
 

North Devon Council 
Civic Centre 
Barnstaple 
North Devon   EX31 1EA 
 

M. Mansell, BSc (Hons), 
C.P.F.A.  
Chief Executive 

 

 
 

AUDIT COMMITTEE 
 
 

A meeting of the Audit Committee will be held in the Council Chamber, Civic Centre, 
Barnstaple on TUESDAY 20TH MAY 2014 AT 6.00 P.M.  
 

NOTE: An informal meeting of the Audit Committee will be held for Members to 
meet with the External Auditors at 5.45pm in the Yeo Room prior to the meeting of 
the Audit Committee. 

 
 
Members of the Committee: Councillor Bradford (Chairman) 
     Councillor Croft (Vice-Chairman) 
 
Councillors Chesters, Harrison, Haywood, Hockin and Ley. 
 
 

AGENDA 
  

1. Apologies for absence.   
 

2. To approve as a correct record the minutes of the meeting held on 11th March 
2014 (attached). 

 

3. Items brought forward which in the opinion of the Chairman should be considered 
by the meeting as a matter of urgency. 

 

4. Declarations of Interests.  (Please complete the form provided at the meeting or 
telephone Member Services to prepare a form for your signature before the 
meeting.  Interests must be re-declared when the item is called, and Councillors 
must leave the room if necessary.) 

 

5. To agree the agenda between Part 'A' and Part 'B' (Confidential Restricted 
Information). 

 
PART 'A' 
 
6. North Devon Council Procurement System. Briefing Paper by the Procurement 

and Service Delivery Manager (attached) in pursuance to minute 44(c) of the 
meeting of the Committee held on 14th January 2014 (Pages 1 to 2). 
 

7. Audit Committee Update for North Devon Council. Report by Grant Thornton 
(attached) (Pages 3 to 11). 
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8. The Audit Plan for North Devon Council 2013/14. Report by Grant Thornton 
(attached) (Pages 12 to 28). 

9. Housing Benefit Subsidy Certification Work Plan for North Devon Council 
2013/14. Report by Grant Thornton (attached) (Pages 29 to 34). 

10. External Audit Fee Letter 2014/15. Letter from Grant Thornton (attached)  
(Pages 35 to 38).  

11. Audit Recommendation Tracker.  Report by the Corporate and Community 
Support Manager (attached) (Pages 39 to 46). 

12. Reporting to Backbench Members. Chairman to report in pursuance to minute 
46(a) of the meeting held on 14th January 2014. 

 

13. Work Programme 2013/14. To consider the work programme (attached)  
(Page 47). 

 

14. Draft Internal Audit Annual Report 2013/14. Report by MAZARS Public Sector 
Internal Audit Limited (attached) (Pages 48 to 62). 

15. Internal Audit Report – Risk Management and Corporate Governance 
2013/14. Report by MAZARS Public Sector Internal Audit Limited (attached) 
(Pages 63 to 77). 

16. Internal Audit Report – Efficiency Savings 2013/14. Report by MAZARS Public 
Sector Internal Audit Limited (attached) (Pages 78 to 89). 

17. Internal Audit Report – Cash Collection 2013/14. Report by MAZARS Public 
Sector Internal Audit Limited (attached) (Pages 90 to 102). 

  

18. Exclusion of Public and Press and Restriction of Documents.  
 

RECOMMENDED :  
 

(a) That, under Section 100A(4) of the Local Government Act 1972, the public 
and press be excluded from the meeting for the following items as they 
involve the likely disclosure of exempt information as defined by Paragraphs 
3 and 7 of Part 1 of Schedule 12A of the Act (as amended from time to 
time), namely information relating to the financial or business affairs of any 
particular person (including the authority holding that information) and 
information relating to any action taken or to be taken in connection with the 
prevention, investigation or prosecution of crime. 

 

(b) That all documents and reports relating to the items be confirmed as “Not 
for Publication”. 

 
PART 'B' (Confidential Restricted Information). 
 

19. Internal Audit Report – Disaster Recovery. Report by MAZARS Public Sector 
Internal Audit Limited (attached) (Pages 103 to 121). 

20. Internal Audit Report – Revenues and Benefits Systems – Application Audit. 
Report by MAZARS Public Sector Internal Audit Limited (attached) (Pages 122 to 
132). 
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21. Corporate Risk Register. Report by the Corporate and Community Support 
Manager (attached) (Pages 133 to 168). 

 

Reminder - Members please return your agenda to the Member Services Officer at 
the end of the meeting.  

 
 

If you have any enquiries about this agenda, please contact Member Services, 
telephone numbers 01271 388253/388254 
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North Devon Council protocol on recording/filming at Council meetings 
 
The Council is committed to openness and transparency in its decision-making. 
Recording is permitted at Council meetings that are open to the public. The Council 
understands that some members of the public attending its meetings may not wish to be 
recorded. The Chairman of the meeting will make sure any request not to be recorded is 
respected.  
 
The rules that the Council will apply are:  
 
 

1. The recording must be overt (clearly visible to anyone at the meeting) and must 
not disrupt proceedings. The Council will put signs up at any meeting where we 
know recording is taking place.  

 
2. The Chairman of the meeting has absolute discretion to stop or suspend recording 

if, in their opinion, continuing to do so would prejudice proceedings at the meeting 
or if the person recording is in breach of these rules.  

 
3. We will ask for recording to stop if the meeting goes into ‘part B’ where the public 

is excluded for confidentiality reasons. In such a case, the person filming should 
leave the room ensuring all recording equipment is switched off. 

 
4. Any member of the public has the right not to be recorded. We ensure that 

agendas for, and signage at, Council meetings make it clear that recording can 
take place – anyone not wishing to be recorded must advise the Chairman at the 
earliest opportunity.  

 
5. The recording should not be edited in a way that could lead to misinterpretation or 

misrepresentation of the proceedings or in a way that ridicules or shows a lack of 
respect for those in the recording. The Council would expect any recording in 
breach of these rules to be removed from public view.  

 
Notes for guidance: 
 
Please contact either our Member Services team or our Communications team in 
advance of the meeting you wish to record at so we can make all the necessary 
arrangements for you on the day.  
 
For more information contact the Member Services team on 01271 388254 or email 
memberservices@northdevon.gov.uk or the Communications Team on 01271 388278, 
email communications@northdevon.gov.uk. 
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This report has been prepared on the basis of the limitations set out on page 13. 


 


Report issued to:  


Head of Financial Services 


Corporate and Community 
Support Manager 


 


  


  


This report and the work connected therewith are subject to the Terms and Conditions of the Contract dated 14 September 2011 between North Devon District Council and 


Mazars Public Sector Internal Audit Limited
[1]


.  This report is confidential and has been prepared for the sole use of North Devon District Council.  This report must not be 
disclosed to any third party or reproduced in whole or in part without our prior written consent.  To the fullest extent permitted by law, we accept no responsibility or liability to 
any third party who purports to use or rely, for any reason whatsoever, on this report, its contents or conclusions. 


[1]
  As from 1 February 2014, Mazars LLP purchased the shares of Deloitte & Touche Public Sector Internal Audit Limited from Deloitte LLP.  The company will be known as 


Mazars Public Sector Internal Audit Limited. 
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1. Executive Summary 


1.1. Background 


Corporate Governance is the system by which an organisation is governed and controlled, with the aim of achieving its corporate objectives.  Each year 
the Council must produce an Annual Governance Statement which includes a Statement of Internal Control and the Council’s compliance with the 
Code of Corporate Governance.  


The Council's Audit Committee is responsible for ensuring proper arrangements exist for risk management and internal control.  It does this by: 


 Overseeing the production of the Council's Annual Governance Statement and recommending its adoption by the Council; 


 Considering the Council's arrangements for corporate governance and agreeing necessary actions to ensure compliance with best practice; and 


 Considering the Council's compliance with its own and other published standards and controls. 


Risk management is a central part of any organisation’s strategic management.  The Council is responsible for ensuring an effective system of internal 
control, of which risk management is a key area, with a risk management approach that considers both positive and negative aspects of risks.   The 
Council sets the tone which influences the culture of risk management at the highest level and delegates the addressing of the key risks to the Audit 
Committee.  The Corporate Risk Development Team (CORGI) acts as the risk champion and coordinates the risk management process, including the 
implementation of the Council’s Risk Management Framework and the quarterly review of the Corporate Risk Register.  The Head of Service is 
responsible for departmental risks and for ensuring that staff understand their roles in the risk management process. 


A performance management system, Covalent, is used by the Council to record and monitor its Corporate Risks.  In addition, risk management 
performance is reported to CORGI, Senior Management Team, and the Audit Committee in a timely manner. 


 


1.2. Audit Objective and Scope 


This internal audit forms part of the agreed 2013/14 Internal Audit plan as approved by Senior Management. 


The overall objective of this internal audit was to provide the Members, the Chief Executive and other officers with reasonable, but not absolute, 
assurance as to the adequacy and effectiveness of the key controls relating to the following objectives: 


 Strategy;  Decision making;  


 Risk identification;   Monitoring and reporting;  


 Risk assessment;   Department Risk Management;  


 Control / mitigation strategies;  Positive risks (opportunities); and 


 Roles and responsibilities;   Compliance with CIPFA/SOLACE 
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1.3. Key Findings 


We have made two Priority 2 and one Priority 3 recommendations where we consider controls may be further improved.  Our key findings are detailed 
in the paragraphs below. 


Strategy 


The Council has a Risk Management Framework, (the ‘Framework’), in place which has been approved and issued by the Corporate and Community 
Support Team.  The Framework sets out the purpose and objectives of risk management, and it contains the methodology, risk appetite and 
thresholds that the Council has adopted for risk management.  We noted that the Framework was last updated in 2013, Corporate Risks are recorded 
in the Covalent system and the Council currently has a total of 31 corporate risks.  A Risk Register is also produced and reviewed by CORGI and the 
Audit Committee.  A walkthrough of the covalent system and review of the relevant Committee meeting minutes confirmed that the Corporate Risk 
Register is updated each quarter. 


Risk Identification 


Corporate risks are identified through the CORGI risk management meetings held twice a year.  Senior Managers discuss the current environment and 
any new risks which may have emerged and Managers will identify any additional risks and will present these at the meeting.  In addition, any 
departmental risks which are deemed significant will be raised during the meeting and escalated to the Corporate Risk Register and recorded, if 
necessary.  Internal audit examined a sample of two CORGI meeting minutes held in 2013, it was confirmed that risk identification is actively 
managed, with new and emerging risks identified. 


Risk Assessment 


Risks are reviewed in line with the Council’s objectives and they are assessed by CORGI twice a year, using the methodology set out in the 
Framework.  The methodology includes the prioritisation of risks using a risk scoring matrix based upon severity and likelihood.  The likelihood & 
severity are marked between 1 and 4; and for convenience the scores are shown on a RAG matrix.. A risk appetite has been approved by the Audit 
Committee, and controls and mitigating actions will be raised for any risk above the risk appetite tolerance level.  Financial risks are reviewed by the 
Head of Financial Services through the financial plans.   


Testing of a non-statistical sample of 10 corporate risks verified that the risks had been assessed in line with the risk management methodology and 
that scores were applied to each risk. 
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Control and Mitigating Strategies 


Mitigating controls are identified for each corporate risk and documented in the Covalent system.  The Senior Projects Officer is responsible for 
updating risks and controls in the register following the decisions made in each CORGI meeting.  For any new controls, an action plan, reviewed by 
CORGI, will be set up to indicate the responsibilities and timescales for implementation. 


Testing of 10 corporate risks confirmed that controls and mitigating strategies had been established for each corporate risk tested and had been 
reviewed by CORGI at their twice yearly meetings.  


Roles and Responsibilities 


Roles and responsibilities regarding risk management are established and set out in the following documents: 


 The Risk Management Framework; 


 Constitution; and 


 Annual Governance Statement. 


CORGI coordinates the risk management process through their bi-annual meetings.  Heads of Service are responsible for managing the risks within 
their respective service areas and the Audit Committee is responsible for reviewing and challenging risks within the Council.  The Audit Committee 
meet every quarter and receive a full risk management report twice yearly.  Risk management was reviewed at the Audit Committee meeting in March 
2014. 


Through examination of a number of key documents, Internal Audit confirmed that roles and responsibilities for risk management are assigned and 
appropriately documented in the Council.   


Decision Making  


The Council’s Constitution sets out the corporate structure and schemes of delegation (SoD).  There are four SoDs published on the Council’s 
Constitutional website.  Internal Audit reviewed the dates on which the SoDs were last updated.  The date on the webpage shows the last time the pdf 
was amended, and in the pdf each page is dated with the last time that page was changed. For example, the Non-Executive delegations pdf was last 
changed when the eighth page was amended on 26 September 2012.  We understand that the Council’s Constitution is currently under review, and 
will result in a completely updated document. 
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The Council currently has 9 committees and the Executive, with the Audit Committee responsible for risk management.  New Committee Members are 
appointed by the leader of the political group according to strict rules on proportionality Training is given to the Members, with specific reference to the 
Committee(s) on which they sit.  Committee papers are sent out in line with the Committee timetable, which is published on the Council’s website.   


There is an agenda and meeting minutes documented for each Committee meeting.  These follow a standard format, showing all resolutions made by 
the Committee and summarising discussions during the meeting.  In addition, all Committee agendas and reports are provided to Members prior to 
meetings to ensure that Committee Members have sufficient information and time for decision making.  Audit testing confirmed that decisions are 
documented clearly on the Audit Committee minutes for the meetings held in 2013.  


In order to ensure the integrity of the decision making process Members must declare any interest which may affect their decision making annually, for 
example, sitting on a Committee of another organisation In addition, at each meeting, must declare interests when they are appointed to office, or when 
the acquire new ones. They must also declare interests during a meeting even if they haven’t done so before, Audit testing confirmed that Members 
had provided an individual declaration when they were appointed and through a review of Committee minutes, it was noted that Declarations of Interest 
was listed as a standing agenda item.  A spreadsheet is maintained of each individual member’s interest, and this is accessible to the public on the 
Council’s website.  From an examination of the Members declaration of interest register, we noted that that whilst a register is maintained, this 
document is not dated, and it is therefore difficult to confirm how current the register is.  A recommendation has been raised to address this  


Monitoring and Reporting 


Corporate risks are reviewed in the CORGI meeting and the Audit Committee meeting on a twice annual basis.  CORGI also presents an annual Risk 
Report to the Audit Committee in March of each year.  The report consists of an overview of the CORGI’s monitoring carried out during their meetings.  
Any additions, deletions and updates to a risk on the Corporate Risk Register are reported individually.  In addition, a full list of corporate risks is 
included as an appendix.  Departmental risks are reported to the Senior Management Team twice a year for periodic review.  


Through testing of two CORGI and Audit Committee meetings, we confirmed that risks are monitored and reported in a timely manner. 


Departmental Risks 


Each Head of Service is responsible for managing departmental risks held within their Service Plan.  The Service Plan includes a risk management 
table for documenting key service risks. 


Heads of Service are currently compiling Service Plans for 2014 to 2017.  From discussion with the Corporate and Community Support Manager, we 
understand that current service plan processes and documentation has been reviewed and updated.  From a review of all fifteen service plan key risks 
tables we found: 


 seven out of the fifteen plans did not show controls against all risks;   
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 three plans did not include a risk score against each individual risk; and  


 one plan did not include a risk description against each individual risk. 


