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External audit is an essential element in the process of accountability for public
money and makes an important contribution to the stewardship of public resources
and the corporate governance of public services.

Audit in the public sector is underpinned by three fundamental principles:

e auditors are appointed independently from the bodies being audited,;

e the scope of auditors' work is extended to cover not only the audit of financial
statements but also value for money and the conduct of public business; and

e auditors may report aspects of their work widely to the public and other key
stakeholders.

The duties and powers of auditors appointed by the Audit Commission are set out in
the Audit Commission Act 1998 and the Local Government Act 1999 and the
Commission's statutory Code of Audit Practice. Under the Code of Audit Practice,
appointed auditors are also required to comply with the current profeéssional
standards issued by the independent Auditing Practices Board.

Appointed auditors act quite separately from the Commissiop
statutory responsibilities are required to exercise their profe
independently of both the Commission and the audited y.
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Introduction

This plan sets out the audit and inspection work that we propose to undertake for
the 2008/09 financial year. The plan is based on the Audit Commission’s
risk-based approach to audit planning and the requirements of moving towards
Comprehensive Area Assessment (CAA). It reflects:

e audit and inspection work specified by the Audit Commission for 2008/09;
e current national risks relevant to your local circumstances; and
e your local risks and improvement priorities.

During 2008/09, the role of Relationship Manager will b placed by the post of

provide the focal

activity involving local authorities.

As we have not yet completed our audit for
for 2008/09, including the risk agsessment, will continue as the year progresses,

and the information and fees in‘this-plan-will be kept under review and updated as
necessary.

Dudley Metropolitan Borough Council



6 Audit and Inspection Plan | Responsibilities

Responsibilities
4 We comply with the statutory requirements governing our audit and inspection
work, in particular:
e the Audit Commission Act 1998;
e the Local Government Act 1999; and
e the Code of Audit Practice.

5 The Code of Audit Practice (the Code) defines auditors’ responsibilities in relation

to:

the audited body begin and end
these responsibilities.

Dudley Metropolitan Borough Council
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Fees

The details of the structure of scale fees are set out in the Audit Commission’s
work programme and fee scales 2008/09. Scale fees are based on a number of
variables, including the type, size and location of the audited body.

The total indicative fee for the audit and inspection work included in this audit and
inspection plan for 2008/09 is for £328,343, which compares to the planned fee of
£303,623 for 2007/08.

A summary of this is shown in the table below. The fee is
risks identified, mandated work and basic assumptions.
the audit and inspection fee is included in Appendix

ined by audit
detailed breakdown of

Table 1 Audit fee

Audit area Planned fee 2(?(8/@ PI}r(r}\ed fee 2007W Page

Total audit fee 289,848 S\ 281,499
Total inspection fee | 38,495 22,124

Certification of TBC \\ s 1%@
Vv

claims and returns

The Audit Commission has the power to determine the fee above or below the
scale fee where it considers that substantially more or less work is required than
envisaged by the scale fee. The Audit Commission may, therefore, adjust the
scale fee to reflect the actual work that needs to be carried out to meet the
auditor’s statutory responsibilities, on the basis of the auditor's assessment of risk
and complexity at a particular body.

Dudley Metropolitan Borough Council
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It is a matter for the auditor to determine the work necessary to complete the
audit and, subject to approval by the Audit Commission, to seek to agree an
appropriate variation to the scale fee with the Council. The Audit Commission
expects normally to vary the scale fee by no more than 30 per cent (upwards or
downwards). This fee then becomes payable.

Process for agreeing any changes in audit fees

As set out in paragraph 4, we expect that the initial risk assessment may change
as the year progress. Where this is the case, we will discuss’this in the first
instance with the Director of Finance. Supplements to the will be issued to
record any revisions to the risk and the impact on the fé

Dudley Metropolitan Borough Council
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Auditor’s report on the financial
statements

We are required to issue an audit report giving our:

e opinion on whether the financial statements present fairly the financial position
of the Council as at 31 March 2009; and

e conclusion on whether the Council has put in place proper arrangements to
secure economy, efficiency and effectiveness in its use 'Sources.

