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Foreword by the Auditor General

In response to new legal requirements, and taking account of the strategic priorities for our approach to
public audit for the next three years, | have enhanced and extended the underlying set of principles for
those carrying out work on my behalf.

The principles are laid out in two related documents, which | have brought together as part of a co-ordinated
approach to audit work:

» a Code of Audit Practice that prescribes the way in which my audit and certain other functions are to be
carried out; and

» a Statement of Practice that describes the way in which my local government improvement audit and
assessment functions must be exercised.

Both documents are designed to complement International Standards on Auditing and both embody what
appears to me to be best professional practice.

| firmly believe that the principles laid out in the Code and Statement will allow us to maximise the
contribution auditors can make to democratic accountability; helping the people of Wales know whether
public money is being managed wisely, and public bodies in Wales understand how to improve outcomes.

Huw Vaughan Thomas

Auditor General for Wales
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This Code prescribes how auditors must carry out the Auditor General for
Wales’ audit and certain other functions

6

The Auditor General is the statutory external
auditor of most of the Welsh public sector. The
Public Audit (Wales) Acts 2004 and 2013, the
Government of Wales Acts 1998 and 2006,
alongside a range of other legislation, provide the
statutory basis for the Auditor General’s work.

The Auditor General is also the Chief Executive
and Accounting Officer of the Wales Audit Office,
which employs staff and procures other resources
that enable the Auditor General to carry out the
Auditor General’s functions.

The Public Audit (Wales) Act 2013 provides that
the Auditor General must issue a code of audit
practice, which prescribes the way in which the
Auditor General’s audit functions (alongside
certain other functions) are to be carried out, and
embodies what appears to the Auditor General
to be best professional practice. This Code of
Audit Practice (this Code) fulfils that purpose and
replaces the Code that was in effect from 1 April
2010 under the Public Audit (Wales) Act 2004.

In particular, this Code is designed to complement
International Standards on Auditing and
recognised standards and guidance that are
regarded as best professional practice, such as
those issued by the Financial Reporting Council
and by professional bodies.

The functions to which this Code relates may

be carried out by the Auditor General or may be
delegated to others’. Consequently, in this Code
the terms ‘auditor’ and ‘auditors’ apply collectively
to:

a the Auditor General;
b employees of the Wales Audit Office; and

¢ any person who provides audit services to the
Wales Audit Office.

Schedule 1 of this Code prescribes the way

in which certain other functions of the Auditor
General are to be carried out. Some of these
functions are included as specified by the 2013
Act, and some are included on a voluntary basis.

7

The Annex to this Code summarises in a flowchart
how this Code must be applied to audit and to
certain other functions of the Auditor General, and
outlines the functions to which the provisions of
this Code apply on a statutory basis.

The Auditor General will issue supplementary
guidance on the application of this Code, including
arrangements for how compliance with this Code
will be assessed.

Under the Local Government (Wales) Measure
2009, the Auditor General must prepare a
statement of practice that describes the way in
which he or she intends to exercise the Auditor
General’s local government improvement
assessment, improvement information and
planning audit and associated reporting and
co-ordination functions. The Auditor General has
prepared such a statement (see Part 2).

The Statement does not form part of this Code but
has been prepared in such a way that it is aligned
with it.

1 The Auditor General must prepare a scheme to wholly or partly delegate any of the Auditor General’s functions to an employee of the Wales Audit Office or a person

who provides services to the Wales Audit Office.

Code of Audit Practice and Statement of Practice of the Auditor General for Wales



The purpose of public sector audit is to report on the stewardship of public
money and in the process provide insight and promote improvement

10

11

In a democracy, governments are accountable to
the public and their elected representatives. To
facilitate this accountability, the public and their
representatives must be adequately informed
about the activities of the government and its use
of public funds; they need information which is
timely, impartial, accurate, comprehensive and
clear.

Independent audit of the activities of government
and of the use of public funds by those charged
with stewardship of those funds is an essential
component of democratic accountability. External
auditors independently examine whether public
money is being managed wisely and is properly
accounted for. Public sector audit involves more
than an opinion on the accounts. It also covers
issues such as regularity (whether public money
is being used for approved purposes), propriety
(how public business is being conducted) and
value for money. Auditors carry out this work on
behalf of the public and in the public interest.

It is not part of auditors’ functions to question

the merits of government policy, but auditors
may examine the arrangements by which policy
decisions are reached and consider the effects of
the implementation of policy.

2 The internal audit function of a public body should carry out assurance and consulting activities designed to evaluate and improve the effectiveness of that body’s

governance, risk management and internal control processes.

12 Audit adds value to society by:

a providing assurance on the governance and
stewardship of public money and assets;

b offering insight on the extent to which
resources are used wisely in meeting people’s
needs; and

¢ identifying and promoting ways by which the
provision of public services may be improved.

13 However, external audit cannot act as a substitute

for governments’ and other public bodies’ own
responsibilities, and does not replace the need for
public bodies to obtain legal or other professional
advice and to put in place effective internal control
arrangements, including arrangements for internal
audit?. It is for public bodies to ensure that their
business is conducted in accordance with the law
and proper standards, and that public money is
safeguarded, properly accounted for and used
economically, efficiently and effectively®.

14

15

16

3 For further information please see the Statement of the responsibilities of the Auditor General for Wales and of the bodies that he or she audits on our website.

The Auditor General is responsible for the

annual external audit of the majority of public
money spent in Wales, including those funds that
are voted annually by the National Assembly.
Elements of this funding are passed by the Welsh
Government to the NHS in Wales and to local
government.

