Section A SECTION A
For Publication JULY 2015

THE OFFICE OF POLICE AND CRIME COMMISSIONER
FOR DERBYSHIRE

DECISION RECORD

o Received in OPCC
Request for PCC Decision OPCC Ref: 40-15
Date: 15 July 2015

Title: INTERNAL AUDIT PLAN 2015/15

Executive Summary: To be completed by PCC Specialist lead

As part of a robust risk management and assurance process, internal controls are
reviewed in several ways; one such assurance is provided by the work of the
internal audit function. Internal audit is provided by Mazars under a regional
framework contract.

The draft internal audit plan, attached at Appendix A, had been considered by the
Joint Audit Risk Assurance Committee (JARAC) at its meeting on 16 July and had
agreed that the plan should be recommended as a ‘working’ plan given that the

assurance mapping was not yet available detailed at para 2.6.

Decision

I. The Chief Constable considered the recommendations of the JARAC and
approved the working joint Internal Audit Plan 2015/16.

. The Commissioner considered the recommendations of the JARAC and
approved a working joint Internal Audit Plan 2015/16.

Declaration

| confirm that | have considered whether or not | have any personal or prejudicial
interest in this matter and take the proposed decision in compliance with the Code of
Conduct for the Police and Crime Commissioner for Derbyshire. Any such interests
are recorded below.

(Recorded interests: None )

The above request has my approval.
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SECTION A
JULY 2015

ALAN CHARLES

Signature Date 27 JULY 2015

PUBLICATION SCHEME CONSIDERATIONS

Is the related Section B report to be published Yes

If no, please indicate relevant exemption

Is the publication of this approval to be deferred No

If Yes, provide reasons below

Date to be deferred to —
NB Statutory Instrument 2011/3050 (as amended by SI 2012/2479) states that: all decisions made by

a PCC are in the types of information that must “be published as soon as practicable after it becomes

available to the elected local policing body”.

OFFICER APPROVAL

Chief Executive or Nominee:

| have been consulted about the proposal and confirm that financial, legal and
equalities advice has been taken into account in the preparation of this report.

| am satisfied that this is an appropriate request to be submitted to the Police and

Crime Commissioner

Name Helen Boffy Date 27 July 2015
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AGENDA ITEM 8A

For Publication

STRATEGIC GOVERNANCE BOARD

Section B 27 JULY 2015

Part | -

STRATEGIC GOVERNANCE BOARD
27 JULY 2015
JOINT REPORT OF THE TREASURER
AND THE CHIEF CONSTABLE

8A: INTERNAL AUDIT PLAN 2015/16

1. PURPOSE OF THE REPORT

1.1 To receive the comments and recommendations on the draft Internal Audit
Plan for 2015/16 from the Joint Audit Risk and Assurance Committee
(JARAC)

1.2 To approve a joint Police and Crime Commissioner and Chief Constable
Internal Audit Plan for 2015/16.

2. INFORMATION AND ANALYSIS

2.1 The Police Reform & Social Responsibility Act introduced in November 2012
the legal concept of 2 corporations sole for the Police and Crime
Commissioner and the Chief Constable with two Annual Governance
Statements to support the relevant statements of accounts and the group
accounts.

2.2  As part of a robust risk management and assurance process, internal controls
are reviewed in several ways; one such assurance is provided by the work of
the internal audit function. Internal audit is provided by Mazars under a
regional framework contract.

2.3  Given that the systems and process for both corporations sole are aligned, it

has been agreed, and in consultation with internal and external auditors, that
there should be one common audit plan addressing all internal control review

requirements.
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AGENDA ITEM 8A
STRATEGIC GOVERNANCE BOARD
27 JULY 2015

2.4 Each year a draft internal audit plan is compiled which the JARAC reviews
and may make appropriate changes, prior to recommending the final version

to the Chief Constable and to the Commissioner for their approval.

