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1. BACKGROUND

1.1  Nottinghamshire County Council have provided an Internal Audit service to
the Fire and Rescue Authority since its formation in 1998. It has been agreed
that in the interests of good governance, the Internal Auditors annual report
should be presented directly to the Finance and Resources Committee.

1.2  The annual report for 2012/13 is attached in full as Appendix A to this report.

1.3  Under the provisions of the Statement of Recommended Practice, the
Authority is required to annually review its arrangements for the provision of
Internal Audit and comment on that review. This report sets out the basis of
that review and a draft statement on Internal Audit is attached.

2. REPORT

AUDITORS REPORT

2.1

2.2

2.3

2.4

2.5

2.6

The Auditors report is divided up into five sections:

A narrative summary for the year.

Summary of reports issued to date

Comparison of Planned against Actual days 2012/2013.
Annual Audit Plan for 2013/14

Strategic plan 2013/2014 to 2015/2016

mooOw>»

The Auditors again comment in their narrative summary that overall the audit
reports issued during the year confirmed that satisfactory control procedures
are in operation. Some elements of the audit work however did reveal
unsatisfactory levels of control but appropriate management action has been
taken. See item elsewhere on this agenda.

The narrative section also shows the amount of audit time spent during
2012/13 and the level at which this was provided — ie: over 60% provided by
senior and/or qualified staff.

The Auditors have also provided a view on the internal control environment
and conclude that:

“From the work carried out during the 2012/13 financial year, we have
been able to satisfy ourselves that the overall level of internal control is
satisfactory and provides a good basis for effective financial and
resource management.”

Section B of the audit report gives a summary of the reports issued up to 31°
March 2013 and gives a brief description of each. Those reports which have
not yet been brought to Members are included in full elsewhere on this
agenda.

Section C shows the Auditors actual performance against planned activity for
the year 2012/13. This shows that they completed 92 audit days from the
planned delivery of 92 days in 2012/13.




2.7

Section D shows the internal audit plan for 2013/2014 and Section E sets out
the strategic plan for 2013/2014 to 2015/2016.

REVIEW OF INTERNAL AUDIT

2.8

2.9

2.10

2.11

2.12

2.13

2.14

2.15

The requirement for an Authority to maintain an Internal Audit function is
derived from the local government legislation, including Section 151 of the
Local Government Act 1972 and the Accounts and Audit Regulations 2003
amended in 2006, in that a relevant body must:

“maintain an adequate and effective internal audit of its
accounting records and of its system of internal control in
accordance with the proper internal audit practices”.

The responsibility for ensuring an effective internal audit function rests with
the Authority Treasurer as part of his Section 151 obligations.

The Authority views Internal Audit as an integral part of the corporate
governance framework, particularly in so far as it relates to the system of
Internal Control. Whilst it is acknowledged that Internal Control is a
managerial responsibility, it is considered that Internal Audit can provide
managers with independent assurance that the system is working effectively
and draw any deficiencies in the system to the attention of managers.

These assurances, however, can only be relied upon providing the internal
audit service is adequate to meet the needs of the organisation and is
provided professionally.

The Internal Audit Service of the Authority is provided under a Service Level
Agreement with Nottinghamshire County Council and under a set of
conditions which require them to operate within the guidelines set down by
the Chartered Institute of Public Finance and Accountancy (CIPFA) for the
Internal Audit of Local Government. This is known as the CIPFA Code of
Practice.

Operating within this Code and to the standards set out therein will ensure
that the Authority meets its obligations under statute.

There are regular reviews of audit plans and progress by senior managers
and the audit team to monitor the work being carried out.

The External Auditors, in their general review of controls and as part of their
specific annual audit, are required to comment on the adequacy or otherwise
of Internal Audit. To date they have always been satisfied that the work of
Internal Audit is sufficient for them to rely on their audit work and that the
service is effective.

3.

FINANCIAL IMPLICATIONS

There are no direct financial implications arising from this report.