Each year the Auditor General, with assistance
from the Wales Audit Office, delivers an extensive
but proportionate programme of external audit
work, alongside certain other functions, in
accordance with the Auditor General’s statutory
powers and duties. The overall programme
includes audits of accounts, value for money
examinations and studies, local government
improvement audits and assessments, certification
of grant claims and subsidies, and data matching.

Good practice is identified from across the full
breadth of audit work and is disseminated through
the Good Practice Exchange (a free web-based
resource) and other media including shared
learning seminars.

Code of Audit Practice and Statement of Practice of the Auditor General for Wales 7



Five principles underpin the audit work of the Auditor General — being public
focused, independent, proportionate, accountable and sustainable

17 Alongside specific legal and professional
requirements, five widely recognised principles
underpin the audit work of the Auditor General.
Auditors must carry out their work consistently in
accordance with these principles.

Public focus

18 External audit is carried out on behalf of the
public and is done in the public interest. The
scope of public sector audit is wider than in the
private sector and is essential to the process of
holding public bodies to account. The public has
a legitimate stake in audit work and should be
engaged with its processes. Outputs from audit
work must be accessible, timely, evidence-based
and relevant to stakeholders.

Independent

19 Audit must be, and be seen to be, independent.
It must be carried out with integrity in a way that
is objective, impartial and in accordance with
relevant ethical standards and considerations.
Auditors must not be constrained by any particular
interest in undertaking their work, and should
report in public without being influenced by fear
or favour.

4 The Welsh Government has outlined its commitment to legislate to make sustainable development the central organising principle of the devolved public service

Proportionate

20 Service providers need to be given enough space

to deliver services to a high standard, while being
subject to sufficient, but not excessive, levels

of scrutiny. Striking this balance is an important
part of the auditor’s judgement in determining the
nature, scope, scale and duration of audit work.
Auditors are required to undertake certain tasks
and must obtain the information and explanations
necessary to provide sufficient evidence to

meet their responsibilities, but they are not
expected to review all aspects of audited bodies’
arrangements, systems or records.

Accountable

21

Public sector auditors are publicly funded and are
accountable for the stewardship of the resources

provided to them. They must carry out their work

in accordance with international standards and

must work economically, efficiently and effectively.

Auditors must be sufficiently transparent in their
activities, in accordance with the legal framework
that they work in, so that all parties understand
the particular purpose for which audit is being
undertaken.

Sustainable

22 Sustainable development is about meeting the

needs of the present without compromising the
ability of future generations to meet their own
needs. Audit work must be undertaken with

regard to sustainable development as a central
organising principle for integrated decision making
and reporting by audited bodies*. Through their
work, auditors must have due regard to the

need to promote social justice, equality, and

the enhancement of the natural and cultural
environment.

in Wales, through a Future Generations Bill. The Welsh Ministers are also legally required to make a scheme setting out how they propose to promote sustainable
development, and to publish a report each year on how those proposals have been implemented.

8 Code of Audit Practice and Statement of Practice of the Auditor General for Wales



The General Code - this prescribes the way auditors must carry out their

functions

23 In accordance with the five principles laid out in
this Code, the following will apply.

24 When carrying out their work, auditors must
comply with auditing and ethical standards
currently in force and as may be amended from
time to time®, and that appear to the Auditor
General to be relevant. Auditors must also have
regard to related guidance and advice where this
appears to the Auditor General to be relevant.

25 Auditors must undertake their work in accordance
with any further guidance issued by the Auditor
General and with regard to the Auditor General’s
strategic objectives.

26 The Auditor General is required to report to the
National Crime Agency® any instance of dealings
in the proceeds of crime (money laundering) that
auditors encounter during the course of their
work. Auditors must therefore throughout the
course of their work maintain an open mind as to
the possibility of persons dealing in the proceeds
of crime and report any knowledge or suspicion
to the Wales Audit Office Money Laundering
Reporting Officer. Auditors must also ensure that,

Under the Money Laundering Regulations 2007.
Such as those required under the Companies Act 2006.

0 N O O

during the course of their work, they comply with
other specific reporting requirements’.

Planning

27 Auditors must plan and document the planning of
their work. They must:

a Have a sound understanding of the relevant

underpinning audit legislation and professional
auditing standards.

Have an overall understanding of the
legislation, policies, guidance and models of
governance that apply to the bodies they audit.

Carry out initial scoping work, including
obtaining the views of relevant stakeholders, to
inform the design of audit work.

Have regard to any correspondence® received
from the public or other interested parties,
including disclosures received from individuals
employed by audited bodies®, about matters
relevant to the Auditor General’s functions.

Including International Standards on Auditing and other internationally recognised standards.

Correspondence from the public or other interested parties that raises concerns about public business can inform our work by identifying issues for further

investigation. Auditors must respond to public concern promptly and in a fair, objective and professional manner.

9 Under the Public Interest Disclosure Act 1998, the Auditor General is a ‘prescribed person’ who can receive whistle-blowing disclosures from individuals employed
by audited bodies in respect of the proper conduct of public business, value for money and fraud and corruption in relation to the provision of public services.

10 For example, Estyn, the Care and Social Services Inspectorate Wales, Healthcare Inspectorate Wales and the Wales Audit Office have signed a strategic

agreement on collaborative working.

Conduct an analysis of the issues and risks
that are relevant to the audit and, with the
exception of opinion audit work (which is
governed by auditing and ethical standards),
organise their work around a relevant and
structured set of questions.

Design a fieldwork methodology to gather
information in a consistent way at a local,
regional and national level as appropriate, but
not limited by expectations of uniformity.

