NOTICE OF MEETING

Meeting: AUDIT COMMITTEE

Date and Time: FRIDAY, 18 MARCH 2016, AT 10.00 AM*

Place: COMMITTEE ROOM 1, APPLETREE COURT,
LYNDHURST

Telephone enquiries to: Lyndhurst (023) 8028 5000

023 8028 5588 - ask for Andy Rogers
E-mail: andy.rogers@nfdc.gov.uk

PUBLIC PARTICIPATION:

*Members of the public may speak in accordance with the Council's public

participation scheme:

(a) immediately before the meeting starts, on items within the Committee’s terms of
reference which are not on the public agenda; and/or

(b) onindividual items on the public agenda, when the Chairman calls that item.

Speeches may not exceed three minutes. Anyone wishing to speak should contact

the name and number shown above.

Bob Jackson
Chief Executive

Appletree Court, Lyndhurst, Hampshire. SO43 7PA
www.newforest.gov.uk

This Agenda is also available on audio tape, in Braille, large print and digital format

AGENDA

Apologies
1. MINUTES

To confirm the minutes of the meeting held on 22 January 2016 as a correct record.

2. DECLARATIONS OF INTEREST

To note any declarations of interest made by members in connection with an
agenda item. The nature of the interest must also be specified.

Members are asked to discuss any possible interests with Democratic Services
prior to the meeting.



10.

PUBLIC PARTICIPATION

To note any issues raised during the public participation period.

AUDIT COMMITTEE BRIEFING (Pages 1 - 12)

To note the Local Government Audit Committee Briefing prepared by Ernst and
Young, the Council’s external auditor.

2015/16 AUDIT PLAN (Pages 13 - 30)

To note the external auditor’s proposed audit plan for the year 2015/16.

PROGRESS AGAINST THE 2015/16 AUDIT PLAN (Pages 31 - 34)

To note progress against the 2015/16 internal audit plan, which was approved in
March 2015.

INTERNAL AUDIT CHARTER, ASSURANCE FRAMEWORK AND INTERNAL
AUDIT PLAN 2016/17 (Pages 35 - 38)

To review the Internal Audit Plan for 2016/17.

CHANGE OF DATE FOR NEXT MEETING

The next scheduled meeting date is Friday, 24 June at 10.00 a.m. As this is the

morning after the EU Referendum count, it is proposed that the meeting be moved.

RECOMMENDATION:

That the date of the next meeting be moved from 24 June to Tuesday, 28 June

at 10.00 a.m.

AUDIT COMMITTEE WORK PLAN (Pages 39 - 40)

To consider the Audit Committee’s Work Plan.

ANY OTHER ITEMS WHICH THE CHAIRMAN DECIDES ARE URGENT

To: Councillors: Councillors:

A D O'Sullivan (Chairman) J D Heron

J G Ward (Vice-Chairman) Mrs E L Lane
W G Andrews R A Wappet
M R Harris C A Wise



Contents at a glance
Government and economic news

Accounting, auditing and
governance

Regulation news

Key questions for the audit
committee

Find out more

Agenda Item 4

Local government
audit committee

briefing

This sector briefing is one of the ways
that we see as supporting you and your
organisation in an environment that is
constantly changing and evolving.

It covers issues which may have an
impact on your organisation, the local
government sector and the audits that we
undertake.

The public sector audit specialists in
EY's national Government and Public
Sector (GPS) team have extensive public
sector knowledge which is supported

by the wider expertise across EY's UK
and international business. This briefing
reflects this, bringing together not only
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technical issues relevant to the local
government sector but wider matters
of potential interest to you and your
organisation.

Links to where you can find out more on
any of the articles featured can be found
at the end of the briefing, as well as some
examples of areas where EY can provide
support to Local Authorities.

We hope that you find the briefing
informative and should this raise any
issues that you would like to discuss
further please do contact your local
engagement team.

Building a better
working world
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EY Item Club forecast

In its latest quarterly forecast (Winter) the EY Item Club highlights
that what it terms the UK consumer’s “holiday"” from inflation

and austerity in 2015 is expected to continue well into 2016,
aided by the sharp fall in oil and other commodity prices, and the
Chancellor's change of heart on working tax credits.