Financial statements

We have not undertaken a risk assessment for,G
statements as many of the specific risks whiech may become appa
have completed our 2007/08 audit. A sepafate”opinion plan for the a
financial statements will be issued in Ma

VFM conclusion

Table 2 WV

N
/Ke/y isks MI d \\\ Planned work to address the risk

he~Council is under king\gpay and We will assess the adequacy of the

i ply with the Council's arrangements for
Single Status Agreéement. The job implementing the outcome of the pay
f the review is and grading review

not yet in a position to produce a
reliable estimate of the costs of
implementing the Agreement but it is
probable that these costs will be

significant

Addressing health inequalities in We will perform a cross cutting review
Dudley is a key objective for the which will consider how well the Council
Council and it forms part of the works in partnership with the PCT to
current Local Area Agreement address health inequalities

Dudley Metropolitan Borough Council
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The Council's Local Area Agreement
is being redrafted in 2008.

Dudley Metropolitan Borough Council

We will monitor the Council's progress
on meeting the performance targets in
the agreement through review of key
documents and interviews with key
officers, including internal audit
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Use of resources

20 The Audit Commission has specified that auditors will complete a use of

21

22

resources assessment for 2008/09. This will be a new assessment forming part of
the CAA framework for 2009.

The approach to the use of resources assessment has been subject to
consultation and will be finalised after April 2008. Further information about our
use of resources work for 2008/09 will be provided once the approach has been

mitigate risk, and plan our work accordingly.

Ouir initial risk assessment for use of resources wo
will be updated through the continuous plannin

Appendix 3. This
ar progresses.

Dudley Metropolitan Borough Council
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Mandated work
As part of the audit, the mandated work programme comprises:

e data quality;
e whole of government accounts; and
e National Fraud Initiative.

Appendix 1 highlights the work to be undertaken.

Dudley Metropolitan Borough Council
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CPA and inspection

From April 2009, the Audit Commission, jointly with the other public service
inspectorates, will be implementing Comprehensive Area Assessment (CAA).
Therefore, 2008/09 is the last year in which corporate assessments and
programme service inspections will be undertaken as part of the CPA framework.

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.

e’'Commission’s
5 categorised as four

The Council’'s CPA category is, therefore, a key driver i
inspection planning process. For CPA 2007, the Coun
stars.

| have applied the principles set out in the CPAA > he Harder
Test’, recognising the key strengths and areas for i [ 2. Council’s
performance.

Strengths in the Council’s performance ine
e adult social care services;
e housing services;
e Dbenefits services.

e reviewing i
e working wi

On the i of th
will

Ing process,
as follows.

have identified where inspection activity

@ ﬁ\ary\qflnspectlon activity

Inspe\c@n\actyf{y/ Reason/impact

RelationstWﬁger (CAAL)  To act as the Commission’s primary point of
role contact with the Council and the interface at
the local level between the Commission and
the other inspectorates, government offices
and other key stakeholders.

Direction of Travel (DoT) An annual assessment, carried out by the RM,

assessment of how well the Council is securing continuous
improvement. The DoT statement will be
reported in the Annual Audit and Inspection
Letter. The DoT assessment summary will be

Dudley Metropolitan Borough Council
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published on the Commission’s website.

Regeneration inspection An inspection of regeneration across
Birmingham and the Black Country will be
performed. Regeneration is a key corporate
priority for each of the five councils and of
their LSPs. There are many common issues
facing Birmingham and the Black Country and
there is already a great deal of joint working
across the theme. The fresh impetus given to
local authorities through the white paper and
the developing City-Regiors agenda presents
a major opportunity for Iécal authorities to
enhance their co ni dership and

‘place-shapin/g’\r

Dudley Metropolitan Borough Council



Audit and Inspection Plan | Advice and assistance 15

Advice and assistance

31 Under paragraph 9 of Schedule 2A of the Audit Commission Act 1998 we have
powers to provide 'advice and assistance' (A&A) to another public body where
this is requested.

32 If you wish the Commission to provide additional services under these powers,
please contact Dorothy Welsh.

Dudley Metropolitan Borough Council
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The audit and inspection team

33 The key members of the audit and inspection team for the 2008/09 audit are

shown in the table below.