Have regard to the fact that public services
may be delivered through a range of
collaborative arrangements, including
partnerships, subsidiaries and contracts, and
consider how to follow public money across
such arrangements.

Have regard to the wider systems of audit,
inspection and regulation of public bodies, and:

i have regard to any protocols that the
Auditor General or Wales Audit Office
agrees with other external review bodies
and any associated guidance'?; and

Code of Audit Practice and Statement of Practice of the Auditor General for Wales
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i where appropriate, establish effective
co-ordination arrangements with other
external review bodies to share information,
make best use of overall resources, avoid
duplication and to ensure that demands on
audited bodies are minimised.

Have due regard to sustainable development
as a central organising principle for

integrated decision making and reporting by
audited bodies, and the need to eliminate
discrimination, advance equality of opportunity
and foster good relations’".

Treat the Welsh and English languages on an
equal basis, and enable effective working and
communication through the medium of Welsh
as required’?.

Discuss the audit plan with audited bodies at
an early stage wherever possible, including the
issues and risks that are relevant to the audit,
the expected costs'® and how audited bodies
can contribute to the delivery of an efficient
audit, for example, through timely and effective
production of required working papers and by
responding fully and promptly to requests for
information. and

Review the plan throughout the audit and
update as necessary.

Fieldwork

28 While carrying out fieldwork, auditors must:

a

carry out their work professionally in
accordance with relevant legislation, auditing
standards and with guidance issued by the
Auditor General;

liaise effectively with any relevant internal audit
functions in line with international auditing
standards;

obtain such information as is necessary, using
relevant legal rights of access to provide
answers to any required questions and to meet
statutory and professional responsibilities;

capture and consider the views, experiences
and concerns of service users, providers and
other relevant stakeholders, as appropriate;

work efficiently, placing reliance on work
previously undertaken by the Auditor General,
alongside robust self-evaluation activity,

the work of internal audit and that of other
external review bodies, whenever possible and
appropriate;

11 As laid out in the Equality Act 2010 and the Strategic Equality Plan of the Auditor General for Wales and the Wales Audit Office.
12 As laid out in the Welsh Language Scheme of the Auditor General for Wales and the Wales Audit Office.

13 Fees for audit work will be charged in accordance with a scheme prepared by the Wales Audit Office and approved by the National Assembly.

Code of Audit Practice and Statement of Practice of the Auditor General for Wales

review whether audited bodies have properly
considered any related matters that have been
identified previously, including by internal audit,
the Auditor General and other external review
bodies, and whether recommended actions
have been implemented;

obtain information in a way that facilitates
benchmarking, performance comparison
of outcomes and the identification of good
practice, wherever possible;

ensure that all data received or obtained is held
securely and in compliance with statutory and
other requirements relating to the collection
and other processing of information;

communicate regularly with audited bodies and
ensure that emerging findings are discussed

at the appropriate level and in a timely way, as
necessary; and

document and share information with other
auditors on issues arising from their work that
could have a bearing or significance on other
audit work being undertaken by the Auditor
General, or inform future programmes of audit
work.



29

30

The Auditor General has extensive legal rights of
access to information and documents which are
important for the proper exercise of the Auditor
General’s functions. The Auditor General will

take a rigorous approach towards enforcing such
rights, since the obstruction of access rights fetters
auditors’ ability to properly carry out their work and
drives up the costs of that work.

To avoid any potential misunderstanding when it
appears that access rights are being obstructed
by any person, auditors will communicate the
relevant rights to the person in question. If the
person still seeks to obstruct access following
this communication, the Auditor General will
pursue legal action to gain access to the relevant
documents and recover any associated costs.

Reporting

31 After concluding fieldwork, auditors must:

a

Draw evidence-based conclusions about
the outcomes of fieldwork and answer any
questions that the work set out to address.

Consider whether their conclusions are
consistent with those arising from the work of
internal audit or other external review bodies,
where appropriate.

Determine the key messages and the structure
of the outputs through which they will be
reported.

Offer audited bodies and relevant third parties
the opportunity to comment on the factual
accuracy of the findings, as appropriate.

Make recommendations for improvement,
where relevant, which, in the auditor’s
judgement, are:

i useful, specific and practicable and focused
on the interests of the public;

ii consistent with sustainable development;
and that

iii take account of the expected costs and
challenges of implementation and report
where these are likely to be significant.

Produce outputs that:

i comply with statutory and professional
reporting requirements;

ii are rigorous, timely, clear and concise;

iii are accessible and written in plain
language, avoiding jargon and technical
terms, wherever possible;

iv only identify individuals, whether by name,
job title or other information, to the extent
that it is necessary to provide a proper
report;

v are open about the scope and limits of the
work;

vi where possible and appropriate, identify and
quantify potential savings and efficiencies,
alongside common risks faced by public
bodies in Wales and elsewhere; and

vii include or make reference to examples of
notable improvement and good practice,
including of innovation and effective risk

management, as appropriate.

Code of Audit Practice and Statement of Practice of the Auditor General for Wales 11



g Encourage and challenge service providers
to improve, including through their
taking ownership of audit findings and
recommendations and giving consideration to
any examples of good practice.

h Emphasise that any weaknesses or risks
identified are only those which have come to
their attention during their work and may not be
all that exist.

i Ensure that audit knowledge and learning
can be made available to a wide range of
stakeholders and beneficiaries, to maximise
the potential impact and value of the work.

