
 

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 Torridge Room, Civic Centre, 
Barnstaple on TUESDAY 27TH JANUARY 2015 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 Torridge 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 23rd September 

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. External Audit, Audit Committee Update. Report by Grant Thornton (attached). 
(Pages  1 to 13). 

7. External Audit Annual Audit Letter 2013/14. Report by Grant Thornton 
(attached). (Pages 14 to 20) 
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8. Value for Money Report 2013/14. Report by Grant Thornton (attached). (Pages 
21 to 42) 

9. Protecting the Public Purse Fraud Briefing 2014. Presentation by Grant 
Thornton. 

10. Certification Report for North Devon Council 2013/14. Report by Grant 
Thornton (attached). (Pages 43 to 52) 

11. Statement of Accounts 2013/14 – Trading Operations. Report by Chief 
Financial Officer (attached). (Pages 53 to 72) 

12. Internal Audit Report – Housing Benefits 2014/15. Report by MAZARS Public 
Sector Internal Audit Limited (attached). (Pages 73 to 87). 

13.  Internal Audit Progress Report. Report by MAZARS Public Sector Internal Audit 
Limited (attached). (Pages 88 to 114). 

14. Audit Recommendation Tracker.  Report by Senior Projects Officer (attached). 
(Pages 115 to 127). 

15. Work Programme 2014/15. To consider the work programme (attached). (Page 
128). 

 
 

PART 'B' (Confidential Restricted Information). 
 
Nil 
 

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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Audit Committee Update for North 


Devon District Council  


 


Year ended  31 March 2015 


27 January 2015 


Elizabeth Cave 


Director 


T 0117 305 7885 


E  liz.a.cave@uk.gt.com 


Mark Bartlett 


Manager 


T 0117 305 7896 


E  mark.bartlett@uk.gt.com 


Stephen Clarke 


Executive 


T 0117 305 7884 


E  stephen.t.clarke@uk.gt.com 







The contents of this report relate only to the matters which have come to our attention, 


which we believe need to be reported to you as part of our audit process.  It is not a 


comprehensive record of all the relevant matters, which may be subject to change, and in 


particular we cannot be held responsible to you for reporting all of the risks which may affect 


your business or any weaknesses in your internal controls.  This report has been prepared 


solely for your benefit and should not be quoted in whole or in part without our prior written 


consent. We do not accept any responsibility for any loss occasioned to any third party acting, 


or refraining from acting on the basis of the content of this report, as this report was not 


prepared for, nor intended for, any other purpose. 


. 
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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; and 


• 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 (http://www.grant-thornton.co.uk/en/Services/Public-Sector/). Here you can download copies of our publications 


including:   


• Rising to the challenge: the evolution of local government, summary findings from our fourth year of financial health checks of English local 


authorities  


• 2020 Vision, exploring finance and policy future for English local government  


• Where growth happens, on the nature of growth and dynamism across England 


 


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 9 January 2015 


Work Planned date 


2014-15 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 2014-15 financial statements. 


 


March 2015 


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 2015 


2014-15 final accounts audit 


Including: 


• audit of the 2014-15 financial statements 


• proposed opinion on the Council 's accounts 


• proposed Value for Money conclusion.  


July – September 2015 
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Progress at 9 January 2015 


Work Planned date 


Value for Money (VfM) conclusion 


The scope of our work to inform the 2013/14 VfM conclusion comprises: 


• securing financial resilience; and  


• challenging how it secures economy, efficiency and effectiveness.  


 


February– September 2015 


Other areas of work  


Grant claims and certification 


• Housing benefit subsidy for 2014/15 


 


June – November 2015 
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Emerging issues and developments 


Grant Thornton 


Our national report, Rising to the Challenge, the Evolution of Local Government, was published in December and is available at: 


http://www.grant-thornton.co.uk/en/Publications/2014/Rising-to-the-challenge---The-evolution-of-local-government/ 


 


This is the fourth in our series of annual reports on the financial health of local government. Like previous reports, it covers key indicators 


of financial performance, strategic financial planning, financial governance and financial control. It also includes case studies of best 


practice and a comparison to the NHS. This year it has been extended to use benchmarking information on savings plans and budget 


performance. 


 


The overall message is a positive one. What stands out is how well local authorities have navigated the first period of austerity in the face 


of ever increasing funding, demographic and other challenges. Many authorities are forecasting financial resilience confidently in their 


medium term financial strategy. This reflects an evolution in financial management that would have been difficult to envisage in 2010. 


However, there remains much to be achieved if the sector is to become sustainable in the long term, and authorities should consider if 


their: 


• medium- to long-term strategy redefines the role of the authority creatively 


• operational environment will adapt, working in partnership with other authorities and local organisations 


• strategy looks beyond the traditional two- to three-year resource planning horizon 


• organisational culture is aligned to where the authority needs to be in the medium to long term 


• senior leadership teams – both officers and members – have the necessary skills and capacity to ensure delivery against the medium-


term challenges 


• corporate governance arrangements ensure effective oversight and scrutiny of the organisation as it adapts to the challenges it faces. 


 


The importance of these actions will be magnified if local government devolves further, particularly in relation to fiscal devolution. The 


new-found confidence of local government in responding to the medium-term challenges will be tested significantly by the second phase 


of austerity. 


 


Hard copies of our report are available from your Engagement Lead or Audit Manager. 
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Emerging issues and developments 


Grant Thornton 


Our national report '2020 Vision' is available at: http://www.grant-thornton.co.uk/en/Publications/2014/2020-Vision-Exploring-finance-and-


policy-futures-for-English-local-government-as-a-starting-point-for-discussion/ 


 


In a time of unprecedented challenge for English local government, how can the sector develop towards 2020 if it is to have a sustainable 


future? Our latest report provides a thorough analysis of the current political and economic context, explores a range of potential policies 


and outcomes, and suggests several scenarios to facilitate an open debate on the future for the sector. 


 


Produced in collaboration with the University of Birmingham's Institute for Local Government Studies (INLOGOV), our report suggests that 


fundamental changes to local government are both operationally necessary and constitutionally inevitable, for the sector to remain 


relevant by 2020. The report offers a thorough analysis of the current political and economic context and explores a range of potential 


future policies and outcomes that English local government will need to adopt and strive towards as they seek to adapt and overcome 


these challenges. 


 


Placed in the context of enhanced devolution, following the Scottish independence referendum, 2020 Vision maintains a wary eye fixed on 


the 2015/16 Spending Round and looks ahead to the life time of the next government. It highlights that the economic and financial 


situation remains increasingly untenable, with an expanding North/South divide arising from the pattern of funding reductions and 


economic growth. 


 


It highlights that English local authorities continue to face unprecedented challenges, relating to the pressures of austerity and central 


government funding reductions, and demographic and technological change. Our report highlights the vital role of a successful local 


government sector and encourages it to think hard about how it will cope in the future. 


 


Informed by the views of a broad range of local authority leaders, chief executives and other sector stakeholders, the report offers a set of 


six forward-looking scenarios in which councils could be operating within by 2020. Though not mutually exclusive, we suggest that key 


stakeholders need to take urgent action to avoid a potential slow and painful demise for some councils by 2020. 


 


Hard copies of our report are available from your Engagement Lead or Audit Manager. 
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Emerging issues and developments 


Accounting and audit issues 


 


The CIPFA Code has adopted a new suite of standards for accounting for subsidiaries, associates and joint arrangements. These 


changes affect how local authorities account for services delivered through other entities and joint working with partners. 


 


The key changes for 2014/15 are to: 


 


• the definition of control over 'other entities'. The revised definition is set out in IFRS 10 and determines which entities are treated as 


subsidiaries 


• the accounting for joint arrangements. This now follows IFRS 11 and includes changes to the definition of joint ventures and how joint 


ventures are consolidated in group accounts 


• disclosures in relation to subsidiaries, joint arrangements, associates and unconsolidated entities as set out in IFRS 12. 


 


Changes to the definition of control over 'other entities' 


Control was previously defined in terms of power to govern the financial and operating policies of an entity. IFRS 10 sets out three 


elements for an investor to be considered as controlling an investee (all of which must be met): 


• the investor has the rights to direct the relevant activities of the investee (relevant activities being the ones that determine the return for 


the investors – the return could be in the form of a service rather than money) 


• the investor has exposure, or rights, to variable returns from its involvement with the investee 


• the investor has the ability to use its power over the investee to affect the amount of the investor’s returns. 


 


In the commercial sector, this is generally thought to have resulted in more entities being treated as subsidiaries. However, the change is 


in both directions: some subsidiaries have been redefined as associates.  Local authorities with investments in 'other entities' will need to 


consider whether: 


• they control any entities using the new definition. Local authorities will need to pay particular attention to special purpose vehicles and 


any other entities where there was a close judgement call under the old IAS 27 


• there is a need for a prior period adjustment. 
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Emerging issues and developments 


Accounting and audit issues 


 


DCLG is consulting on proposals to bring forward the audit deadline for 2017/18 to the end of July 2018. Although July 2018 is almost 4 


years away, both local authorities and their auditors will have to make real changes in how they work to ensure they are 'match-fit' to 


achieve this deadline. This will require leadership from members and senior management.  Local government accountants and their 


auditors should start working on this now. 


 


Top tips for local authorities: 


• make preparation of the draft accounts and your audit a priority, investing appropriate resources to make it happen 


• make the year end as close to 'normal' as possible by carrying out key steps each and every month 


• discuss potential issues openly with auditors as they arise throughout the year 


• agree key milestones, deadlines and response times with your auditor 


• agree exactly what working papers are required. 


 


The Council prepared its 2013/14 draft accounts and working papers in time for the audit to start on 16 June 2014.  The start date for the 


2014/15 audit is scheduled for 15 June 2015. 


 


Challenge question 


 


• Has your Head of Finance put in place a plan to continue to address the earlier close date? 
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Emerging issues and developments 


Local government guidance  


In November the National Audit Office published their report on the Financial Sustainability of Local Government. 


 


The report concludes that Local authorities have coped well with reductions in government funding, but some groups of authorities are 


showing clear signs of financial stress. The Department for Communities and Local Government has a limited understanding of 


authorities’ financial sustainability and the impacts of funding cuts on services, according to the National Audit Office. 


 


The Government reduced its funding to local authorities by an estimated 28% in real terms between 2010-11 and 2014-15. Further 


planned cuts will bring the total reduction to 37% by 2015-16, excluding the Better Care Fund and public health grant. Although there have 


been no financial failures in local authorities in this period, a survey of local auditors shows that authorities are showing signs of financial 


pressure. Over a quarter of single tier and county councils had to make unplanned reductions in service spend to deliver their 2013-14 


budgets. Auditors are increasingly concerned about local authorities’ capacity to make further savings, with 52% of single tier and county 


councils not being well-placed to deliver their medium-term financial plans. 


 


There are significant differences in the scale of funding reductions faced by different authorities. Authorities that depend most on 


government grant are the ones most affected by funding reductions and reforms. This was an outcome of policy decisions to tackle the 


fiscal deficit by reducing public spending, and for local authority funding to offer incentives for growth. 


 


Local authorities have tried to protect spending on social care services. Other service areas such as housing services and culture and 


leisure services have seen larger reductions. While local authorities have tried to make savings through efficiencies rather than by 


reducing services, there is some evidence of reduction in service levels.  


 


According to the NAO, however, the Department does not monitor in a coordinated way the impact of funding reductions on services, and 


relies on other departments and inspectorates to alert it to individual service failures. In consequence, the Department risks becoming 


aware of serious problems with the financial sustainability of local authorities only after they have occurred. 


 


The Department’s processes for assessing the capacity of authorities to absorb further funding reductions are also not sufficiently robust. 


 



http://www.nao.org.uk/report/financial-sustainability-of-local-authorities-2014/
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Emerging issues and developments 


Local government guidance  


The Audit Commission published its report, Auditing the Accounts 2013/14: Local government bodies, on 11th December 2014. 


 


Financial reporting was consistently strong for most types of principal local authority in 2013/14 when compared to the previous financial 


year. This year the Commission has congratulated 16 bodies where auditors were able to issue an unqualified opinion and a VFM 


conclusion on the 2013/14 accounts by 31 July 2014, and the body published audited accounts promptly. Although, as only 21 principal 


bodies have managed to publish their audited accounts by 31 July since 2008/09, a move to bring the accounts publication date forward is 


likely to cause significant challenges for the majority of public bodies. 


 


The Commission reports that auditors were able to issue the audit opinion by 30 September 2014 at 99 per cent of councils, 90 per cent of 


fire and rescue authorities, 97 per cent of police bodies, all other local government bodies and 99 per cent of both parish councils and 


internal drainage boards. This is consistent with last year for most groups, but an improvement for councils and small bodies compared to 


2012/13. 


 


Eight principal authorities were listed where the auditor was unable to issue an opinion by the 30th September deadline. 


 



http://www.audit-commission.gov.uk/audit-regime/codes-of-audit-practice/auditing-the-accounts/
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Ilfracombe Harbour APPENDIX 1


Actual 


2013/2014


Non Cash 


Accounting 


Adj's 2013/14


Total 


2013/2014


Salaries - Basic - Permanent 58,579.03 58,579.03


Wages - Overtime - Permanent 0.00 0.00


National Insurance 4,454.86 4,454.86


Benefits in Kind N I 16.00 16.00


Superannuation 11,305.76 11,305.76


IAS 19 Adjustment (Out) (11,305.76) (11,305.76) 0.00


IAS 19 Adjustment (In) 16,847.07 16,847.07 0.00


Short-term compensated absences 824.97 824.97 0.00


Employee Related Insurance 618.85 618.85


Professional Fees 110.00 110.00


Technical Training - Fees 370.88 370.88


Employees 81,821.66 6,366.28 75,455.38


Other Works-General 8,380.01 8,380.01


Repairs Old Quay Head, Ilf 24,350.01 24,350.01


Water repairs at the Harbour 0.00 0.00


Minor Repairs & Maintenance 6,863.57 6,863.57


Ilfracombe Pier Repairs 8,710.92 8,710.92


Response Maintenance - General 307.00 307.00


Electricity 7,476.96 7,476.96


Gas 667.64 667.64


General Rates 7,248.75 7,248.75


Water Charges - Metered 12,739.05 12,739.05


Cleaning Materials 104.32 104.32


Refuse Collection Charges 1,252.48 1,252.48


Rodent Control 0.00 0.00


Property Insurance 146.50 146.50


Consequential Loss 428.39 428.39


Engineering Insurance (plant) 757.89 757.89


Premises 79,433.49 0.00 79,433.49


Other Repair & Maint Costs 105.98 105.98


Derv 12.00 12.00


Tyres 0.00 0.00


Vehicle Excise Tax 142.50 142.50


Car Allowances - Employees 388.57 388.57


Car Allowances - Lump Sum (Ess Urs) 963.00 963.00


General Motor Insurance 365.50 365.50


Transport 1,977.55 0.00 1,977.55


Equipment - Maintenance (1,047.00) (1,047.00)


Clothing / Uniforms 221.76 221.76


General Stationery 156.69 156.69


Books, Videos & Publications 55.81 55.81


External Professional Services 6,753.02 6,753.02


External Security Services 150.00 150.00


Postages (158.78) (158.78)


Telephones 685.91 685.91


Mobile Phones 327.14 327.14


Subsistence - Employees 301.01 301.01


Additional Covers Insurance 23.40 23.40


Licences 0.00 0.00


Hospitality 17.00 17.00







Ilfracombe Harbour APPENDIX 1


Actual 


2013/2014


Non Cash 


Accounting 


Adj's 2013/14


Total 


2013/2014


Other Miscellaneous Expenses 1,292.33 1,292.33


Harbour Board 723.90 723.90


Visa / Access Charges 580.51 580.51


Gas Oil 311,744.43 311,744.43


Movement in Bad Debt provision 58.81 58.81 0.00


Fuel excise duty remit HMRC 1,953.16 1,953.16


Supplies 323,839.10 58.81 323,780.29


Central Support 41,455.05 41,455.05 0.00


Depreciation 106,018.63 106,018.63 0.00


Revaluation Loss 24,370.16 24,370.16 0.00


Capital Charges 130,388.79 130,388.79 0.00


Expenditure 658,915.64 178,268.93 480,646.71


SWW Refund (9,457.08) (9,457.08)


Sales of Gas Oil (326,600.40) (326,600.40)


Fuel excise duty collected (1,911.35) (1,911.35)


Rent General (31,510.85) (31,510.85)


Visiting Steamships (14,761.30) (14,761.30)


Small Craft Dues (46,330.86) (46,330.86)


Capital Grant Income (Gov`t) (75,000.00) (75,000.00)


Misc Income (12,298.00) (12,298.00)


Income (517,869.84) 0.00 (517,869.84)


Turnover (517,869.84) 0.00 (517,869.84)


(Surplus)/Deficit 141,045.80 178,268.93 (37,223.13)








Audit Committee Work Programme
North Devon Council


Committee Dates  15-Jan-13 12-Mar-13 30-Jul-13 24-Sep-13 12-Nov-13 14-Jan-14 11-Mar-14 20-May-14 15-Jul-14 23-Sep-14 11-Nov-14 27-Jan-15 3-Mar-15


Formal review of the Committee's Terms of Reference 12-Mar 11-Mar 12-Mar 13-Mar 15-Mar 03-Mar


Annual Review of the Committee's effectiveness 24-Sep 11-Mar 12-Mar 23-Sep 16-Mar 17-Mar


Produce half yearly report on the work of the Audit Committee to 


Full Council
24-Sep 23-Sep 17-Mar 18-Mar


Annual Governance Statement 30-Jul 24-Sep 15-Jul 16-Mar 18-Mar 19-Mar


Statement of Accounts 30-Jul 24-Sep 15-Jul 17-Mar 19-Mar 20-Mar


Corporate Risk Register 12-Mar 24-Sep 20-May 23-Sep 21-Mar


Major changes to Accounting Policies Management procedures to 


be reported by the Head of financial Services 
Update? 12-Mar 19-Mar 21-Mar 22-Mar


Annual Performance monitoring of Internal and External Audit (first 


meeting in financial year)
30-Jul 14-Jan 15-Jul 23-Sep 22-Mar 23-Mar


Internal Audit Annual report 30-Jul 21-Mar 23-Mar 24-Mar


Internal Audit Strategy and Plan 12-Mar 11-Mar 22-Mar 24-Mar 03-Mar


Internal Audit Charter (Once a year) 24-Sep 11-Mar 25-Mar 26-Mar


Council Tax Support Scheme and questions 30-Jul 11-Mar 24-Mar 26-Mar 27-Mar


External Audit Fee Letter 15-Jan 11-Mar 20-May 25-Mar 27-Jan 28-Mar


Audit Findings Report 24-Sep 23-Sep 28-Mar 29-Mar


External Audit Annual Audit Letter 14-Jan 23-Sep 29-Mar 30-Mar


External Audit Plan 12-Mar 30-Jul 11-Mar 20-May 28-Mar 30-Mar 03-Mar


External Audit Letter of Representation 23-Sep


Certification Work Report 15-Jan 14-Jan 20-May 29-Mar 27-Jan 01-Apr


Empty Homes Policy - Head of Environmental Health and Housing 


to attend
30-Jul 14-Jan 30-Mar 01-Apr 02-Apr


Procurement Fraud - Risk to the Council 20-May


Appointment of an Independent Member to the Audit Committee ????