Table 4

Name Contact details

Gary Stevens

Comprehensive Area
Assessment Lead
(CAAL)

g-stevens@audit-
commission.gov.uk

0121 7337173

B

Tony Corcoran t- corcoran@aud\
commission gov uk

District Auditor

0174

Simon Turner
Audit Manager

35

Audit and inspection team

Responsi%s

pectorates, gevernment
offices and other K

stak /Wers

\Be/ nsible for the overall

de ery of the audlt |nclud|ng the

Manages and coordinates the
different elements of the audit
work. Key point of contact for the
Director of Finance.

If we are unable to satisfy your concerns, you have the right to make a formal

complaint to the Audit Commission. The complaints procedure is set out in the
leaflet ‘Something to Complain About’, which is available from the Commission’s

website or on request.

Dudley Metropolitan Borough Council
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Planned outputs

36 Reports will be discussed and agreed with the appropriate officers before being
issued to the audit committee.

Table 5 Planned outputs

Planned output Indicative date
A\

Regeneration inspection report December/zﬁpg

Opinion Audit and Inspection Plan March/2609<

Annual governance report Sgpt\{ayfﬁ;r\ngg\

Auditor’s report giving an opinion on the /§e tember 200
financial statements and value for money

conclusion /| PN
Use of resources report \\\Dgeémb/er 2009
Health inequalities report N B

- B
Annual Audit and Inspection Lg\tte{\\ Té({\
N\

Dudley Metropolitan Borough Council
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Appendix 1 — Work under the Code of
Audit Practice

Financial statements

1 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).

2 We are required to issue an opinion on whether the fing

dl statements present

and expenditure for the year.

3 We are also required to review whether the Annual GoV

equirements, and to report if it does

Value for money con

4 The Code requires
place proper arra

ources assessment

7 The approach to the use of resources assessment for 2008/09 has been subject
to a consultation process which ended in February 2008. The Commission is
considering the responses to the consultation and will finalise the assessment
framework after April 2008. We will provide further information on the work
needed for the assessment once the approach has been confirmed.

Use of re

e

Dudley Metropolitan Borough Council
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Data quality

8 We are required to undertake audit work in relation to data quality which will be
directly linked to the VFM conclusion and the use of resources assessment.

9 The approach to data quality is being considered as part of the use of resources
framework and we will provide further information on the work needed once the
framework has been finalised. As part of the approach, the Audit Commission will
specify work on housing and council tax benefit performance indicators.

Whole of government accounts

10 We will be required to review and report on your WGA

Office.

National Fraud Initiative

11 From 2008/09 work relating to the National F iative will be carried out
hing powers under the
1sulting audited bodies on

aud Initiative later this

ission will be
the-Nationa

Dudley Metropolitan Borough Council
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Appendix 2 — Basis for fee

1 The Audit Commission is committed to targeting its work where it will have the
greatest effect, based upon assessments of risk and performance. This means
planning 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
coordinated with the work of other regulators, and that our work helps you to
improve.

e our cumulative knowledge of the Council,

e planning guidance issued by the Audit Commi
e the specific results of previous and ongoi
e interviews with Council officers;
e liaison with internal audit; and

good quality working papers and records will be provided to support the
ancial statements;

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.

4 Where these assumptions are not met, | 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 opinion audit plan.

5 Changes to the plan will be agreed with you. These may be required if:

¢ new residual audit risks emerge;

Dudley Metropolitan Borough Council
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e additional work is required by the Audit Commission or other regulators; or

e additional work is required as a result of changes in legislation, professional
standards or as a result of changes in financial reporting.