Whilst the global situation is clearly fragile, the UK is seen to be
well placed to ride out the storms. Growth is expected to increase
from the revised 2.2% in 2015 to 2.6% this year, being supported
by low inflation and interest rates. The CPl is forecast to increase
by just 0.7% and they do not expect the Bank of England Monetary
Policy Committee to increase bank rate until late in the year.

Looking further forward, the forecast is for inflation and austerity
to return, with GDP growth of 2.3% in 2017 and 2.2% in 2018 and
consumer spending growth dropping from 2.8% in 2016 of 2.1%
in 2017 and 1.7% in 2018. Highlighted as impacting on this are
the increasing taxes and levies on consumers and companies, and
the roll-out of Universal Credit (which will claw back this Autumn’s
concessions to low earners). Inflation is expected to increase to
1.8% by 2018, remaining below the MPC target until 2019.

Continuing uncertainty over the EU Referendum could potentially
hit business investment this year, as businesses wait to see the
result, but momentum in the UK and other economies is seen as
supporting capital spending this year.

2 | Local government audit committee briefing

Local Government Devolution

Towards the end of 2015, Birmingham and Liverpool each agreed
devolution deals with Treasury which gives them control over
infrastructure investment, transport and skills. This brings the
total of devolution deals to 6:

» Birmingham
Liverpool

Greater Manchester
Sheffield

North East

vV vy VvyYyyy

Tees Valley

Each area will need to elect a metro mayor, with elections
expected to take place in 2017.

For Birmingham, £1.2bn of government investment is anticipated
over the next 30 years, and for Liverpool the expectation is
£30mn per year over the next three decades.

Read the government announcements in full at https://www.gov.
uk/government/news/historic-devolution-deal-to-power-the-
midlands-engine and https://www.gov.uk/government/news/
liverpool-devolution-deal-boosts-the-northern-powerhouse.
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Spending Review 2015

Some headlines from the Spending Review 2015 include:
» The intention to be running a £10bn surplus by 2019/20.
» Tax credit taper rates and thresholds will remain unchanged.

» Council tax increases of 2% to support social care will be
permitted. Local Police and Crime Commissioners will have the
power to increase their share of council tax by 2% from April
2016.

» From 2020, local government will retain 100% of business
rates collected. The system of top ups and tariffs redistributing
revenues between local authorities will be retained. The
uniform rate will be abolished; allowing local areas to cut
business rates if they choose to do so in order to win new jobs
and generate wealth.

» Police and schools funding will be protected in line
with inflation.

Read more at:

https://www.gov.uk/government/topical-events/autumn-
statement-and-spending-review-2015

The Government has also consulted on the 2016-17 settlement.
Further details available at https://www.gov.uk/government/
uploads/system/uploads/attachment_data/file/486730/
Provisional_settlement_consultation_document.pdf.
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Consultation: New Homes Bonus

In 2011 the New Homes Bonus was introduced to incentivise
local authorities to encourage housing growth in their areas.
Since 2011, £3.4bn has been allocated to support the delivery of
700,000 new homes and the return of 100,000 long term empty
homes to use.

The Department for Communities and Local Government (DCLG)
has released a consultation which seeks views on potential
changes to the New Homes Bonus. The changes are intended

to "better reflect authorities’ delivery of new housing"”. Other
proposed changes include introducing a reduction to the number
of years in which current and future payments are made, from six
years to four years.

See full details of the consultation as well as methods for
responding at:

https://www.gov.uk/government/consultations/new-homes-bonus-
sharpening-the-incentive-technical-consultation

The deadline for response is 10th March 2016.

Local government audit committee briefing | 3
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Local Authority Revenue Expenditure and
Financing

During November 2015, statistics for 2014-15 on revenue
expenditure and financing with local government were released by
the Department for Communities and Local Government.

Some highlights include:

Total revenue expenditure by local authorities in England reduced
by 0.5% in 2014-15, from £96.4bn in 2013-14 to £95.9bn,
however, excluding spend on Education (30.7% of total net current
expenditure) there was an increase of 1.5% from £60.5bn in 2013-
14 to £61.5bn.

Net current expenditure on education saw the largest decrease,
which was largely driven by schools achieving academy status and
therefore receiving central expenditure, and by the reclassification
of some services to Children and Families Social Care services
(which saw a £1.2bn increase for this reason).

