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Optimizing external
audit procedures

for local budgets

(on an example of Moscow)

Vyacheslav Litvintsev, Auditor of the
Chamber of Control and Accounts of

Moscow
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e General data

* Delegation of authority in the external audit of

local budgets
* Monitoring of budget reporting

* External audit of the annual reports on the

execution of local budgets

e Reform of local government



FEATURES OF THE ORGANIZATION
OF LOCAL GOVERNMENT IN MOSCOW

Moscow authorities independently determine:
e list of local issues;
* sources of revenues of local budgets;

e standards of income deductions to local
governments,

* mode, volume, order and conditions of inter-
budget transfers to the local budgets;

e list, the procedure of execution and maintenance
of ICME" Register of expenditure commitments

*Inter-city municipal establishment



CEBEPO-
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Administrative
districts and cegepo-

divisions of Moscow
before o1.07.2012:
area - 1091 km?,
population - 11.5
million people;

10 administrative
districts (cantons);
125 districts
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Territories annexed
by Moscow authorities

after 01.07.2012:

1419 km2;

235.6 thousand people
(as of o1.01.2011);

2905 communities

“New
Moskow”




GOVERNMENT AND LOCAL
GOVERNMENT

«Old Moscow» «New Moscow»

The Government of
Moscow

Sectoral and functional
governance bodies

' 10 prefectures \

' Prefecture |

l 21 local authorities I

125 district
councils




Draft

The application |
PP 3 cays agreement

days

Decision on the
Agreement ot  conclusion of

the Agreement

Municipal
5 meeting

( )

CCA of Moscow




AGREEMENT ON AUTHORITY
DELEGATION +

Information exchange regulations

Consolidated reporting
on the execution of the

local budget

Reporting on the number
of municipal officers and
the staff costs

Reporting on the !
execution of the budgets
of revenues and
expenditures




Budgetary @

reporting,
other
documents

Monitoring

Moscow Output:

website ﬁj analyticdl hote




DYNAMICS OF THE MAIN PARAMETERS
FOR ESTIMATION OF THE ICME BUDGET REVENUES

Average standard
deductions of Personal

Income Tax (“PIT”) (o) 0,363 0,357 0,352 0,464 0,342
Growth index of

expenditure commitments 89,7 108,6 126,9 94,7
(%)

Growth index of revenues

from PIT into the budget

of Moscow (9) 109,6 112,0 110,3 111,8

Growth index of revenues

from PIT into the local
budgets (o0) 107,7 110,5 145,6 82,4



DIFFERENTIATION OF ICME
TERRITORIES ON
PER CAPITA INCOME OF PIT
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(=) PIT amount per 1 inhabitant, thous. rubles / pers.
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PIT revenues in the budget of Moscow
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PIT revenues in 2012
From fiscal agents (BCC 10102010010000%)
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DIFFERENTIATION ON PIT REVENUES
WITHIN ADMINISTRATIVE DISTRICTS
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DATA FLOWCHART

——— Local government Department of Finance

of the Moscow city
RébotLs
gz~ , *Recipient of
N 27 7 : Inter-budget relations, taxpayer funds
— authorization of expenfliture #%Chief budget

funds administrator

External

P :
€PO audit

_41-‘

£ Software e
Federal Treasury Department The Chamber of Control
of the Moscow city and Accounts of Moscow Yy




STANDARDS SYSTEM FOR EXTERNAL
AUDIT OF ICME
BUDGET REPORTING

* «Basic principles, rules and procedures for external
audit of annual local budget execution reports»

* «Preparation and planning of external audit»

* «Documentation of control activities»

e «Risk assessment»

* «Determination of materiality level»

* «Determination of sampling scope»

 «The result of external audit»

* «Quality control»



ELEMENTS OF THE INTERNAL
AUDIT SYSTEM
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AUDIT OF FINANCIAL STATEMENTS

Forms of financial

In-house audit g statemencs

General ledger

ﬁ
N \
t
~ o ® registers

Audit at premises

of the object

Primary accounting
» documentation



Standardization

Automation + Outsourcing

Twofold cost saving (or more) due to

statutory audit of accounts
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THE EFFECTS OF AUDIT OF ACCOUNTS

Increased transparency of the budget
8l process

‘. Improved planning quality and

| validity of experts’ conclusions on

0 draft budget

Strengthened financial discipline
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RESULTS OF EXTERNAL AUDIT OF THE ANNUAL
REPORTS ON THE EXECUTION OF ICME BUDGETS

(2009-2012 YRS)

*

20090 2010 2011 2012
él—hgh quality of 2 ?
4 reporting pack 2 ; -—

Accounts are reliable and .\.;

o represent true and fair view.

| Revealed some facts that can 3 . 8 2
undermine the authenticity i i i @5

External audit did not provide
' ) sufficient grounds to make the

conclusion about authenticity

and true and fair view.

% ¢ \* 3 ICME didn’t submit the financial reporting pack. External audit for
= (:,\!4:,\,
2012 wasn’t conducted oy




REFORM OF LOCAL GOVERNMEN’]

"IN

MOSCOW (MUNICIPAL DISTRIC’]

 Households

Adjustment lmprovement
and approval . Major capital

repairs of houses

e Construction

Adjustment Ob] ects
and

approval - Development
plans

125 councils  Council of districts

1560 members of

local municipal

* Budgetary

institutions/state-
incorporated
parliament

"S)



ADJUSTMENT AND APPROVAL SCOPE

1 bln.(€)

\>600 mln.(€)




THE ROLE OF CCA OF MOSCOW IN
IMPLEMENTATION OF THE REFORM
OF LOCAL GOVERNMENT

Members of Development plans
v for the territory
of districts

Development plans

for the territory
of districts

e
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VYACHESLAV LITVINTSEV,
AUDITOR OF THE CHAMBER
OF CONTROL AND ACCOUNTS
OF MOSCOW

litvintsev(@ksp.mos.ru

http://www.ksp.mos.ru/ en/

(495) 690-87-51
(495) 690-87-46



