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Benefits and Challenges

What is timely financial reporting?

Timely financial reporting is not about just doing the same things as before, but more quickly. Rather, it is
about reviewing the body's overall accounting and reporting arrangements and identifying new ways of
working to meet earlier reporting deadlines. This recognises that producing year-end accounts should be
the final stage of the whole year accounts process.

Timely financial reporting is important for staff who use financial information. These users need information
that is timely and informative because they use this information to make decisions about, or on behalf of,
the public body.

The UK Government is setting tighter deadlines for public bodies to publish their accounts. Timely
production of accounts will become even more important when Whole of Government Accounts are
prepared. This process depends crucially on public bodies being able to submit prompt and accurate
returns to the Welsh Government. Timely financial reporting helps you to do this.

What are the benefits of timely financial reporting?

Timely financial reporting creates benefits during the financial year and also when the accounts are
prepared. It allows you to focus on current issues and develop future plans. It does this by improving
financial systems and improving the quality of financial information.

Informing stakeholders

A public body's actions affect many people, groups and organisations. These are the body's stakeholders.
Stakeholders may be internal (e.qg. staff) or external (e.g. contractors and the public). Stakeholders use
financial information to decide how they will interact with the public body. Timely financial reporting makes
the information you provide to stakeholders more relevant.

Improved financial management

Timely financial reporting helps you to examine and correct any weaknesses in your financial systems.
Publishing accounts with a clear audit opinion is an indicator of good financial management. Improved
financial management allows you to focus on current financial matters and develop future plans.

Better resource management

The systems and processes which you develop for timely financial reporting will improve your in-year
financial management information e.g. through automating your processes. This allows you to make
decisions based on up-to-date information and leads to improvements in the use of resources. Timely
financial reporting requires a more balanced work programme with greater emphasis on in-year financial
management. This means demands placed on finance staff may be less subject to seasonal fluctuations.
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Timely production of accounts

Producing financial statements with a clean audit report provides everyone with assurance of good financial
governance. This enhances a public body's ability to plan for the future and supports budget setting
arrangements. The timely production of accounts becomes is critical in achieving demanding reporting
deadlines.

What are the challenges of timely financial reporting?

Corporate support and involvement

Commitment and involvement at all levels of the public body is key to the success or failure of timely
financial reporting. You will need all departments to support improvement in financial practices and
processes. You will also need to engage with all staff to identify where improvements can be made and
where working practices can be changed.

Systems and policies

Your existing systems and policies may not support timely financial reporting. Cash-based accounting
systems involve a lengthy manual exercise before you can prepare the accounts. In many cases, your
systems may not be integrated and will require complex reconciliations at the year end. Maximising your IT
capacity and capability is critical.

Project management

The size and complexity of organisations means that you must manage your timely financial reporting
project effectively. You will need a project plan to identify outputs, potential problems and when these may
occur. This may involve planning for staff workloads, recruitment and training.

Communication with auditors

Poor communication with your auditor can prevent the timely identification and resolution of problems.
Public bodies need to work in partnership with their external auditor throughout the financial year and not
just at the end of the year.
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Self-assessment tool for external auditors

Self-assessment tool for external auditors

There are four key elements that public bodies need to consider to achieve timely financial reporting:
1. Changing culture;
2. Planning;
3. Working during the year; and
4. Closing the accounts.

ing Culture

Issue Good practice Fully Action required

achieved

Auditors should review their overall audit approach to make sure it meets the needs
Has the auditor considered  of faster closing. An audit approach that focuses much of the audit work on the year-

if the audit fits end will not fit in with the shorter, regular timetables that drive faster closing.
with faster closing of In the private sector, auditors developed i to help them the audit
accounts? at the same time that the accounts are being finalised.

Interim accounts give a more rounded view of the audited body's position than just
comparing spend against the budget. An effective audit approach would be to use
this information to plan the audit, focusing on key risks and to give assurance on in-
year transactions.

By reviewing progress of all the audits during the year, auditors can identify new

Does the auditor manage issues and slippage in the timetable. In some cases, these issues may extend across
the audit portfolio a number of bodies.
throughout the year?

Where this review identifies problems, auditors can take action to resolve issues at an
early stage. This can help to reduce the impact of problems or disagreement with
audited bodies. Action taken may include moving resources to audit sites or giving
advice to audit teams on dealing with emerging issues,



Self-assessment tool for public sector organisations

Self-assessment tool for public sector organisations

There are four key elements that public bodies need to consider to achieve timely financial reporting:
1. Changing culture;
2. Planning;
3. Working during the year; and
4. Closing the accounts.

1, LC! ng Culture

Issue Good practice Fully Action required

achieved

Does the body have a A public body benefits from faster closing when it has a clear financial reporting
clearly defined financial structure in place. The overall objective of the reporting structure is to provide the
reporting structure? body and its departments with a basis on which to plan and manage. Departments

are then able to show how they're spending against budget. It is also a way of
providing performance information to members.

Do members f"d 5‘«‘"}0" . To achieve faster closing there must be a top-level commitment to meeting the
é S their bjective. To do this all parts of the body must understand the part they play within
role in the financial the financial reporting structure,

i 2
reitog Siot The key parties involved are:

« the council / members / board;

e the audit committee;

» the Chief Executive and the senior management team; and

» the Director of Finance / A ing Officer / R ible Financial Officer.
The body should clearly set out the financial reporting structure. This should include
each party’s responsibilities and how they relate to each other.





