
 

 
 
 
 
 
 
 

 

GOVERNANCE AND AUDIT COMMITTEE 
 

MEETING TO BE HELD AT 2.00 PM ON 29 JULY 2014 
WELLINGTON HOUSE, WELLINGTON STREET, LEEDS 

 

 

A G E N D A 
 

1. APPOINTMENT OF CHAIR 
 
2. APOLOGIES FOR ABSENCE 
 

3. DECLARATIONS OF INTEREST 
 

Members are reminded of their responsibility, in accordance with the Members’ 
Code of Conduct, to declare any disclosable pecuniary interests in any matter under 
consideration at this meeting.  Should you have a disclosable pecuniary interest in an 
item on the agenda you should not participate in any discussion on the matter, vote 
on the matter or remain in the meeting during discussion and voting on the matter 
subject to Part 4 (paragraphs 19 and 20) of the Code of Conduct. 
 
If a member is unsure of the correct course of action to take, they should seek advice 
from the Secretary and Solicitor prior to the meeting. 
 
Members should complete the appropriate form, attached herewith, and hand it to 
the Secretary and Solicitor before leaving the meeting.  A blank form can be obtained 
from the Secretary and Solicitor at the meeting. 

 

4. EXCLUSION OF THE PRESS AND PUBLIC 
 

To identify items where resolutions may be moved to exclude the press and public. 
 

5. MINUTES OF THE MEETING HELD ON 30 APRIL 2014 
(pages 8 - 12) 

 
 Copy attached. 
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6. EXTERNAL AUDIT ARRANGEMENTS 
(pages 13 - 17) 
 
To consider the attached report. 

 

7. INTERNAL AUDIT PROGRESS REPORT 
(pages 18 - 22) 

 
To consider the attached report. 

  

8. QUALITY ASSURANCE AND IMPROVEMENT PROGRAMME 2014 
(pages 23 - 27) 
 

 To consider the attached report. 
 

9. ANNUAL INTERNAL AUDIT REPORT AND OPINION 
(pages 28 - 47) 

 
 To consider the attached report. 
 

10. REVIEW OF INTERNAL CONTROL AND EFFECTIVENESS OF INTERNAL 
 AUDIT 

(pages 48 - 49) 
 
 To consider the attached report. 

 
11. INTERNAL CONTROLS AND FINANCIAL MONITORING 

(pages 50 - 53) 
 
 To consider the attached report. 

 
12. APPROVAL OF ANNUAL ACCOUNTS FOR 2013/14 
 (pages 54 – 217) 
 
 To consider the attached report. 
 

Signed: 

 
Head of Paid Service WYCA 
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ITEM 1 
 

Report to:  Governance and Audit Committee 
 
Date:   29 July 2014  
 
Subject: Appointment of Chair 
 
 
1. Purpose 

 
1.1. To appoint the Chair of the Governance and Audit Committee. 
 
2. Information 

 
2.1. The Procedure Standing Orders of the West Yorkshire Combined Authority provide that 

committees of the Authority may appoint their own chair if there is a vacancy in the 
post or if the Authority does not make an appointment.  

 
2.2. Following the local elections in May the WYCA appointed members to its committees at 

its meeting on 26 June.  It did not appoint a Chair of the Governance and Audit 
Committee at that meeting. 

 
3. Financial Implications 

 
3.1. The Members’ Allowances Scheme adopted by the WYCA will apply to the post of Chair 

of the Governance and Audit Committee. 
 

4. Legal Implications 
 

4.1.  The Procedure Standing Orders allow that committees may appoint their own chairs in 
the absence of an appointment by the WYCA or a casual vacancy.  
 

5. Staffing Implications 
 

5.1. None as a result of this report. 
 

6. Recommendations 
 

6.1. That a Chair of the Governance and Audit Committee be appointed. 

Originator:  Nick Winney 
Monitoring Officer 
 

3



AGENDA ITEM NO: 3  
 

 

WEST YORKSHIRE COMBINED AUTHORITY 
 

DECLARATION OF DISCLOSABLE PECUNIARY INTERESTS 
 

 
NAME OF MEMBER:    ……………………………………………………..………………… 
  

COMMITTEE:                 GOVERNANCE AND AUDIT COMMITTEE 

            

DATE:                              29 JULY 2014 
 

AGENDA 
ITEM NO 

NATURE OF INTEREST 

  
 
 

 
 
 

 
 
 

  
 
 

 
 
Signed   …………………………………………………………. 
 
 
You should complete this form only if you have a disclosable pecuniary interest in any particular item 
on this agenda. (See attached appendix for schedule of disclosable pecuniary interests.) Completed 
forms should be handed in to the Secretary and Solicitor before leaving the meeting.   
 
NOTE:  Should you have a disclosable pecuniary interest in an item on the agenda you should not 
participate in any discussion on the matter, vote on the matter or remain in the meeting during 
discussion and voting on the matter subject to paragraph 24 of the Code of Conduct. 
 
If you are unsure of the correct course of action to take, you should seek advice from the Secretary 
and Solicitor prior to the meeting. 
 
 
 
 
 
 
 
 
 
t:/Committee/Transport Committee /Code of Conduct and Declarations of Interest/Declarations of Interest – Agenda Item 2.doc 
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Disclosable Interest Description 

 
Employment, office, trade, profession or 
vocation 

 
Any employment, office, trade, 
profession or vocation carried on for 
profit or gain. 
 

Sponsorship Any payment or provision of any other 
financial benefit (other than from the 
relevant Authority) made or provided 
within the relevant period in respect of 
any expenses incurred by a Member in 
carrying out duties as a member, or 
towards the election expenses of the 
Member. 
 
This includes any payment or financial 
benefit from a trade union within the 
meaning of the Trade Union and Labour 
Relations (Consolidation) Act 1992. 
 

Contracts Any contract which is made between the 
relevant person (or a body in which the 
relevant person has a beneficial interest) 
and the Authority - 
 
(a)  under which goods or services are to 

be provided or works are to be 
executed; and 

 
(b)  which has not been fully discharged. 
 

Land Any beneficial interest in land which is 
within the area of the Authority. 
 

Licences Any licence (alone or jointly with others) 
to occupy land in the area of the 
Authority for a month or longer. 
 

Corporate tenancies Any tenancy where (to the member’s 
knowledge) - 
 
(a)  the landlord is the Authority; and 
 
(b)  the tenant is a body in which the 

relevant person has a beneficial 
interest. 

Appendix 
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Securities Any beneficial interest in securities of a 
body where - 
 
(a)  that body (to the Member’s 

knowledge) has a place of business 
or land in the area of the Authority; 
and 

 
(b)  either - 
 
(i)   the total nominal value of the 

securities exceeds £25,000 or one 
hundredth of the total issued share 
capital of that body; or  

 
(ii)   if the share capital of that body is of 

more than one class, the total 
nominal value of the shares of any 
one class in which the relevant 
person has a beneficial interest 
exceeds one hundredth of the total 
issued share capital of that class. 

 
 
If a Member has a disclosable pecuniary interest in a matter under discussion, the Member may not:- 
 
(a) participate, or participate further, in any discussion of the matter at the  meeting; 
 
(b) participate in any vote, or further vote, taken on the matter at the meeting (unless the 

Member has requested and been granted a relevant dispensation by the Standards 
Committee), or 

 
(c) remain in the room during the discussion or vote on the matter. 
 
Where Members have a disclosable pecuniary interest in a matter to be considered at a meeting, 
they may attend the meeting but only for the purposes of making representations, answering 
questions or giving evidence relating to the matter, provided that the public are also allowed to 
attend the meeting for the same purpose, whether under a statutory right or otherwise.  Once 
Members have finished, or the meeting decides they have finished, Members must leave the room 
and may not remain in the room during the discussion or vote on the matter. 
 
 
Note: If a close family member has a Disclosable Pecuniary Interest, this is deemed to be a 

Disclosable Pecuniary Interest of the Member of the Authority. 
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AGENDA ITEM NO: 4 

 
 

PUBLIC INSPECTION OF DOCUMENTS AND ACCESS 
 TO MEETINGS OF THE WEST YORKSHIRE COMBINED AUTHORITY 

 
 
 
 

(a) Files containing correspondence etc, relating to items to be discussed at the meeting 
may be inspected by contacting the originating department - please see below.  
Certain information may be confidential and not open to inspection. 

 
 
(b) The attached Agenda Items do not contain any exempt information as defined in 

 Part 1 of Schedule 12A to the Local Government Act 1972. 
 
 
 

Compilation of Agenda by:    
 

Ruth Chaplin 

Telephone No:    
 

Leeds (0113) 251 7217 

Date:    21 July 2014 
 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
Committee.fil/Public Inspection of Documents 
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MINUTES OF THE MEETING OF THE 
GOVERNANCE & AUDIT COMMITTEE 

HELD ON WEDNESDAY 30 APRIL 2014 IN WELLINGTON HOUSE, LEEDS 
 
 

 
Present: Councillor H Richards (Chair) 
 
  Councillors G Burton, G Hussain, R Light, N McIlveen and L Smith 
 
  In attendance: A Lince (Deloitte) 
 
  
1. Election Of Chair 

 
Councillor H Richards was proposed and seconded for the position of Chair. 
 
Resolved - That Councillor Richards be appointed Chair. 
 
 

2. Apologies for Absence 
 
An apology for absence was received from Councillor S Baines (Calderdale). 
 
 

3. Declarations of Disclosable Pecuniary Interests 
 
 Councillor Robert Light declared an interest in agenda item number 10, as he was a 
 member of the Audit Commission. 
 
 
4. Minutes 
 
 Resolved - That the minutes of the meeting of the Integrated Transport Authority’s 
 Audit & Governance Committee held on 24 January 2014 be approved 
 
 
5. Forward Plan of Work 2014-2015 
 
 The Committee considered a report setting out the programme of work for 2014/15. 
 
 Members were advised that apart from the work programme, as detailed in the 
 report, other items would be brought for members’ consideration as and when 

 

ITEM 5 
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 required.  Comment was also made that a review of the programme be undertaken 
 in 6 months, including corporate governance arrangements, as the Combined 
 Authority evolved. 
 
 It was also reported that the Audit Commission was consulting over the proposed 
 appointment of Deloitte LLP as the Combined Authority’s auditor. 
 
 Resolved -  
 
 (a) That, subject to a review of the programme being carried out in 6 months,  
  the programme of work be noted. 
 
 (b) That the proposal to appoint Deloitte as the Combined Authority’s auditor be  
  noted. 
 
 
6. Internal Audit Charter 2014 
 
 The Committee considered a report on the Internal Audit Charter for the Combined 
 Authority. 
 
 It was reported that the Public Sector Internal Audit Standards (PSIAS) required the 
 purpose, authority and responsibility of the internal audit activity to be formally defined 
 in an internal audit charter, consistent with the definition of Internal Auditing, the Code of 
 Ethics and the Standards. 
 
 Members were advised that the document would assist the WYCA in accomplishing its 
 objectives by bringing a systematic and disciplined approach to evaluate and improve the 
 effectiveness of the organisation’s risk management, control and governance processes. 
 
 A copy of the Authority’s Audit Charter was attached at Appendix 1 to the submitted 
 report. 
 
 Resolved - That the Internal Audit Charter for the Combined Authority be endorsed for 
 approval by the West Yorkshire Combined Authority. 
 
 
7. Internal Audit Progress Report 
 
 The Committee considered a report on the work undertaken by the Internal Audit Section 
 and the key issues which had been identified. 
 
 It was reported that the following areas of work had been reviewed since the last meeting 
 and these were detailed in the submitted report with the audit opinion. 
 

