have increased from 1st April
2007, and we will certify the Council’s claims and returns on the following basis:

claims below £100,000 will not be subject to certification;

claims between £100,000 and £500,000 will be subject to a reduced, light-
touch certification; and

claims over £500,000 will be subject to a certification appfoach relevant to the
auditor’'s assessment of the control environment and management
preparation of claims. A robust control environmen yld lead to a reduced
certification approach for these claims.

Bury Metropolitan Borough Council
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Elector Challenge

The Audit Commission Act 1998 gives electors certain rights. These are:

e the right to inspect the accounts;
e the right to ask the auditor questions about the accounts; and
e the right to object to the accounts.

As a result of these rights, in particular the right to object to the accounts, we may
need to undertake additional work to form our decision on the“elector's objection.

The additional work could range from a small piece of work'where we interview an
officer and review evidence to form our decision, to a detailed piece of work,
where we have to interview a range of officers, revie if
evidence and seek legal representations on the iss

e issue a public interest report, which t to consider and respond
to. Further to this there are also publicity requirements that councils must

e issue an advisory notice. of an advisory notice is that it is not
lawful for the council or any offi is set out in the advisory notice
until,

grade related\basis’in accordance with the Audit Commission's fee scales.

Bury Metropolitan Borough Council
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The audit and inspection fee

The details of the structure of scale fees are set out in the Audit Commission’s
work programme and fee scales 2007/08. Scale fees are based on a number of
variables, including the type, size and location of the audited body.

The total indicative fee for audit and inspection work included in this audit and
inspection plan for 2007/08 is £447,833 which compares with the planned fee of
£274,000 for 2006/07. The primary reason for the increase is the corporate
assessment planned for this year.

akdown of the fee;
the assumptions made when determining the audit fee, for example, the timeliness
and quality of draft accounts presented for audit and.the Supporting working
papers; and the process for agreeing any changesto t . ee includes all

As indicated in paragraphs 2 and 33, the aud nning process will continue as
the year progresses and it is likely-that there wilNoe some changes to our planned

to the fee will be agreed with you.

Bury Metropolitan Borough Council
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Other information

The audit and inspection team

53 The key members of the audit and inspection team for the 2007/08 audit are shown
in the table below.

Table 2 ”

Name Contact details /Mibilities

James Foster [-foster@audit- M i

Relationship commission.gov.uk

Manager 01204 877 300 interface at the local level

tween the Comimission
nd the other inspectorates,

government offices and
other key stakeholders.

Adrian Lythgo adrian. Ivth}xo@kp\:\q esponsible for the overall

Appointed Auditor ivery of the audit

0113231 3 4
(KPMG |_|_|:>) »including signing the
opinion and conclusion, and
liaison with the Chief
Executive.

Jillian Burrow \Jnllazr{bér“ows@\kp\nﬁco uk  Overall responsibility for the

management of the client

Senior Manager 6 246 4 relationship and the Use of
(KP Resources programme of
work.
}ashp\%anqura@kpmq.co.uk Overall responsibility for the
' 0113 231 3054 delivery of the accounts

audit work and liaison with
Internal Audit and other
senior officers. Key point of
contact for the Director of
Finance and E-government.

Independence and objectivity

54 We are not aware of any relationships that may affect the independence and
objectivity of the Appointed Auditor and the audit staff, which we are required by
auditing and ethical standards to communicate to you.

Bury Metropolitan Borough Council
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Audit and Inspection Plan | Other information 19

We comply with the ethical standards issued by the APB and with the
Commission’s requirements in respect of independence and objectivity as
summarised at Appendix 3.

Quality of service

We are committed to providing you with a high quality service. If you are in any
way dissatisfied, or would like to discuss how we can improve our service, please
contact the Appointed Auditor in the first instance.

make a formal
is set out in the
he Commission’s

If we are unable to satisfy your concerns, you have the righ
complaint to the Audit Commission. The complaints proce
leaflet Something to Complain About which is availabl
website or on request.

Planned outputs

Our reports will be discussed and agreed with the appropriate officers before being
issued to the Audit Committee.