Self-assessment tool for external auditors

There are four key elements that public bodies need to consider to achieve timely financial reporting:

1. Changing culture;
Planning;

2
3. Working during the year; and
4

Closing the accounts.

1. Changing Culture

Issue

Has the auditor considered
if the audit methodology fits
with faster closing of
accounts?

Does the auditor manage
the audit portfolio
throughout the year?

Good practice

Auditors should review their overall audit approach to make sure it meets the needs
of faster closing. An audit approach that focuses much of the audit work on the year-
end accounts will not fit in with the shorter, regular timetables that drive faster closing.
In the private sector, auditors developed techniques to help them conclude the audit
at the same time that the accounts are being finalised.

Interim accounts give a more rounded view of the audited body’s position than just
comparing spend against the budget. An effective audit approach would be to use
this information to plan the audit, focusing on key risks and to give assurance on in-
year transactions.

By reviewing progress of all the audits during the year, auditors can identify new
issues and slippage in the timetable. In some cases, these issues may extend across
a number of bodies.

Where this review identifies problems, auditors can take action to resolve issues at an
early stage. This can help to reduce the impact of problems or disagreement with
audited bodies. Action taken may include moving resources to audit sites or giving
advice to audit teams on dealing with emerging issues.

Fully

achieved
(yes/no)






Has the auditor
communicated internally, its
commitment to faster
closing?

Has the auditor
communicated its
commitment to faster
closing to audited bodies?

2. Planning

Faster closing workshops can be used to brief audit teams on what is expected of
them. Workshops also give an opportunity to find out what others will be contributing
and the assistance that might be available to them. They can also help to identify and
solve problems. For example, a sensible deadline may convince those attending that
faster closing can be achieved.

Another method is to issue briefing papers. The format can go some way towards
making the process clear, particularly to junior members of staff. The contents should
be clear as to what is required, by whom and by when.

Auditors show their commitment to faster closing to the audited body through their
audit approach and by sharing good practice.

They must show that their audit approach will make use of developments made by
the audited body. Public bodies’ arrangements can improve when they can learn
lessons from other bodies’ experience. Auditors can facilitate this by sharing good
practice.

Auditors can communicate the new approach and share good practice through
workshops, briefing papers and the engagement and annual audit letters.

Issue

Has the Auditor
incorporated faster closing
in the overall plan for audit
delivery across the
portfolio?

Good practice

In many cases, auditors have a portfolio of audits that will need to be managed as a
whole to meet the separate audit deadlines. Auditors’ plans for closing audits faster
will need to take a view of all their audit work and commitments. These will need to be
integrated in a single plan to ensure success.

Issues arising at one audit may also occur at other audits. Difficulties experienced at
one audit may also have a knock on effect on resource allocations at other audits.

Monitoring the audit portfolio as a whole will provide a global view of issues arising
and identify areas where additional resources may need to be committed to keep the
overall programme on track.

Fully

achieved
(yes/no)

Action required





Has the Auditor considered
the resource requirements
of its plan?

Has the auditor reviewed
their procedures and tools?

Auditors will need to plan the audit with faster closing in mind. These plans will
change the nature and timing of the work undertaken and the staff resources.

This means that auditors need to identify and agree the work they can complete
during the year with the public body. It also means the auditors and their firm should
identify and agree the resources required to carry out this work and when the
resources will be available.

New audit skills, tools and techniques used for faster closing means that audit staff
must receive adequate and timely training and support. Audit teams will also need
guidance on emerging issues and the use of new techniques and tools. This
guidance will need to be provided earlier in the audit cycle. Auditors will need to
consider any additional resource required to achieve this.

Public bodies value continuity of audit staff. Faster closing requires auditors to have a
full understanding of the public body’s internal structures and systems. It can be
frustrating and time-consuming for finance staff to have to explain the whole closing
process afresh to a completely new team of auditors. Audits can be more efficient if
the same core team are present throughout the audit and familiar with the public
body’s systems.

Faster closing may require changes to the audit approach. It will mean more work
being completed before the year end. Auditors may also need new or updated audit
tools to support these changes.

Particular areas where auditors may re-focus their work to obtain sufficient audit
assurance might include:

e Greater use of in-year analytical procedures. They are used to identify
unusual patterns in the accounts that may affect their accuracy and
completeness. Predictive analytical procedures can also help to prove the
completeness and accuracy of the year end results.

¢ Robust testing of key financial systems, which can provide assurance that
their output is complete and accurate.

¢ Review of internal audit work. In some cases, the public body’s own Internal
Audit team may have undertaken detailed work that the auditor may find
useful in providing assurance for the external audit.

e Other work completed by the external auditor. During the course of the year,
the external auditor may undertake work, e.g. certifying grant claims, to meet
their other responsibilities. Auditors should consider how this work provides
assurance for the accounts audit.

e Work completed during the year by the public body, for example valuations
and approval of key accounting policies.





Has the auditor reviewed
the successes and
problems from previous
years?

Has the auditor ensured
that its audit plan for the
public body will fit well with
the audited body’s closure
plan?

Is the detailed audit plan
and timetable reported to
the audit committee?

Cumulative Audit Knowledge and Experience (CAKE) of the public body should
always be considered when designing the audit approach.

In order to develop an audit plan that meets the needs of the body, auditors should
consider what happened during the previous year’s audit. In addition to reviewing
past events, the auditor needs to consider if there are any factors that have arisen or
changed in the year that means a new approach is needed.

