North Devon Council
Brynsworthy Environment Centre
Barnstaple

North Devon EX31 3NP

northdevon

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

AUDIT COMMITTEE

A meeting of the Audit Committee will be held in the Barum Room, Brynsworthy
Environment Centre, Barnstaple on TUESDAY 9™ JANUARY 2018 AT 6.00 P.M.

NOTE: A location plan for the Brynsworthy Environment Centre is attached to the
agenda front pages)

Please park at the front of the building. Once parked can you please sign in the
reception visitor book together with your vehicle registration details. These details
are required in case of any emergency.

Members of the Committee: Councillor Flynn (Chairman)
Councillor Croft (Vice-Chairman)

Councillors Bradford, Chugg, Moore, Patrinos and Roome.

AGENDA
1. Apologies for absence.
2. To approve as a correct record the minutes of the meeting held on 5™ September
2017 (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’

Internal Audit ltems:

6. Internal Audit Charter. Report by MAZARS Public Sector Internal Audit Limited
(attached) (Pages 1 to 10).

7. Internal Audit Progress Report 2017/18. Report by Mazars Public Sector
Internal Audit Limited (attached) (Pages 11 to 20).

External Audit ltems:

8. External Audit Annual Audit letter. Report by Grant Thornton (attached) (Pages
21 to 32).

9. External Audit Progress Report. Report by Grant Thornton (attached) (Pages
33 to 50).

North Devon Council ltems:

10. Annual Review of the Committee’s Effectiveness. Report by the Head of
Resources (attached) (Pages 51 to 60).

11. 21:21 Phase 2 Report. Presentation by Head of Corporate and Community
Services.

Standing ltems:

12. Audit Recommendation Tracker. Report by Head of Corporate and Community
Services (attached) (Pages 61 to 68). Note: Head of Environmental Health and
Housing invited to attend in relation to recommendation 15 HN (CBL) 01.

13.  Work Programme 2017/18. To consider the work programme (attached) (Pages
69 to 70).

PART 'B' (Confidential Restricted Information).

Nil.

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

If you have any enquiries about this agenda, please contact Corporate and
Community Services 01271 388253
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COUNCIL
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 Corporate and Community 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 Corporate and Community Services team on 01271
388253 or email memberservices@northdevon.gov.uk or the Communications Team
on 01271 388278, email communications@northdevon.gov.uk.



North Devon Council offices at Brynsworthy, the full postal
address is:

North Devon Council, PO BOX 379, Barnstaple, Devon. EX32 2GR.
For ‘Sat-Nav’ directions use EX31 3NS.

At the Roundswell roundabout take the exit onto the B3232, after about ¥~ mile
take the first right, BEC is about ¥z a mile on the right.

Drive into the site, visitors parking is in front of the main building on the left
hand side. There should be plenty of spaces.

On arrival at the main entrance dial 8253 for Corporate and Community
Services.
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Introduction

The Internal Audit Charter is a formal document that defines Internal Audit’s purpose, authority and responsibility in
accordance with UK Public Sector Internal Audit Standards (PSIAS). The charter establishes Internal Audit’s position
within the organisation, including the nature of the Head of Internal Audit’'s functional reporting relationship with the
Audit Committee; authorises access, to records, personnel and physical properties relevant to the performance of
engagements; and defines the scope of Internal Audit's activities. It provides a framework for the conduct of the
service and has been approved by the Council’'s Senior Management Team (SMT) and the Audit Committee.

The PSIAS also include a Mission for Internal Audit which is ‘to enhance and protect organisational value by

providing risk-based and objective assurance, advice and insight’.

The Charter will be reviewed annually and presented to the Audit Committee and SMT for final approval.

Nature and Purpose

North Devon District Council has developed a risk management framework, overseen by the Head of Corporate and
Community, which includes:

e I|dentification of the significant risks in the Authority’s operations and allocation of a risk owner to each;
e An assessment of how well the significant risks are being managed; and

e Regular reviews by the Senior Management Team of the significant risks, including reviews of key risk
indicators, governance reports and action plans, and any changes to the Authority’s risk profile.

A system of internal control is one of the primary means of managing risk and consequently the evaluation of its
effectiveness is central to Internal Audit’s responsibilities.

North Devon District Council’s system of internal control comprises the policies, procedures and practices, as well
as organisational culture that collectively support the Authority’s effective operation in the pursuit of its objectives.
The risk management, control and governance processes enable the Authority to respond to significant business
risks, be these of an operational, financial, compliance or other nature, and are the direct responsibility of the Senior
Management Team.

The Authority needs assurance over the significant business risks set out in the risk management framework. In
addition, there are many other stakeholders, both internal and external, requiring assurance on the management of
risk and other aspects of the Authority’s business - these including Members, regulators etc. There are also many
assurance providers. The internal audit function is the third line of defence in the Council’s ‘three lines of defence
approach’ to risk and assurance. The first line of defence comprises the Council’s core operational services, and the
second line comprises the oversight functions such as risk management.

The following diagram summarises the three lines of defence model and explains where Internal Audit fits into the
Council’'s assurance process.
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Internal Audit is defined by the Institute of Internal Auditors’ International Professional Practices Framework as ‘an
independent, objective assurance and consulting activity designed to add value and improve an organisation’s
operations. It helps an organisation accomplish its objectives by bringing a systematic, disciplined approach to
evaluate and improve the effectiveness of risk management, control and governance processes.’

In a local authority, Internal Audit provides independent and objective assurance to the organisation, its Members,
the Chief Executive, the Senior Management Team, and in particular to the Head of Resources to help him discharge
his responsibilities relating to the proper administration of the Authority’s financial affairs under S151 of the Local
Government Act 1972.

In addition, the Accounts and Audit Regulations (2015) specifically require the provision of an internal audit service.
In line with regulations, Internal Audit provides independent assurance on the adequacy and effectiveness of the
Authority’s governance, risk management and internal control systems.

In particular, Internal Audit carries out assurance and consulting activities across all aspects of North Devon District
Council’'s business, based on a programme agreed with the Audit Committee. In doing so, Internal Audit works
closely with the Authority’s risk owners, service line teams, and the Senior Management Team.

In addition to providing independent assurance to various stakeholders, Internal Audit helps identify areas where the
Authority’s existing processes and procedures can be developed to improve the extent with which risks in these areas
are managed; and public money is safeguarded and used economically, efficiently and effectively. In carrying out its
work, Internal Audit liaises closely with the Senior Management Team and management in the service lines (including
risk teams).

The independent assurance provided by Internal Audit also assists the Authority to report annually on the
effectiveness of the system of internal control included in the Authority’s Annual Governance Statement.
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Authority and Access to Records, Assets and Personnel

Internal Audit has unrestricted right of access to all Authority records and information, both manual and computerised,
cash, stores and other property or assets it considers necessary to fulfil its responsibilities. Internal Audit may enter
Authority property and has unrestricted access to all locations and officers where necessary on demand and without
prior notice. Right of access to other bodies funded by the Authority should be set out in the conditions of funding.

Any restriction (management or other) on the scope of Internal Audit's activities will be reported to the Audit
Committee.

Internal Audit is accountable for the safekeeping and confidentiality of any information and assets acquired in the
course of its duties and execution of its responsibilities.

Internal Audit will consider all requests from the external auditors for access to any information, files or working
papers obtained or prepared during audit work that has been finalised, and which external audit would need to
discharge their responsibilities.

Responsibility

The Authority’s Head of Internal Audit is required to provide an annual opinion to the Authority and to the Head of
Resources and the Chief Executive, through the Audit Committee, on the adequacy and the effectiveness of the
Authority’s risk management, control and governance processes. In order to achieve this, Internal Audit will:

e Coordinate assurance activities with other assurance providers (such as the external auditors, the
auditors of the Authority’s Quality Management, Environmental Management and Information
Security accreditations etc.) such that the assurance needs of the Authority, regulators and other
stakeholders are met in the most effective way.

e Evaluate and assess the implications of new or changing systems, products, services, operations
and control processes.

e Carry out assurance and consulting activities across all aspects of the Authority’s business based
on a risk-based plan agreed with the Audit Committee.

e Provide the Head of Resources, Chief Executive and other officers with reasonable, but not absolute,
assurance as to the adequacy and effectiveness of the key controls associated with the management
of risk in the area being audited.

e |Issue periodic reports to the Audit Committee, and the Senior Management Team summarising
results of assurance activities.

e Promote an anti-fraud, anti-bribery and anti-corruption culture within the Authority to aid the
prevention and detection of fraud.

e Assist in the investigation of allegations of fraud, bribery and corruption within the Authority and
notifying management and the Audit Committee of the results.

e Assess the adequacy of remedial action to address significant risk and control issues reported to
the Audit Committee. Responsibility for remedial action in response to audit findings rests with line
management.
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Definition

The Audit Committee

Chief Officers

S151 Officer

Details

To oversee the financial
reporting, risk management,
audit and internal control
arrangements of the Council to
assure the Council and the
North Devon District Council
Tax payers that resources are
properly managed and high
standards of financial probity
are maintained.

The Chief Executive has
overall corporate management
and operational responsibility
(including overall management
responsibility for all officers)
together with specific
operational responsibility for
those services identified in
Part 3 of the Constitution
‘Responsibility for Functions’.
The Heads of Service have
overall strategic and
operational management of
those services falling within
their service lines.

To exercise the functions of the
S151 Officer, including proper
administration of the Council’s
financial affairs under S115 and
S151 of the Local Government
Act 1972 and S114 of the Local
Government Finance Act 1988.
Ensuring lawfulness and financial
prudence of decision making,
contributing to corporate
management, providing advice
and giving financial information.

Responsibility in relation to
Internal Audit

To consider the Head of
Internal Audit’s annual report
and opinion and the level of
assurance it can give over the
Council’'s governance
arrangements.

