Staffordshire Moorlands District Council & High Peak Borough Council

2023/24 Annual Review of the Effectiveness of Internal Audit — Action Plan

PSIAS Finding Recommendation Grading | Management Response Target Date | Responsible Officer
Resources Internal Audit Charter (IAC)
The IAC requires Head of The annual internal audit Review | The annual report content 2024/25 AR | Head of Audit
Auditto “produce an annual | planningprocessisbased will be reviewed in linewith
internal auditreport upona continuous any changesto the audit
summarisingthe areasthat | assessmentofthe risk planningand engagement
have been subjectto environmentfaced by each processesandwillbein
Internal Auditreviewinthe | Council,therefore the accordance with best
year. Thisannual reportwill | opinionisnotsolely based practice.
include an opinion, basedon | on the currentyears work as
the areas examined, on stated. It would be more
whetherthe Council’s accurate to reflect on the full
governance arrangements, knowledge of the CAEand
includingthose foreconomy, | therefore providethe wider
efficiency and effectiveness, | opinionasrequired bythe
are adequate and have been | PSIAS.
properly appliedinthe
year”.
The PSIAS requiresthe
opinionto “conclude onthe
overall adequacy and
effectiveness of the
organisation’s framework of
governance, risk
managementand control”.
Resources Annual Opinion
Best practice reflectsusinga | Extend the basis of the The annual auditopinion 2024/25 AR | Head of Audit

wider basis forthe opinion
reflecting the fullknowledge

Annual Opiniontoreflect the

widerunderstanding of the

contentwill be reviewed in
line withthe
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of the CAE including
significant risks which each
Councilisfacingand
information from other

assurance sources.

riskenvironment as
contained within the risk
managementframework
and therefore alsothe other
sources of assurance that
are available.

recommendation.

interest/conflicts

Declarations of interest have
been made by current
internal auditstaffinline
with Council policy and are
dated 2009.

Resources Performance appraisal
The self-assessment With regard to the CAE’s
identified thatthe CAE’s appraisal, this would be
appraisal whichis betterinformed by inviting
undertaken by the Chief observations from both
Executive Officer could Chairs of Audit Committeein
beneficially involveinput advance of the performance
from both Chairs of Audit appraisal.
Committee.

Resources Annual declarations of

In view of the independent
nature of the internal audit
service it would be beneficial
for the Head of Auditto
receive annual confirmation
that staff do not have a need
to declare anyinterests
which would conflict with
the independent nature of
theirrole and therefore
support a statementinthe
Annual Reportasrequired
by the PSIAS regarding
organisational
independence.

If permitted within Ongoing Head of Audit
corporate appraisal guidance

this could be considered.

Actionwill be takenin 2023/24 Head of Audit

accordance withthe
recommendation.




PSIAS Finding Recommendation Grading | Management Response Target Date | Responsible Officer
Competency | Audit Universe
The current internal audit It would be beneficial to Review | Thecurrentauditneeds Ongoing Head of Audit

planning model reflects use
of a “standard audit
universe’ towhich are
applied anumber of factors
whichrepresenta
judgement of risk froman
internal audit perspective.
Thisis providedforin
circumstances where the
clientrisk management
system cannotberelied
upon.

The Audit Needs Assessment
includes recognition of the
Councils Corporate Risk
Registeralthoughthe
relative weightingis limited
by comparisonto other
factors, particularly relating
to financial matters.

Further development of this
approach throughincreasing
alignment with the Councils
assessment of the risk
environmentatbotha
strategicand operational
level would enhance internal
audits’ ability to
demonstrate acommitment
to helpingthe Council
achieve its objectives

increasingly align
development of the internal
audit planning system with
each Councilsrisk
management processesin
orderto ensure that
resources are consistently
focused onareaswhere
assuranceisrequired
regarding the operation of
policies, procedures and
controls that mitigate the
significant risks towhich the
Council isexposed atan
inherentlevel.