Previous years’ experiences that may be considered include:

* Were there any areas of good practice identified that could be applied more
widely at this or another audited body?
e Were there any matters arising that slowed progress and how could these be
identified and dealt with earlier?
e Were there any areas where the plan was over ambitious and the timetable
unrealistic?
Changes to the accounts environment that may be considered include:

¢ Have there been any changes to external reporting deadlines?
e Have there been any changes to financial systems during the year?
¢ Has the audited body made progress in moving towards faster closing?

To achieve faster closing both the public body and the auditor need to work together.
To do this both parties need to be aware of each other’s plans. One way of doing this
is for the auditor to attend workshops and internal briefings held by the public body.
Any problems that may cause delays in the closing and audit process can be
discussed at an early stage. Audit work can be co-ordinated with the audited body’s
closedown tasks and procedures to prevent any surprises.

Once the detailed audit plan is prepared, the auditor needs to agree the plan with the
audited body. The audit committee is responsible for considering issues related to the
audit. It will have an overview of the preparations made by the audited body.

Reporting the audit plan to the audit committee helps to secure the body’s
commitment to supporting the audit approach.





3. Working during the year

Issue

Does the auditor co-
ordinate work with the
public body’s management
accounts process?

Does the auditor make use
of analytical procedures to
provide assurance for the
year-end accounts?

Does the auditor examine
balance sheets and non-
cash items during the year?

Good practice

Public bodies use management accounts to help record, plan and control activities
and to assist in the decision-making process. Typically, these are prepared on a
monthly basis. They contain a rich source of information on the public body’s
finances.

Auditors can use the management accounts to identify areas where audit work can
be brought forward from the year-end. These accounts also help auditors to build a
picture of the body’s finances throughout the year.

Analytical procedures carried out during the year will help to prove the accuracy and
completeness of financial data used to prepare the year-end accounts. They are also
used to identify unusual patterns in the accounts.

Procedures include:

simple comparisons comparing budget to actual for the current year;
trend analysis, comparing one year with other years;

ratio analysis, comparing one account item to another; and

predictive analysis, forecasts information to compare with actual data.

Comparing transactions to date against budget or other expectations can identify
problem areas as they emerge. The auditor can reallocate resources if needed and
the public body to take corrective action promptly.

Predictive techniques can provide assurance where there are a series of variable
factors and transactions are not directly comparable with prior periods. The work can
be done before the year-end.

Balance sheets provide a complete picture of the financial position by showing the full
effects of revenue and capital expenditure; they are not only time-consuming year-
end processes. Non-cash transactions can also be reviewed before the year-end.
They include depreciation, overhead allocations and other internal recharges.

Where a public body processes and reports these balance sheet and non-cash
transactions during the year, auditors have the opportunity to complete audit work
during the year. Such work can identify issues that may hold up the financial
statements at the end of the year. Auditors will need to judge how effective testing
these items during the year will be.

Fully

achieved
(yes/no)






When doing in-year work,
has the auditor considered
how this gives assurance
for the audit of the
accounts?

On completing the in-year
work, does the auditor
prepare a summary of the
work done and audit
assurance obtained and
carry this forward for the
accounts audit?

Are obstacles and problems
identified and resolved?

All work the auditor completes during the year or on receipt of the accounts should
support the auditor’s opinion and other responsibilities. As part of their normal audit
planning, auditors should consider the key risks for the audit. These are risks that
could lead to a material error or misstatement in the accounts. Once identified, the
auditor should consider how to address these risks.

The audit plan should therefore identify what work is to be done during the year and
the audit assurance that each piece of work will provide.

In year testing, if planned and completed effectively, can provide the auditor with
significant levels of assurance for the year end audit.

Auditors will review the results of audit tests, conclude if these results provide the
planned level of assurance and consider if any further work is required at the final
audit. Auditors should document this assessment. If further work is needed before the
final audit, auditors should consider what audit assurance this work will provide. A
further review of this additional work should be completed for the final audit. The
auditor will also need to identify any potential problems that may arise at the final
audit.

Auditors should regularly review progress made against the detailed audit plan.
Developments might include:

e achievability of targets and deadlines;

e anticipated resources not being available either in the audited body or the
auditor; and

o failure to co-operate on the part of the audited body.

The auditor should assess the impact of the development on other tasks or deadlines.
The auditor can look at the options to bring the audit process back on track. This
might include determining if:

J there is compensating slack in any of the other targets and deadlines;
. there are alternative resources that can be deployed; and
. there are alternative ways of getting the assurance that the affected audit

procedure has failed to provide.

The auditor should then pick the most effective option, remodel the audit plan with
new realistic targets and communicate the changes to all those involved in the
process including the supervising officer at the audited body.





Does the auditor coordinate
with audited body on
progress towards faster
closing?

To achieve earlier publication deadlines, the audit timetable must also be brought
forward. The audit approach is based on the expectation that the client will prepare
good quality draft accounts to the agreed timetable.

Public bodies will need to discuss with the auditor what information is needed to allow
in-year testing to be done and when — and ensure it makes this available.

Progress meetings can be held to identify outstanding issues and how these will be
resolved. The public body needs to inform the audit team of any delays in closing the
accounts because these have a knock on effect on the audit timetable. The auditor
will need to inform the audited body of delays to planned audit work.

Technical issues can be resolved at an early stage rather than dealing with them at
the year-end. The impact of changes in accounting guidance can be discussed and
agreed to ensure that the accounts comply with these requirements.

4. Closing the accounts

o

Have working paper /
documentation
requirements been agreed
with other departments and
with the external auditors?

