clll

P central midlands audit partnership

Ashfield District Council —
Audit Progress Report

Audit Committee: 20th July 2016




Our Vision

Through continuous improvement, the central
midlands audit partnership will strive to provide cost
effective, high quality internal audit services that
meet the needs and expectations of all its partners.
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Audit Committee: 20t July 2016

Ashfield District Council — Audit Progress Report

Infroduction
Role of Internal Audit

The Internal Audit Service for Ashfield District Council is now provided by
the Central Midlands Audit Partnership (CMAP). The Partnership
operates in accordance with standards of best practice applicable to
Infernal Audit (in particular, the Public Sector Internal Audit Standards —
PSIAS). CMAP also adheres to the Internal Audit Charter.

The role of internal audit is to provide independent assurance that the
organisation’s risk management, governance and intfernal confrol
processes are operating effectively.

Recommendation Ranking

To help management schedule their efforts to implement our
recommendations or their alternative solutions, we have risk assessed
each control weakness idenfified in our audits. For each
recommendation a judgment was made on the likelihood of the risk
occurring and the potential impact if the risk was to occur. From that risk
assessment each recommendation has been given one of the following
rafings:

e  Critical risk.

e Significant risk.

e Moderate risk

e Low risk.
These ratings provide managers with an indication of the importance of
recommendations as perceived by Audit; they do not form part of the
risk management process; nor do they reflect the timeframe within

which these recommendations can be addressed. These matters are sfill
for management to determine.

Control Assurance Definitions

Summairies of all audit reports are to be reported to Audit Committee
together with the management responses as part of Internal Audit’s
reports to Committee on progress made against the Audit Plan. All audit
reviews will contain an overall opinion based on the adequacy of the
level of internal control in existence af the time of the audit. This will be
graded as either:

e None - We are not able to offer any assurance. The areas
reviewed were found o be inadequately controlled. Risks were
not being well managed and systems required the infroduction or
improvement of internal controls fo ensure the achievement of
objectives.

e Limited - We are able to offer limited assurance in relation to the
areas reviewed and the controls found to be in place. Some key
risks were not well managed and systems required the
infroduction or improvement of internal controls to ensure the
achievement of objectives.

¢ Reasonable - We are able to offer reasonable assurance as most
of the areas reviewed were found to be adequately controlled.
Generally risks were well managed, but some systems required
the infroduction or improvement of internal controls to ensure the
achievement of objectives.

¢ Comprehensive - We are able to offer comprehensive assurance
as the areas reviewed were found to be adequately controlled.
Internal controls were in place and operating effectively and risks
against the achievement of objectives were well managed.

This report rating will be determined by the number of control
weaknesses idenftified in relation to those examined, weighted by the
significance of the risks. Any audits that receive a None or Limited
assurance assessment will be highlighted to the Board in Audit’s progress
reports.
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Audit Coverage

Progress on Audit Assignments

The following table provides the Board with information on how audit assignments were progressing as at 30t June 2016.

2016-17 Audit Plan Assignments Type of Audit Current Status % Complete Level of Assurance
Data Quality & Performance Management Governance Review Not Allocated 0%
Main Accounting Systems 2016-17 Key Financial System Not Allocated 0%
Treasury Management Key Financial System Not Allocated 0%
Creditors Key Financial System Not Allocated 0%
Housing Benefit & Council Tax Support Key Financial System Not Allocated 0%
Council Tax Key Financial System Not Allocated 0%
NDR Key Financial System Not Allocated 0%
Refuse Collection / Recycling / Trade Waste Systems/Risk Audit In Progress 10%
Safeguarding Governance Review In Progress 60%
New Cross Initiative Systems/Risk Audit In Progress 75%
Leisure Centres Systems/Risk Audit Allocated 0%
Business Continuity & Emergency Planning Systems/Risk Audit Not Allocated 0%
PCI Compliance Systems/Risk Audit Allocated 5%
IT Applications IT Audit Not Allocated 0%
Email Security IT Audit In Progress 50%
Payroll Systems/Risk Audit Allocated 20%
Ethical Processes & Payments (Members & Officers Systems/Risk Audit Not Allocated 0%
Audit Plan Assignments B/fwd from 2015-16
Ashfield - Main Accounting (MTFP) Key Financial System In Progress 75%
Ashfield - Risk Management Governance Review Final Report 100% Reasonable
Ashfield DC - Revenues Systems Overview Key Financial System Final Report 100% Reasonable