Following up

32 After reporting on their findings, auditors must:

a where appropriate, request a response
from relevant parties to their findings and
recommendations, and state whether they are
satisfied that findings and recommendations
have been properly considered’;

b monitor any actions taken in response to their
recommendations;

comment, as necessary and through
appropriate channels, on progress made

on implementing recommendations, and on
recommendations that have not been properly
considered or acted upon;

have regard to any further correspondence
received from the public or other interested
parties'®, including any further disclosures
received from individuals employed by audited
bodies, about matters relevant to the audit
findings and recommendations;

seek to identify additional opportunities for
sharing audit knowledge and learning, including
via organisations, providers and networks who
are active in the field of knowledge transfer, as
appropriate;

where relevant and useful, make case study
examples of good practice and innovation
available for addition to the content of the Good
Practice Exchange;

where appropriate, relevant and useful,
proactively offer commentary and insight from
audit work to public sector policy-makers and
working groups;

14 Responsibility for implementing recommendations, and the mechanisms through which this is done, lies solely with the audited body.

15 In light of further correspondence, auditors will make a judgement on whether to undertake further investigations to meet their statutory responsibilities.

We recognise that some correspondents may not be satisfied with a thorough investigation and response to their concerns, and may repeat those concerns.

Code of Audit Practice and Statement of Practice of the Auditor General for Wales

initiate further audit work, where they consider
it necessary to meet statutory responsibilities;

respond positively to the results of quality
monitoring, reviews of their work by the Auditor
General and other review bodies, and external
stakeholder feedback, including that received
from audited bodies; and

reflect on their work and use the learning
to inform future programmes of audit work
and to further improve audit processes and
methodologies.



The Specific Code - this further prescribes the way auditors must carry out
particular functions, as part of a co-ordinated approach to audit work

33

In addition to the General Code and in accordance
with the principles of being public focused,
independent, proportionate, accountable and
sustainable, the following will apply in full unless
specified by the Auditor General (see paragraph
42).

Audit of accounts and value for money
examinations and studies

34

The Auditor General issues reports on the
accounts of public service bodies that he or she
audits. Audit reports include an opinion on:

a whether the financial statements properly
present, present fairly or give a true and fair
view of, as appropriate, the financial affairs of
the body;

b whether the financial statements have
been prepared properly in accordance with
relevant legislation, directions and applicable
accounting standards; and

¢ the regularity of the transactions, at bodies
where this is required.

35

36

37

Auditors will provide reasonable assurance that
the related financial statements:

a are free from material misstatement, whether
caused by fraud or error;

b comply with statutory and other applicable
requirements, including the regularity of
transactions at bodies where this is required;
and

¢ satisfy all relevant accounting presentation and
disclosure requirements.

Auditors will, where required, review and report on
the Whole of Government Accounts return.

Auditors will provide assurance on the
effectiveness of governance arrangements and,
where appropriate, on other issues of public
interest. To this end, auditors will:

a review governance statements to confirm that
these are not inconsistent with the audited
financial statements and other information of
which they are aware; and

38

b report, as appropriate, on matters that might
not be material to the audit opinion but
which are of public interest, such as financial
standing, standards of conduct and the
efficiency and effectiveness of:

i governance arrangements and systems of
internal control;

i financial systems; and

iii arrangements for the prevention and
detection of fraud and irregularities, bribery
and corruption.

In working to satisfy the Auditor General that a
local government or NHS body has made proper
arrangements for securing economy, efficiency
and effectiveness in its use of resources, auditors
will apply criteria specified by the Auditor General
in relation to planning, fieldwork, reporting and
following up. For local government bodies,
auditors will also place reliance on the following
sources of assurance:

a the results of the audit work undertaken on
the financial statements, the effectiveness of
governance arrangements and on other issues
of public interest;

Code of Audit Practice and Statement of Practice of the Auditor General for Wales 13



b

the results of other work carried out by the
Auditor General, including value for money
examinations and studies, certification of
claims and returns, data matching exercises
and work carried out under the Local
Government (Wales) Measure 2009;

the results of the work of internal audit and of
other external review bodies where appropriate
and relevant to the auditor’s responsibilities;
and

any other work that addresses matters not
covered by the above, and which the auditor
considers necessary to discharge their
responsibilities.

39 Plans and results of audit work undertaken on the
financial statements will be reported via a range
of appropriate outputs. The following outputs may
be issued by the auditor at key points in the audit
process:

14

a

b

an audit planning document;

oral and written reports or memoranda to
appropriate individuals on the results of, or
matters arising from, specific aspects of the
auditor’s work;

40

41

¢ areport to those charged with governance
summarising the findings and conclusions of
the auditor;

d an audit report including the auditor’s
opinion(s) on the financial statements;

e certification that the audit of the accounts
has been completed in accordance with
statutory requirements; and

f arelated substantive report if the auditor’s
opinion is qualified’® or if the Auditor General
wishes to report on any matter.

The auditor may also issue further outputs in

accordance with relevant legislation and guidance.

Though not exhaustive, this may include reports

made in the public interest, statements of reasons

following objections raised by local authority
electors, responses to correspondence, and

feedback on an exception basis where any of the
information reviewed indicates significant failures
to perform the General Equality Duty on the part of

audited bodies.

Auditors will typically issue public interest reports
to draw the public’s attention to circumstances

where, in the auditor’s opinion, a public body has
misspent substantial amounts of money, has poor

42

43

governance arrangements or has acted outside its
legal powers.