Good working papers are critical to the closedown process. A clear record of the
source of the original information and the treatments applied to it will allow finance
staff and external auditors to confidently use the working paper at a later date. Proper
documentation is also easier for the auditor to review with confidence. Working
papers should also contain enough information to allow another person to carry out
the same work next year with the minimum of uncertainty.

Standardising the format and organisation of working papers will improve the
efficiency and quality of the financial statements. Standardisation helps the allocation
of work, while at the same time providing a means to control its quality.

At a minimum, working papers should have the following features:

a title that properly describes the working paper and date of creation;

a brief statement of the purpose of the working paper;

clear links to the specific balances or notes to the financial statements;
alterations are clearly identified, dated and explained;

identification and dates of sign-offs, including the timing; and

e clear cross-reference to information sources, such as supporting documents,
with enough detail for the sources to be found with minimal effort.

The security of working papers is very important. Some of the information used to
prepare the accounts may be confidential and needs to be protected. Delays can also
occur if working papers go missing. Closedown instructions should state how working

Fully

achieved
(yes/no)

Action required





paper files will be kept secure and for backing up electronic documents. Individual
officers should be responsible for the custody of key documents and be required to
keep a record when those documents are borrowed.





Have arrangements been
established and agreed to
use estimates instead of
actual (where appropriate)?

Have routine processes
been reviewed to ensure
they meet the faster closing
timetable?

The main purpose of the accounts is to “present fairly” the financial position and
transactions of the public body. Due to their nature, the financial effect of some
activities must be estimated. The risk of material error may be greater when using
accounting estimates.

To develop good accounting estimates, the public body must:

e identify any financial reporting requirements which can help to recognise,
measure and disclose the item;

e use appropriate accounting policies and estimation processes;

o develop sound assumptions about future conditions, transactions or events
that affect the estimates;

e collect sufficient, relevant and reliable data for accounting estimates; and
e periodically review the circumstances that give rise to the estimates.

The public body should check the quality of data received before it is used to
determine estimates. Comparing estimates to actual figures when these are available
confirms that the continued use of these estimates is still valid. Where the public body
uses estimates, the supervising officer must prepare guidance for staff on the
standard required.

Areas where estimates can be used include:
e non-cash items, based on professional assessment of value;

e transactions taking place around the year-end that need to be linked to a
particular financial year, e.g. income/debtors; and

e support services and overheads that need to be allocated to services.

The first step is to examine current processes and document who does what and
when during the year and at year-end. By mapping key processes, a clear picture of
work steps and related controls emerges. This makes it easier to streamline work
activities, strengthen controls and prevent errors. On-going reviews of individual
processes can also help to ensure that the close process remains efficient.

Increasingly, public bodies use technology to streamline certain tasks. For example:

e by mapping each ledger account to the relevant financial statement balance
or note, public bodies no longer need to produce their statements manually.
Draft accounts can be produced with a “click of a mouse”;

e the use of online bank reconciliations and electronic purchasing, payment
and remittance systems increase the speed of year-end processing; and

e automating the processing of recurring journals improves the efficiency of
processing and minimises error.

Manual accruals are generally subject to a de-minimis level chosen to reflect the





Do deadlines reflect
scheduled board meetings?

Does the timetable
incorporate external
deadlines?

circumstances of the body. This can be determined by doing an exercise using actual
data from previous years. Where such limits are set they can significantly reduce the
time taken to process all year-end accruals.

The closing plan should include provision for the Board to review and approve the
accounts. Even where organisations are able to close their accounts reasonably
quickly, a number of them then take a long time actually to produce the accounts in
their published form.

Several parties will be involved in this process; the Chief Financial Officer, Audit
committee, the Board or council and the body’s printers. As part of the sign-off
process, it is essential the Chief Financial Officer should conduct a final, overall
review of the accounts. The closure plan will need to allow time for this review.

Where the accounts go to the audit committee for review and the Board for formal
adoption, the meeting dates need to be incorporated into the accounts closure plan.
There have been numerous examples across the public sector in England and Wales
where accounts closure deadlines have been missed due to the failure to establish
timely audit committee and Board dates or where key accounting officers take annual
leave at these critical dates.

Appropriate arrangements should be made with the printer regarding proof-reading
and processing of amendments in order to speed final publication.

A key driver for faster closing will be the deadlines imposed by external requirements
e.g. whole of government accounts and other regulations. The closure plan should
clearly identify the key dates to be met and arrange completion and approval of the
accounts around these dates.






Self-assessment tool for public sector organisations

There are four key elements that public bodies need to consider to achieve timely financial reporting:

1. Changing culture;
Planning;

2
3. Working during the year; and
4

Closing the accounts.

1. Changing Culture

Issue

Does the body have a
clearly defined financial
reporting structure?

Do members and senior
managers understand their
role in the financial
reporting structure?

Good practice

A public body benefits from faster closing when it has a clear financial reporting
structure in place. The overall objective of the reporting structure is to provide the
body and its departments with a basis on which to plan and manage. Departments
are then able to show how they’re spending against budget. It is also a way of
providing performance information to members.

To achieve faster closing there must be a top-level commitment to meeting the
objective. To do this all parts of the body must understand the part they play within
the financial reporting structure.

The key parties involved are:

the council / members / board;

the audit committee;

the Chief Executive and the senior management team; and

the Director of Finance / Accounting Officer / Responsible Financial Officer.

The body should clearly set out the financial reporting structure. This should include
each party’s responsibilities and how they relate to each other.

Fully

achieved
(yes/no)






Is financial reporting given
an appropriate profile at
meetings?

Do members and senior
managers receive financial
reports throughout the
year?