 Risk Management Framework 

 Gifts, Hospitality and Interests 

 Main Accounting System 
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 Prepaid Tickets and Concessionary Travel 

 Creditors 

 English National Concessionary Travel Scheme (ENCTS) 

 Treasury 

 Payroll 
 
 Comment was made that the majority of reviews undertaken were assessed as either 
 ‘well controlled’ or ‘controlled’.  Only one audit, ENCTS, had resulted in an assurance level 
 of ‘required improvement’.  That related to improvements to: 
 

 Control to the identification and maintenance of levels of Smartcard ticket stocks held 
with third parties. 
 

 System user access rights for the customer database system. 
  
 Resolved - That the report be noted. 
 
 
8. Internal Audit - Annual Audit Plan 2014/2015 
 
 The Committee considered a report on the proposed schedule of Internal Audit 
 Reviews for 2014/2015. 
 
 Members noted the details of the Internal Audit Plan 2014/15, which were outlined 
 in the appendix to the submitted report.  They were advised that the content and 
 progress, moving forward as a Combined Authority, would be regularly reviewed and 
 reported and that any changes required to address emerging risks would be 
 reported to this Committee. 
 
 Resolved - That the Annual Audit Plan commencing from April 2014, as detailed in 
 Appendix A of the submitted report, be recommended for approval by the Combined 
 Authority. 
 
 
9. External Audit Plans 
 
 The Committee considered a report on the Audit Plans from the external auditors for 
 the year ended 2013/2014. 
 
 It was reported that the external auditor, Deloitte, was required to produce a plan 
 each year for their audit work.  It was explained that, as the Combined Authority was 
 only created on 1 April 2014, the relevant accounts for the year ended 31 March 
 2014 were those of the West Yorkshire Integrated Transport Authority and the West 
 Yorkshire Passenger Transport Executive.  The External Audit Plans for 2013/2014 
 were attached at appendix A to the submitted report and set out the audit work and 
 risks facing the Authority, which impacted on that work. 
 
 Resolved - That the External Audit Plans for 2013/2014 be noted. 
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10. Internal controls and Financial Monitoring 
 
 The Committee considered a report on any changes to the Authority’s internal 
 control arrangements since the last meeting and to consider the current financial 
 position. 
 
 Internal Controls 
 
 The Committee were advised that whilst there had been changes to the ways of 
 working as a result of the creation of the Combined Authority from the former 
 Integrated Transport Authority and the Passenger Transport Executive it had been 
 possible to keep the integrity of the internal control structure largely intact, 
 particularly with regard to the key high risk areas such as financial systems.  The 
 governance of decision making had been developed through the mechanism of the 
 Shadow Combined Authority and would evolve as the Combined Authority 
 developed, which would be the subject of review by the WYCA and internal audit in 
 due course. 
 
 Financial Monitoring 
 
 In noting the current position regarding the Authority’s revenue and capital budgets, 
 it was reported that the budget for 2014/2015 and the revised budget outturn for 
 2013/2014 were approved in February by the Integrated Transport Authority and 
 subsequently reapproved at the first meeting of the Combined Authority.  Members 
 were advised that the WYCA would be undertaking a review of both the revenue and 
 capital budgets at its meeting in May 2014. 
 
 In this respect, comment was made that the capital programme would also be 
 subject to a further review when the outcome of the LEP’s Strategic Economic Plan 
 was known, as that would determine the funding available from the Single Local 
 Growth Fund. 
 
 Risk Management 
 
 It was reported that the risk management arrangements that were in place for the 
 WYITA and WYPTE had now been adopted for the Combined Authority.  The Risk 
 Policy and Risk Manual, which set out detailed arrangements for risk management, 
 were currently being updated to reflect the changes arising as a result of the new 
 Combined Authority and would be brought to a future meeting of the Committee.  In 
 this respect, the Committee was advised that the Annual Governance Statement, 
 which accompanied the Annual Accounts, would be brought to the next meeting and 
 would include a review on governance arrangements including risk.  A revised risk 
 policy statement had been produced for the Combined Authority and was attached 
 as Appendix 3. 
 
 Resolved - That the report be noted. 
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11. Due Diligence - Transfer to the Combined Authority 
 
 The Committee considered a report on the satisfactory outcome of the due diligence 
 work undertaken to support the transfer of the West Yorkshire Integrated Transport 
 Authority and the Passenger Transport Executive to the Combined Authority. 
 
 Resolved - That the work undertaken as part of the due diligence exercise be noted. 
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ITEM 6 
 

Report to:  Governance and Audit Committee 
 
Date:   29 July 2014   
 
Subject: External Audit Arrangements 
 
 
1 Purpose 
 
1.1 To inform the Committee of the appointment of external auditors.  
 
2 Information 
 
2.1 At its last meeting the Committee was informed verbally that a letter had just been 

received from the Audit Commission seeking views on the appointment of external 
auditors to the West Yorkshire Combined Authority.  This was required as WYCA was 
a new organisation. 

 
2.2 Representations were made to the Audit Commission supporting the appointment of 

Deloitte LLP, the current auditors of the West Yorkshire Integrated Transport 
Authority and West Yorkshire Passenger Transport Executive.  Deloitte completed 
their first year end audit of these organisations for the 2012/13 year end and their 
experience from this and the 2013/14 year end would be beneficial in auditing the 
first set of accounts for the WYCA in 2014/15.   This would ensure continuity through 
a period of change and maximise the benefits of their work in previous years.  The 
Audit Commission has subsequently confirmed the appointment of Deloitte for the 
audit of WYCA for 2014/15 and the letter confirming this is attached as Appendix A. 

 
2.3 The Audit Commission has recently undertaken a procurement process to appoint 

auditors for a number of authorities from 2015/16 onwards.  Their contract with 
Deloitte expires at this time and Deloitte were not successful in this procurement.  
The Audit Commission are therefore required to appoint another auditor to take 
over the WYCA audit from 2015/16. 

 
2.4 The Audit Commission has proposed the appointment of Mazars LLP; their letter is 

attached as appendix B.  The WYCA is able to make representations if there are any 
reasons why it feels this appointment is unacceptable, for example there may be 
conflicts of interest with other work being undertaken by the proposed appointee.  

Originator:  Angela Taylor, 
Director, Resources 
 

13



The WYCA has no previous history of working with Mazars and there appear to be no 
reasons to object to the proposal.  As the response date for representations is 25 July 
this conclusion has been endorsed by the Head of Paid Service. 

 
3 Financial Implications 
 
3.1 The audit fees charged are set by the Audit Commission.  A review of the appropriate 

level of fees for the 2014/15 audit of the WYCA is being undertaken by the Audit 
Commission and this will include a consultation process.  The WYCA has previously 
made representations that it would expect a reduction in the level of fees in moving 
from the audit of two organisations to only one. 

 
4 Legal Implications 
 
4.1 None arising directly from this report. 
 
5 Staffing Implications 
 
5.1 None arising directly from this report. 
 
6. Recommendations 
 
6.1 That the Committee note the external appointments made by the Audit Commission. 
 

14



 

 
 

 
Audit Commission, 3rd Floor, Fry Building, 2 Marsham Street, London, SW1P 4DF 
T 0303 444 8300  www.audit-commission.gov.uk 

 

 

Our reference 

Your reference 

JH/KR 
  

19 June 2014 

Adrian Lythgo 
West Yorkshire Combined Authority 
Wellington House 
40-50 Wellington Street 
Leeds 
LS1 2DE 
 

Direct line 0303 444 8273 
Email auditor-

appointments@audit-
commission.gsi.gov.uk 

  
  
  

Dear Adrian 

West Yorkshire Combined Authority - auditor appointment for 2014/15 

Further to my letter of 25 April and your response of 29 April, I am now writing to confirm the 
appointment of Deloitte LLP to audit the accounts for the West Yorkshire Combined Authority 
for 2014/15.  

The appointment is made under section 3 of the Audit Commission Act 1998 and was confirmed 
by the Commission Board at its meeting today, 19 June 2014. The appointment is for one year 
only, in respect of the 2014/15 accounts. I will be writing to you shortly to consult on a new 
appointment from 2015/16. 

I have copied this letter to Deloitte. The firm will be in contact with you to discuss arrangements 
for the audit. 

If you have any questions about the auditor appointment, please email us at auditor-
appointments@audit-commission.gsi.gov.uk. 

Yours sincerely 

 

Jon Hayes 
Associate Controller of Audit (Compliance) 

 
cc Angela Taylor, West Yorkshire Combined Authority 
     Deloitte LLP 
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Audit Commission, 3rd Floor, Fry Building, 2 Marsham Street, London, SW1P 4DF 
T 0303 444 8300  www.audit-commission.gov.uk 

 

 

  

23 June  2014 

 
Adrian Lythgo 
Head of Paid Service 
West Yorkshire Combined Authority 
Wellington House 
40-50 Wellington Street 
Leeds 
LS1 2DE 
 
 

Direct line 0303 444 8273 
Email auditor-

appointments@audit-
commission.gsi.gov.uk 

  
  
  

Dear Adrian 

West Yorkshire Combined Authority - consultation on auditor appointment 
from 2015/16 

I wrote to you recently about your auditor appointment for 2014/15, and informed you that I 
would need to consult you separately on the appointment from 2015/16. I am now writing to 
consult you on the appointment of Mazars LLP to audit the accounts of West Yorkshire 
Combined Authority from 2015/16 for two years. The appointment will start on 1 April 2015.  

Mazars in the UK has 127 partners and 1,300 staff working out of 20 offices and a turnover of 
£120 million in 2013. It is an integral part of Mazars international with 13,800 staff in 72 
countries worldwide and a turnover of over £1 billion. For further information on Mazars LLP 
please visit: http://www.mazars.co.uk/ 

Background to the proposed appointment 

The Audit Commission announced in 2013 that it would retender the audit contracts awarded to 
audit firms in 2006 and 2007, representing approximately 30 per cent of the local public audit 
market. The procurement was completed in April 2014 and the Commission is now making 
auditor appointments to bodies previously audited under the old contacts. Our new contracts are 
in addition to those let in 2012 covering the remaining 70 per cent of the local public bodies to 
which the Commission appoints the auditor. Deloitte was not successful in winning one of our 
new contracts so we need to appoint a different firm as your auditor. 

Under the provisions of the Local Audit and Accountability Act 2014, the Commission will close 
at the end of March 2015. A transitional body will be established from 1 April 2015 to oversee 
the Commission’s audit contracts and will have responsibility for the existing statutory functions 
relating to auditor appointments.  

The transitional body will manage the contracts until their expiry in 2017 (or 2020 if the 
Department for Communities and Local Government opts to extend some or all of the 
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contracts). This is the point at which local public bodies will be required to have their own 
auditors in place or to have agreed to participate in any collective procurement arrangements 
that are established. 

The consultation process 

The Audit Commission has a statutory duty to appoint external auditors to local public bodies 
under Section 3 of the Audit Commission Act 1998. This duty requires the Commission to 
consult local government bodies on the auditor appointment. We also consult NHS bodies. 

The consultation on the proposed auditor appointment will close on 25 July 2014. 

Process for objecting to the proposed auditor appointment 

If you wish to make representations to the Commission about the proposed auditor appointment 
please send them by email to auditor-appointments@audit-commission.gsi.gov.uk by Friday 25 
July 2014. Your email should set out the reasons why you think the proposed appointment 
should not be made. Such representations can include matters that you believe might be an 
impediment to the firm’s independence, were it to be your appointed auditor. 

We will consider carefully all representations and will respond by Monday 15 September. If 
your representations are accepted, we will consult you on an alternative appointment. If your 
representations are not accepted, they will also be considered by a subcommittee of the 
Commission Board (the Board’s Appointments Panel). 

The Commission Board will consider all proposed appointments at its meeting scheduled for 4 
December. We aim to write to all bodies to confirm the Commission’s decision on the 
appointment of the auditor by 31 December 2014. 