4. HUMAN RESOURCES AND LERANING AND DEVELOPMENT
IMPLICATIONS

There are no human resources or learning and development implications arising
from this report.

5. EQUALITIES IMPLICATIONS

There are no implications for equalities arising from this report.

6. CRIME AND DISORDER IMPLICATIONS

There are no crime and disorder implications arising from this report.

7. LEGAL IMPLICATIONS

There are no legal implications arising from this report.

8. RISK MANAGEMENT IMPLICATIONS

Internal Audit forms part of the wider system of internal control which deals entirely
with the Authority’s exposure to financial, and to some extent non-financial risk.
Presenting the annual report to the Authority enables Members to see the work of
internal audit and the contribution that they make to the overall system of internal
control.

9. RECOMMENDATIONS

That Members note the contents of this report.

10. BACKGROUND PAPERS FOR INSPECTION (OTHER THAN PU BLISHED
DOCUMENTS)

None.

Frank Swann
CHIEF FIRE OFFICER
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INTERNAL AUDIT ANNUAL REPORT 2012/13

SUMMARY

Audit coverage for the twelve months to the end of March 2013

Seven audits were planned for 2012/13, together with three audits to
follow-up the implementation of recommendations contained in
unsatisfactory audits completed in 2011/12. Also, two audits from the
2011/12 plan were completed in 2012/13.

Eight final reports have been issued in 2012/13. The two audits from
2011/12 were completed, together with the three follow-up audits and
three of the seven audits planned for 2012/13. The Capital Grant for
2011/12 has also been audited and signed off.

Draft reports have been issued in respect of two audits (Cardiff Checks
and Income & Debtors) and these should be finalised in April 2013. The
Purchasing and Creditor Payments audit is in progress and a draft
report will be issued for discussion in April, while the allocation for IT
audit has not been utilised.

Particular concerns were identified in the Trading Activities and Risk
Management areas, which both received an unsatisfactory opinion on
their follow-up audits. Implementation of the recommendations in these
audit reports should now be considered by the audit committee.

An unsatisfactory opinion was also given in respect of the Partnerships
audit, while the Cardiff Checks audit once again identified a number of
failures by employees to comply with approved system control
procedures.

Overall, the audit reports issued during the year confirmed that
satisfactory control procedures are in operation.

A summary of reports issued in the 2012/13 financial year, together with
main findings, is attached (Section B).

Over 60% of the audit work carried out in the year was undertaken by
senior and/or qualified staff.

2 Audit Strategy

This is the final year of the risk based Internal Audit strategy for 2010/11
to 2012/13 approved at the Finance and Resources Committee meeting
on 9 April 2010. A revised risk analysis and strategy will be presented to
the Committee for consideration in early 2013/14.



3.1

3.2

3.3

3.4

3.5

3.6

3.7

4.1

Annual Governance Statement

The Accounts and Audit Regulations 2011 require the Authority to
review the effectiveness of its system of internal control and publish
an Annual Governance Statement to cover the effectiveness of the
Authority’s systems for governance and internal control. The
Chartered Institute of Public Finance and Accountancy (CIPFA) and
Society of Local Authority Chief Executives (SOLACE) issue guidance
to Local Authorities from time to time to assist with compliance.

In order to satisfy the principles of effective risk management and
internal control, the Authority needs to have in place effective risk
management systems, including sound systems of internal control
and an internal audit function. These arrangements need to ensure
compliance with all applicable statutes and regulations and other
relevant statements of best practice, and need to ensure that public
funds are properly safeguarded and are used economically, efficiently
and effectively.

Internal Audit is appointed by the Chief Fire Officer and Treasurer (who
is the Section 151 officer for the Fire Authority), and provides
management with an independent appraisal of these matters.

The scope and cyclical frequency of work carried out by Internal Audit
during each financial year is mainly based on an assessment of
(predominately) financial risk on all activities that form the responsibility
of the Combined Fire Authority. Annual reviews of key control areas for
the main financial systems are also conducted following discussions
with external audit.