Do members and senior
managers consider whether
there are examples of good
practice that the body can
adopt?

Has the body internally
communicated its
commitment to faster
closing?

To promote faster closing, financial reporting must have a place on the agenda at
meetings of members and senior managers during the year. Putting the accounts on
the agenda will:
e raise the profile of the financial reports and the accounts;
e give more focus and discipline to the production process; and
e get a commitment at the highest level to make resources available to
complete the task effectively.

It is good practice to put forward interim accounts on a quarterly basis. These give a
more mature appraisal of the body’s position than a comparison of spend against the
budget. This can enhance decision making through the year.

Good financial reporting throughout the year is a major factor in completing year-end
financial statements in a timely and efficient manner; the year-end process is viewed
only as a special month-end task not a problematical event.

If managers have a sound understanding of the financial position throughout the year,
they can respond to budget pressures. Errors and problems can also be identified
and corrected in advance of the year-end accounts. The Board can use monthly
reports to get explanations for any delays. An inability to collate data could point to a
weakness in systems and controls.

The Board should seek to identify areas where it can adopt good practice. In many
cases, members and senior managers have experience of working in different
organisations and sectors. They may be aware of aspects of good practice at other
bodies that could improve financial reporting at their body. They will also see areas of
good practice adopted by some departments that could work for the body as a whole.

One way public bodies can ensure buy-in is through workshops. They can be used to
brief all the parties on what is expected of them, give them an opportunity to find out
what everyone else will be contributing and what assistance that might be available to
them. Workshops can also help to identify and solve problems.

Another is to issue briefing papers. The format can help make the process clear,
particularly to members and non-finance staff. The content should be clear on what is
required, by whom and by when. These papers may need to be issued earlier if they
have not been developed jointly; you need sufficient time to iron out any difficulties
that were overlooked in the plan’s development.





Do the members / board /
senior managers act on the
financial reporting
information provided to
them?

Is feedback provided to
contributors of financial
information?

2. Planning

Issue

Has your organisation
appointed a faster closing
project manager?

Financial reports support the success of the faster closing process. They, however,
must be accurate and timely. The board must communicate its commitment to the
accounting process. By acting on reports, the Board makes staff aware of the
importance of accurate financial reports.

The Board can act as a point of quality control. The Board can review and consider
the Annual Report and Accounts prior to audit and provide feedback on how useful
they are. They can also comment on the clarity of the narrative provided.

Contributors to the accounts carry out their work more effectively when they feel their
work is appreciated. This may be through feedback on how the accounts section uses
the information to arrive at a finished product. Coordination between the accounts
section and departments can ensure they are on the same wavelength and working
to achieve common goals. It also acts encourages them when this information is
acted on promptly.

Good practice

This person should also be responsible for preparing the published accounts. This
means one person is responsible for planning, monitoring performance and making
decisions to ensure the body meets deadlines.

The project manager should be a senior officer within the finance department, with
sufficient time and expertise. The project manager will then be able to exert influence
over staff that do not perform to the required level. The external auditors will expect
the project manager to be their main point of contact.

Fully
achieved
(yes/no)

Action required






Has a project plan been
developed?

Does your organisation
report progress?

Has a budget been
approved?

Have staff levels and
workloads been reviewed?

A plan should include a timetable and details of information required and allocate
responsibility for individual tasks. The plan should be agreed by the audit committee.

The project manager will set a realistic completion deadline, making reasonable
allowance for unexpected events. Deadlines for individual tasks should then be
worked out. The project manager will co-ordinate these deadlines with the auditor.

Realistic targets will encourage staff to meet the required deadlines. Relaxation of
any deadlines should always be justified and agreed with the project manager. The
project manager will report any changes to the audit committee. In order to meet the
planned timetable, individual tasks should be slotted into a work programme.

The plan should allocate primary responsibility for completing each task to a named
individual. However, to manage risk, staff should be encouraged to train others to
perform the tasks that they do, and where possible to alternate roles. They should
also develop clear procedure notes, so that any absence will not cause a delay.

The project manager must be aware of progress against critical deadlines. All
parties should be aware of the deadlines and when to report issues.

The project manager should report progress to the audit committee on a regular
basis, including details of deadlines reached and action taken to address any issues.

Examples of more formal arrangements for monitoring progress include:

+ weekly verbal or written briefing for the chief finance officer, prepared by the
supervising officer during the closedown period;

e regular meetings of key officers during the closedown period;

e one-off meetings between staff and supervising officers before a deadline;

e weekly e-bulletins summarising progress and upcoming tasks; and

e an up-to-date revised closedown plan made available on the intranet or
shared area, or in the form of a wallchart.

Faster closing will require changes in working practices, systems and potentially staff
levels. The public body must recognise that there may be an impact on the body’s
resources. The body will need to prepare and approve a detailed budget.

The project manager must ensure that staff resources are available to ensure that the
accounts production process runs smoothly. They will assess both the level and type
of staff needed to complete the work within the allotted timescale.

The project plan will identify which members of staff will deliver each planned activity.
Where possible, staff plans should ensure that key areas in the process do not

depend on just one person. The plans should be flexible to allow the project manager
to deal with any unforeseen problems or delays and include a contingency allowance.





Is faster closing linked to
the corporate training
programme?

Has the public body
reviewed its financial
systems?

Has the public body
reviewed its financial tasks
and procedures?

Has the public body
reviewed the successes
and problems from previous
years?

Faster closing will depend on staff having the necessary skills to carry out their part of
the process. Training should be provided to overcome any gaps in staff's knowledge.