Table 3 X

Planned output \/M date

/|

Interim audit me/rr/m \ < May 2008

Opinion on t f| ancial statements anx> September 2008
value for mone cIu on
Use of TBC following issue of Auditor
Guidance by the Audit
/\ Commission

@ﬁagrate assessﬁx{eﬁt N May 2008
Ann\u@l\agdit and in}péction letter TBC

BVPP report,  / December 2007
\/
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Appendix 1 — Initial risk assessment — use

Significant risks
identified

The failure to redirect
resources from lower
priority services to
higher priority
services could lead to
service and corporate
targets/objectives not
being achieved.

The Council is
undertaking an option
appraisal for certain
front and back office

transactional services.

The risk is that the
Council does not
achieve the benefits
in terms of
performance,
investment in
services,
organisational
capacity and

20 Audit and Inspection Plan | Appendix 1 — Initial risk assessment — use of resources

resources
Mitigating action by = Residual audit = Action in res@s/e to\x Link to auditor’s responsibilities
audited body risk residual aﬁ@t risk
AN
The Authority has in = Yes ' \Q&E 2.1 - The Council's medium-
implemented a ity term financial strategy, budgets and

Priority Investment
Reserve to ensure
resources are
directed to priorities.

capital programme are soundly based
and designed to deliver its strategic
priorities.

E sources
ed within
t service
/Q
The Council has Yes will review and KLOE 5.2. - The Council manages
planned a gat a< ent on an ongoing and improves value for money.
review. is on the developments

ithin this project. We will
specifically consider the
Council's arrangements to
ensure resources are
being used appropriately
around securing the
planned benefits.

-

Bury Metropolitan Borough Council



Significant risks
identified

economic benefits it
plans from such a
review.

New systems in place
surrounding Local
Area Agreements for
the Bury area do not
mitigate all the risks
arising from
partnership working.

The Council has a
number of large scale
capital projects in
progress, financed via
different methods,
including joint
venture. The risk is
that the Council's
management
arrangements are not
sufficiently robust to
deliver the projects in
line with expectations.

The Council has

Agreement.

The Council h
undertaken a

arrangements

Audit and Inspection Plan | Appendix 1 — Initial risk assessment — use of resources 21

Mitigating action by = Residual audit = Action in response to Link to auditor’s responsibilities
audited body

risk residual audit risk />

AN

Yes We will revi Vthe Loca)\\ KLOE 4.2 - The Council has
agreed a Local Area arrangements in place to maintain a
ents covering und system of internal control.
mancial
We will
consider. the Local
nagement

e\will review on an KLOE 5.2 - The Council manages and
ing basis, the improves value for money.

fﬁvernance arrangements
for the Council's major
capital projects to ensure
the Council is using
resources appropriately.

We will also review the
new capital monitoring
arrangements.

Bury Metropolitan Borough Council
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Significant risks Mitigating action by = Residual audit = Action in response to Link to auditor’s responsibilities
identified audited body risk residual audit risk />

The risk that social None Yes We will review the’current = KLOE 5.1 - The Council currently
needs transport social needs transpor achieves good value for money.

arrangements are not
configured and
managed to deliver
services that deliver
economic, efficient
and effective use of

resources.
“Stgter Manchester.

High crime levels and = Established Yes \ Duri i auah\yz-ar and  KLOE 5.1 - The Council currently

fear of crime remain partnership working 20 review the | achieves good value for money.

important resident and performance Tf

partnership working across
reater Manchester in
relation to reducing crime
improving community
afety. In particular we will
examine the effectiveness
of arrangements in specific
tracer areas

long-term crime
reduction targets.
There is a risk that
current arrangements
are not maximising
joint working, use of
resources or
performance
management
arrangements.

priorities. Despite management

recent falls Greater arrangements

Manchester is unlikely ' include the loc <

to meet challenging area agreement d @

Bury Metropolitan Borough Council



Significant risks
identified

A recent review of
health inequalities
highlighted significant
continuing challenges
across Greater
Manchester. On-going
risks remain around
targeting of
resources, failure to
meet PSA targets,
and partnership
working.

Audit and Inspection Plan | Appendix 1 — Initial risk assessment — use of resources 23

Residual audit
risk

Mitigating action by
audited body

Action in response to

residual audit risk />

Progress is being Yes
made through better
collaborative
working and a
shared vision led
through the health
leadership group.
However more
remains to be done
to reduce
inequalities and
achieve significant
change.

Greater M

tion to heal
ii‘\i@/- ~srevidus work
nchester levels and an
a
/ 2 Si

essment of progress
agreed tracers.
\

Link to auditor’s responsibilities

KLOE 5.1 - The Council currently
achieves good value for money.