There will be circumstances in which aspects of
the Specific Code may be inappropriate to the
audit of accounts of certain bodies, for example,
due to the relatively small amounts of public
money controlled by the bodies in question. In
carrying out the audit of such bodies, auditors
must carry out their work in accordance with
guidance issued by the Auditor General. In
carrying out the audit of small bodies with either
annual income or annual expenditure below a
financial limit determined by the Auditor General
from time to time, auditors must apply Schedule
2 of this Code instead of the Specific Code, if
directed to do so by the Auditor General.

The Auditor General has powers to examine the
economy, efficiency and effectiveness (together
known as value for money) with which public
service bodies, individually or collectively, use
their resources, and to undertake studies to make
recommendations for improving value for money.
The Auditor General may also undertake other
types of studies.

16 As opposed to an unqualified opinion, which is expressed when the auditor concludes that the financial statements give a true and fair view, are properly presented
or are presented fairly (as appropriate), in all material respects and in accordance with the applicable financial reporting framework

Code of Audit Practice and Statement of Practice of the Auditor General for Wales
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45

46

In relation to local government bodies, the Auditor
General has duties to undertake studies each
financial year to enable the Auditor General to
make recommendations for improving:

a value for money in the discharge of functions of
Welsh improvement authorities'”’;

b value for money in the provision of services by
other local government bodies; and

¢ the financial or other management of local
government bodies.

The Auditor General also has duties to undertake
value for money studies of the impact of statutory
provisions and Welsh Ministers’ directions and
guidance on local government bodies. The Auditor
General may also undertake other studies relating
to the provision of services by local government
bodies, and may undertake benefit administration
studies for the Secretary of State.

These functions may be exercised, in combination
if necessary, across different types of bodies,

to examine public spending irrespective of who
delivers the services. The results from value for
money examinations and studies (other than those

17 County and county borough councils, national park authorities and fire and rescue authorities in Wales are collectively defined as ‘improvement authorities’ in the

Local Government (Wales) Measure 2009.

undertaken solely in relation to local government
bodies) will usually be presented to the National
Assembly and considered by its Public Accounts
Committee.

In relation to the Auditor General’'s examination
and study functions, the Auditor General will
consider, among other things, the following in
deciding what work to undertake:

a levels of public interest and concern’®;

b the scale of the issues and the circumstances
and risks involved;

o

whether the work is timely;

o

whether the lessons learned are likely to be
transferable; and

(]

the potential value of the work in terms of
monetary savings, improved services and
improved management or governance.

For any particular examination or study, auditors
will use the approach prescribed in the General
Code to develop a fieldwork methodology that
enables them to determine the extent to which
value for money has been achieved or may be

18 Including in particular the views of the National Assembly’s Public Accounts Committee and local government, where relevant.

19 As defined by the Equality Act 2010.

20 ‘Relevant bodies’ are as set out in paragraph 20 of Schedule 8 to the Government of Wales Act 2006.

49

improved, or in the case of studies that do not
concern value for money, to undertake such
analysis as is fit for purpose. Where applicable,
this will extend to assessing the effectiveness of
governance arrangements, including any service
delivery partnerships and collaborative working
arrangements.

The Auditor General will seek and take account of
the views of people who represent the interests of
protected groups'® in deciding what examinations
and studies to undertake. In deciding the coverage
of any examinations and studies that are relevant
to the General Equality Duty, and in devising
fieldwork for such projects, auditors must seek

the views of people that represent the interests

of protected groups, so as to take account of the
needs of those groups.

Certification of claims and returns

50

If required to do so by a relevant body?, the
Auditor General must make arrangements for
certifying:

a claims or returns for grants, subsidies or
contract payments received from governments
and public authorities;

Code of Audit Practice and Statement of Practice of the Auditor General for Wales 15



51

52

16

b returns for non-domestic rating contributions;
and

¢ any other return which legislation requires the
Auditor General to make arrangements for
(a current example being that for teachers’
pension contributions).

Auditors must design certification work within
the requirements of statute and to provide a
proportionate degree of assurance that grant
claims and returns are fairly stated and in
accordance with specified terms and conditions.
The Auditor General will encourage grant-
paying bodies to agree appropriate certification
arrangements before they make certification a
condition of a grant or return.

Depending on the circumstances, certification
may not be the most effective means of providing
assurance. Auditors must inform grant-paying
bodies that certification should only be required
where there is a clear justification for it*', rather
than as a matter of course. The Auditor General
will provide advice to grant-paying bodies seeking
certification on the most effective means of
obtaining assurance.

53

54

55

Where grant-paying bodies have decided to
require certification, auditors will decide the most
appropriate way of meeting their obligations,
having considered:

a the particular circumstances of a scheme and
the sums involved;

b the level of assurance sought and potential
alternative sources of assurance available;

¢ the robustness of the criteria to be applied; and
d the nature or extent of the work required.

In undertaking certification work, auditors must
follow the requirements of the Certification
Instruction agreed between the Auditor General
and the grant-paying body. Wherever practicable,
auditors must integrate their certification activities
with their audit of accounts and value for money
examination and study work.

Auditors must also consider whether any of

the information reviewed when undertaking
certification work indicates significant failures to
perform the General Equality Duty on the part of
public service bodies, and will provide feedback on
this on an exception basis.

Exercising audit functions of the
Comptroller and Auditor General

56

57

21 Key factors that will be considered when determining whether there is justification for certification will include the overall value and terms and conditions of the
scheme, the level and types of risks associated with the project activity and the likely costs of the auditors’ work.
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The Secretary of State may provide for audit
functions of the UK Comptroller and Auditor
General to be transferred to, or become a function
also of, the Auditor General for Wales.