It may be that such an
approach wouldalso help
embed effectiverisk
managementand the
identification of significant
risk within each
Departments governance
processes.

assessmentincorporates
strategicrisk register
mapping. Consideration will
be givento incrementally
furtheraligningthe process
withthe Councilsrisk
managementapproach
where prudent.




through recognition of
significantrisk.

Competency

Future training needs

The Internal Audit Team
maintainsaTraining
Passportsystem which
records training undertaken
by individual staff and future
training needs emerging
from 121 meetings with the
CAE.

This is considered good
practice.

Where future audit planning
isinformed by the risk
managementsystemit may
be possible to better
anticipate future areas

where assurance is required.

Considerwhether future
training needs can be
assessed and commissioned
inadvance of the needfor
assurance work regarding
anticipated changesinthe
Councilsriskenvironment.

Competency

Job descriptions

Whilstthese arein place,
some appeardatedand do
not containreference tothe
delivery of servicesin
accordance withthe PSIAS.

Update the job descriptions
to reflect currentservice
requirements.

Revise the wording within
that for the Head of Audit
which currently implies to
‘Deputise forthe Chief

Executive whenrequired’.

Competency

Control Evaluation template

The internal audit
methodology has been

It would be opportune
followingthe EQAto

Future training needs willbe | Ongoing Head of Audit
considered as part of the

appraisal process.

Alljob descriptions have Implemented | Head of Audit
recently been updated.

The control evaluation Ongoing Head of Audit

template willbe reviewed in




Grading

PSIAS Finding Recommendation
reviewed over time and considerwhetherthe
includesanumber of existingtemplate could be
working papers with which beneficially revised to
staff are comfortable and reflectfocus onsignificant
use to produce a consistent | riskthroughouteach
auditworking paperfile. engagementand evidence

the process through which
It would be beneficial touse | an assurance opinion has
the Controls Evaluation beenreached.
Template to both establish
the basisfor the auditand The Controls Evaluation
summarise progress, template wouldthenactasa
supervisionand approval of | summary of the engagement
the outcomesof the and be cross referenced to
engagement. othersupportingworking
papersand Audit Review
Detailed supervisionis Summaries.
recorded on separate Audit
Review Summaries.
Competency | Purpose of the system

subjectto review

The Control Evaluation
template currently contains
a genericstatementwhich
reflectsthe ‘purpose’ of the
review as individual
objectives; the auditthen
focusesonreviewofa
number of ‘Control
Objectives’ which are used
as a basisfor formingan
opinionon whetherthe
process provides assurance
regarding delivery of the
nine Control Objectives.

The inclusion of ‘purpose’ is
regarded as good practice
howeverit may be beneficial
to increasingly capture this
as ‘Managements
Objectives’ forthe area
underreview. Thiswould
then betterrelate tothe
nature of the significant risks
beingfaced within the area
underreview as this will
assist with the discussions
with client managers
regarding the identification

Review

Management Response Target Date | Responsible Officer
accordance with best

practice.

The control evaluation Ongoing Head of Audit

template willbe reviewed in
accordance with best
practice.




PSIAS Finding Recommendation Grading | Management Response Target Date | Responsible Officer
of the significantrisks which
The term ‘Control may impactupon
Objectives would be better | achievementof established
expressed as ‘Significant objectives and upon which
Risks’towhichthe areais the assurance opinion
exposed. should be based.
Competency | Use of the Council risk
appetite
The Council risk There may be advantage in Thereisa longertermaimto | Ongoing Head of Audit
management policy contains | aligningthe two alignthe audit process more
indicators regarding how risk | methodologies as this would closelytorisk management.
impactshould be considered | not only provide asound This has to be balanced with
at both strategicand basis upon whichto assess otherconsiderations such as
operational levels. These are | each recommendation but local external audit
Catastrophic, Major, also convey the gradingin requirements.
Medium, Minorand terminology already
Insignificant. embedded through the risk
management processin
Internal Auditgradesits communications with client
recommendations High, managers.
Medium and Low and
supports thiswith
appropriate definition
regarding how the grades
should be interpreted
regarding the impact of the
findinginrelationtorisk
managementand control.
Delivery Governance
The standards require the In Local Government each Review | Theannual report content 2024/25 AR | Head of Audit