To review internal audit reports
and other evidence of the
Council’s risk management
and internal control systems.

Report to Council when necessary
to give assurances about the
Council’s financial statements, risk
management and internal control
mechanisms or to raise concerns of
any significant weakness.

Senior Management Team
liaise with Internal Audit to
agree the Annual Internal Audit
Plan.

Deal with Internal Audit issues
under the Accounts and Audit
Regulations 2015.
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There are inherent limitations in any system of internal control and thus errors or irregularities may occur and not be
detected by Internal Audit's work. Unless specifically requested and agreed, Internal Audit will not perform
substantive testing of underlying transactions.

When carrying out its work, Internal Audit will provide line management with comments and report breakdowns,
failures or weaknesses of internal control systems together with recommendations for remedial action. However,
Internal Audit cannot absolve line management of responsibility for internal controls.

Internal Audit will support line managers in determining measures to remedy deficiencies in risk management, control
and governance processes and compliance to the Authority’s policies and standards and will monitor whether such
measures are implemented on a timely basis.

Where appropriate, Internal Audit will undertake assurance or consulting activities for the benefit of the Authority in
organisations wholly owned or controlled by the Authority (e.g. Local Authority Trading Companies, ALMOs etc).
Internal Audit may also provide assurance to the Authority on third party operations (such as contractors and partners)
where this has been provided for as part of the contract.

The Audit Committee is responsible for ensuring that Internal Audit is adequately resourced and afforded a sufficiently
high standing within the organisation, necessary for its effectiveness.

Scope of Activities

As highlighted in the previous section, there are inherent limitations in any system of internal control. Internal Audit
therefore provides the Members, the Chief Executive and other officers with reasonable, but not absolute, assurance
as to the adequacy and effectiveness of the Authority’s governance, risk management and control processes using
a systematic and disciplined approach by:

e Assessing and making appropriate recommendations for improving the governance processes, promoting
appropriate ethics and values, and ensuring effective performance management and accountability;

e Evaluating the effectiveness and contributing to the improvement of risk management processes; and

e Assisting the Authority in maintaining effective controls by evaluating their adequacy, effectiveness and
efficiency and by promoting continuous improvement.

The scope of Internal Audit’'s value adding activities includes evaluating risk exposures relating to the Authority’s
governance, operations and information systems regarding the:

e Achievement of the organisation’s strategic objectives;

e Reliability and integrity of financial and operational information;
o Effectiveness and efficiency of operations and programmes;

e Safeguarding of assets; and

e Compliance with laws, regulations, policies, procedures and contracts.
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Reporting

For each engagement, Internal Audit will issue a report to the appropriate Audit Contact and Head of Resources or
his nominee, and depending on the nature of the engagement and as agreed in the engagement’s Terms of
Reference, with a summary to the Senior Management Team and the Audit Committee.

The UK Public Sector Internal Audit Standards require the Head of Internal Audit to report at the top of the
organisation and this is done in the following ways:

e The Internal Audit Charter is reported to the Senior Management Team. It is then presented to the
Audit Committee annually for formal approval.

e The annual risk-based plan is compiled by the Head of Internal Audit taking account of the Authority’s
risk management framework and after input from members of the Senior Management Team. It is
then presented to the Senior Management Team and Audit Committee annually for noting and
comment.

e The internal audit budget is reported to Executive and Full Council for approval annually as part of the
overall Authority budget.

e The adequacy, or otherwise, of the level of internal audit resources (as determined by the Head of
Internal Audit) and the independence of internal audit will be reported annually to the Audit Committee.

o Performance against the annual risk-based plan and any significant risk exposures and breakdowns,
failures or weaknesses of internal control systems arising from internal audit work are reported to the
Senior Management Team and Audit Committee on a quarterly basis.

e Any significant consulting activity not already included in the risk-based plan and which might affect
the level of assurance work undertaken will be reported to the Audit Committee.

e Any instances of non-conformance with the Public Sector Internal Audit Standards must be reported
to the Senior Management Team and the Audit Committee and will be included in the annual Head of
Internal Audit report. If there is significant non-conformance, this may be included in the Authority’s
Annual Governance Statement.

Independence

The Head of Internal Audit has free and unfettered access to the following:

e Chief Executive;

e Head of Resources

e Monitoring Officer;

e Chair of the Audit Committee; and

e Any other member of the Senior Management Team.

The independence of the contracted Head of Internal Audit is further safeguarded as his/her annual appraisal is not
inappropriately influenced by those subject to internal audit.
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To ensure that auditor objectivity is not impaired and that any potential conflicts of interest are appropriately managed,
all internal audit staff are required to make an annual personal independence responsibilities declaration via the
tailored ‘My Compliance Responsibilities’ portal which includes personal deadlines for:

e Annual Returns (a regulatory obligation regarding independence, fit and proper status and other matters
which everyone in Mazars must complete); and

e Continuing Professional Development (CPD).

Internal Audit may also provide consultancy services, such as providing advice on implementing new systems and
controls. However, any significant consulting activity not already included in the audit plan and which might affect
the level of assurance work undertaken will be reported to the Audit Committee. To maintain independence, any
audit staff involved in significant consulting activity will not be involved in the audit of that area for a period of at least
12 months.

External Auditors

The External Auditors fulfil a statutory duty. Effective collaboration between Internal Audit and the External Auditors
will help ensure effective and efficient audit coverage and resolution of issues of mutual concern. Internal Audit will
follow up the implementation of internal control issues raised by External Audit.

Internal Audit and External Audit meet periodically to:

e Plan the respective internal and external audits;
e Discuss potential issues arising from the external audit; and

e Share the results of significant issues arising from audit work.

Due Professional Care

The Internal Audit function is bound by the following standards:

¢ Institute of Internal Auditor’s International Code of Ethics;
e Seven Principles of Public Life (Nolan Principles);

e UK Public Sector Internal Audit Standards;

e All Authority Policies and Procedures; and

e All relevant legislation.

Internal Audit is subject to a Quality Assurance and Improvement Programme that covers all aspects of internal audit
activity. This consists of an annual self-assessment of the service and its compliance with the UK Public Sector

North Devon District Council Internal Audit Charter 7

Vs M A Z ARS





Internal Audit Standards, on-going performance monitoring and an external assessment at least once every five
years by a suitably qualified, independent assessor. An external assessment was carried out in November 2016
which concluded that Mazars GRIC — Public Services conforms to the requirements of the Public Internal Audit
Standards and the Local Government Application Note.

A programme of Continuous Professional Development CPD is maintained for all staff working on internal audit
engagements to ensure that auditors maintain and enhance their knowledge, skills and audit competencies to deliver
the risk-based plan. Both the Head of Internal Audit and the Engagement Manager are required to hold a professional
qualification (CMIIA, CCAB or equivalent) and be suitably experienced.

Approved by the Audit Committee on XX XXX 2017
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Important Notice

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 LLP
London
October 2017

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.

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

Mazars LLP is the UK firm of Mazars, an international advisory and accountancy group. Mazars LLP is registered
by the Institute of Chartered Accountants in England and Wales to carry out company audit work.
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MAZARS

North Devon District Council
Internal Audit Progress Report 2017/18

January 2018

Distribution List:

Mike Mansell - Chief Executive
Jon Triggs - Head of Resources
Audit Committee

This report (“Report”) was prepared by Mazars LLP at the request of North Devon District Council and terms for the preparation and scope
of the Report have been agreed with them. The matters raised in this Report are only those which came to our attention during our internal
audit work. Whilst every care has been taken to ensure that the information provided in this Report is as accurate as possible, Internal Audit
have only been able to base findings on the information and documentation provided and consequently no complete guarantee can be given
that this Report is necessarily a comprehensive statement of all the weaknesses that exist, or of all the improvements that may be required.

This Report was prepared solely for the use of North Devon District Council and to the fullest extent permitted by law Mazars LLP accepts
no responsibility and disclaims all liability to any third party who purports to use or rely for any reason whatsoever on the Report, its
contents, conclusions, any extract, reinterpretation, amendment and/or modification. Accordingly, any reliance based on the report, its
contents, conclusions, any extract, reinterpretation, amendment and/or modification by any third party is entirely at their own risk.

Please refer to the Statement of Responsibility in Appendix Il of this Report for further information about responsibilities, limitations and

confidentiality.
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1. INTRODUCTION

1.1 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.

1.2 This report sets out the internal audit activity since the last Audit Committee meeting in
September 2017 for North Devon District Council.

2. COMPLETION OF THE INTERNAL AUDIT PLAN

2.1 Appendix | details the 2017/18 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 17 ‘ ’
Number of audits finalised 5 30%
Number of audits issued at draft 1 6%
Number of audits in progress 2 12%
Number of audits with agreed planned dates 8 46%
Number of audits to be planned 1 6%

2.2 We can report that 43% (excluding contingency) of the 2017/18 Operational Internal Audit
Plan has been completed, based on the number of days delivered.

2.3 We have now issued the following final reports.

Debtors

Payroll

Treasury Management

2.4 Appendix Il details the 2017/18 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 whilst those with a rating 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 2017/18

2.5 Based on the work we have undertaken, there are no Priority One recommendations to bring

to the attention of the Audit Committee.

