AGENDA ITEMNO: D

HAMBLETON DISTRICT COUNCIL

Report To:  Audit, Governance and Standards Committee

26 June 2013

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

1.0 PURPOSE AND BACKGROUND:

11 The purpose of the report is to present the Internal Audit Annual Report for 2012/13. That
report is prepared by Veritau North Yorkshire (VNY), based on work carried out during the
period April 2012 to March 2013.

1.2 The purpose of the report is to provide a statement of assurance regarding the adequacy
and effectiveness of the internal control system; and a summary of the internal audit work
carried out during the year to 31 March 2013. The Statement of Assurance will support the
Annual Governance Statement (AGS) which forms part of the Council's Financial
Statements.

1.3 Within the report there is also a summary of the audit opinions for the individual audits
completed in the year, to support the overall opinion. It also includes a synopsis of the
performance of Veritau in delivering internal audit to Hambleton DC.

14 Veritau carried out it's work in accordance with the Cipfa Code of Practice for Internal Audit
in Local Government.

15 There is no direct linkage to any of the Council's Priorities, as internal audit is a support

2.0

2.1

3.0

3.1

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.

DECISIONS SOUGHT:

It is recommended that the attached report for 2012/13 be approved.

RISK ANALYSIS:

Risk in approving the recommendation(s)

Risk Implication Prob* | Imp* | Total Preventative
action

There are no
significant risks N/a N/a N/a N/a N/a
associated with the
consideration of this
report




3.2 Risk in not approving the recommendation(s)

Risk Implication Prob* | Imp* | Total | Preventative action
Internal Audit & External Audit may Members continue
Risk comment if 3 2 6 to require regular
Management Members are not reports on internal
activity is not kept informed of risk audit work that has
monitored by a management been undertaken by
Member body. activity. the Council.

Prob = Probability, Imp = Impact Scorerangeis Low=1 to High=5

4.0 CONCLUSIONS:

4.1 The overall opinion of the Head of Internal Audit on the controls operated in Hambleton
District Council is that they provide Substantial Assurance. There are no qualifications to
that opinion. No reliance was placed on the work of other assurance bodies in reaching
this opinion. There are no significant control related issues which, in the opinion of the
Head of Internal Audit need to be considered for inclusion in the Annual Governance
Statement.

5.0 RECOMMENDATIONS:

5.1 It is recommended that the attached report for 2012/13 be approved:-

Background papers: None

Author ref: JB

Contact: John Barnett; Audit Manger; Veritau North Yorkshire;

01609 767020
John.barnett@veritau.co.uk

Roman Pronyszyn; Client Relationship Manager; Veritau
roman.pronyszyn@veritau.co.uk
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Background

1

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 report, to
those charged with governance, the findings of audit work, provide an annual opinion on
the effectiveness of the Council’s internal control environment and identify any issues
relevant to the preparation of the Annual Governance Statement.

During the year to 31 March 2013 the Council’s internal audit service was provided by
Veritau North Yorkshire Ltd, which is part of the Veritau Group.

Internal Audit Work Carried Out 2012/13

3

During the 2012/13 year, internal audit work was carried out across the full range of
activities of the Authority. The main areas of internal audit activity included:

Material Systems; work in this area provides both assurance to Hambleton DC
and helps support the work of external audit (thus reducing the external audit fee).
During the year, nine material systems were reviewed. None fell below Substantial
Assurance in their rating.

Systems/Operational; this represents the bulk of the internal audit programme.
All but two of the audits were rated as Substantial Assurance or above. Bedale
Leisure Centre was rated as Moderate Assurance with issues raised around the
raising of debtors invoices and Depots and Stores where we had concerns around
the use of stores requisition notes.

Follow Up; managers to respond directly to members questions and concerns.
Work covers those audits where significant risk has been identified and is intended
to provide assurance that the agreed recommendations are being properly
implemented.

Support to the Audit & Governance Committee; this was mainly ongoing
through our support and advice to members. We have assisted by facilitating the
attendance at Committee over the audit reports and the actions that managers are
taking to implement agreed recommendations.

Contractor Assessment; this work involved supporting the assurance process by
using financial reports obtained from Dunn & Bradstreet (credit rating agency) in
order to confirm the financial robustness of contractors.

Risk Management; during the year we reviewed the Risk Management process.

Investigations; No special investigations into suspected fraud or misconduct were
carried out during the year.

Appendix 1 shows the final table of audit work carried out, and the audit opinion
associated with the audits completed. Appendix 2 provides a summary of the findings
of our audit work, and Appendix 3 an explanation of our assurance levels and finding
priorities.




