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This report has been prepared solely for the use of Members and Management of City of Lincoln Council. Details may be made
available to specified external organisations, including external auditors, but otherwise the report should not be used or referred to in
whole or in part without prior consent. No responsibility to any third party is accepted as the report has not been prepared, and is
not intended for any other purpose.

The matters raised in this report are only those that came to our attention during the course of our work — there may be weaknesses
in governance, risk management and the system of internal control that we are not aware of because they did not form part of our
work programme, were excluded from the scope of individual audit engagements or were not bought to our attention. The opinion is
based solely the work undertaken as part of the agreed internal audit plan.
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Overview and Purpose

The purpose of this report is to:

* Provide details of audit work from Nov 2023 to 19 February 2024

* Advise on progress with the Audit Plan
* Raise any other matters that may be relevant to the Audit Committee role

Staffing

Following a successful recruitment exercise, we have recruited a trainee Auditor to the
career graded post, the Principal Auditor position is however currently vacant. For the
remainder of the year we will continue to deliver the Internal Audit service using both

internal and external resources.

Progress & Performance

There is one audit remaining from the 2022/23 plan to be completed. This is currently at
draft report stage and should be finalised before the end of March. We continue to work
through the audits within the 2023/24 plan with three currently at draft report stage and
two issued since the previous progress report in December. Progress is slower than
anticipated due in part to delays in receiving responses to draft reports and auditee
availability. Other delays have occurred due to the time taken for the recruitment process,
reduced staffing to cover other tasks and sickness. Further details are provided within the
following pages and a full breakdown in Appendix 2.

We have completed the following piece of work since the previous report (Summaries of
these reports are provided in the following pages) :-

High Assurance Low
Assurance

None Creditors None None

Insurance

Note: The assurance expressed is at the time of issue of the report but before the full implementation of
the agreed management action plan. The definitions for each level are shown in Appendix 1.

Benchmarking data.
We have completed 63% of the revised plan and are currently on track to complete the
remaining audits prior to issuing the Annual report.

The target for the span of the audits continues to not be met partially due to the availability
of auditees. The draft reports continue to be issued promptly following completion of the
audit although there remains some delays in getting management responses. The data is

included within the following pages.
2



Report
Summaries

The following are summaries from the Internal Audit reports issued
since the previous report and key recommendations made.

A Substantial level of assurance has been given to reflect the robust and effective
systems of control in overall operation throughout the Council’s Creditors (Accounts
Payable) function.

A single Action Plan finding has been put forward to strengthen the documentation
of key operational procedures and user manuals for use by the extended
Exchequer team.

Whilst there are some permitted exceptions (e.g. utility accounts), the Financial
Procedure Rules state that purchase orders should be raised for all work, goods or
services to be supplied. Concerns have recently been raised by Members regarding
the overall numbers of orders being raised, including whether the current associated
performance indicator target (DCTZ2 - Percentage of invoices that have a purchase
order completed) is sufficiently challenging. These concerns have been actively
considered by senior management (CMT) and at its 24th July 2023 meeting,
Executive resolved the resulting actions put in place to be acceptable. These
actions include reminders to Managers that purchase orders must be raised for the
majority of purchases, provision of training and ongoing monitoring.

Our testing identified 3 of 10 purchase invoices where the orders had been raised
retrospectively after the invoice date. However this is not being raised as a repeat
issue due to the wider actions which have been put in place and remain ongoing,
with further time needed to fully embed. Achievement towards the anticipated
longer-term improvement in performance will be assessed by Audit as part of the
next periodic Creditors key control audit.

We have made the following recommendation:-

1.1 Procedures and operational guidance relating to key Accounts Payable Medium
processes and activities (including team structure) are formally
documented and updated and made available to all relevant staff.




A Substantial level of assurance has been given to reflect the overall robust and
effective arrangements in place for the administration and management of the
Council’s insurances.

Recommendations have been made to update and enhance the documentation of
key operational procedures, user manuals and intranet content; for use within the
Insurance section and to provide general information, clarity on roles and
responsibilities and key insurance processes to officers more widely.