Performance of the Internal Audit Service

2.6 The following table details the Internal Audit service performance for the 2017/18 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 | 10 days | 19.5 days
issue of the draft report

3. Average period between the receipt of final | 10 days 1 day
management responses and issue of the final report

4, Average customer satisfaction score (measured by No results to date
survey for each audit) — (Target is 85% of 3 or above)
5=Very good; 4=Good; 3=Satisfactory; 2=Poor; 1= Very poor

3. Action Required

3.1 The Audit Committee is asked to note our progress report.
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Appendix | — Progress against the Internal Audit Plan 2017/18

Audit Title Proposed Planned | Anticipated Assurance Priority | Priority  Priority Status
Quarter DEVS Risk Level One Two Three

1. Risk Management and Q3 10 Medium Fieldwork completed — work is under review
Corporate Governance

2. Main Accounting Q3 12 High Work programmed in for December 2017
System and Budgetary
Control

3. | Debtors Q2 8 Medium Substantial 3 Final report — 18 October 2017

4. | Payroll Q2 10 Medium Substantial 1 Final report - 13 October 2017

5. | Treasury Management Q2 8 Medium Substantial 1 2 Final report — 18 October 2017

6. Council Tax and NNDR Q1 15 Medium Substantial 2 Final report — 22 August 2017

7. Housing Benefits Q1 10 Medium Substantial 2 Final report — 22 August 2017

8. Affordable Housing Q2 10 Medium Work programmed in for January 2018 —
(including temporary moved to Q4 to fit in with new adopted
accommodation) methodology

9. Parking Operations Q2 10 Medium Work programmed in for February 2018 —

moved to Q4 due to imminent staff and
management changes

10. | Street Cleansing Q2 10 Medium Work in progress
11. | Licensing Q1 10 High Draft report
12. | Customer Services Q3 10 High Work programmed in for January 2018 —
Centre moved to Q4 due to imminent management
change
13. | Commissioning and Q3 10 Medium Work programmed in for January 2018

Procurement (including
the use of agency staff
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Audit Title Proposed Planned | Anticipated Priority | Priority  Priority
Quarter Risk Level

One Two Three

and consultants)

14. | Health and Safety Q3 10 Medium Work programmed in for January 2018

15. | Information Technology Q4 22 High Our IT Audit Manager is currently liaising
(to include Outlook with the Business Information Support
system & exchange Manager to plan in audit dates.

server security — 10
days, with further audit
choices to follow)

16. | Lynton and Lynmouth Q1 10 Medium Field work in progress — initial meeting May
Agency 2017, field work to be completed in Q3 as
mutually agreed between auditor and
management.
17. | Grants Administration Q3 5 Medium Work programmed in for January 2018
18. | Crematorium Q4 3 N/A Work planned for April 2018 following the
financial year end.
19. | Follow Up Q4 10 N/A Work programmed in for January 2018
20. | Contingency 5
21. | Audit Management 22
Total 220 3 8
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Appendix Il — Internal Audit Recommendations 2017/18

Debtors Substantial ]

Assurance

The audit covered the following areas:

e Debt Monitoring and Recovery; e Raising of Receipted Invoices and Credit Notes;
e Amendments to Standing Data; ¢ Realisation of Debts; and
e  Write-Off Procedures; e Reconciliations.

Three priority 3 recommendations were raised

Priority 3 The relevant budget code should be recorded on write off forms in order for the write off to be processed.

Credit note forms should be fully completed prior to processing.
Reviews of amendments to standing data should be completed each quarter.
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Assurance

Payroll Substantial )

The audit covered the following areas:

e Security of, and access to IT Systems e Overpayments;

e Authorisation procedures; e Staff and Member expenses;
e Starters, Leavers and Variations; e Reconciliations; and

e Statutory and voluntary deductions; ¢ Management Information.

One priority 3 recommendation was raised

Priority 3 Member travel claims should be supported by fuel receipts where appropriate.
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Assurance

Treasury Management Substantial

The audit covered the following areas:
e Policies and procedures including the Treasury Management Strategy e Authorisation limits to borrow and lend;
and Policy; e Cash flow monitoring, maximising and forecasting; and
e Levels, limits and institutions that can be dealt with for both lending and e Monitoring and Reporting of performance
borrowing are clearly stated;
e Contracts/service agreements with investment managers and brokers;

One priority 2 and two priority 3 recommendations were raised
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Recommendation

The Council's contract for the provision
of treasury consultancy services should
be added to the Council's contract
register as specified in the guidelines for
working with other local authorities.

Rationale

Having a complete Contract Register demonstrates that an
organisation has adhered to legislative requirements regarding the
tendering process.

The Council's contract guidance on working with other authorities
cites that it may not always be possible or appropriate to advertise
the contract opportunity for these sorts of collaborative
procurement on the Council’'s procurement portal, the resultant
contract will be added to its Contracts Register.

The Council has renewed its contract with Capita to provide
Treasury Consultancy Services (external advice). This is a joint
contract with Torridge District Council. A waiver to contract
procedure rules has been authorised for this contract to provide
value for money.

We were unable to see that the contract had been added to the
contracts register despite the guidance providing a form to
complete and the specific route to take for the contract to be
added to the register.

Where a contract over £5,000 is not on the Contracts Register,
the risk is increased that the contract will be challenged, which
may result in financial loss and reputational damage.

Management Response

Agreed, | will liaise with our supplier over a
second onsite meeting

Priority 3 As per the contract with Capita to provide Treasury Consultancy services, the Council should hold at least two strategy meetings a year with
Capita to review the Council's financial position.

Bank reconciliations should be prepared and reviewed promptly each month.

Internal Audit — Progress Report for January 2018 Audit Committee 10






Appendix Il - Statement of Responsibility

We take responsibility to North Devon District Council for this report which is prepared on the basis of the limitations set out below.

The responsibility for designing and maintaining a sound system of internal control and the prevention and detection of fraud and other irregularities rests with
management, with internal audit providing a service to management to enable them to achieve this objective. Specifically, we assess the adequacy and
effectiveness of the system of internal control arrangements implemented by management and perform sample testing on those controls in the period under
review with a view to providing an opinion on the extent to which risks in this area are managed.

We plan our work in order to ensure that we have a reasonable expectation of detecting significant control weaknesses. However, our procedures alone
should not be relied upon to identify all strengths and weaknesses in internal controls, nor relied upon to identify any 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.

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.

This report is confidential and 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 Mazars LLP accepts no responsibility and disclaims all liability to any third party who purports to use or rely for any reason whatsoever on
the Report, its contents, conclusions, any extract, reinterpretation amendment and/or modification by any third party is entirely at their own risk.

Registered office: Tower Bridge House, St Katharine’s Way, London E1W 1DD, United Kingdom. Registered in England and Wales No 0C308299.
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Executive summary

Purpose of this letter

Our Annual Audit Letter (Letter) summarises the key findings arising from the
work we have carried out at North Devon District Council (the Council) for the
year ended 31 March 2017.

This Letter provides a commentary on the results of our work to the Council and
its external stakeholders, and highlights issues we wish to draw to the attention of
the public. In preparing this letter, we have followed the National Audit Office
(NAO)'s Code of Audit Practice (the Code) and Auditor Guidance Note (AGN)
07 — 'Auditor Reporting'.

We reported the detailed findings from out audit work to the Council's Audit
Committee (as those charged with governance) in our Audit Findings Report on 5
September 2017.

Our responsibilities

We have carried out our audit in accordance with the NAO's Code of Audit

Practice, which reflects the requirements of the Local Audit and Accountability

Act 2014 (the Act). Our key responsibilities are to:

* give an opinion on the Council's financial statements (section two)

* assess the Council's arrangements for securing economy, efficiency and
effectiveness in its use of resources (the value for money conclusion) (section
three).

In our audit of the Council's financial statements, we comply with International

Standards on Auditing (UK and Ireland) (ISAs) and other guidance issued by the
NAO.
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Our work

Financial statements opinion

We gave an unqualified opinion on the Council's financial statements on 7
September 2017.

Value for money conclusion

We were satisfied that the Council put in place proper arrangements to ensure
economy, efficiency and effectiveness in its use of resources during the year ended
31 March 2017. We reflected this in our audit opinion on 7 September 2017.

Certificate

We certified that we had completed the audit of the accounts of North Devon
District Council in accordance with the requirements of the Code on 7 September
2017.

Certification of grants

We also carry out work to certify the Council's Housing Benefit subsidy claim on
behalf of the Department for Work and Pensions. Our work on this claim is not
yet complete and will be finalised by 30 November 2017. We will report the results
of this work to the Audit Committee in our Annual Certification Letter in January
2018.
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Other work completed

We provided your teams with training on financial accounts. We also held separate
workshops on Income Generation and Faster Close, and a seminar on Joint
Ventures.

Working with the Council

During the year we have delivered a number of successful outcomes with you:

* An efficient audit —delivery of the accounts audit over one month before the
deadline

* VEM - we provided you with assurance and feedback on your arrangements for
delivering efficiency, effectiveness and economy.

* Sharing our insight — we provided regular audit committee updates covering
best practice. We also shared our sector insight via our National Reports.

We would like to record our appreciation for the assistance and co-operation
provided to us during out audit by the Council's staff.

Grant Thornton UK LLP
October 2017
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Audit of the accounts

Our audit approach

Materiality

In our audit of the Council's accounts, we applied the concept of materiality to
determine the nature, timing and extent of our work, and to evaluate the results of
our work. We define materiality as the size of the misstatement in the financial
statements that would lead a reasonably knowledgeable person to change or
influence their economic decisions.

We determined materiality for our audit of the Council's accounts to be £1 million,
which is 1.91% of the Council's gross revenue expenditure. We used this
benchmark, as in our view, users of the Council's accounts are most interested in
how it has spent the income it has raised from taxation and grants during the year.

We also set a lower level of specific materiality for senior officer remuneration and
auditor’s remuneration.

We set a lower threshold of £50,000, above which we reported errors to the Audit
Committee in our Audit Findings Report.
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The scope of our audit

Our audit involves obtaining enough evidence about the amounts and

disclosures in the financial statements to give reasonable assurance they are free

from material misstatement, whether caused by fraud or error. This includes

assessing whether:

¢ the Council's accounting policies are appropriate, have been consistently
applied and adequately disclosed;

* significant accounting estimates made by the Head of Resources are
reasonable; and

¢ the overall presentation of the financial statements gives a true and fair view.

We also read the narrative report and annual governance statement to check
they are consistent with our understanding of the Council and with the accounts
included in the Statement of Accounts on which we gave our opinion.