Internal Audit Progress Report 23-Sep 27-Jan 03-Mar


Informal Meeting with Auditors 12-Mar 11-Mar 31-Mar 02-Apr 03-Mar


Page 1 of 1
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Key messages 


Overall review of 


financial 


statements 


Our Annual Audit Letter summarises the key findings arising from the work that we have carried out at North Devon District Council ('the Council') for the year ended 


31 March 2014. 


 


The Letter is intended to communicate key messages to the Council and external stakeholders, including members of the public. Our annual work programme, which 


includes nationally prescribed and locally determined work, has been undertaken in accordance with the Audit Plan that we issued on 20 May 2014 and was conducted in 


accordance with the Audit Commission's Code of Audit Practice, International Standards on Auditing (UK and Ireland) and other guidance issued by the Audit 


Commission. 


Financial statements audit (including 


audit opinion) 


On 23 September 2014 we reported our findings arising from the audit of the financial statements to the Audit 


Committee in our Audit Findings Report. The key messages reported were: 


• the draft accounts were produced to a high standard 


• the audit has been facilitated by good working papers and prompt assistance from the finance team 


• We did not identify any errors in the main financial statements which required amendment.  


 


We issued an unqualified opinion on the Council's 2013/14 financial statements on 29 September 2014, 


meeting the deadline set by the Department for Communities and Local Government.  Our opinion confirms 


that the financial statements give a true and fair view of the Council's financial position and of the income and 


expenditure recorded by the Council. 


Value for Money (VfM) conclusion The Council has a good record of financial control and has successfully identified and delivered significant 


savings in waste and recycling and other areas. However the medium term financial plans have not been 


formally updated since February 2013. Draft plans have recently been presented to Executive members at 


Leadership Team which show a gap between expected spending and funding from 2015/16 onwards. From 


2017/18 the gap is significant and increasing. The Council needs to develop plans to reduce spending or secure 


extra income.  


 


On the basis of our work, and having regard to the guidance on the specified criteria published by the Audit 


Commission, we are satisfied that in all significant respects the Council put in place proper arrangements to 


secure economy, efficiency and effectiveness in its use of resources for the year ending 31 March 2014.  We 


issued an unqualified VfM conclusion for 2013/14 on 29 September 2014. 
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Key messages 


Overall review of 


financial 


statements 


Whole of Government Accounts 


 
We were not required to carry out a full review of the WGA pack as the Council fell below the threshold set 


by the National Audit Office (NAO).  We reported that the Council's IAS19 Pensions and Property, Plant 


and Equipment (PPE) disclosures were consistent with the audited financial statements. 


Certification of grant claims and returns In 2013/14 we were only required to audit the Housing Benefit and Council Tax Benefit Subsidy claim.  Our 


work in this area is still in progress and has a reporting deadline of 30 November 2014.  


Audit fee Our fee for 2013/14 was £62,301, excluding VAT which was in line with our planned fee for the year and 


was the same fee as in the previous year. A fee variation is currently being agreed with the Audit Commission 


to account for the increased work required as part of the final accounts audit as a result of the national non 


domestic rates grant claim not requiring an audit in 2013/14. Further details are included within Appendix B. 







© 2014 Grant Thornton UK LLP  |  Annual Audit Letter  |  October 2014 5 


Appendix A:  Key issues and recommendations 


This appendix summarised the significant recommendations identified during the 2013/14 audit. 


No. Issue and recommendation Priority Management response/  responsible officer/ due date 


1. The Council's Medium Term Financial Strategy 


(MTFS) has not been formally updated since 


February 2013.  Draft plans have recently been 


presented to Executive members at Leadership 


Team which show a gap between expected 


spending and funding from 2015/16 onwards.  


 


Recommendation: The Council  should formally 


update its MTFS and identify detailed savings plans 


to meet the budget gaps. The MTFS should be 


updated annually to reflect the latest agreed budget 


of the Council and aid effective future financial 


planning. 


High The Leadership Team has been working together to develop an updated MTFS 


covering 2015-16 to 2017-18.  Work is on-going to find the savings to bridge 


the gaps identified in these years, which doing nothing would be around £1.5m 


in 2017-18.  Savings of almost £1m have been identified to close the gap and 


deliver a balanced budget in the first two years and work continues to develop 


options for 2017-18 where a revised savings target of £0.5m has been forecast. 


 


Responsible officer:  Head of Financial Services 


Due date:  31 October 2015 
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Fees 


Per Audit plan 


£ 


Actual fees  


£ 


Audit Fee 62,301 62,301 


Additional fee – Business rates* nil 900 


Grant certification fee** 9,768 9,768 


Total fees 72,069 72,969 


Appendix B:  Reports issued and fees 


We confirm below the fee charged for the audit and confirm there were no fees for the provision of non audit services. 


Fees for other services 


Service Fees £ 


None  Nil 


* There is additional fee of £900 in respect of work on material business rates balances. this additional work was necessary as auditors are no longer required to carry out 


work to certify NDR3 claims. The additional fee is 50% of the average fee previously charged for NDR3 certifications for unitary councils and is subject to agreement 


by the Audit Commission. 


** The grant certification fee is indicative until the grant claim work is complete. The final fee will be notified in the Annual Certification Report later this year. 


 


Reports issued 


Report Date issued 


Audit Plan May 2014 


Audit Findings Report September 2014 


Certification report December 2014 


VfM – Financial Resilience Report October 2014 


Annual Audit Letter October 2014 
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Seaside Undertakings APPENDIX 1


Actual 


2013/2014


Non Cash 


Accounting 


Adj's 2013/14


Total 


2013/2014


General Rates 0.00 0.00


Consequential Loss 166.47 166.47


Premises 166.47 0.00 166.47


Central Support 1,671.60 1,671.60 0.00


Expenditure 1,838.07 1,671.60 166.47


Rent General (50.00) (50.00)


Misc Income (34,700.00) (34,700.00)


Income (34,750.00) 0.00 (34,750.00)


Turnover (34,750.00) 0.00 (34,750.00)


(Surplus)/Deficit (32,911.93) 1,671.60 (34,583.53)








Report on Value for Money for 


North Devon District Council 


Elizabeth Cave 


Director 


T 0117 30 57885 


E liz.a.cave@uk.gt.com 


Mark Bartlett 


Engagement Manager 


T 0117 305 7896 


E mark.bartlett@uk.gt.com 


Stephen Clarke 


Executive 


T 0117 30 57884 


E stephen.t.clarke@uk.gt.com 


Year ended 31 March 2014 


January 2015 







The contents of this report relate only to the matters which have come to our attention, 


which we believe need to be reported to you as part of our audit process.  It is not a 


comprehensive record of all the relevant matters, which may be subject to change, and in 


particular we cannot be held responsible to you for reporting all of the risks which may affect 


the Council or any weaknesses in your internal controls.  This report has been prepared solely 


for your benefit and should not be quoted in whole or in part without our prior written 


consent. We do not accept any responsibility for any loss occasioned to any third party acting, 


or refraining from acting on the basis of the content of this report, as this report was not 


prepared for, nor intended for, any other purpose. 
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What is this report? 


This report summarises the findings from our work supporting our Value for 


Money (VfM) conclusion, which is required as part of the statutory external 


audit responsibilities. 


It complements our Audit Findings Report issued in September 2014, by 


providing additional detail on the themes that underpin our VfM conclusion.  


 


Value for Money Conclusion 


The Code of Audit Practice 2010 (the Code) describes the Council's 


responsibilities to put in place proper arrangements to: 


• secure economy, efficiency and effectiveness in its use of resources 


• ensure proper stewardship and governance 


• review regularly the adequacy and effectiveness of these arrangements. 


We are required to give our VfM conclusion based on two criteria specified by 


the Audit Commission, which support our reporting responsibilities under the 


Code.  


These criteria are: 


The Council has proper arrangements in place for securing financial 


resilience: the Council has robust systems and processes to manage effectively 


financial risks and opportunities, and to secure a stable financial position that 


enables it to continue to operate for the foreseeable future (defined by the Audit 


Commission as "twelve months from the date of issue of the report". 


Introduction 


3 


  


The Council has proper arrangements for challenging how it secures 


economy, efficiency and effectiveness: the Council is prioritising its resources 


within tighter budgets, for example by achieving cost reductions and by 


improving efficiency and productivity. 


The Code require auditors to identify significant risks to the VfM conclusion and 


to plan sufficient work to evaluate the impact of those risks, if any.  


Our approach 


The approach involves: 


• desktop analysis of relevant documentation 


• meetings with key internal stakeholders 


• a risk assessment to identify any significant risks. 


Our approach is designed to assess: 


• arrangements in place related to the specified criteria 


• performance during 2013-14 and what that says about those arrangements 


• any significant risks that we have identified. 
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Introduction 
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What is this context? 


Nationally 


The 2010 Spending Review set the Coalition Government's financial settlement 


for the four years to 2014/15, and the 2013 Review then covered 2015/16.  By 


the end of this period, central funding to local government will  have reduced by 


35%. 


2013/14 was the third year of councils having to deliver efficiency savings in 


response to the 2010 Spending Review and, given the 2013 Review and the 


budget statement in 2014, this will need to continue for the foreseeable future.  


Delivering these efficiency savings and maintaining financial resilience is 


becoming increasingly difficult, even for top-performing councils. The 


challenges include: 


• responding to welfare reform; and 


• the drive towards more integrated health and social care. 


Demand for many demography-driven council services is expected to rise, 


whereas demand for some income-earning services is falling.  


To fulfil their statutory requirements, councils must continue to provide certain 


services. But the opposing trends in funding and demand will create a sizeable 


funding gap even if carefully managed. In short, the sector is working through its 


greatest financial challenge of recent times. 


  


Locally 


The Council set a Net Budget Requirement for 2013/14 of £12.142 million 


(2012/13 £12.322m), which was a 1.5% reduction on 2012/13.   The Revenue 


Budget for 2014/15 of £11.688m represents a further year on year reduction of 


3.8%.   


In preparing the 2014/15 budget the Council were faced with a budget gap of 


just under £1.5m. Each service of the Council was tasked with identifying 


deliverable savings plans to meet the challenging budget reductions. 


The budget outlines the actions amounting to £1.44m that ensured the Council 


could set a balanced budget for the 2014/15 financial year and move forwards 


with adequate financial reserves. 


However, the continuing reduction in the formula grant places pressure on the 


revenue budget. The confirmed figures for 2015/16 show a further cut in the 


formula grant of £0.8m (14%). The Council's members continue to face a 


difficult challenge to identify services where further cuts could be made. There is 


a risk that in making further savings, the Council will not be able to bridge the 


gap without unacceptable damage to services.  Now, more than ever, it is 


important that councils have sound arrangements for securing Value for Money. 
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Overall Risk Assessment 


We undertook an initial risk assessment to identify areas of risk to our VfM 


conclusion. We undertook work in the following areas to address the risks 


identified: 


• We looked at the key indicators of the Council's financial performance and 


updated our reviews of strategic financial planning, financial governance and 


financial control using our 2012/13 assessment as the baseline. 


 


Overall VfM conclusion 


On the basis of our work, and having regard to the guidance on the specified 


criteria published by the Audit Commission, we were satisfied that in all 


significant respects the Council put in place proper arrangements to secure 


economy, efficiency and effectiveness in its use of resources for the year ending 


31 March 2014. 


 


Key findings 


Securing financial resilience 


We undertook a review which considered the Council's arrangements against key 


indicators of financial performance and the three expected characteristics of 


proper arrangements, as defined by the Audit Commission: 


• strategic financial planning 


• financial governance 


• financial control. 


 


The Council has a good record of financial control and has successfully 


identified and delivered significant savings in waste and recycling and other 


areas. However, at the time of our work in September, the medium term 


financial plans had not been formally updated since February 2013. Draft plans 


had been recently been presented to Executive members at Leadership Team 


which show a gap between expected spending and funding from 2015/16 


onwards.  From 2017/18 the gap was significant and increasing. Overall our 


work highlighted that arrangements to secure financial resilience are adequate.  


 


The Medium Term Financial Strategy (MTFS) was being updated for 


presentation to Executive at the time of our work.  The updated MTFS was 


presented to the Executive in November and shows a budget gap before savings 


of £0.676m in 2015/16 rising to £1.467m by 2017/18.  However the Council 


have already identified savings that eliminate the forecast budget gap in 2015/16 


and 2016/17, leaving a revised budget gap of £0.509m in 2017/18. 


 


Challenging economy, efficiency and effectiveness 


We reviewed whether the Council has prioritised its resources to take account of 


the tighter constraints it is required to operate within and whether it had 


achieved cost reductions and improved productivity and efficiencies. 


Overall our work highlighted has adequate arrangements in place. 


 


The following table sets out our findings against each area of the risk assessment 


at the time of our VfM conclusion in September 2014. 
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Overview of arrangements 


Risk area Summary observations 
High level risk 


assessment 


Key Indicators of Financial 


Performance 


Several of the Council's indicators are showing a positive trend, although collection rates for council tax and 


business rates have fallen in 2013/14.  Sickness absence has shown a marked improvement in 2013/14 falling 


from 10.2 days to 7.4 days following management action. 


Green 


Strategic Financial Planning 


The Council set its 2014/15 budget, which identified savings of £1.5m. However the Council did not revise its 


Medium Term Financial Strategy (MTFS) when setting the 2014/15 budget, meaning the last approved MTFS 


was in February 2013.  The MTFS was being updated at the time of our work for presentation to Executive. 


The updated MTFS was presented to the Executive in November and shows a budget gap before savings of 


£0.676m in 2015/16 rising to £1.467m by 2017/18.  However the Council have already identified savings that 


eliminate the forecast budget gap in 2015/16 and 2016/17, leaving a revised budget gap of £0.509m in 


2017/18. 


Amber 


Financial Governance 


The Council has good governance processes in place, with clear involvement from members. The quarterly 


Performance and Financial Management reports set out the Council's financial position, including the 


projected outturn. The reports also detail progress against targets linked to the Council's corporate priorities. 


Green 


Financial Control 
Budget setting and monitoring arrangements in the year are robust. Internal Audit have given substantial 


assurance over the Council's significant financial systems. 
Green 


Prioritising Resources 


Members and officers have a good understanding of the financial environment.  The Council challenges 


delivery methods and alternative options but, although it is generally aware of its areas of high spend, it does 


not proactively use resources such as the Audit Commission's VFM profiles to aid the benchmarking of areas 


of high cost. 


Green 


Improving Efficiency & Productivity 


The Council has a good understanding of its performance and how costs behave, which it monitors in the 


quarterly Performance and Financial Management reports. This gives the Council robust information on the 


effectiveness of its key services.  Savings plans are not specifically monitored as savings are incorporated 


into service budgets which are monitored as a whole. 


Green 


Management of Natural Resources 


One of the priority areas reported on within the Performance and Financial management reports is "Protecting 


and enhancing North Devon's unique environment". Performance issues relevant to this area are reported 


quarterly 


Green 


Executive Summary 
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Adequate arrangements appear to be in place Green 


We use a red/amber/green (RAG) rating with the following definitions. 


Adequate arrangements, with areas for development Amber 


Inadequate arrangements Red 
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Next Steps 


Area for consideration Recommendation Responsibility Timescale Management response 


Medium Term Financial 


Strategy 


• Focus 


• link to annual 


planning 


• review process 


• responsiveness 


The Council's Medium Term Financial Strategy 


(MTFS) had not been formally updated since 


February 2013 at the time of our work.  Draft plans 


were presented to Executive members at 


Leadership Team in September which showed a gap 


between expected spending and funding from 


2015/16 onwards. The updated MTFS was 


presented to the Executive in November and shows 


a budget gap before savings of £0.676M in 2015/16 


rising to £1.467m by 2017/18.  However the Council 


have already identified savings that eliminate the 


forecast budget gap in 2015/16 and 2016/17, leaving 


a revised budget gap of £0.509m in 2017/18. 


The MTFS should be updated annually to reflect the 


latest agreed budget of the Council and aid effective 


future financial planning. 


Head of 


Financial 


Services 


31 October 


2015 


 


Executive approved the updated MTFS in November 


2014 which identified savings of almost £1m to close 


the gap and deliver a balanced budget for the first 


two years 2015/16 and 2016//17 and work continues 


to develop options for 2017-18 where a revised 


savings target of £0.5m has been forecast. 


Basis for decision 


making 


The Council needs to understand the areas of high 


spend within its services better and should consider 


the use of benchmarking data such as the  Audit 


Commission's VFM profiles to aid this process. 


Head of 


Financial 


Services 


31 March 


2015 


If the Council could be provided with the 


benchmarking data (Audit Commission VFM profiles) 


these will be looked at and discussed with Heads of 


Service. 


 


Executive Summary 
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Area of focus Summary observations RAG-Rating 


Liquidity The Council's working capital ratio was 1.26 in 2012/13 compared to the family average of 2.59. The ratio has increased in 2013/14 to 


1.46. 


The Council Tax collection rate fell from 97.65% in 12/13 to 96.79% in 13/14. The Council's target is currently 98.5%, which is being 


reduced to 98% for 2015/16. 


The Business rates collection rate also fell from 98.01% to 97.40% from 12/13 to 13/14. This is against the target of 98.05% 


 


Green 


Borrowing The Council remains debt free. Green 


Workforce Sickness absence is falling at the Council. This has been a general trend from 10/11 to 12/13 where the average days lost to sickness 


reduced slightly from 10.54 to 10.20. In 13/14 the average fell to 7.4 days, a marked improvement.  Sickness issues within Works and 


Recycling have been resolved with a Sickness Project Group working on the problem over the past couple of years, the results of which 


appear to be reflected in the latest statistics. 


Green 


Performance 


against budgets 


(Revenue Capital 


& Savings) 


The Council made a surplus in 2013/14 of £249k, a large proportion of which arose from the accounting arrangements for the new 


Business Rate Retention scheme 


The Council outturn against its capital budget of £3.2m was £1.8m. The underspend of £1.4m has been carried forward to the 14/15 


programme to fund on-going projects. 


Green 


Reserves balances The Council Usable reserves to Gross revenue expenditure for 2012/13 was 0.06, compared to the family group average of 0.17, making 


them the lowest in the group.  This was based on usable reserves of £3,559k. The level of usable reserves has risen to £5,480k in 


2013/14, bringing the ratio to 0.09 which is still lower than any of the family group based on 12/13 figures in the VFM financial ratios. 


The majority of this increase is the £1,350k earmarked reserve set up for the collection fund to deal with the timing impacts of council 


and business rates. 


The Council's low level of reserves is a reflection of its policy of utilising reserves to remain debt free. 