Introduction of routine formal performance reporting to senior management and/or
members is recommended to aid improved oversight of claims data and trends with
claim processing timescales being more actively assessed to ensure compliance
with sector standards and good practice.

Our review coincided with a period of recruitment to the Insurance team, and since
completion of audit fieldwork a Finance Assistant (Insurance) has been successfully
appointed. This should address known overdue ‘housekeeping’ tasks that due to
stretched resource in the team previously had been deferred over the prioritisation
of more critical functions, namely day-to-day claims handling and annual renewal.

Positively, verbal assurances have been received that many of the recommended
tasks put forward by Audit have already (prior to the audit’s undertaking) been set
as formal personal objectives of the Insurance Officer in the coming 12 months.

We have made the following recommendations:-

1.1 Procedures and operational guidance relating to key Insurance Medium
processes and activities are formally documented, updated and
made available to all relevant staff.

1.2 Information platforms for communicating key information Medium
regarding the Council’s insurances and arrangements are
reviewed for the clarity and comprehensiveness of their content to
relevant stakeholders, and to ensure up-to-date.

2.1 Introduce active monitoring of claims handling/ processing Medium
timeframes to ensure statutory and good practice requirements
are being achieved and highlight any slippages where remedying
actions may be required.

3.1 Regular formal management reporting of claims data to enable Medium
corporate overview of insurance issues, trend identification and
highlight areas where remedying actions may be required to
reduce claims / minimise costs to the Council.




Work Completed /
In Progress

The following summarises the audits in progress and other work
including that which is not itemised on the Audit Plan

Audits in Progress

* |T Asset Management (2022/23) — Draft report

* VAT/Tax — Fieldwork

* Contract Management — Draft Report

» Staff Recruitment, retention and talent management — Draft report
* Housing IT - Terms of Reference

* Western Growth Corridor — Fieldwork due to start
* Council Tax — Fieldwork

* Treasury Management — Fieldwork

* NNDR - Draft report

* Governance — Fieldwork

Changes to the Plan

The audit of Housing Strategy has been removed from the plan and is now planned for
April 2024. Discussions with the auditee found that they were currently revising the
strategy and there would be more value from the audit if we reviewed the new draft
plan.

Other work

* NFI — co-ordination.

* Recommendation follow-up — in progress

» Combined assurance — Completed

» Effectiveness of Audit Committee review — Completed

* 2024/25 Audit Plan — Completed

* Counter Fraud and Anti-Corruption Policy Statement and Action Plan — drafted.

Staffing

* Trainee Auditor post is now filled and working on the training and development plans
for staff.
* Recruitment to Principal Auditor post to commence in March 2024.



Benchmarking

Internal Audit's performance is measured against a range of indicators.
The statistics below show our performance on key indicators year to
date.

Performance on Key Indicators

63%
Plan
Completed

Rated our
service Good
to Excellent

100% 100% 100%
Va

80%
/ 759

50%

25%
1 17% |
Span Draft Response Final
Issue Issue

m2023/24 © Target to date



Standards

The international Internal Audit Standards
ERMN Board have issued the Global Internal Audit

The IlA state that the Standards are the culmination of years of research, outreach,
feedback, and due diligence, all of which were vital to crafting Standards that reflect the
vision, breadth, and depth of the profession and the needs of the organisations served.
The IIASB has a recent webinar, during which they discussed the Standards project and
the final contents of the new standards.

The full document can be found here. Internal Audit Services in all sectors are expected
o poranhwith #ha eavyiged standards by 2025.

