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Report of the Audit Manager – Shared Internal Audit Service
Ward(s) affected: All

1.
Purpose of Report

1.1
To present the draft plan for internal work for 2014/15.

2.
Recommendations

2.1
To discuss and approve the draft plan.

3.
Background Information

3.1
The 2014/15 Internal Audit Plan is the final year of the current agreement for the Harrogate and Craven Shared Internal Audit Service. This is for a three year period – from 1 April 2012 to 31 March 2015. For two years prior to April 2012, the service was provided by Harrogate under a contractual arrangement.

3.2
The reasons why Harrogate and Craven entered into the Shared Service were:-

· To realise further efficiency gains and service improvements for the mutual benefit of both Councils;


· To maintain capacity, resilience and critical mass;


· To ensure service continuity, facilitating better assessment of the direction of travel in achieving improvements to internal controls.

· To ensure flexibility in the delivery of the audit service.

3.3
Craven’s contribution towards the costs of the shared service is £56,250. This is based on 250 days at £225 per day, inclusive of expenses. The agreement provides for an increase to reflect the annual pay award to local government employees.

3.4
The draft audit plan 2014/15 is attached at Appendix A. This sets out the areas, functions or activities at Craven which are to be reviewed and the estimated number of days for each.

4.
Considerations

4.1
Under the new Public Sector Internal Audit Standards, the “Chief Audit Executive” must give an overall opinion on the adequacy and effectiveness of their authority’s internal controls, risk management and governance arrangements. The 2014/15 Internal Audit Plan needs to include a sufficient range of audit work to enable me, as Craven’s Internal Audit Manager, to provide the opinion at the year end in the Annual Internal Audit Report.

4.2
The Audit Plan always includes essential audits which are necessary to underpin the annual external audit or are relatively high risk. Essential audits are annotated as such on the draft plan and total 85 days. The respective scopes of these audits are set out in the Appendix.

4.3
The other annual audit is of Procurement which is planned at 10 days. The 2014/15 audit will be the latest review of creditor spend to ensure compliance with Contract Procedure Rules and the EU Procurement regime, where appropriate. The review will cover the top 20 creditors, together with lower values of £5,000 upwards.

4.4
In risk-assessed systems, the proposed main area of work will be on “Resource Resilience”. This is a strategic review to assess capacity to deliver services with the current staff provision and will include a review of succession planning, sickness absence and benchmarking. The plan will not allow for a review of the whole authority, so there is a need to determine the services on which to focus. Back office services have been suggested. Other audits include information governance, car parking and officer expenses which has been specifically requested by the Committee. This also includes the review of the Museum, Gallery and TIC which had to be deferred from 2013/14 due to other priorities. 
4.5
A provision of 30 days is included for IS. It is proposed to undertake a strategic review rather than select particular areas.

4.6
There is a provision of 9 days for completing audits brought forward from 2013/14. These include the Mechanics Workshop and any further follow-up work on Craven Pool.

4.7
There is a contingency provision of 24 days. These represent a pool of days that can be drawn on during the year.

5.
Implications

5.1
Financial and Value for Money Implications

None

5.2
Legal implications

None

5.3
Contribution to Council Priorities


The delivery of an Internal Audit Service contributes to Council transformation.

5.4
Risk Management


The internal audit function is an integral part of internal control.

5.5
Equality Impact Assessment


The Council’s Equality Impact Assessment Procedure has been followed. An Equality Impact Assessment has not been completed on the proposals as completion of Stage 1 – Initial Screening of the Procedure identified that the proposed policy, strategy, procedure or function does not have the potential to cause negative impact or discriminate against different groups in the community based on age, disability, gender, race/ethnicity, religion or religious belief (faith), sexual orientation or rural isolation.
6.
Consultation with Others


Corporate Head (Financial Management and S151 Officer), Corporate Leadership Team.

7.
Access to Information: Background Documents


None.

8.
Author of the Report


Martin Helm, Audit Manager, Craven District Council and Harrogate Borough Council Shared Internal Audit Service.


Note: Members are invited to contact the author in advance of the meeting with any detailed queries of questions.

9.
Appendices


Appendix A – Draft Internal Audit Plan 2014/15.
2014/15 DRAFT AUDIT PLAN



APPENDIX A
	Audit
	Days
	Comments

	Annual Audits
	
	

	Benefits
	25
	Essential Audit to be undertaken in Q3/Q4. No planned HB changes in 2014/15 therefore no change in scope i.e to give assurance that the right people receive the correct benefit at the correct time.

	Procurement Creditor Spend Reviews
	10
	Can be undertaken in Q2 or Q3. To review top 20 creditors and lower values of £5k upwards. Ensure compliance with Contract Procedure Rules and EU regime where appropriate.

	Treasury Management
	5
	Essential audit to be undertaken in Q4 due to number of transactions required.

	Council Tax/Business Rates
	20
	Essential audit to be undertaken on Q3/Q4. To provide assurance that controls identify all individuals and businesses who should pay CT/business rates, that payment is received or being chased and that correct discounts are being awarded.

	Payroll
	15
	Essential audit to be undertaken in Q3 or Q4. To provide assurance that only current employees are paid and that the amount is correct. Will also include real time information (payments and deductions reported to HMRC every month).

	Debtors 
	10
	Essential audit to be undertaken in Q3/Q4 due to number of transactions required. To provide assurance that controls identify all payments due to the Council, that these are received or are being chased.

	Creditors
	10
	Essential audit to be undertaken in Q3/Q4. To provide assurance that controls identify all payments that the Council must pay, that these are properly authorised and paid on time.

	
	95
	

	Risk Assessed Systems
	
	

	Officers Expenses
	5
	Included at request of the Audit and Governance Committee to be undertaken during April. Review of claims to ensure receipts are present, VAT has been correctly reclaimed, that claims are properly authorised and there is compliance with Council Policy.

	Resource Resilience
	30
	Assessment on capacity to deliver services with the current staff provision. To include a review of succession planning, sickness and absence records and benchmarking. Suggested focus is on back-office services.

	Information Governance
	10
	Will review compliance with the Data Protection Act and assess how far good practice is embedded across the Council. The Information Commissioner can levy significant fines for non-compliance (up to £500,000).

	Car Parking
	15
	Will review new cash collection arrangements, management controls relating to car park machines and monitoring of income.

	Museum/Gallery/TIC (Processes and Procedures Town Hall)
	10


	Included at request of operational management to review all cash processes (including banking of income) and stock management arrangements. Audit deferred from 2013/14.

	
	70
	

	IS
	30
	To include a review of the IS Strategy, benchmarking with other authorities and review of arrangements for project management. Will also review the recommendations on the performance management system (TEN), in particular those which are relatively old to see whether they are still relevant and appropriate. 

	
	
	


	Contingency etc
	
	

	Audits brought forward from 2013/14
	9
	Includes the Mechanics Workshop and provision for any required follow-up work on Craven Pool.

	Contingency
	24
	This is a pool of days which can be drawn on during the year, for example if new major risks arise.

	
	
	

	
	33

	

	Other Audit Work
	
	

	Planning/Management
	17
	Includes preparation and monitoring of the Audit Plan, review of audit files and entries on TEN concerning implementation of audit recommendations.

	Audit Committee 
	5
	Provision for preparing planning and monitoring reports to be submitted to the Committee, together with attending Committee meetings.

	
	
	

	
	22


	

	Total
	250
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