If informed decisions are not made in relation to individual risk, this increases the potential for those risks to occur, which may affect service delivery.  
A recommendation has been raised. 


We noted that the draft service plan for Waste and Recycling is being compiled under a different format using a spreadsheet of actions and 
performance indicators.  Use of the different format has been agreed by the Chief Executive.  The spreadsheet can be used as a working document, 
but is still compatible with reporting through the Council's Performance Management and Financial Report produced quarterly.  The spreadsheet can 
also be used within the service to manage ongoing performance.  However, we noted that the spreadsheet does not contain risks.  We were informed 
that a service risk register has been included within the service business continuity plan.  If the service risk register for Works and Recycling is not part 
of the service planning process, there is a risk that this document may not be reviewed and updated annually as part of that process.  A 
recommendation has been raised. 


Positive Risks (opportunities) 


CORGI reviews all the areas where positive risks may occur, such as shared services and partnership working.  The positive risks are also recorded in 
the Covalent system.   


As a result of the reductions in government spending and the need to improve services, leaders of North Devon Council and Torridge District Council 
have signed a declaration of intent to working more closely together in order to provide good quality and value for money services to the residents of 
these two districts.  This has resulted in shared services and strategies in a number of services, including Finance, Human Resources, Planning, and 
Waste and Recycling.  We confirmed that the declaration has been approved by the Council’s Executive at their meeting held on 21 June 2012. 


Compliance with CIPFA / SOLACE 


The Annual Governance Statement (AGS) is a public statement that accompanies the council’s statement of accounts.  It explains how the Council 
manages its governance and control arrangements.  An AGS or similar document is produced by both public and private sector organisations.  


CIPFA, (the Chartered Institute of Public Finance and Accountancy), and SOLACE, (the Society of Local Authority Chief Executives), have published a 
framework that suggests best practice in the preparation of the AGS which the North Devon Council follows.  The framework recommends the review 
and approval of the statement by a Member group to help ensure its robustness and its corporate standing.  The Council’s constitution allocates this 
role to the Audit Committee. 


The Council's Audit Committee is responsible for ensuring proper arrangements are in place for risk management and internal control, this is done by: 
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 Overseeing the production of the Council's Annual Governance Statement and recommending its adoption by Council; 


 Considering the Council's arrangements for corporate governance and agreeing necessary actions to ensure compliance with best practice; and 


 Considering the Council's compliance with its own and other published standards and controls. 


Audit testing confirmed that the Council's Statement of Internal Control is included in the Annual Governance Statement (AGS), which was approved 
by the Audit Committee in July 2013.  The AGS also states the Council's compliance with the Code of Corporate Governance. 


Conclusion 


Based on the work undertaken as detailed in the ‘Audit Objective and Scope’, our overall assessment is that the classification of assurance in respect 
of Risk Management and Corporate Governance is substantial assurance. 


Management should be aware that our internal audit work was performed in accordance with the Public Sector Internal Audit Standards, which are 
different from audits performed in accordance with International Standards on Auditing (UK and Ireland) issued by the Auditing Practices Board. 


Internal audit testing was performed on a judgemental sample basis and focussed on the key controls that mitigated risks.  Internal audit testing is 
designed to assess the adequacy and effectiveness of key controls in operation at the time of the audit.  Definitions of the assurance gradings and 
recommendation gradings used in this internal audit report are provided in Appendix A. 


1.4. Restriction of Use 


As set out in our contract, we wish to draw your attention that this internal audit report may only be used in accordance with our contract and not made 
available to third parties, except as may be required by law or for other statutory review bodies. 


1.5. Acknowledgement 


We would like to thank all North Devon District Council’s staff for their co-operation during the internal audit. 
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2. Observations and Recommendations 


2.1. Consistency of  Service Risk Registers            Priority 2 


Recommendation Rationale Responsibility 


All services should use the Council's standard service plan 
key risk document, as set out in the Risk Management 
Framework.  Services should complete all sections of the 
standard document to ensure risks are scored and include 
controls and / or mitigating strategies. 


 


We examined the risk management table included in the 
Council's service plan template.  We noted whilst there was 
a section for risk description, there was no section for 
controls or mitigating actions.  We noted these had been 
added by Heads of Service to the risk description section. 


From an examination of all fifteen service plan key risks 
tables we found that: 


 seven of the 15 plans did not show controls against 
all risks;   


 three plans did not include a risk score against each 
individual risk; and  


 one plan did not include a risk description against 
each individual risk. 


If informed decisions are not made in relation to individual 
risk, this increases the potential for those risks to occur, 
which may affect service delivery. 


A key risk template has been included on page 22 of the 
Risk Management Framework which should be used by all 
services. 


 


Communications 
Manager 


Management Response Implementation 
Deadline 


Accepted. The Communications Manager will highlight the discrepancies to Heads of Service for resolution in the Plans for 
the period starting from April 2015.   


19 December 2014 
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2.2. The Works and Recycling Risk Register should be part of the Service Planning Process   Priority 2 


Recommendation Rationale Responsibility 


The Works and Recycling service risk register should be 
included in the service planning process to enable it to be 
reviewed and updated at least annually. 


 


Heads of Service are currently compiling service plans for 
2014 to 2016.  We noted that the draft service plan for 
Waste and Recycling is being compiled under a different 
format using a spreadsheet of actions and performance 
indicators.  This has been agreed by the Chief Executive.  
The spreadsheet can be used as a working document, but is 
still compatible with reporting through the Council's 
Performance Management and Financial Report produced 
quarterly.  The spreadsheet can also be used within the 
service to manage ongoing performance.  We noted that the 
spreadsheet does not contain risks, however a service risk 
register has been included within the service business 
continuity plan. 


If the service risk register for Works and Recycling is not part 
of the service planning process, there is a risk that this 
document may not be reviewed and updated annually as 
part of that process. 


Head of Works and 
Recycling 


Management Response Implementation 
Deadline 


Accepted. 30 June 2014 
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2.3. The Council's Members' Register of Interests should be dated       Priority 3 


Recommendation Rationale Responsibility 


The Council should annotate the register of interests held for 
its members, with the completion date to enable users to see 
that the members' interests are current. 


 


From examination of the Councils declaration of interest 
register maintained for its members, we noted that that whilst 
a register is maintained, it is not dated, and it is therefore 
difficult to confirm how current the register is. 


We understand that this register is current (June 2013), but a 
date annotated on the register itself would provide 
confirmation for users of the register. 


N/A 


 


Management Response Implementation 
Deadline 


Not accepted. The register is current, adding a date would not help because it doesn’t mean anything. A recent date would 
not mean that the register was complete, while a date a year or two old would not mean that it was incomplete. There could 
be a re-dating every few months, but in the absence of any change to the register that would just be work for work’s sake. 


Under the legislation, once the Register has been completed after a Councillor is elected, there is no duty to keep it up to 
date.  It only has to be changed if an interest that is not on the Register comes up at Committee.  Our Constitution requires 
Councillors to keep it up to date but there is no statutory basis for them doing so. 


N/A 
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Appendix A - Reporting Definitions 


Assurance Gradings 


We have four categories by which we classify internal audit assurance over the processes we examine, and these are defined as follows: 


Assurance Level Evaluating and Testing Conclusion 


Full There is a sound system of internal control designed to achieve the client’s objectives. 


The control processes tested are being consistently applied. 


Substantial While there is a basically sound system of internal control, there are weaknesses, which put some of the client’s objectives at risk. 


There is evidence that the level of non-compliance with some of the control processes may put some of the client’s objectives at risk. 


Limited Weaknesses in the system of internal controls are such as to put the client’s objectives at risk. 


The level of non-compliance puts the client’s objectives at risk. 


None Control processes are generally weak leaving the processes/systems open to significant error or abuse. 


Significant non-compliance with basic control processes leaves the processes/systems open to error or abuse. 


The assurance gradings provided above are not comparable with the International Standard on Assurance Engagements (ISAE 3000) issued by the 
International Audit and Assurance Standards Board and as such the grading of ‘Full Assurance’ does not imply that there are no risks to the stated objectives. 


Recommendation Gradings 


In order to assist management in using our internal audit reports, we categorise our recommendations according to their level of priority as follows: 


Priority Level Definition 


1 Major issues for the attention of senior management and the audit committee. 


2 Important issues to be addressed by management in their areas of responsibility. 


3 Minor issues resolved on site with local management. 
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Appendix B - Staff Interviewed 


Steve Hearse – Head of Financial Services 


John Patrinos – Corporate and Community Support Manager 


Nina Lake – Senior Projects Officer 
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Appendix C - Audit Objective and Scope 


 ‘The overall objective of this internal audit was to provide the Members, the Chief Executive and other officers with reasonable, but not absolute, assurance 
as to the adequacy and effectiveness of the key controls relating to the following objectives: 


 Strategy; 


 Risk identification;  


 Risk assessment;  


 Control / mitigation strategies;  


 Roles and responsibilities;  


 Decision making;  


 Monitoring and reporting;  


 Department Risk Management;  


 Positive risks (opportunities); and 


 Compliance with CIPFA/SOLACE. 
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Statement of Responsibility 


We take responsibility for this report which is prepared on the basis of the limitations set out below. 


The matters raised in this report are only those which came to our attention during the course of our work and are not necessarily a comprehensive 
statement of all the weaknesses that exist or all improvements that might be made.  Recommendations for improvements should be assessed by you for 
their full impact before they are implemented.  The performance of our work is not and should not be taken as a substitute for management’s responsibilities 
for the application of sound management practices.  We emphasise that the responsibility for a sound system of internal controls and the prevention and 
detection of fraud and other irregularities rests with management and work performed by us should not be relied upon to identify all strengths and 
weaknesses in internal controls, nor relied upon to identify all circumstances of fraud or irregularity.  Even sound systems of internal control can only provide 
reasonable and not absolute assurance and may not be proof against collusive fraud.  Our procedures are designed to focus on areas as identified by 
management as being of greatest risk and significance and as such we rely on management to provide us full access to their accounting records and 
transactions for the purposes of our work and to ensure the authenticity of such material.  Effective and timely implementation of our recommendations by 
management is important for the maintenance of a reliable internal control system. 


Mazars Public Sector Internal Audit Limited 


Bristol 


March 2014 


This document is confidential and prepared solely for your information.  Therefore you should not, without our prior written consent, refer to or use our name 
or this document for any other purpose, disclose them or refer to them in any prospectus or other document, or make them available or communicate them to 
any other party.  No other party is entitled to rely on our document for any purpose whatsoever and thus we accept no liability to any other party who is shown 
or gains access to this document. 


In this document references to Mazars are references to Mazars Public Sector Internal Audit Limited. 


Registered office: Tower Bridge House, St Katharine’s Way, London E1W 1DD, United Kingdom.  Registered in England and Wales No 4585162. 


Mazars Public Sector Internal Audit Limited is a subsidiary of Mazars LLP.  Mazars LLP is the UK firm of Mazars, an international advisory and accountancy 
group.  Mazars LLP is registered by the Institute of Chartered Accountants in England and Wales to carry out company audit work. 


 


 








 


 


 


 


 


 


North Devon District Council 


Final Internal Audit Report 


Efficiency Savings 2013/14 


 
April 2014 
 


This report has been prepared on the basis of the limitations set out on page 10. 


 


Report issued to:  


Steve Hearse   Head of Financial Services 


Jon Triggs  Finance Manager 


 


  


  


This report and the work connected therewith are subject to the Terms and Conditions of the Contract dated 14 September 2011 between North Devon District Council and 
Mazars Public Sector Internal Audit Limited


[1]
.  This report is confidential and has been prepared for the sole use of North Devon District Council.  This report must not be 


disclosed to any third party or reproduced in whole or in part without our prior written consent.  To the fullest extent permitted by law, we accept no responsibility or liability to 
any third party who purports to use or rely, for any reason whatsoever, on this report, its contents or conclusions. 


[1]
  As from 1 February 2014, Mazars LLP purchased the shares of Deloitte & Touche Public Sector Internal Audit Limited from Deloitte LLP.  The company will be known as 


Mazars Public Sector Internal Audit Limited. 


 







North Devon District Council  


 


  


 


Contents 


1. Executive Summary ......................................................................................................................................................................................................... 1 


2. Observations and Recommendations ............................................................................................................................................................................... 5 


Appendix A - Reporting Definitions .......................................................................................................................................................................................... 7 


Appendix B - Staff Interviewed ................................................................................................................................................................................................. 8 


Appendix C - Audit Objective and Scope .................................................................................................................................................................................. 9 


Statement of Responsibility ................................................................................................................................................................................................... 10 


 


 







North Devon District Council  


 


 1 
 


1. Executive Summary 


1.1. Background 


The Comprehensive Spending Review for Autumn 2010 introduced a package of austerity measures that would lead to a cut of Local Government 
funding by 28% over four years.  The Council was notified of its first two years grant settlements, which incorporates £1.2 million and £0.8 million worth 
of grant reductions respectively.  The Council has built these into its plans together with a further estimated cut of 4% per annum, which requires the 
Council to achieve a £1.9 million budget reduction during that period. 


The need for revenue savings is set out in the Council’s Medium Term Financial Strategy (MTFS).  Financial impacts are included against each 
corporate priority and the total savings needed for each year is included. 


Each Head of Service is required to identify potential areas for revenue savings over the next three years, and savings in each year are documented in 
the respective service plan.  Savings identified in each service are also reviewed by the Council’s Finance team and incorporated into a corporate 
savings plan.  The corporate savings are incorporated into the annual budget and uploaded onto the general ledger. 


The performance of savings is monitored against the plan and actions are taken by Heads of Service where necessary.  At the beginning of the 
2013/14, £0.826m savings had been forecasted.  As at 31 December 2013, approximately £0.726 (88%) savings had been achieved. 


 


1.2. Audit Objective and Scope 


This internal audit forms part of the agreed 2013/14 Internal Audit plan as approved by Senior Management. 


The overall objective of this internal audit was to provide Members, the Chief Executive and other officers with reasonable, but not absolute, assurance 
as to the adequacy and effectiveness of the key controls relating to the following objectives: 


 Adequacy of the Authority’s approach to capturing efficiency data to meet and exceed the savings target; 


 Controls over the accuracy of efficiency data including evidence and challenge processes; 


 Reporting of efficiency savings to the Council’s Executive, Audit Committee and any external stakeholders; 


 Directorate efficiency targets reported in service plans and progress against target including monitoring controls and accuracy checks; and  


 Risk assessments are completed to ensure that any operational changes as a result of efficiency savings are considered. 


 


1.3. Key Findings 


We have made two Priority 2 recommendations where we consider controls may be improved.  Our key findings are detailed in the paragraphs below. 
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Adequacy of the Authority’s approach to capturing efficiency data to meet and exceed the savings target  


Each year the Heads of Service identify areas where revenue savings can be made and this includes expenditure reduction or better use of resources 
in order to increase income. 


Savings are initially discussed and considered for each service, through the service planning process.  These are identified and discussed with their 
respective service accountant.  Where an identified saving is deemed achievable it is added to the annual service plan, where a specific section is used 
to record areas identified for revenue savings.  Individual service plans are completed each year and these set out the service’s objectives for a three 
year period.  Budgets are also set out in the service plans, and each budget area contains a detailed description of savings over the next three years, 
and the total savings identified for the year are recorded against the saving targets. 