2.5 At the meeting of the JARAC on 16 July March 2015, that Committee
reviewed the proposed Internal Audit plan, with the purpose of ensuring that it

e is consistent with professional standards;

e meets the audit needs of PCC and Chief Constable; and

eprovides the JARAC with adequate coverage for the purpose
of obtaining appropriate levels of assurance over the
adequacy of the risk management, governance and internal
control environment of both the Commissioner and the Chief
Constable.

2.6  The draft plan was discussed in detail; no changes to the content were
proposed except for some comments on the scope of certain audits. The
JARAC considered that the plan should not be recommended as a final plan,
but as working plan, given that the assurance mapping to be provided by
Mazars, which should predicate the plan, was not yet available. The JARAC
will review the plan again on receipt of Mazars assurance review, and a
further report, on an exception basis, will be brought to the Strategic

Governance Board.

2.7  Attached at APPENDIX A to this report is the draft working Internal Audit Plan
2015/2016 as recommended by the JARAC.

2.8  Following consideration of the recommendations of the JARAC, the Chief
Constable and the Commissioner are each recommended to approve the
working Internal Audit Plan 2015/16.

3. RECOMMENDATIONS

i. That the Chief Constable consider the recommendations of the JARAC
and approve a working joint Internal Audit Plan 2015/16
ii. That the Commissioner consider the recommendations of the JARAC and

approve a working joint Internal Audit Plan 2015/16

2

\\Srvsdrive01\fhg\HQ\OPCC\Strategic Governance Board\2015\2015-07-27\Agenda Item 8A Internal Audit Plan 2015-16.docx



AGENDA ITEM 8A
STRATEGIC GOVERNANCE BOARD
27 JULY 2015

4. IMPLICATIONS

All implications are assessed and scored to the table below.

HIGH — supporting explanation and narrative required and to be contained

within the report

MEDIUM — narrative to be contained within the report at the discretion of the

author

LOW — no narrative required

LOW MEDIUM HIGH
Crime & Disorder N
Environmental N
Equality & Diversity N
Financial \
Health & Safety N
Human Rights N
Legal N
Personnel N

Contact details

in the event

of enquiries

Name: Helen Boffy
External telephone number: 0300 122 6005
Email address: helen.boffy.4808@derbyshire.pnn.police.uk

BACKGROUND PAPERS

None

ATTACHMENTS

Appendix A. Internal Audit Plan 2015/16 Issued by Mazars July 2015
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APPENDIX A TO AGENDA ITEM 8A
SGB
27 JULY 2015

MAZARS

Office of the Police & Crime Commissioner for Derbyshire and Derbyshire Police
Draft Internal Audit Strategy 2015/16 to 2018/19
and 2015/16 Internal Audit Plan

July 2015

This report has been prepared on the basis of the limitations set out on page 18.

This report and the work connected therewith are subject to the Terms and Conditions of the Framework Agreement dated 21 April 2015 between The Police and Crime
Commissioner for Nottinghamshire and Mazars LLP and Order Form dated 12 May 2015 between Police and Crime Commissioner for Derbyshire and Mazars LLP. This report
is confidential and has been prepared for the sole use of Police and Crime Commissioner for Derbyshire. This report 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, we accept no responsibility or liability to any third party who purports to use or rely, for
any reason whatsoever, on this report, its contents or conclusions.
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1.

11

12
13

21

2.2

Introduction

A four-year proposed Strategic Audit Plan has been prepared on behalf of the Police and Crime Commissioner for Derbyshire and Derbyshire Police
(the OPCC and Force) for the period 1 April 2015 to 31 March 2019. The plan has been compiled on the basis of identified risk and materiality, work
undertaken by the previous internal audit providers in drawing up an indicative internal audit strategy, our existing experience of audit requirements
within the sector, a review of strategic and operational risk registers, and research and horizon scanning of current risks and issues.

Appendix A contains our proposed Annual Audit Plan 2015 — 2016 .
Appendix B sets out our proposed Strategic Audit Plan 2015 — 2019 .

The Scope and Purpose of Internal Audit

Internal Audit's primary role is to provide the organisation’s management with independent assurance on the effectiveness of the internal control
systems that contribute to the achievement of the organisation’s business objectives. In so doing, this will support the OPCC and Force in signing the
Annual Governance Statement. It is also Internal Audit’s role to provide the OPCC and Force with assurance that they have in place effective
processes for the management of risk.

