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This report summarises the work carried out by Internal Audit and details the progress
made on delivery of the approved Audit Plan during the first quarter of 2013/14.

Recommendations:

Members are requested to:

Receive this report and note the progress made against the agreed 2013/14

Audit Plan referred to in section 2.

Note the position of the Customer Services review, as detailed in section 3.
Note the position on the follow up of previous audit recommendations as

outlined in section 4.

Receive the 8 completed audit reports referred to in section 5 and attached as

Appendix C to J.

Tracking

Audit Committee

22" July 2013

Overview and Scrutiny:

Not applicable

Council:

Not applicable




1.1

1.2

1.3

2.1

2.2

BACKGROUND

Management is responsible for the system of internal control and should put in
place policies and procedures to ensure that systems are functioning correctly.

Internal Audit examine, appraise and report on the effectiveness of financial and
other risk, governance and internal controls to enable it to provide an opinion on the
adequacy of the control environment and report any significant control issues.

This report summarises the work carried out by Internal Audit and details the
progress made on delivery of the approved Audit Plan during the first quarter of

2013/14.

AUDIT PERFORMANCE AGAINST THE 2013/14 AUDIT PLAN

The 2013-14 Strategic and Annual Risk Based Audit Plans were presented to the
Audit Committee on 15th April 2013 — report RD 06/13 refers.

To assist Members in monitoring the progress made against the agreed 2013/14
Audit Plan, Appendix A illustrates the current position of the Plan up to the end of
June 2013. The position can be summarised as follows:

Actual
Allocated Days
Days (Quarterl)

High Risk 182 70
Value for Money & Efficiency 40 0
Main Financial System 148 8
ICT 25 0
Project Support 20 0
Fraud 25 7
Other 100 29
Total Audit Days 2013-14 540 114

2.2.1 The Plan calls for 540 direct audit days to be delivered in 2013/14 — 114 days (21%)

have been delivered in the first quarter period. Time has been spent on the
following areas:



2.3

3.1

3.2

4.1

4.2

4.3

e 2013/14 audit reviews have been started in the areas of Procurement,
Customer Contact Centre, Fixed Assets, Organisational Development,
Performance Standards and Revenues Recovery.

e Detailed follow up audits have been started on Carlisle Cycleway, Tendering
and Contracting and External Funding.

e 2012/13 NFI review of data matches is ongoing.

e Time has also been spent in this first quarter period, finalising 2012/13 audit
reports which were at draft stage at year end.

Members are asked to note the progress made against the agreed 2013/14 Audit
Plan in quarter 1.

AUDIT OF CUSTOMER SERVICES

It was anticipated the review of Customer Services would be completed in the first
guarter of 2013/14 and ready for report to this Committee. This has not been
possible due to delays in agreeing a start date in Customer Services due to other
work pressures.

This review is now in progress and it is expected to be completed and ready for
report in September 2013.

FOLLOW-UP OF PREVIOUS AUDIT RECOMMENDATIONS

A revised system for the follow up of audit recommendations is how in operation
which utilises Covalent, the corporate performance management system.

It is intended that these revised arrangement places the onus back on to managers
to feedback on the action which they have taken to effectively address each audit
recommendation for which they are assigned responsibility to implement, within the
timescales defined in the action plan.

A report on the position of all follow ups of previous audit recommendations
monitored via Covalent will be prepared for the September meeting of this
Committee.



4.4

5.1

5.2

7.1

Audit reviews which result in partial or limited assurance evaluations are followed up
in detail by Internal Audit. There are 5 ‘partial’ audit reviews from 2012/13 which
have been incorporated into the 2013/14 Plan for formal follow up audits to be
undertaken; 3 of these formal follow up reviews are currently being progressed and
the outcome of each will be reported to a future meeting of this Committee.

REVIEW OF COMPLETED AUDIT WORK

There are 8 audit reports to be considered by Members at this time. Guidance on
the grading of audit recommendations, the audit follow up procedure and audit
assurance ratings is attached as Appendix C.

An abbreviated Management Summary and a copy of the Summary of
Recommendations / Action Plan for each completed audit review listed below has

been provided within appendices C-J.

NB. These audits refer to 2012/13 reviews which have been finalised in 2013/14.

Audit of: Assurance Evaluation

Council Tax and Housing Benefits Substantial Appendix C
Main Accounting System Substantial Appendix D
National Non Domestic Rates Reasonable Appendix E
Market Rents Reasonable Appendix F
IT Service Desk and Problem Management Reasonable Appendix G
Income Management Reasonable Appendix H
Debtors Reasonable Appendix |

Payroll Reasonable Appendix J
CONSULTATION

Not applicable

CONCLUSION AND REASONS FOR RECOMMENDATIONS

It is recommended that Members:

o Receive this report and note the progress made against the agreed 2013/14
Audit Plan referred to in section 2.

o Note the position of the Customer Services review, as detailed in section 3.

o Note the position on the follow up of previous audit recommendations as
outlined in section 4.



o Receive the 8 completed audit reports referred to in section 5 and attached as
Appendix C to J.

