HAMBLETON DISTRICT COUNCIL

Report To:  Audit, Governance and Standards Committee

18 June 2014

From: Director of Support Services and Deputy Chief Executive
Subject: INTERNAL AUDIT ANNUAL REPORT 2013/14
All Wards

1.0 PURPOSE AND BACKGROUND:

1.1 The purpose of the report is to present the Internal Audit Annual Report for 2013/14 which
is prepared by Veritau North Yorkshire (VNY).

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 2014. 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 Accounts and Audit Regulations 2011
and the Public Sector Internal Audit Standards.

15 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.

2.0 DECISIONS SOUGHT:

2.1 It is recommended that the attached report for 2013/14 be approved.

3.0 RISK ANALYSIS:

3.1 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 risk management, governance and
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.

4.2 Although a substantial assurance opinion can be given, we are aware of some
weaknesses in the control environment which have been identified around Information
Governance and Data Security and around Creditors. We have recommended that
Information Governance is considered for inclusion in the report on the Annual
Governance Statement, prepared by the S151 Officer.

5.0 RECOMMENDATIONS:

5.1 It is recommended that the attached report for 2013/14 be approved:-

JUSTIN IVES

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

180614 IA Annual report 2013-2014
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Background

1 The work of internal audit is governed by the Accounts and Audit Regulations 2011 and
the Public Sector Internal Audit Standards (PSIAS). In accordance with these standards,
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.

2 During the financial year 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 2013/14

3 During the 2013/14 year, internal audit work was carried out across the full range of
activities of the Authority. The main areas of internal audit activity included:

o] Strategic Risk Register; the plan is explicitly aligned to the Council’s risk
register(s). This accords with commonly accepted good practice and will
enable members of the audit committee and the management team to satisfy
themselves that internal audit activity is focused on the main risks to the
Council. During the year one audit fell below Substantial Assurance in it's
rating. Information Governance was rated as ‘limited assurance’ (non
compliance with 'HMG Information Assurance Maturity Model and Assessment
Framework (IAMM)' fell short of the basic ‘level one’ assessment).

o] Fundamental/Material Systems; work in this area provides both assurance to
Hambleton DC and helps support the work of external audit in providing
assurance that the ‘key’ systems within the Council have a sound control
environment. During the year one audit fell below Substantial Assurance in it's
rating. The Creditors system was rated as ‘moderate assurance’ (risk around e-
procurement and delegated authority).

o] Regularity; one area was reviewed which produced a ‘substantial’ rating.

o] Technical/Projects; to consult and advise on the control and risk environment
on various projects the Council is involved in.

o] Follow Up; this work covers those audits where significant risk has been
identified and is intended to provide assurance that the agreed
recommendations are being properly implemented. The areas reviewed are
highlighted in Appendix 2.

o] 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.

o Systems Development; Internal Audit attended a number of 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; No special investigations were carried out during the year.

4 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

6

The work of internal audit has been undertaken in accordance with the PSIAS.

The internal audit Quality Assurance and Improvement Programme includes
ongoing monitoring of the performance of the internal audit activity. Ongoing
monitoring is an integral part of the day-to-day supervision, review and
measurement of the internal audit activity. All audit work is reviewed by
managers and a sample of work is also subject to internal peer review. Post audit
customer satisfaction surveys are issued after all assignments. In addition,
senior management are asked to complete an annual survey on the overall
guality of the service.

External assessments must be conducted at least once every five years by a
gualified, independent assessor or assessment team from outside the
organisation. An external assessment was carried out in April 2014 by the South
West Audit Partnership (SWAP). The results of this external assessment will be
reported to this committee, including details of any subsequent improvement plan
when they become available.

Audit Opinion and Assurance Statement

8

The overall opinion of the Head of Internal Audit on the risk management,
governance and 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.

Although a substantial assurance opinion can be given, we are aware of some
weaknesses in the control environment which have been identified around
Information Governance and Data Security and Creditors. We have
recommended that Information Governance is considered for inclusion in the
report on the Annual Governance Statement, prepared by the S151 Officer.

Max Thomas
Director and Head of Internal Audit
Veritau Ltd

18 June 2014




Table of 2013/14 audit assignments completed

Audit Report Opi(?ions 2013/14

\

OHigh

B Substantial OModerate OLimited @No

Strategic Risk Register
Shared Service - Advice
Affordable Housing

Local Development Framework
Community Infrastructure Levy

Savings Delivery

Information Governance & Data

Protection
Performance Framework

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

Completed ~ High Assurance

Fundamental/Material Systems

Council Tax/NNDR
Benefits

Creditors
Income/Receipting System
General Ledger

Treasury Management
Capital Accounting

Regularity Audits
Equalities

Technical/Project Audits
ICT — Advice, Policy Review

Workspace

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

Completed ~ Substantial Assurance

N/A

Completed ~ Substantial Assurance

Appendix 1

March 2014
June 2014
January 2014
March 2014
October 2013

March 2014

June 2014
June 2014
June 2014
June 2014
March 2014
June 2014
June 2014

October 2013

January 2014




Contingency
- Licensing Charges Completed ~ Substantial Assurance October 2013

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