Bury Metropolitan Borough Council
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Appendix 2 — Audit and inspection fee

1 Table 4 provides details of the planned audit and inspection fee for 2007/08 with a
comparison to the planned fee for 2006/07.

Table 4

Audit area Planned fee 2007/08 | Planned fee 2006/07
£

Uk
Audit / /\\

Financial statements (including = 140, OOO
Whole of Government

accounts)

Use of resources (including 120,000 102,000
BVPP)

Data quality 17,000 17,000

NFI \ 8,000~ \\ n/a

Total audit fee \2&0,@@ /\\\/ 255,000

Inspection \ \//
Relatlonshlp mgrém \ 14\(5@ *

por(atgﬁpe\ctﬁ\ & 138,333 n/a

;/ /a/nspect\n\\ \\ 167,833 19,000

audlt and |n e tlonf 447,833 274,000

ification of claims/and 105,000 120,000
return

* ComparatlvMon is not available for 2006/07 due to the changed fee
structure.

2 The Audit Commission scale audit fee for Bury Metropolitan Borough Council is
£255,240. The fee proposed for 2007/08 is +9.7 per cent compared to the scale fee
and is within the normal level of variation specified by the Commission. The audit
element of the fee has increased by £25,000 (9.8%) in comparison to 2006/07
because:

Bury Metropolitan Borough Council
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e in 2006/2007 £25,000 was left in reserve to address risks identified in the
audit plan, where the fee was not sufficient to address residual risks which
may have impacted on our value for money conclusion. This was not used in
2006/07; and

e in comparison to 2006/07 we are completing an additional review. The
Council has specifically asked us to undertake a review on integrated social
needs transport.

The inspection element of the fee has increased primarily because the Council will
be receiving a Corporate Assessment during 2007/08.

The Audit Commission has the power to determine the fee above or below the

envisaged by the scale fee. The Audit Commission
fee to reflect the actual work that needs to be carrig

e good quality' working papers and records will be provided to support the
financial statements by an agreed date;

e requested information will be provided within agreed timescales;
e prompt responses will be provided to draft reports; and

e additional work will not be required to address questions or objections raised
by local government electors.

Bury Metropolitan Borough Council
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8 Where these assumptions are not met, we will be required to undertake additional
work which is likely to result in an increased audit fee. The fee for the audit of the
financial statements will be re-visited when we issue the audit opinion for the
2006/07 financial statements.

9 Changes to the plan will be agreed with you. These may be required if:
¢ new residual audit risks emerge;

e additional work is required of us by the Audit Commission or other regulators;
and

e additional work is required as a result of changes in legiSlation, professional

10

Bury Metropolitan Borough Council
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Appendix 3 — Independence and
objectivity

Auditors appointed by the Audit Commission are required to comply with the
Commission’s Code of Audit Practice and Standing Guidance for Auditors, which
defines the terms of my appointment. When auditing the financial statements
auditors are also required to comply with auditing standards and ethical standards
issued by the Auditing Practices Board (APB).

The main requirements of the Code of Audit Practice, Standi uidance for
Auditors and the standards are summarised below.

International Standard on Auditing (UK and Ireland) ’ nication of audit
matters with those charged with governance) req at theappointed auditor:

/In your case, the
>‘from the auditor to those charged with

f Audit Practice has an overriding general requirement
out their work independently and objectively, and
ilany way that might give rise to, or could reasonably

Bury Metropolitan Borough Council
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6 The Standing Guidance for Auditors includes a number of specific rules. The key
rules relevant to this audit appointment are as follows:

Appointed auditors should not perform additional work for an audited body
(ie work over and above the minimum required to meet their statutory
responsibilities) if it would compromise their independence or might give rise
to a reasonable perception that their independence could be compromised.
Where the audited body invites the auditor to carry out risk-based work in a
particular area that cannot otherwise be justified as necessary to support the
auditor’s opinion and conclusions, it should be clearly differentiated within the
audit plan as being ‘additional work’ and charged for separately from the
normal audit fee;

auditors should not accept engagements that invo
performance of other auditors appointed by the
work without first consulting the Commissio

e.commenting on the

government or NHS bodie
NHS body; and

Bury Metropolitan Borough Council