In drawing up the internal audit work programme is should be noted that:

» The OPCC and Force are accountable for internal control. The OPCC and Force responsible for maintaining a sound system of internal control
that supports the achievement of the organisation’s objectives, and for reviewing its effectiveness;

» The system of internal control is designed to manage rather than eliminate the risk of failure to achieve these objectives;
» The system of internal control can therefore only provide reasonable and not absolute assurance of effectiveness; and

* The system of internal control is based on an on-going risk management process designed to identify the principal risks to the achievement of the
organisation’s objectives; to evaluate the nature and extent of those risks; and to manage them efficiently, effectively and economically.
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2.3

3.1

3.2

As set out in the Audit Charter, Internal Audit fulfils this role by:

Coordinating assurance activities with other assurance providers (such as the external auditors and HMIC) such that the assurance needs of the
OPCC and Force, regulators and other stakeholders are met in the most effective way.

Evaluating and assessing the implications of new or changing systems, products, services, operations and control processes.

Carrying out assurance and consulting activities across all aspects of the OPCC and Force’s business based on a risk-based plan agreed with
the Joint Audit, Risk & Assurance Committee (JARAC).

Providing the Police & Crime Commissioner and Chief Constable 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.

Issuing periodic reports to the JARAC and Senior Management Team summarising results of assurance activities.
Promoting an anti-fraud, anti-bribery and anti-corruption culture within the OPCC and Force to aid the prevention and detection of fraud.

Assisting in the investigation of allegations of fraud, bribery and corruption within the OPCC and Force and notifying management and the
JARAC of the results.

Assessing the adequacy of remedial action to address significant risk and control issues reported to the JARAC. Responsibility for remedial
action in response to audit findings rests with line management.

Approach

Whilst vitally maintaining independence from management (in order to remain impartial in making judgements and recommendations), it is important
that Internal Audit is recognised as a tool for management. As such, the relationship with management must be to provide support and assistance
with the aim of providing assurances to both them and the JARAC about the adequacy and effectiveness of controls in place to manage risk
throughout the organisation.

Risk-based audit techniques will be used wherever appropriate as the principal means of providing assurance on the adequacy and effectiveness of
internal controls within financial and non-financial systems. A cyclical approach will be adopted with the frequency and depth of audit depending on
the significance band into which the audit falls.

MAZARS
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3.3

3.4

3.5

3.6

We have drawn on the following in developing the Strategic Audit Plan for 2015-2019 and the Operational Audit Plan for 2015/16:

. A review of assurance received from audits carried out over the past three years by the previous internal auditors;

. A review of assurance received from inspections carried out over the past three years by Her Majesty’s Inspectorate of Constabulary (HMIC)
and other justice inspectorates;

. Consideration of the published inspection programmes of HMIC and the Criminal Justice Joint Inspectorate (CJJI) for 2015/16; and

. Analysis of current areas of significant risk to OPCC and Force objectives, to identify opportunities for using internal audit to improve

understanding of key risk factors and the effectiveness of existing controls.

Through a focused approach to assurance, the internal audit service can be utilised to provide the right level of assurance, it can avoid unnecessary
use of its finite resources and it can support the OPCC and Force in maintaining an effective Assurance Framework. Internal Audit, through its support
for the Assurance Framework, should:

. support the OPCC and Force in managing its risks through the establishment (and, more importantly, the maintenance) of an Assurance
Framework that is fit for purpose;

. look to other sources of assurance and assurance providers, including third party assurance, to supplement the resources of the internal
audit team;

. work along side other assurance providers, such as External Audit, to more effectively provide assurance and avoid duplication; and

. through risk-based auditing, focus internal audit resource on what is really important to each organisation.

Further to the above risk identification process, it should also be remembered that Leicestershire form part of the East Midlands Policing Region and,
as such, collaborate on a wide variety of services. The aim will therefore be to, wherever possible, align the audit plans across the region in order to
secure efficiencies through collaborative auditing.