Amber 


Key Indicators of Financial Performance 
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Area of focus Summary observations RAG-Rating 


Focus of the 


MTFP 


The MTFS was not updated in 13/14, the last version was approved in Feb 2013. This means that although the 2014/15 budget report 


considered the relevant local and national issues for the 14/15 revenue and capital budgets, it did not look beyond that year.  Savings of 


£1.5m were included within the budget, this included £400k in relation to Works, recycling and operations reflecting that the changes to 


the waste management service delivery and work patterns are now coming through. 


The MTFS was being updated at the time of our audit.  The updated MTFS was presented to the Executive in November and shows a 


budget gap before savings of £0.676m in 2015/16 rising to £1.467m by 2017/18.  However the Council have already identified savings 


that eliminate the forecast budget gap in 2015/16 and 2016/17, leaving a revised budget gap of £0.509m in 2017/18. 


Amber 


Adequacy of 


planning 


assumptions 


The MTFS reviewed in 2013/14 was the current approved version as it was not updated for 2014/15. The appropriate assumptions were 


made in the 2014/15 budget for revenue and capital, including considering income generating activities, the level of savings and the 


impact of these.  The cuts in funding were also built into the budget planning. 


The updated MTFS was presented to the Executive in November 2014 as set out above. 


Green 


Scope of the 


MTFP and Links 


to Annual 


Planning 


The 14/15 budget report was presented as a stand alone report as the MTFS was not updated for 14/15 as referred to above, therefore it 


does not currently link to the annual planning. It is also not clearly linked to the Corporate priorities of the Council. 


At the time of the audit the MTFS was being updated and it was presented to the Executive in November as set out above. 
Amber 


Review process The MTFS has not been formally updated since February 2013 for the 13/14 budget. This was a conscious decision due to the uncertainty 


over the way business rates would be accounted for and the impact of this. The plan was for it to be updated once the 13/14 outturn was 


known but the timetable then slipped for a number of reasons.  


The MTFS was being updated at the time of our audit. The updated MTFS was presented to the Executive in November 2014 as set out 


above. 


Amber 


Strategic Financial Planning 
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Area of focus Summary observations RAG-Rating 


Responsiveness of 


the Plan 


The MTFS has not been formally updated since 2013.  The version being developed at the time of the audit showed a budget gap in 


2015/16 of £208k with increasing budget gaps in the following years through to a gap of £1,053k in 2019/20.  The MTFS reflected 


changing events and budget pressures but savings to bridge the gaps were not yet identified. 


An update of the MTFS was presented to the Leadership Team in September 14. This set out the assumptions made, the cost pressures 


included and includes some reference to sensitivity analysis of the key assumptions.  


The updated MTFS was presented to the Executive in November and shows a budget gap before savings of £0.676m in 2015/16 rising to 


£1.467m by 2017/18.  However the Council have already identified savings that eliminate the forecast budget gap in 2015/16 and 


2016/17, leaving a revised budget gap of £0.509m in 2017/18. 


Amber 


Strategic Financial Planning 
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Area of focus Summary observations RAG-Rating 


Understanding of 


the financial 


environment 


There is good evidence that the members and officers are adequately financially aware.  The quarterly Performance and Financial 


Management Reports are adequate, timely, complete and reliable. 


The 14/15 Budget Report and latest in progress update to the MTFS clearly demonstrates that the Council understand the financial 


environment. The main risks in their financial planning are clearly set out. 


Green 


Executive & 


Member  


Engagement 


Budget monitoring is presented quarterly to the Executive, with managers able to access financial reports at any time. Variance analysis 


and remedial actions are identified in the reports, which are discussed and any actions agreed by members. 


The MTFS was not communicated for 14/15 as it was not updated. This process in underway for 15/16 with an updated MTFS going to 


Executive in November. The s.151 officer is part of the leadership team. 


Member challenge at the Audit Committee is adequate but is generally led by one or two key members. The Chief Executive generally 


attends the Audit Committee in addition to the s.151 officer and provides effective guidance if necessary. 


Heads of service are tasked with identifying savings to close the budget gap. There have been a number of actions introduced to keep staff 


engaged, these are set out in the Organisational Development Update report and include: 


Managers Forums - for managers below Senior Management Team 


Service Plan workshops - Whole teams involved in the service planning process 


The Council also have consultations with the public to feed their views into how services are delivered. 


Green 


Overview for 


controls over key 


cost categories 


The Council controls its key cost categories through its budget monitoring in the quarterly Performance and Financial Management 


Reports. Variances are identified early and remedial actions approved where necessary. 


The report also look at the performance of services with updates on performance issues of note for each of the Council's priority areas. 


Green 


Financial Governance 
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Area of focus Summary observations RAG-Rating 


Budget Reporting 


(Revenue & 


Capital) 


Budget reporting through the quarterly Performance and Financial Management Reports is satisfactory, covering issues that affect the 


current and forecast outturn position. The reports include variances against budget and any changes in the planned use of reserves. 


The level of detail is sufficient to enable the Executive to make effective decisions, without going into too much detail or being too 


consolidated. 


Green 


Adequacy of other 


Committee 


Reporting 


The Performance and Financial Management reports are the key financial information used by the Executive and Committees. They 


report on a range of financial information, including capital expenditure and financing. 


The reports include discussions of the main financial risks, in particular those affecting the year end outturn. 


There are updates on issues relating the Council's priority areas within the report   


Green 


Financial Governance 
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Area of focus Summary observations RAG-Rating 


Budget setting & 


monitoring – 


revenue & capital  


The 2014/15 budget was reported to Executive on 4 Feb 2014, with discussions having taken place through the management team in 


previous months.  The budget considers the corporate priorities set out in the Corporate Plan 2011-2015 which was updated in 


September 2013. 


Budgets are monitored quarterly through the Performance and Financial Management Reports, remedial actions are identified and 


monitored where there is adverse performance. This process of monitoring seems capable of managing budgets frequently enough, rather 


than just monitoring, which is evidenced by remedial actions taken having an effect by the end of the year. 


No issues have been identified with the management of assets or cash. 


Green 


Savings plans 


setting & 


monitoring 


The Council does not specifically report against identified savings in the Performance and Financial Management Reports to members. 


However, the Senior Management Team receives monitoring reports on progress against identified savings. These are summarised in the 


Performance and Financial Management Reports. Savings are incorporated into the service budgets and, once the budget has been set, 


Management report to members all variances against the set budgets. This includes a projection of the revised out-turn for the year.  The 


system of budget monitoring is robust enough to monitor and report in year progress. 


The savings for 2014/15 were agreed and are incorporated into the budget. There were no agreed savings plans for 2015/16 at the time 


of the audit.  


The updated MTFS was presented to the Executive in November and shows a budget gap before savings of £0.676m in 2015/16 rising to 


£1.467m by 2017/18.  However the Council have already identified savings that eliminate the forecast budget gap in 2015/16 and 


2016/17, leaving a revised budget gap of £0.509m in 2017/18. 


Green 


Key financial 


accounting 


systems 


No issues raised by Internal Audit in respect of critical financial systems in 13/14. This is consistent with our audit knowledge, no 


evidence of issues with the accuracy or reliability of accounting systems. Green 


Finance 


department 


resourcing 


No capacity issues identified in the Finance department at the time of our audit. The Joint Head of Finance role with Torridge DC ended 


in October 2014 due to Torridge DC implementing a management restructure. All staff in joint posts reverted to their original substantive 


posts with the respective councils. The s.151 officer has now joined Torridge DC and the deputy s.151 officer is currently acting up. 


Green 


Financial Control 
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Area of focus Summary observations RAG-Rating 


Adequacy of 


Internal audit 


arrangements 


Internal Audit is provided by Mazars. 


Internal Audit performance is reviewed annually by the Audit Committee. No concerns raised by External Audit or the Audit Committee Green 


External audit 


conclusions 


Opinion and VFM conclusion in 2012/13 and 2013/14 were unqualified. 


There were no significant recommendations made in the Audit Findings Report (ISA260) or the Annual Audit Letter or either year. 
Green 


Assurance 


framework/risk 


management 


processes 


Risk management is scrutinised at the corporate level by the Audit Committee, which receuves update report on the Corporate Risk 


Register (CRR). Risks are allocated to named senior management lead, RAG rated, with mitigating controls detailed.  There are risk 


registers at service level. 
Green 


Financial Control 
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Area of focus Summary observations RAG-Rating 


Leadership and 


challenge in 


prioritising 


resources 


The Council has previously explored alternative options and has a number of shared management posts with Torridge DC, including the 


s.151 officer. The move towards wider sharing of services between the two councils stalled due to political differences. As a result 


Torridge DC have undertaken a management restructuring which brought the joint posts arrangements to an end from October 2014, 


with the exception of posts that were appointed as joint posts and will continue on that basis.  Other staff will revert to their substantive 


posts, meaning additional costs/lack of capacity for the Council depending on whether individuals were employed by Torridge DC or 


North Devon DC originally. 


The process of developing the MTFS for 15/16 and beyond is underway currently and alternatives are being explored. The draft MTFS at 


the time of the audit shows a budget gap to be closed. The updated MTFS presented to the Executive in November shows a budget gap 


before savings of £0.676m in 2015/16 rising to £1.467m by 2017/18.  However the Council have already identified savings that eliminate 


the forecast budget gap in 2015/16 and 2016/17, leaving a revised budget gap of £0.509m in 2017/18. 


The Executive are made aware of financial matters via the Performance and Financial Management Reports and the s.151 officer is a key 


member of the leadership team. 


Green 


Better Care Fund 


(BCF) 


No specific issues  identified in respect of the BCF for the Council. Plans are at an early stage generally and there has been little 


consultation with the Council by Devon CC or NEW Devon CCG regarding the Devon BCF at this stage. This is consistent with other 


district councils, who are only impacted in terms of Disabled Facilities Grant. 


Green 


Consultation with 


key stakeholders 


Staff consultation takes place via service meetings.  Ideas for savings will feed through into service area team meetings as part of the 


service planning process. This is a key mechanism for the Council in identifying savings 


There is no current consultations with the public. 


Green 


Prioritising Resources 


15 







©  2015 Grant Thornton UK LLP   |  North Devon DC VFM Report 2013/14 


Area of focus Summary observations RAG-Rating 


Basis for decision 


making 


The Executive receives quarterly Performance and Financial Management Reports. Remedial actions are identified and monitored where 


there is adverse performance. This process of monitoring seems capable of managing budgets frequently enough, rather than just 


monitoring, which is evidenced by remedial actions taken having an effect by the end of the year.  This gives good evidence of members 


and officers being financially aware.  The Council have looked to challenge delivery methods and alternative options. The most notable 


recent example was around waste and recycling, the decisions on which were delayed by members but are now being implemented with 


the savings reflected in the 14/15 budget and proposed 15/16 MTFS update. 


There are areas where the Council is showing as high cost in the VFM profiles compared to the family group. The Council are aware of 


these and they include Environmental services, the cost of this is coming down and the savings from the decisions referred to above will 


bring this down further.  The Council do not actively use the VFM profiles however for benchmarking purposes. 


Amber 


Understanding 


impact and 


outcome of 


decisions 


From our discussions with officers and review of minutes, there is no evidence of a drop in performance in areas where costs have 


reduced.  


Service implications are a major factor considered by the Council when developing its savings plans. Senior Management Team receives 


monitoring reports on progress against identified savings. These are summarised in the Performance and Financial Management Reports.  


Green 


Prioritising Resources 
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Area of focus Summary observations RAG-Rating 


Understanding 


costs 


The Council’s own quarterly Performance and Financial management reports continue to show good understanding of how performance 


and costs behave and show how the Council takes action as a result. They continue to provide effective tracking of financial performance, 


for revenue, income, reserves and capital. 


Green 


IT Systems and 


Data quality 


Not aware of any issues regarding the quality of data or IT systems from review of Internal Audit reports, review of minutes and our 


cumulative audit knowledge. 
Green 


Delivery of savings 


and service re-


design 


Savings are not specifically monitored against as they are built into service budgets, which are them closely monitored.  Variances are 


highlighted promptly in the quarterly reporting and remedial action taken where necessary. The Senior Management Team receives 


monitoring reports on progress against identified savings. These are summarised in the Performance and Financial Management Reports 


to members.   


Green 


Effectiveness of 


key services 


The Council reports on its key services through the Performance and Financial management reports.  This provides updates on 


performance issues impacting the Council's priority areas. 
Green 


Improving Efficiency & Productivity 
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Area of focus Summary observations RAG-Rating 


Management of 


Natural Resources 


One of the priority areas reported on within the Performance and Financial management reports is "Protecting and enhancing North 


Devon's unique environment". Performance issues relevant to this area are reported quarterly 
Green 


Management of Natural Resources 
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Appendix 1 – Benchmarking 


19 


We have made use of the Audit Commission's Financial Ratios Analysis Tool and VfM Profiles Tool to benchmark the authority against its statistical nearest neighbours for relevant 


KPIs up to and including 2012-13. 


 


Usable reserves – Benchmarked 


Definition – This shows useable revenue and capital reserves are a share of expenditure. A ratio of one means the total reserves matches the level of expenditure 


Findings -  North Devon has the lowest level of useable reserves in its family group. The ratio for 2013/14 is 0.09, which is still lower than any of the 2012/13 ratios in the family 


group. 
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We have made use of the Audit Commission's Financial Ratios Analysis Tool and VfM Profiles Tool to benchmark the authority against its statistical nearest neighbours for relevant 


KPIs up to and including 2012-13. 


 


Spend on Housing Strategy advice and enabling – Benchmarked 


Definition – This is the total expenditure on housing strategy advice and enabling from the Revenue Outturn RO4 return. This is expressed as pounds (£) per head of the total 


resident population, from Office of National Statistics mid-year population estimates.  


Findings -  North Devon has the second highest level of spend in this area in the family group in 2012/13.  
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Trade Waste & Skips APPENDIX 1


Actual 


2013/2014


Non Cash 


Accounting 


Adj's 2013/14


Total 


2013/2014


Salaries - Basic - Permanent 71,875.11 71,875.11


Salaries - Overtime - Permanent 4,800.96 4,800.96


Salaries - Invoice Payments 600.00 600.00


National Insurance 6,261.72 6,261.72


Superannuation 3,801.67 3,801.67


IAS 19 Adjustment (Out) (3,801.67) (3,801.67) 0.00


IAS 19 Adjustment (In) 5,664.99 5,664.99 0.00


Short-term compensated absences (301.53) (301.53) 0.00


Employee Related Insurance 828.76 828.76


Medical Fees 0.00 0.00


Technical Training - Fees 0.00 0.00


Employees 89,730.01 1,561.79 88,168.22


Other Repair & Maint Costs 20,826.13 20,826.13


Derv 54,218.82 54,218.82


Tyres 10,455.09 10,455.09


Vehicle Excise Tax 1,215.00 1,215.00


General Motor Insurance 7,546.39 7,546.39


Motor Insurance Excess 250.00 250.00


Transport 94,511.43 0.00 94,511.43


Equipment - Wheeled Bins 19,858.67 19,858.67


Printing - External 174.95 174.95


Refuse Sacks 2,571.50 2,571.50


Tipping Charges 300,133.14 300,133.14


Movement in Bad Debt provision (1,881.87) (1,881.87) 0.00


Sub Contractors 21,940.00 21,940.00


Supplies 342,796.39 (1,881.87) 344,678.26


Central Support 145,824.34 145,824.34 0.00


Depreciation 35,610.83 35,610.83 0.00


Expenditure 708,473.00 181,115.09 527,357.91


Hire Charge for Trade Waste Bin (16,568.63) (16,568.63)


Trade Waste Charges (547,204.53) (547,204.53)


Trade Waste Cardboard Collections 0.00 0.00


Admin Recharged (7,788.35) (7,788.35)


Insurance Claim (418.90) (418.90)


Income (571,980.41) 0.00 (571,980.41)


Turnover (571,980.41) 0.00 (571,980.41)


(Surplus)/Deficit 136,492.59 181,115.09 (44,622.50)








Trade Recycling APPENDIX 1


Actual 


2013/2014


Non Cash 


Accounting 


Adj's 2013/14


Total 


2013/2014


Salaries - Basic - Permanent 5,237.00 5,237.00


National Insurance 307.00 307.00


Superannuation 1,011.00 1,011.00


IAS 19 Adjustment (Out) (1,011.00) (1,011.00) 0.00


IAS 19 Adjustment (In) 1,506.52 1,506.52 0.00


Employees 7,050.52 495.52 6,555.00


Other Repair & Maint Costs 494.60 494.60


Tyres 151.96 151.96


Transport 646.56 0.00 646.56


Equipment - Wheeled Bins 8,735.00 8,735.00


Advertising (Non-Exempt) 1,180.00 1,180.00


Supplies 9,915.00 0.00 9,915.00


Central Support 2,946.83 2,946.83 0.00


Depreciation 3,666.67 3,666.67 0.00


Expenditure 24,225.58 7,109.02 17,116.56


Trade Waste Charges (7,298.60) (7,298.60)


Trade Waste Cardboard Collections (18,381.00) (18,381.00)


Paper (733.60) (733.60)


Glass (426.40) (426.40)


Sale of steel cans (500.50) (500.50)


Sale of cardboard (538.46) (538.46)


Sale of plastic (513.24) (513.24)


Income (28,391.80) 0.00 (28,391.80)


Turnover (28,391.80) 0.00 (28,391.80)


(Surplus)/Deficit (4,166.22) 7,109.02 (11,275.24)
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Section 1: Summary of  findings 


01. Summary of findings 
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Summary of  findings 


Summary of findings 


Overall review of 


financial 


statements 


Introduction 


We are required to certify certain claims and returns submitted by North Devon 


District Council ('the Council'). This certification typically takes place six to nine 


months after the claim period and represents a final but important part of the 


process to confirm the Council's entitlement to funding. 


 


We have certified one claims for the financial year 2013/14 relating to expenditure 


of £29 million.  


 


This report summarises our overall assessment of the Council’s management 


arrangements in respect of the certification process and draws attention to 


significant matters in relation to individual claims. 


 


Approach and context to certification  


Arrangements for certification are prescribed by the Audit Commission, which 


agrees the scope of the work with each relevant government department or 


agency, and issues auditors with a Certification Instruction (CI) for each specific 


claim or return.  


 


Our approach to certification work, the roles and responsibilities of the various 


parties involved and the scope of the work we perform were set out in our 


Certification Plan issued to the Council in May 2014. 


Key messages  


A summary of all claims and returns subject to certification is provided at 


Appendix A. The key messages from our certification work are summarised in 


the table below and set out in detail in the next section of the report. 


 


Aspect of 


certification 


arrangements 


Key Messages RAG 


rating 


Submission & 


certification 


Submitted by the Council and certified by 


Grant Thornton by the due deadline 


 


 
 


Accuracy of claim 


forms submitted to 


the auditor 


(including 


amendments & 


qualifications) 


The housing benefit subsidy claim was 


amended and was also subject to a 


qualification letter 


 


 
 


Supporting 


working papers 


There were no issues noted with the 


Council's working papers 
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Summary of findings 


Overall review of 


financial 


statements 


Certification fees 


The indicative certification fee set by the Audit Commission for 2013/14 for 


North Devon District Council is based on final 2011/12 certification fees, 


reflecting the amount of work required by the auditor to certify the claims and 


returns in that year. Fees for schemes no longer requiring certification (such as the 


national non-domestic rates return) have been removed. The fees for certification 


of housing benefit subsidy claims were reduced by 12 per cent, to reflect the 


removal of council tax benefit from the scheme. This is set out in more detail in 


Appendix C. 