 
If you have any questions about the proposed auditor appointment or the consultation process 
please email us at auditor-appointments@audit-commission.gsi.gov.uk or call on 0303 444 
8273. 
 
Yours sincerely 

 
Jon Hayes 
Associate Controller of Audit (Compliance) 
 
 
cc Angela Taylor, Director, Resources, West Yorkshire Combined Authority
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ITEM 7 

 
Report to:  Governance and Audit Committee 
 
Date:    29 July 2014  
 
Subject: Internal Audit Progress Report 
 
 
1. Purpose 
 
1.1 To inform the Authority of the work undertaken by the Internal Audit Section. 
 
2. Information 
 
2.1. This report provides details of activities undertaken by the Internal Audit Section in 

the period from 1 April 2014 to 30 June 2014 and summarises the objectives of 
reviews undertaken, audit opinion and the key issues resulting from this work. 
 

2.2. The Internal Audit Section has undertaken work contained within the West Yorkshire 
Combined Authority’s (WYCA’s) Audit Plan 2014/15 through the performance of the 
following audit reviews: 
 

 LTP3 Capital Programme Management. 

 Expenses. 

 NGT Project Risk Management. 

 LSSE Project Risk Management. 

 Human Resources – VfM Performance Indicators. 

 Petty Cash. 

 CARE NORTH PLUS – Grant Certification. 

 

 
3. How Control is Reviewed 
 
3.1 There are three elements to each internal audit review.  Firstly, the objectives and 

key risks associated with the audit entity are identified.  Secondly, controls which 
internal audit would expect to be present to mitigate risk are determined and finally 
an audit programme is developed to review the existence and operation of those 
controls through a combination of substantive and compliance testing. 
 

Originator:  Russell Gott 
Internal Audit Manager 
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3.2 An evaluation of the effectiveness of controls tested is provided within each audit 
report along with an indication of any residual risk.  This is then used as the basis for 
forming an audit opinion of the entity.  Details of audit opinion assurance categories 
are provided below; 
 
 

Assurance Level 
 

Definition 
 

Well Controlled 
 
 
 

There is a robust control framework in place for the system.  
 
All necessary controls are in place and are operating effectively. 
 
Any recommendations made are low risk and relate to 
enhancements of existing controls. 
 

Controlled There is an acceptable control framework in place.  
Key controls are in place and operating effectively.  
 
Some changes to controls and how they operate would be 
beneficial. 
 
Recommendations made are moderate or a combination of 
moderate and low risk, including the development of existing 
controls, and do not relate to key controls. 
 

Requires Improvement Controls in place for some elements of the system are not always 
appropriate or effective or are not consistently applied. 
 
Recommendations made are of high or a combination of high and 
moderate risk concerning the operation of key controls. 
 
 

Poorly Controlled There is an inadequate control framework. 
 
Key controls are absent or not operating.  
 
The operation of the system is currently providing an 
unacceptable risk. 
 
Recommendations made are high risk concerning the operation 
of key controls. 
 

 
 
4. Audit Summary 
 
4.1. The reviews undertaken in the period were assessed as either well controlled or 

controlled.  A summary of the internal audit reviews performed along with details of 
any significant issues identified and respective audit opinions are provided below.  
 

 4.1.1 LTP Capital Programme Management 
 
“Well Controlled” 
 
This audit examined arrangements established for the approval of payments of 
integrated transport block and highways block funding, programme governance, 
reporting and arrangements to oversee delivery and manage risks. 
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The review included consideration of programme monitoring arrangements and 
compliance with grant determination 2013/14/2150.  
 
There were no significant issues identified as a result of the audit testing undertaken.  
 
 
4.1.2 Expenses 
 
“Controlled” 
 
The review considered the presence and the operation of key controls including 
authorisation, budgetary control, compliance with standing orders, financial 
regulations, procedures and purchase card security arrangements . 
 
Audit testing highlighted an inconsistency relating to the reimbursement of the cost 
of meals for a small group of staff.  This is a long established arrangement and within 
that team’s terms and conditions of employment.  However, it was agreed that 
action would be taken to seek to consolidate and standardise working terms in 
respect of reimbursement for meal allowances across the organisation. 
 

 
4.1.3 NGT Project Risk Management 
 
“Well Controlled” 
 
The purpose of this audit was to review project risk management arrangements for 
the NGT project and provide feedback to the project board.  
 
The audit predominantly focused on the application of PRINCE2 project risk 
management principles and assessed the Project Risk Management Strategy, Project 
Risk Log, Project Issues log, Risk Reporting and Project Board Minutes and Actions. 
 
The principal audit comments concerned improvements in defining risk early 
warning indicators within the Risk Management Strategy and providing commentary 
on these issues in Highlight Reports produced for the Project Board. 
 
4.1.4 LSSE Project Risk Management 
 
“Well Controlled” 
 
The purpose of this audit was to review project risk management arrangements for 
the Leeds Station Southern Entrance project and provide feedback in terms of 
observations to the project board.  
 
The audit focused on the presence, content and utilisation of the following PRINCE2 
documentation: 
 
Project Risk Management Strategy 
Project Risk Log 
Project Issues log 
Risk Reporting 
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Project Board Minutes and Actions 
 
The observations provided concerned the development of the existing project risk 
management strategy and clarification of risk management roles within the project. 
 
 
4.1.5 Human Resources – VfM Indicators 
 
“Controlled” 
 
This review considered primary performance indicators for public sector 
organisations in the U.K. and compared them with calculations for the provision of 
the H.R. function of WYCA. 
 
It was established that, for the majority of these indicators, the function compared 
well against the national averages.  However, it was identified that further 
examinations are required by management in two areas where costs were in excess 
of the average.  To address these issues, it was reported that a proposal to update 
the H.R. Strategy is planned to be included in a wider development of WYCA’s 
governance arrangements. 
 
 
4.1.6 Petty Cash  
 
“Well Controlled” 
 
Internal Audit performed an unannounced count and reconciliation of petty cash 
held at Wellington House.  This review went on to assess the arrangements in 
operation to ensure the accuracy of records, safekeeping and authorisation of petty 
cash transactions. 
There were no significant issues resulting from this review. 
 
4.1.7 CARE NORTH PLUS – Grant Certification 
 
An audit of expenditure incurred in respect of Carbon Responsible Transport 
Strategies for the North Sea area (CARE NORTH PLUS) activities was performed for 
the claim period from 8 April 2013 to 31 May 2014. 
 
The Internal Audit Manager was able to certify that Euro 29,414 was eligible to be 
claimed in the period. 
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5. Other Activity 
 
5.1. In addition to the completion of scheduled audit reviews provided in section 4 of this 

report, work is currently in progress relating to Tendered Subsidised Bus Services, 
Travel Centre Procedures, New Pudsey Station Car Park Scheme Benefits Realisation 
and Realtime Information Systems Source Code Escrow Arrangements.  A summary 
of the results from these reviews will be provided to this Committee once the final 
audit reports are released. 

 
 
6. Financial Implications 
 
6.1 None relating directly to the Internal Audit function. 
 
7. Legal Implications 

 
7.1. The Accounts and Audit Regulations 2011 establish requirements relating to systems 

of internal control and the review and reporting of those systems.  Accordingly, the 
Authority must have in place a process for establishing, maintaining and reviewing 
the system of internal control and risk management.  The regular reporting by the 
Internal Audit Manager forms part of that review. 

 
8. Staffing Implications 
 
8.1 None relating directly to the Internal Audit function. 
 
9 Recommendations 
 
9.1. That the Internal Audit progress report be noted. 
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ITEM 8 

 
Report to:  Governance and Audit Committee 
 
Date:   29 July 2014 
 
Subject: Quality Assurance and Improvement Programme 2014 
 
 
1. Purpose 
 
1.1 To consider the Quality Assurance and Improvement Programme for Internal Audit. 
 
2. Information 
 
2.1. Public Sector Internal Audit Standards (PSIAS) require the formal documenting of a 

Quality Assurance and Improvement Programme (QAIP).  This covers all aspects of 
the Internal Audit activity and enables compliance with all aspects of the PSIAS to be 
evaluated.  It allows for the assessment of the efficiency and effectiveness of the 
Internal Audit activity and identifies opportunities for improvement.  This is through 
both internal and external assessments.  The requirement for an external 
assessment of the Internal Audit activity at least once in every 5 years is a new 
requirement. 
 

2.2 The results of the QAIP must be reported to senior management and the 
Governance and Audit Committee on an annual basis.  This may be provided within 
internal audit’s annual report and opinion.   
 

2.3 The QAIP for the West Yorkshire Combined Authority is attached as an appendix to 
this report. 

  
3. Financial Implications 
 
3.1 None relating directly to the Internal Audit function. 
 
4. Legal Implications 
 
4.1. None relating directly to the Internal Audit function. 
 
 

Originator:  Russell Gott 
Internal Audit Manager 
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5. Staffing Implications 
 
5.1. None relating directly to the Internal Audit function. 
 
6. Recommendations 
 
6.1. That the Internal Audit Quality Assurance and Improvement Programme 2014 for the 

Combined Authority be recommended for approval. 
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Russell Gott 16/06/2014 

 

 

Internal Audit 
Quality Assurance & 
Improvement 
Program (QAIP) 
2014/15 
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Introduction 

Internal Audit’s Quality Assurance and Improvement Program (QAIP) is designed to 
provide reasonable assurance to the various stakeholders of West Yorkshire 
Combined Authority that Internal Audit: 

 Performs its work in accordance with its Charter, which is consistent with the 
Public Sector Internal Audit Standards, Definition of Internal Auditing and 
Code of Ethics; 

 Operates in an efficient and effective manner; 
 Is adding value and continually improving Internal Audit’s operations. 

The Chief Audit Executive is ultimately responsible for the QAIP, which covers all 
types of Internal Audit activities.  The QAIP must include both internal and external 
assessments.  Internal assessments are both ongoing and periodical and external 
assessments must be undertaken at least once every five years. 

 
 

Internal Assessment 

Internal Assessment is made up of both on-going reviews and periodic reviews. 

On-going Reviews 

On-going assessments are conducted through: 

 Supervision of engagements. 
 Regular, documented review of work papers during engagements. 
 Audit policies and procedures used for each engagement including the 

Internal Audit Manual to ensure compliance with applicable planning, 
fieldwork and reporting standards. 

 Feedback from audit client post audit questionnaires for individual audit 
assignments. 

 Analyses of key KPI’s established to improve Internal Audit’s effectiveness 
and efficiency. 

 All draft and final reports and recommendations are reviewed and approved 
by the Chief Audit Executive. 
 

Periodic Reviews 

Periodic assessments are designed to assess conformance with Internal Audit’s 
Charter, the Standards, Definition of Internal Audit, the Code of Ethics, and the 
efficiency and effectiveness of internal audit in meeting the needs of its various 
stakeholders.  Periodic assessments will be conducted through: 
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 Review of internal audit performance Key Performance Indicators by the Chief 
Audit Executive on a monthly basis. 

 Quarterly activity and performance reporting to the Governance and Audit 
Committee and Section 73 responsible finance officer. 

 Annual self-review of conformance with the Public Sector Internal Audit 
Standards. 

Any resultant action plans will be monitored by the Chief Audit Executive on a 
quarterly basis. 

 

 

External Assessment 

External assessments will appraise and express an opinion about Internal Audit 
conformance with the Standards, Definition of Internal Audit and Code of Ethics and 
include recommendations for improvement as appropriate. 

An external assessment will be conducted at least once every 5 years by a qualified, 
independent assessor from outside the Authority.  The assessment will be in the 
form of a full external assessment, or a self-assessment with independent external 
validation.  The format of the external assessment must be discussed with the 
Governance and Audit Committee. 