When exercising such audit functions, auditors
must carry out their work in accordance with the
principles of being public focused, independent,
proportionate, accountable and sustainable.
Auditors will use the approach prescribed in the
General Code for planning, carrying out, reporting
and following up on their work.



Schedule 1: Certain other functions

60 The Committee may seek the Auditor General’s 63
advice or assistance on the adequacy of

Other committees of the National Assembly
may also seek the Auditor General’s advice

Providing advice and assistance to the
Public Accounts Committee and other

committees of the National Assembly

the Welsh Government'’s response to its
recommendations. In providing such advice
or assistance, auditors must ensure that the

or assistance on the adequacy of the Welsh
Government’s response to the Auditor General’s

58 The National Assembly’s Public Accounts or their own recommendations. Again, in providing
Committee (the Committee) considers reports Auditor General’s independence and integrity such advice or assistance, auditors must ensure
prepared by the Auditor General on the accounts will not be compromised, or be perceived to be that the Auditor General’s independence and
of the Welsh Government and other public bodies compromised. integrity will not be compromised, or be perceived
and on the economy, efficiency and effectiveness . . to be compromised.

. . . 61 Where Committee reports include
with which resources are employed in the . . : . . . . ] )
discharge of public functions. The Committee may re_commendat|ons for aud!ted bodies, aud|t.ors will - Exercising supervisory functions of
then issue its own reports on matters raised in bring those.recommendatlor?s to the attention of Welsh Ministers
reports prepared by the Auditor General, and lay _relevant officers and nc_)n-oﬁlce_rs, for example,
those reports before the National Assem,bly”. in updates to local audit committees or their 64 The Welsh Ministers may, with the consent of the
equivalent. Auditor General and after consulting the Wales
' i i Audit Office, provide for any of their superviso
59 The recommendations set out in Committee 62 Where the Committee decides not to issue its own P y g v

reports may be directed at any part of the public
sector. However, the remit of the Committee does
not include holding local government bodies to
account. By convention, the Welsh Government
is required to respond formally to the Committee’s
reports, to say whether or not it accepts the
recommendations and, if accepted, how the
recommendations will be implemented. The Welsh
Government’s response will include responses to
Committee recommendations directed at itself,
Welsh Government Sponsored Bodies and NHS
bodies.

report on matters raised in a report prepared by
the Auditor General, it may still invite the Welsh
Government to respond to the recommendations
set out in the Auditor General’s report. In these
circumstances, auditors will independently advise
the Committee on the adequacy of the Welsh
Government’s response to the Auditor General’s
recommendations.

22 For further information please see the Standing Orders of the National Assembly for Wales.
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functions of public bodies to be exercised on their
behalf by, or transferred to, the Auditor General.
Supervisory functions are functions of examining,
inspecting, reviewing or studying financial or other
management arrangements or the ways in which
public bodies discharge their functions.

When exercising such supervisory functions,
auditors will carry out their work in accordance
with the principles of being public focused,
independent, proportionate, accountable and
sustainable. Auditors will use the approach
prescribed in the General Code for planning,
carrying out, reporting and following up on their
work.
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66

Statute provides that, if directed to do so by the
Welsh Ministers, the Auditor General will prepare
a report on the exercise of any transferred
supervisory function, and will lay the report before
the National Assembly. Again such reporting will
be done in accordance with the General Code.

Providing advice and assistance to
registered social landlords

67

68

The Auditor General may?, if he or she thinks it
appropriate, provide advice or assistance to a
registered social landlord in Wales for the purpose
of the exercise by the registered social landlord of
its functions.

In considering whether it is appropriate to provide
such advice or assistance and, if applicable, in
providing such advice or assistance, the Auditor
General will have particular regard for the need to
protect audit independence. The Auditor General
will also have regard to the desirability of making
good use of public resources, including audit
expertise.

23 Under section145D of the Government of Wales Act 1998.

Disclosing information obtained in

the course of a study in respect of a
registered social landlord to the Welsh
Ministers

69

70

The Auditor General may® disclose to the Welsh
Ministers information obtained by auditors in the
course of a study in respect of a registered social
landlord. In order to help the Welsh Ministers

be efficient and effective regulators, auditors
must consider the relevance of information that
they obtain in the course of studies in respect of
registered social landlords to the Welsh Ministers’
regulatory functions.

Where auditors identify relevant information,
they must share it with the Wales Audit Office’s
Information Officer for onward transmission to the
relevant Welsh Government officials, subject to
data protection and human rights considerations.
Auditors must keep records of such information
sharing. Except where it would be prejudicial or
likely to be prejudicial to the Welsh Ministers’
regulatory functions, auditors should also inform
the relevant registered social landlords of the
information to be shared, checking its accuracy
with them insofar as is reasonably practical.

Referring matters related to social security
to the Secretary of State

71

72

The Auditor General may® refer to the Secretary
of State any matter arising from a local
government audit or study if it appears that the
matter may be relevant for the purposes of any of
the Secretary of State’s social security functions.
Auditors undertaking local government work must
consider the relevance of information that they
obtain in the course of that work to the Secretary
of State’s social security functions.

Where auditors identify relevant information,

they must share it with the Wales Audit Office’s
Information Officer for onward transmission to

the relevant UK Government officials, subject to
data protection and human rights considerations.
Auditors must keep records of such information
sharing. Except where it would be prejudicial or
likely to be prejudicial to the Secretary of State’s
functions, auditors should also inform the relevant
local government bodies of the information to be
shared, checking its accuracy with them insofar as
is reasonably practical.

24 Under section 145C(8) of the Government of Wales Act 1998; this provision reflects the fact that the Welsh Ministers are the regulators of registered social
landlords.

