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The Audit & Governance Committee are requested to note the
assurance opinion given by the Chief Auditor and consider the
issues raised in the annual report.

1. Purpose of the Report

1.1 The attached annual assurance report of the Chief Auditor (required by the Accounts and

Audit regulations and the Public Sector Internal Audit Standards), sets out:

e the Chief Auditor's opinion on the overall adequacy and effectiveness of the
organisation’s internal control environment, drawing attention to any issues

particularly relevant to the preparation of the Annual Governance Statement.

o the key themes arising from the work of the Audit Team during the 2023/2024 financial

year; and

¢ the audit work undertaken compared to that planned, summarising the performance

of the Internal Audit function against its performance measures and targets.

1.2 The results of individual audits have been issued to the relevant Executive Directors,
Assistant Directors and managers throughout the year. In addition, quarterly reports have
been issued to, and discussed with, the Corporate Management Team (CMT) and the
Audit & Governance Committee in order to report on standards of internal control, to
provide appropriate focus on weaknesses and to progress remedial action where

necessary.

1.3 The following document is appended:

Appendix 1 — Internal Audit Annual Assurance Report
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Summary

The Chief Auditor is required to provide the Council with an opinion on the adequacy and
effectiveness of the Council’s risk management, internal control, and governance
processes. The opinion is designed to assist the Council in meeting its obligations, under
regulation 4 of the Accounts and Audit Regulations.

Whilst no assurance can ever be absolute, based on work completed during the course
of the year, the Chief Auditor has concluded that Limited Assurance can be placed on
the adequacy and effectiveness of the Council’s internal control framework within those
areas audited in 2023/2024.

The opinion does not imply that Internal Audit has reviewed all risks relating to the
organisation and assurances should be taken from other sources, such as External Audit
and other internal/external reviews.

The audit opinion is expressed using the same scale used for internal audit report
opinions. The scale ranges from ‘Substantial’ to ‘Reasonable’, through to ‘Limited’ and
‘No Assurance’. This opinion is reflective of the number and level of assurance opinions
provided throughout the year and the improvements required to the control framework in
some of those areas where weaknesses were identified in the past.

One of the most significant areas to influence the annual assurance opinion, for
2023/2024 is the number of audits receiving a negative assurance opinion, as well as a
combination of advisory work (not detailed audit reviews) and investigations undertaken.
44% of audits received limited or no assurance in 2023-24, compared to 26% in 2022-23,
and 38% in 2021-22 (see Appendix 1, section 3).

It should be noted that the limited assurance opinion is not a reflection of the key financial
systems of the council which support and underpin the production of the annual accounts,
as these systems reached a point of reasonable assurance during the 2022/2023 financial
year. The core financial systems were not audited in 2023/2024, due to both the
implementation of the new finance system and a revised audit risk assessment, following
positive reviews over the past 12 to 24 months. These core financial systems will however
be revisited in 2024/2025 to ensure that they are operating as prescribed.

Whilst it is not feasible to audit every system or financial process annually, with the
frequency dependent on available resources, informed by a risk assessment, we planned
our work so that we would have a reasonable expectation of detecting significant control
weaknesses in the areas audited. Some of the key areas for improvement identified
during our audit work throughout the year are set out below:

i. Our review of Employee Gifts & Hospitality and Declarations of Interest found that
although the Council has documented its expectations of staff including roles and
responsibilities within these areas, there has been a failure to ensure that it has taken
the opportunity to ensure staff are aware of these expectations, to provide a robust
process which staff are proactively encouraged to use, and to manage, monitor and
report outcomes.

ii. Our audit of Continuing Health Care found systems used to identify and monitor
contributions owed by the NHS were ineffective and allowed systems to be bypassed.
Processes need to be standardised, documented, and evidenced to prevent disputed
contributions and maximise the collection of NHS contributions.

iii. An audit of the Coroners Service reported significant weaknesses within the
governance and decision-making processes. An ageing SLA between the six



Berkshire Authorities lacks clarity and equity, particularly around the apportionment
of costs, with a greater liability allocated to Reading Council. Contracts were not
always in place and therefore no contract management or performance monitoring.
With no contract in place for Pathology Services, the service is exposed to short-
notice price increases and increased budget pressures.

iv. The Community Infrastructure Levy as it was found to be administered without any
documented process to clarify the requirements and processes for administering the
15%" element of CIL, both on ExCom?, or on a day-to-day basis. There is also an
over reliance on key individuals, and lack of separation of duties to ensure the
collection, allocation, and monitoring of CIL monies are effective and efficient.

v. At the request of the Assistant Director, an audit of Reading Foundation of Art
(Reading Museums) identified a lack of clarity of roles and responsibilities carried out
by RBC on behalf of the RFFA, with tacit knowledge of these held by a few
individuals. There is a risk of tasks being overlooked, over-reliance on the Museum
Curator, and loss of knowledge with the departure of key individuals. The lack of
clearly understood and documented policies and procedures has led to issues with
various finance processes.

vi. An audit of the Fuel System at the beginning of the year concluded that systems and
procedures for securing and accounting for fuel were found to be weak and no
assurance can be provided that the control environment is sufficient, to safeguard the
Council against loss or theft of fuel.

vii. A follow up audit review of Payments to Adult Social Care Provider Payments
identified considerable work had been completed and was in progress/ongoing since
the original audit report was agreed with a No Assurance opinion in January 2022.
However, at the time of our audit, there still remained significant issues to address,
including high levels and balances of invoices outstanding, in spite of considerable
reconciliation work completed with a good volume of payments cleared/paid or with
resolutions progressing. A project is just starting to implement a Mosaic Payment
Portal to improve the ASC payments to providers processes which will interface with
AP in due course.