The objective of the audits is to form an opinion on the adequacy of the
systems of internal control put in place by management; to review
efficiency, effectiveness and best value issues and to ensure that the
assets of the authority are properly safeguarded. Formal audit reporting
procedures are in place to provide assurance to management where
effective controls are being operated, and to make recommendations for
change and improvement where control weaknesses are identified.

From the work carried out during the 2012/13 financial year, we have
been able to satisfy ourselves that the overall level of internal control is
satisfactory and provides a good basis for effective financial and
resource management.

The Chief Fire Officer and his managers have responded positively to
all recommendations made in the reports that have been finalised.

Conclusion

Based on the Internal Audit work completed during the year, we have
concluded that the overall level of internal control is satisfactory.

Richard Bold
Asst Team Leader (Audit)
31 March 2013
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SUMMARY OF REPORTS ISSUED TO THE FIRE AND RESCUE SERVICE
FOR THE FINANCIAL YEAR 2012/2013 AS AT 31st MARCH 2013

FRS 1208 — Payroll

Most of the arrangements for management of the payroll were found to be
satisfactory, although a small number of low risk recommendations were put
forward for implementation.

FRS 1301 — Notts Trading (follow-up)

The follow-up audit remained unsatisfactory due to a failure to provide
detailed trading costs in support of business decisions, a lack of clarity over
credit control responsibilities and unsatisfactory stock control procedures.

FRS 1302 — Risk Management (follow-up)

The arrangements for risk management remain unsatisfactory as the
planned actions have been delayed until later in 2013/14.

FRS 1303 — Transport Management (follow-up)

The arrangements for the management of transport were found to be
satisfactory at the follow-up audit.

FRS 1305 — Financial Management - Agresso

Controls over the new financial management system were generally found to
be satisfactory

FRS 1307 — Capital Grant
The capital grant claim form for 2011/12 was signed off satisfactorily.

FRS 1308 - Partnerships

This audit opinion was ‘partly unsatisfactory’, with recent improvements in
risk focus, performance and budgetary control lifting the opinion from
‘unsatisfactory’. Actions regarding working policy, service level agreements
and partnership evaluations were recommended.

FRS 1309 - Pensions
The audit opinion was ‘Sound’ and no recommendations were made.



10.

11.

12.

13.

2012/13 AUDITS STILL IN PROGRESS

ICT (Service Desk (Follow up) — Draft issued 11/ 7/12

Income and Debtors — Discussion draft issued 8/  3/13.

Cardiff checks - Discussion draft issued 8/3/13

Purchasing & Creditor payments — In progress,t o be completed in 2013/14.

Payroll — Carried forward to 2013/14 due to cur rent migration of payroll from
Cyborg to BMS.



0'¢6 026 lea A a1 1o} sheq 1pny |elol
V/N 0. L wswabeue ualD
"wreld wels [ended Jo uonedYIUdd [enuuy | LOSTSHS 0T (2T/TT02) uonealia) wels reude)d
80€T S¥4 o€t oT sdiysiauned
"99)ILIWOD JPNY 0} Jayal - uoluido Alojoeysnesun Jayund | ZosT Sy4 0'S G (dn-mojj04) 1uswabeue ysiy
9JUrUWIBA0YS alelodio)
‘asuodsal Bunremy "€T/g/8 panss! (TTETSHH) Hodal yeiq 0'ST 0T S329yD Hipied
lended
‘asuodsal
Buntemy z1///TT panssi dn-mojjo} a1 (0ETS¥H4) Hodal Jeiq 0¢ 01 dn mojj0y %s2Q 82IMBS LD
"29)ILWOD HPNY 0} 13431 - uoiuido Alojorysiesun Jayund | T0ET Su4 09 S (dn-mojjo4) buipell SH-4 SHON
‘asuodsai Bunremy “€1/€/8 panssi (0TETSY4) Hodas Jelq 09 G Sl101g2Q % awodu|
Juswabeuey Ainseal |
‘upne ZT/TT0Z Jo uonajdwo)d | SOETSHH 0¢ 0 (2T/TTOZ 21 0SSalby) 1uswabeury |eloueulH
€0ET S¥4 0L g (dn-mojj04) Lodsuel )
‘$T/ETOZ Ul pa1sdwod aq 01 - ssalboud uj B 0'S oT swuswAed J01pali)d ¥ buiseyoind
90€T Sy 0€T 0T sasiwald
S19SsyY
60€TSY4 00T 0T suolisuad
"Ipne gT/TT0Z 40 uonajdwo) | 802T SHH 00 G [l0JAed
NE)NS sAeq sheg
SjUsLIWO)D . T upny AIANOY 92IAISS JO BalyY
pauue|d