 
The indicative fee for certification work for 2013/14 was £9,768. Additional work 


was required to certify the housing benefit subsidy claim at a cost of £7,366. We 


have requested approval from the Audit Commission for a fee variation for this 


additional amount. 


 


The way forward  


We set out recommendations to address the key messages above and other 


findings arising from our certification work at Appendix B. 


 


Implementation of the agreed recommendation will assist the Council in compiling 


accurate and timely claims for certification. This will reduce the risk of penalties 


for late submission, potential repayment of grant and additional fees. 
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Appendices 


Appendices 
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Appendix A: Details of  claims and returns certified for 2013/14 


Claim or return Value Amended? 


Amendment 


(£) Qualified? Comments 


Housing benefit subsidy 


claim 


28,984,865 Yes +7,433 Yes The claim was qualified due to the following issues: 


• A software issue where the correct amount of benefit awarded has not been 


reported, in some cases resulting in an incorrect amount of subsidy being 


claimed on the subsidy claim form. Due to the complexity of the issue it was 


not possible to quantify the value or number of cases affected. Therefore it 


was not possible to establish the net impact on the amount of subsidy 


claimed. Civica are working on a solution to correct the issue. 


• Our testing identified that overpayments of benefit on non-HRA rent 


rebates were being treated as eligible for subsidy where there has been a 


delay in the Housing Department informing the Benefits team. These 


overpayments should be classified as technical, attracting nil subsidy. The 


claim was amended in full for this issue. 


• Cell 033 of the claim incorrectly showed expenditure due to an error when 


the claim was compiled. 


• Our testing non-HRA rent rebates identified one case where benefit was 


paid for two properties on the same day when the claimant had moved from 


one property to another. Testing of an additional sample of 40 cases 


identified no further errors. 


• Our testing of rent allowances identified one case where the calculation of 


the claimant's average salary was incorrect, resulting in an underpayment of 


benefit. The error could have resulted in an overpayment of benefit. Testing 


of an additional sample of 40 cases identified no further errors. 


Appendices 
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Appendix B: Action plan 


Priority 
High - Significant effect on arrangements 
Medium – Some effect on arrangements 
Low - Best practice 


Rec 


No. Recommendation Priority Management response 


Implementation date & 


responsibility 


1 Training for housing benefit assessors 


should highlight the nature of the errors 


identified in our testing, to reduce the risk 


of the errors being repeated in future claims. 


Medium Assessors have been fully trained on the nature of errors 


identified in the audit testing 


Completed – Benefits Manager 


Appendices 
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Appendix C: Fees 


Appendices 


Claim or return 


 


 


2012/13 fee (£)  


 


2013/14 


indicative 


fee  (£) 


 


2013/14 actual 


fee (£) 


 


Variance 


year on year 


(£) 


 


Explanation for significant variances 


 


Housing benefits subsidy 


claim 


11,530  9,768  17,134*  +5,604 


Additional work was necessary to certify 


the claim, with additional testing carried 


out in four areas.  This was partially 


offset by a reduction due to there being 


no requirement to certify council tax 


benefit in 2013/14. 


* Includes a fee variation of £7,366, which is subject to approval by the Audit Commission 
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NORTH DEVON COUNCIL 


 


REPORT TO: AUDIT COMMITTEE 


Date: 27 January 2015 


TOPIC: STATEMENT OF ACCOUNTS 2013/14 – 
TRADING OPERATIONS 


REPORT BY: CHIEF FINANCIAL OFFICER 


 


1. INTRODUCTION 


1.1 The Statement of Accounts 2013/14 were formally approved at Council on 24 
September 2014. The following minute requested further analysis of Note 29 in 
the accounts in respect of trading operations is brought to the next meeting of 
this committee: 


“Statement of Accounts 2013/14: Trading Operations – in response to a 
question submitted by Councillor Harrison regarding the Trading Operations 
figures for the Pannier Market contained within the Statement of Accounts, the 
Leader advised that the figures were an accounting entry required by 
legislation.  
 
The Head of Financial Services advised that a large proportion of the figures 
contained within the Trading Operations was due to revaluation costs. The 
Leader advised that a report to explain the difference and reconciliation 
between the management accounts and statutory accounts for the Trading 
Operations of the Council would be presented to both the Audit and Overview 
and Scrutiny Committees.” 


2. RECOMMENDATIONS 


2.1 It is recommended that the report be noted. 


3. REASONS FOR RECOMMENDATIONS 


 3.1 There is a statutory requirement to produce the annual accounts.  


 3.2 This report is for information purposes only and to explain the financial detail 
behind trading activities within the financial statements. 


4. CONSTITUTIONAL CONTEXT 


4.1 The Final Accounts report the actual financial performance achieved in the year 
and sets out the Council’s overall financial position including its Assets and 
Liabilities. Under regulations issued under the Local Government Act 2000, the 







power to approve the Final Accounts is a non-Executive function, and is 
therefore exercisable by full Council (refer Appendix 2 (I) 45 of the Constitution). 


 


 
 Article 


Referred or 
delegated power? 


4 (b) Council power 


 
5. REPORT 
 


5.1 The following explanatory note is contained within the Statement of Accounts 
2013/14: 
 


  2012/13 2013/14 
  £000 £000 


Car Parks Turnover (2,817) (2,816) 
 Expenditure 1,568 3,853 


 (Surplus)/Deficit (1,249) 1,037 


South Molton Cattle 
Market 


Turnover (35) (32) 


 Expenditure 86 16 


 (Surplus)/Deficit 51 (16) 


Barnstaple Pannier 
Market 


Turnover (264) (251) 


 Expenditure 363 337 


 (Surplus)/Deficit 99 86 


Corporate 
Properties/Industrial Units 


Turnover (507) (565) 


 Expenditure 1,205 1,346 


 (Surplus)/Deficit 698 781 


Ilfracombe Harbour Turnover (533) (518) 
 Expenditure 840 659 


 (Surplus)/Deficit 307 141 


Seaside Undertakings Turnover (32) (35) 
 Expenditure 1 2 


 (Surplus)/Deficit (31) (33) 


Trade Waste & Skips Turnover (567) (572) 
 Expenditure 671 708 


 (Surplus)/Deficit 104 136 


Trade Recycling Turnover 0 (28) 
 Expenditure 0 24 


 (Surplus)/Deficit 0 (4) 


Net (surplus)/deficit on 
trading operations 


 (21) 2,128 


 


 
5.2 Regulations require the accounts to be prepared in accordance with CIPFA 


Code of Practice on Local Authority Accounting in the United Kingdom,  which 
include a number of “non-cash accounting entries” such as Capital charges, 
Central Support recharges and Pension valuation adjustments.   
 


5.3 These adjustments show the full revenue cost of running the activity within the 
service area, however a number of these adjustments are ‘reversed out’ below 







the line to ensure the Council Tax payer is not unduly affected and thus reflect 
the operation on a cash position. 


 
5.4 Attached as Appendix 1 are the detailed accounts in relation to the above 


activities for the financial year ended 31 March 2014 showing both the statutory 
accounts required in 5.2 and the adjustments mentioned in 5.3 which will be 
discussed in further detail at the meeting. 


 


6. RESOURCE IMPLICATIONS 
  
 6.1 As contained in the report. 
 
7. STATEMENT OF INTERNAL ADVICE 


7.1 The author (below) confirms that advice has been taken from all appropriate 
Councillors and officers. 


 
8. STATEMENT OF CONFIDENTIALITY 
 


8.1 This report contains no confidential information or exempt information under the 
provisions of Schedule 12A of 1972 Act. 


 


9. BACKGROUND PAPERS 
 


9.1 The background papers are available for inspection and kept by the author of       
the report. 


 


 


Author: Jon Triggs, Finance Manager   Date: 07 January 2015 








Car Parks APPENDIX 1


Actual 


2013/2014


Non Cash 


Accounting 


Adj's 2013/14 Total 2013/2014


Salaries - Basic - Permanent 180,407.53 180,407.53


Salaries - Overtime - Permanent 5,302.52 5,302.52


National Insurance 11,171.73 11,171.73


Superannuation 22,307.02 22,307.02


IAS 19 Adjustment (Out) (44,568.74) (44,568.74) 0.00


IAS 19 Adjustment (In) 66,413.27 66,413.27 0.00


Employee Related Insurance 2,031.48 2,031.48


Medical Fees 45.00 45.00


Technical Training - Fees 504.00 504.00


Employees 243,613.81 21,844.53 221,769.28


Other Works-General 13,136.38 13,136.38


Repairs Cheyne Beach Cliff (392.00) (392.00)


Planned Maintenance - General 48,828.22 48,828.22


Response Maintenance - General (460.81) (460.81)


ISS GM contract Main 8,253.24 8,253.24


Electricity 1,497.38 1,497.38


Rent-Premises 1,500.00 1,500.00


Ground Rent & Wayleaves 4,607.67 4,607.67


General Rates 409,563.41 409,563.41


BID Levy 2,400.00 2,400.00


Sewerage & Environmental Charges 12,565.32 12,565.32


Consequential Loss 750.00 750.00


Premises 502,248.81 0.00 502,248.81


Derv 6,954.14 6,954.14


Hire Charges - Non DLO 14,185.80 14,185.80


Car Allowances - Employees 8.35 8.35


General Motor Insurance 1,629.96 1,629.96


Transport 22,778.25 0.00 22,778.25


Equipment - Maintenance 30,723.26 30,723.26


Equipment - Specialist Software 17,275.63 17,275.63


Equipment - Car Parks 13,148.95 13,148.95


Furniture 0.00 0.00


Clothing / Uniforms 3,084.79 3,084.79


Printing - Tickets (489.00) (489.00)


Printing - External 1,462.55 1,462.55


General Stationery 0.00 0.00


Books, Videos & Publications 0.00 0.00


Imperial - DVLA enquiries 226.25 226.25


External Security Services 0.00 0.00


Postages 3,117.40 3,117.40


Telephones 12,223.90 12,223.90


Mobile Phones 3,332.30 3,332.30


Subsistence - Employees 87.50 87.50


Advertising (Exempt) 5,750.40 5,750.40


Additional Covers Insurance 887.01 887.01


Hospitality 242.95 242.95


Other Miscellaneous Expenses 57.49 57.49


Abandoned Vehicle Removal 0.00 0.00


Season Ticket Commission 3,126.19 3,126.19


Public Liability Excess Insurance 0.00 0.00


PCN Patrol Charges Off Street 0.00 0.00







Car Parks APPENDIX 1


Actual 


2013/2014


Non Cash 


Accounting 


Adj's 2013/14 Total 2013/2014


Cash Transit Charges 9,899.42 9,899.42


Land Registry Fees 6.00 6.00


Compensation 25.00 25.00


Traffic Enforcement Centre costs 2,729.30 2,729.30


Payment to NRA 5,500.00 5,500.00


Payment to DCC 1,743.71 1,743.71


Movement in Bad Debt provision (1,017.83) (1,017.83) 0.00


Confidential Shredding 0.00 0.00


Supplies 113,143.17 (1,017.83) 114,161.00


Central Support 347,646.29 347,646.29 0.00


Depreciation 48,575.80 48,575.80 0.00


Revaluation Loss 2,594,415.69 2,594,415.69 0.00


Revaluation Gain (19,129.00) (19,129.00) 0.00


Capital Charges 2,623,862.49 2,623,862.49 0.00


Expenditure 3,853,292.82 2,992,335.48 860,957.34


Other Grants (22,618.85) (22,618.85)


Rent General (4,005.00) (4,005.00)


Ringo Service Charge (7,186.46) (7,186.46)


Car Park Income (2,458,797.96) (2,458,797.96)


Quarterly Season Tickets (18,640.93) (18,640.93)


Annual Season Tickets (81,950.88) (81,950.88)


Weekly Season Tickets (26,528.86) (26,528.86)


Contract Parking (9,120.00) (9,120.00)


Weekly Coach Season Tickets (13,566.66) (13,566.66)


Evening Residents Permit (34.00) (34.00)


Excess Charge Fee (old system) 0.00 0.00


Excess Charge Fee (Langdale) 1,009.00 1,009.00


Penalty Charge Notice Income (158,941.19) (158,941.19)


County Court Costs (Income) 0.00 0.00


Misc Income (7,163.26) (7,163.26)


Recharge to Braunton Parish Council 0.00 0.00


Over / Under Banking (3.92) (3.92)


On Street Parking Account (9,085.58) (9,085.58)


Income (2,816,634.55) 0.00 (2,816,634.55)


Turnover (2,816,634.55) 0.00 (2,816,634.55)


(Surplus)/Deficit 1,036,658.27 2,992,335.48 (1,955,677.21)








 


 


 


 


 


 


 


North Devon District Council 
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Housing Benefits 2014/15 


 
September 2014 
 


This report has been prepared on the basis of the limitations set out on page 13. 


Report issued to:  


Chief Executive 


 


Mike Mansell 


Head of Finance 


Benefits Manager 


Steve Hearse 


Denise Yates 


  


This report and the w ork connected therew ith are subject to the Terms and Conditions of the Contract dated 14 September 2011 betw een 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 w hole or in part w ithout our prior w ritten consent.  To the fullest extent permitted by law , w e accept no responsibility or liability to 


any third party w ho purports to use or rely, for any reason w hatsoever, 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 w ill be know n as 
Mazars Public Sector Internal Audit Limited. 
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Executive Summary  
Background 


People who pay rent and or Council Tax may claim Housing Benefit and or Council Tax support to assist with their payment.  Those who qualify will usually 
be claiming income support or on a low income.  The payment of Housing Benefit and Council Tax support is a statutory duty enforced by legislation, as well 
as being a requirement under the Council’s Constitution.   


The Benefits Team is responsible for administering Housing Benefits and Council Tax Support, the recovery of overpaid benefits and the prevention and 
detection of benefit fraud.   


The team is headed by the Benefits Manager, with two assistant managers running teams of:  four investigation officers, two customer support officers, three 
finance and system officers, nine benefits officers, and five benefit assessors.  One of the assistant managers is due to retire at the end of September 2014, 
and their duties will be distributed amongst the existing staff. 


Two IT systems are used side by side, IBS and Comino.  IBS is an integrated piece of software used by local government Revenues and Benefits 
departments.  Benefit details are recorded on the IBS system including applicant information, processing of claims and preparation of payment runs. 


The Comino system helps to replace paper-based filing with an electronic system; this improves access to information and enables the sharing of electronic 
documents.  Comino eliminates photocopying as all documents received relating to housing and council tax benefit claims are scanned into the system and 
stored electronically, while the workflow engine processes and routes documents, files and tasks to allocated staff 
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Audit Opinion & Summary of Findings 


Through the work undertaken, the following opinion has been provided: 


Audit Opinion 


 Weaknesses in the system of controls are such as to put the system objectives at risk, and/or the level of non-compliance 
puts the system objectives at risk 


 
 


.Summary of Findings 
As a result of this Internal Audit, we have raised the following recommendations: 


Priority Number of 
Recommendations 


Area of Scope / Recommendation 


 
 


1 


 


 


Identify overpayments where recovery has ceased 


Aged overpayments are identifiable for investigation 


 


 


0 


 


  


1 


 


 


 


Public information should be accessible 


Limited 
Assurance  
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Section 1 – Detailed Summary of Key Findings  


Area 1:  Policies and Procedure 


The Council has a Constitution in place and we confirmed that this included high level roles and responsibilities for the overall management of the Benefits 
service.  The Benefits department maintain local procedure notes with step-by-step instructions on how to conduct work at the Council.   


On examination of the Council website, we identified that information for potential and current claimants was available.  This included the application forms, a 
checklist of necessary required documentation and the obligations of claimants.  The information includes a section of 'Frequently asked questions'.  We 
identified that this particular link is not currently functioning, and therefore is not accessible to the public.   If information is not readily accessible this increases 
the risk that ineligible applications for benefit and or support could be made.  A recommendation has been raised to address this. 


In addition leaflet information and officer assistance is available at Council offices for those who do not have internet acc ess.   


Area 2: Post opening procedures 


Post delivered by Royal Mail is sent to the Civic Centre.  Post opening is restricted to Post Room Officers in the Customer Services Office, in the presence of 
at least two other officers and this is logged in a post opening form.  Testing of a sample of 20 days from April to July 2014 identified that on all sampled days 
the post opening form had been signed and dated by the on-duty Post Room Officer.  The Post Room Officer then hand delivers Benefits post to Lynton 
House and Benefits staff log the post received in their own register.  Testing of a sample of 20 days identified that all receipts of post had been signed for by a 
Benefits staff member.   


All original items which need to be returned to the applicant are logged onto a valuable items register; in addition to the post opening form.  This register is 
checked by two people to ensure the correct details have been received and recorded.  Testing of a sample of 20 days from April to July 2014 established 
that on the 20 days all the registers had been signed as checked by two people.   


Applications are date stamped on receipt and all items are scanned into Comino.  Testing of a sample of 20 new claims identified that in 16 cases the new 
claims had been date stamped.  The remaining 4 sampled new claims did not have a stamped date to evidence the date of receipt and as such the only way 
to check the timeliness of processing was to use the date signed by the applicant.  This issue was discussed with the Assistant Benefits Manager who 
accepted this issue and therefore no formal recommendation has been raised. 


Once the original documents have been scanned into Comino along with other supporting identity information (e.g. passports, driving licences, etc.) the 
original identification documents are returned to their owners.  Each day the Benefits team return documents and the activity is maintained in a spread sheet 
for Returned Items.  Testing of a sample of 20 days between April to August 2013 identified that the spread sheet had been populated and signed and dated 
by two Benefits staff member that in each case the items received had been verified, and were current.   
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Area 3: Segregation of duties, to include conflicts of interest  


Where a benefit applicant is related to a member of the Benefits team, that staff member must declare an interest.  The declaration must be submitted to the 
Benefit’s Manager.  Currently, an annual declaration of interest form is not required to be completed.  Discussions with the Benefits Manager identified that 
the creation, population and gathering of declaration of interest forms for the whole Benefits team would prove a challenge and as such suggested quarterly 
reminders of declarations of interest is in place as an alternative control.  From examination of the email requests since April 2014, we established that a 
request had been sent in May and July 2014 to all benefit staff.  We noted six positive declarations had been received from the Benefits staff, which were 
primarily concerned with a relation claiming benefit.   Where there is a potential conflict of interest, the Benefits Manager will review the system audit trail to 
ensure that the officer did not have any involvement in that case. 