We carry out our audit in line with ISAs (UK and Ireland) and the NAO Code
of Audit Practice. We believe the audit evidence we have obtained is sufficient
and appropriate to provide a basis for our opinion.

Our audit approach was based on a thorough understanding of the Council's
business and is risk based.

We identified key risks and set out overleaf the work we performed in response
to these risks and the results of this work.
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Audit of the accounts

These are the risks which had the greatest impact on our overall strategy and where we focused more of our work.

Risks identified in our audit
plan

How we responded to the risk

Findings and conclusions

Valuation of pension fund net
liability

The Council's pension fund net
liability, as reflected in its balance
sheet ,represents a significant
estimate in the financial
statements.

As part of our audit work we:

Identified the controls put in place by management to ensure that the pension fund net
liability was not materially misstated and assessed whether those controls were
implemented as expected and whether they were sufficient to mitigate the risk of material
misstatement.

Reviewed the competence, expertise and objectivity of the actuary who carried out the
Council's pension fund valuation.

Gained an understanding of the basis on which the IAS 19 valuation was carried out,
undertaking procedures to confirm the reasonableness of the actuarial assumptions made.

Reviewed the consistency of the pension fund net liability disclosures in notes to the
financial statements with the actuarial report from the Council’s actuary.

Carried out additional work to gain assurance over the discount rate used by the actuary
which was outside of the range expected by the auditor’s expert’s review of the actuary
(Barnet Waddingham).

We considered the reasons for the increase
in the pensions defined benefits liability in
view of the assumptions used by the actuary
and the explanation provided in the notes to
the accounts. Overall we concluded that the
impact on the liability was within the
reasonable bounds of estimation.

Our audit work did not identify any issues to
report.

Valuation of property plant
and equipment

The Council revalues its assets
on a rolling basis over a five year
period. The Code requires that
the Council ensures that the
carrying value at the balance
sheet date is not materially
different from the current value.
This represents a significant
estimate by management in the
financial statements.

As part of our audit work we have:

Reviewed management's processes and assumptions for the calculation of the estimate.
Reviewed the competence, expertise and objectivity of any management experts used.
Reviewed the instructions issued to valuation experts and the scope of their work

Held discussions with the Council's valuer about the basis on which the valuation was
carried out, challenging the key assumptions.

Reviewed and challenged the information used by the valuer to ensure it was robust and
consistent with our understanding.

Tested revaluations made during the year to ensure they were input correctly into the
Council's asset register

Evaluated the assumptions made by management for those assets not revalued during the
year to assess how management satisfied themselves that these were not materially
different to current value.

Our audit work has identified the following
issues:

The Queens Theatre was revalued for
2016/17 and a change in the basis of
valuation led to a significant increase in
valuation (E7.2m). We were satisfied that
the valuation for 2016/17 was reasonable
but concluded that the basis of valuation in
previous years was incorrect. See page
19.

Valuations are still being carried out as at
1 April instead of the balance sheet date of
31 March so even the most recent are a
year out of date. PPE should be valued at
the latest practical date for the financial
year i.e. 31 December or later.
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Audit of the accounts

Audit opinion
We gave an unqualified opinion on the Council's accounts on 7 September 2017,
in advance of the 30 September 2017 national deadline.

The draft accounts were produced to a good standard, with the audit being
facilitated by good supporting working papers and excellent assistance from the
financial services team

The Council made the accounts available for audit in line with the agreed
timetable.

Issues arising from the audit of the accounts
We reported the key issues from our audit of the accounts of the Council to the
Council’s Audit Committee on 5 September 2017.

No significant amendments were made to the Comprehensive Income and
Expenditutre Statement. Following a significant revaluation increase in 2016/17, we
identified that the valuation basis of the Queens Theatre in previous years was not
appropriate. Because it was a material amount, this resulted in a Prior Period
adjustment to the 2015/16 balance sheet of £7.2m
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Annual Governance Statement and Narrative Report

We are required to review the Council's Annual Governance Statement and
Narrative Report. It published them on its website with the draft accounts in
line with the national deadlines.

Both documents were prepatred in line with the relevant guidance and were
consistent with the supporting evidence provided by the Council and with our
knowledge of the Council.

Other statutory duties

We also have additional powers and duties under the Act, including powers to
issue a public interest report, make written recommendations, apply to the
Court for a declaration that an item of account is contrary to law, and to give
electors the opportunity to raise questions about the Council's accounts and to
raise objections received in relation to the accounts.

We did not identify any issues that required us to apply our statutory powers
and duties under the Act.





DRAFT

Value for Money conclusion

Background

We carried out our review in accordance with the NAO Code of Audit Practice
(the Code), following the guidance issued by the NAO in November 2016 which
specified the criterion for auditors to evaluate:

In all significant respects, the andited body takes properly informed decisions and deploys resonrces
to achieve planned and sustainable outcomes for taxpayers and local people.

Key findings
Our first step in carrying out our work was to perform a risk assessment and
identify the key risks where we concentrated our work.

The key risk we identified was:

* There is a risk that, without careful financial planning, resources will be
insufficient to fund the Council's activities in the medium term.

Details of the work we performed and our conclusion are set out in the table
overleaf.

As part of our Audit Findings report agreed with the Council in September 2017,
we agreed the following recommendation to address our findings:

* The Council needs to develop savings plans to bridge the budget gaps totalling
£555k in the 2018/19 to 2020/21 years.
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Overall VfM conclusion

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 2017.
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Value for Money

Value for money risks

Risk identified Work carried out

Medium term financial planning We reviewed the Council's latest Medium Term
Like all public sector bodies, the Council is | Financial Strategy (MTFS) and the 2017/18 budget,
facing financial pressures with cuts in considering the assumptions that underpin the
central funding . There is a risk that, figures within them including the revised

without careful financial planning, arrangements for New Homes Bonus.

resources will be insufficient to fund the
Council's activities in the medium term.
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Findings and conclusions

The 2017/18 Budget and latest MTFS 2017-2021 were considered by the
Executive on 6/2/17 and approved by Council on 22/2/17. The MTFS was
updated for all of the latest information at this time and is based the four year
settlement from DCLFG and the 2017/18 budget which is then rolled forward
based on a number of assumptions. The MTFS runs through to 2020/21,
showing a cumulative budget gap of £138k in 18/19, £317k in 19/20 and £555k
in 20/21. This is dependent on the achievement of savings, including the
changes to garden waste and recycling services, continued vigorous vacancy
management and reviews of the Council structure and reviewing external grants
and services provided through external partners. The other assumptions in the
plan: business rates retention, grant funding levels, council tax income have
been considered and appear reasonable. The New Homes Bonus assumptions
are in line with the revised arrangements. The MTFS already identifies potential
schemes to bridge the gap but has not included them at this time as they are
subject to further assessment and Council approval.

We are satisfied that the Council has proper arrangements in place for medium
term financial planning. The Council needs to develop firm savings plans to
bridge the budget gaps totalling £555k in the 2018/19 to 2020/21 years.
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Appendix A: Reports 1ssued and fees

We confirm below our final fees charged for the audit and provision of non-audit services

Fees
Proposed
fee Actual fees  2015/16 fees
£ £ £
Statutory audit of Council 47,401 47,401 47,401
Housing Benefit Grant Certification 13,213 13,213* 13,956
Total fees (excluding VAT) 60,614 60,614 61,357

The proposed fees for the year were in line with the scale fee set by Public Sector

Audit Appointments Ltd (PSAA)

* This work is on-going and the final fee will be notified in the Certification Letter

later this year.

Reports issued

Report
Audit Plan

Audit Findings Report

Annual Audit Letter

Date issued

May 2017
September 2017

October 2017
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Fees for other services

Service Fees £

Audit related services:
* None Nil

Non-audit services
» Investors in People reaccreditation 10,350

Non- audit services

* For the purposes of our audit we have made enquiries of all Grant
Thornton UK LLP teams providing services to the Council. The table
above summarises all other services which were identified.

* We have considered whether other services might be perceived as a
threat to our independence as the Council’s auditor and have ensured
that appropriate safeguards are put in place, as reported in our Audit
Findings Report.

The above non-audit services are consistent with the Council’s policy on

the allotment of non-audit work to your auditor and have been approved by

the Audit Committee.
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Audit Committee progress report and update — North Devon District Council

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.

Members of the Audit Committee can find further useful material on our website www.grant-thornton.co.uk, where we have a section dedicated to our work in the public sector. Here you
can download copies of our publications and articles, including the reports mentioned in this update along with other items:

* Income generation is an increasingly essential part of providing sustainable local services ;

ready-to-be-more-commercial/

* Social enterprises are becoming increasingly common vehicles for delivering services that are not an ‘essential’ service for an authority but still important to the local community;

° Brexit and local government;

http:/ /www.grantthornton.co.uk/ (_1’1/ 1n€1ghts /brexit-local-government--transitioning-successfully/

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 Engagement Manager.
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http://www.grantthornton.co.uk/en/insights/the-income-generation-report-local-leaders-are-ready-to-be-more-commercial/

http://www.grantthornton.co.uk/en/insights/a-guide-to-setting-up-a-social-enterprise/

http://www.grantthornton.co.uk/en/insights/a-global-britain-needs-more-local-government-not-less/
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Progress at 13 December 2017

2016/17 work

Fee Letter
We are required to issue a 'Planned fee letter for 2016/17' by the
end of April 2016

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 2016/17 financial statements.

Interim accounts audit

Our interim fieldwork visit plan included:

» updated review of the Council's control environment

» updated understanding of financial systems

» review of Internal Audit reports on core financial systems
» early work on emerging accounting issues

» early substantive testing

» Value for Money conclusion risk assessment.