The plan will be amended each year to reflect changes affecting the organisation and, subsequently, the risks you face.

MAZARS
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4 Considerations when drawing up the Internal Audit Strategy

4.1 In producing the Operational Audit plan for 2015/16 we have drawn on the OPCC and Force’s own risk registers, discussions with management, the
views of the previous internal auditors and our understanding of the wider risks facing the policing sector.

4.2 Whilst brief outlines of the individual audit scopes are provided in Appendix A — Annual Audit Plan 2015/16 , the rationale for including a number of
the audit assignments is summarised below:

A considerable proportion of the Force’s functions are now delivered by collaborative units; there have been different
arrangements for formal assurance reporting to the force and PCC in relation to collaboration agreements which means the
Force and OPCC could be exposed to issues and risks that they are unaware of. The OPCC risk register (2.4) refers to the
risk that collaboration arrangements do not deliver improved efficiency or financial savings to Derbyshire.

Collaboration

The OPCC risk register (3.2) refers to the risk of reductions in public confidence and satisfaction in policing. Internal Audit
have been requested to provide assurance that the OPCC have effective processes in place for the management of
complaints, including the collection and analysis of data.

Data Quality -
Complaints

Code of Practice | Following changes from April 2015 with regards how victims are dealt with, assurance is required with regards the extent to
for Victims of which these changes are being consistently applied.
Crime

Risks relating to commissioning appear a number of times within the OPCC risk register; they include:

o « Inability to commission effective policing support and response to vulnerable people by the constabulary.
Commissioning « Inability to effectively open tender to commission victims’ services ready for April 2016 (new contract).
» Inability to effectively commission services to achieve both economies of scale and supporting local delivery
(commissioning).
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5 External Audit Consultation

51

5.2

5.3

We liaise closely with your external auditors in preparing, and then delivering, a co-ordinated approach to the provision of assurance.

We speak regularly with the External Auditors to consult on audit plans; discuss matters of mutual interest; discuss common understanding of audit
techniques; methods and terminology; and to seek opportunities for co-operation in the conduct of audit work. In particular, we will offer the External
Auditors the opportunity to rely on our work where appropriate, provided this does not prejudice our independence.

Internal audit forms a significant part of the organisation’s governance arrangements and it is therefore also important that Internal and External Audit
have an effective working relationship. To facilitate this relationship we agree a protocol which sets out an agreed framework showing how we work
together with your officers, including External Audit, to meet the responsibilities under the Code of Audit Practice. The key principles behind this
agreement are:

» awillingness and commitment to working together;
e clear and open lines of communication;

» avoidance of duplication of work where possible.

MAZARS
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Appendix A — Annual Audit Plan 2015-16