Summairies of all the assignments finalised since the last Committee meeting follow.

am Page 4 of 11
P central midlands audit partnership



Audit Committee: 20t July 2016

Ashfield District Council — Audit Progress Report

Audit Coverage

Progress on Audit Assignments Chart

Number of Audit

0
Awaiting Rewviewed Job
Not L BEELEE LT S_torted Review - but draft Draft Report | Final Report Complete Remowved
not yet Fieldwork . . .
Allocated Fieldwork |report not yet issued issued but no formal |  from Plan
started commenced .
complete issued report
mSernes| 10 3 5 0 0 0 2 0 0
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Audit Coverage
Completed Audit Assignments

Between 39 March 2016 and 30" June 2016, the following audit
assignments reached their conclusion:

¢ Risk Management.

e Revenues Systems 2015-16.

Risk Management
Overall Assurance Rating: Reasonable

This audit focused on reviewing the adequacy of the Risk Management
Framework that was in place at the Council and considering how
effectively risk management has been embedded.

From the 49 key conftrols evaluated in this audit review, 34 were
considered to provide adequate confrol and 15 contained weaknesses.
This report contained 8 recommendations all of which were considered
to present a low risk. The following issues were considered fo be the key
control weaknesses:

e There was a lack of understanding of the mechanics for scoring
and therefore management of risks by officers across the
Council. (Low Risk)

¢ Operational risks were not being reviewed and an update
documented on the Covalent system on a regular basis by the
nominated risk owners, despite prompting by the system. (Low
Risk)

e There had not been any training on risk management delivered
to officers and Councillors in recent years. (Low Risk)

e Conftrol actions implemented were not adequately mitigating
risks identified. (Low Risk)

e Risk Management monitoring and reporting arrangements as
outlined in the Risk Management Strategy and Process

document were not being adhered to. The document also did
not include the monitoring and reporting requirements for the
Audit Committee, in respect of risk management. (Low Risk)

e Reports to Members did not include a section on the implications
associated with Risk. (Low Risk)

e The Council had not determined its current risk maturity level.
(Low Risk)

e There was only limited evidence of adherence to the provisions
for consideration of risks within partnerships, as detailed in the
Partnership Protocol, from the two partnerships considered
during the audit. (Low Risk)

All of the issues raised within this report were accepted. Management
agreed to take actions to address 1 of the issues by July 2016, another 2
by September 2016, another by October 2016 and the remaining 4
issues by March 2017.

Revenues Systems 2015-16
Overall Assurance Rating: Reasonable

This audit focused on limited testing of a sample of key controls, to
provide management with some assurance that there were no
significant weaknesses, within the operation of the Non-Domestic Rates,
Benefits and Cashiering functions. As no assurance work had been
undertaken in the area during the year this audit also sought to gather
sufficient information to allow for an informed report to be made in the
Annual Audit Opinion for 2015/16.

From the 23 key controls evaluated in this audit review, 19 were
considered to provide adequate control and 4 contained partial
weaknesses. During the course of this audit, we identified control issues
in the Cashiering function which were considered to pose only a minor
risk fo the organisation, As such, we have not raised formall
recommendations for management to respond to and we do not
infend to formally follow up any of the issues highlighted. Management
is at liberty to take whatever action it deems necessary to mitigate such
minor risks.
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Audit Performance

Customer Satisfaction

The Audit Section sends out a customer
satfisfaction survey with the final audit report
to obtain feedback on the performance of
the auditor and on how the audit was
received. The survey consists of 11 questions
which require grading from 1 to 5, where 1
is very poor and 5 is excellent. The chart
across summarises the average score for
each guestion from the single response
received between 1st April 2016 and 30th
June 2016. The overall score from the survey
was 53 out of 55.