25 Under section 51 of the Public Audit (Wales) Act 2004; this provision helps the Auditor General’'s work to be used for the benefit of social security functions.
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Participating with ‘observer status’ on
external working groups

73 The Auditor General is often asked to provide

Directing the publication of local
government performance information

75 The Auditor General may give direction to

74

representatives to sit on and add value to
external working groups by providing a unique
and impartial perspective on how well public
services are being delivered and how they could
be improved. Auditors representing the Auditor
General on working groups will act only as
observers. They will not be a member of the group
itself but will seek to assist in deliberations as far
as they are able to do so by drawing attention

to related audit findings, recommendations

and examples of good practice. In particular,
they will not be party to the determination or
implementation of policy arising from the group’s
activities.

Auditors must ensure that their participation as
observers on working groups does not fetter the
Auditor General in any way in the conduct of the
Auditor General’s various audit functions.

local government bodies to publish information
which will facilitate making value for money and
performance comparisons.

In giving such a direction, the Auditor General will:

a identify the type(s) of local government body to
which the direction applies;

b identify the financial year(s) in relation to which
the information is to be published;

¢ specify or describe the activities to which the
information is to relate and the form in which it
is to be published;

d send a copy of the direction to every local
government body on which duties to publish
performance information are imposed, no later
than 31 December in the financial year which
precedes the financial year in relation to which
the information is to be published; and

77

e publish the direction in a manner appropriate
for bringing it to the attention of members of the
public and their representatives.

Before giving such a direction, the Auditor
General will consult relevant associations of
local government bodies and any other persons
he or she sees fit. The Auditor General will also
have regard to the need to make good use of
public resources, including audit expertise, and
the importance of public focus, particularly with
a view to the engagement of the public in the
management of public resources.

Data matching

78

79

The Auditor General may conduct data matching
exercises for the purposes of preventing and
detecting fraud.

In order to support Welsh public bodies in their
fight against fraud, the Auditor General runs a
data matching exercise known as the National
Fraud Initiative (NFI) in Wales on a biennial basis.
The NFI matches data across organisations and
systems to help public bodies identify potentially
fraudulent or erroneous claims and transactions.
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80 The NFIin Wales is run in collaboration with NFI
exercises in England, Scotland and Northern
Ireland to enable data to be matched across
national boundaries. To ensure consistency of
approach and to minimise duplication of effort,
the Auditor General will continue to co-operate
with other national audit agencies, including on
joint development of new data matching modules,
sharing data processing arrangements and
sharing resources such as staff and technical
guidance.

81 All participants in data matching exercises such as
the NFI, carried out by, or on behalf of the Auditor
General, will undertake their work in accordance
with The Code of Data Matching Practice of the
Auditor General for Wales.
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Schedule 2: The audit of small bodies

82

83

84

In addition to the General Code and in accordance
with the principles of being public focused,
independent, proportionate, accountable and
sustainable, the following will apply instead of

the Specific Code when specified by the Auditor
General.

Auditors of small bodies®® will undertake an
examination of the annual accounts and additional
information and explanation provided by the

body in order to enable the Auditor General to be
satisfied that:

a the accounts are prepared in accordance with
legislative requirements;

b proper practices have been observed in the
compilation of the accounts; and

¢ the body has made proper arrangements for
securing economy, efficiency and effectiveness
in its use of resources.

Auditors will meet their responsibilities?’, in
accordance with guidance issued by the Auditor
General, by:

a reviewing compliance with the legislative
requirements for the preparation of the annual
accounts;

b carrying out a high-level analytical review of
financial and other information provided to the
auditor; and

¢ reviewing such additional information
and explanation as is necessary to
provide sufficient evidence that the body
has maintained effective governance
arrangements, an adequate system of internal
control and internal audit, and has made proper
arrangements for securing economy, efficiency
and effectiveness in its use of resources,
throughout the financial year.

85 Where, on the basis of the auditor’s review, the

86

auditor requires further evidence in relation to
any relevant matter, additional testing must be
undertaken to address the auditor’s concerns.

When the auditor has completed an examination
of the annual accounts and additional information
and explanation provided, the auditor gives

an opinion on the accounts and certifies the
completion of the audit. On the basis of their
review, auditors provide assurance that no matters
have come to their attention giving cause for
concern that:

26 Bodies with either annual income or annual expenditure below a financial limit determined by the Auditor General.

27 In the case of local government bodies, auditors must ensure that they meet the duties of section 17 of the Public Audit (Wales) Act 2004.

87

a the accounts and other information provided
do not properly present or present fairly the
financial affairs of the body;

b the accounts and other information provided
are not in accordance with the specified
requirements; and

¢ relevant legislative and regulatory requirements
have not been met.

The auditor may also issue further outputs in
accordance with relevant legislation and guidance.
Though not exhaustive, this may include reports
made in the public interest, statements of reasons
following objections raised by local authority
electors, responses to correspondence, and
feedback on an exception basis where any of the
information reviewed indicates that the audited
body has not made proper arrangements for
securing economy, efficiency and effectiveness in
its use of resources, or significant failures by the
audited body in performing the General Equality
Duty.
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Annex: The application of this Code and its scope in terms of functions

88 The following flowchart summarises how this
Code must be applied to audit and certain other . . . .
functions of the Auditor General. Audit functions Certain other functions
Principles of audit Schedule 1

General Code

Specific Code

Schedule 2

(if applicable)
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89 The provisions of this Code apply to the following
functions on a statutory basis:

a Examining any accounts or statements of

accounts that fall to be examined by the Auditor
General in accordance with provision made by,
or by virtue of, an enactment.