8 CONTRIBUTION TO THE CARLISLE PLAN PRIORITIES

7.1. 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: Gill Martin Ext: 7294
Audit Manager
(Shared Internal Audit Service)

Appendices A-J Appendix A —2013/14 Quarter 1 Monitoring Update
attached to report: Appendix B - Grading of Audit Recommendations and
Assurance Evaluations
Appendix C — Audit of Council Tax and Housing Benefit
Appendix D — Audit of the Main Accounting System
Appendix E — Audit of National Non Domestic Rates
Appendix F — Audit of Market Rents
Appendix G- Audit of IT Service Desk & Problem Management
Appendix H — Audit of Income Management
Appendix | — Audit of Debtors
Appendix J — Audit of Payroll

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:
Chief Executive’s — not applicable
Community Engagement — not applicable
Economic Development — not applicable
Governance — not applicable



Local Environment — not applicable
Resources — not applicable






CARLISLE CITY COUNCIL
AUDIT PLAN 2013/14 — Quarter 1

APPENDIX A

Audit Days Assurance
Directorate Audit Area Allocated Status Evaluation
High Risk Reviews
Community Engagement Revenues Recovery (to include Housing Benefit Overpayments) 15 Ongoing
Community Engagement Customer Contact Centre 12 Ongoing
Community Engagement Leisure Services Contract 10
Community Engagement / Economic Development Projects and Partnerships - Stewardship arrangements 20
Governance Electoral Payments 10
Local Environment Carlisle Cycle Way 10 Draft
Local Environment Recycling Contracts 15
Local Environment 'Clean up Carlisle' - Street Cleaning (education &enforcement) 15
Resources Procurement - Tendering and Contracting 20 Draft
Resources External Funding - Compliance and Monitoring Arrangements 15 Ongoing
Corporate Records Management Arrangements 15
Corporate Performance Management - Service Standards 10 Ongoing
Corporate Organisational Development & Corporate Training 15 Ongoing
182
Value for Money and Efficiency Reviews
Corporate Improvement, Efficiency and VFM Programme 20
Corporate Charging and Trading - income generation 20
40
Main Financial System Reviews
Community Engagement Council Tax 12
Community Engagement Housing and Council Tax Benefits 20

Page 8




Community Engagement National Non Domestic Rates 12

Resources Main Accounting System 20
Resources Fixed Assets 15 Ongoing
Resources Creditors 10
Resources Debtors 10
Resources Payroll 12
Resources Treasury Management 10
Resources Income Management 12
Local Environment Car Parking Income 15
148
ICT Reviews
Resources - ICT Connect Project Management 10
Resources - ICT Connect IT Developments - use of electronic forms 15
25
Project Support
Community Engagement Welfare Reform Changes 5
Resources Procurement - ePurchasing 15
20
Fraud
Corporate National Fraud Initiative 15 Ongoing
Corporate Counter Fraud Arrangements / Awareness 10
25
Other Audit Work
Audit Management, Committee, Planning & Reporting 50
Follow Up of Previous Recommendations 10
Contingency 40
Total Audit Days 2013-14 540
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APPENDIX B

Grading of Audit Recommendations and Assurance Evaluations

(2) Audit Recommendations
Each audit recommendation arising from an audit review is allocated a grade in line with the perceived
level of risk. The grading system is outlined below:

GRADE LEVEL OF RISK

A Lack of or failure to comply with a key control leading to a fundamental
weakness and /or non-compliance to statutory requirements and/or unnecessary
exposure of risk to the Authority as a whole (e.g. reputation, financial etc).

B Lack of or failure to comply with a system control leading to a significant system
weakness.
C Lack of or failure to comply with any other control leading to system weakness.

Where audit recommendations are arising from an audit review, a Summary of Audit Recommendations is
attached to the audit report in the form of an Action Plan. This Action Plan is required to be completed by
the lead client officer and provide details of proposed action to be taken to address the recommendation,
the timescales for implementation and name of the responsible officer.

Internal Audit follow up all audit recommendations 6 months after the issue of the final report, with the
exception of the material system reviews which are followed up as part of the next annual audit. When it
is considered that insufficient or no action taken has been taken to address audit recommendations and
there is no good reason to support the lack of action, the matter is reported to the Audit Committee.

(2) Audit Assurance Evaluations

Audit assurance evaluations are applied to each review to assist Members and officers in an assessment
of the overall level of control and potential impact of any identified weaknesses. Internal Audit’'s
assessment of internal control forms part of the annual assessment of the system of control, which is now
a statutory requirement. The assurance evaluation given to an audit area can be influenced by a number
of factors including stability of systems, number of significant recommendations made and impact of not
applying audit recommendations, non adherence to procedures etc. The levels of assurance are:

Level Evaluation

Substantial Very high level of assurance can be given on the system/s of control in operation,
based on the audit findings.

Reasonable Whilst there is a reasonable system of control in operation, there are weaknesses that
may put the system objectives at risk.

Partial Significant weakness/es have been identified in parts of the system of internal control
which put the system objectives at risk.

Limited / None | Fundamental weaknesses have been identified in the system of internal control
resulting in the control environment being unacceptably weak and expose the system
objectives to a high degree of risk.
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