AGENDA ITEM NO: 6

HAMBLETON DISTRICT COUNCIL

Report To:  Audit, Governance and Standards Committee

31 October 2012

From: Director of Resources
Subject: INTERNAL AUDIT PROGRESS REPORT 2012/13
All Wards

1.0 PURPOSE AND BACKGROUND:

1.1.  The provision of Internal Audit is a statutory requirement (Accounts & Audit Regulations).

1.2 The Audit and Governance Committee approved a joint Internal Audit Plan, with
Richmondshire District Council, at its meeting held on the 28 March 2012. The purpose of
this report is to inform Members of the progress made to date in delivering the 2012/13
Internal Audit Plan and any developments likely to have an impact on the plan throughout
the remainder of the financial year.

2.0 THE REPORT

2.1  Within the report there is a summary of progress made against the plan and a summary of
the audit opinions for the individual audits completed thus far.

2.2 Veritau carried out its work in accordance with the CIPFA Code of Practice for Internal Audit
in Local Government.

2.3 There is no direct linkage to any of the Council’'s Priorities, as internal audit is a support
service, which provides internal control and activity assurance to Directors on the operation
of their services, and specifically to the Council's S151 Officer on financial systems.

3.0 CONCLUSION:

3.1 Veritau are making good progress in the delivery of the agreed internal audit plan and there
are no significant delays anticipated. Thus far, 6 audits have been completed to final report
stage out of 29. This represents 21% of the plan completed. Based on our work thus far,
we are satisfied that an opinion of Substantial Assurance can be given. However, as the
plan is still in progress, this opinion may change to reflect the findings emerging from audit
reviews later in the year.

4.0 DECISIONS SOUGHT:

4.1 The Audit and Governance Committee is asked to consider the work undertaken by internal
audit to date.

5.0 RISK ANALYSIS:

5.1 There are no risks associated with the recommendations in the report.

6.0 FINANCIAL IMPLICATIONS:

6.1 There are no financial implications associated with the recommendations in the report.



7.0 LEGAL IMPLICATIONS:

7.1 There are no legal implications associated with the recommendations in the report.

8.0 RECOMMENDATIONS:

8.1 It is recommended that Members note the work undertaken by internal audit in the year to
date.

JUSTIN IVES
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Background

The work of internal audit is governed by the Accounts and Audit Regulations 2011 and
the CIPFA Code of Practice for Internal Audit in Local Government (2006). In
accordance with the Code of Practice, the Head of Internal Audit is required to regularly
report progress in delivery of the Internal Audit Plan to the Audit and Governance
Committee and to identify any emerging issues which need to be brought to the attention
of the Committee.

Members approved a three year joint Audit Plan, with Richmondshire District Council,
covering the period 2012/13 — 2014/15 at their meeting on the 28 March 2012. The total
number of planned audit days for 2012/13 was 530. The performance target for Veritau
is to deliver 93% of the agreed Audit Plan by the end of the year. This report
summarises progress made in delivering the agreed plan.

Internal Audit Work Carried Out 2012/13

3.1

3.2

3.3

A summary of the internal audit reports issued is attached at Appendix A. This is the
first progress report to be received by the committee during 2012/13.

Veritau officers are involved in a number of other areas relevant to corporate matters:

o] Support to the Audit & Governance Committee; this is mainly ongoing
through our support and advice to Members. We assist by facilitating the
attendance at Committee of managers to respond directly to Members
guestions and concerns over the audit reports and the actions that managers
are taking to implement agreed recommendations.

o] Contractor Assessment; this work involves supporting the assurance
process by using financial reports obtained from Dunn & Bradstreet (Credit
Rating Agency) in order to confirm the financial robustness of contractors.

o] Risk Management; Veritau advise on the Council’'s Risk Management
processes.

o] Systems Development; Veritau attend development group meetings in order
to ensure that where there are proposed changes and new ways of delivering
services, that the control environment is not overlooked which could lead to the
Council being exposed.

o] Investigations; Special investigations into specific sensitive issues.
As with previous audit reports an overall opinion has been given for each of the specific
systems under review. The opinion given has been based on an assessment of the
risks associated with any weaknesses in controls identified.

The opinions used by Veritau are provided for the benefit of Members below:

High Assurance Overall, very good management of risk. An effective control
environment appears to be in operation.

Substantial Assurance  Overall, good management of risk with few weaknesses
identified. An effective control environment is in operation




3.4

3.5

3.6

Moderate Assurance

Limited Assurance

No Assurance

but there is scope for further improvement in the areas
identified.

Overall, satisfactory management of risk with a number of
weaknesses identified. An acceptable control environment
is in operation but there are a number of improvements that
could be made.

Overall, poor management of risk with significant control
weaknesses in key areas and major improvements required
before an effective control environment will be in operation.

Overall, there is a fundamental failure in control and risks
are not being effectively managed. A number of key areas
require substantial improvement to protect the system from
error and abuse.

The following categories of opinion are also applied to individual actions agreed with

management:

Priority 1 (P1) — A fundamental system weakness, which represents unacceptable risk
to the system objectives and requires urgent attention by management.

Priority 2 (P2) — A significant system weakness, whose impact or frequency presents
risk to the system objectives, which needs to be addressed by management.

Priority 3 (P3) — The system objectives are not exposed to significant risk, but the issue
merits attention by management.

It is important that agreed actions are formally followed-up to ensure that they have been
implemented. This is carried out throughout the year with appropriate testing being

carried out.

In the period between April and September, inclusive, we have completed 6 out of 29
internal audit reviews to final report stage. A further 7 audits are in progress and due to
be completed. This represents 21% of the plan delivered to final report stage. Based on
that work, our initial opinion is that a Substantial Assurance can be given. However,
the audit plan is at an early stage of delivery and this opinion may be subject to change
in the light of findings emerging from work carried out later in the year.




Table of 2012/13 audit assignments completed

Audit

Material Systems (AC definition)
Payroll

Council Tax/NNDR

Benefits

Creditors

Debtors

Income (Cash Receipting) System
General Ledger

Treasury Management

Capital Accounting/Asset Management

2012/13 Audit plan work

Performance Management/Data Quality
Equalities

Partnership Arrangements

Telephones (Land/Mobile)

Risk Management Process
Environmental Sustainability

Car Parking

ICT

Civil Contingencies Act (Business Continuity)
Housing Benefit Fraud

Housing Improvement Grants (Disabled
Adaptations

Sheltered Accommodation

Bedale Leisure Centre

Vehicle Management

Depots — Stores

Insurance

Fees and Charges

Tax Management

Cemeteries inc Closed Church Yards

Development Control

Follow Ups:

Status

Not Started
Not Started
Not Started
Not Started
Not Started
In Progress
Not Started
Not Started
Not Started

Not Started
Not Started
Not Started

Completed ~ Substantial Assurance

Not Started

Completed ~ Substantial Assurance

In Progress
Not Started
In Progress
Not Started
In Progress

In progress
In Draft

Completed ~ Substantial Assurance
Completed ~ Limited Assurance
Completed ~ High Assurance

In Progress
Not Started

Completed ~ High Assurance

In progress

None to date

Appendix A

Audit Committee

October 2012

October 2012

October 2012
October 2012
October 2012

October 2012
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