The overall responses are graded as either:

. Excellent (scores 47 to 55)

e Good (scores 38 to 46)

. Fair (scores 29 to 37)

e Poor (scores 20 to 28)

e Very poor (scores 11 to 19)
The single response received to date

categorised the audit service they received
as excellent.

Customer Satisfaction Survey Results for the Period 1 Apr 16 to
31 May 16
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Audit Performance
Service Delivery (% of Audit Plan Completed)

At fh'z e?ﬁ O,ieg~(1j,:,\momh' AL{Tdh” staff Central Midlands Audit Partnership

n r n . . . .
osimated peroentogs complels. Service Delivery (% of Ashfield DC Audit Plan Completed)
figure for each audit assignment they 25.0%

have been allocated. These figures
are used to calculate how much of
each Partner organisation’s Audit
Plans have been completed to date 20.0%
and how much of the Partnership’s
overall Audit Plan has been

completed.
15.0% |
Shown across is the estimated
percentage complete for Ashfield DC
2016-17 Audit Plan (including
incomplete jobs brought forward) 10.0% |

after approximately 2 months of the
Audit Plan year.

The monthly target percentages are
derived from equal monthly divisions 5.0%
of an annual target of 1% and do
not take into account any variances
in the productive days available

0.0
each month. % Jun
H Cumulative Target 7.6% 15.2% 22.8%
4 Cumulative Actual 6.22% 2.77% 19.72%
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Recommendation Tracking
Follow-up Process

The Council has operated its own procedure for monitoring the
implementation of agreed Audit recommendations. This process will
now be undertaken by Internal Audit.

Internal Audit has developed a bespoke system whereby emails,
automatically generated by our recommendations database, can be
sent to officers responsible for action where their recommendations’
action dates have been exceeded. The emails request an update on
each recommendation’s implementation status, which will be fed back
info the database, along with any revised implementation dates.

Each recommendation made by Internal Audit will be assigned one of
the following “Action Status” categories as a result of our attempts to
follow-up management’s progress in the implementation of agreed
actions. The following explanations are provided in respect of each
“Action Status” category:

e No Progress Information = Action is due and Audit has been
unable to ascertain any progress information from the
responsible officer.

e Future Action Date = Action is not due yeft, so Audit has not
followed up.

¢ Implemented = Audit has received assurances that the agreed
actions have been implemented.

o Superseded = Audit has received information about changes to
the system or processes that means that the original weaknesses
no longer exist.

e Being Implemented = Management is still committed to
undertaking the agreed actions, but they have yet to be
completed. (This category should result in a revised action date)

¢ Risk Accepted = Management has decided to accept the risk
that Audit has identified and take no mitigating action.

Implementation Status Details

Reports to the Board are intended to provide members with an
overview of the current implementation status of all agreed actions to
address the control weaknesses highlighted by audit recommendations
made between 1st April 2016 and 30t June 2016:

. . No
Implemented Impﬁ:::e%te d Acsés[;e d Superseded _progress Acgcl::]ugate Total
information
Low Risk 0 0 0 0 0 8 8
Moderate Risk 0 0 0 0 0 0 0
Significant Risk 0 0 0 0 0 0 0
Critical Risk 0 0 0 0 0 0 0
Totals 0 \ 0 0 0 o 8 8
The table below shows those recommendations not yet implemented
by dept.
Recommendations Not Yet Fi Corporate Chief Economy Envi M
Implemented Hafce Services Executives & Housing (VTGRMER ol
Being Implemented 0 0 0 0 0 0
No progress information 0 0 0 0 0 0
0 0 0 0 0 0

In future Internal Audit will provide Committee with summary details of
those recommendations still in the process of ‘Being Implemented’ and
those that have passed their due date for implementation. We will
provide full details of any moderate, significant or critical risk issues
where management has decided not to take any mitigating actions
(shown in the ‘Risk Accepted’ category above).