Final accounts audit

Including:

» audit of the 2016/17 financial statements

» proposed opinion on the Council's accounts

» proposed Value for Money conclusion

» review of the Council's disclosures in the consolidated accounts
against the Code of Practice on Local Authority Accounting in
the United Kingdom 2016/17

© 2017 Grant Thornton UK LLP. All rights reserved.

Planned Date

April 2016

April 2017

Feb — March 2017

July — Sept 2017

Complete?

Yes

Yes

Yes

Yes

Comments

The 2016/17 fee letter was issued in April 2016.

The Audit Plan was reported to your May meeting.

The results of the interim audit were reported in the Audit Plan to your
May meeting.

The Audit Findings Report was presented to your September meeting.
We issued an unqualified opinion on the financial statements on 7
September 2017.
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Progress at 26 October 2017 - %
"« B
2

2016/17 work Planned Date  Complete? Comments

Value for Money (VfM) conclusion . .
The scope of our work is unchanged to 2015/16 and is set out in the final March — July 2017 Yes The results of our work on VfM were reported in the Audit
guidance issued by the National Audit Office in November 2015. The Code Findings Report to the September meeting of the Audit
requires auditors to satisfy themselves that; "the Council has made proper Committee. We issued an unqualified VFM conclusion on 7
arrangements for securing economy, efficiency and effectiveness in its use of September 2017.

resources".

The guidance confirmed the overall criterion as; "in all significant respects, the
audited body had proper arrangements to ensure it took properly informed
decisions and deployed resources to achieve planned and sustainable
outcomes for taxpayers and local people".

The three sub criteria for assessment to be able to give a conclusion overall
are:

» Informed decision making
» Sustainable resource deployment
» Working with partners and other third parties

Annual Audit Letter

A summary of all work completed as part of the 2016/17 audit. October 2017 Yes The Annual Audit Letter is included on the agenda of this
meeting.
Other areas of work Sept — Nov 2017 Yes The Housing benefits subsidy claim was certified on 29

* Housing benefit subsidy claim November 2017..

Grant Thornton events

* We held an Income Generation workshop in Exeter on 13 October 2016. The aim of these events is to bring together senior leaders from local government and the private and
investment sectors to stimulate cross-sector debate and consider current and future funding models. The workshop was attended by your Head of Resources.

* We held a Faster Close workshop on 19 October 2016 in Exeter. This workshop is aimed at local authority practitioners and will consider the main factors for authorities to consider
in accelerating their financial reporting procedures to produce their year-end accounts. The workshop was attended by members of North Devon's Finance team.

« Our Joint Venture Seminar was held in Taunton on 6 December 2016, which provided an insight into setting up and running JVs and was attended by 22 officers and members from
Councils in the South West, including Jon Triggs from North Devon District Council.

* We held our own local government accounts workshops on 2016/17. Local events were held in Plymouth on 28 February and in Bristol on 1 March. Your Head of Resources and
Accountancy Manager attended the workshops.

© 2017 Grant Thornton UK LLP. All rights reserved.
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Code of Practice on lLocal Authority
ACCOuﬂtiﬂg in the United ngdom Technical Matters

2017/18 and forthcoming provisions
for IFRS 9 and IFRS 15

Code of Practice on Local Authority Accounting in the
United Kingdom 2017/18

CIPFA/LASAAC has issued the Local Authority Accounting
Code for 2017/18. The main changes to the Code include:

¢ amendments to section 2.2 (Business Improvement
District Schemes (England, Wales and Scotland), Business
Rate Supplements (England), and Community
Infrastructure Levy (England and Wales)) for the
Community Infrastructure Levy to clarify the treatment of
revenue costs and any charges received before the
commencement date

* amendment to section 3.1 (Narrative Reporting) to
introduce key reporting principles for the Narrative Report

* updates to section 3.4 (Presentation of Financial
Statements) to clarify the reporting requirements for
accounting policies and going concern reporting

* changes to section 3.5 (Housing Revenue Account) to
reflect the Housing Revenue Account (Accounting
Practices) Directions 2016 disclosure requirements for
English authorities

* following the amendments in the Update to the 2016/17
Code, changes to sections 4.2 (Lease and Lease Type
Arrangements), 4.3 (Service Concession Arrangements:
Local Authority as Grantor), 7.4 (Financial Instruments —
Disclosure and Presentation Requirements)
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¢ amendments to section 6.5 (Accounting and
Reporting by Pension Funds) to require a new

disclosure of investment management transaction
costs and clarification on the approach to investment
concentration disclosure.

Forthcoming provisions for IFRS 9 and IFRS 15

CIPFA/LASAAC has issued ‘Forthcoming provisions IFRS 15 replaces IAS 18 Revenue and IAS 11

for IFRS 9 Financial Instruments and IFRS 15 Revenue  Construction Contracts. IFRS 15 changes the basis for
from Contracts with Customers in the Code of Practice deciding whether revenue is recognised at a point in time
on Local Authority Accounting in the United Kingdom  or over a period of time and introduces five steps for
2018’ It sets out the changes to the 2018/19 Code in revenue recognition.

respect of IFRS 9 Financial Instruments and IFRS 15
Revenue from Contracts with Customerts. It has been
issued in advance of the 2018/19 Code to provide local
authorities with time to prepare for the changes required
under these new standards.

It should be noted that the publication does not have the
authority of the Code and early adoption of the two
standards is not permitted by the 2017/18 Code.

IFRS 9 replaces IAS 39 Financial Instruments:
Recognition and Measurement. IFRS 9 includes a single
classification approach for financial assets, a forward
looking ‘expected loss” model for impairment (rather
than the ‘incutred loss’ model under IAS 39) and some
fundamental changes to requirements around hedge
accounting,










Audit Committee progress report and update — North Devon District Council

Independent Review ot Building
Regulations and Fire Safety

Sector Issues

The Government has published the terms of reference for the independent
Review of Building Regulations and Fire Safety, commissioned following the
Grenfell Tower fire tragedy.

The DCLG press release states:

“This Review will urgently assess the effectiveness of current building and fire
safety regulations and related compliance and enforcement issues, with a
focus on multi occupancy high rise residential buildings. This will include
addressing whether the government’s large-scale cladding system testing
programme identified any potential systemic failures.

The Review’s 2 key priorities are to develop a more robust regulatory system
for the future and provide further assurance to residents that the buildings
they live in are safe and remain safe. While the Review will cover the
regulatory system for all buildings, it will have a specific focus on multi
occupancy high rise residential buildings.

Dame Judith Hackitt, a qualified engineer with strong regulatory background,
is leading the Review and will draw on the experience of local government,
industry, the fire sector, international experts and MPs. She will also engage
with residents of multi occupancy residential buildings.

The Review will report jointly to Communities Secretary Sajid Javid and
Home Secretary Amber Rudd. An interim report will be submitted in autumn
2017 and a final report submitted in spring 2018. The Review will co-operate
fully with the Public Inquiry, and Dame Judith Hackitt will review her
recommendations in the light of the findings of the Inquiry.”
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The terms of reference state that the review will:

map the current regulatory system (i.c. the regulations, guidance and
processes) as it applies to new and existing buildings through planning,
design, construction, maintenance, refurbishment and change
management;

consider the competencies, duties and balance of responsibilities of key
individuals within the system in ensuring that fire safety standards are
adhered to;

assess the theoretical coherence of the current regulatory system and how
it operates in practice

compare this with other international regulatory systems for buildings and
regulatory systems in other sectors with similar safety risks;

make recommendations that ensute the regulatory system is fit for
purpose with a particular focus on multi-occupancy high-rise residential
buildings.

The full terms of reference are available at:

https:

www.gov.uk/government/publications/independent-review-of-

building-regulations-and-fire-safety-terms-of-reference
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Procurement of external audit

services

Public Sector

Audit Appointments

Procurement outcome

As a result of the highly successful procurement of auditor services, opted-in Local
government and police bodies throughout England will collectively benefit from
reduced fees for audit services in 2018/19 compared to 2016/17. Aggregate savings
are expected to exceed £6 million per annum, equivalent to a reduction of
approximately 18% in the scale fees payable by local bodies.

The results of the process announced on 20 June 2017 involve the award of the
following contracts:

* Lot 1 of approx. £14.6 million per audit year was awarded to Grant Thornton
LLP;

* Lot 2 of approx. £10.9 million per audit year was awarded to EY LLP;

* Lot 3 of approx. £06.6 million per audit year to awarded to Mazars LLP;

* Lot 4 of approx. £2.2 million per audit year to awarded to BDO LLP;

* Lot 5 of approx. /2.2 million per audit year to awarded to Deloitte LLP; and

* Lot 6 with no guaranteed value of work to awarded to a consortium of Moore
Stephens LLP and Scott-Moncrieff LLP.

Contracts were awarded on the basis of most economically advantageous tender with
50% of the available score awarded to price and 50% awarded to quality.

The procurement strategy, agreed by the PSAA Board in December 2016, sets out the
basis on which the procurement of audit services was carried out.

Having concluded the procurement, PSAA will commence the process of appointing
auditors to opted-in bodies. For more information on the auditor appointment
process click here.

© 2017 Grant Thornton UK LLP. All rights reserved.

Sector Issues

Finalising and confirming appointments

The PSAA Board will approve all proposed appointments from 2018/19,
following consultation with audited bodies, at its meeting in mid-December.
The Board’s decision on the appointment of auditors is final. Following
Board consideration, we will write to each audited body to confirm their
appointment. We plan to send all confirmations on 18 December..

Department
for Work &
Pensions

Housing Benefit (Subsidy) Assurance Process 2018/19:
Module 1 Special Purpose Framework Instruction:

This Circular sets out the arrangements for the audit of the housing benefits
subsidy for 2018/19. It is for the LA to appoint a teporting accountant to
undertake this work and notify the DWP of this. A standard letter of
notification for the LA use is set out in Appendix 1. This letter of
notification must be issued to the DWP by the LA no later than the 1st
March 2018.