Compliance with Standards

5 The Accounts and Audit Regulations require all Councils to annually review their systems
of Internal Control and to provide an adequate and effective Internal Audit function.

6 The regulations were revised with the issue of circular SI 817/2011. This required, that
the council undertake an annual review of the effectiveness of its internal audit, and to
present the results of that review to the appropriate committee. In Hambleton District
Council, this report was considered by the Audit, Governance and Standards Committee
at it's meeting on 27 March 2013.

7 The code sets out 11 standards for internal audit. These cover the following:

Scope of Internal Audit;

Independence:

Ethics:

Audit Committees;

Relationships;

Staffing, training and Continuing Professional Development:
Audit Strategy and Planning;

Undertaking Audit Work:

. Due Professional Care;

10. Reporting: and

© o N TN RE

11. Performance, Quality and Effectiveness.

8 It was reported to committee that during 2012/13 the internal audit work for Hambleton
was delivered in accordance with the Cipfa Code of Practice for Internal Audit in Local
Government (the CoP). A further survey of Directors and Senior Managers confirms
compliance with the code of practice.

Audit Opinion and Assurance Statement

9 All Veritau internal audit work was conducted in accordance with both mandatory
standards and good practice contained within the CIPFA Code of Practice for Internal
Audit in Local Government. In connection with the report to an Audit Committee, the
guidance states that:

"The Head of Internal Audit’s formal annual report to the organisation should:

(@) include an opinion on the overall adequacy and effectiveness of the
organisation’s internal control environment,

(b) disclose any qualifications to that opinion,

(© present a summary of the audit work undertaken to formulate the
opinion, including reliance placed on work by other assurance
bodies,

(d) draw attention to any issues the Head of Internal Audit judges
particularly relevant to the preparation of the Annual Governance
Statement,

(e) compare work actually undertaken with the work that was planned

and summarise the performance of the Internal Audit function
against its performance measures and criteria,




) comment on compliance with these standards and communicate
the results of the Internal Audit quality assurance programme.

10 The overall opinion of the Head of Internal Audit on the controls operated in Hambleton
District Council is that they provide Substantial Assurance. There are no qualifications
to that opinion. No reliance was placed on the work of other assurance bodies in
reaching this opinion. There are no significant control related issues which, in the
opinion of the Head of Internal Audit need to be considered for inclusion in the
Annual Governance Statement.

The Assurance:

Risk Management | am satisfied that the Authority has embedded Risk Management
arrangements within the organisation and this operates effectively

Governance Our work this year leads me to the overall opinion that the
Corporate Governance arrangements are sound.

Internal Control My overall opinion is that the internal controls within the financial
system and key operational systems in operation throughout the
year are fundamentally sound.

.

L0

Max Thomas
Director and Head of Internal Audit
Veritau Ltd

26 June 2013




Table of 2012/13 audit assignments completed

Audit Report Opir&ions 2012/13
1

12

EHigh  mSubstantial ~ CModerate  Olimited  mNo
Audit Status

Material Systems (AC definition)

Payroll Completed ~ Substantial Assurance
Council Tax/NNDR Completed ~ High Assurance
Benefits Completed ~ Substantial Assurance
Creditors Completed ~ Substantial Assurance
Debtors Completed ~ High Assurance

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)

Bedale Leisure Centre
Vehicle Management
Depots — Stores

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

Completed ~ High Assurance
Deferred to 2013/14

Completed ~ High Assurance
Completed ~ Substantial Assurance
Completed ~ Substantial Assurance
Completed ~ Substantial Assurance
Completed ~ High Assurance
Deferred to 2013/14

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

Completed ~ Moderate Assurance
Completed ~ Substantial Assurance
Completed ~ Limited Assurance

Appendix 1

Audit Committee

June 2013
June 2013
June 2013
June 2013
June 2013
January 2013
June 2013
June 2013
June 2013

June 2013

June 2013
October 2012
June 2013
October 2012
January 2013

January 2013
January 2013
June 2013

January 2013
October 2012
October 2012




Audit

Insurance

Fees and Charges

Tax Management

Cemeteries inc Closed Church Yards
Development Control

Follow Ups:

Status

Completed ~ High Assurance
Included with General Ledger Audit
Completed ~ High Assurance
Completed ~ High Assurance
Completed ~ Substantial Assurance

Completed — see below for follow
up action against ‘key
weaknesses’.

Audit Committee
October 2012

March 2013
October 2012
January 2013
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