 

 

Reporting 

Internal Assessments – reports of internal assessments will be reported to the 
Governance and Audit Committee on an annual basis; 

External Assessments – results of external assessments will be reported to the 
Governance and Audit Committee and Section 73 officer at the earliest opportunity 
following receipt of the external assessors report.  The external assessment report 
will be accompanied by a written action plan in response to significant findings and 
recommendations contained in the report. 

Follow Up – the Chief Audit Executive will implement appropriate follow-up actions to 
ensure that recommendations made in the report and action plans developed are 
implemented in a reasonable timeframe. 
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ITEM 9 

 
Report to:  Governance and Audit Committee 
 
Date:    29 July 2014  
 
Subject: Annual Internal Audit Report and Opinion 
 
 
1. Purpose 
 
1.1 To provide the Annual Internal Audit Report and Opinion of the control environment 

in operation during 2013/14 for West Yorkshire Integrated Transport Authority 
(WYITA) and West Yorkshire Passenger Transport Executive (WYPTE). 

 
2. Information 
 
2.1. Public Sector Internal Audit Standard, PSIAS 2450, requires the Chief Audit Executive 

to provide an annual report to the Board timed to support the Annual Governance 
Statement.  The report must include; 
 

 An annual audit opinion on the overall adequacy and effectiveness of governance, 
risk and control framework, (the control environment). 
 

 A summary of the audit work performed from which the opinion is derived 
including any reliance placed on work by other assurance bodies. 
 

 A statement on conformance with PSIAS and the results of the Internal Audit 
Quality Assurance and Improvement Programme. 
 

2.2 In addition, the PSIAS require the Chief Audit Executive to confirm to the Board at 
least annually, the organisational independence of internal audit activity. 
 

2.3 In the context of PSIAS, ‘opinion’ means that internal audit will have done sufficient, 
evidenced work to form a supportable conclusion about the activity it has examined. 
 

2.4 It should be noted that the opinion for both WYITA and WYPTE is that the framework 
of governance, risk management and control had operated adequately.  Due to the 
mutual reliance on systems and processes in operation, a joint audit plan covering 
both WYPTE and WYITA was undertaken in 2013/14 and therefore the annual 
internal audit reports for both these organisations are identical.  The Annual Internal 
Audit report for WYPTE is attached to this paper for information and consideration.  
A copy of the report for WYITA will also be available at the meeting for members to 
inspect if they wish. 

Originator:  Russell Gott 
Internal Audit Manager 
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3. Financial Implications 
 
3.1 None relating directly to the Internal Audit function. 
 
4. Legal Implications 

 
4.1. The Accounts and Audit Regulations 2011 establish requirements relating to systems 

of internal control and the review and reporting of those systems.  Accordingly, the 
West Yorkshire Combined Authority must have in place a process for establishing, 
maintaining and reviewing the system of internal control, governance and risk 
management.   

 
5. Staffing Implications 
 
5.1 None relating directly to the Internal Audit function. 
 
6 Recommendation 
 
6.1. That the Annual Internal Audit Report and Opinion be considered. 
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Background 

UK Public Sector Internal Audit Standards (PSIAS) require the Chief Audit Executive 
to deliver an annual internal audit opinion and report that can be used by the 
organisation to inform its governance statement.  The annual internal audit opinion 
must conclude on the overall adequacy and effectiveness of the organisation’s 
framework of governance, risk management and control.  The results of work 
undertaken within the Annual Audit Plan are designed to support the opinion 
provided in the Annual Internal Audit Report.   

Information 

Annual Reporting Process 

Management are responsible for the system of internal control and should set in 
place policies and procedures to help ensure that the system is functioning correctly. 
Internal Audit review, appraise and report on the efficiency, effectiveness and 
economy of financial and other management controls.  This report is the culmination 
of the work during the course of the year and seeks to: 

 Provide an opinion on the overall adequacy and effectiveness of the
Executive’s framework of governance, risk management and control.

 Provide a summary of the audit work from which the opinion is derived,
including reliance placed on work by other service providers.

 State the level of conformance with the UK Public Sector Internal Audit
Standards and comment on the results of the Quality Assurance and
Improvement Program.

Scope and Purpose of Internal Audit 

There is a statutory requirement under the Accounts & Audit (England) Regulations 
2011 for an internal audit function.  Regulation 6 states that a “relevant body must 
undertake an adequate and effective internal audit of its accounting records and of 
its system of internal control in accordance with the proper practices in relation to 
internal control”.  This role is complemented by initiatives aimed at promoting 
effective corporate governance with particular emphasis on risk management.  It is 
recognised that proper internal audit practices as those contained in the UK Public 
Sector Internal Audit Standards. 

Independence of Internal Audit

Internal audit is an independent and objective assurance and consulting activity that 
is guided by a philosophy of adding value to improve the operations of the Executive. 
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The work of internal audit forms part of the organisation’s overall assurance 
framework providing independent and objective assessment on governance, risk 
management and internal control.  Throughout 2013/14 the Internal Audit function 
has remained organisationally independent.  This is supported through the Internal 
Audit Charter and risk-based audit plan being approved by the board in April 2013.   
 
 
How Internal Control is Reviewed 

 
Internal Audit have developed a risk-based approach to delivering the audit function.  
References have been made to the Executive’s audit universe risk profile which was 
used to form the basis of internal audit’s operational plan.   
 
The review process draws on key indicators of risk to the organisation and attempts 
to ensure that suitable audit time and resources are provided for these areas.  
Factors used in assessing risk include financial materiality, legislative requirements, 
previous audit experience, and the potential for fraud.  This risk based approach to 
audit planning results in a comprehensive range of audits that are undertaken during 
the course of the year to support the overall opinion on the internal control 
environment. 
 
 
Annual Governance Statement (AGS)  
 
The Accounts and Audit Regulations (2011) establish the requirements related to 
systems of internal control and the review and reporting of those systems. 
Accordingly, the Executive needs to have in place a process for establishing, 
maintaining and reviewing the system of internal control and risk management. 
Regulation 4 states that; 
 
“The relevant body is responsible for ensuring that the financial management of the 
body is adequate and effective and that the body has a sound system of internal 
control which facilitates the effective exercise of that body’s functions and which 
includes arrangements for the management of risk”.  
 
“The relevant body must conduct a review at least once in a year of the effectiveness 
of its system of internal control” and “following the review, the body must approve an 
annual governance statement prepared in accordance with proper practices in 
relation to internal control”.  
 
CIPFA/SOLACE have produced a governance framework for the creation of an 
Annual Governance Statement (AGS).  This has been adopted and applied as 
proper practice by the Executive. 
 
The opinion on internal control provided by Internal Audit, based upon the risk - 
based audit plan, is one of the key elements to consider when compiling the AGS.   
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Scope of Internal Audit Opinion 2013/14 

In providing our annual audit opinion, it should be noted that assurance can never be 
absolute.  The most that internal audit can provide is a reasonable assurance that 
there are no major weaknesses in risk management, governance and control 
processes. 

The matters raised in this report are only those which came to our attention during 
our internal audit work in the financial year 2013/14 and are not necessarily a 
comprehensive statement of all the weaknesses that exist, or of all the 
improvements that may be required. 

In arriving at our opinion, the following matters have been taken into account; 

• The results of all internal audits undertaken during the year ended 31 March
2014. 

• The results of follow-up reviews of action taken to address audit
recommendations.

• Whether or not any significant recommendations have not been accepted by
management and the consequent risks.

• The effects of any material changes in the Executive’s objectives and
activities.

Annual Opinion 2013/14 

From the work undertaken during the financial year 2013/14 and taking 
into account other sources of assurance, Internal Audit have reached the 
opinion that the Executive’s framework of governance, risk management 
and control is operating adequately and that there are no outstanding 
significant issues arising from the work undertaken by Internal Audit at the 
time of writing this report.  
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In reaching our opinion the following factors were considered; 
 

Risk Management 

 Risk Framework 

During the period a review of risk management arrangements was 
undertaken.  Whilst recognising that progress had been made in the 
development of risk management arrangements, it was identified that the 
Executive should consider improvements to the identification of the 
organisation’s risk appetite and the application of tolerances and constraints 
to determine the significance of individual risks.  The review also recognised 
opportunities to re-evaluate and agree strategic risks, aligned to corporate 
objectives once it is amalgamated into the West Yorkshire Combined 
Authority.   
 
Overall, it was concluded that risk management arrangements are adequate 
to demonstrate an acceptable level of control. 
 

Project Risks 

 
Two reviews were performed to examine the approach to risk management 
within major projects.  It was established that arrangements broadly complied 
with the PRINCE2 framework and that overall controls operated to adequately 
manage project risks. 
 

Governance 

Yorcard Ltd – Corporate Governance 
 

A review considered corporate governance arrangements in relation to 
Yorcard Ltd.  This is a company limited by guarantee established jointly by 
South Yorkshire Passenger Transport Executive and West Yorkshire 
Passenger Transport Executive to deliver an integrated smart ticketing 
infrastructure in Yorkshire.  The review examined the corporate governance 
arrangements in operation with particular emphasis on providing assurance to 
the Executive that its interests are protected.  The primary recommendations 
concerned the provision of a statement of the review of internal control within 
the organisation’s published financial accounts and improvements to 
consultation and communication of matters considered by Yorcard’s Board. 
 

Code of Corporate Governance 

 
Consideration of the proposed code of corporate governance and scrutiny 
arrangements required for the creation of the West Yorkshire Combined 
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Authority was undertaken along with an evaluation of the impact these 
arrangements would have on the operations of the internal audit function and 
future assurance requirements. 

Project Management 

Reviews of the project governance arrangements for the Pay & Grading and 
Castleford Bus Station Development projects were undertaken to assess 
compliance with PRINCE2 project management principles.  In addition, work 
to identify an assurance strategy and the regular review of these 
arrangements for the SCIPS program was provided. 

It was established that improvements are being realised to the way in which 
projects are managed and recorded as a direct result of the introduction of the 
framework. 

Contract Management 

A review of Metro’s processes for the management and control of contractors 
engaged for the cleaning, repair and maintenance of Metro facilities identified 
the need to develop the co-ordination and increase transparency of the control 
of contractors process across the organisation.  It was also recognised that 
Metro’s strategy for the selection and review of works undertaken by 
contractors should be further developed. 

Our opinion was that arrangements for the control of contractors require 
improvement. In response the Executive have now initiated measures to 
address these issues. 

Internal Control 

Of the 13 reports provided relating to internal control, internal audit assurance levels 
were, 5 well controlled, 7 controlled and 1 requires improvement.  A description of 
internal audit assurance categories is provided in the appendix to this report.   

Recommendations identified as a result of the audit assignments in respect of 
internal control included; 

 A requirement to improve control in relation to the identification and
monitoring of levels of smart ticket stocks held with third-parties prior to
them being uploaded with customer details and activated.

 That system user access rights for the “innovator” customer database
system be improved to provide appropriate access and alignment with
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each individual’s processing responsibilities. 
 

 Strengthening of controls to ensure the robustness and integrity of data 
extracted from the English National Concessions Travel Scheme 
(ENCTS) database system for reporting requirements. 
 

 That issues affecting the future delivery of smart card system “hot list” 
functionality be addressed and that controls be determined to prevent 
the fraudulent use of smart cards prior to roll out. 
 

Third-Party Assurance 

Arrangements are in place to enable Metro tickets to be sold through post 
offices and rail ticket offices.  Under these agreements, organisations are 
required to periodically provide information relating to the value of sales, 
commissions and spoils.    
 
A feature of the overall control environment is that these organisations 
operate robust systems to safeguard ticket stocks and that provide accurate 
information concerning sales income received and the levels of stockholding.  
For 2013/14 the Executive have received assurance statements from the Post 
Office and Northern Rail in relation to the operation of key controls operating 
within these processes. 
 