Area 4: Compliance with the current scheme of operation 


The Department of Works and Pension (DWP) released a circular on the uprating of Housing Benefit and Council Tax Benefit for 2014/15 in January 2014.  
This contained the amount that must be paid to customers for every given circumstance.  The uprating of all the different criteria of benefits was processed by 
the Senior Benefits Officer and checked by the Benefits Systems & Finance Officer.  The uprating was input into IBS Test in January 2014 before the values 
were input into IBS Live.  All Benefit Assessors checked 10 of their claims on IBS Test to help verify that the uprating exercise had been completed 
accurately.  When the Council Tax liabilities have been input by the Council Tax department, all Benefit Assessors check 10 of their claims on IBS Live again 
to check for correctness.  We were able to obtain the folder containing the documents to evidence the checking exercise to confirm its validity in terms of the 
financial values in the system and the accuracy of other information.     


Area 5: Timeliness and accuracy of assessments, amendments, payments and cancellations 


New applications must be signed and dated by applicants and the necessary supporting documentation provided before claims can be assessed.  All claims 
must also be processed within 14 working days.  We tested a sample of 20 new claims made since April 2014 and identified that all of the claims had been 
completed within the 14 day limit.     


When a claimants circumstances change, claimants must, supply the necessary information to substantiate the amendment.  Once the information has been 
provided the change must be processed within 14 days.  Testing of a sample of 20 amendments identified that the changes were valid and any supporting 
documentation was scanned into Comino and amended appropriately in IBS.   


Payment runs are prepared on Tuesday, Wednesday and Friday of each week by the Benefits Systems & Finance Officer, checked by a Senior Benefits 
Officer and approved by an Officer with delegated approval.  Benefit Assessors do not have the authority or abilit y to complete payment runs.  Testing of a 
sample of 10 payment runs identified that the approval process for each sample was appropriate in each case.  Payments of over £1,500 to a single claimant 
are re-checked by the Systems / Assessment Officer before being processed.  One of the payment runs within our sample contained an individual payment 
over £1,500, and this had been review by the Systems / Assessment Officer. 
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If a claimant’s circumstances change and they are no longer entitled to benefit, the benefit claim is cancelled.  Any cancellations are updated on IBS and no 
further payments are made to the claimant.  Testing of a sample of twenty cancellations identified that IBS had been updated and no further payments had 
been made to the claimant in each case.   


Backdated claims can only be granted for claims which are eligible and valid.  All claims for backdating must be made by the claimant in writing giving the 
reason for the backdate.  Backdated claims are scanned into Comino and updated into IBS as per the procedure.  If good cause is found for the backdate, a 
request for backdating the claim is made by the Benefits Assessor and authorised by a Senior Benefits Officer.  The Council had received six backdated 
claims since 1 April 2013.  Testing of the total of six backdated claims identified that each had a request for backdating with a reason given for the validity of 
the claim and each was granted authorisation by an appropriate officer.       


 


Area 6: Management of overpayments and recovery arrangements 


The Benefits overpayment recovery process is an established part of the Benefit team’s operational duties.  The Benefits team collates data in respect of the 
percentage of overpayments collected in relation to the total overpayment debt.  In 2012/13 28.71% was collected and in 2013/14 this was increased to 
41.42%. 


All action taken on the recovery of overpayments is noted on the system and the claimant informed.  It is up to the claimant to decide on the method of 
repayment.  Methods include payment in one lump sum or if the claimant is still eligible for benefits, a small amount is taken off the benefit claim each 
payment run until the overpayment has been repaid.  Testing of a sample of 10 overpayments identified that in six cases the claimant had been informed of 
the overpayment and that action taken was appropriate for each of the claimants, including reminders and final reminders sent at appropriate times.    


However, we identified that in four cases the individual debtor’s circumstances had changed and had resulted in non payment.  The Benefits Systems and 
Finance Officer investigated these cases further and will be progressing with appropriate action to recover the remaining overpayments.   The main issue 
appears to be the type of IBS system debt recovery code attached to the individual debt.  Our sample included a number of debt recovery codes which were 
no longer used and had not been selected by the Benefits Team recovery progress.  Following this audit, the Benefits Team will progress the four cases as 
follows: 


 


 Overpayment (£) Comment 


1 3,307.27 Claimant had been paying until a few months ago.  Case is listed on a report currently being worked through for failed 
payment arrangements.  This case will have a reminder issued. 


2 2,884.12 Claimant had a special arrangement to pay in place, but has failed to keep to this and the arrangement has been cancelled.  
Case to be referred for a visit. 


3 366.44 At recovery stage with a now un-used recovery reference and dates back prior to 2011.  This will be referred for a visit.  
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 Overpayment (£) Comment 


4 4,965.92 At recovery stage with a now un-used recovery reference.  Nothing done by the Council since 2009.  Further investigations 
reveal paperwork to show customer is now bankrupt.  A request for write off has now been put forward.  


 


We have made a recommendation to enable overpayment cases affected by a change in circumstance to be readily identifiable and therefore continuity or 
debt payment can be readily progressed.  We examined a random sample of 10 overpayments and identified four instances where action to recover the 
overpayment had ceased.  We have made a recommendation that the Council identifies all the remaining instances where action to recover the overpayment 
has ceased. 


If a debt remains unpaid, after exhausting all the appropriate recovery methods including referral to the Councils debt recovery agency, the Council will 
consider write off of the debt.  The write-off of debts over £1,500 must be authorised by the Head of Financial Services (as the Chief Financial Officer), in 
consultation with the Leader of the Council.  Testing of a sample of 10 write offs identified that a request for write off was completed and approved in each 
case.  Notes for each case were found on Comino to identify the reason for the write off, all of which were in line with Council procedures.  Of the 10 cases 
tested, all were over £100 and had been approved by a Senior Benefits Officer.  Two of the write offs within the sample were over £1,500; these being 
£1,504.44 and £2,905.45.  We established that both had been approved by the Head of Financial Services (as the Chief Finance Officer) and the Leader of 
the Council. 


Area 7: Reliability of records (paper and electronic) and protection against loss and unauthorised access 


The Council has an IT Acceptable Usage Policy in place.  The Policy had been approved by the Overview and Scrutiny Committee in December 2012.  The 
Policy contains information on user responsibilities regarding passwords and password parameters.  There are restrictions in place on the officers that can 
access IBS and Comino.  Access is granted according to the responsibilities of the user.  User profiles have been set up to enable separation of duties, and 
authorisation controls.  For instance, a post room administrator cannot assess an individual benefit record.  Testing of a sample of five officers on IBS 
confirmed that each officer had appropriate access to the IBS system.  Password control set for all users.  Each password must be alphanumeric.  In addition, 
IBS passwords must be changed every 60 days, and 90 days for Comino.   We have already included a recommendation in our Council Tax and NNDR audit 
report for 2014/15 for the password change days to be reduced for Comino from 90 days to 60 days.  We have therefore not reit erated the same 
recommendation here. 


Area 8: Accuracy and timeliness of performance monitoring 


There are monthly checks on a sample of between 4 – 6 % of claims by the Systems / Assessment Officer.  Examination of a sample of three months 
confirmed the monthly checks had been conducted.  There are quarterly checks on 128 claims, which were based on the previous statutory requirements 
from the DWP, conducted by the Systems / Assessment Officer.  A checklist is completed for each checked claim and if any claims are not compliant, an 
internal memo is sent to the Assistant Benefits Manager so that training can be undertaken.   
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Area 9: Reconciliations 


Financial Services conduct weekly reconciliations between the financial management system and the IBS system.  An invoice summary is sent from the 
Benefits department to Financial Services, which is authorised by the Benefit’s Manager.  Weekly reconciliations are then conducted by the Accounts 
Assistant.  We tested a sample of ten weeks from April to July 2014 and established that the reconciliation was completed and relevant supporting 
documentation kept on file.   


Monthly reconciliations are completed between the Council's Bank statement and the Financial Management system.  These are completed by the Accounts 
Assistant and then verified by the Accounts Assistant's line manager, the Senior Capital Accountant.   Sample testing of three months identified that the 
reconciliation had been appropriately completed and reviewed.   


Area 10: Complaints 


Complaints are logged onto Comino by Benefits officers and passed onto the Customer Services Team (CST) to input into the Lagan (Customer Relationship 
Management) system.  All complaints must be acknowledged within three working days and responded to within 15 working days by the Benefits department.  
If the complainant is unhappy with the initial response, CST will conduct an independent investigation and respond to the complainant within 15 working days 
of the request to investigate.  If the complainant is still unhappy, they can bring the issue to the attention of the Local Government Ombudsman.  Testing of a 
sample of all three complaints received since April 2014, identified that for all five the relevant processes had been completed in a timely manner.     


Area 11: Link between single person discounts on council tax bills and benefit claims 


Assessments for Single Person Discount is a Council Tax responsibility, and not of benefit assessment.  The Council Tax assessment team will provide 
confirmation to the Benefit’s team that a single person discount is applicable on an individual claim.  The Benefit’s team can then ensure that their records are 
correct, and that the claim is calculated on the income of a single person.  


Sample testing of 20 claimants with single person discounts identified that the checks to prove that the single person discount were appropriately in place and 
that the correct amount was being paid to the claimants. 
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Section 2 – Recommendations / Matters Arising 


1.  Public information should be accessible                                                                                       Priority 3 


Recommendation Rationale Responsibility 


The Council's website pages for Housing Benefit and Council 
Tax Support should be updated so that the information 
included is current and relevant, including the section entitled, 
'Frequently asked questions'. 


Housing Benefit and Council Tax support Information should 
be readily available and accessible to inform the public of the 
claiming process.   


The Council has extensive information relating to Benefits on 
its website.  The information includes a section of 'Frequently 
asked questions', but we identified that this particular link is 
not currently functioning, and therefore is not accessible to 
the public. 


If information is not readily accessible this increases the risk 
that ineligible applications for benefit and or support could be 
made resulting in unnecessary resource being used to 
process and then contact the claimant. 


Benefits Manager 


  


Agreed.  The Benefits Manager accepts the recommendation and this is currently being redesigned. 31 October 2014 
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2.  Aged overpayments are identifiable for investigation                                                                    Priority 1 


Recommendation Rationale Responsibility 


The overpayments reports should be checked regularly, at 
least monthly, for cases where the overpayment 
circumstances change or repayment is defaulted. 


The Benefits Manager should investigate all the current 
outstanding overpayments on the system and identify, and 
progress any other instances where recovery action has 
ceased. 


This should include all discontinued debt recovery codes to 
ensure that all outstanding cases are identified. 


Aged overpayment debts should be investigated and 
progressed regularly to ensure continuity of debt recovery. 


Testing of a sample of 10 overpayments identified that in 
four cases the individual debt circumstances had changed 
and had resulted in non payment.  The Benefits Systems 
and Finance Officer investigated these four cases further 
and will be progressing with action to recover the remaining 
overpayments.  They will also check all remaining 
overpayments to identify any remaining cases where 
recovery action has ceased. 


Where an arrangement to pay changes which is not 
identified, the risk increases that debt recovery will cease 
which may lead to financial loss to the Council. 


Benefits Manager 


  


Accepted - We are currently in the process of going through all the invoices which have been raised which appear to have no 
recovery at present and will ensure they are all up to date with a new action or written off where appropriate. 


30 November 2014 
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Appendix A – Audit Framework 


Audit Objectives 


The audit was designed to ensure that management have implemented adequate and effective controls over the Housing Benefits function at North Devon 
District Council. 


Audit Approach & Methodology 


The audit approach was developed with reference to the Internal Audit Plan and by an assessment of risks and management controls operating within each 
area of the scope.  The following procedures were adopted:- 


 Identification of the role and objectives of each area; 
 Identification of risks within the systems, and controls in existence to allow the control objectives to be achieved; and 
 Testing of controls within the systems. 


From these procedures we have identified weaknesses in the systems of control, produced specific proposals to improve the control environment and have 
drawn an overall conclusion on the design and operation of the system.  See Appendix B for details of the Audit team and staff interviewed. 


Areas Covered 


Audit work was undertaken to cover the following areas and control objectives: - 


 Policies and procedures, including adherence to legislation, financial regulations and local policy; 


 Post opening procedures; 
 Segregation of duties, to include conflicts of interest; 
 Compliance with the current scheme of operation; 
 Timeliness and accuracy of assessments, amendments, back dated claims, payments and cancellations; 
 Management of overpayments and recovery arrangements; 


 Reliability of records (paper and electronic) and protection against loss and unauthorised access;  
 Accuracy and timeliness of performance monitoring; 
 Reconciliations; 
 Complaints; and 


 Link between single person discounts on council tax bills and benefit claims.  
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Appendix B – Reporting Definitions 


In order to assist management in using our reports: 


a) We categorise our audit opinion according to our assessment of the controls in place and the level of compliance with these controls:  


Full 
Assurance 


There is a sound system of control designed to achieve the system objectives and the controls are being 
consistently applied. 


Substantial 
Assurance  


While there is a basically sound system, there are weaknesses which put some of the system objectives at risk, and 
/ or there is evidence that the level of non-compliance with some of the controls may put some of the system 
objectives at risk. 


Limited 


Assurance 


Weaknesses in the system of controls are such as to put the system objectives at risk, and/or the level of non-
compliance puts the system objectives at risk. 


Nil 
Assurance  


Control is generally weak, leaving the system open to significant error or abuse, and/or significant non-compliance 
with basic controls leaves the system open to error or abuse. 


 


b) We categorise our recommendations according to their level of priority. 


  
 


High Priority Recommendation 
Major issues that we consider need to be brought to the attention of senior management and the audit committee.  


 


Medium Priority Recommendation 
Important issues which should be addressed by management in their areas of responsibility.  


 


Low Priority Recommendation 
Detailed problems of a minor nature resolved on site through discussions with local management.  
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Appendix C – Staff Interviewed 


Audit Team Staff Consulted 


Andy Jefford – Engagement Director Denise Yates   - Benefits Manager 


John Micklewright – Engagement Senior Manager Jeannette Brettle - Assistant Benefits Manager (Finance, Systems and Recovery 


Rachel de Bradeny – Auditor Julie Drew  - Assistant Benefits Manager (Assessment and Customer Support) 


Contact Details: John.Micklewright@mazars.co.uk 


Michele Hughes - Senior Benefits Officer 


Nicola Thurlow  - Systems / Assessment Officer 


David Blanchard - Benefits Systems & Finance Officer 


Aurienna Dunbrook - Benefits Systems & Finance Officer 


Sue Yap                         -            Accounting Technician 


An exit meeting was held with the Assistant Benefits Manager, on 10 September 2014. 
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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 strengt hs 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 


September 2014 


    


Andy Jefford Director Andrew.Jefford@mazars.co.uk 07810  656522 


John Micklewright Engagement Manager John Micklewright@mazars.co.uk 07970 425275 


Rachel de Bradeny Auditor Rachel de Bradeny@mazars.co.uk 07852 457842 


 


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 avai lable 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. 



mailto:Andrew.Jefford@mazars.co.uk






South Molton Cattle Market APPENDIX 1


Actual 


2013/2014


Non Cash 


Accounting 


Adj's 2013/14


Total 


2013/2014


Plant-Gen Repairs / Alts / Maint 3,745.01 3,745.01


Consequential Loss 152.78 152.78


Premises 3,897.79 0.00 3,897.79


Central Support 2,161.92 2,161.92 0.00


Depreciation 9,628.39 9,628.39 0.00


Expenditure 15,688.10 11,790.31 3,897.79


Rent General (1,939.45) (1,939.45)


Market Tolls (29,744.65) (29,744.65)


Income (31,684.10) 0.00 (31,684.10)


Turnover (31,684.10) 0.00 (31,684.10)


(Surplus)/Deficit (15,996.00) 11,790.31 (27,786.31)
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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. 


[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. INTRODUCTION 


1.1 This report sets out the internal audit activity since the last Audit Committee meeting in 
September 2014 for North Devon District Council. At the request of Committee Members we 
have ceased to provide full copies of each report unless they are either limited or no 
assurance reports, where we nonetheless believe that the Committee should see a full report 
or where the Committee or Officers request sight of the full report.  We have therefore at 
Appendix II summarised the scope of each audit and any accompanying recommendations. 


1.2 The purpose of internal audit is to provide Members and the Chief Executive, through the 
Audit Committee, with an independent and objective opinion on risk management, control and 
governance and their effectiveness in achieving North Devon District Council’s agreed 
objectives.  In order to provide this opinion, we are required to review annually the risk 
management and governance processes within North Devon District Council and on a cyclical 
basis, the operation of internal control systems within the organisation.   


 


2. COMPLETION OF THE INTERNAL AUDIT PLAN  


2.1 Appendix III details the 2014/15 Audit Plan and shows the status of work to date and the 
number of days delivered.  The following tables summarise progress against the plan:  


Number of audits in plan  28  


Number of audits finalised  14 50% 


Number of audits issue at draft  2 7% 


Number of audits in progress 3 11% 


 
2.2 We can report that 61% (excluding contingency) of the 2014/15 Operational Internal Audit 


Plan has been completed, based on the number of days delivered.  We have now issued the 
following final reports which have been assigned the stated assurance levels.  Please note 
that definitions for each of the assurance levels are provided in Appendix I. 


Building Control Substantial assurance 


Council Tax and NNDR Substantial assurance 


Debtors Substantial assurance 


Homelessness Substantial assurance 


Payroll Substantial assurance 


Regeneration Substantial assurance 


Staff Expenses (including Mileage Claims) Substantial assurance 


Treasury Management Substantial assurance 


Network Infrastructure Substantial assurance 


Virus and Spyware Protection Substantial assurance 


Housing Benefit Limited assurance  


 


2.3 Appendix II details the 2014/15 Audit recommendations for individual reports with a full or 
substantial overall opinion finalised since the last Audit Committee meeting.  
Recommendations with a priority rating of 2 are detailed in full.  Recommendations with 
Priority ratings of 3 are not shown in detail.  In addition an overall audit opinion is given for 
each report.   


Management responses are only included where there is a substantial comment.  Where 
management has accepted the recommendation this has not been included. 
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Significant Control Weaknesses 2014/15 


2.4 Based on the work we have undertaken, there is one Priority One recommendation on the 
Housing Benefit audit that has been issued with a limited overall opinion and is being brought 
to the attention of the Audit Committee as follows. 


Aged overpayments are identifiable for investigation 


Recommendation Rationale 


The overpayments reports should be checked 
regularly, at least monthly, for cases where the 
overpayment circumstances change or 
repayment is defaulted. 


The Benefits Manager should investigate all 
the current outstanding overpayments on the 
system and identify, and progress any other 
instances where recovery action has ceased. 


This should include all discontinued debt 
recovery codes to ensure that all outstanding 
cases are identified. 


Aged overpayment debts should be investigated 
and progressed regularly to ensure continuity of 
debt recovery. 


Testing of a sample of 10 overpayments identified 
that in four cases the individual debt circumstances 
had changed and had resulted in non payment.  
The Benefits Systems and Finance Officer 
investigated these four cases further and will be 
progressing with action to recover the remaining 
overpayments.  They will also check all remaining 
overpayments to identify any remaining cases 
where recovery action has ceased. 


Where an arrangement to pay changes, and is not 
identified, the risk increases that debt recovery will 
cease which may lead to financial loss to the 
Council. 