6 Below is a detailed breakdown of the audit and inspection fee for 2008/09.

7 The fee (plus VAT) will be charged in 12 equal instalments from April 2008 to
March 20009.

Table 6 Detailed audit and inspection fee />
Audit area Planned fee Planned & Page
2008/09 2007/
v/"a\
Audit /> \\
. . A\
Financial statements 196,795 // 191,(/)@3 \V>9

Use of resources 90,740 \\ 8]/095> 9
Whole of government 2 313 \\/ 19
accounts
National Fraud Initiative 0 \\\ 1\2\5\ 19
Total audit fee 289, 8 8 \28;L}4 9
\ ‘\/
Inspection /\ \ /
Relationship 1 ,308 11,062 13
managemen
Direction of T Trav / 11,3 11,062 13
Regén /eFa-‘ci@@sge\ﬂ\\ 15,880 0 14
/I(oga/l inspectio f%g \ \3§ 495 22,124
ta ud|t and 328,343 303,623
inspection fee
120,000 19

Certific |W TBC
and retur

N

Dudley Metropolitan Borough Council
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Appendix 3 — Initial risk assessment — Use of resources and VFM
conclusion

N
Significant risks Mitigating action by | Residual Action in response to ﬂ@to auditor’s responsibilities
identified audited body audit risk residual audi)/r/i}k

The Council is The pay and grading Yes
undertaking a pay review continues to be

and grading review | performed by officers

to comply with the | and the output

Single Status considered by senior
Agreement. The job management

evaluation element i
of the review is

nearing completion.

The Council are not

Use of resources criteria:
Managing money
Managing the business
Managing other resources

yet in a position to

produce a reliable

estimate of the

costs of

implementing the

Agreement but it is

probable that these

costs will be

significant /]

Addressing health  The Council con\tm,kés Yes We will perform a cross Use of resources criteria:
inequalities in to take action to cutting review which will

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

Dudley is a key address health consider how wel Managing the business

objective for the inequalities Council works |

Council and it forms partnership

part of the current to addres
Local Area inequalitie
Agreement N

The Council's Local | The Council's internal @ Yes Uééof resources criteria:

Area Agreementis | audit service plan to Managing the business

being redrafted in perform work in

2008. 2008/09 to assess the
Council's
arrangements for
meeting the

performance targets in
the agreement AV

Dudley Metropolitan Borough Council
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Appendix 4 — Independence and
objectivity

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

2 We comply with the ethical standards issued by the APB and with the
Commission’s requirements in respect of independence and ohjectivity as
summarised below.

e discloses in writing all relatio

mittee. The auditor reserves the right, however, to
ith the Council on matters which are considered to be of

that appointed auditors carry out their work independently and objectively, and
ensure that they do not act in any way that might give rise to, or could reasonably
be perceived to give rise to, a conflict of interest. In particular, appointed auditors
and their staff should avoid entering into any official, professional or personal
relationships which may, or could reasonably be perceived to, cause them
inappropriately or unjustifiably to limit the scope, extent or rigour of their work or
impair the objectivity of their judgement.

8 The Standing Guidance for Auditors includes a number of specific rules. The key
rules relevant to this audit appointment are as follows.

Dudley Metropolitan Borough Council
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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 and Inspection Plan as being ‘additional work’ and charged for
separately from the normal audit fee.

Auditors should not accept engagements that involve comrmenting on the
performance of other auditors appointed by the Commission on Commission
work without first consulting the Commission.

Dudley Metropolitan Borough Council
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Appendix 5 — Working together

Meetings

1 The audit and inspection team will maintain knowledge of your issues to inform
audit and inspection through regular liaison with key officers.

2 Our proposal for meetings is as follows.

Table 7 Proposed meetings with officers
Council officers Audit Commission T|m|ng \ P pose
staff
Chief Executive Comprehensive Area | Asapp prlate General update
Assessment Lead
(CAAL)
District Auditor (DA)
Director of Finance DA Qu te\l§ General update
Audit Manager<(AM)
Head of Financial AM T~ As appro |at Update on audit and
Services \ opinion issues

Head of Audit AM arter Update on audit
Services progress and issues

Audit Committee /f)A and V As approprlate Formal reporting of:
¢ Audit and
> Inspection
Plan;
e Annual

Governance
Report;
Annual Audit
and
Inspection
Letter; and
other issues
as
appropriate.

<O>A

Dudley Metropolitan Borough Council
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Sustainability

3 The Audit Commission is committed to promoting sustainability in our working
practices and we will actively consider opportunities to reduce our impact on the
environment. This will include:

reducing paper flow by encouraging you to submit documentation and
working papers electronically;

use of video and telephone conferencing for meetings a propriate; and

reducing travel.

Dudley Metropolitan Borough Council