Leeds City Council (LCC) provides treasury management and related financial 
services under the conditions of a service level agreement.  Internal Audit 
have performed some limited testing of aspects of the processes operated by 
LCC under this agreement.  In addition assurances provided by LCC, 
including the certification of financial information and the opinion issued by the 
council’s own internal audit section were obtained and found to be 
satisfactory. 

Summary of Whistleblowing Cases 

Internal Audit continues to act as the primary contact point for Metro’s 
Whistleblowing Policy.  Arrangements to improve accessibility to information 
and mechanisms to make protected disclosures are provided on the 
Executive’s web site.  In addition, information providing details of the 
Executive’s’ anti-fraud, bribery & corruption arrangements and how to report 
concerns about suspected fraud and/or corruption were provided to 
employees. 
 
During the period no referrals were made to Internal Audit. 
 
The Disciplinary, Conduct and Capability Policy and Procedure includes 
guidance where suspected bribery, fraud or corruption is identified.   
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Audit Performance 

Conformance with PSIAS 

A self-review of compliance with the UK Public Sector Internal Audit Standards 
(PSIAS) and Local Government Application Note has been undertaken.  This has 
been delivered through the completion of the checklist for assessing conformance 
with the PSIAS and Local Government Application Note as produced by the 
Chartered Institute of Public Finance and Accountancy. 
Overall internal audit complies with the requirements of the PSIAS and Local 
Government Application Note although, as with any new standards, there are some 
areas which need to be developed further. 

Areas of Accepted Non Compliance 

The self-review has identified two areas for which there is no associated action and 
by which Internal Audit are proposing to accept the residual risk.  This because after 
close analysis of the requirement and a review of current controls already in place, 
the implementation of an action plan to meet the requirement would be 
disproportionate.  Existing controls in place are sufficient and operating well  

The two areas of non-compliance are: 

 The Chief Executive does not undertake, countersign, contribute
feedback to or review the performance appraisal of the Chief Audit
Executive.

 Feedback is not sought from the chair of the Governance & Audit
Committee for the Chief Audit Executive’s appraisal.

The performance appraisal of the Chief Audit Executive is undertaken by the 
Director, Resources in line with the Executive’s development processes.  This is 
considered as an adequate and robust method of providing feedback on 
performance. 
After consideration of the application of these controls, the areas of non-compliance 
are regarded as low risk. 

Areas for Action

2050 Coordination - Assurance mapping 

The CAE has identified all areas of assurance within the audit universe. 
However, it is accepted that a formal assurance mapping exercise needs to 
be developed as part of the process of identifying and determining the 
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approach to using other sources of assurance. 
 

2110 Governance - Ethics  
 
Internal audit have not performed a specific review of the Executive’s ethics-
related objectives, programmes and activities.  The CAE will continue to 
monitor the level of audit risk in this area and update the Audit Plan to 
accommodate this work if this becomes necessary. 
 

2110 Governance - Information Technology Governance 
 
I.T. governance arrangements were not covered within the scope of the 
2013/14 internal audit plan.  Audit risks have been assessed throughout the 
year and, as a result a strategic review of I.T. has been included within the 
2014/15 Plan. 
 

1210 Proficiency – CMIIA 
 
The Chef Audit Executive is an experienced audit professional and a member 
of the Chartered Institute of Internal Auditors heads of internal audit service.  
During 2014 he has applied for full CMIIA status. 
 
 

Quality Assurance & Improvement Plan (QAIP) 

The QAIP covers all types of Internal Audit activities and is designed to provide 
reasonable assurance that Internal Audit: 

 Performs its work in accordance with its Charter, which is consistent 
with the Public Sector Internal Audit Standards, Definition of Internal 
Auditing and Code of Ethics; 
 

 Operates in an efficient and effective manner; 
 

 Is adding value and continually improving Internal Audit’s operations 
 
 

The self-review forms part of internal audit’s Quality Assurance and Improvement 
Program, (QAIP).  Other elements of the QAIP require audit assignments to be 
subject to a supervisory quality check to ensure that the objectives have been 
achieved and that recommendations made are consistent with the findings and 
evidence recorded.  In addition, feedback questionnaires which ask managers to 
assess the overall performance of the audit, the auditor’s approach, and the quality 
of the report are issued on completion of each individual review. 
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Continuing Professional Development 

In a changing environment it is important that Internal Auditors are kept informed of 
the latest audit methodologies, changes in legislation as well as changes to the 
public sector arena so they can have the necessary skills and knowledge to fulfil 
their roles.  Primarily, this is provided through the Institute of Internal Auditors 
professional briefings and the Executive’s development review processes aligned 
with professional competences.  This enables strengths and weaknesses to be 
identified and allows training to be focused on each individual’s specific 
requirements. 

Reporting

Arrangements for reporting on internal audit activities have continued through the 
Audit Committee.  The Group’s primary roles are to promote internal control through 
a systematic review of internal control procedures and to consider arrangements 
relating to internal and external audit.  The Terms of Reference for the Audit 
Committee were reviewed in March 2013. 

Measures for the recording, reporting and follow-up of audit recommendations have 
continued through the use of Covalent, the Executive’s corporate performance 
management system. 
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Performance Indicators 

A range of performance indicators have been developed for Internal Audit 
based on costs for 2013/14 and other identified timescales. 

 Benchmark1 
  Actual      Average 

Cost Per Audit Day £197   £273 

Mainline Audit Days Per £m Turnover  2.81    2.68 

Cost Per Auditor  £41350   £51190 

Days Per Auditor   184     183 

Sickness Days    2.8  5.6 

Annual Audit Plan 
Completion of audit reviews identified within the plan – Target    100% 
Actual performance    98% 

Client Feedback 
Post audit client questionnaire ratings of “2” or better - Target  90% 
Actual performance   95% 

Issuing Reports 
Internal Audit reports to be circulated within 5 working days of 
audit closure – Target   90% 
Actual performance   78% 

Fraud Response 
Formally respond to notifications of suspected fraud, bribery 
or corruption within 2 working days – Target    100% 
Actual performance     100% 

This data confirms that the Internal Audit function is performing well against 
public sector benchmarks and is attaining the targets set. However, the one 
area for improvement concerns the issuing of internal audit reports.  From 
April 2014 arrangements for senior officer review of draft reports has changed.  
This should result in an improvement against this performance indicator. 

1
 CIPFA auditing  benchmark comparator 
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Client Feedback

As part of internal audit’s commitment to ensuring the highest professional standards 
and to ensure that we are continually improving the quality of work produced, a 
customer satisfaction questionnaire is issued at the end of each audit assignment.  
The responses received have been analysed and indicate good scores in all criteria.  

The cumulative results from questionnaires completed throughout 2013/14 are: 

Question 1 2 3 4 

1 Communication prior to the audit work was 
appropriate and I was aware of visit dates and audit 
objectives. 

9 2 

2 Throughout the audit process I was kept informed of 
the work being done and issues arising. 

7 4 

3 Internal audit staff demonstrated a good 
understanding of the business and associated risks 
(or took the time to develop such understanding 
during the audit process). 

9 2 

4 Internal audit staff demonstrated a pragmatic 
approach to developing solutions to issues identified 
during the audit. 

6 4 1 

5 The audit report was issued in a timely fashion and 
was a fair summary of audit findings and 
management responses. 

5 4 2 

6 Internal audit staff acted in a professional manner 
throughout the assignment. 

9 2 

Scale ; 
1 = Strongly agree, 2 = Agree, 3 = Disagree, 4 Strongly disagree 

Audit Plan 2013/14 
Details of the work performed by Internal Audit in 2013/14 are provided below; 
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Audit Area 
 

Assurance 
 

Directorate 
 

Status 

Interreg ITRACT- 
Review & Grant 
Certification  
 

Periodic report and claim 
certification including 
physical verifications. 

Resources 
Passenger 
Services 
Development 
 

Completed 

AGS - Support & Input  
 
 

Examination, input and 
provision of information in 
support of the annual 
governance statement. 
 

Resources Completed 

Value for Money – 
Estate Management 
 
 

To identify costs 
associated with the 
provision of Metro 
facilities and compare 
them with national public 
sector indicators. 
 

Passenger 
Services 
 

Completed 

Health & Safety 
 
 

Health &Safety Policy 
meets legal requirements 
as provided in the Health 
& Safety at Work Act. 
 

Resources 
Passenger 
Services 
Development 

Completed 

Travel Centre 
Procedures  
 
 

Adequacy of ticket sales, 
cash handling, security, 
reconciliation and review 
processes. 
 

Passenger 
Services 
 

Completed 

LTP Capital Programme 
Management 
 
 

Systems and procedures 
operated to control the 
allocation of payments 
and provide evidence of 
eligible expenditure. 
 

Resources 
Passenger 
Services 
Development 

Completed 

Anti-Fraud & Corruption  
 
 

Completion of annual 
fraud return 

Resources 
Passenger 
Services 
Development 

Completed 

Tendered Services 
 
 

Tendering arrangements, 
batches, de minimis 
contracts, insurance, 
operator’s licences, lost 
mileage, payment 
calculations and 
processes. Contract 
compliance measures for 
public and education 
services.  
 

Passenger 
Services 
 

Completed 
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Audit Area Assurance Directorate Status 

LTP Block Settlement – 
Audit & Certification 

Head of IA assurance. 

Examination of 
certifications provided by 
local authorities. 

Resources 
Passenger 
Services 
Development 

Completed 

Procurement 

Review of the existence 
and operation of key 
controls including 
tendering, ordering, 
commitments, 
compliance with sofr’s, e-
procurement processes. 

Passenger 
Services 

Completed 

Project Governance 
Arrangements – Pay & 
Grading 

Compliance with 
PRINCE2 project 
management framework. 

Resources Completed 

Prepaid Tickets & 
Concessionary Travel 

Arrangements for 
accounting for stocks, 
cash, Haven system 
controls and reporting, 
calculations of prepaid 
ticket pool and 
distribution, 
concessionary fares 
reimbursements, on 
account payments and 
quarterly adjustments. 

Passenger 
Services 

Completed 

English National 
Concessions Travel 
Scheme 

Data handling and 
protection requirements, 
access rights to ENCTS 
database, agreements 
with the third parties 
concerning the handling 
and maintenance of 
ENCTS data. 
Validation rules for 
applicants to provide 
evidence of identity, 
residency and a photo.  

Passenger 
Services 

Completed 

Castleford Bus Station 
Development – Project 
Assurance 

Compliance with 
PRINCE2 project 
management framework 

Development Completed 
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Audit Area Assurance Directorate Status 

Payroll 

Review of the operation 
of key controls including 
arrangements for 
Starters, leavers, pay 
points, members’ 
allowances, expenses & 
deductions. 

Resources Completed 

Counter Fraud 
Raising fraud awareness 
through internal 
communications. 

Resources 
Passenger 
Services 
Development 

Completed 

ITA Cashbook/Treasury 
Management 

Review of the operation 
of key controls including 
Treasury management, 
segregation, review, 
authorisation, third part 
services and assurances. 

Resources Completed 

SCIPS Program 
Assurance 

Review of program 
assurance arrangements. 

Passenger 
Services 
Development 

Completed 

Debtors 

Test arrangements for 
Write offs, requisitioning, 
reporting, review of 
accounts, debt age 
monitoring and reporting. 

Resources Completed 

Yorcard Governance 
arrangements 

To assess the corporate 
governance arrangements 
in operation with particular 
emphasis on providing 
assurance to Metro that its 
interests are protected 

Passenger 
Services 

Completed 

Unannounced Stock & 
Cash Checks 

Cash ups, stock counts 
throughout Metro 

Passenger 
Services 
Resources 

Completed 

Risk Management 

Assess the reliability of 
systems for ensuring that 
risk management 
arrangements are 
adequately administrated, 
authorised and recorded. 