AUDITABLE AREA PROPOSED JARAC AUDIT PLAN Commentary on Coverage
TIMING SPONSOR  DAYS
To provide assurance that sound controls are in place and value for money is
being sought in respect of the procurement of goods and services. The audit will
Procurement Oct 2015 Dec 2015 | opcc & 5 seek to provide assurance that goods / services are being procured in accordance
cc with contract procurement rules. The audit will also review the use of purchase
orders and the process for goods receipting.
Core Financial Svstems To provide assurance with regards the adequacy and effectiveness of the systems
Ass ralnce' 1al sy of internal control in operation to manage the core financial systems. The scope of
u ' the work will include, but not be limited to:
e General Ledger -
e Cash, Banking & Treasury Sept — Dec Dec 2015 & OPCC & 13 : ZO'ICIGS and p:‘OCEdUI’eS
Management 2015 MarCh 2016 CC ccess controls X
. Pavroll  Amendments to standing data
Y . * Reconciliations
e Payments & Creditors o .
* Authorisation routines
* Income & Debtors .
* Reporting
To provide assurance that the payroll provider, Mouchel, has effective controls in
place for delivering the service. The scope of the work will include, but will not be
limited to, access controls, payroll reporting and approval / sign-off routines, and
Payroll Dec 2015 | March 2016 | opcc & S will involve on-site coverage at Mouchel.
cc The audit will also provide assurance with regards the monitoring routines within
the Force to ensure that the service is being effectively provided.
\\‘o
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AUDITABLE AREA PROPOSED JARAC AUDIT PLAN Commentary on Coverage
TIMING SPONSOR  DAYS
The audit will provide assurance with regards the key HR transactional processes,
HR - Transactional Aug 2015 Sept 2015 5 including 'Fhe admlnlstratlon_of starters, leavers, amendments, etc. The audit will
cc also consider the controls in place in advance of any upgrade to the Gateway
system.
One per One per We will undertake regulatory checks with the aim of providing assurance with
Regulatory Checks - Divisions uar?er uar?er OPCC & 8 regards the maintenance and security of cash and property. The allocation of days
d q cc will be spread across the year.
Proceeds of Crime July 2015 Sept 2015 cc 5 The audit will prowde.assura_nce with regards the _poI|C|es and procedures put in
place to ensure compliance with the Proceeds of Crime Act.
Intearated Offender To provide assurance that there are effective systems and controls in place with
9 Sept 2015 Dec 2015 OPCC & 5 regards the Integrated Offender Management process. In particular, the audit will
Management : . i . DA .
cc consider how the Force liaises with its key partners to deliver critical interventions.
Code of Practice for Victims of Following changes from April 2015 with regards how victims are dealt with, the
Crime Oct 2015 Dec 2015 | opcc & 5 audit will look to provide assurance with regards the extent to which these
cc changes are being consistently applied.
Data Quality — Complaints July 2015 Sept 2015 OPCC 4 To provide assurance 'Fhat the OPCC have_ effectlv_e processes in place for the
management of complaints and these are being consistency applied.
The audit will provide assurance that the OPCC and Force have effective
governance arrangements in place with regards the joint Police and Fire HQ
Governance - LLP Sept 2015 | Dec 2015 OPCC & 5 project and the setting of a Limited Liability Partnership (LLP). The audit would
Arrangements cC look at the governance arrangements underpinning the LLP, ie structure, roles,
reporting, governance documentation, etc.
\\‘,,
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PLAN
DAYS

PROPOSED
TIMING

JARAC AUDIT

SPONSOR

AUDITABLE AREA

Estates — VFM Jan 2016 March 2016

Commentary on Coverage

To provide assurance that the OPCC / Force have effective controls in place to
manage the estate, particularly in view of the transfer of responsibilities to the
County. The audit will review the extent to which the Estates Strategy is being
delivered and how it contributes to the strategic and medium / long term objectives
of the OPCC / Force.

Commissioning Oct 2015 Dec 2015 OPCC 5

The audit will follow-up the recommendations following the 2014/15 review. In
particular, the audit will seek to give assurance with regards some of the risks
identified in the OPCC risk register; these being:

e Inability to commission effective policing support and response to
vulnerable people by the constabulary.

« Inability to effectively open tender to commission victims’ services ready
for April 2016 (new contract).

< Inability to effectively commission services to achieve both economies of
scale and supporting local delivery (commissioning).

Collaboration Nov 2015 | March 2016

OPCC & 11
cc

Following agreement at the Regional CFO meeting, resources will be allocated
across each OPCC / Force in order to provide assurance with regards the systems
and controls in place to deliver specific elements of regional collaboration.

Consideration will be given to assessing whether the area of collaboration is
delivering against its original objectives and what arrangements are in place, from
an OPCC / Force perspective, for monitoring and managing the service.

Page 8
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AUDITABLE AREA PROPOSED JARAC AUDIT PLAN Commentary on Coverage
TIMING SPONSOR DAYS

Other

Payroll — Advisory As and when [As and when| opcc & 2 To attend the Project Group for the Payroll project — to act as a ‘critical friend’.
CC
. : This includes audit planning, production of progress and annual reports, and
Audit Management Ongoing 12 attendance at progress and JARAC meetings.
Follow Up of Onaoin Sept 2015 & 5 To provide assurance that management have implemented audit
Recommendations going March 2016 recommendations.
TOTAL 100

Page 9
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Appendix B — Strategic Audit Plan 2015-19

Audit Assignment 2015/2016 2016/2017 2017/2018 2018/2019 Commentary on Coverage

To provide assurance with regards the key
financial controls in respect of the following key
financial systems:

e General Ledger

v v v v » Cash, Banking_& Treasury Management
» Payroll & Pensions

e Payments & Creditors

* Income & Debtors

Core Financial Systems Assurance

The 2015/16 plan will include a specific of
Payroll in view the change in processes.