 


Accepted - We are currently in the process of going through all the invoices which have been raised 
which appear to have no recovery at present and will ensure they are all up to date with a new action 
or written off where appropriate.  Target Implementation Date 30 November 2014 


 


Performance of the Internal Audit Service   


2.4 The following table details the Internal Audit service performance for the 2014/15 year, 
measured against the key performance indicators set out in the Internal Audit Quality Plan.   


 


No. Performance indicator  Target  Actual  


1. A close out meeting to be held for each audit 
 


100% 100% 


2. Average period between the close out meeting and 
issue of the draft report   


15 days 10.4 days 


3. Average period between the receipt of final 
management responses and issue of the final report  
 


10 days  0.5 days 


4. Average customer satisfaction score (measured by 
survey for each audit) – (Target is 85% of 3 or above)  
5=Very good; 4=Good; 3=Satisfactory; 2=Poor; 1= Very poor 


3 3.8 
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3. Action Required   


3.1 The Audit Committee is asked to note our progress report. 







 


Internal Audit – Progress Report for January 2015 Audit Committee  5 


Appendix 1 - Definitions 


Our internal audit assurance opinions are defined as follows: 


Full 
Assurance 


There is a sound system of control designed to achieve the system 
objectives and the controls are being consistently applied. 


Substantial 
Assurance  


While there is a basically sound system, there are weaknesses which 
put some of the system objectives at risk, and / or there is evidence 
that the level of non-compliance with some of the controls may put 
some of the system objectives at risk. 


Limited 
Assurance 


Weaknesses in the system of controls are such as to put the system 
objectives at risk, and/or the level of non-compliance puts the system 
objectives at risk. 


Nil 
Assurance 


Control is generally weak, leaving the system open to significant error 
or abuse, and/or significant non-compliance with basic controls 
leaves the system open to error or abuse. 


 


Our internal audit recommendations are prioritised as follows: 


Priority 1 
Major organisational issues to be addressed for the attention of 
senior management and the Audit Committee. 


Priority 2 Important local issues to be addressed by senior and local 
management in their areas of responsibility. 


Priority 3 Minor / best practice issues to be addressed by local management. 


Medium 


Low 


High 
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Appendix II – Internal Audit Recommendations 


Building Control  Substantial Assurance 


Scope 


The audit covered the following areas:  


 Policies and procedures; 


 Building control fees; 


 Building control applications; 


 Inspections; 


 Invoicing arrangements; 


 


 Receipt of income; 


 Debt recovery; 


 Reconciliations; 


 Performance targets; and 


 Budgetary control. 


Two priority 2 recommendations and one priority 3 recommendations raised 


1. Fees are reviewed and approved annually                             Priority 2 


Recommendation Rationale 


Fees should be reviewed and 
approved on an annual basis to 
confirm that charges allow the 
recovery of costs, as per the Building 
(Local Authority Charges) Regulations 
2010, and in order to maintain 
competitiveness with the Private 
Sector.  This should form part of the 
budget setting exercise which feeds 
into the fees and charges corporate 
report provided to Members for 
approval. 


Fees should be reviewed and approved annually and at an 
appropriate level to assist in ensuring that the Council is 
recovering costs as per relevant legislation. 


We confirmed the fees had last been reviewed for April 
2013.  However, we were unable to obtain confirmation for 
the approval of the 2013 fee review from SMT.  
Furthermore, the building control fees are not reported to 
Members as part of the annual review of charges and fees.  
The fees remained static for 2014/15, and at the time of 
audit testing, have been set to do so for 2015/16.  


Where fees are not reviewed and approved on at least an 
annual basis, there is a risk that costs are not recovered, as 
required by the Building (Local Authority Charges) 
Regulations 2010. 


2. Reconciliation between expected and actual fees                Priority 2 


Recommendation Rationale 


We recommend that a more formalised 
approach is taken to prepare and 
review the monthly reconciliations 
between the receipt of building 
regulations application fees and the 
amounts recorded on the general 
ledger.  This should include a 
signature of the preparer, who checked 
it and a date to indicate the timeliness 
of reconciliation.  Working papers 
should be attached as part of the audit 
trail. 


Regular reconciliations, that are adequately prepared and 
reviewed reduce the risk of errors and ensure that all 
transactions are appropriately accounted for in the general 
ledger. 


We examined the latest reconciliation for October 2014, 
and noted that it did not have a date or signature to indicate 
when and who has reconciled it.  Furthermore, no working 
papers were included to evidence how the data reconciled. 


If audit trial is not maintained there is an increased risk that 
variances cannot be traced which could result in loss of 
income. 


In addition one priority 3 recommendation has been raised for a review of the manual 
applications list in order to assess if this list is necessary. 
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Council Tax and NNDR  Substantial Assurance 


Scope 


The audit covered the following areas:  


 Policies and procedures; 


 Convenient Methods of Payment; 


 Reconciliation between the Debit and 
Valuation List; 


 Discount and Reduction Applications, 
including impact of the Local Council 
Tax Support Scheme; 


 Billing; 


 Receipts from Taxpayers; 


 Clearance from Suspense Accounts; 


 


 Recovery Action; 


 Writing Off Irrecoverable Income  


 Monitoring Collection Rates; 


 Reconciliation with General Ledger; 


 Refunds; 


 Void Allowance; 


 Amendments to Standing Data and System 
Calculation of Amounts Due; and 


 IT systems security and access 


Two priority 2 recommendations raised 


1. Reconciliation between debit and valuation list                   Priority 2 


Recommendation Rationale 


Reconciliations between the Council's 
IBS system and the Valuation Office 
Agency schedule of properties should 
be undertaken promptly. 


Reconciliation between the Council's IBS system and the 
Valuation Office Agency schedule of properties should 
minimise the risk of errors. 


For the sample of Council Tax and NNDR reconciliations 
between the VOA and the IBS property details on the 
revenues system, we identified multiple instances where 
completion of the reconciliation exceeded 15 days from the 
effective date of the VOA data.  As the reconciliation is 
completed each week, the time taken to review is not 
timely,  


If reconciliations are not completed promptly, errors can 
occur which may result in unpaid Council Tax or NNDR.  


Management response 


Agreed.  Since the introduction of Council Tax Support there has been an increase in 
correspondence.  Allocation of resources to help reduce the backlog to ensure prompt billing and 
recovery and improve cash collection has been required.  The result has been the reconciliations of 
Council Tax and NDR schedules exceeding 15 days. 
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2.  Comino Password security is improved                                   Priority 2 


Recommendation Rationale 


The Council's IT section should 
complete the syntax which will 
enable the password security for the 
Comino system to be improved to 
include a 60 day expiry and an 
numeric/alpha combination 


We noted the IBS system had its password security set to 60 
days to expiry date, minimum length 8, with a minimum of 2 
numeric and 4 alpha characters. 


The Comino system is set to 90 days to expiry date with no 
requirement for a minimum length or characters.  We 
understand that an upgrade from Comino is due, and that this 
will change the security requirement for passwords to 60 
days and with a numeric/alpha mix.  This change will 
necessitate the Council's IT section to write syntax to enable 
the password security to be changed, but as the Council's IT 
section is currently undergoing a major office move, we 
understand that this task will not be a priority.  


 As we have already highlighted the risk that the Comino 
password security poses, we have reiterated this with a 
recommendation that the IT section writes the syntax as a 
matter of priority following their move. 


Management response 


Whilst accepting the rationale, the implementation is dependent on ITC. It is hoped that following the 
office move ITC will have the opportunity to write the necessary syntax to allow the password to be 
changed. 
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Debtors   Substantial Assurance  


Scope 


The audit covered the following areas:  


 Policies and procedures; 


 Amendments to standing data; 


 Realisation of debts; 


 Debt monitoring; 


 Debt recovery and supporting evidence / 
documentation; 


 


 Raising of invoices, and credit notes; 


 Posting of cash receipts; 


 Write off procedures; 


 Segregation of duties; 


 Reconciliations; and 


 IT systems security and access 


3 priority 3 recommendations raised 


1. Changes to standing data – assess how the debtors system can support the review of debtor 
standing data. 


2. Debt recovery process remains largely manual – review the manual process in order to introduce 
a more automated recovery process. 


3. Request forms should be date stamped – and include all information relevant to the debit or credit 
(credit notes) 
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Homelessness Services Substantial Assurance 


Scope 


The audit covered the following areas:  


 The Council’s compliance with government 
statute, policy and published good practice;  


 Homelessness prevention service delivery, 
including requests for service, and the 
provision of advice and relief;  


 Applications, decisions and eligibility with 
regards to the Council’s Statutory Duty in 
respect of homelessness; 


 


 Liaison with external voluntary and statutory 
agencies, including the provision of specialist 
services; and  


 Management Information, including, 
standards, performance, monitoring and 
review. 


 


4 priority 2 recommendations raised 


1. Reminder to Officers to adhere to Policy Target                 Priority 2 


Recommendation Rationale  


It is recommended that all officers 
involved in operational duties that 
relate to homelessness or 
homelessness prevention are 
reminded of the need to adhere to 
the set standards and processes 
contained within the Council's 
Homelessness Prevention Policy. 


 


. 


Adherence to the standards and processes contained within 
the Homelessness Prevention Policy will help to maintain a 
consistent method of service delivery. 


We noted that some housing officers had not received the 
most recent homelessness prevention system training and 
exceptions in the completion of homelessness prevention 
records with respect to the Council’s standards and process.  
The exceptions related to timescales exceeded that have led 
to appeals.  We also noted a number of exceptions in respect 
of the completion of homelessness prevention records on the 
Capita system.  The exceptions related to the Five 
Assessments and Outcome form not being completed for 
every case tested. 


Where service delivery is not consistent with set processes, 
there is an increased risk that the customer does not receive 
the most appropriate service to address their individual 
needs.  


Management response  


The service standards and procedures supporting current practice are too onerous on officers having 
regard to unprecedented levels of demand. The risks associated with us not meeting our current 
service standards are being realised in a small number of cases, notwithstanding the tremendous 
efforts of the team.   A new Homelessness Prevention Policy and procedures will be adopted in Q4 
2014/15. Staff and stakeholders will be advised and trained accordingly.  
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2. Homelessness Prevention Services Advertised Within Council 
Offices                                                                           Priority 2 


Recommendation Rationale 


It is recommended that Council 
ensures that it reviews the content of 
its website in respect of the information 
provided to the public in respect of 
preventing homelessness, and 
updated in order to reach a wider 
audience who may have differing 
levels of communication skills. 


In addition, the Council should ensure 
that in all of its public offices there is 
literature regarding homelessness 
prevention services is available, and 
that it is clearly advertised that the 
Council's Housing Officers can offer 
support to people who are, or at risk of 
becoming homeless. 


Ensuring that the public are aware of the homelessness 
prevention services available to support them will potentially 
increase the uptake and timeliness of access to these 
services, which could assist the Council in preventing 
homelessness. 


Currently, whilst these services are in place, we found that 
their availability is not always clearly advertised through 
leaflets in the reception areas where the public may visit at 
the Civic Centre Barnstaple, and additionally on its website.   


If services are not clearly advertised, then there is a risk 
that persons could be unaware of the support that they can 
have, and this could result in the Council failing to meet its 
internal targets and guidance regarding homelessness 
prevention.  Equally, this could result in a more rapid 
deterioration of a person's situation, resulting in a 
homelessness application. 


Management response 


NDC are reviewing all of its website content, so there has been a delay in updating information due to 
efforts supporting the corporate review. No customer is at risk from the slightly outdated material on 
the current website – it is still useful information. It is accepted that there is no longer a poster in the 
reception area, but there are ‘general overview’ service leaflets. We prefer the detailed leaflets to be 
delivered through the appointment process to encourage early engagement with clients to prevent 
homelessness and to enable more advice, information and actions to be delivered.  
Differing communication skills are catered for in our policy, hence the provision of services via 
telephone, outreach services, appointments and home visits. We also communicate via email and 
letter.  
 
The lack of literature at the time of audit was a one off that coincided with the Service’s move to 
Brynsworthy and the changing role of Responsible Officer.  


Promotional material on the new service will be available on the web and at all customer service 
centres where individuals drop in.  
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3. Five Area and Outcome Assessments                            Priority 2 


Recommendation Rationale 


It is recommended that the Council 
reminds all Housing Officers of the 
importance of completing and 
recording, a Five Assessments and 
Outcome form for all homelessness 
prevention cases.   


 


Complete and timely recorded information will ensure 
consistency of application across the homeless prevention 
cases and also provide an audit trail for managers to 
confirm that appropriate decisions have been taken to 
prevent homelessness. 


Currently, some Five Assessments & Outcome forms are 
not being recorded onto the Capita system, resulting in a 
lack of clarity behind decision making; of 20 homelessness 
prevention cases examined, we found that in 11 cases that 
this form had not been completed, but further enquiries 
have established that the correct level of service had been 
delivered.  


Where recorded information is not comprehensive it may 
affect decision making ,increasing the risk that the customer 
does not receive the most appropriate accommodation to 
meet either their needs and/or that is cost efficient  


Management response 


The Five Area & Outcome Assessment form is not the over-riding basis of decision making in our 
procedure. We intend to revise procedure to remove the requirement to complete the 5 Assessments 
form as it is duplication of Officers time when the notes clearly provide an adequate record and 
justification. 


 


4. Service response completion                                            Priority 2 


Recommendation Rationale 


It is recommended that the Council 
reminds Housing Officers of the 
importance of ensuring that Initial 
Service Responses and Service 
Delivery Responses are completed 
within the required time-scales, as-
per the requirements in the Council's 
Homelessness Prevention Policy. 


 


Completing the service responses in-line with the Council 
requirements will help to support a consistent service 
delivery, and help to prevent the deterioration of person’s 
circumstances, and as such better enable the effectiveness 
of homelessness prevention. 


Currently, these targets are not always met.  For a sample of 
20 homelessness prevention cases, we found that: two Initial 
Service Responses (one was only 1 day late and the other 2 
days late) and one Service Delivery Letter was not completed 
promptly.  In addition, of three complaints received since 1 
April 2014, two were where the Housing Officer had not 
contacted the customer within three days following the 
customer's initial request.   


Where the Council fails to meet targets for service 
responses, there is an increased risk that the customer does 
not receive the most appropriate and timely service to meet 
their needs. 


Management comment 


Out of the 20 cases in our sample, one was a day late and the other was two days late Officers have 
been on target in all but 2 cases. 
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Payroll Substantial Assurance 


Scope 


The audit covered the following areas:  


 The Council has policies and procedures in 
place covering the Payroll function by staff;  


 The integrity and reliability of data within the 
Payroll process, including adequate security 
arrangements in respect of access to and 
data within IT systems; 


 The Council has adequate segregation of 
duties between its human resource 
processes and payroll processes; 


 Starters, Leavers and variations to payroll 
are processed in accordance with guidance; 


 


 Statutory, voluntary and overpayments are 
processed in accordance with guidance; 


 Payments  are authorised in accordance 
with the Group’s delegated authority; 


 Payments made to staff are accurate and 
processed in a timely manner; 


 Payroll reconciliations are completed 
regularly; and 


 There is regular reporting to Members and 
senior management on staff payment. 


Three priority 2 recommendations and one priority 3 recommendations raised 


 


1. Pay related HR policies are updated                                 Priority 2 


Recommendation Rationale 


The Council's Remuneration - 
Corporate Standards Guidance should 
be updated or replaced as this 
document was compiled in September 
2003, with limited review since that 
date. 


 


Policies should be reviewed and updated on a regular basis 
to ensure that they remain current and relevant. 


From examination of the pay related HR policies accessible 
to staff via the Council's intranet, we established that the 
Remuneration - Corporate Standards Guidance was dated 
September 2003.  The document contained numerous 
references to senior officer posts which no longer exist.   


This means the responsibility for some requirements set out 
in the policy are not aligned to a particular post, and 
therefore there is a risk that these are not carried out. 


 


2.   Changes to standing data                                                    Priority 2 


Recommendation Rationale 


The Exchequer and Technical 
Services should investigate how the 
payroll system could be used to assist 
with a regular review of amendments 
to payroll standing data. 


 


 


Verifying that amendments to standing data are correct will 
assist the Exchequer and Technical Services section in 
ensuring the correct pay is provided to staff. 


Currently, there is no review process in placed for changes 
to standing data.  The system is being investigated to 
assess the report creating functionality to assist with the 
issue. 


Where amendments are not reviewed on a regular basis 
there is a risk that incorrect amendments may remain 
undetected which may result in incorrect payment to an 
employee. 


Management 


Accepted – The Assistant Manager – Technical advises that manual reports have to be created for 
changes to standing data and run each month. Producing these reports is a lengthy process.  Reports 
picking up changes to bank details and/or addresses will be run from November 2014, and the 
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practicality of doing this each month will be reviewed and reported back to audit.  A change of bank 
details report will form part of the authorisation process prior to the payments being submitted to 
BACS. Ad hoc checks will be made to source documentation by authorising manager. 


 


3.  Overpayments supported by signed agreement                 Priority 2 


Recommendation Rationale 


The Payroll section should ensure that 
recovery of any overpayment to salary 
for existing employees is supported by 
a signed acceptance of deductions 
from their salary.  


 


The recovery of salary overpayments should be agreed by 
the employee through a signed agreement, which will set 
out how recovery will take place. 


We noted one salary overpayment had not been supported 
by a signed acceptance of deduction to recover the amount 
owed from the salary.  We did confirm that the amount has 
been recovered as a monthly deduction in the payroll 
following the overpayment  


We have included a recommendation for all payroll errors 
where salary has to be re paid for a signed acceptance to 
be provided by the employee. 


Management 


Accepted Assistant Manager - Technical.  This was a one off error and will be completed going 
forward. 


In addition one priority 3 recommendation has been raised for the latest and correct 
notification of appointment to be used. 
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Regeneration Projects Substantial Assurance   


Scope 


The audit covered the following areas:  


 Strategy and approval of projects;  


 Review of the arrangements between North 
Devon+ and the Council for joint funding;  


 


 Expenditure arrangements and pooled 
budgets. 


 


3 priority 2 recommendations raised 


1.   Regeneration Funding – Measurable Outcomes                 Priority 2 


Recommendation Rationale 


The Council should ensure that there 
are specific measurable objectives for 
any proposed project that could be 
used to demonstrate that the funding is 
successful.  


Where the Council funds projects to regenerate the local 
economy, objectives should be set to enable the Council to 
demonstrate that the funding has achieved its aims. 


There did not appear to be any specific measurable 
objectives against any of the actions that could be used to 
demonstrate that the funding had been successful.  This 
would then enable the Council to undertake a post-
implementation review and demonstrate that a project had 
benefitted the local economy.   


Failure to identify any specific measurable objectives 
increases the risk that the Council is unable to demonstrate 
that the funding has contributed to the regeneration of the 
local economy. 


Management Response 


It is suggested that measurable objectives should be defined at the pre project stage and should be 
output focused. NDC is reviewing its PAG process (Project Appraisal Group – the assessment of 
projects seeking NDC funding), and the measurement of regeneration outputs may be relevant to 
include within the new PAG process. 
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2.  Approved funding agreement                                              Priority 2 


Recommendation Rationale 


The Council should review and 
implement a revenue funding 
agreement with North Devon+. 