10
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Local Authority 2016/17 Revenue

Expenditure and Financing

DCLG has produced a summaty of Local Authorities’ 2016/17 provisional revenue spending and financing. It notes that

Local government expenditure accounts for almost a quarter of all government spending and the majority of this is through
local authority revenue expenditure. The summary is compiled from the Revenue Outturn (RO) returns submitted by all

local authorities in England. Coverage is not limited to local councils in England and includes other authority types such as
Police and Crime Commissioners and Fire authorities.

The headline messages include:

Local authority revenue expenditure totalled £93.5 billion for all local authorities in England in 2016-17. This was 1.1%
lower than £94.5 billion spent over 2015-16.

Expenditure on Adult Social Care increased to £14.9 billion in 2016-17. This was £0.5 billion (3.6%) higher than in 2015-
16. 2016-17 was first year local authorities were able to raise additional funding for Adult Social Care through the council
tax precept.

The largest decrease in local authority expenditure was on Education services. This was £0.8 billion (2.4%) lower in 2016-
17 than in 2015-16. The majority of this decrease is due to local authority funded schools converting to academies.

Local authorities are financing more of their expenditure from locally retained income. 40.4% of revenue expenditure was
funded through council tax and retained business rates and 57.5% from central Government grants. The remaining 2.1%
was funded by reserves and collection fund surpluses. These percentages were 38.7%, 60.4% and 0.9% respectively in
2015-16.

Local authorities used /1.5 billion (6.2%) of the £24.6 billion reserves balance held at the start of the 2016-17.

Local authorities’ use of reserves was £1.1 billion higher in 2016-17 than in 2015-16. Due to changes in their capital
programme, £0.5 billion of this increase is due to the Greater London Authority.

The full report is available at:
https:

www.gov.uk/government/uploads/system/uploads/attachment data/file/639755/Revenue Expenditure and Fin

ancing  2016-17 Provisional Outturn.pdf

© 2017 Grant Thornton UK LLP. All rights reserved.

Sector Issues .

Did you know....

This data set and many others are included in CFO
Insights.

CFO Insights is the Grant Thornton and CIPFA online
analysis tool. It gives those aspiring to improve the
financial position of their organisation instant access to
insight on the financial performance, socio-economic
context and service outcomes of theirs and every other
council in England, Scotland and Wales.

More information is available at:

http:

www.cfoinsights.co.uk

11
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Audit Committee progress report and update — North Devon District Council

Combined Authorities: Signs of Grant Thornton publications
Success

In her foreword to ‘Building our Industrial Strategy’ the Key findings from the report:
Prime Minister states that the initiative “will help to

. . . ¢ CAs must begin to reduce the institutional blurring
deliver a stronger economy and a fairer society — where

with historic local government structures that has
occurred with their formation. As greater clarity
emerges over their roles, functions, and profiles of
individual mayors, ; their perceived legitimacy will
increase.

e CAs stand and fall on their ability to add value through
targeted investment, strategic co-ordination, joined-up

wealth and opportunity are spread across every
community in our United Kingdom, not just the most
prosperous places in London and the South East.”
Combined Authorities (CAs) — the newest model for the
governance of local public services — are central to this.

In response to this, Grant Thornton and Bond
Dickinson have jointly commissioned a report which

provides an insight into the establishment of each policy and the levering in of additional resources

(particularly additional private sector funds).

combined authority in the context of their specific © GemtTromion o d Dkonion
challenges. It is still early days for most combined * There is no single checklist or set of criteria for e

authorities — the political and administrative difficulties of measuring the success of mayors and combined Giibinad it
adopting this model are not to be under-estimated - but authorities, each city region must articulate its own signs of success

early signs are emerging of their potential to innovate and challenges and show progress in tackling them.

drive success. * A balanced set of benchmarks encompassing both

The report benchmarks combined authorities using key economic and social success will, however, serve as a
indicators of growth, housing, transport and skills useful stimulus for the debate around the impact of the
amongst others. We have also used our Vibrant Economy combined authority model over time.

Index, which goes beyond financial returns and takes into
account the wellbeing of society, to compate city regions.
We believe that these benchmarks can serve as a baseline

for assessment of progress over time.

http://www.grantthornton.co.uk/en/insight
s/combined-authorities-signs-of-success/

© 2017 Grant Thornton UK LLP. All rights reserved. 13
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Audit Committee progress report and update — North Devon District Council

Setting up a successful social

enterprise

Local government continues to innovate as it reacts to
ongoing austerity. An important strand of this
response has been the development of alternative
delivery models, including local authority trading
companies, joint ventures and social enterprises.

This report focuses on social enterprises in local
government; those organisations that trade with a
social purpose or carry out activities for community
benefit rather than private advantage. Social
enterprises come in a variety of shapes and sizes as
they do not have a single legal structure or ownership
rule and can adopt any corporate form as long as it
has a social purpose.

In this report we explore what social enterprises look
like, the requirements for setting one up, how they
should be managed to achieve success and how they
can be ended.

We have complemented this with a range of case
studies providing inspiring ideas from those that have
been successful and some lessons learned to take into
consideration.

© 2017 Grant Thornton UK LLP. All rights reserved.

Key findings from the report:

*Austerity continues to be a key driver for change: social
enterprises are a clear choice where there is an
opportunity to enhance the culture of community
involvement by transferring these services into a
standalone entity at its centre

*The social enterprise model tends to lend itself more to
community services such as libraries, heritage
management and leisure, but not exclusively so

*Social enterprises can open up new routes of funding
including the ability to be flexible on pricing and access
to pro bono or subsidised advice

*Some local authorities have converted exiting models
into social enterprises; for example where a greater focus
on social outcomes has been identified

Striking a balance between financial and social returns

If you are a local authority looking to transition a public
service to a social enterprise model certain factors will be key
to your success including: leadership, continuing the culture,
branding, staff reward and secure income stream.

Download our guide to explore how to handle these factors
to ensure success, the requirements for setting up a social
enterprise; and how social enterprise can be ended. The guide

Grant Thornton publications

WNLDAD

A guide to setting up a social en-
terprise

Owaminod DU [14800] -

)

iy

I

% r
N\ g
s

http://www.grantthornton.co.uk/en/insight

also showcases a number of compelling case studies from

s/a-guide-to-setting-up-a-social-

local authorities around England, featuring inspiring ideas
from those social enterprises that have been a success; and
lessons learned from those that have encountered challenges.

enterprise/
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Audit Committee progress report and update — North Devon District Council

The Board: creating and protecting Grant Thornton publications

value

In all sectors, boards are increasingly coming under
pressure from both the market and regulators to improve
their effectiveness and accountability. This makes
business sense given a strong governance culture in the
boardroom produces better results, promotes good
behaviour within the organisation and drives an
organisation’s purpose.

Grant Thornton’s new report “The Board: creating and
protecting value’ is a cross- sector review of board
effectiveness, based on a survey of executives and non-
executives from a range of organisations including
charities, housing associations, universities, local
government, private companies and publically listed
companies.

It considers the challenges faced by boards, ways in
which they can operate more effectively; and how to
strike the right balance between value protection and
value creation.

skills into four areas: Directorship, Leadership,
Management and Assurance. This powerful tool provides
a framework (see graph 1) with which to evaluate how
well an organisation is performing in balance of skills and
understanding of roles; and responsibilities between the
executive and Board. It helps align risk (value protection)
and opportunity (value creation) with overarching
strategy and purpose.

© 2017 Grant Thornton UK LLP. All rights reserved.

Value creation

Directorship

How well do the non-executives:

.

dasign, debots and decids the
organisation’s futurs?

nspire and guide the executive
to reafise the organisotion’s
purpose?

provide support to the
Quacutives?

Assurance
How well do the non-executives:

.

Value protection

This report uses the DILMA analysis which categorises ~ Source: The Board: Creating and protecting value, 2017, Grant Thornton

moniter financial, compliance
and business indicators?
SNSUTS APETORAGTE Processes
ars in plocs to manage risk?
have oversight of the exscutive
team?

Leadership
How well do the executives:

*  Make decisions aligned with
reolising the organisation’s
purpoga?

+ Inspire and motivats employses
to realise tha organisation’s
purpose?

«  modl the values of the
organisation?

Management

How well do the sxecutives:

« et goals, creating plans
ond ollocating resources to
achievs them?

+ effectively ossign roles ond
responsibilities?

» Focus on doy-to-day tasks and
ragources nesded to deliver

strotegic aims?

http:/ /www.grantthornton.co.uk/globalassets/1.-member-
firms/united-kingdom/pdf/publication/board-effectiveness-
report-2017.pdf
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International Consortium on
Governmental
Financial Management

Introduction

Grant Thornton and the International Consortium on Governmental Financial Management ICGFM)
partner every other year to perform an international survey of Public Financial Leaders.

In 2015 the theme was innovation in public financial management. This year’s survey has been designed to
identify and describe emerging issues around transparency and citizen engagement — building on the themes
highlighted in the 2015 report.

The insights will be published in a report later in 2017 and we would be delighted if you were able to spend
some time completing the brief on-line questionnaire which can be found here. Your Audit Manager will be
able to provide you with a link to the survey if required.

Please note that the ICGFM and Grant Thornton will not identify, or attribute thoughts and quotations to,
individual survey respondents in the final 2017 report. This preserves your anonymity, so please respond
freely, honestly and openly.

© 2017 Grant Thornton UK LLP. All rights reserved.

We have again partnered with the
ICGFM to survey Financial Leaders

osunt‘lhormm

An iratiees for grawth’
Innovation mn public
financial management
in an increasingly complex and
uncertan environment

Gotel francidl mesgersast saders serwy 2ES
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0 GrantThornton

An instinct for growth

© 2017 Grant Thornton UK LLP. All rights reserved

‘Grant Thornton’ refers to the brand under which the Grant Thornton member firms
provide assurance, tax and advisory services to their clients and/or refers to one or
more member firms, as the context requires.

