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This report provides an overview of the work carried out by internal audit in the fourth

quarter of 2017/18 (to date). The report also includes information on progress against the

agreed audit plan, performance indicators and previous audit recommendations

Recommendations:

The Committee is requested to
(i) note the progress against the audit plan for 2017/18; and
(i) receive the final audit reports as outlined in paragraph 2.2

(i)  approve the carry forward of three audit assignments to the 2018/19 audit plan

as outlined in paragraph 3.3 and Appendix 1.

Tracking

Audit Committee: 19 March 2018
Scrutiny Panel: Not applicable
Council: Not applicable




1.2

1.3

2.2

2.3

BACKGROUND INFORMATION

Management is responsible for establishing effective systems of governance, risk
management and internal controls. It is the responsibility of management to
establish appropriate arrangements to confirm that their systems are working
effectively, that all information within them is accurate and that they are free from
fraud or error.

Internal Audit’s role is to provide independent assurance to senior management and
Audit Committee over the adequacy and effectiveness of management’s
arrangements for governance, risk management and internal control.

This report summarises the work carried out by Internal Audit in the period from
April 2017 to March 2018.

PROGRESS AGAINST AUDIT PLAN
Progress against the 2017/18 Audit plan is shown at Appendix 1.

There have been 3 audit reviews completed in the third quarter and 1 follow up
completed. These are detailed below and reports are provided.

Review Area Assurance Level
Flexitime and Toll Reasonable

Arts Centre (Old Fire Station) Partial

Housing Benefits and Council Tax Reduction Substantial

IT General Controls (Follow Up of Grant Thornton N/A

Review)

Internal Audit resource was also utilised on the following during Q3:

¢ Internal Investigation — A further 9 days of audit time has been utilised on the
internal investigation referred to at the previous committee meeting, which is now
closed. The investigation related to an allegation regarding an undisclosed
conflict of interests. The investigation upheld the allegation, which was also
judged to have resulted in a loss of income for the Council. Disciplinary action
has been taken by the authority. The decision was initially appealed, but the
appeal was subsequently withdrawn.

e Counter Fraud Training — Internal Audit delivered a short training session for
Officers as part of the Council’s Ethical Governance Programme.

PERFORMANCE INDICATORS

In order to provide an effective internal audit service, there needs to be an effective
measure of the performance it achieves. The table below shows progress against
the indicators agreed for 2017/18.



Indicator Target | Actual (Q3) | Commentary

Planned Audits Completed 95% 60% 18/30 reviews finalised.

(Annual) | (To Date)
Audit Scopes Agreed 100% 100% 16 Scopes issued (all agreed)
Draft Reports issued by 80% * Indicator to be revised for 2018/19
agreed deadline
Timely issue of Final 80% 93% 14/15 reports issued within 8 days of
Reports (within 8 days of response.
management response)
Recommendations agreed 95% 100% All recommendations agreed.
Assignment completion 50% 55% 10/18 reviews within budget (Overall
within allocated resource 244 audits days have been utilised

against 230 planned days).

Quality Assurance checks 100% 100% Audit Control Sheets completed for all
completed finalised reviews.
Customer satisfaction 80% 100% 3 returns received to date
survey feedback (scored
as good)
Efficiency 80% 83%

(Chargeable time)

3.2

3.3

It is anticipated that 27 reviews will be completed (to draft report) by 31 March
2018 (90% of the Internal Audit Plan). This is a slight shortfall against the target of
95% due to more resource than planned (53 actual days against a planned 20)
being required for counter-fraud work.

Three reviews are unlikely to completed by the end of the year. Approval is
requested that these assignments are carried forward into the 2018/19 Internal
Audit Plan:

e Safeguarding (deferred due to change in management)
e Garage (deferred due to long term absence)
e Records Management Follow Up

AUDIT RECOMMENDATIONS

Appendix 2 shows a summary position of outstanding audit recommendations and
progress made against implementing these. Once the agreed implementation date
has passed, internal audit will ask the responsible officer for an update of progress.
The responses will then be reported to the next available Audit Committee meeting
and, if implemented, will then be removed from the list so that only outstanding
recommendations remain. Where the recommendations relate to a partial
assurance audit, these will be subject to a formal follow up and will be reported back
to Audit Committee separately. New recommendations will be added to the list once
final reports are agreed.




4.2  Three formal follow-up reviews are currently in progress. Management responses
have been received and are currently being tested to ensure audit
recommendations have been fully implemented.

5 EXTERNAL QUALITY ASSESSMENT

5.1 In accordance with the Public Sector Internal Audit Standards the Internal Audit
department is required to have a full external assessment of compliance with the
Audit Standards. Assessments must be done at least once every five years by a
qualified, independent assessor from outside the organisation.

5.2 Following a procurement exercise the City Council have appointed CIPFA to carry
out a review in 2018.

5.3 A preliminary readiness review was carried out in January 2018. Informal feedback
from the assessor was positive, indicating that the right documentation and
processes are in place for the team. Some suggested improvements were made
regarding the Internal Audit Charter which have subsequently been included for
2018/19. (see separate report RD50/17 considered elsewhere on the agenda)

5.4  Afull assessment is scheduled for April 2018. Findings from the review will be
reported to the Audit Committee in 2018/19.

6. CONSULTATION

6.1 not applicable

7. CONCLUSION AND REASONS FOR RECOMMENDATIONS
The Committee is asked to

(1) note the progress against the audit plan for 2017/18; and

(i) receive the final audit reports as outlined in paragraph 2.2

(i)  approve the carry forward of three audit assignments to the 2018/19 audit
plan as outlined in paragraph 3.3 and Appendix 1

8. CONTRIBUTION TO THE CARLISLE PLAN PRIORITIES

8.1 To support the Council in maintaining an effective framework regarding governance,
risk management and internal control which underpins the delivery the Council’s
corporate priorities and helps to ensure efficient use of Council resources.

Contact Officer: Steven Tickner Ext: 7280

Appendices Appendix 1 — Progress against Audit Plan and Timeline of

attached to report: audits

Appendix 2 — Audit Reports issued in Quarter 1
Appendix 3 — Progress against previous Audit
Recommendations



Note: in compliance with section 100d of the Local Government (Access to
Information) Act 1985 the report has been prepared in part from the following
papers:

* None

CORPORATE IMPLICATIONS/RISKS:

Community Services — not applicable

Economic Development — not applicable

Governance & Regulatory Services — In accordance with the terms of reference of the
Audit Committee, Members must consider a summary of internal audit activity and

summaries of specific internal audit reports. This report fulfils that requirement.

Corporate Support and Resources — Contained within the report
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