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1.1

2.1

3.1

3.2

4.1

5.1

6.1

7.1

SUMMARY

Forming part of the evidence for the Annual Governance Statement, this
report presents Internal Audit’s annual report. The Public Sector Internal
Audit Standards require a report that provides an opinion on the overall
adequacy and effectiveness of the organisation’s control environment be
presented to the committee designated to consider or approve the Annual
Governance Statement. Accordingly, this report is being presented to
Standards Committee having been considered previously by the Finance and
Audit Scrutiny Committee.

RECOMMENDATION

That this Committee considers the Annual Report of Internal Audit for the
year ended 31st March 2014 as part of its consideration and approval of the
Annual Governance Statement 2013/14, taking into account the views of
Finance and Audit Scrutiny Committee who had considered it earlier.

REASON FOR THE RECOMMENDATIONS

To comply with the Public Sector Internal Audit Standards that provide the
“proper practices” referred to in Regulation 4 of The Accounts and Audit
(England) Regulations 2011 in respect of production of an annual governance
statement.

The Standards state:

The chief audit executive must deliver an annual internal audit opinion and
report that can be used by the organisation to inform its governance
statement.

POLICY FRAMEWORK

Although there are no direct policy implications, Internal Audit provides a
view on all aspects of governance and will take into account the Policy
Framework, Community Plan and the Council’s policies.

BUDGETARY FRAMEWORK

Although there are no direct budgetary implications arising from this report,
Internal Audit provides a view on all aspects of governance including that of
the Budgetary Framework. An effective control framework ensures that the
Authority manages its resources and achieves it objectives economically,
efficiently and effectively.

RISKS

Risk management is an intrinsic element of corporate governance of which
this report is concerned.

ALTERNATIVE OPTION(S) CONSIDERED

This report is not concerned with recommending a particular option in
preference to others so this section is not applicable.
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8

8.1

8.2

8.3

BACKGROUND TO THE ANNUAL GOVERNANCE STATEMENT &
REQUIREMENT FOR INTERNAL AUDIT ANNUAL REPORT

Regulation 4 of The Accounts and Audit (England) Regulations 2011 states:

Responsibility for financial management

4.—(1) 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.

(2) The relevant body must conduct a review at least once in a year of the
effectiveness of its system of internal control.

(3) The findings of the review referred to in paragraph (2) must be
considered—

(a) in the case of a larger relevant body, by the members of the body meeting
as a whole or by a committee, and

(b) in the case of a smaller relevant body, by the members of the body meeting
as a whole, and

following the review, the body or committee must approve an annual
governance statement, prepared in accordance with proper practices in relation
to internal control.

(4) The relevant body must ensure that the statement referred to in
paragraph (3) accompanies—

(@) any statement of accounts it is obliged to prepare in accordance with
regulation 7, or

(b) any accounting statement it is obliged to prepare in accordance with
regulation 12.

The Public Sector Internal Audit Standards forms part of the “proper
practices” referred to in Regulation 4 of the Accounts and Audit Regulations
2011, set out above. The Standards state:

“The Head of Internal Audit must provide a written report to those charged
with governance timed to support the Annual Governance Statement.”

The Standards state:

The chief audit executive must 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 annual report must incorporate:

the opinion;
e a summary of the work that supports the opinion; and
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e g statement on conformance with the Public Sector Internal Audit
Standards and the results of the quality assurance and improvement
programme.

8.4 The Annual Report is set out as Appendix 1.
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APPENDIX 1

HEAD OF INTERNAL AUDIT’'S ANNUAL REPORT AND PRESENTATION OF
AUDIT OPINION 2013/14

Introduction

This report is produced to satisfy proper practices under Regulation 4 of The
Accounts and Audit (England) Regulations 2011 in respect of production of an
annual governance statement. The proper practices are those set out in the Public
Sector Internal Audit Standards.

In compliance with those Standards the purpose of this report is to:

Present a summary of the internal work undertaken during 2013/14 from
which the opinion on the internal control environment is derived

Provide an opinion on the overall adequacy and effectiveness of the
Council’s control environment including any qualifications to that opinion
Draw attention to any issues that need to be considered for inclusion in the
Annual Governance Statement

Compare work actually undertaken with that which was planned and
summarise performance

Comment on compliance with the Public Sector Internal Audit Standards
Communicate the results of the quality assurance and improvement
programme

Opinion on the overall adequacy and effectiveness of the Council’s control
environment

Based on internal audit assignments undertaken as part of the Audit Plan, it must
be concluded that the Council has an effective internal control framework to
address relevant risks with controls being consistently applied.