Grant Thornton UK LLP is a member firm of Grant Thornton International Ltd
(GTIL).GTIL and the member firms are not a worldwide partnership. GTIL and each
member firm is a separate legal entity. Services are delivered by the member firms.
GTIL does not provide services to clients. GTIL and its member firms are not agents
of, and do not obligate, one another and are not liable for one another’s acts or
omissions.

grantthornton.co.uk

© 2017 Grant Thornton UK LLP. All rights reserved.
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northdevon

COUNCIL

AUDIT COMMITTEE WORKSHOP

QUESTIONNAIRE TO ASSESS

EFFECTIVENESS OF THE AUDIT

COMMITTEE

AUDIT COMMITTEE QUESTIONNAIRE 2017

6 Questionnaires received — Summary of responses / comments below

ESTABLISHMENT, OPERATION AND DUTIES

Role and remit

Priority

Issue

Yes

No

N/A

Comments/action

1

Does the Audit Committee
have written terms of
reference?

6

Do the terms of reference
cover the core functions of
an audit committee as
identified in the CIPFA
guidance?

Are the terms of reference
approved by the council
and reviewed periodically?

Has the Audit Committee
been provided with
sufficient membership,
authority and resources to
perform its role effectively
and independently?

Can the Audit Committee
access other committees
and full council as
necessary?

Does the authority’s
statement on internal
control include a
description of the audit
committee’s establishment
and activities?






ESTABLISHMENT, OPERATION AND DUTIES

Role and remit

Priority | Issue Yes |No | N/A | Comments/action
2 Does the audit committee |5 e But only through this
periodically assess its own guestionnaire and
effectiveness? subsequent discussion
2 Does the audit committee | 6 e However, there are no
make a formal annual preset performance
report on its work and standards against which to
performance during the judge how well it has done
year to full council?
Membership, induction and training
1 Has the membership of 6 e Some members rarely
the audit committee been attend
formally agreed and a
quorum set?
1 Is the chair independent of | 6
the executive function?
1 Has the Audit Committee | 6
chair either previous
knowledge of, or received
appropriate training on,
financial and risk
management, accounting
concepts and standards,
and the regulatory
regime?
1 Are new Audit Committee | 6
members provided with an
appropriate induction?
1 Have all members’ skills 3 1 e | don'’t recall (being)
and experiences been individually assessed by
assessed and training anyone others than group
given for identified gaps? leaders?
e May need to address this
¢ I’'m not sure this applies to
all members
Only 4 responses for this question
1 Has each member 5 1 e | don’t recall doing this

declared his or her
business interests?






2 Are members sufficiently 6
independent of the other
key committees of the
council?

Meetings

1 Does the Audit Committee | 6

meet regularly?

ESTABLISHMENT, OPERATION AND DUTIES

Role and remit

Priority Issue Yes |No | N/A | Comments/action
1 Do the terms of reference | 6
set out the frequency of
meetings?
1 Does the Audit Committee | 6
calendar meet the
authority’s business
needs, governance needs
and the financial
calendar?
1 Are members attending 4 1 e Could be better. But always
meetings on a regular guorate.
basis and if not, is e Not all members regularly
appropriate action taken? attend meetings. One
Councillor has only attended
one of the last six meetings
and left that one early. |
don’t know if any action has
been taken.
Only 5 responses for this question
1 Are meetings free and 6
open without political
influences being
displayed?
1 Does the authority’s S151 | 6
officer or deputy attend all
meetings?
1 Does the Audit Committee | 6 e CEO and Head of Legal

have the benefit of
attendance of appropriate
officers at its meetings?

together with invited
officers.






INTERNAL CONTROL

1

Does the Audit Committee
consider the findings of
the annual review of the
effectiveness of the
system of internal control
(as required by the
Accounts & Audit
Regulations) including the
review of the effectiveness
of the system of internal
audit?

Does the Audit Committee
have responsibility for
review and approval of the
SIC and does it consider it
separately from the
accounts?

Not sure

Only 4 responses for this question

ESTABLISHMENT, OPERATION AND DUTIES

Role and remit

Priority

Issue

Yes

No

N/A

Comments/action

1

Does the Audit Committee
consider how meaningful
the AGS is?

5

Only 5 responses for this question

Does the audit committee
satisfy itself that the
system of internal control
has operated effectively
throughout the reporting
period?

Has the Audit Committee
considered how it
integrates with other
committees that may have
responsibility for risk
management?

Not sure

Only 5 responses for this question

Has the Audit Committee
(with delegated
responsibility) or the full
council adopted
“‘Managing the Risk of
Fraud — Actions to
Counter Fraud and
Corruption?”

| don’t know but | expect we
have

Only 5 responses for this question






Does the Audit Committee
ensure that the “Actions to
Counter Fraud and
Corruption” are being
implemented?

Is the Audit Committee
made aware of the role of
risk management in the
preparation of the internal
audit plan?

Does the Audit Committee
review the authority’s
strategic risk register at

least annually?

ESTABLISHMENT, OPERATION AND DUTIES

Role and remit

Priority

Issue

Yes

No

N/A

Comments/action

2

Does the Audit Committee
monitor how the authority
assesses its risk?

6

Do the Audit Committee’s
terms of reference include
oversight of the risk
management process?

It has oversight of the
Corporate Risk Register but
only oversees service and
project risks through audit
reports.

FINANCIA

L REPORTING AND REGULATORY MATTERS

1

Is the Audit Committee’s
role in the consideration
and/or approval of the
annual accounts clearly
defined?

6

Does the Audit Committee
consider specifically: « the
suitability of accounting
policies and treatments
major judgments made ¢
large write-offs « changes
in accounting treatment «
the reasonableness of
accounting estimates the
narrative aspects of
reporting?






Is an Audit Committee
meeting scheduled to
receive the external
auditor’s report to those
charged with governance
including a discussion of
proposed adjustments to
the accounts and other
issues arising from the
audit?

Does the Audit Committee
review management’s
letter of representation?

Only 4 responses for this question

Does the Audit Committee
annually review the
accounting policies of the
authority?

e Not separately but as part of
the final accounts.

ESTABLISHMENT, OPERATION AND DUTIES

Role and remit

Priority

Issue

Yes

No

N/A

Comments/action

2

Does the Audit Committee
gain an understanding of
management’s procedures
for preparing the
authority’s annual
accounts?

Does the Audit Committee
have a mechanism to
keep it aware of topical
legal and regulatory
issues, for example by
receiving circulars and
through training?

INTERNAL

AUDIT

1

Does the Audit Committee
approve, annually and in
detail, the internal audit
strategic and annual plans
including consideration of
whether the scope of
internal audit work
addresses the authority’s
significant risks?






Does internal audit have
an appropriate reporting
line to the audit
committee?

Does the Audit Committee
receive periodic reports
from the internal audit
service including an
annual report from the
Head of Internal Audit?

Are follow-up audits by
internal audit monitored by
the Audit Committee and
does the committee
consider the adequacy of
implementation of
recommendations?

ESTABLISHMENT, OPERATION AND DUTIES

Role and remit

Priority

Issue

Yes

No

N/A

Comments/action

1

Does the Audit Committee
hold periodic private
discussions with the Head
of Internal Audit?

6

e As needed

Is there appropriate
cooperation between the
internal and external
auditors?

Does the audit committee
review the adequacy of
internal audit staffing and
other resources?

Has the audit committee
evaluated whether its
internal audit service
complies with CIPFA’s
Code of Practice for
Internal audit in Local
Government in the United
Kingdom?

e Not sure

Only 5 responses for this question

Are internal audit
performance measures
monitored by the audit
committee?

e But | don’t think the
measures tell the committee
anything much.

Only 5 responses for this question






Has the audit committee
considered the information
it wishes to receive from
internal audit?

EXTERNA

L AUDIT

1

Do the external auditors
present and discuss their
audit plans and strategy
with the audit committee
(recognizing the statutory
duties of external audit)?

Does the Audit Committee
hold periodic private
discussions with the

external auditor?

ESTABLISHMENT, OPERATION AND DUTIES

Role and remit

Priority

Issue

Yes

No

N/A

Comments/action

1

Does the Audit Committee
review the external
auditor’s annual report to
those charged with
governance?

Does the Audit Committee
ensure that officers are
monitoring action taken to
implement external audit
recommendations?

Are reports on the work of
external audit and other
inspection agencies
presented to the
committee, including the
Audit Commission’s
annual audit and
inspection letter?

Because there isn’t an Audit
Commission. Perhaps these
guestions could be
reviewed?

Does the Audit Committee
assess the performance of
external audit?

Only 5 responses for this question

Does the Audit Committee
consider and approve the
external audit fee?






ADMINISTRATION

Agenda management

1

Does the audit committee
have a designated
secretary from
Committee/Member
Services?

Are agenda papers
circulated in advance of
meetings to allow
adequate preparation by
audit committee
members?

Are outline agendas
planned one year ahead
to cover issues on a
cyclical basis?

ESTABLISHMENT, OPERATION AND DUTIES

Role and remit

Priority Issue Yes |No | N/A | Comments/action
2 Are inputs for Any Other 4 1 e Thereis no AOB
Business formally e Not sure
requested in advance from e AOB items are usually
committee members, identified at the Chairman’s
relevant officers, internal Meeting and members are
and external audit? advised before we meet. All
Committee members can
request an item to be
included at any time.
Only 5 responses for this question
Papers
1 Do reports to the Audit 6
Committee communicate
relevant information at the
right frequency, time, and
in a format that is
effective?
2 Does the Audit Committee | 5 e Not a proforma but the

issue guidelines and/or a
proforma concerning the
format and content of the
papers to be presented?

format is occasionally
reviewed and amended.

Only 5 responses for this question






Actions arising

1

Are minutes prepared and
circulated promptly to the
appropriate people?