CIPFA. i Chamtarad Inatitets of
Puiblic Finance & Acoounisncy

CIPFA are currently considering the implications for the Public Sector Internal Audit
Standards and are meeting with the Internal Audit Standards advisory board on 6 March.
The expectation is that there will be a consultation on the new PSIAS during the summer
for implementation in 2025.

clP‘FA The Chartened institwie of
Public Finance & Accountancy

MoouUIAlIVT

Developing an effective assurance framework in

a local authority
CIPFA has release a briefing aimed at everyone with an interest in assurance in a local
authority. It sets out what assurance frameworks are, assurance within local authorities,
roles and responsibilities and appetite. It briefly covers developing an assurance
framework which should set out the source of assurances available to the leadership team
and reflect the needs of the authority. The process should have a clear structure, identify
the main types and sources , set out how assurance providers should work together,
assess the effectiveness, identify gaps and duplications and facilitate regular review. The
full briefing can be found here.


https://www.theiia.org/en/learning/online/webinars/rapid-response-webinar/Webinar-playback/get-to-know-the-new-global-internal-audit-standards/
https://www.theiia.org/globalassets/site/standards/globalinternalauditstandards_2024january9_printable.pdf
https://eu-west-1.protection.sophos.com/?d=cipfa.org.uk&u=aHR0cHM6Ly91cGRhdGVzLmNpcGZhLm9yZy51ay9jL0FRajIzUlVRdFlFR0dMcjJwQ0VnMXVobjRGVWlUdkRwdXVpOXJKVG9DaW9Za3N4OVpqdjZFdnpmMzh3anFMVDJ5Y2s=&i=NjU0OGFlZjk5ZjUyMDMxMGFmMzEzNTQy&t=MkJMQ2FFRDY4RCtiZDNiK25WblBrR2J3K0s2VytKU05iSmVYbFRtcVBTYz0=&h=62196025bfab47cab9643bb76be2e4e1&s=AVNPUEhUT0NFTkNSWVBUSVaPOIWQfTUHy1ip_QYxE14c97h7j93G-Jo0-CKvkzdyZDL3_-hdnrzk2Dzqd8vf_0w

Appendix 1

High

Our critical review or assessment on the activity gives us a high level
of confidence on service delivery arrangements, management of
risks, and the operation of controls and / or performance.

The risk of the activity not achieving its objectives or outcomes is low.
Controls have been evaluated as adequate, appropriate and are
operating effectively.

Substantial

Limited

Low

Our critical review or assessment on the activity gives us a
substantial level of confidence (assurance) on service delivery
arrangements, management of risks, and operation of controls and /
or performance.

There are some improvements needed in the application of controls
to manage risks. However, the controls have been evaluated as
adequate, appropriate and operating sufficiently so that the risk of the
activity not achieving its objectives is medium to low.

Our critical review or assessment on the activity gives us a limited
level of confidence on service delivery arrangements, management
of risks, and operation of controls and / or performance.

The controls to manage the key risks were found not always to be
operating or are inadequate. Therefore, the controls evaluated are
unlikely to give a reasonable level of confidence (assurance) that the
risks are being managed effectively. It is unlikely that the activity will
achieve its objectives.

Our critical review or assessment on the activity identified significant
concerns on service delivery arrangements, management of risks,
and operation of controls and / or performance.

There are either gaps in the control framework managing the key
risks or the controls have been evaluated as not adequate,
appropriate or are not being effectively operated. Therefore the risk
of the activity not achieving its objectives is high.




Appendix 2

Scope of Work Start Start End Status/ Rating
Planned | Actual Actual

date date date

2022/23 Housing To provide assurance on the Q3 Mar 23 Oct 23 Completed

Repairs operation of the new repairs

process and the void repairs

process
2022/23 IT Asset Review of the processes and Q4 Feb 23 Draft Report
Management policies in place regarding the

control of IT assets (Including
mobile devices) including
asset management,
responsibility, use and the
security of the devices to
protect against unauthorised
use, access to information
and loss of assets.

2022/23 Staff Review of the impact of Q1 Sept22 Apr23  Completed
Wellbeing changes to working practices Start
on staff and action being delayed
taken. Covering areas such until
as homeworking, health and Septem
safety and the impact on ber by
sickness, grievances, auditee.
turnover.
Annual IA Report  Audit opinion & coverage for Q1 May23 Jun23  Completed
2021/22

Housing Benefit Detailed testing on behalf of Q1-2 May 23  Oct 23 Completed
Subsidy External Audit

VAT/Tax Assurance that VAT has been Nov 23 Fieldwork
correctly accounted for and
claims submitted in-line with
HMRC requirements.
Insurance Processes in place ensure Q2 Sept23  Feb 24 Completed
that the responsibility for
insurance is clearly defined
and sustainable, adequate
cover is in place, compliance
with internal procedures and
claims are dealt with
promptly.