There were, however, some instances of non-compliance that were detailed in
internal audit reports issued during the year. These were reported to Finance &
Audit Scrutiny Committee during the year and, in the case of the overall level of
assurance for an audit assignment being assessed at less than ‘substantial’, the full
report was issued to Committee as part of the agenda papers. Action to address
these issues has been confirmed by management in all cases, with urgent action
being taken where those issues were regarded as significant.

There are no qualifications to that opinion, although clearly it is based on the audits
undertaken during that year. The Council’s external auditors form their own opinion
based on their own work and the Annual Governance Statement provides an overall
judgement on the control environment, derived from many sources, one of which is
this Internal Audit Annual Report.

Summary of the internal work undertaken during 2013/14 from which the
opinion on the internal control environment is derived

The audits which form the basis of the opinion are set out as table in Appendix 1A.
The results of these audits have been communicated to the Finance and Audit
Scrutiny Committee each quarter and are therefore not reproduced here. However,
each audit report gives an overall opinion on the level of assurance provided by the
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controls within the area audited and this is set out in the table. The bands of
assurance are set out at the bottom of Appendix 1A.

Appendix 1A indicates that internal controls were in the main found to be operating
satisfactorily, giving an overall confidence in the internal control system operating
in relation to these systems. Although a number of reports were issued during the
year where only limited assurance on the reliability of internal controls could be
given, it is important to stress that the issues raised in respect of these audits have
since been addressed.

It should be noted that this list comprises planned audits only - it does not include
investigations that arose during the year.

Issues particularly relevant to the Annual Governance Statement

Issues particularly relevant to the Annual Governance Statement (AGS) have been
identified from the process involved in its production. This includes compilation of
the Service Assurance Assessments by services and the review of the draft AGS by
the Senior Management Team and by the chairs of the Scrutiny and Standards
Committees. Some of these issues had been highlighted by Internal Audit during
the year.

Comparison of the work undertaken with the work that was planned and
summary of the performance of the internal audit function against its
performance measures and targets

This is set out as Appendix 1B.
Compliance with the Public Sector Internal Audit Standards

A self-review has confirmed that the Public Sector Internal Audit Standards are
complied with. In compliance with the Standards, a comprehensive, external review
will be undertaken within the next five years to verify compliance.

Communication of the results of the internal audit quality assurance &
improvement programme

The Internal Audit quality assurance programme comprises completion by auditees,
post audit, of questionnaires for audits. Appendix 1C sets out the questionnaire that
is used.

The Internal Audit quality assurance programme includes reviews of audit files by
the Audit and Risk Manager before issue of final reports and external audit reviews
of Internal Audit’s work. It also includes an annual review of the effectiveness of
Internal Audit by the Responsible Financial Officer as required by Regulation 6 of
the Accounts and Audit Regulations 2011.

The results of the Internal Audit quality assurance programme are used to improve
the service provided by Internal Audit.

In terms of the post audit questionnaires the modal overall score from auditees for
the year was 5 indicating very broad satisfaction with the audits undertaken. No
audits were assessed at less than 4. This is in line with the two previous years’
results so the improvement noted in relation to the year before has been
maintained.
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APPENDIX 1A

SUMMARY OF INTERNAL AUDIT WORK UNDERTAKEN 2013/14!

Client Service Area Assignment Assurance
CMT Corporate Governance Substantial
CMT Corporate Health and Safety Substantial
Corporate & Community Recruitment and Selection, Terms Substantial
Services and Conditions
CS:orp_orate & Community Media Room Services Substantial