Local Authorities added £0.9bn to reserves in 2014-15 as
compared to £2.4bn in 2013-14. This takes total reserves to
£22.5bn and means that the last 15 years has seen a significant
increase in the amount held by local authorities in non-ringfenced
reserves. Communities Secretary Greg Clark has noted this
increase and said:

4 | Local government audit committee briefing

"With local government accounting for a quarter of all public
spending, it is right that they are called on to play their part in
dealing with the deficit.

Today's figures show how they are well placed to do so, with local
authorities holding £22.5bn held in non-ringfenced reserves — up
170% in real terms over the last 15 years.

As we continue to secure our country's economic future and cut
the deficit, now is the time to make efficient use of their assets and
resources to provide the services local people want to see.”

Public Finance has published an article available at http://www.
publicfinance.co.uk/news/2015/11/mounting-reserves-leave-
councils-well-placed-make-cuts-says-clark, and the full publication
is available at https://www.gov.uk/government/statistics/local-
authority-revenue-expenditure-and-financing-in-england-2014-to-
2015-final-outturn

Response to flooding

The Bellwin scheme, which compensates eligible authorities for
exceptional costs incurred in incidents like flooding, has been
opened for councils affected by floods resulting from storms
Desmond and Eva.

Authorities are eligible for costs under the scheme when they have
spent more than 0.2% of their calculated annual revenue budgets
on works.
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Bellwin allows eligible authorities to apply to have 100% of their
costs above threshold reimbursed by the government.

Eligible authorities include:

» Councils

» Policing bodies

» Fire and rescue authorities
» National Park authorities

For more information see https://www.gov.uk/government/news/
north-west-england-floods-2015-government-response.

Council Tax support

A review into the effectiveness of Council Tax support schemes
across the country has been initiated, led by Member of
Parliament, Eric Ollerenshaw, OBE.

Council Tax Benefit was reformed from 2013-14 to give councils
the power to design their own schemes and align them to local
needs. This review is intended to examine the implementation of
this change and to consider whether or not this support should be
part of the Universal Credit payments in the future.

Further details of the review are available at:

https://www.gov.uk/government/news/launch-of-review-into-
council-tax-support.
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Public sector exit payment recovery requlations

The government is consulting on draft reqgulations that will give
effect to the powers enacted in the Small Business, Enterprise and
Employment Act 2015. These requlations allow for the recovery
of exit payments following the return of a high earner to the public
sector within a year of their initial departure.

Changes made to the policy since the previous consultation
include:

» The minimum earnings threshold for individuals subject to
the recovery provisions has been lowered from £100,000 to
£80,000

» The policy has been extended to include qualifying returns to
any part of the public sector, rather than only to the same part
of the public sector

» Introduction of a tapered recovery period for 12 months from
the exit date

» Recovery will now include employer funded pension ‘top up’
payments made under the Local Government Pension Scheme.

Public sector organisations that are in scope and those are that
are proposed to be exempt are included in the draft requlations.

Following this consultation, the regulations will go through
Parliamentary scrutiny, and the intention is that the policy will take
effect from April 2016.

Read more at https://www.gov.uk/government/news/government-
calls-time-on-public-sector-parachute-payments-for-boomerang-
bosses.

Local government audit committee briefing | 5
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Faster Close update

Since our think piece ‘accelerating your financial close
arrangements' in the summer — we have worked together with
our clients to successfully deliver another round of financial
statements audits.

We have seen again a number of our clients achieve the earlier 31
July deadline — three years ahead of schedule. Nationally, 5% of
opinions were issued by 31 July for 2014-15.

At other clients, we have seen a shortening of the actual audit
window as both preparers and auditors refine the operational
timetable in readiness for 2017-18 audits.

The think piece set out some areas where preparers can hone
their closedown plans and work with their auditors in the run up to
the revised timetable. Discussions with clients around the country
are showing encouraging signs that finance teams are already
grasping the issue and working on solutions to enable them to
prepare and submit draft financial statements and supporting
working papers to the auditor by 31 May. Twenty-one percent of
our clients have committed to this earlier target for the 2015-16
audits.