CAE to provide anannual
opinionregarding the
effectiveness of governance
arrangements.

will be reviewed inlinewith
any changesto the audit
planningand engagement
processesand willbein

Council establishes a Code of
Governance in accordance

with CIPFA SOLACE —it would
be beneficialto mapinternal




PSIAS Finding Recommendation Grading | Management Response Target Date | Responsible Officer
audit activity tothe content accordance with best
Currentplanningincludes of the Code inorderto practice.
various aspects of the provide assurance ata level
governance process which contributes directlyto
including Ethics, Conflicts of | the Annual Governance
Interests and Members Statementthroughthe Head
expenses. of Internal Audit Annual
Report.
Delivery Risk Management
Internal Auditlastreviewed | The standardsrequirean Review | Theannual report content 2024/25 AR | Head of Audit
risk managementasan annual opiniontobe made will be reviewedin linewith
assignmentinlJanuary 2021 | inthe Head of Internal any changesto the audit
providing asubstantial Audit’s Annual Report planningand engagement
assurance opinion. regarding risk management processesandwillbein
processes. Itwould accordance with best
Engagementreports provide | therefore be beneficial to practice.
assurance regarding the supportthe opinion with
operation of risk clearevidence regarding
managementin eachareaof | howthe opinionhasbeen
review. reached through the
combination of the
assurancesgainedatboth a
strategicleveland atan
operational level within
engagements.
Delivery Internal Audit Opinions
The Team’s current practice | Where gradingcan be The current risk definitions Ongoing Head of Audit

regarding the formation of
an opinion regarding each
engagementisbased upon
professional judgement
related tothe number of and
classification profile of the
recommendations made.

aligned with the Councils risk
management systems
(particularly asreferredtoin
Competency Item 6) then
the overall opinion may be
bettersupported having
regard to the level of risk

and assurance levels will be
reviewed toensure best
practice and consistency.




observed.

Where ‘high’ (red)
recommendations are made
thena ‘Limited Assurance’
opinionisappropriate.

Where no or a limited
number of ‘Low’ (green)
recommendations are made
the ‘Substantial’ opinionis
appropriate.

As aresulta satisfactory
grading may be appliedto
reflect situation where a
range of mediumand low
graded recommendations
have beenidentified with
advice to resolve the control
issueswithinan agreed
action plan.

Delivery

Internal Audit Risk Based
Strategy

The teams approach to
assessment of the perceived
riskat inherentand residual
levels within an engagement
isreflectedinthe grading of
recommendationsand
opinions which are then
usedinreporting. Audit
EngagementPlansand
Reports do not containan
explanation of how the
Internal Audit Teamrelate

Definitions of the grading of
risks and the basis for
opinions should be included
withinthe Internal Audit
Manual, Audit Engagement
Plans(The Evaluation
Template) and Audit Reports
as thiswould help toensure
a consistentapproach and
understanding of riskis
embedded throughout both
internal auditand each

Definitions of the grading of
risks and the basis for
opinions are currently
included within Audit
Reports. The contentand
consistency of approach will
be reviewed.

Ongoing

Head of Audit




the levels of risk evaluation Council.
to the conduct of the audit.

It would be beneficial to
include asummary of the
process withinall client
communications as this
would help embed both
internal audit’s approach
and improve familiarity with
risk management
throughout each client.

The internal audit service must enhance its practice in order to demonstrate transparent alignment with the relevant
PSIAS standards in orderto demonstrate a contribution to the achievement of the organisations’ objectives in relation to
risk management, governance and control.

Review The Internal audit service should review its approach in this area to better reflect the application of the PSIAS.

The internal audit service should consider whether revision of its approach merits attention in order to improve the
efficiency and effectiveness of the delivery of services.