Two of the main areas where training may be required include:

e Training in the organisation’s year-end procedures is vital for new staff.
Annual refresher sessions may also be required to remind existing staff.

e Training in new developments is necessary for staff if their activities are
affected by changes to external guidance.

Staff must have the technical knowledge and skills before they start carrying out the
work. ldeally, training should take place close to the time at which it will be put to use,
so that the lessons will be fresh. One possibility is for training to be integrated with the
overall plan for the closure process. Meetings held at the start of the timetable prior to
year-end help to reinforce the messages.

Many organisations are not fully aware of how their financial systems can help make
the faster closing process more effective. The project manager should assess the IT
resources and any potential problems in the risk assessment.

The review should ensure that the financial systems can produce reports that are
relevant to their users’ needs. Where the coding structure is designed to help manage
the budget, the data immediately available may need to be reanalysed to produce the
accounts. Most systems can do this if the parameters of the new report can be
specified. Some systems can process accruals during the year.

Many of the tasks and procedures are largely sequential. Tasks completed out of
order may delay the entire monthly or year-end closedown. The project manager
should ensure that the timetable takes account of all critical tasks and procedures.
This may require new or modified procedure and changes to existing timetables.

This helps develop a project plan that meets the needs of the body. The best time to
carry out this review is as soon as possible after publishing the accounts. The review
should include those involved in closing the accounts.

The body also needs to consider if there are any factors that have arisen or changed
in the year that means a new approach is needed.

Previous years experiences that may be considered include:
e Were there any areas of good practice identified that could be applied more
widely in the body?
e Were there any matters arising that slowed progress and how could these be
identified and dealt with earlier?





Has the body circulated its
plans internally?

Has the body discussed its
plans with the external
auditor?

The best organisations ensure that everyone is fully briefed on what is expected of
them. Workshops where the closedown timetable is agreed give opportunities to find
out what everyone else will be contributing and the assistance that might be
available to them. They also help the body identify and resolve potential problems.

All staff involved should receive a copy of the final plan well in advance of the year
end. In this way they can fit their responsibilities into their wider work schedules.

Instructions may need to be issued earlier where they have not been developed
jointly. Responsible staff will need sufficient time to iron out any potential difficulties
that may have been overlooked in the plan’s development.

To achieve faster closing both the public body and the auditor need to work together.
To do this both parties need to be aware of each other’s plans. One way of doing this
is to invite the auditor to workshops and internal briefings.

In this way audit work can be co-ordinated with the closedown tasks and procedures
to prevent any surprises.

3. Working during the year

Issue

Does the public body co-
ordinate the management
accounts process?

Has the public body agreed
deadlines for preparing in-
year management
accounts?

Good practice

The large number of people and wide range of tasks involved means that the body
should give an individual the role of co-ordinating the monthly accounts production
process. If that person is also responsible for the published accounts, there will be a
consistent focus on financial reporting through the year. The supervising officer will
also monitor performance against the agreed monthly closedown programme and
respond appropriately to ensure the body meets its monthly reporting deadlines.

Public bodies should prepare management accounts to agreed deadlines throughout
the year, ideally on a monthly basis. This timely information will be key in assisting
management to run the business effectively. However, the information is most useful
if produced promptly after the end of the relevant period.

Fully

achieved
(yes/no)

Action required





Has the public body
established in year accruals
accounting?

Are the monthly budget
reports and management
accounts aligned to the
statement of accounts?

Are appropriate supervision
arrangements in place to
support the monthly
management accounts?

One of the key features that enables timely financial reporting at year-end is having a
good grasp of the financial position throughout the year. An awareness of all accrued
income and expenditure is a basis of effective financial control.

Public bodies often prepare management accounts on a receipts and payments (a
cash) basis rather than an accruals basis. Cash accounting reflects the flow of money
during the year. Accruals accounting reflects the economic effects of a transaction.
With cash accounting, a clear picture of overall annual expenditure is not fully
available until the year-end. This leads to the risk:

e that overspends, which could have been controlled if identified earlier, will
occur; and

e of managers holding back from spending and then frantically using up their
budgets in the final weeks before the year-end.

Accounting on an accruals basis allows budget holders to make decisions about
expenditure with more confidence. Experience of accruals accounting on a regular
basis also enables managers to make better use of estimation techniques more
effectively at the year-end.

Faster closing requires the monthly financial reporting processes to be clearly aligned
with year-end processes. The year-end process is viewed as a special month-end
task and not a problematic one-off event. Special tasks will include preparing the
statements to meet external reporting requirements and statutory disclosures.

Preparing interim financial statements during the year will also increase officers’
familiarity with the year-end procedures.

Where monthly financial reports are similar to annual financial statements, bodies
experience less difficulty and delay in completing year-end processes because:

¢ managers have a sound understanding of the financial position of the body
during the year and are able to anticipate and respond to budget pressures;

e service areas and the finance team are familiar with financial reporting
requirements, and are well trained to complete the required tasks;

e the finance team and service areas are ‘on the same wave length’, and work
together to achieve goals, making the co-ordination process easier; and

e problems are identified and rectified, if possible, well before year-end.

Because of the large number of people and wide range of tasks involved one person
should supervise and co-ordinate the monthly accounts. If that person is also
responsible for the annual accounts, there will be an in-built driver to ensure that all
necessary work is completed and that deadlines are met.

It is crucial that management review the monthly accounts. This will help to ensure
that the information is accurate and that the body promptly identifies under or
overspends. Comparing actual figures to budgets help to ensure the completeness of
the information compiled by the finance team.