From examination of all service plans for 2013/14 and 2014/15 across eleven services in the Council, we confirmed that savings had been identified for 
ten out of the 11 services.   We noted that the service plan for Works and Recycling did not include details of efficiency savings for the next three years.  
From examination of corporate documentation, we confirmed the efficiency savings for this service were set at £200,000 for 2013/14.   We were told 
that comprehensive details of the savings have not been included within the service plans as these are confidential.  A report on these savings has 
been provided to the Council’s Executive at their meeting on 5 November 2013.  However, we would expect to see a summary which will provide 
sufficient financial detail to enable a clear link to show how much will be saved compared to budget .  If efficiency savings are not documented within 
service plans, then these will not be monitored as part of the service plan review process, and therefore there is an increase risk that the savings will 
not be achieved.  A recommendation has been raised to address this. 


 


Controls over the accuracy of efficiency data including evidence and challenge processes 


The Accountancy team is responsible for reviewing the budgets and savings identified in the service plans across the Council.  In addition to the 
savings identified in the service plans, saving are also identified at a corporate level.  Since some of the savings identified in the service plans could 
relate to the corporate revenue, they will be removed from the service budgets by the Finance section to avoid duplications.  The Finance Manager will 
incorporate the savings identified at each service line into the annual corporate savings plan for the Council.    In addition, the Saving Plan is submitted 
to the Council's Leadership Team, which consists of members of the Senior Management Team (SMT) and the Executive team.  From examination of 
the Leadership Team meeting minutes, we are satisfied the service and corporate saving plans have been reviewed and approved. 


 


Reporting of efficiency savings to the Council’s Executive, Audit Committee and external stakeholders 


The Council's Executive review and approve the savings before they are set into the budget.  As previously documented, the Executive have reviewed 
the annual savings plan through their Leadership Team, but the savings plan must still be reported formally to the Executive for their approval.  In 
addition, savings performance is reported to the Council’s Executive each quarter with the corporate efficiency savings report also incorporated into the 
Council’s Medium Term Financial Plan (MTFS).  The end of year financial position is reported to the Audit Committee each year. 


From an examination of relevant meeting minutes, we confirmed that the savings for 2013/14 have been approved by the Executive team on 5 March 
2013.  The statement of accounts was presented to the Audit Committee on 30 July 2013. 
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Directorate efficiency targets are reported in service plans and progress against target including monitoring controls and accuracy checks 
are undertaken 


The progress of savings are monitored through the monthly budget monitoring process by Service managers using a budget sheet provided by the 
Accountancy team.  This is generated from the general ledger and shows the actual income and expenditure against each budget’s targets.  Reasons 
should be provided to SMT, for all adverse variances, with appropriate actions to address any issues. 


There are 20 service budgets.  We examined a sample of ten savings allocated to the service budgets for 2013/14, and confirmed that nine out of ten 
showed a favourable variance.  One budget showed a minor adverse variance; however an explanation had been provided.   


In addition, progress against the budgeted savings is reported to the Leadership Team each quarter and following this, the savings are included in the 
quarterly Performance and Financial Management Report, which is reviewed by the Executive team. 


From examination of three Performance and Financial Management reports, and meeting minutes for 2013/14, we confirmed that management 
information is reported to the appropriate bodies in a timely manner. 


 


Risk assessments are completed to ensure that any operational changes as a result of efficiency savings are considered 


Each service plan contains a table which identifies the key risks that could be affected by savings and also shows the impacts on the service and 
relevant stakeholders.  Mitigation controls are also established for adverse impacts. From examination of all eleven service plans for 2013 - 2016, we 
noted that in one instance the impacts of efficiency savings had not been assessed. Where departmental risks have not been formally defined or 
assessed, service risks may not be managed effectively; leading to poor service delivery.   A recommendation has been raised to address this. 


In addition, a strategic risk (CRR 41) in respect of service changes has been included in the Council's Corporate Risk Register, which requires the 
impacts of reductions in funding to be included in the MTFS.  We examined the MTFS and confirmed that the impacts relating to budget cuts had been 
included, and would be monitored through the monthly budget monitoring process. 


 


Conclusion 


Based on the work undertaken as detailed in the ‘Audit Objective and Scope’, our overall assessment is that the classification of assurance in respect 
of Efficiency Savings is Substantial Assurance. 


Management should be aware that our internal audit work was performed in accordance with the Public Sector Internal Audit Standards, which are 
different from audits performed in accordance with International Standards on Auditing (UK and Ireland) issued by the Auditing Practices Board. 


Internal audit testing was performed on a judgemental sample basis and focussed on the key controls that mitigated risks.  Internal audit testing is 
designed to assess the adequacy and effectiveness of key controls in operation at the time of the audit.  Definitions of the assurance gradings and 
recommendation gradings used in this internal audit report are provided in Appendix A. 
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1.4. Restriction of Use 


As set out in our contract, we wish to draw your attention that this internal audit report may only be used in accordance with our contract and not made 
available to third parties, except as may be required by law or for other statutory review bodies. 


 


1.5. Acknowledgement 


We would like to thank all North Devon District Council’s staff for their co-operation during the internal audit. 
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2. Observations and Recommendations 


2.1. Service Plan Efficiency Savings            Priority 2 


Recommendation Rationale Responsibility 


The Works and Recycling service plan should include the 
amounts of their agreed service efficiency savings for the next 
three years.  The accompanying information need not include 
anything which may be of a confidential nature, but should 
provide a summary of the amounts to be included within the 
savings plan. 


 


The amount of the service efficiency savings should be 
included within service plans in order to provide 
transparency and accountability. 


On examination of the savings plans for 2013/16, and 
2014/17, we identified that the service plan for Waste and 
Recycling did not include details of efficiency savings for the 
next three years.  According to the corporate documentation, 
the efficiency savings for the service were £200,000 for 
2013/14.  


We understand that comprehensive details of the savings 
have not been included within the service plans as these are 
confidential.  However, a summary with sufficient financial 
detail to enable a clear link to be maintained to the budgetary 
amounts for the service should be included. 


If efficiency savings are not documented within service 
plans, then these can not be monitored as part of the service 
plan review process, as such there is an increased risk that 
those savings will not be achieved. 


Head of Works and 
Recycling 


Management Response Implementation 
Deadline 


Accepted - savings figures for the Works and Recycling service will be incorporated into their service plan with a clear link to 
the targets included within the budget. 


30 November 2014 
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2.2. The Works and Recycling Risk Register should be part of the Service Planning Process   Priority 2 


Recommendation Rationale Responsibility 


A risk register should be produced for the Works and 
Recycling service to include risks in respect of not achieving 
efficiency savings and the impact they may have on the 
service delivery. 


 


The risk management table in the Council's service plan 
template includes a section for the risk description, but not 
the controls or departmental risks that could impact on the  
efficiency savings or service delivery. 


Out of the eleven service plans, we noted that in one 
instance, Works and Recycling, there was not an 
assessment of the impacts of efficiency savings on service 
delivery.  We understand from their Head of Service that a 
risk register is being produced, and will sit alongside the 
performance spreadsheet. 


Where departmental risks that may impact on efficiency 
savings have not been formally defined or assessed, it may 
result in the savings not being achieved or to poor service 
delivery. 


Head of Works and 
Recycling 


Management Response Implementation 
Deadline 


Accepted by the Finance Manager and the Assistant Manager of Works and Recycling who has been shown the template for 
Risk Management within the Service Plans and will produce a risk register for the service 


30 June 2014 
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Appendix A - Reporting Definitions 
Assurance Gradings 


We have four categories by which we classify internal audit assurance over the processes we examine, and these are defined as follows: 


Assurance Level Evaluating and Testing Conclusion 


Full There is a sound system of internal control designed to achieve the client’s objectives. 


The control processes tested are being consistently applied. 


Substantial While there is a basically sound system of internal control, there are weaknesses, which put some of the client’s objectives at risk. 


There is evidence that the level of non-compliance with some of the control processes may put some of the client’s objectives at risk. 


Limited Weaknesses in the system of internal controls are such as to put the client’s objectives at risk. 


The level of non-compliance puts the client’s objectives at risk. 


None Control processes are generally weak leaving the processes/systems open to significant error or abuse. 


Significant non-compliance with basic control processes leaves the processes/systems open to error or abuse. 


The assurance gradings provided above are not comparable with the International Standard on Assurance Engagements (ISAE 3000) issued by the 
International Audit and Assurance Standards Board and as such the grading of ‘Full Assurance’ does not imply that there are no risks to the stated objectives. 


Recommendation Gradings 


In order to assist management in using our internal audit reports, we categorise our recommendations according to their level of priority as follows: 


Priority Level Definition 


1 Major issues for the attention of senior management and the audit committee. 


2 Important issues to be addressed by management in their areas of responsibility. 


3 Minor issues resolved on site with local management. 
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Appendix B - Staff Interviewed 


Steve Hearse - Head of Financial Services 


Jon Triggs - Finance Manager 


Tony Rumble - Senior Capital Accountant 


Mark Knight - Accountant 


Sue Yap - Accounting Technician 
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Appendix C - Audit Objective and Scope 


 ‘The overall objective of this internal audit was to provide the Members, the Chief Executive and other officers with reasonable, but not absolute, assurance 
as to the adequacy and effectiveness of the key controls relating to the following objectives: 


 Adequacy of the Authority’s approach to capturing efficiency data to meet and exceed the savings target; 


 Controls over the accuracy of efficiency data including evidence and challenge processes; 


 Reporting of efficiency savings to the Council’s Executive, Audit Committee and any external stakeholders; 


 Directorate efficiency targets reported in service plans and progress against target including monitoring controls and accuracy checks; and  


 Risk assessments are completed to ensure that any operational changes as a result of efficiency savings are considered. 
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Statement of Responsibility 


We take responsibility for this report which is prepared on the basis of the limitations set out below. 


The matters raised in this report are only those which came to our attention during the course of our work and are not necessarily a comprehensive 
statement of all the weaknesses that exist or all improvements that might be made.  Recommendations for improvements should be assessed by you for 
their full impact before they are implemented.  The performance of our work is not and should not be taken as a substitute for management’s responsibilities 
for the application of sound management practices.  We emphasise that the responsibility for a sound system of internal controls and the prevention and 
detection of fraud and other irregularities rests with management and work performed by us should not be relied upon to identify all strengths and 
weaknesses in internal controls, nor relied upon to identify all circumstances of fraud or irregularity.  Even sound systems of internal control can only provide 
reasonable and not absolute assurance and may not be proof against collusive fraud.  Our procedures are designed to focus on areas as identified by 
management as being of greatest risk and significance and as such we rely on management to provide us full access to their accounting records and 
transactions for the purposes of our work and to ensure the authenticity of such material.  Effective and timely implementation of our recommendations by 
management is important for the maintenance of a reliable internal control system. 


Mazars Public Sector Internal Audit Limited 


Bristol 


April 2014 


This document is confidential and prepared solely for your information.  Therefore you should not, without our prior written consent, refer to or use our name 
or this document for any other purpose, disclose them or refer to them in any prospectus or other document, or make them available or communicate them to 
any other party.  No other party is entitled to rely on our document for any purpose whatsoever and thus we accept no liability to any other party who is shown 
or gains access to this document. 


In this document references to Mazars are references to Mazars Public Sector Internal Audit Limited. 


Registered office: Tower Bridge House, St Katharine’s Way, London E1W 1DD, United Kingdom.  Registered in England and Wales No 4585162. 


Mazars Public Sector Internal Audit Limited is a subsidiary of Mazars LLP.  Mazars LLP is the UK firm of Mazars, an international advisory and accountancy 
group.  Mazars LLP is registered by the Institute of Chartered Accountants in England and Wales to carry out company audit work. 
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1. Executive Summary 


1.1. Background 


Responsibility for cash collection is delegated to Head of Financial Services, through the Council’s written constitution.  The Finance Manager is 
responsible for managing the cash collection function.  


The Council can receive payments from a number of sources including: 


 Council Tax and Non-Domestic Rates; 


 Reimbursement of Housing Benefit overpayments; 


 Rents of commercial property and services; and 


 Parking fees and fines. 


The Council’s preferred payment is through cheque, debit & credit card and direct debit payments where possible. Cash only forms a small part of the 
Council's receipts.  


The following table illustrates the Council’s payments according to the method of payment (source ICON Global analysis): 


Method of payment Payment 
Code 


2012/13  (£) 2013/14                            
(1/4/13 – 13/1/14) 
(£) 


Cash 01 119,525.25 97,204.82 


Cheque/PO 02, 03, 04 5,822,851.4 5,822,851.4 


Card 14, 15 5,419,555.42 4,921,134.48 


Direct payment 10, 21, 23 19,243,232.38 18,847,279.78 


Other 07, 09, 11, 
22 758,721.5 747,569.65 


The Council’s income is processed through its cash receipting system ‘ICON’, which has been in place for a number of years.  ICON is linked in with 
the Council’s Civica financials system.   Income transactions are posted directly to the ledger when they are processed in ICON.  The ICON system is 
administered by the Finance team. 
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1.2. Audit Objective and Scope 


This internal audit forms part of the agreed 2013/14 Internal Audit plan as approved by Senior Management. 


The overall objective of this internal audit was to provide the Members, the Chief Executive and other officers with reasonable, but not absolute, 
assurance as to the adequacy and effectiveness of the key controls relating to the following objectives: 


 Policies and procedures;  Policies and procedures; 


 Collection & Recording of 
Payments, including debit & credit 
card, internet, phone, post office 
and any other methods of payment; 


 Collection & Recording of Payments, 
including debit & credit card, internet, 
phone, post office and any other 
methods of payment; 


 Banking;  Banking; 


 Incorrect and post dated cheques;  Incorrect and post dated cheques; 


 Payments;  Payments; 


 


1.3. Key Findings 


We have made 2 Priority 3 recommendations where we consider controls may be further improved.  Our key findings are detailed in the paragraphs 
below. 


Policies and Procedures 


The Council has an Electronic Payments Policy in place.  This policy includes the roles and responsibilities for those staff involved in the cash collection 
process.  It was noted although the policy had been updated in December 2009, there was no version control to verify that this had been completed.  
Supporting the Electronic Payments Policy is guidance relating to staff taking payments through the Council's payments portal, ‘Webstaff’.   There was 
no version control on this guidance.  A date of 30 August 2007 was noted on the guidance which related to the date print outs had been taken.  A new 
system upgrade has been implemented in November 2013.  The new Webstaff guidance will be added to the staff intranet.  A recommendation has 
been raised for the policy and guidance to be reviewed and updated. 
 
There is an Anti Money Laundering Policy in place.  This document sets out the Council’s commitments towards anti money laundering, together with 
its legislative responsibilities.  This documented was last reviewed and updated in June 2012. 
 