A formal agreement sets out the obligations of all parties 
involved, to which they must all comply. 


Two funding agreements have been drafted for North 
Devon+ and its compliance with the provisions of the 
Articles, the members’ agreement and the business plan.  
The agreement would also formalise the funding 
arrangements from the funding bodies including the 
Council.  To date, although the draft agreements have been 
reviewed, they have not been approved. 


If funding agreements have not been formalised, there is a 
risk that either party may fail to deliver their obligations with 
consequential delays and additional resources being 
required. This may lead to financial loss. 


Management Response 


North Devon+ has a new CEX in post. The requirement for a Funding Agreement to link NDC’s grant 
to the ND+ activity has been communicated and is expected. A Funding Agreement will be drafted 
and agreed with ND+ between now and the end of the financial year, in readiness for the 2015/16 
grant. The development of this will operate in parallel to the development of the formal performance 
reporting. Accepted 


 


3. Formal performance report                                                  Priority 2 


Recommendation Rationale 


The Council’s agreement with North 
Devon+ should include the 
requirement for a formal documented 
annual performance report, to support 
monitoring arrangements.  The report 
should include performance indicators, 
including financial targets to show how 
money provided by the Council has 
been spent. 


 


Formal agreements, including performance monitoring 
arrangements should be in place to support grants awards. 


A performance presentation was provided by North Devon+ 
to members of the Executive in January 2012.  This was a 
verbal presentation provided by the Sales and Marketing 
Manager of North Devon+.  We noted that there was not a 
more formal report showing how grant monies from the 
Council had been used. 


There is a risk that poor performance from third parties may 
not be identified or addressed which may result in a delay 
to the completion of projects and/or the Council not 
achieving value for money, or the grant objectives. 


Management Response 


North Devon+ has a new CEX in post. The requirement for formal reporting of performance NDC’s 
grant to the outcomes from ND+ activity has been communicated. A timetable for reporting will be 
established by 31 December 2014, and a detailed scope for reporting will be established by 31 March 
2015 to operate in parallel to the Funding Agreement  Accepted 
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Staff Expenses (including Mileage Claims) Substantial Assurance  


Scope 


The audit covered the following areas:  


 The Council has policies and procedures 
in place covering the claiming of 
expenses by staff;  


 The integrity and reliability of data within 
the expense payment process, including 
adequate security arrangements in 
respect of access to and data within 
expenses IT systems.; 


 Expenses claims are submitted in line 
with guidance, are accurate and 
supported by appropriate documentation; 


 Expense payments and claims are 
authorised in accordance with the Group’s 
delegated authority; 


 


 Expense payments made to staff are 
accurate and processed in a timely 
manner; 


 Reconciliations are completed regularly; 


 The cost of travel is analysed, monitored 
and reported on and represents value 
for money; and 


 There is regular reporting to Members 
and senior management on expense 
claims made. 


One priority 2 recommendation raised 


 


1.   Expenses claims description and approval                        Priority 2 


Recommendation Rationale 


Staff should be reminded of the need 
to specify individual journeys on a daily 
basis, and include sufficient detail in 
the 'detail/notes' section of any 
expense claims submitted, including a 
reason for the journey.  Managers 
should be instructed not to authorise 
any claims with insufficient details. 
Incomplete claims should not be 
submitted to payroll.  


Reminding staff to include sufficient narrative to support 
their claims will enable management to adequately check 
the legitimacy of claims prior to authorisation. 


Testing of 20 paid expense claims identified that insufficient 
detail had been included in a number of claims submitted 
with four having no reason for the journey. Where there is 
insufficient descriptions on expense claims, there is a risk 
that claims that are either false or contain errors are 
approved and processed, exposing the Council to financial 
loss.   
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Treasury Management Substantial Assurance   


Scope 


The audit covered the following areas:  


 


 Policies and procedures, including the 
Treasury Management Strategy and 
Policy; 


 Levels, limits and institutions that can be 
dealt with for both lending and borrowing 
are clearly stated; 


 Contracts/service agreements with 
investment managers and brokers used; 


 Authorisation limits to borrow and lend; 


 Compliance with the Treasury 
Management Strategy; 
 


 
 
 


 Cash flow monitoring, maximising and 
forecasting; 


 Investment and borrowing records; 


 Risk exposure of investments; 


 Timeliness of transactions; 


 Interest payments and receipts; 


 Monitoring and Reporting of 
performance; and 


 Reconciliations. 


 


2 priority 3 recommendations raised 


• Financial guidance review and update – In line with organisation structure changes 


• Bank Mandate review – obtain confirmation of all listed officers and their authorisation rights. 
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Network Infrastructure Substantial Assurance   


Scope 


The audit covered the following areas:  


 Network Topology and Resilience; 


 Network Device Security; 


 Firewall; 


 


 Network Support; 


 Patch Management. 


 


 


5 Priority 2 and 3 Priority 3 recommendations raised 


1. Network Device Security – NDDC’s Edge Router 
Secure Configuration 


Priority 2 


Recommendation Rationale 


The Council should seek assurance from Unify 
Enterprise Communications Ltd that their Edge 
router is securely configured and well managed by 
Updata Infrastructure UK Ltd.   


 


Edge routers are vital boundary security 
devices that connect the 
enterprise/organisation’s internal network to 
external networks (untrusted networks).  
Secure configuration of this device will help 
reduce unnecessary vulnerabilities and by 
clearly defining and documenting the services, 
protocols, and ports that are necessary for 
business, organisations can ensure that all 
other services, protocols, and ports are 
disabled or removed. 


Audit testing identified that Unify Enterprise 
Communications Ltd manages Devon WAN. 
Eclipse is the Internet Service Provider (ISP) for 
Devon WAN while Updata Infrastructure UK Ltd 
manages NDDC Edge router on behalf of Unify 
Enterprise Communications Ltd. A couple of 
questions on NDDC’s router configuration were 
sent to Unify Enterprise Communications Ltd but 
no response was received due to other 
commitments. However, NDDC’s ICT Manager 
confirmed that Devon WAN is PSN compliant and 
that these questions would be raised at their next 
Devon Network Governance meeting on 12th 
December 2014. 


Failure to lock down, harden or patch ICT 
systems will likely result in increased exposure of 
the business and its ICT to threats and 
vulnerabilities and therefore increased risk to the 
confidentiality, integrity and availability of systems 
and information. 


Management response 


Agreed. To be discussed at meeting Devon WAN Governance meeting. 
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2. Network Device Security – Privileged Access                 Priority 2 
 


Recommendation Rationale 


IT technical support personnel should review all 
current privileged accounts (members of the 
Domain and Enterprise admin groups) to ensure 
that such access is still necessary and going 
forward, there should be a quarterly review of all 
privileged accounts. 


Authorised users can misuse the privileges 
assigned to them to either deliberately or 
accidentally compromise ICT systems. Proactive 
review of privileged accounts will help ensure 
confidentiality, integrity and availability of ICT 
systems.  


A review of members of Domain and Enterprise 
admin groups identified a number of staff that are 
not supposed to be members of these groups. 


Failure to manage user privileges appropriately 
may result in an increase in the number of 
deliberate and accidental attacks. Failure to 
effectively manage user privileges could also lead 
to excessive privilege, authorisation creep and 
increased attacker capability. 


 


3. Network Device Security – Strong password policy              Priority 2 
 


Recommendation Rationale 


NDDC Technical Analysts should enforce the 
following password policy: 


 password history: Current Value – 6, 
Leading Practice – 22 or greater; and 


 account lockout threshold: Current 
Value – 5, Leading Practice – 3. 


We also recommend a full security review of the 
Primary Domain Controller (PDC)/Active 
Directory (AD) after the data centre move. 


Strong password policy will help to ensure the 
security of ICT systems. 


Audit testing identified a range of password 
management control issues that could potentially 
compromise the confidentiality, integrity and 
availability of ICT systems. 


Weak password controls increase the risk of a 
lack of security. 
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4. Network Device Security – Continuous Vulnerability Assessment and 
Remediation                  Priority 2  


Recommendation Rationale 


The IT technical analyst team should 
continuously scan for vulnerabilities and 
proactively address discovered flaws. 


Scanning for vulnerabilities and proactively 
addressing discovered flaws will help ensure 
confidentiality, integrity and availability of ICT 
systems. 


Audit testing noted that Random Storm Ltd 
provided NDDC with vulnerability scanning tools 
but quarterly vulnerability scans are not currently 
done on their ICT systems. 


Attackers have access to the same information, 
and can take advantage of gaps between the 
appearance of new knowledge and remediation.  
For example, when new vulnerabilities are 
reported by researchers, a race starts among all 
parties, including: attackers (to “weaponise”, 
deploy an attack, exploit); vendors (to develop, 
deploy patches or signatures and updates), and 
defenders (to assess risk, regression- test 
patches, install). Therefore, organisations that do 
not scan for vulnerabilities and proactively 
address discovered flaws face a significant 
likelihood of having their computer systems 
compromised. 


 


5. Patch Management – Firewall Patch                Priority 2 
 


Recommendation Rationale 


The IT technical analyst team 
should ensure that software 
running on firewalls is kept up-to-
date and have the latest security 
patches installed.   


Effective patch management will help prevent attackers from 
exploiting known vulnerabilities on NDDC’s ICT systems. 


Audit testing identified that the current Firmware version running 
on NDDC firewalls is v5.0 and LAN2LAN Ltd (supplier of the 
firewalls) confirmed that the latest available Firmware version 
was v5.2.1. 


Any computer and network device that runs software can contain 
weaknesses or flaws, typically referred to as technical 
vulnerabilities. Vulnerabilities are common in many types of 
popular software, and are frequently being discovered (e.g. 
daily), and once known can quickly be deliberately misused 
(exploited) by malicious individuals or groups to attack an 
organisation’s computers and networks when patches are not 
applied on time. 


In addition 3 Priority 3 recommendations 


• Management should work with Unify Enterprise Communications Ltd to work out options 
available for Internet access should the Devon WAN be out of service for a prolonged period 
of time.   


• NDDC Technical Analysts should routinely review security incident logs/reports for anomalies 


• The technical analyst team should routinely log network related issues on the NDDC Novell 
Service Desk Portal 
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Virus and Spyware Protection Substantial Assurance   


Scope 


The audit covered the following areas:  


 Policies and Procedures; 


 Anti-Virus/Spyware Software Technical 
Controls; and 


 


 User Controls. 


 


3 Priority 2 and 1 Priority 3 recommendations raised 


 


1. Policies and Procedures – Review of ICT Policies         Priority 2 
 


Recommendation Rationale 


Management should ensure that ICT policies are 
reviewed and updated on time.   
 


Information systems are constantly evolving and 
information is an asset which, like other 
important business assets, has value to an 
organisation and consequently needs to be 
suitably protected, for this reason, up-to-date 
ICT policies might be able to either prevent or 
minimise the impact of security incidents and in 
addition, sufficient to legally hold any member of 
staff accountable for security breaches. 


Audit testing identified that although there was 
no formal standalone virus, spyware and 
malware policy, various NDDC ICT policies (IT 
Acceptable Usage Policy, Information Security 
and Standards Policy, Internet Policy and Email 
Policy) obtained and reviewed made mention of 
protection against virus, spyware and malware. 
However, these policies were last reviewed in 
December 2012. 


Obsolete Policies increase the risk of 
compromise to an organisation’s information 
asset and might result in (i) reputational loss, (ii) 
financial loss, (iii) loss of intellectual property, 
(iv) legislative breaches leading to legal actions, 
(v) loss of public confidence and (vi) business 
interruption costs; in addition, procedures 
carried out by staff may fall below 
management’s expectations and best practice. 
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2. Technical Controls - Patch Management    Priority 2 
 


Recommendation Rationale 


The IT technical analyst team should ensure that 
software running on switches is kept up-to-date 
and have the latest security patches installed.   


Effective patch management will help prevent 
attackers from exploiting known vulnerabilities 
on NDDC’s ICT systems. 


Audit testing identified that NDDC technical 
analyst team does not routinely update firmware 
on their switches and there is a plan to ensure 
that this becomes a routine after the office move 
and with the upgrade to new switches which has 
the facility for web management interface. 


Any computer and network device that runs 
software can contain weaknesses or flaws, 
typically referred to as technical vulnerabilities. 
Vulnerabilities are common in many types of 
popular software, and are frequently being 
discovered (e.g. daily), and once known can 
quickly be deliberately misused (exploited) by 
malicious individuals or groups to attack an 
organisation’s computers and networks when 
patches are not applied on time. 


 


 


3. Antivirus/spyware and malware detection   Priority 2 
 


Recommendation Rationale 


NDDC Technical Analyst should enable the auto 
alerts for malware/spyware on McAfee Total 
Protection so that emails are generated and sent 
to the analyst for any infection that has not been 
cleaned by McAfee. 


Protecting against a broad range of malware 
(including computer viruses, worms, spyware, 
botnet software and ransomware), and including 
options for virus removal, will protect your 
computer, your privacy and your important 
documents from attack. 


Audit testing identified that NDDC’s McAfee 
Total Protection software has been configured to 
perform regular scans of all files.  McAfee 
VirusScan Enterprise (VSE) report is run daily 
and emailed to the Technical Analyst, this report 
contains information about all infections and 
statues (cleaned or not).  However, an 
automated alert has not been configured. 


Malware infections can result in the disruption of 
business services, the unauthorised export of 
sensitive information, material financial loss and 
legal or regulatory sanctions. 


 


One Priority 3 recommendation on User Education and Awareness Programme on Virus 
controls 
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Progress against the Internal Audit Plan 2014/15 
 


 Audit Title Proposed 
Quarter 


Planned 
Days 


Anticipated 
Risk Level 


Assurance Priority 


One 


Priority 


Two 


Priority 


Three 


 Status 


1. Equality & Diversity Q1 5 Low Substantial 0 1 2 Final 


2. Fraud Management Q1 10 N/A Substantial 0 6 1 Final  


3. Homelessness 
Services including 
temporary 
accommodation 


Q1 10 High Substantial 0 4 0 Final 20 November 2014  


4. Affordable Housing Q2 5 Medium     In progress 


5. Building Control Q2 7 Medium Substantial 0 2 1 Final 9 December 2014 


6. Cash Collection Q2 6 High     In progress 


7. Council Tax/ NNDR Q2 15 High Substantial 0 2 0 Final 9 September 2014 


8. Creditors Q2 5 High     In progress 


9. Debtors Q2 5 High Substantial 0 0 3 Final 3 October 2014  


10. Housing Benefits
1
 Q2 12 High Limited  1 0 1 Final 24 September 2014 


11. Parking Operations Q2 7 Medium Substantial 0 1 2 Final 


12. Regeneration 
Projects 


Q2 6 Medium Substantial 0 3 0 Final 9 December 2014 


13. Staff Expenses  Q2 6 Medium Substantial 0 1 0 Final 18 November 2014 


14. Commissioning & 
Procurement 


Q3 10 Medium      


15. Emergency 
Planning 


Q3 8 High      


                                                 
1
 The final report in full is included on the Committee’s agenda. 
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 Audit Title Proposed 
Quarter 


Planned 
Days 


Anticipated 
Risk Level 


Assurance Priority 


One 


Priority 


Two 


Priority 


Three 


 Status 


16. Main Accounting 
System & 
Budgetary Control 


Q3 10 High     Fieldwork complete – under quality 
review 


17. Payroll Q3 10 High Substantial 0 3 1 Final 18 November 2014 


18. Safeguarding Q3 8 High      


19. Treasury 
Management 


Q3 5 High Substantial 0 0 2 Final  26 November 2014 


20. Data Backup  6 High      


21. Efficiency Savings Q4 7 High      


22. Follow Up Q4 10 N/A      


23. NatWest PayAway 
BACS 


Q3 4 High     In progress 


24. Network 
Infrastructure / 
Virtualisation 


Q3 10 High Substantial 0 5 3 Final 5 January 2015 


25. Risk Management 
and Corporate 
Governance 


Q4 10 High      


26 Virus Protection / 
Spyware 


Q3 6 High Substantial 0 3 1 Final 5 January 2015 


27. Shared Services   Medium     Days have not been shown as it is 
unclear whether this audit will fall to 
2014/15 or 2015/16.  If pre 2015/16 
then days will be from contingency. 


28. Crematorium Q4 8 N/A      


29. Contingency  5       
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 Audit Title Proposed 
Quarter 


Planned 
Days 


Anticipated 
Risk Level 


Assurance Priority 


One 


Priority 


Two 


Priority 


Three 


 Status 


30. Audit Management  24       


 Total  240       
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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 


January 2015 


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. 








Barnstaple Pannier Market APPENDIX 1


Actual 


2013/2014


Non Cash 


Accounting 


Adj's 2013/14


Total 


2013/2014


Salaries - Basic - Permanent 74,855.51 74,855.51


Salaries - Overtime - Permanent 22,700.62 22,700.62


Salaries - Plus Rates - Permanent 541.96 541.96


Salaries - Invoice Payments 60,241.61 60,241.61


National Insurance 6,283.42 6,283.42


Superannuation 14,503.33 14,503.33


IAS 19 Adjustment (Out) (14,503.33) (14,503.33) 0.00


IAS 19 Adjustment (In) 21,611.86 21,611.86 0.00


Short-term compensated absences (10,017.72) (10,017.72) 0.00


Employee Related Insurance 1,194.06 1,194.06


Medical Fees 60.00 60.00


Employees 177,471.32 (2,909.19) 180,380.51


Response Maintenance - General 7,915.81 7,915.81


Electricity 16,679.12 16,679.12


General Rates 31,792.50 31,792.50


BID Levy 725.00 725.00


Water Charges - Metered 1,412.30 1,412.30


Sewerage & Environmental Charges 2,228.02 2,228.02


Refuse Collection Charges 5,433.48 5,433.48


Property Insurance 759.22 759.22


Consequential Loss 1,355.32 1,355.32


Premises 68,300.77 0.00 68,300.77


Reserved Car Park Spaces 540.00 540.00


Transport 540.00 0.00 540.00


Equipment - Other 11,516.78 11,516.78


Equipment - Maintenance 39.85 39.85


General Stationery 191.93 191.93


Telephones 811.20 811.20


Mobile Phones 204.00 204.00


Advertising (Exempt) 8,237.10 8,237.10


Cash Transit Charges 624.00 624.00


Movement in Bad Debt provision (86.93) (86.93) 0.00


Confidential Shredding 5.25 5.25


Barnstaple Town Centre Management 1,500.00 1,500.00


Supplies 23,043.18 (86.93) 23,130.11


Central Support 28,215.74 28,215.74 0.00


Depreciation 9,491.67 9,491.67 0.00


Revaluation Loss 30,000.00 30,000.00 0.00


Capital Charges 39,491.67 39,491.67 0.00


Expenditure 337,062.68 64,711.29 272,351.39


Rent General (9,001.00) (9,001.00)


Antiques Market (35,566.80) (35,566.80)


Sunday Markets (1,611.40) (1,611.40)


Service Charge (Electricity) (7,846.00) (7,846.00)


Tuesday Commercial Stalls (40,814.10) (40,814.10)


Tuesday Casual Stalls (4,870.50) (4,870.50)


Friday Commercial Stalls (48,791.90) (48,791.90)







Barnstaple Pannier Market APPENDIX 1


Actual 


2013/2014


Non Cash 


Accounting 


Adj's 2013/14


Total 


2013/2014


Friday Casual Stalls (5,539.00) (5,539.00)


Saturday Commercial Stalls (31,153.60) (31,153.60)


Saturday Casual Stalls (15,239.00) (15,239.00)


Thursday Craft Market (27,971.40) (27,971.40)


Monday Craft Market (18,138.00) (18,138.00)


Group Membership Fee (2,036.00) (2,036.00)


Misc Income (2,570.93) (2,570.93)


Over / Under Banking (46.10) (46.10)


Income (251,195.73) 0.00 (251,195.73)


Turnover (251,195.73) 0.00 (251,195.73)


(Surplus)/Deficit 85,866.95 64,711.29 21,155.66
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Open 


NORTH DEVON DISTRICT COUNCIL 
 
 


REPORT TO: AUDIT COMMITTEE 


Date: 27 January 2015 


TOPIC: AUDIT RECOMMENDATION TRACKER 


REPORT BY: SENIOR PROJECTS OFFICER 


 


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 23 September 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. Since the last meeting, where 941 recommendations were tracked. The 
following reports are now live within the system and the number of 
recommendations tracked is now 954. 