Carrying out, undertaking or promoting

value for money studies or examinations in
accordance with provision made by or by virtue
of an enactment.

Those functions contained in, or transferred
to the Auditor General under, the following
provisions of the Government of Wales Act
1998:

i Section 145A(2) (undertaking or promoting
other studies relating to the provision of
services by certain bodies);

i Section 145C(8) (disclosing information
obtained in the course of a study in respect
of a registered social landlord to the Welsh
Ministers);

iii Section 145D (providing advice and
assistance to a registered social landlord);

iv Section 146 (transfer of functions of the
Comptroller and Auditor General in respect
of certain bodies to the Auditor General);
and

v Section 146A (transfer etc to the Auditor
General of supervisory functions of Welsh
Ministers in respect of certain bodies).

Those functions contained in the following
provisions of the Public Audit (Wales) Act 2004:

i Part 2 (audit of local government bodies in
Wales);

i Section 45 (conducting, or assisting the
Secretary of State in conducting, benefit
administration studies); and

iii Section 51 (referring matters related to
social security to the Secretary of State).

Those functions contained in the following
povisions of Schedule 8 to the Government of
Wales Act 2006:

i Paragraph 17 (access to documents); and

ii Paragraph 20 (certification of claims, returns
etc. at the request of a body).

Code of Audit Practice and Statement of Practice of the Auditor General for Wales
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This Statement describes how auditors must exercise the Auditor General
for Wales’ local government improvement audit, assessment and special

inspection functions

90 Under the Local Government (Wales) Measure
2009 (the Measure), the Auditor General for
Wales must prepare a statement of practice that
describes the way in which he or she intends
to exercise improvement audit and assessment
functions. Those functions are:

a undertaking improvement information
and planning audits, to review whether
improvement authorities®® have discharged
their duties for publishing improvement
planning and performance information;

b carrying out improvement assessments, to
determine whether improvement authorities
are likely to comply with legal requirements
to make arrangements to secure continuous
improvement in the exercise of their functions;
and

¢ co-ordinating and reporting on improvement
audit and assessment work.

28 County and county borough councils, national park authorities and fire and rescue authorities in Wales are collectively defined as ‘improvement authorities’ in the

Measure.

91

92

This Statement of Practice (this Statement) fulfils
that purpose and has been prepared in a way that
accords with the principles set out in the Measure
- namely that the Auditor General will exercise

the Auditor General’s improvement audit and
assessment functions:

a consistently between different improvement
authorities;

b proportionately so as not to impose an
unreasonable burden on improvement
authorities; and

¢ with a view to assisting improvement
authorities to comply with their duties in relation
to securing continuous improvement.

In certain circumstances, the Auditor General
may decide, or be requested by Welsh Ministers,
to carry out special inspections of improvement
authorities’ compliance with their duties in relation
to securing continuous improvement. The Auditor
General has voluntarily expanded this Statement
so that it also applies to the Auditor General’s
special inspection work.

93

94

29 The Auditor General must prepare a scheme to wholly or partly delegate any of the Auditor General’s functions to an employee of the Wales Audit Office or a

person who provides services to the Wales Audit Office.

The functions to which this Statement relates
may be carried out by the Auditor General or may
be delegated to others?. Consequently, in this
Statement the terms ‘auditor’ and ‘auditors’ apply
collectively to:

a the Auditor General;
b employees of the Wales Audit Office; and

¢ any person who provides services to the Wales
Audit Office.

The Auditor General will issue supplementary
guidance on the application of this Statement,
including arrangements for how compliance with
this Statement will be assessed.
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Auditors must carry out local government improvement audit, assessment
and special inspection work in accordance with the principles and general
approach prescribed in the Auditor General’s Code of Audit Practice

95 As part of a co-ordinated approach to audit work terms of the proper exercise of their functions are
and to accord with the principles set out in the accommodated, and that unreasonable burden is
Measure, when exercising local government not placed on improvement authorities. Auditors
improvement audit, assessment and special must subsequently take all reasonable steps to
inspection functions, auditors must: adhere to such timetables. This timetabling will

not, in any way, constrain or fetter the Auditor
a carry out their work in accordance with the General or other external review bodies in
principles of being public focused, independent, reaching their conclusions and reporting on their
proportionate, accountable and sustainable, as findings.
laid out in the Auditor General’'s Code of Audit
Practice (see Part 1); and 97 Each year when carrying out improvement
assessments, auditors will assess whether
b use the approach prescribed in the General improvement authorities have given due regard to
Code section of the Code of Audit Practice for sustainability and other aspects of improvement™,
planning, carrying out, reporting and following and have taken the General Equality Duty
up on their work. into account in their arrangements to secure

96 For each financial year, the Auditor General continuous improvement.
is required to produce a timetable for each 98 If the Auditor General thinks it appropriate in
improvement authority setting out the dates the light of an improvement audit, assessment
and times during WhiCh, in his or her Opinion, or Speciai inspection’ he or she may make
the Auditor General and other relevant external recommendations to the Welsh Ministers to
reVieW bOdieS Sh0u|d Undertake their functions (|n provide assistance to an improvement authority
relation to the authority). Before producing such or to give it a direction. Auditors will clearly outline
timetableS, auditors will consult with the relevant the rationale for making such recommendationS,
external review bodies. When prOdUCing such based on improvement audit, assessment or
timetables, auditors will seek to ensure that the inspection findings.
needs of the relevant external review bodies in
30 As laid out in section 4 of the Local Government (Wales) Measure 2009
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