Cash collection procedures are included in the Financial Procedure Rules, which is contained within the Council’s Constitution.  The Constitution is 
available to all staff via the staff intranet.  Examination of the procedures found that they include the delegation of responsibility to the Head of Financial 
Services, assisted by the Chief Accountant and the Accountancy Team.   
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Access to the Council’s Cash Receipting system ‘ICON’ is managed by the Accountancy Section.  A quarterly reconciliation is completed of all users 
against their respective departmental structure.  Head of Service are requested to confirm all user access within their respective areas is appropriate, 
and that users are current employees.   Audit testing noted the latest reconciliation had been completed as at 30 September 2013, with a further review 
due early in 2014.  A further test carried out comparing a list of the Council’s creditor system users and those who could take payments on the ICON 
system, confirmed no user could both take payments and set up a creditor. 
 
Collection and recording of income 


The Civic Centre reception areas can take cash, cheque or card payments in person from the public.  Credit or debit card payments can be made over 
the phone either by calling the Council directly or using an automated payment line.  The Council's website can take credit or debit card payments.  
Regular payments such as Council Tax or Non-Domestic Rates can be paid via direct debit.  Cash, cheque or card payments to the Council can be 
made at banks and post offices. 


Two members of staff are assigned to post opening duties to reduce the risk of misappropriation of income.  All individual cheques are listed on a daily 
takings sheet. Cash and cheques paid in at a reception area are also recorded on the daily takings sheet.   Audit testing of a sample of twenty income 
transactions, between 1 April 2013 and 30 November 2013, noted seven different types of cash and income recording sheets in use throughout the 
Council.  A recommendation has been included to review the sheets with a view to producing a more standard approach. 


The cash and cheques with their respective daily takings sheet is taken on a daily basis to the Accountancy Assistant responsible for the recording of 
income on the cash receipting system.   Testing of a sample of twenty income transactions, between 1 April 2013 and 30 November 2013, verified each 
daily takings sheet sampled is signed and dated by two people, which reduces the risk of income being lost or stolen. 


Banking 


Income is collected by a security collection contractor on a daily basis.  A paying in slip is completed for the daily income which reflects the totals of the 
cash and cheques taken to the cashier’s office.  The security collection contractor will provide a receipt and seal number for the takings.  Audit testing 
of a sample of twenty income transactions, between 1 April 2013 and 30 November 2013, confirmed amounts processed through the cashier’s office 
matched those receipted by the security collection contractor. 


Incorrect and post dated cheques 


The Accounting Technician has a record of all post dated cheques and when these are due for payment to the bank.  Cheques are not put through the 
system until they are due.   A calendar is maintained when payment is due which enables the cheques to be put through the system according to their 
cheque date.  The respective account will not be updated as paid until each cheque payment is cleared by the bank.  Audit confirmed the process was 
in place and operating as intended. 
 
All cheques are reviewed by the cashier for incorrect or incomplete details.  If not picked up by the cashier, or is another form of payment, the bank will 
reject the payment.  The bank will send a list of all the payments for the day, including those which are incorrect.  Incorrect or rejected cheques are 
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returned to the Council.  The relevant service and payer is notified, with a request of the appropriate payment.  Any incorrect payment will not affect the 
recovery process which will take place as normal.  Audit confirmed the process was operating according to the procedure in place. 
  
Payments 


All card payments and direct debit payment include a reference which assigns the payment to the appropriate account. Payment using the Council’s 
website is via a third party banker to reduce the risk of payment being diverted and stolen.  Testing of a sample of twenty card payments transactions, 
between 1 April 2013 and 30 November 2013, verified all payments sampled had been assigned to the correct account.   


Reconciliation 


Reconciliations are undertaken for the cash receipting system to the general ledger, and for the bank statement to the cashbook. 


A daily reconciliation is undertaken between the cash receipting system and the general ledger.   


Reconciliation is undertaken between the bank statement and the cashbook monthly Timing differences between income received by the bank and 
expected income are recorded, along with any anomalies.  Audit testing of three reconciliations, between 1 April 2013 and 31 October 2013, verified 
the general account and cashbook reconciliations had been signed and dated by the preparer and the reviewer.  However, from July 2013 to October 
2013, only one single reconciliation had been completed for the whole period.  This was completed on 15 November 2013.  The delay has been 
documented as being due to a number of timing issues on non-material amounts found in the individual reconciliations of July, August and September.  
These have now cleared enabling the cash book to balance.  The reconciliations are now fully up to date.  If reconciliations are not performed on a 
regular basis there is a risk that errors will not be identified promptly leading to greater resources being required to address such errors.  As a 
recommendation has been raised in our recent Main Accounting System and Budgetary Control review, we have not reiterated this issue within this 
report. 


Suspense Accounts 


The Council maintains income suspense accounts for direct payments for revenue income such as for car parking and payment of Council tax, and one 
for general payments for larger income transactions such as funding received from Central Government. 


Suspense accounts are cleared daily.  Items transferred to the suspense accounts are primarily for income received without a reference to enable 
direct transfer to an individual account. Transfer to the individual account is completed following verification by the budget holder.  From testing 
undertaken on a sample of twenty items in the suspense account, it was verified all suspense accounts had been cleared on a timely basis, and had 
been signed and dated by the reviewer. 
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Conclusion 


Based on the work undertaken as detailed in the ‘Audit Objective and Scope’, our overall assessment is that the classification of assurance that can 
be taken in respect of Cash Collection is substantial assurance. 


Management should be aware that our internal audit work was performed in accordance with the Public Sector Internal Audit Standards, which are 
different from audits performed in accordance with International Standards on Auditing (UK and Ireland) issued by the Auditing Practices Board. 


Our internal audit testing was performed on a judgemental sample basis and focussed on the key controls mitigating risks.  Internal audit testing is 
designed to assess the adequacy and effectiveness of key controls in operation at the time of the audit.  Definitions of the assurance gradings and 
recommendation gradings used in this internal audit report are provided in Appendix A. 


1.4. Restriction of Use 


As set out in our contract, we wish to draw your attention that this internal audit report may only be used in accordance with our contract and not made 
available to third parties, except as may be required by law or for other statutory review bodies. 


1.5. Acknowledgement 


We would like to thank all North Devon District Council’s staff for their co-operation during the internal audit. 
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2. Observations and Recommendations 


2.1. Policies and procedures should be reviewed and updated - Priority 3 


Recommendation Rationale Priority [X] 
Responsibility 


 


Policies should be reviewed and updated on a regular basis.  
These should also detail the date they were updated and the 
date at which they are due to be reviewed in the future. 


 


 


Regular review of policies allows officers to identify and 
highlight where processes and requirements have changed 
to that these remain up to date. 
 
We have been advised that the Council's .Electronic 
Payments Policy was last updated in December 2009.  
However, the document itself is not dated and there is no 
version control.  We were therefore unable to obtain 
verification of this review/update being undertaken.  
Supporting the Electronic Payments Policy is guidance 
relating to staff taking payments through the Council's 
payments portal, ‘Webstaff’.   There was no version control 
on this guidance.  A date of 30 August 2007 was noted on 
the guidance which related to the date print outs had been 
taken.  A new system upgrade has been implemented in 
November 2013.  The new Webstaff guidance will be added 
to the staff intranet. 
 
Where policies are not regularly reviewed there is a risk that 
these may become out of date and staff may not be able to 
carry out their duties properly resulting in inefficient and 
ineffective use of resources.  This could cause a delay in 
processing income. 


 


 


Finance Manager 


Management Response Implementation 
Deadline 


Accepted – Finance Manager.  Electronic payment and PPI Compliance work will be completed post 2013.  The Electronic 
Payments Policy should be updated by 31/3/14. 


31 March 2014 
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2.2. Departmental cash forms should contain standard fields - Priority 2 


Recommendation Rationale Priority [X] 
Responsibility 


 
All service income and cashing up sheets should be reviewed 
and updated to ensure comprehensive information is 
provided. 


 


Income summaries should contain sufficient information to 
enable accurate recording and the provision of a clear audit 
trail. 
 
Audit testing of 20 cashing up/income summary sheets 
revealed different types of sheet for each service tested; 
seven in total.   At the very least sheets should include a 
totals field and fields for providing officer's signature and the 
date completed. 
 
If income is receipted inaccurately, this may lead to a 
possible loss in income for the Council, resulting in decisions 
being made using unreliable information. 


Finance Manager 


Management Response Implementation 
Deadline 


Accepted – Finance Manager.  Each of the service areas have different information needs, but the sheets will be reviewed for 
date and signature. 


31 January 2014 
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Appendix A - Reporting Definitions 


Assurance Gradings 


We have four categories by which we classify internal audit assurance over the processes we examine, and these are defined as follows: 


Assurance Level Evaluating and Testing Conclusion 


Full There is a sound system of internal control designed to achieve the client’s objectives. 


The control processes tested are being consistently applied. 


Substantial While there is a basically sound system of internal control, there are weaknesses, which put some of the client’s objectives at risk. 


There is evidence that the level of non-compliance with some of the control processes may put some of the client’s objectives at risk. 


Limited Weaknesses in the system of internal controls are such as to put the client’s objectives at risk. 


The level of non-compliance puts the client’s objectives at risk. 


None Control processes are generally weak leaving the processes/systems open to significant error or abuse. 


Significant non-compliance with basic control processes leaves the processes/systems open to error or abuse. 


The assurance gradings provided above are not comparable with the International Standard on Assurance Engagements (ISAE 3000) issued by the 
International Audit and Assurance Standards Board and as such the grading of ‘Full Assurance’ does not imply that there are no risks to the stated objectives. 


Recommendation Gradings 


In order to assist management in using our internal audit reports, we categorise our recommendations according to their level of priority as follows: 


Priority Level Definition 


1 Major issues for the attention of senior management and the audit committee. 


2 Important issues to be addressed by management in their areas of responsibility. 


3 Minor issues resolved on site with local management. 
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Appendix B - Staff Interviewed 


Jon Triggs    - Chief Accountant 


Susan Yap   - Accounting Technician 


Kerry Bennett   - Insurance and Admin Assistant 


Caroline McEvansoneya  -  Insurance and Technical Accounting Officer 
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Appendix C - Audit Objective and Scope 


 ‘The overall objective of this internal audit was to provide the Members, the Chief Executive and other officers with reasonable, but not absolute, assurance 
as to the adequacy and effectiveness of the key controls relating to the following objectives: 


 Policies and procedures; 


 Collection & Recording of Payments, including debit & credit card, internet, phone, post office and any other methods of payment; 


 Banking; 


 Incorrect and post dated cheques; 


 Payments; 


 Reconciliations; and 


 Suspense accounts. 
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Statement of Responsibility 


We take responsibility for this report which is prepared on the basis of the limitations set out below. 


The matters raised in this report are only those which came to our attention during the course of our work and are not necessarily a comprehensive 
statement of all the weaknesses that exist or all improvements that might be made.  Recommendations for improvements should be assessed by you for 
their full impact before they are implemented.  The performance of our work is not and should not be taken as a substitute for management’s responsibilities 
for the application of sound management practices.  We emphasise that the responsibility for a sound system of internal controls and the prevention and 
detection of fraud and other irregularities rests with management and work performed by us should not be relied upon to identify all strengths and 
weaknesses in internal controls, nor relied upon to identify all circumstances of fraud or irregularity.  Even sound systems of internal control can only provide 
reasonable and not absolute assurance and may not be proof against collusive fraud.  Our procedures are designed to focus on areas as identified by 
management as being of greatest risk and significance and as such we rely on management to provide us full access to their accounting records and 
transactions for the purposes of our work and to ensure the authenticity of such material.  Effective and timely implementation of our recommendations by 
management is important for the maintenance of a reliable internal control system. 


Mazars Public Sector Internal Audit Limited 


London 


March 2014 


This document is confidential and prepared solely for your information.  Therefore you should not, without our prior written consent, refer to or use our name 
or this document for any other purpose, disclose them or refer to them in any prospectus or other document, or make them available or communicate them to 
any other party.  No other party is entitled to rely on our document for any purpose whatsoever and thus we accept no liability to any other party who is shown 
or gains access to this document. 


In this document references to Mazars are references to Mazars Public Sector Internal Audit Limited. 


Registered office: Tower Bridge House, St Katharine’s Way, London E1W 1DD, United Kingdom.  Registered in England and Wales No 4585162. 


Mazars Public Sector Internal Audit Limited is a subsidiary of Mazars LLP.  Mazars LLP is the UK firm of Mazars, an international advisory and accountancy 
group.  Mazars LLP is registered by the Institute of Chartered Accountants in England and Wales to carry out company audit work. 


 


 








Audit Committee 20th May 2014 


North Devon Council Procurement System  


By Procurement & Service Delivery Manager 


1. Introduction 


1.1 This report looks at the current processes and management in place to procure 


goods and services for the authority. This is in response to the Committee being 


interested to learn about how the current procurement system operates and the 


measures that are in place. 


2. Guidance and Policy for Staff 


2.1 In June 2010 The Guidelines to the Contract Procedure Rules  were adopted to 


accompany the Contract Procedure Rules. This document clearly states the 


process and explained to staff the parameters to which they are bound.  


2.2 The principles are still valid but the guidelines need to be updated to allow for 


changes that have taken place. These are items such as our electronic 


procurement system and the new European Directives out this year.    


2.3 The Contract Procedure Rules (Appendix 14) are part of the Constitution and 


give very clear information on what needs to be complied with by employees 


when undertaking a procurement process. This document will also need review 


after the new E.U.Directives have been put into English Law. 


2.4 Insite has information to staff about the process of procurement and who to 


contact for assistance. E-learning has two modules available to view on line as 


described below. 


 


3 Training for Staff 


3.1 There are two modules on e-learning that are available to all staff through Insite. 


The first is for all staff and gives as appreciation of what Procurement is and what 


needs to be considered. The second, more comprehensive module, is for those 


who are involved with procuring goods and services and gives an overview of the 


whole service and who is available for help. 


3.2 Training has been given on the electronic procurement system for those who 


procure goods and services. This has been rolled out slowly over a period of 


time. The last training day was in January 2014 for 18 members of staff on quick 


quotations for small value works. 


3.3 Our Legal Officer Simon Fuller has led on some Contracts and  Procurement 


Training supported by the Procurement and Service Delivery Manager. This has 


been attended by 41 Officers and has clearly outlined the process to be followed, 







the pitfalls and the need for transparency. The slides for this training are to be 


made available on Insite. 


 


4 Existing Process of Procurement 


4.1 There are several levels of procurement that are covered in the guidance to staff 


and have set processes. From the initial one quote, order and invoice to the full 


project, Executive approval and European Procurement.  


4.2 All processes are auditable. As Procurement and Service Delivery Manager I 


have access to the Council spend and can view all invoices and have the 


authority to trace them back to source. This is done on a regular basis and has 


not found any impropriety but has highlighted some failings in documentation or 


understanding. This then can be corrected and appropriate action taken if 


needed. This can be direct contact with staff or the formation of a training 


program. 


4.3 Larger value tenders or European Tender would be put through the e-


procurement system which is fully auditable. This system is hosted third party 


and used by all local Authorities in the South West. The procurement Team must 


be nominated at the beginning of any process and other than the lowest value 


quotes will require several Officers to be involved. There is also an overview by 


the Procurement Officer and Head of Finance and the Legal Officer has an Audit 


function that can look at any stage of any procurement. Support is available to 


use this system from the Property & Technical Department. 