Does the body have an
effective budgeting
process?

Do the management
accounts include balance
sheet and cash flow items?

Are monthly management
accounts supported by an
explanation of variances?

Are monitoring procedures
effective to ensure timely
corrective action takes
place?

Bodies should view financial management and reporting as a continuous process,
from budget setting through to preparing monthly reports and the annual accounts.
An effective budget process is a key requirement for faster closing. It also helps to
develop overall financial management and control. Shortening the budget cycle can
free up resources to assist service management and development.

In many public sector bodies, financial planning is only loosely connected to the
strategic and service planning processes. One of the essential features of a robust
budgeting system is that it should help managers to manage. Financial reports
provide useful information if they regularly compare actual and budgeted expenditure.

Balance sheets provide a complete picture of the financial position by showing the full
effects of revenue and capital expenditure — they are not just time-consuming.
Reporting balance sheet items such as debtors, creditors and capital transactions can
help improve decision making during the year and identify problem early on.

Cash flow statements complement the income and expenditure account and balance
sheet. They help monitor treasury management and accounts payable / receivable.

In-year reporting of balance sheet and cash flow items strengthens the management
accounts function. It can identify issues that might delay preparation of the financial
statements at year-end. This helps to resolve issues at an early stage and provides
an opportunity for the external auditor to undertake pre-year-end audit work.

To ensure they identify overspends quickly and take prompt action to reallocate
resources to priority areas, service managers should compare budgeted and actual
financial data monthly. They should obtain written explanations of how the variances
arose and how they will be resolved.

Senior managers and board members should review progress made against the
faster closing plan, including any developments that might affect the plan e.qg.:

e assessments of the achievability of targets and deadlines;

e anticipated resources not being available and other in year budget
pressures; and

o failure to co-operate on the part of officers from other departments.

The supervising officer should assess how any developments will affect tasks or
deadlines. They can look at how to bring the close down process back on track e.g.:
e there is compensating slack in any of the other targets and deadlines;
o there are alternative resources that can be deployed; and
o there are alternative ways of getting the information that the system has
failed to provide.
The supervising officer should then pick the most effective option, remodel the
programme with new realistic targets and communicate the changes to staff.





) The body and auditor should hold progress meetings to identify outstanding issues
Does public body _ and how to resolve these. The public body needs to inform the audit team of any
coordinate with the auditor  delays in closing the accounts because these have an impact on the audit timetable.

on progress towards faster Technical issues can be resolved at an early stage rather than dealing with them at

closing? the year-end when both the audited body and audit teams are under pressure to
finalise the accounts. The impact of changes in accounting standards and guidance
can be discussed and agreed to ensure that the accounts comply with them.
To achieve earlier publication deadlines, the audit timetable must also be brought
Have discussions taken forward. The audit approach is based on the expectation that the client will prepare
place with the auditor to good quality draft accounts to the agreed timetable.

bring forward the audit
timetable?

Audit testing should be carried out during the year. Public bodies will need to discuss
with the auditor what information is needed, on what areas and when. The body will
need to ensure that it makes information available when it is needed by the auditor.

4. Closing the accounts

e

The plan should cover:

Fully

Gesno

achieved

E::na d(l?/tglcl)iiévglrlgnﬂ?ith e Whatis to be done? i.e. what needs to be prepared;

procedures and instructions e Howisitto be done? i.e. sources of data, reconciliations etc;
for staff? e Whois going to do it? i.e. nominated officers; and
e Whenis it to be done? i.e. a closedown profile.

The work plan should reinforce how important financial statements are. It will also
outline the tasks involved and set a timetable. These tasks may include a review of
accounting policies, preparing bank reconciliations and new financial systems.

As far as possible, the plan should include all aspects of financial reporting for both
internal and external purposes. It should be developed so that it can be easily
updated each year to build on previous experience. Most importantly, the plan should
clearly assign each task to an individual officer and indicate deadlines for carrying out
each task.

The work plan should be supported by a set of instructions, outlining the relevant
responsibilities to be met. The instructions need to be clear, easy-to-follow and
supported by training, where appropriate. Training will be particularly important when
new processes and procedures are introduced.





Are all parties aware of their
responsibilities for preparing
the accounts?

Has the public body
reviewed and considered
impact of any changes to
the accounting and
reporting framework?

Has the public body
considered the impact of
any organisational changes
on its accounts process?

Has the public body
reviewed its accounting
policies to ensure they are
the most suitable policies
for the body?

Every officer involved in preparing the accounts should receive a copy of the plan and
instructions. They should be briefed on their roles and the key targets they need to
achieve. This is especially important where non-finance departments provide
information.

The draft plan should be distributed for comment. The Audit Committee should
approve the final plan. The external auditor should agree the timetable.

External bodies such as pension fund administrators and actuaries provide
information for the accounts. They should be made aware of the expectations.

The plan should encourage open discussion between all parties. For example, any
system breakdowns that could affect the preparation of the financial statements
should be communicated to the finance team as soon as they become apparent.

Public bodies should determine the format of the accounts long before the final
figures are available.
Public bodies need to be familiar with the framework requirements, including:

e legal requirements e.g. Accounts and Audit Regulations;

e accounting requirements e.g. UK GAAP or IFRS; and

e related guidance e.g. the CIPFA Guidance Notes for Practitioners.
The Finance team should keep up to date with new requirements and include these in
revised procedures. When they identify changes or new requirements, the Finance
Team should assess their impact on the body’s financial statements.