Resources 
Passenger 
Services 
Development 

Completed 
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Audit Area Assurance Directorate Status 

Creditors Systems 

Review of the operation 
of key controls including 
Segregation, 
authorisation, 
reconciliation of 
statements and bacs 
controls. 

Resources Completed 

Main Accounting 
Systems  

Review of the operation 
of key controls including 
System user rights, 
review, control, adequacy 
and timeliness, budgetary 
control, systems interface 
– education, haven, and
payroll. 

Resources Completed 

NGT – Project 
Assurance 

Examination of project 
risk management 
arrangements 

Development. Completed 

LSSE – Project 
Assurance 

Examination of project 
risk management 
arrangements 

Development. Completed 

Value for Money Review 
– H.R.

To identify costs 
associated with the 
provision of H.R. 
functionality and compare 
them with national public 
sector indicators. 

Resources Drafted 

Gifts, Interests & 
Hospitality -  

Adequacy of 
arrangements, review of 
records, procedures, 
controls 

Resources 
Passenger 
Services 
Development. 

Completed 

Operator Farebox 
Revenue Reviews - 

Review of information 
provided by operators.  
Declared revenue 
checked to operators 
accounting records and 
prime documentation. 

Passenger 
Services 

Completed 

Expenses & Allowances 
-  

Review of officer 
expenses reimbursed 

Resources 
Passenger 
Services 
Development 

Completed 
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Audit Area Assurance Directorate Status 

Code of Corporate 
Governance 

Consultation into code of 
corporate governance 
and scrutiny 
arrangements for 
Combined Authority. 
Impact on I.A. operations 
and provision of 
assurance. 

Resources 
Passenger 
Services 
Development 

Completed 

Adding Value 

Throughout the year we have provided advice over and above the core objectives of 
giving internal control assurance and recommending effective systems 
improvements to management. 

This included; 

 Adding value through the strategic focus of internal audit and adopting a
risk-based approach by linking work in the strategic audit plan to the
Executive’s corporate risks.

 We identified changes to the original audit plan in response to changing
priorities and activities undertaken in the year.

 In undertaking our reviews we specifically focused on the Executive’s own
controls and the wider control environment, providing advice and examples
of best practice.

 We have assisted the Executive in the further development of risk
management through consultation and a specific review of risk
management and by consideration of risks as part of each individual audit
assignment.  In addition, advice has been provided in relation to achieving
improvements to the risk culture within Metro.

 Undertaken work in addition to the internal audit plan in relation to the
development of smart card systems and other project assurance activities.

Value for Money 

Internal audit have completed value for money reviews of processes in operation for 
estate management and the provision of H.R. services.  Actions resulting from these 
reviews include the development of measures to improve energy consumption at 
Metro facilities and improve the effectiveness of the provision of H.R. services.
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Appendix 

Assurance Level Definition 

Well Controlled There is a robust control framework in place for the 
system.  

All necessary controls are in place and are operating 
effectively. 

Any recommendations made are low risk and relate to 
enhancements of existing controls. 

Controlled There is an acceptable control framework in place. 

*Key controls are in place and operating effectively.

Some changes to controls and how they operate would 
be beneficial. 

Recommendations made are moderate or a combination 
of moderate and low risk, including the development of 
existing controls, and do not relate to key controls. 

Requires 
Improvement 

Controls in place for some elements of the system are 
not always appropriate or effective or are not 
consistently applied. 

Recommendations made are of high or a combination of 
high and moderate risk concerning the operation of key 
controls. 

Poorly Controlled There is an inadequate control framework. 

*Key controls are absent or not operating.

The operation of the system is currently providing an 
unacceptable risk. 

Recommendations made are high risk concerning the 
operation of key controls. 
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ITEM 10 
 

Report to:  Governance and Audit Committee 
 
Date:   29 July 2014   
 
Subject: Review of Internal Control and Effectiveness of Internal Audit 
 
 
1 Purpose 
 
1.1 To inform the Committee of the outcome of a review of internal control and the 

effectiveness of internal audit.  
 
2 Information 
 
2.1 There is a requirement under the Accounts and Audit (England) Regulations 2011 

that ‘The relevant body must conduct a review at least once in a year of the 
effectiveness of its system of internal control…..The findings…must be 
considered….by the members of the body meeting as a whole.’ There is a further 
requirement that ‘A larger relevant body must, at least once in each year, conduct a 
review of the effectiveness of its internal audit.  The findings of the review…must be 
considered, as part of the consideration of the system of internal control … by the 
committee or body…’   As a Combined Authority the appropriate body to consider 
these reviews is the WYCA via a recommendation from the Governance and Audit 
Committee. 

 
2.2 The review of the system of internal control is effectively set out in the Annual 

Governance Statement (AGS) which is required to be included in the annual 
accounts. This sets out the governance framework in place during the year and is in 
accordance with the guidance set out by CIPFA/SOLACE.  It is also informed by the 
work undertaken by internal audit in the year and their overall conclusion in their 
Internal Audit Annual Report which is ‘From the work undertaken during the 
financial year 2013/14 and taking into account other sources of assurance, Internal 
Audit have reached the opinion that key systems are operating adequately and that 
there were no fundamental breakdowns of controls resulting in material 
discrepancy.’ The AGS for the year to 31 March 2014 is included in the 2013/14 
annual accounts under item 11 on this agenda. 

 

Originator:  Angela Taylor, 
Director, Resources 
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2.3 The Director Resources has undertaken a review of internal audit, using the Public 
Sector Internal Audit Standards (PSIAS) checklist and the information in the Internal 
Audit Annual Report which sets out the work undertaken in the year.  The overall 
conclusion is that the internal audit function complies with the necessary standards 
and has worked to an adequate standard during the year.  There are a few instances 
of non-compliance with the PSIAS but these are deemed immaterial (they include for 
instance the non-involvement of the Chair of the Governance and Audit in staffing 
appraisals for the Internal Audit Manager) and a number of partial compliance 
mainly arising from the transition from previous working arrangements to those 
appropriate for the WYCA governance.  These areas will be addressed as the 
governance arrangements of the Combined Authority are developed during 2014/15. 

 
3 Financial Implications 
 
3.1 None arising directly from this report.   
 
4 Legal Implications 
 
4.1 None arising directly from this report. 
 
5 Staffing Implications 
 
5.1 None arising directly from this report. 
 
6. Recommendations 
 
6.1 That the Committee approve the outcome of the review of internal control and of 

the effectiveness of internal audit. 
 

49



 
 
 
 

ITEM 11 
 

Report to:  Governance and Audit Committee 
 
Date:   22 July 2014 
 
Subject: Internal Controls and Financial Monitoring 
 
 
1. Purpose 

 
1.1. To consider any changes to the arrangements for internal control in the West 

Yorkshire Combined Authority since the last meeting of the Committee and to 
consider the current financial position. 

 
2. Information 
 
2.1. This paper is provided to each meeting of the Governance and Audit Committee and 

provides information and assurance on governance issues.  Any changes to, or 
failures of, internal control will be reported along with significant risk issues and an 
update on the budget position for the current year. 

 
Internal controls 

 
2.2. There have been no significant changes to internal controls in the period.  Key 

financial controls continue to be carried out monthly and recorded on the 
performance management system; these are monitored at monthly management 
meetings and are all up to date.  In addition regular governance meetings continue 
to be held with Leeds City Council to consider and review the transactions relating to 
investments, treasury management being carried out jointly with LCC. 

 
Financial monitoring – revenue budgets 
 

2.3. The final position for the 2013/14 budget is covered by a separate agenda item 
which seeks approval to the annual accounts for the year. 

 
2.4. The 2014/15 budget was set by the former West Yorkshire Integrated Transport 

Authority in February 2014 and re-endorsed by the WYCA at its meetings in April and 
May.  Set out below is the current position against that approved budget. 
 

Originator:  Angela Taylor 
Director, Resources 
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WEST YORKSHIRE COMBINED AUTHORITY BUDGET

All £000's Original Latest
budget Estimate
2014/15 2014/15

Concessionary travel 53,242 53,672
Subsidised Services 19,490 19,005
Passenger Services 8,172 8,185
Prepaid Tickets 31,000 31,000
Rail - Franchise Costs 64,209 64,209
Rail - additional services 182 182
Pensions 1,431 1,431
Savings/cuts 0 0
Financing charges 7,356 7,270
Combined Authority 67 67
Strategic priorities-rail dev/QC's 250 250
Development & Corporate 6,045 6,134

191,444 191,405

Prepaid Tickets -31,000 -31,000
Special Rail Grant -64,209 -64,209
Levy -96,198 -96,198
Use of reserves 37 -2

Remaining reserves at year end 5,892 6,572

Reserves at 31 March 14 6,570  
 

2.5. Expenditure so far this year is in line with budget, with an increase in concessionary 
travel reimbursement costs being offset by savings on bus tendered services.  There 
are a few minor variations on other lines but nothing of any significance.  The 
improvement in the projected reserves by the end of the year reflects the improved 
year end position which is reported in the item on the annual accounts elsewhere on 
this agenda. 
 

2.6. Work is underway to update the medium term financial strategy which will inform 
the budget process for 2015/16.    

 
Financial monitoring – capital budgets 

2.7. Capital spending on transport in West Yorkshire has been guided by the statutory 
West Yorkshire Local Transport Plan.  The LTP covering 2011-2026 was produced 
jointly by the ITA with the District Councils and three year delivery programmes have 
subsequently been jointly developed. 

2.8. The final expenditure on capital for 2013/14 is set out in the agenda item on the 
annual accounts. 

2.9. The outline capital budget for 2014/15 was approved by the Integrated Transport 
Authority at its meeting in February, along with the allocation to partners, in 
accordance with the joint three year delivery programme.  It was recognised at that 
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time, and upon the subsequent re-approval of that funding and programme by the 
WYCA in April, that this may need to be reviewed following the submission of the 
LEP’s Strategic Economic Plan (SEP) for local growth funds. 

2.10. The announcement on 7 July of the Leeds City Region Growth Deal of significant 
funding for the West Yorkshire plus Transport Fund will necessitate a review of the 
resources required to deliver the Fund.  A number of other transport schemes 
included in the SEP bid did not receive funding through this process and it will be 
necessary therefore to establish if the current LTP funded programme or indeed the 
WY+TF schemes require revising.  The request from the WYCA to put together a 
single transport plan will assist in confirming and identifying those priorities. 

2.11. Notwithstanding these reviews there are a number of schemes in the capital 
programme that are already underway and continue to make good progress.  These 
include Leeds Station Southern Entrance, rail stations at Low Moor, Kirkstall Forge 
and Apperley Bridge, smartcards and the cycle superhighway.  An element of funding 
has been carried forward from 2013/14 to assist in funding these schemes.   At 
present all transport capital expenditure is funded by grant in the form of the 
Integrated Transport Block or through specific funding awards such as Local 
Sustainable Growth Fund and Department for Transport major scheme funding.  The 
IT Block funding is transferable from one year to the next; most of the other project 
specific funding is subject to certain deadlines.  Of the schemes currently being 
delivered in 2014/15 adequate funding is available for them all. 

2.12. Funding is paid quarterly to the Districts to enable this to progress and regular 
reporting and monitoring of the programme implementation is carried out. 

Risk management 
 
2.13. The risk management arrangements that were in place for the ITA and PTE have 

been adapted for the WYCA.  At its last meeting the Committee noted the revised 
risk policy statement. 