4.4 Procurement of Goods and Services is the responsibility of the individual 


departments. As such it is the responsibility of the Head of Each Service to 


ensure that the procurement process is adhered to. Full support is offered by 


Legal and Property & Technical Departments if required.  


4.5 Once the procurement process is complete then the order has to be raised. This 


is through the Civica finance system and is fully auditable. Each officer has a limit 


to the about they can authorise and anything above this needs a second 


authority from a responsible officer. This ensures there is a budget available, the 


order is to a legitimate company and that the order can be traced back to source. 


 


5 Summary 


5.1 The procurement process is linked in from the first consideration of any need for 


a small value through to a full project, approved by Executive and with a full 


European tender. 


5.2 Significant effort has been made to train and provide sufficient training to the 


relevant staff and support and monitoring is an ongoing process. 


5.3 At each level there is sufficient control and monitoring to ensure compliance to 


the legal and corporate requirements. 
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Introduction 


 


This paper provides the Audit Committee with a report on progress in delivering our responsibilities as your external auditors.  The paper also 


includes: 


• a summary of emerging national issues and developments that may be relevant to you as a district council 


• includes a number of challenge questions in respect of these emerging issues which the Committee may wish to consider. 


  


Members of the Audit Committee can find further useful material on our website www.grant-thornton.co.uk, where we have a section dedicated 


to our work in the public sector. Here you can download copies of our publications – 'Local Government Governance Review 2013', 'Towards a 


tipping point?', 'The migration of public services', 'The developing internal audit agenda', 'Preparing for the future', 'Surviving the storm: how 


resilient are local authorities?'  


 


If you would like further information on any items in this briefing, or would like to register with Grant Thornton to receive regular email updates 


on issues that are of interest to you, please contact either your Engagement Lead or Audit Manager. 


 


Elizabeth Cave Engagement Lead  T 0117 305 7885   M 07880 456128      liz.a.cave@uk.gt.com 


Mark Bartlett     Audit Manager        T 0117 305 7896   M 07880 456123      mark.bartlett@uk.gt.com 
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Progress at 20 May 2014 


Work Planned date Complete? Comments 


2013-14 Accounts Audit Plan 


We are required to issue a detailed accounts audit 


plan to the Council setting out our proposed approach 


in order to give an opinion on the Council's 2013-14 


financial statements. 


 


May 2014 Yes The Audit Plan is included on the agenda of this 


meeting. 


Interim accounts audit  


Our interim fieldwork visit includes: 


• updating our review of the Council's control 


environment 


• updating our understanding of financial systems 


• review of Internal Audit reports on core financial 


systems 


• early work on emerging accounting issues 


• early substantive testing 


• proposed Value for Money conclusion. 


 


January – March 


2014 


Yes The findings from our interim audit are included in 


the Audit Plan. 


2013-14 final accounts audit 


Including: 


• audit of the 2013-14 financial statements 


• proposed opinion on the Council 's accounts 


• proposed Value for Money conclusion. 


July – September 


2014 


No Our final accounts audit is due to commence in 


August 2014. 
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Progress at 20 May 2014 


Work Planned date Complete? Comments 


Value for Money (VfM) conclusion 


he scope of our work to inform the 2013/14 VfM 


conclusion is focussed on the arrangements for: 


• Securing financial resilience 
• Prioritising resources within tighter budgets 


 


We will undertake a risk assessment to identify any 


significant risks which we will need to address before 


reaching our value for money conclusion. 


January – 


September 2014 


No Our initial risk assessment identified the financial 


resilience of the Council as the only risk. The Audit 


Plan sets out the key areas of work we will be 


covering as part of our VfM work. 


Grant claims and certification 


We anticipate that the only claim requiring certification 


will be: 


• Housing benefit subsidy for 2013/14 


 


June – November 


2014 


No The Certification Work Plan is included on the 


agenda. 
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Emerging issues and developments 
 


Grant Thornton 


Local Government Governance Review – Working in Tandem 


 


In this age of austerity, as authorities seek new and innovative ways to reduce costs and deliver front-line services, effective governance 


frameworks are essential to support sound decision making.  


 


Our third annual review into local authority governance aims to assist senior management and elected members of councils and fire & 


rescue authorities to assess the strength of their governance arrangements and to prepare for the challenges ahead. 


Focusing on three particular aspects of governance – risk leadership, partnerships and alternative delivery models (ADMs) and public 


communication – the key messages from the report are: 


• While more than 90% of our survey felt their organisations encouraged well-managed risk taking and innovation, almost 40% felt there 


was a lack of clear leadership from members about risk appetite 


• Almost one third of respondents had concerns about the blame culture in their organisation  


• The associated risks of partnership working and ADMs are not being adequately dealt with by existing governance arrangements: 


almost one third of respondents did not think that all parties shared the same understanding, or spoke the same language about risk. 


Further, one quarter doubted whether members and officers were clear about their individual and collective roles and responsibilities 


• More than one third of respondents said the annual governance statement (AGS) failed to explain how the authority handled risk; 40% 


of respondents felt their explanatory foreword did not help the public to understand the authority’s financial management  


• Local authorities are working hard to improve communication with the public, but could still be more proactive, for example through 


annual reports and social media The report highlights examples of good practice and also poses a number of questions for 


management and members, to help them assess the strength of their current governance arrangements. 
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Emerging issues and developments 


Grant Thornton 


A guide to local authority accounts 


 


This guide is designed to help members of audit committees discharge their responsibilities for the financial statements. It aims to help 


them understand and challenge the accounts, supporting notes and other statements. 


 


Local authority audit committee members are not expected to be financial experts, but they are responsible for approving and issuing the 


authority's financial statements. They also play a key role in ensuring accountability and value for money are demonstrated to the public. 


 


However, local authority financial statements are complex and can be difficult to understand: they must comply with CIPFA's Local 


Authority Code of Practice, which is based on the International Financial Reporting Standards (IFRS), and also the requirements of 


accounting and financing regulations of central government. IFRS provides a comprehensive framework (over 3,000 pages of mandatory 


requirements) for the production of financial statements in the public and private sector. This framework is continually being refined. 


 


We have prepared this guide for members to use as part of their review of the financial statements. It explains the key features of the 


primary statements and notes that make up a set of financial statements. It also includes key challenge questions to help members assess 


whether the financial statements show a true and fair view of their authority's financial performance and financial position. 
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Understanding your business 


Challenges/opportunities 


1. Financial Resilience 


 The Council has achieved its 


financial plans in recent 


years  and  now faces a £1.7 


million decrease in the 


funding it receives in the next 


two years. The Council also 


faces increasing cost 


pressures over the period. In 


2014/15 the budget gap 


amounts to £1.5m. 


2. Achieving savings 


 The Council continues to  


work with Torridge District 


Council to share the 


management of some  


services. 


3. Local Authority Mortgage 


Scheme (LAMS) 


 The Council contributed £1m 


to support the LAMS in 


2012/13. In addition it has 


proposed a further £1m 


which will be considered in 


the capital programme for 


2014/15 dependent on the 


success of the scheme. 


4. Arrangements for securing 


economy, efficiency and 


effectiveness 


 The Council's longer term 


financial plans are dependent 


on achieving the savings 


identified within the Waste 


management and recycling 


service and other areas. 


5. Business  Rate Retention 


Scheme (BRRS) 


 This is the first year that the 


scheme has operated. To 


mitigate the risks borne by 


potential reduced collection, 


the Council has joined a 


Devon wide district authority 


pool to share the risks and 


rewards of the scheme 


Our response 


• We will review the Council's 


response to the economic 


pressures, in particular 


plans for filling the budget 


gap and progress on 


savings delivery. As part of 


our Value for money 


conclusion we will issue a 


separate report on the 


Council's responses. 


 We will continue to monitor 


the Council's arrangements 


to review whether they are 


delivering the savings 


anticipated and whether 


there is any adverse effect 


on service delivery. 


 We will continue to monitor 


the Council's accounting 


treatment for this scheme 


 The Council's progress in 


implementing the savings 


plan will be considered as 


part of review of the Council's 


financial resilience. 


 We will monitor the results 


reported by the Council and 


the accounting treatment of 


any gains or losses arising. 


 


Guidance note 


Consider the topic heading 


suggested on this slide, and 


select those which are relevant 


to provide more detailed 


comment/analysis. 


In planning our audit we need to understand the challenges and opportunities the Council is facing.  We set out a summary of our understanding below. 







©  2014 Grant Thornton UK LLP   | 


Developments relevant to your business and the audit 


In planning our audit we also consider the impact of key developments in the sector and take account of national audit requirements as set out in the Code of Audit Practice 


('the code') and associated guidance. 


Developments and other requirements 


1.Financial reporting 


 Changes to the CIPFA Code 


of Practice 


 Clarification of Code 


requirements around PPE 


valuations 


 Changes to NDR accounting 


and provisions for business 


rate appeals 


2. Legislation 


 Local Government Finance 


settlement  


 Welfare reform Act  2012 


 


3. Corporate governance 


 Annual Governance 


Statement (AGS) 


 Explanatory foreword 


 


4. Pensions 


 The impact of 2013/14 


changes to the Local 


Government pension 


Scheme (LGPS) 


5. Financial Pressures 


 Managing service provision 


with less resource 


 Progress against savings 


plans 


6. Other requirements 


 The Council is required to 


submit a Whole of 


Government accounts pack 


on which we provide an audit 


opinion  


 The Council completes grant 


claims and returns on which 


audit certification is required 


Our response 


We will ensure that 


 the Council complies with the 


requirements of the CIPFA 


Code of Practice and 


business rate appeals 


through discussions with 


management and our 


substantive testing  


 We will discuss the impact of 


the legislative changes with 


the Council through our 


regular meetings with senior 


management and those 


charged with governance, 


providing a view where 


appropriate 


 


 We will review the 


arrangements the Council 


has in place for the 


production of the AGS 


 We will review the AGS  and 


the explanatory foreword to 


consider whether they are 


consistent with our 


knowledge 


 We will review how the 


Council dealt with the impact 


of the 2013/14 changes 


through our meetings with 


senior management 


 We will review the Council's 


performance against the 


2013/14 budget, including 


consideration of performance 


against the savings plan 


 We will undertake a review 


of Financial Resilience as 


part of our VFM conclusion 


 We will carry out work on the 


WGA pack in accordance 


with requirements 


 We will certify grant claims 


and returns in accordance 


with Audit Commission 


requirements 


 


Guidance note 


"One Firm" - use to bring ideas, 


issues or opportunities to our 


clients.  Consult with other 


service lines or sector teams for 


relevant matters.  This is 


intended to identify issues 


relevant for audit attention and  


the prime focus on matters 


relevant to the current financial 


period.  See AFR DL1000 for 


crib sheets to assist you with 


your discussions with your 


clients on the areas that are of 


relevance to them 


 


Red text is generic and should 


be updated specifically for your 


client. 


Once updated, change text 


colour back to black. 
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Devise audit strategy 


(planned control reliance?) 


Our audit approach 


Global audit technology 
Ensures compliance with International 


Standards on Auditing (ISAs) 


Creates and tailors  


audit programs 


Stores audit 


evidence 


Documents processes  


and controls 


Understanding 


the environment 


and the entity 


Understanding 


management’s 


focus 


Understanding 


the business 


Evaluating the 


year’s results 


Inherent  


risks 


Significant  


risks 


Other 


risks 


Material 


balances 


Yes No 


 Test controls 


 Substantive 


analytical 


review 


 Tests of detail 


 Test of detail 


 Substantive 


analytical 


review 


Financial statements 


Conclude and report 


General audit procedures 


IDEA 


Extract 


your data 


Report output 


to teams 


Analyse data 


using relevant 


parameters 


Develop audit plan to 


obtain reasonable 


assurance that the 


Financial Statements 


as a whole are free 


from material  


misstatement and 


prepared in all 


materiala respects 


with the CIPFA Code 


of Practice 


framework using our 


global methodology 


and audit software 


Note: 


a. An item would be considered 


material to the financial statements 


if, through its omission or non-


disclosure, the financial statements 


would no longer show a true and 


fair view. 
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Significant risks identified 
'Significant risks often relate to significant non-routine transactions and judgmental matters. Non-routine transactions are transactions that are unusual, either due to size or 


nature, and that therefore occur infrequently. Judgmental matters may include the development of accounting estimates for which there is significant measurement 


uncertainty' (ISA 315).  


In this section we outline the significant risks of material misstatement which we have identified.  There are two presumed significant risks which are applicable to all audits 


under auditing standards (International Standards on Auditing – ISAs)  which are listed below: 


 


Guidance note 


Red text is generic and should 


be updated specifically for your 


client. 


Once updated, change text 


colour back to black. 


Delete unused rows if there are 


no ‘other’ entity-specific risks. 


Significant risk Description Substantive audit procedures 


The revenue cycle includes 


fraudulent transactions 


Under ISA 240 there is a presumed risk that revenue 


may be misstated due to the improper recognition of 


revenue. 


Work completed to date: 


 Review and testing of revenue recognition policies 


Further work planned: 


 Review and testing of revenue recognition policies 


 Testing of material revenue streams  


 


Management over-ride of controls Under ISA 240 there is a presumed risk that the risk of 


management over-ride of controls is present in all 


entities. 


Work completed to date: 


 Discussion on  and review of accounting estimates, judgments and decisions made 


by management 


 Testing of journal entries 


Further work planned: 


 Review of accounting estimates, judgments and decisions made by management 


 Testing of journal entries 


 Review of unusual significant transactions 
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Other risks identified 


The auditor should evaluate the design and determine the implementation of the entity's controls, including relevant control activities, over those risks for which, in the 


auditor's judgment, it is not possible or practicable to reduce the risks of material misstatement at the assertion level to an acceptably low level with audit evidence obtained 


only from substantive procedures (ISA 315).  


In this section we outline the other risks of material misstatement which we have identified as a result of our planning. 


 


Other 


reasonably 


possible 


risks Description Work completed to date Further work planned 


Operating 


expenses 


Creditors understated or 


not recorded in the correct 


period 


• Review of system documentation and walkthrough of 


transaction 


 Substantively test a sample of expense transactions in month 12 and year 


end adjustments/reconciliations. 


 Review and testing of creditors/liability balances of unusual and large 


amounts. 


 Review of unrecorded liabilities and after date payments to ensure all 


liabilities have been identified and accounted for. 


Employee 


remuneration 


Employee remuneration 


accrual understated 


• Review of system documentation and walkthrough of 


transaction 


• Substantively tested a sample of employees to 


confirm they have a valid appointment form. 


 Substantively test a sample of  payroll transactions to underlying evidence 


 Review year end reconciliation of the payroll system to the general ledger. 


 Analytical procedures over the payroll figures throughout the year to 


ensure that  they are reasonable and complete. 


Welfare 


Expenditure 


Welfare benefit 


expenditure improperly 


computed 


• Review of system documentation and walkthrough of 


transaction 


 Substantive testing of welfare expenditure for the whole year to gain 


assurance over the welfare expenditure figures. 


 Review the reconciliation of the housing benefit system to the general 


ledger. 


Property, 


Plant & 


Equipment 


Revaluation 


measurements not correct 


• Review of system documentation and walkthrough of 


transaction 


 Review PPE accounting policies and disclosures in supporting notes. 


 Review of internal controls relating to PPE valuations 


 Detailed review of the expertise and work completed by the valuer. 