Appendix 2

Scope of Work Status/ Rating

Council Tax There are effective Dec 23 Fieldwork
arrangements in place which
ensure that council tax due
to the Council is correctly
identified, calculated,
requested and accounted for.
Refunds, discounts,
exemptions and write-offs
are correctly applied.
Creditors Assurance that there are Q2 Aug23 Dec23 Completed
effective processes and
procedures in place which
ensure payments are made
to the correct suppliers in a
timely manner and in
accordance with the
Council's Financial Procedure
Rules.
Housing Rents To review the processes in Q4 Not started
place which ensure that
voids are managed effectively
reducing the loss of income.
Rent is charged correctly to
the correct people, collected
promptly, accounted for
accurately and arrears are
managed effectively in
accordance with policies.
NNDR To carry out a review of the Q4 Nov 24 Draft Report
key controls to provide
assurance that NNDR is
accurately charged and
promptly collected in
accordance with procedures.
Refunds, discounts,
exemptions and write-offs
are correctly applied.
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Appendix 2

Scope of Work Start Start End Status/ Rating
Planned | Actual Actual
date date date

Treasury To carry out a review of the Q4 Jan 24 Fieldwork
Management key controls to provide

assurance that separation of

duties are maintained,

system access is restricted,

procedure rules are adhered

to and monitoring and

reporting undertaken.

Contract To review the processes in Aug 23 Draft Report
Management place for managing contracts

throughout the Council.
Governance Health Health check of COLC against Feb 24 Fieldwork
Check the 7 governance

characteristics within the
Centre of Governance and
Scrutiny’s Governance, Risk
and Resilience Framework.
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Scope of Work Start Start End Status/
Planned | Actual Actual Rating
date date date

Neighbourhood There are structures, Terms of
Management and  processes and Reference
Regeneration plans/strategies in place

which ensure that

neighbourhood management

is effective and achieves its

intended outcomes now and

in the future.
Staff Recruitment,  Staff recruitment, selection Q3 Draft report
Retention and Talent and retention processes
Management ensure compliance with the

relevant legislations, policies

and procedures. Processes in

place to address the long

term vacancies and ‘grow’

staff.




Appendix 2

Scope of Work Start Start End Status/ Rating
Planned | Actual Actual

date date date

Performance To follow-up the Q4 Planned for
Management Follow implementation of 27 Feb
Up recommendations made in

the previous Limited
assurance report to ensure
they have been completed
and the assurance level

improved.
Housing IT System Implementation Various Terms of
Gateway reviews reference
Western Growth To provide assurance that Q3 Jan 24 Fieldwork to
Corridor appropriate partnership start

governance and programme
management arrangements
are in place for the
construction of Phase 1a.
UK Shared The processes in place for Q4 Not started
Prosperity the governance and
management of the Fund
including the management of
the Expressions of Interest
for projects.
Cyber Security To provide assurance that Q4 Jan 23 Fieldwork
the key areas of cyber
security have been
addressed in accordance
with the National Cyber
Security Centre 10 steps.
Digital To ensure security of on-line Q4 Feb 24 Terms of
services (web- Reference
site/forms/applications etc)
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Appendix 2

Scope of Work Start Start End Status/ Rating
Planned | Actual Actual

date date date

Access Control To provide assurance over Q4 Terms of
the processes in place for reference
controlling access to
systems, network and
suppliers remote access
control arrangements.

Combined Update of the Combined Q4 Feb24  Completed
Assurance Assurance Map

Audit Strategy &  Audit Strategy & Plan for Q4 Jan24 Mar24  Completed
Plan 2024/25
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