€ T0¢/Z10¢ SAVA TVNLIV ANV NV1d TVNNNV L1dNV TVYNA3LNI




‘pajuswajdwi usag aney su

oljepuswiWodal paalbe 1eyl wiyuod o) suoluido ypne

A lojoejsnesun, Yim supne ZT/T10Z uo dn buimol|oyl ale Juswabeue ysiy pue Buipel] SNON JO slpne ayl
6 IeaA au Joj sAep pauue|d [e10]
L wswabeue sl
T €T/CTOC uonedyIuad wrelD wels feuded
€T/210c € wnipasin sdiysiauned
S TT/0TOC € wnipan uswabeue ysiy
0T ZT/TT02 Z ybiH aoueuIanos dio)
0T €T/210¢ [enuuy SY29yD HipJed
0T TT/0T0Z € wnipa [eyde)d
0T €T/2102 fenuuy ubIH 10l
g TT/0TOC € wnipsN p1] Buipel] SY-4 SNON
E€T/CT0C € wnipa $10109Q % awWodu|
Z¢T/TT0C e wnipa Juswabeuey Ainseal |
0T Z1/T102 Z ybiH Juswabeue [eloueUIH
¢T/ITTO0C 1% MO uodsuel |
€T/2CT0C € wnipan SiuawAed Jolpal)d % buiseyoind
€T/ZT0C € wnipsiN saslwald
TT/0T0C 14 MO S19SSyY
€T/210c € wnipsin suoisuad
V1 ZT/TT02 € wnips lloJAed
0T paaibe aq 0] Aouabunuo)d
pauue|d (sreap)
paypny Aouanbal4 Sy V3dV 30ING3S
¥T0C - €T0¢C }seq JesA upny passassy

¥ TOZ / €T0C 404 NV'1d 11dNV TVNY3LNI - ALIHOHLNY 3414




6

6

6

1eaA ayj 1o sAep pauueld e10 |

NENELENEENER)

fenuuy

uonealiuad wreo uelo [ended

Supne dn-moj|jo4

€

sdiysiauyned

0T

€

=

Juswabeuey SIYy

0T

0T

[

I

aoueuwanos dio)d

0T

0T

0T

[enuuy

S$392UD JIpred

0T

€

[ended

0T

0T

0T

fenuuy

12l

0T

™

P11 buipel] SH- SHON

sJ10]gaq 7 aWodU|

uawabeueN Ainseal |

0T

0T

Juswabeue [eloueul-

0T

yodsuel |

0T

SjuawAed 1D % buiseyaind

0T

SoSiwald

S)assy

0T

= = =S I = == I =

suolsuad

0T

14

M M | M MO | N O ™M

N

[J0JAed

14

0T

paaibe aq 0

Aduabunuo)

pauue|d

9T0¢ - ST0¢C

pauue|d

ST0C - ¥10¢2

pauue|d

¥10¢ - €10¢

SIA
baiq
npny

Asid
passassy

V3dVv JOINA3S

9T/ST0OC O YT/ET0C HO4 NV1d JI1931VHLS 11dNV TVNAHILNI - ALIHOHLNY 3414