 Review of accounting entries in respect of any revaluations to ensure 


these are fully and accurately reflected in the accounts and are in line with 


the clarified CIPFA Code of Practice on Local Authority Accounting. 
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Value for money 


Value for money 


The Code requires us to issue a conclusion on whether the Council has put in 
place proper arrangements for securing economy, efficiency and effectiveness in 
its use of resources. This is known as the Value for Money (VfM) conclusion.  


Our VfM conclusion is based on the following criteria specified by the Audit 
Commission: 


 


 


We have undertaken a risk assessment to identify areas of risk to our VfM 
conclusion. As in 2012/13 the Financial Resilience of the Council remains the 
only risk identified. 


We will look at the key indicators of the Council's financial performance and 
update our reviews of strategic financial planning, financial governance and 
financial control using our 2012/13 assessment as the baseline. 


The results of our VfM audit work and the key messages arising will be reported 
in our Audit Findings report and in the Annual Audit Letter. We will issue a 
separate report in respect of  Financial resilience.  


 


VfM criteria Focus of the criteria 


The organisation has proper 


arrangements in place for securing 


financial resilience 


The organisation has robust systems and 


processes to manage financial risks and 


opportunities effectively, and to secure a 


stable financial position that enables it to 


continue to operate for the foreseeable 


future 


The organisation has proper 


arrangements for challenging how 


it secures economy, efficiency and 


effectiveness 


The organisation is prioritising its 


resources within tighter budgets, for 


example by achieving cost reductions and 


by improving efficiency and productivity 
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Results of  interim audit work 


The findings of our interim audit work, and the impact of our findings on the accounts audit approach, are summarised in the table below: 


 


Work performed and findings Conclusion 


Internal audit We have reviewed internal audit's overall arrangements in 


accordance with auditing standards.  Our work has not identified any 


issues which we wish to bring to your attention. 


We also reviewed internal audit's work on the Council's key financial 


systems to date. We have not identified any significant weaknesses 


impacting on our responsibilities. 


Overall, at this point in time, we have concluded that the 


internal audit service provides an independent and satisfactory 


service to the Council and that internal audit work contributes 


to an effective internal control environment at the Council. 


We will review future reports issued by internal audit to 


consider their findings and whether there is any impact on our 


audit approach. 


 


Walkthrough testing We have completed walkthrough tests of controls operating in areas 


where we consider that  there is a risk of material misstatement to 


the financial statements.  


Our work has not identified any issues which we wish to bring to your 


attention. Internal controls have been implemented in accordance 


with our documented understanding.  


Our work has not identified any weaknesses which impact on 


our audit approach.  


Review of information technology 


controls 


Our information systems specialist will be performing a high level 


review of the general IT control environment, as part of the overall 


review of the internal controls system. We will also perform a follow 


up of the issues that were raised last year.  


We have yet to conclude our review and we will report the 


results to management and summarise any issues for those 


charged with governance before the financial statements are 


approved. 
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Results of  interim audit work (continued) 


 


 


Work performed Conclusion 


Journal entry controls We have reviewed the Council's journal entry policies and 
procedures as part of determining our journal entry testing strategy 
and have not identified any material weaknesses which are likely to 
adversely impact on the Council's control environment or financial 
statements. 
 
We have undertaken detailed testing on journal transactions 
recorded for the first nine months of the financial year, by extracting 
a sample of entries for further review.  


We will undertake further testing of journal entries as part of 


our final audit fieldwork. 


We will report to management any issues that we find during 


the course of the audit and summarise them in our final report 


to those charged with governance, before the financial 


statements are approved. 


We have made a recommendation that  the section 151 officer 


should not have the ability to post journals. 


 


Early substantive testing We have tested a sample of employees to confirm  they have a valid 
appointment form and are being paid at an appropriate scale. 
 
We have confirmed  the existence ownership of a sample of land 
and buildings included in the opening trial balance. 


This work will be concluded during the final audit. 


Our work has identified that the property deeds are often in the 


names of the predecessor organisations. 


We have recommended that a programme be undertaken to 


have all Council properties registered in the Council's name 


with the land registry. These details should be recorded on the 


asset register. 
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The audit cycle 


Key dates 


Completion/ 


reporting  
Debrief 


Interim audit  


visit 


Final accounts 


Visit 


Jan – March 2014 July – Sept 2014 September 2014 Sept 2014 


Key phases of our audit 


2013-2014 


Date Activity 


January 2014 Planning 


January/ March 2014 Interim site visit 


May 2014 Presentation of audit plan to Audit Committee 


July – Sept 2014 Year end fieldwork 


September 2014 Audit findings clearance meeting with Head of Finance 


23 September 2014 Report audit findings to those charged with governance (Audit Committee) 


September 2014 Sign financial statements opinion 







©  2014 Grant Thornton UK LLP   | 


Fees 


£ 


Council audit 62,301 


Grant certification 9,768 


Total fees (excluding VAT) 72,069 


Fees and independence 


Our fee assumptions include: 


 Supporting schedules to all figures in the accounts 


are supplied by the agreed dates and in accordance 


with the agreed upon information request list 


 The scope of the audit, and the Council and its 


activities, have not changed significantly 


 The Council will make available management and 


accounting staff to help us locate information and 


to provide explanations 


Independence and ethics 


We confirm that there are no significant facts or matters that impact on our independence as auditors that we are 


required or wish to draw to your attention. We have complied with the Auditing Practices Board's Ethical 


Standards and therefore we confirm that we are independent and are able to express an objective opinion on the 


financial statements. 


Full details of all fees charged for audit and non-audit services will be included in our Audit Findings report at the 


conclusion of the audit. 


We confirm that we have implemented policies and procedures to meet the requirement of the Auditing Practices 


Board's Ethical Standards. 


 


 


Fees for other services 


Service Fees £ 


None Nil 


 


Guidance note 


'Fees for other services' is to be 


used where we need to 


communicate agreed fees in 


advance of the audit.  At the 


time of preparation of the Audit 


Plan it is unlikely that full 


information as to all fees 


charged by GTI network firms 


will be available. Disclosure of 


these fees, threats to 


independence and safeguards 


will therefore be included in the 


Audit Findings report. 


 


Red text is generic and should 


be updated specifically for your 


client. 


Once updated, change text 


colour back to black. 
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Communication of  audit matters with those charged with governance 


Our communication plan 


Audit 


plan 


Audit 


findings 


Respective responsibilities of auditor and management/those charged 


with governance 


 


Overview of the planned scope and timing of the audit. Form, timing 


and expected general content of communications 


 


Views about the qualitative aspects  of the entity's accounting and 


financial reporting practices, significant matters and issue arising during 


the audit and written representations that have been sought 


 


Confirmation of independence and objectivity   


A statement that we have complied with  relevant ethical requirements 


regarding independence,  relationships and other matters which might  


be thought to bear on independence.  


Details of non-audit work performed by Grant Thornton UK LLP and 


network firms, together with  fees charged.   


Details of safeguards applied to threats to independence 


 


 


 


Material weaknesses in internal control identified during the audit  


Identification or suspicion of fraud involving management and/or others 


which results in material misstatement of the financial statements 


 


Non compliance with laws and regulations  


Expected modifications to the auditor's report, or emphasis of matter  


Uncorrected misstatements  


Significant matters arising in connection with related parties  


Significant matters in relation to going concern  


International Standards on Auditing  (ISA) 260, as well as other ISAs, prescribe matters 


which we are required to communicate with those charged with governance, and which 


we set out in the table opposite.   


This document, The Audit Plan, outlines our audit strategy and plan to deliver the audit, 


while The Audit Findings will be issued prior to approval of the financial statements  and 


will present key issues and other matters arising from the audit, together with an 


explanation as to how these have been resolved. 


We will communicate any adverse or unexpected findings affecting the audit on a timely 


basis, either informally or via a report to the Council. 


Respective responsibilities 


This plan has been prepared in the context of the Statement of Responsibilities of 


Auditors and Audited Bodies issued by the Audit Commission (www.audit-


commission.gov.uk).  


We have been appointed as the Council's independent external auditors by the Audit 


Commission, the body responsible for appointing external auditors to local public bodies 


in England. As external auditors, we have a broad remit covering finance and 


governance matters.  


Our annual work programme is set in accordance with the Code of Audit Practice ('the 


Code') issued by the Audit Commission and includes nationally prescribed and locally 


determined work. Our work considers the Council's key risks when reaching our 


conclusions under the Code.  


It is the responsibility of the Council to ensure that proper arrangements are in place for 


the conduct of its business, and that public money is safeguarded and properly 


accounted for.  We have considered how the Council is fulfilling these responsibilities.  



http://www.audit-commission.gov.uk/

http://www.audit-commission.gov.uk/

http://www.audit-commission.gov.uk/
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Appendices 
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Action plan 


Priority 
High - Significant effect on control system 
Medium - Effect on control system 
Low - Best practice 


Rec 


No. Recommendation Priority Management response 


Implementation date & 


responsibility 


1 The Council should ensure that all 


properties it owns are registered in the 


Council's name with the land registry. 


These details should be recorded on the 


asset register. 


 


Low This has been raised and discussed at SMT as an issue 


that needs resolution.  The Head of Legal Services is 


reviewing the assets that need work in order to establish 


the cost associated with their registration.  This will then 


be discussed at SMT to confirm whether the work 


should be undertaken bearing in mind raised as a low 


priority. 


31 December 2014 


Ken Miles - Head of Legal 


Services 


2 The section 151 officer should not be able 


to post journals to the ledger. 


Medium Agreed. The system access to allow the s151 officer to 


post journals has been removed. 


Immediate 


Mark Knight - Accountant 
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Our approach to Housing Benefit Subsidy certification work 


Overall review of 


financial 


statements 


Introduction 


As the Council's appointed external auditor, we undertake grant certification work 


acting as an agent of the Audit Commission. The only claim which requires 


certification at North Devon District Council for 2013/14 is the Housing Benefit 


Subsidy claim. 


 


The Department for Work and Pensions (DWP) requires external certification of 


the Housing Benefit Subsidy claim each year.  The Audit Commission agrees 


certification arrangements with the DWP and issues a certification instruction. The 


arrangements include the deadline for submission of each claim by authorities 


(30/4/2014) and the deadline for certification by auditors (30/11/2014). 


 


 


 


 


 


 


 


 


Role of all parties 


The table below summarises the respective roles and responsibilities of the parties 


involved in the certification process. 


 
Party Role & responsibility 


DWP Sets conditions of subsidy and deadline for 


submission for pre-certified and certified claims 


Audit Commission Issues certification instruction ('BEN01')  for auditor 


work 


Council Submits claim for certification to the Appointed 


Auditor within DWP submission deadlines 


Appointed Auditor Certifies claim in accordance with Audit Commission 


certification instruction and within certification 


deadline 


The Council’s role is set out in more detail below: 


 


• the Head of Finance is responsible for ensuring that supporting accounting 


records are sufficient to document the transactions for which claims are 


made.  These records should be maintained in accordance with proper 


practices and kept up to date, including records of income and expenditure 


in relation to the Housing Benefit Subsidy claim 


• the Council should ascertain the requirements of schemes at an early stage to 


allow those responsible for incurring eligible expenditure to assess whether it 


falls within the scheme rules and to advise those responsible for compiling 


claims and returns to confirm any entitlement 


• the Council should ensure all deadlines for interim and final claims are met 


to avoid sanctions and penalties from grant paying bodies 


• the DWP requires the Council’s certificate to be given by an appropriate 


senior officer.  This is typically the Head of Finance or an officer authorised 


by written delegated powers 


• the Council should monitor arrangements with any third parties involved in 


the certification process. 
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Overall review of 


financial 


statements 


Claims history 


The most significant claims and returns in 2012/13 were: 


• housing and council tax benefits scheme 


• national non-domestic rates return 


 


Due to changes in government funding, there are a number of schemes that either 


finished in 2012/13 or where funding is no longer ring-fenced.  For the Council 


this means that there will be no certification under the Audit Commission regime 


of the following schemes this year: 


• council tax benefit (previously part of the housing and council tax benefits 


scheme) 


• national non-domestic rates return 


 


Our certificate 


Following our work on each claim or return, we issue our certificate.  The wording 


of this states that the claim is fairly stated and in accordance with the relevant 


terms and conditions.  Our certificate also states that the claim has been certified: 


 


• without qualification 


• without qualification but with agreed amendments incorporated by the Council 


or 


• with a qualification letter (with or without agreed amendments incorporated by 


the Council). 


 


 


 


 


 


 


Where a claim is qualified because the Council has not complied with the strict 


requirements set out in the DWP's terms and conditions, there is a risk that the 


DWP will retain funding claimed by the Council or claw back funding which has 


already been provided or has not been returned.   


 


In addition, where the claim requires amendment or is qualified, this increases 


the time taken to undertake this work, which may impact on the certification 


fee. 


 


Certification work fees 


The Audit Commission sets an indicative fee for grant claim certification based 


on the 2011/12 actual certification fees for each council.  The indicative fee for 


the Council is £9,768. The fee is based on the following assumptions: 


• there will be no change in the scope of our work due to the control 


environment in place during the year 


• the Council provides adequate working papers to support each entry in the 


claim  


• the Council’s staff are available to deal with our queries in a timely manner 


and provide such explanations and supporting evidence necessary to support 


entries. 


 


Where there is any significant variation from these assumptions,  we will discuss 


a variation to the indicative scale fee with the Council and the Audit 


Commission. 
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Overall review of 


financial 


statements 


Administration 


When the claim is completed, a copy of the signed claim should be sent to Mark 


Bartlett at the following address: 


  


Grant Thornton UK LLP 


1st Floor, Unit 26-28 


Basepoint 


Yeoford Way 


Marsh Barton Trading Estate 


Exeter 


EX2 8LB 


  


• The original claim should be retained by the Council. 


 


Managing the certification process – our role 


• We intend to certify the Housing Benefit Subsidy claim in accordance with 


the deadlines set by the Audit Commission.  If we receive the claim after the 


Council's submission deadline, we will endeavour to certify it within the Audit 


Commission deadline but, where this is not possible, within three months 


from receipt 


• A copy of the certified claim will be sent to the relevant named contact when 


the certification process is complete, along with a copy of  the qualification 


letter, where applicable 


• Copies of the certification instruction can be provided on request 


• We expect to complete the certification work by 30/11/2014 and will issue a 


grant certification report highlighting any issues that need to be brought to 


the Council’s attention.  
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NORTH DEVON DISTRICT COUNCIL 
 
 


REPORT TO: AUDIT COMMITTEE 


Date: 20 May 2014 


TOPIC: AUDIT RECOMMENDATION TRACKER 


REPORT BY: CORPORATE & COMMUNITY SUPPORT MANAGER 


 
 


1 Introduction 
 


1.1 This is the regular progress report to the Committee in relation to action taken to 
address internal and external audit recommendations. 


 
2. Recommendations 


 
2.1 That the Committee note the actions that have been taken to address identified 


risks since the 11 March 2014 Committee meeting. 
 


2.2 That the Committee raises any areas of concern arising from the list of 
outstanding recommendations. 


 


3. Reasons for Recommendations 
 


3.1 To give assurance to the Committee that audit recommendations are being 
actively managed, and to give the Committee a full opportunity to review any 
areas of concern. 