 
2.14. The risk policy and manual which set out the detailed arrangements for risk 

management in the organisation have been updated to reflect the change to a 
Combined Authority.  This reconfirms the arrangements in place for risk and the 
reporting of any changes to existing risks or emergence of new risks.  Detailed risk 
registers at departmental and project level continue to be regularly reviewed and 
monitored.  No significant changes to risks have been identified through this process 
since the last meeting of this Committee.  A revised overarching strategic risk 
register for the organisation is under development and will be brought to the next 
meeting of this committee for consideration. 
 

2.15. The Annual Governance Statement which accompanies the annual accounts forms 
part of another agenda item and includes a review of governance arrangements in 
place, including risk management.  Similarly the internal audit annual report gives an 
opinion on the risk management arrangements that were in place during the 
previous year. 
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3. Financial implications 
 
3.1. As set out in the report. 
 
4. Legal Implications 
 
4.1. None arising directly from this report. 
 
5. Staffing Implications 
 
5.1. None arising directly from this report. 
 
6. Recommendations 
 
6.1. That the Committee note the report. 

 

53



 

 
 
 
 

ITEM 12 
 

Report to:  Governance and Audit Committee 
 
Date:   29 July 2014   
 
Subject: Approval of Annual Accounts for 2013/14 
 
 
1. Purpose 
 
1.1. To present to the Committee the annual accounts for2013/14 for the West Yorkshire 

Passenger Transport Executive (WYPTE) and the West Yorkshire Integrated Transport 
Authority (WYITA). 
 

1.2. For the Committee to recommend approval of these accounts to the West Yorkshire 
Combined Authority (WYCA). 

 
2. Information 
 
2.1. At its last meeting this Committee considered the plans produced by the external 

auditor Deloitte for their audit of the WYITA and WYPTE, the WYCA being the body 
required to approve these accounts following the dissolution of them at 31 March 
and their transfer to the WYCA. 
 

2.2. The annual accounts have now been produced and Deloitte has completed its audit 
work.  This report provides the information required to consider the accounts and 
recommend them to the WYCA for approval.  The following appendices are attached: 
 
Appendix 1 Final accounts of WYITA 
Appendix 2 Final accounts of WYPTE 
Appendix 3 Treasury management statement 
Appendix 4 Schedule of capital expenditure in the year 
Appendix 5 Auditors’ final report on WYITA 
Appendix 6 Auditors’ final report on WYPTE  

 
2.3. The statutory deadline for the approval of the annual accounts is 30 September.  In 

line with the approach taken in previous years the accounts closedown, production 
and audit takes place in early summer.  Following this Committee’s consideration of 

Originator:  Angela Taylor 
Director, Resources 
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the accounts a report will be taken to the next meeting of the WYCA, on 18 
September, to formally approve the accounts.  The draft accounts were approved for 
audit by the s151 officer, in accordance with legislation. 
 

2.4. Both sets of accounts have been prepared on an International Financial Reporting 
Standards (IFRS) basis in accordance with the CIPFA Code of Practice on Local 
Authority Accounting UK.  Having been prepared on this basis for some years the 
format and presentation of the accounts has changed little since last year. 
 

2.5. There are a number of accounting matters common to both sets of accounts which 
are drawn to the Committee’s attention.  The Committee is also asked to note that 
there are still one or two minor disclosure amendments to the accounts being 
discussed but these will not have any impact on the figures presented or the results 
for the year. 
 

2.6. International Accounting Standard (IAS)19 Employee Benefits requires a particular 
accounting treatment of pension costs and liabilities.  In effect the accounts provide 
a snapshot in time of the organisation’s element of the West Yorkshire Pension Fund 
at the balance sheet date, based on information from the actuaries.  In common with 
most local authorities this results in a deficit on the scheme but under the Account 
and Audit Regulations (England) 2011 this apparent deficit is funded by the creation 
of a corresponding reserve.  The reality is that the deficit in the scheme is being 
addressed through the annual employer contribution rates set by the actuary and 
will reduce within the required timescales.  The liability will only crystallise should 
either the West Yorkshire Pension Fund cease to exist or the WYITA/WYPTE cease to 
exist without a successor organisation to take on the liability.  The West Yorkshire 
Combined Authority has taken on this responsibility as part of the statutory order 
that created it. 
 

2.7. The going concern principle is always required to be considered as part of the year 
end process.  The outcome of the accounting entries for pensions set out in the 
previous paragraph results in a negative balance sheet which would ordinarily give 
rise to a question regarding going concern.  However, as explained it is not thought 
likely that the deficit will crystallise hence going concern is not relevant.  It is 
however also relevant in the context of the dissolution of the organisations and their 
replacement with the WYCA.  The IFRS Code’s underlying assumption is that 
accounts shall be prepared on a going concern basis where the functions of the 
‘authority’ will continue in operational existence for the foreseeable future.  
Transfers of services under combinations of public sector bodies do not negate the 
presumption of going concern.  The West Yorkshire Combined Authority Order 2014 
confirms that the functions, assets and liabilities of the WYPTE and WYITA continue 
under a Combined Authority and this is the basis for adopting the going concern 
principle. 
 

2.8. Impairment – officers have considered, in preparing the accounts, whether there are 
any circumstances arising in the year that would trigger the need for an impairment 
review of the carrying value of the properties of the WYITA and WYPTE.  The 
conclusion is that there are none. 
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2.9. Accounting policies – these have not changed from those approved in previous 
years. 

 
Final accounts of the WYITA (Appendix 1) 

 
2.10. WYITA’s accounts include the financial statements for the WYITA as a single entity 

and group accounts which consolidate the results of the WYPTE.  The accounts 
comply fully with the required accounting standards but the statutory format of the 
income and expenditure account both summarises the majority of expenditure into 
one line and also does not require a comparison against budget.  The foreword to 
the accounts shows perhaps a more useful presentation comparing the actual results 
against the budget detail as agreed at the WYITA budget meeting and endorsed by 
the WYCA at its inaugural meeting.  In both instances the key figure to note is the use 
of reserves figure which is the same in both presentations. 
 

2.11. The overall result for the year for the group ie WYITA and WYPTE combined is a 
transfer to reserves of £2m compared to the budgeted position of £1.4m.  
Concessionary travel costs were very slightly over budget (by £73k), along with bus 
tendered services (£92k) but savings have been recorded on all other budget lines.  
Financing costs were £34k lower than budget due to the increased income generated 
by higher than expected cash balances.  Staffing savings were made across all areas 
as a result of vacancy savings and in addition there was a reduction in planned 
consultancy expenditure and on the costs of setting up the WYCA.  Savings have 
been made across a range of contracts in place, including printing, bus real time 
systems and bus station security costs. 
 

2.12. The balance sheet is in line with 2012/13 with the exception of short term 
investment and grants received in advance.  As set out in the Treasury Management 
Statement below the WYITA has received a large number of grants in advance which 
has increased short term cash balances.  These have then been invested in 
accordance with the policy. 
 
Final accounts of the WYPTE (Appendix 2) 
 

2.13. The net cost of the activities of the WYPTE is funded by a grant from the WYITA and 
hence the result for the year for the WYPTE is a breakeven position.  A narrative 
regarding the expenditure for the year against that budgeted is covered within the 
commentary above regarding the results for the group. 
 
Treasury Management statement (Appendix 3) 
 

2.14. The Treasury management statement and report for the year is set out in appendix 
3.  Whilst this refers to the WYITA the same prudential borrowing rules will apply to 
the WYCA and the arrangements in place are being continued through to 2014/15.  
The announcement of the Local Growth Fund and the significant funding for the 
West Yorkshire plus Transport Fund will necessitate a review of the current treasury 
management arrangements.  In addition there is an intent for the WYCA to become 
the accountable body for the LEP from 1 April 2015 and again this will impact on the 
current arrangements. 
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Capital expenditure (Appendix 4) 
 

2.15. Capital expenditure in 2013/14 totalled £57.661m, for which a grant of £49.784m 
was made from the WYITA to the WYPTE.  An LTP Integrated Transport Block grant of 
£19.318m was received in the year, as well as a Highways Maintenance grant of 
£25.511m.  Funding was also received from successful bids to the Cycle City Ambition 
Fund, Better Bus areas and green technology.  Elements of funding will be carried 
forward to 2014/15. 
 

2.16. Capital schemes in the year include a number of highways works, investment in 
shelter replacements, a new website, contributions to rail schemes as well as 
preparatory work on the NGT trolleybus scheme, rail stations and Leeds Station 
Southern Entrance. 
 

2.17. A full schedule of capital expenditure undertaken in 2013/14 is shown in Appendix 4 
with the funding included in the treasury statement at appendix 3. 
 
Auditors Final Report (Appendices 5 and 6) 
 

2.18. Deloitte have completed their audit work on the annual accounts and their 
conclusions are set out in their Final Reports.  The Committee is required to consider 
these reports before considering approving the annual accounts.  The Audit Manager 
will be in attendance at the meeting to present their reports and answer any 
questions. 
 

2.19. The two reports are inevitably very similar, with any matters considered for the 
WYPTE being valid for the WYITA as it forms part of the group accounts.  The key 
messages are set out in the ‘Big Picture’ on page 1 of the reports which confirm that 
an unmodified audit opinion is to be given on the financial statements and an 
unqualified value for money conclusion. 
 

2.20. The rest of the reports go on to consider how the audit risks identified at the 
planning stage have been addressed and the outcome of that work.  They also set 
out observations on the internal control environment.  In all these areas there are no 
findings or deficiencies that the WYCA is required to address. 
 

2.21. Prior to approval of the accounts in September the auditors will require a 
representation letter to be signed by management.  This is a standard part of the 
process and effectively provides assurances that the WYCA has provided all 
necessary information and disclosures to the auditors. 
 

2.22. Prior to presenting the annual accounts to the WYCA in September for approval 
Deloitte will consider with management whether anything has occurred in the period 
from this meeting to the date of the signing of the accounts which would require any 
changes to the accounts.  If this is the case then this will be set out in full in the 
report to the WYCA. 
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2.23. The Committee should also note that in order for Deloitte to issue an audit 
completion notice as well as the audit opinion they need to audit the Whole of 
Government Accounts submission.  This is, as usual, being done over the summer 
and is expected to be complete by the time the WYCA is asked to approve the 
accounts. 

 
3. Financial implications 

 
3.1. The audit fee is set nationally by the Audit Commission and is included in the WYCA’s 

2014/15 budget.  Future audit fees will be the subject of a consultation process with 
the Audit Commission. 

 
4. Legal Implications 

 
4.1. None arising directly from this report. 
 
5. Staffing Implications 
 
5.1. None arising directly from this report. 
 
6. Recommendations 
 
6.1. That the revenue and capital grants to the WYPTE as set out in the report be 

recommended for approval. 
 

6.2. That the Treasury Management policy and report and that the methods of capital 
funding in appendix 3 be recommended for approval. 
 

6.3. That Deloitte’s final reports be noted. 
 

6.4. That the Committee recommend for approval to the WYCA the attached annual 
accounts for the WYITA and WYPTE for the year ended 31 March 2014. 
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Appendix 3 

TREASURY MANAGEMENT STATEMENT 2014/15 
AND REVIEW 2013/14 

1. The following sets out the results of the West Yorkshire Integrated Transport
Authority's borrowing and lending transactions in 2013/14 in accordance with
the CIPFA Code of Practice "Treasury Management in Local Authorities"
adopted by the Authority.

2. BORROWING AND INVESTMENT

£m £m
Total Loans outstanding at 1 April 2013 78.5

Less Loan Repayments -1.0

New Loans acquired PWLB EIP 0.0
LOBOs 0.0 0.0

Change in level of temporary loans 0.0

Loans outstanding at 31 March 2014 77.5

2.1 The schedule of the loans outstanding at 31 March 2014 is set out in the 
notes to the accounts and is shown in the annex at the end of this 
appendix. 