C
ﬂ@ central midlands audit partnership

Page 9 of 11



Audit Committee: 20t July 2016

Ashfield District Council — Audit Progress Report

Status of Previous Audit Recommendations
Recommendations Not Implemented

There are a number of Audit Recommendations that were issued and Service Area High Medium Low Total
agreed prior to Ashfield District Council joining the Central Midlands Chief Executive 0 0 0 0
Audit Partnership. These recommendations continue to monitored via Deputy Chief Executive (Resources) 1 1 3 5
the Covalent system and what follows is a summary of the latest Assistant Chief Executive Governance 1 0 0 B
posifion of those recommendations Service Director — Corporate Services 1 2 2 5
The table below provides a summary of the audit recommendations Service Director - Economy 2 0 0 2
made o the 22nd June 2016 and agreed by management, which have Service Director - Environment 0 0 0 0
reached their agreed implantation date, but which currently remain Total 5 3 5 13
outstanding.
The Audit Committee held in June 2011 requested details of all
Previous Years 2015/16 Recommendations individual high level outstanding recommendations to be presented at
Audits Audits outstanding @22nd all future meetings of the Audit Committee. There is currently only one
June 2016 high priority recommendation outstanding and this is detailed in the
_High Priority 1 0 1 following section.
Medium Priority 3 4 7
Low Priority 0 1 1
Total 4 5 9
The table below provides an analysis of those same recommendations,
but split into the relevant service areas.
Service Area ~ High Medium Low Total |
Chief Executive 0 3 0 3
Deputy Chief Executive (Resources) 1 2 1 4
Assistant Chief Executive Governance 0 2 0 2
Service Director — Corporate Services 0 0 0 0
Service Director - Economy 0 0 0 0
Service Director — Environment 0 0 0 0
Total 1 7 1 10
The table following provides an analysis of those previous audif
recommendations agreed which have action dates set in the future.
Page 10 of 11
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High Level Outstanding Recommendations

Audit Recommendations — High Priority Outstanding

@_ﬂnhﬂeld % Manatisi

Procurement

Recom. Mo.

Recommendation

Impl. Date

AUD/1415-13/05

The Councilshould provide definitive instructions to
service areas regarding the procuring of contractors
and issue and awarding of contracts particularby in
relation tothe extent of involvement of the SPU,

Response

It is envisagedthatthe issus oftrainingis an
appropriate topicfor discussionwithinthe proposad
user group. The dedsions made by CMG (see
recommendation 1) regarding procedures far
adwvertising contractsvia the SPU will require
amendment ta Financial Regulations.

1 30-lun-2015 65%

Manager

Dave Greenwood

08-1ul-2016

A reportwas presented to CLT on 167 March 2016, all contracts over £25k - dealt with by Procurement

Unit. Frameworksto be devised for use existingbelow £25k. Procurement strategy hasbeenupdatedto
reflect Carporate Objectives

Comment History

08-Mar-2016

There are a number of procurement matters which require addressing, & report to CLT is to be produced
outlying the key issues, The equalities process has been defined butthere has still been some question as to
the legality of standing list an;lthis matter needs tobe resohved asa priority. Thiswillthen define how bids
from SMEs can be encouraged whilst also a satisfactory evaluation system of suppliers /contractorsis in

place outside Constructionline.

11-5ep-2015

The Group are stillwarking an this

07-1ul-2013

TheInternal procurementuser group isworking on docwmented procedures and Flowcharts, whichwhen

completewillmeetthe requirements of this re commendation.
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