  


4. Report 
 


4.1 SMT has reviewed the high and medium risk audit recommendations to assess 
progress and instigate any required actions. 
 


4.2 Table A provides a status position on all audit recommendations held within 
Covalent. Housing Benefits 2013/14 (4) 


o Licensing 2013/14 (1) 
Table A) Recommendations within the system 


 


 Completed Overdue Cancelled Not due Total 


High 17 1 0 2 20 
Medium 382 21 16 8 427 
Low 407 28 20 4 459 


Totals 806 50 36 14 906 
 
 
 







 


Audit recommendations completed since the last Audit Committee 
 


Report Author: Jo Ash 


Generated on: 07 May 2014 


  


 


Recommendation Latest Note 


10 CM 01 Timetable established for resolving the signing of the Landmark Theatre lease Closure Note: Contracts Delivery Manager: This action has been completed. 


A timetable has been prepared regarding the preparation of a lease for the 


Landmark.  


Agreed by Audit Committee on 11 March 2014  


10 CM 07 The demarcation of responsibility for of the repairs & renewals should be 


taken up as a schedule within the lease agreement 


Closure Note: Contracts Delivery Manager: Part of the work done to close 


10 CM 01 involved the demarcation of responsibilities so this action has 


been completed.  


Agreed by Audit Committee on 11 March 2014  


10 CM 10 Monitor Theatres Trust financial position & identify if reserve do stabilise and 


whether the Trust can cope with its financial pressures 


This recommendation would have been closed except for the Audit 


Committee resolution in January 2012 "that action code 10 CM 10 remain 


on the tracker to be monitored until after the budget had been set for 


2012/13 and that an update on the action be provided at the next 


meeting".  


Closure Note: On 11 March 2014 the Committee agreed that the item could 


be closed.  


12 D 03 Regular analysis on the levels of general debt should be undertaken at a senior 


level 


Closure Note: Closed at the request of the Audit Committee held on 13 


March 2014  


12 WM 05 Consider retendering clinical waste collection as per Contract Procedure 


Rules 


Closure Note: HoS Works & Recycling, tendering was considered through an 


approved framework agreement, however upon investigation, our present 


supplier was actually already providing better value for money. 


  







 


Recommendation Latest Note 


12 WM 11 WM information should be used to monitor & improve performance via 


management meetings & actions plans 


Closure Note:  Hos Works and Recycling. Due to regular meetings, it is felt 


that this action has been achieved. 


13 BCM 04 Review of Corporate Business Continuity Plan to ensure the plan is current 


and reflective of the Council's corporate continuity needs 


Closure Note: closed following the report of the Community Protection 


Manager to the Audit Committee on 11 March 2014.  


13 BCM 09 HoS to provide details of training/exercising to SMT quarterly -- enter new status update -- 


13 C 03 Approval levels within Civica AFP system should be reconciled with current 


authorised signatory list 


Closure Note: Finance Manager: Users and authorisation levels within 


purchasing system are reviewed during the year and reconciled to HR leaver 


records on a quarterly basis. Recent review will be further reconciled to the 


Authorised Signatory listing.  


13 CC 01 Cash collection procedures should be reviewed on an annual basis with 


version control 


Closure Note: Finance Manager: majority of procedure notes have been 


updated to reflect any changes and dated/version controlled.  


13 CC 02 All service income and cashing up sheets should be reviewed and updated to 


encourage consistent standards of information provided. 


Service area cash income sheets updated to include officer name and 


signatory and total recorded  


13 SC 02 Records of inspection standards to be completed by Cleansing Supervisor for 


each inspection 


Closure Note: HoS Works and Recycling: Monitoring Sheets were introduced 


by the deadline. 


13 WM 02 Ensure Calibration of Vehicle's Weight Recording Equipment is Accurate to 


Minimise Overloading 


Closure Note: HoS Works and Recycling: process for recalibration of 


weighing systems following overloading has been implemented. 


14 P&SE 03 Fuel receipts should be provided Closure Note: email was sent 3 April 2014  


 


 


 


 


 


 


 


 


 


 







 


Overdue audit recommendations 
 


Report Author: Jo Ash 


Generated on: 08 May 2014 


  


 


Recommendation Progress Due Latest Note 


11 CP 03 Corporate Planning: Agree set of PIs & targets for ND+ and 


report results to Members annually 
 30-Sep-2011 Economic Regeneration Manager: There is an agreed 


set of PIs and these have been reported to the Board. 


These now need to be reported to Members. The 


funding agreement is also covered under 


recommendation 13 R 05.  


11 LLC 01Local and Land Charges: Complete an electronic 


procedure manual of operational duties 


 31-Dec-2012 Electoral Services Manager: Work is continuing.  


11 MoCA 01 Maintenance of Council Assets Sufficient licenses for 


Technology Forge are obtained 


 30-Jun-2011 Management Comment: There are sufficient licences 


for P&T Team to be able to perform adequately at the 


moment. However to improve efficiency more will be 


required in the future.  


12 C&CE 03 Contracts and Capital Expenditure: Update the 


Sustainable Procurement Strategy including the progression of the 


action plan as required 


 31-Aug-2013 Procurement Manager: The draft National Strategy is 


yet to be finalised and DDP wish to have a joint 


strategy locally. It is proposed to await the guide from 


Central Government before committing to abortive 


work.  


12 C&P 01Commissioning and Procurement:  Review & update 


Council's Contract Procedure Guidance to reflect current procedures 


 31-Dec-2012 Communications Manager: Final guidance received by 


Comms. Document will be uploaded after proofing.  


12 C&P 03 Commissioning and Procurement: Formalise contractual 


arrangements for water analysis & private water supplies. Also, 


review other framework agreements by DCC to ensure individual 


agreements are in place 


 30-Nov-2012 Management Response: Accepted - Management to 


have improved training in procurement and procedure 


rules. Head of Service to ensure staff compliance.  







 


Recommendation Progress Due Latest Note 


12 C&P 04 Commissioning and Procurement:  Key performance 


indicators should be in place for procurement. The information 


relating to the indicators should be reported and analysed, with 


action taken to improve where necessary. 


 31-Oct-2012 Procurement Manager: No resolution reached - no 


easily obtained meaningful KPI's  


12 CC 04 Cash Collection: Market test or if appropriate tender the 


secure cash collection contract 
 31-Mar-2012 Review of current provider and overall cash collection 


for Authority to be carried out post Accommodation 


moves and location of new one-stop shop at Lynton 


House  


12 D 07 Debtors: Create an automated (implex) rule to enable 


incorrectly payments for business rates (BR) to be paid to BR 


suspense account 


 31-Mar-2013 Payment details have been identified and looking at 


Icon Impex rules to test  


13 BCM 01 Business Continuity Management: Review Service 


Business Resumption Plans to reflect NDC's objectives & service 


delivery needs, to inc key staff, silver rotas as required. 


 17-Mar-2014 Management Response: Accepted  


13 C&CE 02 Contracts and Capital Expenditure: Provide full 


procurement guidance on Insite to ensure process is followed and 


linked to other processes 


 30-Apr-2013 Communications Manager: Final guidance received by 


Comms. Document will be uploaded after proofing.  


13 CT&NNDR 01 Council Tax & National Non-Domestic Rates: The 


Income Collection and Debt Recovery Policy should be reviewed and 


updated on a regular basis 


 31-Dec-2013 Policy has been reviewed by both Revenues and 


Benefits Managers - awaiting changes to be fed to 


Finance Manager to update policy with debtors section 


amendments  


13 CT&NNDR 02 Council Tax & National Non-Domestic Rates: 


Reconciliations between Councils IBS system and the Valuation 


Office Agency schedule of properties in a timely manner. 


 31-Dec-2013 Management Response: Agreed. The Revenues 


Manager accepts the recommendation and this will be 


implemented as soon as resources allow.  


13 CT&NNDR 03 Council Tax & National Non-Domestic Rates:  


Reconciliations between IBS and GL should be signed and dated by 
 31-Dec-2013 Management Response: Agreed. The Revenues 


Manager accepts this recommendation and will 


implement this for the New Year.  







 


Recommendation Progress Due Latest Note 


the completing officer 


13 D 01 Debtors:  Policies to be reviewed and updated with to 


include date of amendments and expiry date 


 31-Dec-2013 Policy has been reviewed by both Revenues and 


Benefits Managers - awaiting changes to be fed to 


Finance Manager to update policy with debtors section 


amendments  


13 ES 01 Efficiency Savings: W&R to produce a service risk register 


re. efficiency savings & the impacts these would have on service 


delivery 


 31-Mar-2013 HoS Works & Recycling: Works Unit Administration 


Manager is finalising the register 


13 HB 04 Housing Benefits: Payments over £1k to a single claimant 


to be formally checked & signed in triplicate review 


 31-Aug-2013 Management Response: Accepted, but the checks will 


be done for individual payments over £1500 due to 


rent increases.  


13 SC 01 Street Cleaning:  Identify information to support 


operational decisions for cleansing inc reporting of KPIs 


 31-Mar-2014 HoS Works and Recycling: this is ongoing and is fed by 


the team 1:2:1 meetings and management meetings. 


13 WM 03 Waste Management: Formulate a suite of local indicators, 


linked with NPIs to improve operational service 


 31-Mar-2014 HoS Works and Recycling: looked at but no local 


indicators established yet - still using the national set 


as reported through Waste Dataflow'.  


14 HS & HN 01 Homelessness Service (Temporary Accommodation) 


2013/14 and Housing Needs (inc Choice Based Lettings):  Update 


strategies for Housing, Homelessness and Rough Sleepers and 


ensure all information is current 


 31-Dec-2013 Management Response: Agreed  


14 P&SE 02 Payroll and Staff Expenses: Expense claim description 


and approval process 


 31-Jan-2014 Management Response: Accepted. The Payroll Officer 


will send a reminder to all staff, which will include 


highlighting staff and line manager responsibilities. An 


interoffice table will be created and provided to staff.  


14 P&SE 04 Payroll & Staff Expenses:  Staff expenses reported to 


SMT 


 30-Apr-2014 New budget monitoring report to SMT for 2014-15 will 


include expenses information  


  







 


5. Progress tracking of Annual Governance Statement 
 


5.1 An annual review of NDC’s governance arrangements leads to the Annual 
Governance Statement, which forms part of the Statement of Accounts.  


 
5.2 In addition to any other issues the review captures recommendations from 


external and internal audit and inspections and sets out an action plan. This plan 
is tracked through Covalent.  


 
5.3 2010/11 AGS action plan is 90% complete  


2011/12 AGS action plan is 50% complete 
 


6. Constitution Context  
 


Appendix and 
paragraph 


Referred or 
delegated power? 


5.5 Delegated 


 


7. Statement of Internal Advice 
 
7.1 The author (below) confirms that advice has been taken from all appropriate 


Councillors and officers. 
 


 
Author: Jo Ash                Date:  8 May 2014          Reference: Audit Recommendation Report May 2014 


 
 







 


 
 
 


Annual Governance Statement 
 


Action Code & Title Description Status Progress Bar Latest Note Due Date 
Committee 


Action 


11 AGS Annual Governance Statement 2010/11   


11 AGS 08 Annual 
assessment in June 
by Committee of 
External Audit 
performance 


Issue: An annual assessment by the Committee of the 


performance of external audit.  
Action: To be done at each June's meeting.  


Due date revised from 31 July 2011, to 31 July 2012 and at 
the November 2012 meeting is was revised again to July 
2013.  


  


22-Nov-2012 Due date revised from 
31 July 2011, to 31 July 2012 and at 
the November 2012 meeting is was 
revised again to July 2013.  


31-Jul-2013 


 


12 AGS Annual Governance Statement 2012/13   


12 AGS 02 Develop 
appropriate 
governance 
arrangements to 
ensure effective 
management of 
shared services 


 
  


12-Dec-2013 It is suggested that hte 
completion date for this to be deferred 
until the Summer of 2014  


31-Dec-
2013 


 


13 AGS Annual Governance Statement 2013/14   


13 AGS 01 Address 
MTFS forcast of a 
spending gap 


Address the Medium Term Financial Strategy 2013/17 
forecasts that will be necessary to reduce spending by £1.5m 
by 2016/17  


  


17-Dec-2013 The forecast has been 
adjusted since the action was drafted. 
Substantial work has been done.  


29-Mar-2014 
 


13 AGS 02 
Implementation of an 
Organisational Wide 
Improvement Plan 


Implementation of an organisational wide improvement plan to 
address weaknesses in staff moral, appraisal process, internal 
comms, management capabilities  


  


17-Dec-2013 The plan has been 
drafted and much of it has been 
delivered during the year, although 
much remains still to be achieved.  


29-Mar-2014 


 


13 AGS 03 Review of 
Business Continuity 
Plan 


A Review of all Business continuity Plans to address the 
potential for severe disruption of Council services by extreme 
weather events, such as localised flooding of council property.  


  
 29-Mar-2014 


 


13 AGS 04 
Implement Agreed 
Procurement 
Improvement Plan 


Implement agreed procurement improvement plan to improve 
the Council's procurement processes    


17-Dec-2013 Work is underway with a 
training programme in place and 
guidance notes nearly ready. [Note: 
this overlaps with several audit 
recommendations on procurement]  


29-Mar-2014 
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This report and the work connected therewith are subject to the Terms and Conditions of the Contract dated 14 September 2011 between North Devon District Council and 
Mazars Public Sector Internal Audit Limited [1].  This report is confidential and has been prepared for the sole use of North Devon District Council.  This report must not be 
disclosed to any third party or reproduced in whole or in part without our prior written consent.  To the fullest extent permitted by law, we accept no responsibility or liability to 
any third party who purports to use or rely, for any reason whatsoever, on this report, its contents or conclusions. 
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Introduction 


Purpose of this Report 


This report summarises the work that Internal Audit has undertaken and the key control environment themes identified across North Devon District Council 
(the Council) during the 2013/14 financial year, the service for which is provided by Mazars Public Sector Internal Audit Limited


1
. 


The purpose of the Annual Internal Audit Report is to meet the Head of Internal Audit annual reporting requirements set out in the Public Sector Internal Audit 
Standards (PSIAS) and the Accounts and Audit Regulations 2011).  The PSIAS requirements are that the report must include: 


 An annual internal audit opinion on the overall adequacy and effectiveness of the organisation’s governance, risk and control framework (the control 
environment); 


 A summary of the audit work from which the opinion is derived (including reliance placed on the work by other assurance bodies); and 


 A statement on conformation with the PSIAS and the results of the internal audit quality assurance and improvement programme (QAIP), if applicable. 


The report should also include: 


 The disclosure of any qualifications to that opinion, together with reasons for the qualification; 


 The disclosure of any impairments or restriction in scope; 


 A comparison of the work actually undertaken with the work that was planned and a summary of the performance of the internal audit function against its 
performance measures and targets; 


 Any issues judged to be particularly relevant to the preparation of the annual governance statement; and 


 Progress against any improvement plans resulting from QAIP external assessment. 


It should be noted that the Council is responsible for ensuring its business is conducted in accordance with the law and proper standards, and that public 
money is safeguarded and properly accounted for, and used economically, efficiently and effectively.  North Devon District Council also has a duty under the 
Local Government Act 1999 to make arrangements to secure continuous improvement in the way in which it functions are exercised, having regard to a 
combination of economy, efficiency and effectiveness. 