 


o Fraud Management 2014/15 (07 recommendations) 
o Equality & Diversity 2014/15 (03) 
o Parking Operations (03) 


 


Table A) Recommendations within the system 
 


 Completed Overdue Cancelled Not due Total 


High 19 00 00 05 24 
Medium 417 09 12 16 454 
Low 442 14 18 02 476 


Totals 878 23 30 23 954 
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Table B Audit recommendations setting out 13 high & medium risks completed since the last Audit Committee 
 


Recommendation Closure Note Original Due 
Date 


Due Date 


Management Training  
10 MT 01 Review the Council's Management Development 
Strategy 


Chartered Management Institute completed and new 
appraisal process completed  


30 Apr 2011 30 Jun 2014 


Creditors Payments 
11 CP 03 Agree set of PIs & targets for ND+ and report 
results to Members annually 


A letter formalising the obligations of the funders 
and the company sent late December 2013  


30 Sep 2011 30 Sep 2011 


Contracts & Procedures  
12 C&P 01 Review & update Council's Contract Procedure 
Guidance to reflect current procedures 


Head of Property & Technical advised that this 
recommendation had been completed.  


31 Dec 2012 31 Dec 2012 


Council Tax and Non Domestic Rates  
13 CT&NNDR 01 The Income Collection and Debt Recovery 
Policy should be reviewed and updated on a regular basis 


Revised Policy approved by Executive on 02 
December 2014.  


31 Dec 2013 31 Dec 2013 


Debtors  
13 D 01 Policies to be reviewed and updated with to include 
date of amendments and expiry date 


Revised Policy approved by Executive on 02 
December 2014.  


31 Dec 2013 31 Dec 2013 


Street Cleansing   
13 SC 01 Identify information to support operational decisions 
for cleansing inc reporting of KPIs 


Records and information have been set up to record 
water consumption, flush counters, cleanliness 
monitoring forms. This has formed the basis for 
decision making.  


31 Mar 2014 31 Mar 2014 


Efficiency Savings   
14 ES 02 The W&R Risk Register should be part of the 
Service Planning Process 


A new template for the corporate Service Plan has 
been adopted across the council. This encapsulates 
costs and savings projections.  


30 Jun 2014 30 Jun 2014 


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


All staff advised by e-mail on 31/10/14 and 18/11/14. 
Just on-going monitoring now.  


31 Jan 2014 31 Jan 2014 
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Recommendation Closure Note Original Due 
Date 


Due Date 


Private Sector Renewal Renewals    
14 PSRR 01 Disabled Facilities Grants Policy Should Be 
Updated 


Future delivery of DFG's is now the subject of a 
DCC lead fundamental review following their 
intention to cease funding the HIA from April 2015 
and the allocation of future capital funding to the 
Better Care Fund.  
The recommendations arising from the review will 
be presented to Devon Chief Executives in Q4 
2015/15.  
The current action is no longer appropriate.  


31 Dec 2014 31 Dec 2014 


Risk Management & Corporate Governance  
14 RM&CG 02  The W&R Risk Register should be part of 
Service Planning Process 


Corporate decision taken to have a generic format 
service plan. Risk Register to stay as a stand alone.  


30 Jun 2014 30 Jun 2014 


Theatres & Museums   
14 T&M 01 Formal agreements agreed between NDC & 
NDTT until 2018 


Head of Property & Technical advised that this 
recommendation had been completed.  


30 Jun 2014 30 Jun 2014 


Theatres & Museums   
14 T&M 02 Management Information for Performance and 
Funding Expenditure 


Linked in with 14 T&M 01 recommendation above. 30 Jun 2014 30 Jun 2014 


The Audit Findings   
14 TAF 02 Update MTFS with detailed savings plans + latest 
agreed budget 


The MTFS was approved through Executive and 
Full Council in November 2014.  


30 Nov 2014 30 Nov 2014 
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Table C: Audit Recommendations where Heads of Service have approved a revision to the due date + an update 
 


 
Code 
 


 
Description 


 
Original due 
date 


 
Revised due 
date 


 
Latest note 


12 C&P 03 Provision of water analysis  


The Council should formalise its 
contractual arrangements for the 
provision of water analysis for private 
water supplies. This may be undertaken 
through the framework agreement 
arranged by Devon County Council.  


Furthermore, the Council should review 
its other contractural arrangements 
where a framework agreement has been 
arranged by Devon County Council to 
ensure individual agreements are in 
place.  


30 Nov 2012 30 Jun 2015 A contract including PWS (Private Water Supply) 
monitoring and Risk Assessment has been awarded 
to a private company, PJR Water Quality 
Management.  


The Laboratory Framework Agreement is under 
Countywide review and we await the outcome 
pending a 2-year extension.  


 


12 D 07 Debtors 


Posting of Debtor Payment - An 
automated (implex) rule should be 
created on the cash receipting system 
that will enable the incorrectly 
referenced monthly payment for 
business rates to be posted to the 
business rates suspense account and 


31 Mar 2013 31 Mar 2015 Payment has been manually journalled to Business 
Rate account correctly; work to automate this 
process will be progressed in quarter 4 2014/15.  
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not to an incorrect debtor account.  


 


13 BCM 01 Service business resumption plans 
should be reviewed and updated  


The Council should undertake a review 
of its Service Business Resumption 
Plans in order to reflect NDC's 
objectives & service delivery needs. The 
plans should be updated to include 
current information in relation to service 
owners, key staff contacts, silver rotas 
officers and resources required.  


17 Mar 2014 31 Jul 2015 Work has been completed with Zurich the Council's 
insurance company, to implement a methodology 
for Business Continuity Management consistent 
with ISO standards. A Corporate Policy has been 
drafted, a new Business Impact Analysis approach 
established and tested on EH&H, now to be rolled 
out corporately. Corporate business resumption 
priority will be established from this, and service 
business resumptions plans will be completed by 
July 2015.  


13 BCM 02 Service Business Resumption Plans 
are Tested 


To ensure that each Services' Business 
Resumption Plan is tested in 
accordance with the requirements of the 
Councils Business Continuity Plan  


12 May 2014 31 Oct 2015 This recommendation is dependent on 13 BCM 01.  


 


13 BCM 03 Table top and live business 
continuity exercises should take 
place  


A complete review of critical functions 
and associated key business processes, 
information records, IT systems and 
services provided by the Authority be 
completed to ensure that these reflect 
the current objectives and operations of 


26 Jun 2014 31 Oct 2015 This recommendation is dependent on 13 BCM 01.  
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the Council.  


13 BCM 05 Co-ordination of business Continuity 
activities 


The Council should put in place a 
business continuity management 
programme of work, which will provide a 
central review point for corporate and 
service bus. cont. plans and activities, 
inc function impact analysis, 
prioritisation of services, service owners 
and reviews, back-ups and updates 
carried out.  


The Council should also monitor its 
business continuity work programme on 
a regular basis.  


Original due 
date 17 Jul 
2014 
 
Revised to 19 
Dec 2014 


30 Apr 2015 Programme in place, methodology agreed. Work 
commenced. Standards now comply with ISO 
recommendations. A process of testing is 
completed and will now be rolled out council wise. 
SMT will lead and monitor all future stages.  


 


13 BCM 06 Review of Service Priorities 


A complete review of critical functions 
and assoc key bus processes, info 
records, IT systems and services by the 
Council should be conducted to ensure 
that these reflect the current objectives 
and ops of the Council.  


30 May 2014 30 Jun 2015 A new Business Impact Analysis approach 
established and tested on EH&H, now to be rolled 
out corporately.  


 


13 BCM 07 Service Business Resumption Plans 
include Partnerships 


The Council should review partnership 
and shared services arrangements in 


Original due 
date 30 Jun 
2013 
 
Revised to 30 
Jun 2014 


30 Jun 2015 This recommendation is dependent on 13 BCM 05.  
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respect of business continuity to ensure 
joint working arrangements' are included 
in the Bus Resumption Plans  


13 BCM 08  Business Continuity Training for Key 
Officers 


To identify a process for identifying and 
delivering bus. cont. training, to include 
response skills and competence for 
relevant staff and to evaluate the 
effectiveness of its delivery.  


 


27 Dec 2014 30 Jun 2015 Training of key staff is planned in Quarter 1 
2015/16.  


 


14 FM 03 Fraud Management 


The Council should have a fraud 
awareness programme with training 
sessions which are monitored and 
reviewed for compliance. Such training 
should be proportionate and therefore 
can be brief, for example fraud briefings 
at either team meetings or at specific 
training events; and use of an e-learning 
package.  


31 Dec 
2014 


30 Jun 2015 Further to a meeting with our Internal Auditor on 07 
January 2015, we are looking at a fraud awareness 
briefing at a Manager's forum and rolling out e-
learning to staff.  
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Table  D Outstanding Audit Recommendations 
 
 


Code Description Status Progress Bar Latest Note 
Original Due 
Date 


Due Date 


12 C&CE 03 
Update the 
Sustainable 
Procurement 
Strategy including 
the progression of 
the action plan as 
required 


Contracts & Capital 
Expenditure 
The Council's Sustainable 
Procurement Strategy should be 
updated, including the 
progression of the action plan as 
required.  
  


  


The District Strategy is now drafted 
and is being worked on to suit NDC 
needs.  


31 Dec 2012 31 Aug 2013 


13 L 01  
Annual reviews to 
ensure 
procedures are 
up to date + 
signed and dated 
as evidence 


Licencing Policies and 
Procedures 
Procedures should be reviewed 
on an annual basis to ensure 
that they are up to date. The 
reviewer should sign and date 
the document as evidence.  


  
Agreed - deadline has been set for 
2014 due to limited resources  


31 Jul 2014 31 Jul 2014 


13 WM 03 
Formulate a suite 
of local indicators, 
linked with NPIs 
to improve 
operational 
service 


Analysis of Management 
Information 
The W&R Service should have a 
suite of local indicators to use on 
an operational level for the 
improvement of the service; and 
these should be linked to 
national PI's  


  
As yet, no progress has been made 
on this recommendation.  


31 Mar 2014 31 Mar 2014 
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14 C&CE 01 
Procurement 
Guidance Should 
be Reviewed and 
Updated 


Contracts & Capital 
Expenditure 
The Council's contract procedure 
guidance should be reviewed 
and updated to reflect current 
procedures. This should be 
made available on the intranet to 
ensure the appropriate 
procurement process is followed.  
 
The guidance should contain 
links to other related processes 
such as project management 
and capital projects to ensure 
consistent methodologies are 
used.  


  


Accepted and will be completed as 
part of the Constitution review. 
Contract procedural guidance has 
now been made available on the 
Council's intranet and internet.  


30 Sep 2014 30 Sep 2014 


14 CR 01  
Risk 
Assessments 
updated 


Crematorium Return 
The Crematorium Risk Register 
should be updated. All individual 
risk assessments within the 
register should be updated 
where necessary, with any new 
operational areas assessed and 
documented.  


  Work in progress.  30 Sep 2014 30 Sep 2014 


14 E&D 03 
Completion of E-
learning 


Equality & Diversity 
The Equality and Diversity e-
learning attendance list should 
be reviewed to identify staff who 
have not fully completed or not 
attempted the course. Staff 
should be reminded of their 


  


The staff lists and LP accounts have 
been reviewed to ensure all staff 
have an account and are provided 
with the E&D module. Contacting 
staff and reminding them to do the 
e-learning is underway.  


31 Aug 2014 31 Aug 2014 
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obligations to complete the 
course.  


14 ES 01  
Service Plan 
Efficiency 
Savings 


Efficiency Savings 
The W&R Service Plan should 
include the amounts of their 
agreed service efficiency savings 
for the next 3 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.  


  


Service plan completed as much as 
poss. Once the budget setting 
process has taken place we will be 
able to insert the annual savings in 
to the service plan.  


30 Nov 2014 30 Nov 2014 


14 PO 01 
Contracts are in-
place and current 
for the Parking 
Operations 
Teams 


Parking Orders 
The Council should ensure that it 
has up to date contracts in place 
for all services that the Parking 
Operations team procedures, 
and is contracted to deliver.  


  


Contracts are being updated. 
Torridge and Combe Martin are 
agreeing terms.  


30 Sep 2014 30 Sep 2014 


14 RM&CG 01 
Consistency of 
Service Risk 
Register 


Risk Management & Corporate 
Governance 
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.  


  


A review of the service planning 
process will be carried out 
imminently ahead of this year's 
service plans. A meeting of the 
project team will be arranged 
August/September 2014.  


19 Dec 2014 19 Dec 2014 







 


 


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 2011/12 AGS action plan is 55% complete 


2012/13 AGS action plan is 37% complete 


2013/14 AGS action plan is 13% 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: Nina Lake     Date 15 January 2015      Reference: Audit Recommendation Report January 2015 


 
 







 


Table D Annual Governance Statement 
 


 


Code Description Status Progress Bar Latest Note 
Original Due 
Date 


Due Date 


12 AGS 02 
Shared services 


Develop appropriate 
governance arrangements to 
ensure effective management 
of shared services  


  
The due date has been revised 
until after the 2015 election.  


31 Dec 2013 01 Sep 2015 


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  


  


The first phase of the improvement 
plan concluded with the award of 
Investors in People status again. 
The next phase has begun. The 
completion date has been revised 
from March 2014 to December 
2014.  


29 Mar 2014 31 Dec 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.  


  


Recommendations13 BCM 01 - 08 
have provided an update on 
progress earlier in this report. Due 
dates have been revised.  


29 Mar 2014 31 Dec 2015 


13 AGS 04 
Implement 
Agreed 
Procurement 
Improvement 
Plan 


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


  
National Policy to be considered 
by SMT  


29 Mar 2014 29 Mar 2014 


14 AGS 01  
Need to develop 
a plan for savings 


   


MTFS has now been approved in 
November 2014 with balanced 
budget forecast for 2015/16 and 


31 Dec 2014 30 Sep 2015 







 


for 2015/16 & 
beyond 


2016/17. Gap of £0.5m in 2017/18 
work still ongoing to be achieved.  


14 AGS 02 
Review & update 
the IT Disaster 
Recovery Plan 


    31 Mar 2015 31 Mar 2015 


14 AGS 03 
Complete the 
rewriting of the 
Constitution 


    31 Mar 2015 31 Mar 2015 


14 AGS 04  
A review of all 
business 
continuity plans 


    31 Mar 2015 31 Mar 2015 


14 AGS 05 
Implementation of 
the agreed 
procurement plan 


    31 Mar 2015 31 Mar 2015 


14 AGS 06 
Review & refresh 
the Confidential 
Reporting Code 


    31 Mar 2015 31 Mar 2015 


  


 








Corporate Properties APPENDIX 1


Actual 


2013/2014


Non Cash 


Accounting 


Adj's 2013/14


Total 


2013/2014


Other Works-General 30,451.90 30,451.90


Repairs Lynmouth Cliff 0.00 0.00


Evictions 7,841.59 7,841.59


Planned Maintenance - General 17,473.16 17,473.16


Response Maintenance - General 59,323.54 59,323.54


Electricity 10,548.85 10,548.85


Gas 4,098.47 4,098.47


Ground Rent & Wayleaves 1,715.00 1,715.00


General Rates 56,227.43 56,227.43


Water Charges - Metered 3,647.52 3,647.52


Water Charges - Unmetered 0.00 0.00


Sewerage & Environmental Charges 5,265.50 5,265.50


Fire Precautions Appliances 183.00 183.00


Contract Cleaning 33,064.04 33,064.04


Refuse Collection Charges 1,416.48 1,416.48


Rodent Control 0.00 0.00


Property Insurance 32,564.12 32,564.12


Consequential Loss 3,095.52 3,095.52


Premises 266,916.12 0.00 266,916.12


Equipment - Maintenance 846.54 846.54


External Professional Services 1,850.00 1,850.00


External Security Services 902.84 902.84


External Valuation Services 0.00 0.00


Telephones 385.35 385.35


Other Miscellaneous Expenses 302.66 302.66


Abandoned Vehicle Removal 0.00 0.00


Land Registry Fees 129.00 129.00


Stamp Duty 0.00 0.00


Movement in Bad Debt provision 6,250.81 6,250.81 0.00


Supplies 10,667.20 6,250.81 4,416.39


Central Support 476,598.70 476,598.70 0.00


Depreciation 98,279.30 98,279.30 0.00


Revaluation Loss 1,186,548.91 1,186,548.91 0.00


Revaluation Gain (693,080.00) (693,080.00) 0.00


Capital Charges 591,748.21 591,748.21 0.00


Expenditure 1,345,930.23 1,074,597.72 271,332.51


Rent General (312,319.32) (312,319.32)


Rent - Shops (93,217.17) (93,217.17)


Rent - Garages (23,193.35) (23,193.35)


Wayleave Income (1,498.57) (1,498.57)


Quarterly Season Tickets (6,149.68) (6,149.68)


Annual Season Tickets (6,947.93) (6,947.93)


Contract Parking (2,580.00) (2,580.00)


First Red Bus Demurrage (67,658.12) (67,658.12)


First Red Bus Service Charge (9,698.00) (9,698.00)


National Express (504.00) (504.00)


Capital Grant Income (Gov`t) (1,230.88) (1,230.88)


Utilities Recharges (5,445.73) (5,445.73)


Insurance Recharge (23,211.18) (23,211.18)


Misc Income (11,056.08) (11,056.08)


Income (564,710.01) 0.00 (564,710.01)


Turnover (564,710.01) 0.00 (564,710.01)


(Surplus)/Deficit 781,220.22 1,074,597.72 (293,377.50)