2.2 The WYITA’s cash balances have been increasing in recent years due 
primarily to large grant payments for capital schemes being received in 
advance.  These are therefore of a cashflow benefit but cannot be used 
to repay borrowing as they are not long term positions.  Placing sums on 
deposit across a number of institutions both reduces exposure risk by 
ensuring there is not an over reliance on one bank and allows a higher 
return than leaving the money on overnight deposit.  The WYITA’s 
regulations on placing money on deposit were therefore reviewed during 
the year and some changes approved regarding the duration of deposits. 
The quality of the counterparties with whom such deposits can be made 
has not been changed and remains restricted to those of a high calibre.  
This follows similar arrangements to those in place at Leeds City Council 
whose Treasury team assist in managing the WYITA funds. 

2.3 At the year end WYITA had placed four sums totalling £27.5m on 
deposit with different counterparties, each for a year’s term but 
staggered to enable a review of cashflow to be made each quarter and 
each re-investment therefore reconsidered before being placed again.  
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This approach has worked well to date and has increased the interest 
income for the organisation. 

 
3. COMMENT 

 
3.1 2013/14 has seen a continuation of the overall situation from previous 

years, with interest rates remaining low.  Bank base rate has continued 
at its record low of 0.5% and this has restricted opportunities to refinance 
loans and to place money on the market at competitive rates. 
 

3.2 Regular advice was received about the financial market which was 
closely monitored on behalf of the WYITA by Leeds City Council.  
Application of the stringent treasury management policy assisted in 
ensuring that the WYITA’s funds were held securely.  The agreed policy 
is to seek to minimise the rate at which the WYITA borrows and 
refinance existing debt when it is advantageous to do so.  There have 
been no such opportunities to do so in the last year and the biggest 
challenge has been to seek to make best use of increasing cash 
reserves.  As set out in 2.3 above an opportunity to do this within the 
current investment criteria which are aimed at protecting balances and 
not maximising income has been achieved. 

 
3.2 The money market is being constantly monitored to ensure that the 

WYITA’s bank account is maintained with a minimum cash balance 
(nearly always below £1,000) with temporary borrowing and investments 
being used as appropriate.  A special business reserve account has 
been used previously to ensure interest from overnight funds is 
maximised but in the current climate the available rate is neglible.  Funds 
are being left in the current account where they attract an interest rate 
close to base rate.  Longer term investments (subject to a maximum 
term and exposure) are made as required to secure better returns from 
surplus funds. 

 
3.3 As can be seen from Appendix 2 the loan portfolio has only reduced 

during the year by £1m due to the instalment repayment of the EIP loan.  
This follows a reduction in the previous year also, due to all WYITA 
funding having been received as direct grant in recent years.  Previously 
capital expenditure had been financed through borrowing.  The WYITA 
therefore has no need to make further long term borrowing and is 
instead in a position where borrowings will need to reduce to meet the 
requirements of the prudential code. 

 
3.4 This situation is now likely to change as the WYCA considers the 

implication of the funding received through the local growth deal for the 
West Yorkshire plus Transport Fund.  It is highly likely that as an integral 
part of such a Fund borrowing will be required to assist in maximising the 
funding available and also to assist with cashflow of the infrastructure 
investment.  The implications of this on the Treasury Management Policy 
will be considered and progress will be reported back to this Committee. 
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3.5 It has previously been reported to this Committee that the instability in 
the banking sector had led to increased difficulties in managing the 
Authority’s exposure risk.  Previously the Authority was able to choose to 
invest surplus funds in a wide range of British and overseas banks with 
very high credit ratings and which delivered a useful interest income 
stream.  Since the start of 2009/10 the number of institutions meeting the 
necessary credit ratings had fallen significantly and within the UK the 
takeover of high street banks by other high street banks further reduced 
the scope available.   

 
3.6 As well as it being difficult to place funds on the market the interest rates 

available have been extremely poor, reflecting the very low bank base 
rate.  The policy that continued to be followed during the year was 
therefore to seek to repay loans if an appropriate opportunity was 
identified and fund any short term funding shortfall with a short term loan.  
This was not possible during the year, largely due to the low interest 
rates attached to the current loans and also due to the prevailing PWLB 
rates. 

 
3.7 The average borrowing rate for the Authority continues to be at below 

4.5%, well ahead of many local authorities. 
 

3.8 As has been stated all rates continue to be constantly monitored to see if 
any further refinancing can be undertaken, either to take advantage of 
opportunities to reduce the Authority’s exposure risk or to reprofile the 
debt to assist in making repayments in the coming years.   

 
3.9 The prudential limits set in February are reviewed below. 

 
 
4 TREASURY MANAGEMENT 

 
4.1 All placement of funds during 2013/14 was undertaken by Leeds City 

Council in accordance with rules approved by the WYITA adopting the 
advice from the Chartered Institute of Public Finance and Accountancy 
(CIPFA).  This ensured all investment decisions not merely sought the 
highest return but sought to ensure the safety of those funds and to limit 
the WYITA’s exposure to any one organisation.  

 
4.2 As stated above the WYITA’s investments and cash position are 

monitored on a daily basis to ensure any available balances are 
promptly invested.  

 
 

5 PRUDENTIAL BORROWING CODE 
 

5.1 The 2003 Local Government Act requires local authorities to have regard 
to the prudential code. Under this code Members approve a treasury 
management policy and review the prudential indicators for the year. 
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5.2 Members at the WYITA budget meeting in February 2014 took the 
appropriate decisions for 2014/15.  The WYCA re-endorsed these at its 
first meeting on 1 April.  Any changes to the capital programme or 
changes as a result of the WY+TF will be considered to ensure there is 
no resultant requirement to amend the prudential indicators.  Members 
can, having regard to changing circumstances, approve amendments 
during the year.  This may become necessary as the creation of the 
West Yorkshire Transport Fund progresses. 

 

5.3 It is therefore recommended that the following decisions, as taken in 
February 2014, are endorsed: 

 

5.4.1 That the treasury management policy shall be:  
 

5.4.1.1 That the WYCA adopts the CIPFA code of practice for 
Treasury Management in the Public Sector. 

 
5.4.1.2 To operate the financing on a short term basis to 

minimise both investments and income to avoid taking 
out expensive loans and re-lending them at a lower 
rate of interest. 

 
5.4.1.3 That there shall be no long term investments for a 

term of greater than one year; 
 
5.4.1.4 To utilise the expertise of the treasury management 

team in Leeds City Council for future years. 
 
5.4.1.5 To use the following rules for short term investments:- 
 

5.4.1.5.1 the investments shall be determined by the 
Chief Financial Officer. 

 
5.4.1.5.2 the Chief Financial Officer shall determine 

the amounts and periods. 
 
5.4.1.5.3 the procedural document as approved for 

their Treasury Management Division by 
Leeds City Council shall be adopted in 
relation to the authority’s short-term 
investments encompassing the council’s list 
of approved financial organisations and the 
maximum lending limits per organisation, as 
specified in that document from time to 
time. 

 
5.4.1.5.4 no investment will be for a period exceeding 

one year, other than as set out in 5.4.1.3 
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5.4.1.5.5 with the exception of an emergency 
overnight facility, there shall be no cross 
investments with Leeds City Council. 

 
5.4.1.6 To restrict all additional borrowing to meet capital 

expenditure to the level of specific approvals issued 
by the government. 

 
5.4.2 That as there have been insufficient changes to alter the 

predictions the prudential limits for the current year be reiterated 
as set out below:- 

 
5.4.2.1 operational boundary  for 2014/15 – £91.95m 
 
5.4.2.2 authorised limit for 2014/15 - £101.95m 
 
5.4.2.3 maturity loan structure as shown 
 
5.4.2.4 a variable rate loan limit of 40% 
 
5.4.2.5 a fixed loan limit of 100% 
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West Yorkshire Integrated Transport Authority

Capital Funding 2012/13 Authority Executive Total
£ £ £

Gross Expenditure 57,660,860 57,660,860
               
Financed from:
   Loan from PWLB/LOBO - -
   Less EIB/PWLB Repayments -1,000,000 -1,000,000
   Internal Borrowing -47,066 -47,066
   Provision for Credit Liabilities 3,831,000 3,831,000
   Authority grant to Executive -49,784,262 49,784,262 -
   Grants receivable 44,829,000 44,829,000
   Other External Grants 1,366,328 6,530,941 7,897,269
   Use of internal resources 805,000 1,345,657 2,150,657

0 57,660,860 57,660,860

Utilised for:
   External Borrowing -1,000,000
   Internal Borrowing -47,066
   Use of Credit Liabilities Fund 3,831,000 2,783,934

                   

AUTHORITY LOANS STATEMENT 2013/14

Type of Loan Maturity Date Interest             Amount
Rate

% £M £M
Existing Loans

Maturity (LOBO) 18.04.76 4.300 5.000
Maturity (LOBO) 27.10.66 3.990 5.000
Maturity (LOBO) 31.05.65 3.970 5.000
Maturity (LOBO) 24.08.65 3.800 5.000
Maturity (LOBO) 04.05.77 4.320 5.000 25.000

Maturity (PWLB) 15.01.52 4.400 5.000
Maturity (PWLB) 15.07.54 4.400 8.000
Maturity (PWLB) 02.06.53 4.400 8.000
Maturity (PWLB) 15.01.56 3.700 5.000
Maturity (PWLB) 18.04.57 4.550 8.000
Maturity (PWLB) 27.04.55 4.550 6.000
Maturity (PWLB) 25.04.56 4.550 6.000
Maturity (PWLB) 10.06.52 4.550 4.000

50.000

Maturity (EIP) 17.6.2017 2.810 2.500
2.500

Temporary loans over the year end 0.000

LOANS OUTSTANDING 31st MARCH 2014 77.500  
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Appendix 4

West Yorkshire Integrated Transport Authority

Actual Capital Expenditure 2013/14 Amount
£ £

Bus Related Schemes

Castleford Interchange 489,217
Miscellaneous smaller schemes/adjustments 77,716
Transport hubs 68,870
Reversing aides/health and safety works 722,773
Clean bus technology 1,163,480
Traffic Light Priority 184,958
Bus shelter replacements/improvements 270,238 2,977,252

Rail Related Schemes

Advance works on stations 743,646
Rail devolution 357,777
Wakefield Kirkgate 160,610
Customer information screens at rail stations 120,000
Rail studies 183,911
Rail station carparks 527,411 2,093,355

Other Schemes

NGT 5,966,141
Leeds Station Southern Entrance 1,894,588
Cycle City Ambition Grant 857,647
Quality contracts 146,733
ICT upgrades and enhancements 96,571
West Yorkshire Transport Fund 2,034,940
Yorcard 279,554
Electric vehicle charging points 5,000
Telematics -20,787
CARE North 3,196
Local Sustainable Transport Fund 732,161
Smart transactions and information 693,312
LTP3 Development 86,197

LTP3 partner payments 39,815,000

52,590,253

57,660,860

167



168



169



170



171



172



173



174



175



176



177



178



179



180



181



182



183



184



185



186



187



188



189



190



191



192



193



194



195



196



197



198



199



200



201



202



203



204



205



206



207



208



209



210



211



212



213



214



215



216



217


	Agenda
	Item01 (Chair)
	Item03 (Declarations)
	Item04 (Exclusion)
	Item05 (Minutes)
	Item06 (External Audit)
	Item06 (External Audit)
	Item06 (Appendix A)
	Item06 (Appendix B)

	Item07 (Internal Audit)
	Item08 (QAIP)
	Item08 (QAIP)
	Item08 (Appendix)

	Item09
	Item09
	Item09 Appendix

	Item10
	Item11
	Item12
	Item12
	Item12 App 1
	Item 12 App 3
	Item 12 App 4
	Item 12 App 5
	Item 12 App 6