In discharging this overall responsibility, North Devon District Council is also responsible for ensuring that there is a sound system of internal control which 
facilitates the effective exercise of the Authority’s functions and which includes arrangements for the management of risk. 


                                                   
1
  As from 1 February 2014, Mazars LLP purchased the shares of Deloitte & Touche Public Sector Internal Audit Limited from Deloitte LLP.  The company will be known as Mazars Public Sector 


Internal Audit Limited. 
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Overview of Internal Audit Approach 


As Internal Audit, our role is to provide an annual assurance statement on the adequacy and effectiveness of the Council’s systems of governance, risk 
management and internal control. 


Overview of Work Done 


The Audit Plan for 2013/14 included a total of 26 internal audit projects.  We have liaised with senior management throughout the year to ensure that internal 
audit work undertaken continues to focus on the high risk areas and, in the light of new and ongoing developments in the Authority, help ensure the most 
appropriate use of our resources. 


As a result of this liaison, some changes were agreed to the plan during the year.  Some internal audit projects have been added to or deleted from the Plan, 
others have been consolidated or split into separate elements, and the timing of a number of others has been changed.  Consequently, the total number of 
projects actually undertaken in 2013/14 was 25 compared to 22 in the prior year - refer to the Overall Summary for further detail.  It should be noted that there 
were no scope impairments or restrictions in 2013/14. 


We generally undertake individual internal audit projects with the overall objective of providing the Members, the Chief Executive and other officers with 
reasonable, but not absolute, assurance as to the adequacy and effectiveness of the key controls over a number of management’s objectives.  Other audit 
projects are geared more towards the provision of specific advice and support to management to enhance the economy, efficiency and effectiveness of the 
services and functions for which they are responsible.  We also undertake IT audits, probity audits and anti-fraud work.  All internal audit work was performed 
in compliance with the PSIAS. 


All internal audit reports include our recommendations and agreed actions that, if implemented by management, will enhance the control environment and the 
operation of the key management controls. 


This report sets out the results of the work performed as follows: 


 Overall summary of work performed by Internal Audit including an analysis of report gradings; and 


 Key themes identified during our work in 2013/14. 


In this report, we have drawn on the findings and assessments included in all internal audit reports issued in 2013/14, including those that, at this time, remain 
in draft.  It should be noted therefore that the comments made in respect of any draft reports are still subject to management response. 
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Overall Summary 


As illustrated in the tables below, we have noted an overall improvement in North Devon District Council’s control environment during the audit 
year.  During the 2013/14 year, some 21 (95%) of internal audit projects, where an assurance rating was relevant were rated ‘substantial assurance’ 
compared with 20 (91%) in the prior year.  Three audit reports (VAT, Crematorium and Follow up) do not provide an opinion.  We have also noted 
an improvement in the number of internal audit projects rated ‘limited assurance’ down from two to one.  


Report Ratings 


As in 2012/13, we have noted areas of improvement throughout the Council, including better control over key financial systems.  All financial audit reports 
were substantial assurance and the overall number of recommendations fell from 21 to 18.  There were no priority one recommendations. 


We are pleased to report that we have not issued any ‘nil assurance’ opinions in 2013/14.  Similarly we issued one report (5%) with a ‘limited assurance’ 
opinion compared with two (9%) in the previous year, which shows an improvement on the prior year. 


 


 Number of Projects 


Assurance Gradings 2013/14 2012/13 


Full 0  0% 0 0% 


Substantial  21  95% 17 89% 


Limited  1  5% 2 11% 


Nil  0  0% 0 0% 


Sub-Total  22  19  


Merged Audits / No Opinion Audits  3  3  


Total Audits Delivered  25  22  


Audits Cancelled / Deferred  1  0  


Total  26  22  
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Opinion 2013/14 


From the Internal Audit work undertaken in compliance with the PSIAS in 2013/14, it is our opinion that we can provide Substantial Assurance that the 
system of internal control in place at North Devon District Council for the year ended 31 March 2014 accords with proper practice, except for the significant 
control environment issues as documented in Appendix 1.  The assurance can be further broken down between financial and non-financial systems, as 
follows: 


 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 


 
Our overall opinion is that internal controls 
within operational systems operating 


throughout the year are fundamentally sound. 


ASSURANCE - 


NON-FINANCIAL SYSTEMS 


 
Our overall opinion is that internal controls 
within financial systems operating throughout 


the year are fundamentally sound. 


ASSURANCE - 


FINANCIAL SYSTEMS 
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Key Themes Identified 


As Internal Audit continues to apply a risk based approach, our audit projects assess the governance framework, the risk management process as 
well as the effectiveness of controls across a number of areas.  Our findings on these themes are set out below.  Overall, we have seen a 
significant improvement in the control environment and whilst further remedial action needs to take place, we have noted that management has 
already started addressing our most significant findings. 


Corporate Governance 


As part of our work this year, we have again completed an evaluation of the governance arrangements in order to assist the Council and the S151 officer in 
the preparing the Annual Governance Statement for 2013/14. 


As in 2012/13, we have concluded that there is reasonable assurance that the Council’s governance arrangements are largely compliant with the best 
practice guidance on corporate governance issued by CIPFA/SOLACE.  This opinion is based on: 


 The external auditor’s annual audit letter 2012/13, where no significant weaknesses in the internal control arrangements were identified, and 


 Our audit of the Council’s corporate governance arrangements that provided an overall substantial assurance rating. 


Risk Management 


Based on an internal audit of the Council’s risk management framework, we have concluded that there is reasonable assurance that the Council’s risk 
management processes are sufficiently formalised and provide information on key risks and issues relating to directorates and the Council as a whole.  We 
found there are processes for identification, recording, and reporting risks, controls, and to help identify action plans to mitigate risks to an acceptable level.  
The audit provided an overall substantial assurance rating, and we have raised recommendations to further enhance and embed risk management 
processes. 
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Internal Control - Key Financial Systems 


Each year Internal Audit carries out audit projects of the Council’s key financial systems, working in accordance with the managed audit process agreed with 
the external auditors. 


This process allows the external auditors to place reliance on the work performed by Internal Audit to provide the Council with the necessary assurance that 
key financial controls in the fundamental systems are operating satisfactorily and support a robust control environment.   The table below summarises the audit 
gradings in this key area: 


 


 


 


 


 


 


 


 


 


 


 


The control environment around key financial systems is similar to 2012/13 with all financial audit reports continuing to have substantial assurance although 
the overall number of recommendations fell from 21 to 18.  There continued to be no priority one recommendations.   


However, one key issue identified from our audit work related to the IT Disaster Recovery Plan finding that it is out of date, does not independently cover all 
critical business locations, operations and systems; and the documentation included in it is incomplete, and poorly organised.  Management have accepted 
and begun to address the recommendations in the report. 


A summary of key findings for all 2013/14 Internal Audit projects rated as nil/limited is included at Appendix 1. 


  


0% 


100% 


Assurance Gradings - Key Financial Systems 2013/14 


Full


Substantial


Limited


Nil


0% 


100% 


Assurance Gradings - Key Financial Systems 2012/13 


Full


Substantial


Limited


Nil
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Performance of Internal Audit 


At the start of the contract, a number of performance indicators were formulated to monitor the delivery of the Internal Audit service to the Council.  The table 
below shows the actual and targets for each indicator for the period: 


Performance Measure Target Actual 


A close out meeting to be held for each audit 100% 100% 


Average period between the close out meeting and issue of the draft report   15 days 16* days 


Average period between the receipt of final management responses and issue of the final report  10 days  2.5 days 


*Reduced from 17 days. 
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Appendix 1 - Audit Projects with Limited and Nil Assurance 2013/14 


Project Grading Summary of Key Findings 


IT Disaster Recovery Audit Limited 


 


The control environment in place was found to be incomplete and not operating as intended in 
other areas.  The IT Disaster Recovery Plan did not independently cover all critical business 
locations, operations and systems; and the documentation included in it, particularly of supplier 
and business partner contacts, was incomplete.  More detailed information is available in 
supporting documents, as included in the ICT Recovery Pack.  However, the information in the 
pack is poorly organised and much of it is out of date. 


The Plan has a section for key contacts but this is incomplete, both in relation to information about 
suppliers that are included and in terms of suppliers that are not included 


The Plan itself is out of date, since the method of backing up has been changed from backing up 
to tape, for recovery on a disaster recovery company’s mobile data centre, to an automated 
replication procedure between sites.  The new method is not documented in the current version of 
the Plan.  When the ICT Computer Centre in turn moves from the present site, a further change 
will need to be made in order to ensure that both sites are not vulnerable to the same geographical 
risks. 
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Appendix 2 - Key to Assurance Levels 


Assurance Gradings 


We have four categories by which we classify internal audit assurance over the processes we examine, and these are defined as follows: 


Assurance Level Evaluating and Testing Conclusion 


 Full There is a sound system of internal control designed to achieve the Council’s objectives 


The control processes tested are being consistently applied. 


 Substantial While there is a basically sound system of internal control, there are weaknesses, which put some of the Council’s objectives at risk. 


There is evidence that the level of non-compliance with some of the control processes may put some of the Council’s objectives at 


risk. 


 Limited Weaknesses in the system of internal controls are such as to put the Council’s objectives at risk. 


The level of non-compliance puts the Council’s objectives at risk. 


 Nil Control processes are generally weak leaving the processes/systems open to significant error or abuse. 


Significant non-compliance with basic control processes leaves the processes/systems open to error or abuse. 


Recommendation Gradings 


In order to assist management in using our internal audit reports, we categorise our recommendations according to their level of priority as follows: 


Priority Level Definition 


1 


  


Major issues for the attention of senior management and the audit committee. 


2 


 


Important issues to be addressed by management in their areas of responsibility. 


  


3 


 


Minor issues resolved on site with local management. 
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Appendix 3 - Progress against the Annual Operational Internal Audit Plan 2013/14 
  


 


N
o
. 


Audit Title Planned 


Days 


Days 


Delivered 


Assurance Priority 


One 


Priority 


Two 


Priority 


Three 


Status 


1 Risk Management 
and Corporate 
Governance  


10 10 Substantial 0 2 1 Final Report 


2 Creditors (Key 
Controls Testing) 


5 5 Substantial 0 1 1 Final Report 


3 Debtors (Key 
Controls Testing) 


5 5 Substantial 0 1 3 Final Report 


4  Payroll 10 10 Substantial 0 3 1 Final Report 


5 Cash Collection 


 


6 6 Substantial 0 0 2 Final Report 


6 Council Tax & 
NNDR 


15 15 Substantial 0 3 0 Final Report 


7 Main Accounting 
System & 
Budgetary Control 


10 10 Substantial 0 0 4 Final Report 


8 Treasury 
Management 


5 5 Substantial 0 1 1 Final Report 


9 Homelessness 
Services including 
temporary 
accommodation 


6 6 Substantial 0 2 0 Final Report 


10 Housing Benefits 12 12 Substantial 0 3 1 Final Report 


11 Efficiency Savings 7 7 Substantial 0 2 0 Final Report 
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N
o
. 


Audit Title Planned 


Days 


Days 


Delivered 


Assurance Priority 


One 


Priority 


Two 


Priority 


Three 


Status 


12 Waste 
Management 
(Refuse & 
Recycling) 


8 8 Substantial 0 3 0 Final Report 


13 Housing Needs, 
including Choice 
Based Lettings 
and Mortgage 
Rescue Plan. 


7 7 Substantial 0 0 0 Final Report 


14 Private Sector 
Renewal 


8 7     Report being QA’d 


15 Street Cleansing 7 7 Substantial 0 2 0 Final Report 


16 Licensing 6 6 Substantial 0 1 0 Final Report 


17 One Stop 
Shop/Customer 
Service Centre 


7 6     Draft Report 


18 Network 
Infrastructure / 
Virtualisation 


10      Transferred to 2014/15 – this therefore 
is not included in the total days below 


19 IT Disaster 
Recovery 


6 6 Limited 3 5 1 Final Report 


20 IBS Revenues & 
Benefits 


8 8 Substantial 0 2 0 Final Report 


21 Contracts & 
Capital 
Expenditure 


7 7     Draft Report 


22 VAT 7 6     Report being QA’d 
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N
o
. 


Audit Title Planned 


Days 


Days 


Delivered 


Assurance Priority 


One 


Priority 


Two 


Priority 


Three 


Status 


23 Members 
Expenses and 
Allowances 


6 6 Substantial 0 2 1 Final Report 


24 Theatre/Museum 6 4     Fieldwork 


25 Follow Up 10 7     Fieldwork 


26 Crematorium 2 0     This is required to take place in June 
2014 


 Contingency 8 8     Of the original estimate of 15 days 
contingency days were used on One 
Stop Shop/Customer Service Centre 
(two days) and Staff Expenses (six 
days) 


 Audit 
Management/ NFI 


24 23 


 


     


  218 207  3 33 16  


 
Audit completed in 2012/13 and reported in 2013/14 
 


 Audit Title Planned 
Days 


Days 
Delivered 


Assurance Priority 
One 


Priority 
Two 


Priority 
Three 


Status 


22 Data Centre 6 6 Substantial 0 5 3 Final Report 
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Statement of Responsibility 
\We take responsibility for this report which is prepared on the basis of the limitations set out below. 


The matters raised in this report are only those which came to our attention during the course of our work and are not necessarily a comprehensive statement 
of all the weaknesses that exist or all improvements that might be made.  Recommendations for improvements should be assessed by you for their full impact 
before they are implemented.  The performance of our work is not and should not be taken as a substitute for management’s responsibilities for the application 
of sound management practices.  We emphasise that the responsibility for a sound system of internal controls and the prevention and detection of fraud and 
other irregularities rests with management and work performed by us should not be relied upon to identify all strengths and weaknesses in internal controls, 
nor relied upon to identify all circumstances of fraud or irregularity.  Even sound systems of internal control can only provide reasonable and not absolute 
assurance and may not be proof against collusive fraud.  Our procedures are designed to focus on areas as identified by management as being of greatest 
risk and significance and as such we rely on management to provide us full access to their accounting records and transactions for the purposes of our work 
and to ensure the authenticity of such material.  Effective and timely implementation of our recommendations by management is important for the maintenance 
of a reliable internal control system. 


Mazars Public Sector Internal Audit Limited 


Bristol 


May 2014 


This document is confidential and prepared solely for your information.  Therefore you should not, without our prior written consent, refer to or use our name or 
this document for any other purpose, disclose them or refer to them in any prospectus or other document, or make them available or communicate them to any 
other party.  No other party is entitled to rely on our document for any purpose whatsoever and thus we accept no liability to any other party who is shown or 
gains access to this document. 


In this document references to Mazars are references to Mazars Public Sector Internal Audit Limited. 


Registered office: Tower Bridge House, St Katharine’s Way, London E1W 1DD, United Kingdom.  Registered in England and Wales No 4585162. 


Mazars Public Sector Internal Audit Limited is a subsidiary of Mazars LLP.  Mazars LLP is the UK firm of Mazars, an international advisory and accountancy 
group.  Mazars LLP is registered by the Institute of Chartered Accountants in England and Wales to carry out company audit work. 


 