Changes to the body’s management structure may also affect the accounts process.
For example, changes to service department responsibilities may mean changes to
the way in which the financial statements are prepared. The accounts closing plan will
need to take account of these developments. The body will need to consider what
additional resources and changes to existing accounting procedures are required.

For public bodies, the format and content of accounts is determined by external rules.
Accounts must comply with statutory requirements and proper accounting practices,
but public bodies must adopt the policies most relevant to their circumstances.

Accounting policies should be discussed with external auditors as early as possible.
This enables any potential problems relating to accounting practice to be resolved at
an early stage and helps determine if systems are in place to collect year-end data.





Has the public body
established and
commissioned necessary
valuations and reports?

Have working paper /
documentation
requirements been agreed
with other departments and
with the external auditors?

The closing plan should include arrangements to collect data from other internal and
external sources if required. The finance team should identify what data needs to be
collected and where it is held.

For data held internally, the finance team should prepare a standard reporting pack.
Data available internally includes prepayments, contingent losses and expenses.
This pack should include the following details:

the information, returns and/or action required;

background information and definitions;

reporting requirements;

deadlines;

contact officer; and

how to amend the original returns.

Some information may be required from third parties. This may include the need to
obtain specialist expertise and knowledge to provide reports, opinions, valuations or
statements to assist bodies in the value of certain items at year-end. Examples where
independent expert assistance is used include:

¢ land and building values

e actuarial assessments of pension and long service leave liabilities and

doubtful debt provisions

e measuring work completed or work in progress on construction contracts;

e advice on the treatment of specialised accounting matters; or

e legal opinions on legislation or agreements.

A clear record of the source of the original information and the treatments applied to it
will allow finance staff and external auditors to use the working paper confidently at a
later date. This would also help to minimise questions from the auditor.

Working papers should contain enough information to allow another person to carry
out the same work next year with the minimum of uncertainty.

Standardising the format of working papers will improve the efficiency and quality of
the financial statements.

At a minimum, working papers should have the following features:

a clear title that properly describes the working paper and the date;

a brief statement of the purpose of the working paper;

clear links to the specific balances or notes to the financial statements;
alterations are clearly identified, dated and explained;

identification and dates of sign-offs of the preparer and reviewer; and
clear cross-reference to sources of information to allow sources to be
retrieved with minimal time and effort.

Closedown instructions should state how working paper files will be kept secure and
how to back up electronic documents. Individual officers should be responsible for the
custody of key documents and be required to keep a record when they are borrowed.





Have arrangements been
established and agreed to
use estimates instead of
actual (where appropriate)?

Have routine processes
been reviewed to ensure
they meet the faster closing
timetable?

The main purpose of the accounts is to “present fairly” the financial position and
transactions of the public body. Due to their nature, the financial effect of some
activities must be estimated. The risk of material error may be greater when using
accounting estimates.

To develop good accounting estimates, the public body must:

e identify any financial reporting requirements which can help to recognise,
measure and disclose the item;

e use appropriate accounting policies and estimation processes;

e develop sound assumptions about future conditions, transactions or events
that affect the estimates;

e collect sufficient, relevant and reliable data for accounting estimates; and

e periodically review the circumstances that give rise to the estimates.

The public body should check the quality of data received before it is used to
determine estimates. Comparing estimates to actual figures when these are available
confirms that the continued use of these estimates is still valid. Where the public body
uses estimates, the supervising officer must prepare guidance for staff on the
standard required.

Areas where estimates can be used include:

e non-cash items, based on professional assessment of value;

e transactions taking place around the year-end that need to be linked to a
particular financial year, e.g. income/debtors; and

e support services and overheads that need to be allocated to services.

The first step is to examine current processes and document who does what and
when during the year and at year-end. By mapping all key processes, a clear picture
emerges of the work steps and related controls required. This makes it easier to
streamline work activities, strengthen controls, and prevent errors. On-going reviews
of individual processes can help ensure that the close process remains efficient.

Increasingly, public bodies use technology to streamline tasks and functions e.g.:
e by mapping each ledger account to the relevant financial statement balance
or note, public bodies no longer need to produce their statements manually;
e the use of online bank reconciliations and electronic purchasing, payment
and remittance systems increase the speed of year-end processing; and
e automating the processing of recurring journals.

Manual accruals are generally subject to a de-minimis level chosen to reflect the
circumstances of the body. Where such limits are set they can significantly reduce the
time taken to process all year-end accruals.





Do deadlines reflect
scheduled board meetings?

Does the timetable
incorporate external
deadlines?

The closing plan should include provision for the Board to review and approve the
accounts. Even where organisations are able to close their accounts reasonably
quickly, a number of them then take a long time actually to produce the accounts in
their published form.

Several parties will be involved in this process; the Chief Financial Officer, Audit
committee, the Board or council and the body’s printers. As part of the sign-off
process, it is essential the Chief Financial Officer should conduct a final, overall
review of the accounts. The closure plan will need to allow time for this review.

Where the accounts go to the audit committee for review and the Board for formal
adoption, the meeting dates need to be incorporated into the accounts closure plan.
There have been numerous examples across the public sector in England and Wales
where accounts closure deadlines have been missed due to the failure to establish
timely audit committee and Board dates or where key accounting officers take annual
leave at these critical dates.

Appropriate arrangements should be made with the printer regarding proof-reading
and processing of amendments in order to speed final publication.

A key driver for faster closing will be the deadlines imposed by external requirements
e.g. whole of government accounts and other regulations. The closure plan should
clearly identify the key dates to be met and arrange completion and approval of the
accounts around these dates.