Only 5 responses for this question

Is a report on matters
arising made and minuted
at the audit committee’s
next meeting?

Do action points indicate
who is to perform what
and by when?







Audit Committee Work Programme 2017/18

This work programme provides structure for the Audit Committee to ensure it receives reports and updates at the
appropriate meetings throughout the year. It is reviewed and updated at each committee meeting.

9/5/17 4l7/17 5/9/17 7/11/17  9/1/18 6/3/18

North Devon Council items

Review of the Committee’s
Terms of Reference

Annual Review of the
Committee’s effectiveness
Half Yearly Report of the Chair
of the Audit Committee.
Annual Governance
Statement

Statement of Accounts

Corporate Risk Register

Major changes to Accounting
Policies Management
procedures to be reported by
the Head of Resources

Review on Governance
Arrangements

21:21 Phase 2 Report

Update on Business
Continuity

Audit Committee Training
Session






417117 5/9/17 7/11/17  9/1/18 6/3/18

Internal Audit items

Internal Audit Annual report

Internal Audit Strategy and
Plan

Internal Audit Charter (Once a
year)

Internal Audit Report
— IT Asset Management

External Audit items

External Audit Fee Letter

Audit Findings Report

External Audit Annual Audit
Letter

External Audit Plan

External Audit Letter of
Representation

Certification Work Report

External Audit Progress
Report

Standing Items

Internal Audit Progress Report

Audit Recommendation
Tracker

Work Programme
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COUNCIL

NORTH DEVON DISTRICT COUNCIL

REPORT TO: AUDIT COMMITTEE
Date: 9" January 2018
TOPIC: AUDIT RECOMMENDATION TRACKER

REPORT BY: HEAD OF CORPORATE AND COMMUNITY
SERVICES

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 5™ September 2017 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  Since the last meeting the number of recommendations now tracked has risen to 1,155.





4.3

Table A) Live Audit Reports, Status & Numbers

Code Title Status Progress High Medium | Low Risk
Risk Risk
14 AP Action Plan 2013/14 @ overdue 92% 0 1 1
14 E&D Equality & Diversity 2013/14 3 In Progress 50% 0 1 2
15 AH Affordable Housing 2014/15 @ Overdue 85% 0 1 4
15 APAP Audit Plan Action Plan YR End Mar 2015 @® Overdue 92% 0 1 1
15 DR Disaster Recovery 2015/16 P in Progess 89% 0 6 0
15 HN (CBL) Housing Needs (Choice Based Lettings) 2015/16 Overdue 60% 0 1 0
15 PSR (DFG) Private Sector Renewal (Disability Facilities Grants) P in Progress 90% 0 1 2
2015/16
16 BCM Business Continuity Management 2015/16 P 1n Progress 80% 0 8 1
16 EP Emergency Planning 2015/16 In Progress 82% 0 5 6
16 CSC Customer Service Centre 2015/2016 P In Progress 64% 0 1 4
16 CC Cash Collection 2015/16 P n Progress 95% 0 0 2
16 HN (CBL) Housing Needs (Choice Based Lettings) 2016/17 In Progress 85% 0 0 5
16 PL Planning Applications 2015/16 In Progress 91% 0 3 0
16 SP Severance Packages 2015/16 In Progress 50% 0 1 1
16 C&CE Contracts and Capital Expenditure Pn Progress 50% 0 2 1
17 C Creditors (including ordering process) 2016/17 In Progress 88% 0 0 4
17 ITAM IT Asset Management 2016/17 In Progess 87% 1 6 0
17 CS Cyber Security 2016/17 In Progress 51% 0 3 3
17D Debtors 2017/18 In Progress 66% 0 0 3
17 HB Housing Benefits 2017/18 In Progress 50% 0 0 2
17 P Payroll 2017/18 Overdue 0% 0 0 1
17 SRR Security Review Report 2017/18 Pn Progress 0% 4 5 0
17 T™M Treasury Management 2017 > In Progress 66% 0 1 2
17 CT & NDR Council Tax and National Non-Domestic Rates 2017/18 ®n Progress 50% 0 2 0






Table B) Audit recommendations setting completed since the last Audit Committee

Recommendation Closure Note Original Due |[Completed
Date Date

16 BCM 06 Property Closure Note: All significant moves are completed, office layouts for BEC, Lynton House, [30-Sep-2017 |19-Oct-2017
Details & lifracombe Centre and all network point numbers overlaid.

All plans are held in Fireproof Safes along with Business Continuity Service Resumption

Plans.
17 ATAM 01 IT Asset Closure Note: A new Policy was produced incorporating review dates and version control |30-Sep-2017 |06-Sep-2017
Management Policy and |built in. This Policy was approved by SMT 05/09/2017. This will now be published and
Procedure disseminated to all staff in NDC. A review of this Policy will be scheduled with the ICT

Service Desk. The Audit Committee also requested that staff are provided with a cut down

version of the Policy and asked to sign to say they have read and understand the

procedures.
17 ATAM 02 IT Asset Closure Note: A clear lifecycle approach has been incorporated into the IT Asset 30-Sep-2017 |06-Sep-2017
Management Lifecycle Management Policy. Each year the ICT Team will produce a PAG Bid for the IT Assets
Procedure both hardware and software required for the next financial year.
17 ATAM 03 Closure Note: Formal responsibilities have been defined and built into the IT Asset 30-Sep-2017 |06-Sep-2017
Responsibility for Asset Management Policy. Additional staff in the Infrastructure Team have been involved in the
Management development of the Policy and fully trained to ensure there isn't a single point of failure.
17 ATAM 06 Asset Loss |Closure Note: The IT Asset Management Policy now has a clear process for lost, stolen or [30-Sep-2017 |06-Sep-2017
Procedures missing assets. This will be emphasised in the cut down version that staff will be asked to

sign.
17 ATAM 07 Asset Closure Note: All future disposals of assets will be listed by each asset number and the 30-Sep-2017 [06-Sep-2017
Disposal Procedure company used to cleanse and / or dispose of those assets will be required to sign a

confirmation stating that each one of those assets has been appropriate destroyed,

providing us with an audit trail.
17 CT&NDR 01 Policies |Closure Note: This action is now complete as all policies / procedures have been reviewed [31-Aug-2017 |12-Oct-2017
and Procedures certified |and updated.
as current.
17 RM&CG 02 Closure Note: Service Risk Registers have been reviewed and taken through SMT 31-Oct-2017 |13-Dec-2017
Completeness of Service
Risk Registers
17 TM 01 Contract for Closure Note: Agreed, since the audit the contract has been added to the Council’s 16-Oct-2017 [18-Oct-2017

Treasury Consultancy
Services

contract register






Table C) Outstanding Audit Recommendations where Head of Service have requested a revision to the due date’

Requested revised due date +

Original Due

Code Description Progress latest note Date Due Date
Housing Waiting List Review
15 HN (CBL) 01 |The Housing team should undertake a review
Housing Team to |of all applicants to:
review the Confirm that the details on the register
housing waiting |are still correct i i .
list to confirm Check whether there have been any iﬁt?}li?aigézEg?f\évi?/lepr);?:r?z? ongoing
details are still changes in an applicant’s circumstances .
correct / change Confirm that the applicant wants to stay | G0% 'f Do(;?:irgss(tgommg:zrurgsgérifrr]\gg;ion) 31-Oct-2015 |30-Jun-2017
in circumstances, |on the housing register. The Housing team Ele Lest due%ateyamendment to '
that they wish to [should also contact, or at least review, all 31% 18
remain on the applicants in Band B every 6 months, e
register + review |although this would exclude those for
all Band B every |prevention of homelessness or statutory
6 months homelessness as these are reviewed weekly
as standard.
19-Oct-2017 This recommendation is
being reviewed alongside other

16 C & CE 02 The Council's contract procedure guidance cor:lstllteut'gc:jnsl r:;}itteerrusj vgp ;ﬁz m!aggial
Due Diligence of |should include the due diligence of 50% ;;]' P y 30-Sep-2016 |31-Jul-2017

Consultants

consultants.

ar.

Request for revised due date: 31
March 2018

! Where possible show what if any progress has been made since the last time the recommendation was reported.

4






The Council should consider prioritising their

22-Sep-2017 Although we have
replaced Lagan with Firmstep and it has
the functionality to integrate with the
back office, once again, Recycle More

16 CSCO51T review for the procurement of a new frgs held this up as the first integration
0 -ADr- -ADI-
Syste_m . Customer Relationship Management (CRM) IL-iﬁjNith Bartec and we’re still working on 30-Apr-2017  130-Apr-2017
functionality
system. that. Next year we hope to carry out
some integration with Revs and Bens.
Request revised due date: 30
September 2018
Table D: Outstanding Audit Recommendations
Code Description Progress Latest Note Cilgfine] Due Date
Due Date
NIL






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.

2013/14 AGS action plan is 98 % complete
2014/15 AGS action plan is 96 % complete

6. Constitution Context
Appendix and Referred or
paragraph 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: Sarah Higgins  Date: 13" December 2017
Reference: Audit Recommendation Report January 2018 V.1.0
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Table E: Annual Governance Statement

Code Description Status Progress Bar Latest Note ggtgelnal s Due Date
06-Sep-2017 At the Audit Committee
To have in place an 06 September it was agreed that the
14 AGS 02 Review & | = Fan o | 90% | |due date for this recommendation
update the IT Disaster 0”3 0 dgal with B in Progress should be aligned with the revised 31-Mar-2015 30-Apr-2018
Recovery Plan policy . No Change dates for business continuity, as this
major ICT risks .
piece of work needs to be completed
prior to the DR plan being updated.
15 AGS 08 Complete 12-Jan-2017 There are some 2015/16
audit recommendations . Overdue | | 75% | |audit recommendations outstanding 31-Mar-2016 31-Mar-2016
to comply with agreed that are currently still being working
deadlines No Change on.
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