To provide assurance with regards compliance
with the Joint Code of Corporate Governance and
the process for compiling the Annual Governance
v v v v . .
Governance Statement. The 2015/16 audit will focus on the
governance arrangements in place with regards
the LLP.

To provide assurance that risk management
Risk Management v v v arrangements are in place and contribute to the
effective management of risk.

To provide assurance that sound controls are in

v v place and value for money is being sought in
Procurement respect of the procurement of goods and
services.

A

e M A ZARS

|

Page 10




OPCC for Derbyshire and Derbyshire Police - Draft Report for discussion purposes only

Audit Assignment 2015/2016 2016/2017 2017/2018 2018/2019 Commentary on Coverage

The audit will provide assurance with regards the
key HR transactional processes, including the
administration of starters, leavers, amendments,
etc.

HR - Transactional 4 4

We will undertake regulatory checks with the aim
Regulatory Checks - Divisions v v v v of providing assurance with regards the
maintenance and security of cash and property.

Using computer specialist resource, the objective
will be to provide assurance with regards key IT
Information Technology v v v risks, such as those relating to data security, IT
policies and procedures, network infrastructure
and application controls.

To provide assurance over the planning period
with regards the various ‘HR-related’ processes;
Human Resources v v this would include, but not be limited to,
Recruitment, Training, Absence Management and
Workforce Planning.

To provide assurance that there are effective
systems and controls in place with regards the
Integrated Offender Management process. In
particular, the audit will consider how the Force
liaises with its key partners to deliver critical
interventions.

Integrated Offender Management v v

To review the overall programme management
Programme / Project Management v v arrangements and / or to deep dive into specific
projects.

MAZARS
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Audit Assignment 2015/2016 2016/2017 2017/2018 2018/2019 Commentary on Coverage

v To provide assurance that the Victim Code is

Code of Practice for Victims of Crime v v v ) . . .
being effectively and consistently implemented.

The audit will provide assurance with regards the
Proceeds of Crime v v policies and procedures put in place to ensure
compliance with the Proceeds of Crime Act.

To provide assurance with regards the accuracy
and completeness of recorded data. The 2015/16

i v v . . o .
Data Quality audit will specifically examine the process for
managing complaints.
Commissioning v v The provide assurance with regards the delivery

of an effective commissioning framework.

To provide assurance that the Force has effective
Firearms Licensing v controls in place for the management / issue of
licences and the holding of firearms.

To provide assurance that the Force has effective
Health & Safety v processes in place in respect of health and safety
and these are being consistently applied.

To provide assurance that the OPCC / Force have
effective controls in place to manage the estate.
v The audit will review the extent to which the
Estates Strategy is being delivered and how it
contributes to the strategic and medium / long
term objectives of the OPCC / Force.

Estates Management v

A
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Audit Assignment 2015/2016 2016/2017 2017/2018 2018/2019 Commentary on Coverage

To provide assurance that the Force understands
Cyber Crime v the_growth in scale of cyber crimg and has

sufficient resource and procedures in place to
counteract this type of crime.

Management and control of working hours and

Overtime and Time Recording v overtime

To review the systems and controls in place to

i v
Vehicle Fleet Management manage the vehicle fleet.

Collaboration

Following agreement at the Regional CFO
meeting, resources will be allocated across each
OPCC / Force in order to provide assurance with
regards the systems and controls in place to

] deliver specific elements of regional collaboration.
Collaboration v v v v

Consideration will be given to assessing whether
the area of collaboration is delivering against its
original objectives and what arrangements are in
place, from an OPCC / Force perspective, for
monitoring and managing the service.