ervices
Corp_orate & Community Document Management Centre Substantial
Services
Cultural Services Town Hall Lettings Moderate
Cultural Services Catering Concessions Moderate
Cultural Services St Nicholas Park Leisure Centre Moderate
Development Services Policy, Proqects and Con'servat|on Substantial
(Focus of audit was Conservation)
Development Services Local Land Charges Limited
Development Services Markets and Mops Moderate
Finance Medium Term Financial Strategy Substantial
Finance Elg:tr:gllal Planning & Budgetary Substantial
Finance Collection of Council Tax Substantial
. Collection of National Non- .
Finance Domestic Rates Substantial
. Administration of Housing & .
Finance Council Tax Benefit Substantial
Finance Main Accounting System Substantial
Finance VAT Accounting Substantial
Health & Community Climate Change Moderate
Protection
Health & Community Crime and Disorder Substantial
Protection
Health & Community Bereavement Services Substantial
Protection
;iou§|ng & Property Housing Rent Collection Substantial
ervices
. Housing Repairs and Maintenance
gg;’l\;lcnegs & Property (Restricted audit as a result of introduction | Substantial
of Open Book Accounting)
gou§|ng & Property Housing Environmental Functions | Substantial
ervices
Housing & Property Leaseholder Service Charges Moderate

Services

Planned audits only - investigations not included.
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Client Service Area Assignment Assurance
ggg\z'cnegs& Property Office Cleaning Contract Substantial
ICT Data Protection Limited
ICT VMware ESX Management Substantial
IcT Public Services Networks Consultancy

Standards Work
ICT Guest Wireless Project Substantial
Neighbourhood Services Street Cleansing Moderate
Neighbourhood Services Grounds Maintenance Moderate

Key to Level of Assurance:

Level of Assurance

Definition

Substantial Assurance

There is a sound system of control in place and

compliance with the key controls.

Moderate Assurance

Whilst the system of control is broadly satisfactory,
there are weaknesses in the system that leaves
some risks not addressed together with non-
compliance with some of the controls, including

key ones.

Limited Assurance

The system of control is weak and there is non-
compliance with the controls that do exist.
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APPENDIX 1B

OVERALL SUMMARY OF PERFORMANCE 2013/14

Overall
. In-house External
Performance Indicator for
Team Contractors Servi
ervice
Number of planned audits assigned 32 3 35
Number of planned audits completed 32 3 35
% assigned audits completed 100.0% 100.0% 100.0%
Numbgr of audits completed within time 16 N/A 16
allocation
% audits completed within time allocation 50.0 N/A 50.0%
Number of days overspent (-) / underspent (+) } )
on completed audits to date 1.6 N/A 1.6
% of days overspent (-) / underspent (+) on N co N co
completed audits to date 0.6% N/A 0.6%
Number of audit days - planned 262.0 N/A 262.0
Number of audit days - actual 265.8 N/A 265.8
Productive time as % of available time - target 79.0% N/A 79.0%
Productive time as % of available time - actual 72.6% N/A 72.6%
Number of audit recommendations issued 98 2 100
Number of audit recommendations agreed 96 2 98
% audit recommendations agreed 98.0 100.0 98.0
Number of High Priority audit recommendations 6 0 6
issued
Number of High Priority audit recommendations 6 0 6
implemented
o L . . .
%o High Priority audit recommendations 100.0 N/A 100.0

implemented
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APPENDIX 1C

Post Audit Questionnaire

Audit:
Date of report:
Auditor:

Manager:

In order to help us improve our service we would be grateful if you
would spend a few moments answering the questions below.

Yes

No

Comments (if applicable)

Pre-audit consultation

Were you given adequate
notification of the audit?

Were the scope and objectives of the
audit discussed with you?

Was the audit process explained to
you adequately?

The audit

Was the audit work undertaken at
an agreed and convenient time?

Was the audit conducted in a
proficient manner?

Were the appropriate staff
interviewed for the audit areas
covered?

Were interviews conducted in a
professional manner?

Were the findings discussed with the
right staff?

Was the audit completed within a
reasonable timescale?

Audit reporting

Was the draft report produced within
a reasonable timescale?

Were you given the opportunity to
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Yes

No

Comments (if applicable)

discuss the report with the auditor?

If so, did you find the discussion
useful?

Was the discussion conducted in a
professional manner?

Were your views and comments
presented adequately in the final
report?

Were the recommendations in the
report practical and realistic?

Was the report produced to a
professional standard?

Did the audit reveal any unknown
weakness in the system?

Do you feel that the audit was
worthwhile and has added value to
your work?

On a scale of 1 to 5, 1 being “very dissatisfied” and 5 representing
“very satisfied”, please score your level of satisfaction with the audit in

overall terms:

If you have any other comments that you wish to make about the audit please

record them below:

Manager:

Date:

Please return the form to Richard Barr, Audit and Risk Manager, Finance.
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