On our side, as a firm, we are reviewing how we can streamline
our audit approach, to provide maximum ability to undertake early
substantive testing across a Month 8-10 window, thereby reducing
some pressure in the key June — July audit window. This may not
work in all cases, because of the budget setting process, so other
ways of streamlining the audit approach are also being developed.

6 | Local government audit committee briefing

In addition, we are addressing the resourcing challenge that this
presents to audit firms, with a significant recruitment campaign to
enable us to continue to deliver exceptional client service across
the entire sector. This will require us to phase our audits, at both
an interim and final audit stage to allow us greater flexibility in
resource deployment and audit clients should be prepared to have
bigger audit teams on site for shorter periods of time, as running
all audits concurrently is not likely to be possible.

A key issue arising from our recent discussions is dealing with the
governance processes at councils for receiving the auditor’s report
and approving the accounts. There are a wide range of approval
processes in place at councils as a result of custom and practice
over the years, and some are more streamlined than others.

Councils will need to review their governance processes for
approving the accounts with a view to making it as simple as
possible to ensure the maximum amount of the nine week window
for audit can be used for audit procedures. Under the Account
and Audit Regulations 2015, it is only the responsibility of the
committee ‘charged with governance’ to approve the financial
statements ahead of final certification by the s151 officer. Adding
additional layers of approval through to Cabinet or Full Council
slows down the governance process and potentially adds to the
audit burden.

For 2014-15 audits, 8% of our clients had Audit Committee
meetings scheduled before September for approval of the financial
statements. For 2015-16, in several instances Audit Committee
timetables have not yet been finalised, however, currently 7% of
our client base has already confirmed that their Audit Committee
timetable would enable accounts authorisation before September,
with 4% scheduled before 31 July 2016.

Page 6



An effective Audit Committee is one which can appropriately
scrutinise the financial statements and the auditor’s results report
prepared under International Standard on Auditing (UK&I) 260,
and challenge officers about accounting policies and estimates in
order to be able to approve the financial statements on behalf of
the council.

Given the lead time for amending corporate governance
processes, officers should review the approval arrangements, and
schemes of delegation from Full Council, ensuring that the Audit
Committee operates as effectively as possible and to the remit

as set out by CIPFA in its guidance ‘Audit Committees: Practical
Guidance for Local Authorities and Police (2013 edition)".

We are encouraged by the response of our clients to this challenge
and the acceptance that it is a joint responsibility to achieve the
faster close, and we will continue to work with you as we both
prepare for the advanced deadlines.

For further information, please speak to a member of your
engagement team.

Value for Money guidance

The Local Audit & Accountability Act 2014 Section 20(1) requires
that: ‘In auditing the accounts of a relevant authority other than
a health service body, a local auditor must, by examination of the
accounts and otherwise, be satisfied ... (c) that the authority has
made proper arrangements for securing economy, efficiency and
effectiveness in its use of resources’.

The Act is implemented through the National Audit Office's 2015
Audit Code of Practice (the Code), which sets out what local
auditors are required to do to fulfil their statutory responsibilities
under the Act.

Page 7

Paragraph 3.14 sets out that ‘the auditor’s work should be
designed to provide the auditor with sufficient assurance to
enable them to report as appropriate to audited bodies other than
health service bodies, providing a conclusion that in all significant
respects, the audited body has (or has not) put in place proper
arrangements to secure value for money through economic,
efficient and effective use of its resources for the relevant period'.

To support the Code, the NAO issues guidance to auditors. This is
undertaken by preparing and publishing Auditor Guidance Notes
(AGNSs) which are publically available on its website. See https://
www.nao.org.uk/code-audit-practice/guidance-and-information-
for-auditors/

AGN 03 - Auditors’ work on Value for Money Arrangements was
published in November 2015 following a consultation period. It
confirms the requirement is for auditors to issue a conclusion in
respect of the single overall criterion that:

“In all significant respects, the audited body had proper
arrangements to ensure it took properly informed decisions
and deployed resources to achieve planned and sustainable
outcomes for taxpayers and local people.”

To assist auditors the NAO provide three sub-criteria that are
intended to guide auditors in reaching their overall judgement:

» Informed decision making
» Sustainable resource deployment
» Working with partners and other third parties

However, these are not separate and auditors are not required to
reach a judgement against each one.