2.8 It should be noted that an audit is a snapshot at one moment in time and therefore
weaknesses may have been rectified and improvements made since the audit
review. These audits will be subject to audit follow-up during the next 12-18 months
or sooner.

29 In addition to assurance work, we have undertaken some consultancy activity where
internal audit’s purpose is to be the ‘critical’ friend by questioning processes and controls
during the design stage. In these instances, we summarise the work completed by the
service, but do not provide an Assurance Opinion (i.e., Substantial, Reasonable, Limited
or No Assurance).

2.10 An implementation status review of the Procurement Service’s action plans found there
were many complex and detailed project streams and progress had been made in some
areas including a review of policies, the use of waivers, the supplier set-up procedure,

' CIL Regulations require that 15% of CIL receipts be used to assist the delivery of infrastructure to support
neighbourhood priorities.

2 Exacom is a “multi-user CIL Administrator product is aimed at Community Infrastructure Levy charging
and collection authorities and is designed to take the sting out of CIL administration, providing a work-flow
interface to enable an administrator to capture information, calculate charges, levies, surcharges etc,
generate notices and manage finance. It also provides alerting when due dates are reached.”
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and the e-sourcing portal. However, at the time of our review, work had not yet
commenced on embedding the hub and spoke procurement model or up-dating and
maintaining the contracts register.

Assurance was taken from the maturity assessment undertaken by the Procurement
Team, which covered seven areas: i) procurement leadership and governance, ii)
procurement strategy and obijectives, iii) defining the supply need, iv) commodity
strategies and collaborative procurement, v) contract and supplier management, vi) key
purchasing processes and systems, vii) people and performance management — and
consisted of 53 questions in total. Of the 53 questions, 31 (58%) were identified as
developing towards conformity, 19 (36%) were identified as non-conforming, 2 (4%) as
conforming and 1 (2%) as not applicable.

We also noted the Data Transparency pages for the Contract and Procurement data
remained out of date as of March 2024. However, the Assistant Director Procurement and
Contracts has confirmed that they have planned for this work to gather the information to
begin in April 2024.

We aided the Assistant Director of Legal & Democratic Services to identify how
incomplete financial reporting and undercharging to partners had occurred for the
services provided by the Joint Legal Team (JLT). Balancing payments had to be applied
to the partners accounts because of previous undercharging. Through our enquiries we
identified that a mistake occurred because of human error, but there were also concerns
regarding the accounting arrangements within the Joint Legal Team. This area is planned
for an audit review in 2024/2025.

Last year, following a review of Housing Repairs, we reported several areas with scope
for improvement, with a lack of compliance and inconsistencies with various processes
followed. Contracts had expired, performance review meetings were not being held with
all sub-contractors and jobs were not being completed or closed on the relevant system.
Data quality was poor, with over eight thousand open jobs open as at mid-February 2023,
more than half of which were overdue. A subsequent external review undertaken in
2023/2024 found little or no controls over subcontractor usage within the housing repairs
service, which leaves RBC open to reputational, safety and financial risks. As well as not
adhering to procurement legislation and the Council’s standing orders this also brings into
question whether the council receives value for money from its suppliers. This has been
further exacerbated with subsequent investigation(s) in this area, which at the time of
writing are still ongoing.

On a more positive note, several initiatives are underway to improve collection methods
for Adult Social Care Debt, which represents around 50% of the Council’s total Sundry
outstanding debt. Our audit of Council Tax concluded that there are controls in place to
ensure council tax bills are correctly calculated, appropriately set up on the council tax
system, payments are collected, accounted for, and monitored. We reported that
significant improvements had been made, with bank reconciliations being monitored and
regularly completed in a timely manner. However, centrally held evidence to support the
feeder system reconciliations continues to be an issue, as does having complete and up
to date documented processes for many key feeder system reconciliations.

The attached report provides more detail and highlights the performance of the audit &
investigations team over the year ending the 31 March 2024.

Contribution to Strategic Aims
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The Internal Audit Team aims to assist in the achievement of the strategic aims of the
Council set out in the Corporate Plan by bringing a systematic disciplined approach to
evaluate and improve the effectiveness of risk management, control and governance
processes. In particular, audit work is likely to contribute to the priority of remaining
financially sustainable to deliver the Council’s priorities. The Council’'s new Corporate
Plan has established three themes for the years 2022/25. These themes are:

e Healthy Environment
e Thriving Communities
¢ Inclusive Economy

These themes are underpinned by “Our Foundations” explaining the ways we work at the
Council:

e People first

¢ Digital transformation

¢ Building self-reliance

¢ Getting the best value

e Collaborating with others

Full details of the Council’'s Corporate Plan and the projects which will deliver these
priorities are published on the Council’s website. These priorities and the Corporate Plan
demonstrate how the Council meets its legal obligation to be efficient, effective and
economical.

Environmental and Climate Implications

There are no environmental or climate implications arising from the report.

Community Engagement
N/A

Equality Implications

No equalities impact implications have been identified as arising from this report.

Other Relevant Considerations

None

Legal Implications

Legislation dictates the objectives and purpose of Internal Audit the requirement for an
Internal Audit function is either explicit or implied in the relevant local government
legislation.

Section 151 of the Local Government Act 1972 requires every local authority to “make
arrangements for the proper administration of its financial affairs” and to ensure that one
of the officers has responsibility for the administration of those affairs.


https://democracy.reading.gov.uk/documents/s21859/CorporatePlan-2022-25.pdf

8.3 In England, more specific requirements are detailed in the Accounts and Audit
Regulations in that authorities must “maintain an adequate and effective system of
internal audit of its accounting records and of its system of internal control in accordance
with proper internal audit practices”.

9 Financial Implications

9.1 n/a

10 Timetable for Implementation
10.1 n/a

1 Background Papers
111 n/a