To provide assurance with regards the overall

: v governance ar'rangements.underpmnmg a sample
Partnerships of key strategic partnerships the Force is a part
of.

Page 13
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Contingency

To allow for additional / unforeseen audits to be

Contingency carried out in agreement with the JARAC and
management.

This includes audit planning, production of
Audit Management v v v v progress and annual reports, and attendance at
progress and JARAC meetings.

Follow Up of Recommendations v v v v To provide assurance that management have
P implemented audit recommendations.

Page 14 -MAZARS



OPCC for Derbyshire and Derbyshire Police - Draft Report for discussion purposes only

Appendix C — Audit Approach

Send copy to:
Audit Sponsor
Head of Service / Department
Other Directors, as required

Send copy to:
Audit Sponsor (Director)
Head of Service / Department
Other Directors, as required

Copies sent to:
< Audit Sponsor
= Head of Service / Department
= Any other agreed responsbile
Officers

Copies sent to:
Audit Sponsor
Head of Service / Department

Any other agreed responsible
Officers

Planning Meeting

5 working days

Draft Terms of
Reference Issued

Final Terms of
Reference Issued

Fieldwork

Exit / closure
meeting

Draft Report Issued

Management
Response to draft
Report

Final Report

5 working days

Reporting

10 working days

Attendees:
= Audit Sponsor (Director)
= 1A Manager

Issued 1 week before
fieldwork commencement

Attendees:

+ Audit Sponsor (Director)
Head of Service / Department
Other representatives
(determined by the Sponsor)
IA Manager, as required
Auditor

10 working days

In the event of disagreement
with findings, an ad ional
meeting may be required with
the auditees.

As a result of the meeting the
draft report may need to be
updated and this may impact
upon reporting timescales

Recommendations will be
followed up by management
with a validation of
implementation from Mazars

Follow-Up

Issued to the Director of
Finance including
performance of the internal
audit service against KPI's,
highlighting and potential
problems and improvements

Quarterly Progress
Reports including
KPI's

Quarterly Progress

Reports to Joint
Audit, Risk &
Assurance
Committee

Annual Report and
Head of Internal
Audit Opinion to the
Director of Finance
and Joint Audit, Risk
& Assurance
Committee
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Engagement Manager &
Internal Audit Director at all
required meetings

Delivered in line with
required Deadlines and
presentation and approval of
the internal audit plan for the
following year
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Appendix D — Levels of Assurance & Opinions

Audit Assessment

In order to provide management with an assessment of the adequacy and effectiveness of their systems of internal
control, the following definitions are used:

Symbol Evaluation Assessment Testing Assessment

Full ‘

Substantial ;

Nil ‘

Limited

There is a sound system of internal
control designed to achieve the system
objectives.

Whilst there is a basically sound system
of internal control design, there are
weaknesses in design which may place
some of the system objectives at risk.

Weaknesses in the system of internal
control design are such as to put the
system objectives at risk.

Control is generally weak leaving the
system open to significant error or abuse.

The controls are being
consistently applied.

There is evidence that the level
of non-compliance with some of
the controls may put some of the
system objectives at risk.

The level of non-compliance
puts the system objectives at
risk.

Significant non-compliance with
basic controls leaves the system
open to error or abuse.

The assessment gradings provided here are not comparable with the International Standard on Assurance
Engagements (ISAE 3000) issued by the International Audit and Assurance Standards Board and as such the grading
of ‘Full’ does not imply that there are no risks to the stated control objectives.

Grading of Recommendations

In order to assist management in using our reports, we categorise our recommendations according to their level of

priority as follows:

Priority 1

Priority 2

Priority 3

Recommendations which are fundamental to the system and upon which the
organisation should take immediate action.

Recommendations which, although not fundamental to the system, provide scope for
improvements to be made.

Recommendations concerning issues which are considered to be of a minor nature,
but which nevertheless need to be addressed.
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Appendix E — Contact Details

Contact Details

07831 748135
Mike Clarkson
Mike.Clarkson@mazars.co.uk

07780 970200
Brian Welch

Brian.Welch@mazars.co.uk
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Statement of Responsibility

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
July 2015

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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