Underpinning these sub-criteria are the proper arrangements,

Local government audit committee briefing | 7
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which are aligned to the scope of arrangements that are already
required to be put in place and reported on through documents
such as the annual governance statement.

Auditors are required to undertake a risk assessment to identify
any significant risks that, in the auditor's judgement, have the
potential to cause the auditor to reach an inappropriate conclusion
on the audited body's arrangements.

The Code defines ‘significant’ as follows: “a matter is significant
if, in the auditor’s professional view, it is reasonable to conclude
that the matter would be of interest to the audited body or the
wider public. Significance has both qualitative and quantitative
aspects.”

Where such a significant risk is identified, further audit work will
be undertaken based on the auditor’s professional judgement.
If the auditor does not identify any significant risks, there is no
requirement to carry out further work.

Full information on all of the above can be found within AGN 03.
See https://www.nao.org.uk/code-audit-practice/guidance-and-
information-for-auditors/

New arrangements for the exercise of
public rights

The Accounts and Audit Regulations 2015 (the Regulations) set
out new arrangements for the exercise of public rights from 2015-
16 onwards. In respect of principal bodies, paragraph 9(1) requires
the responsible financial officer to commence the period for the
exercise of public rights and to notify the local auditor of the date
on which that period was commenced. This is a change to previous
arrangements where the local auditor notified the audited body

of the appointed date on or after which local government electors
could exercise their rights.

8 | Local government audit committee briefing

Paragraph 9(2) is clear that the final approval of the statement of
accounts by the authority prior to publication cannot take place
until after the conclusion of the period for the exercise of public
rights. For 2015-16, the thirty working day period for the exercise
of public rights must include the first ten working days of July, this
means that authorities will not be able to approve their audited
accounts or publish before 15 July 2016.

Paragraph 14(1) states that any rights of objection, inspection and
questioning of the local auditor conferred by sections 26 and 27 of
the Act may only be exercised within a single period of 30 working
days. In effect this paragraph brings the period in which an elector
can question the auditor into the inspection period, rather than
immediately following the inspection period as per the previous
regulations. As a result of this, auditors are unable to issue their
audit reports until the 30 day period has been concluded.

Read the regulations in full at http://www.legislation.gov.uk/
uksi/2015/234/regulation/2/made.

Consultation: HRA accounting

The Department for Communities and Local Government is
consulting on directions to replace the Housing Revenue Account
(Accounting Practices) Directions 2011, which will cease to have
effect in relation to Housing Revenue Accounts of local housing
authorities in England from 1 April 2016. DCLG describes the
replacement directions as essentially technical changes in

order to bring the accounting requirements in line with proper
practices under international accounting standards. They specify
information to be disclosed in the notes to the HRA.

See full details of the draft direction at:

https://www.gov.uk/government/consultations/housing-revenue-
account-accounting-practices-directions-2015
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Report on the results of auditors' work 2014-15

Public Sector Audit Appointments (PSAA) have published their
first report showing the results of auditors’ work for 2014-15
covering 509 principal bodies and 9,755 small bodies.

The report includes information on timeliness of reporting, as well
as the outcomes of those reports.

>

>

>

Auditors were able to issue an early opinion (by 31st July
2015) for 5% of principal bodies.

The auditor was unable to issue an opinion by the statutory
deadline of 30th September at 15 bodies (3%), compared to 2%
in 2013-14.

Consistent with 2013-14, no non-standard opinions
were issued.

20 non-standard value for money opinions were issued,
including 1 adverse conclusion, 18 except-for conclusions, and
one report on matters arising.

Ten value for money conclusions were outstanding at the time
of publishing the report.

Read the report in full at:

http://www.psaa.co.uk/appointing-auditors/terms-of-
appointment/reports-on-the-results-of-auditors-work/

Page 9
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What questions should the Audit Committee ask itself?

Have we considered our responses to the key government
consultations that affect us, including New Homes Bonus and HRA
Accounting Directions?

Have we formulated a response to support the review of Local
Council Tax Support Schemes? How effective have our council tax
support arrangements been since 2013-147?

Are we monitoring our progress against the revised timetable for
closing the accounts from 2017-18 onwards?

Have we considered amending governance arrangements to
streamline the approval of the financial statements?

10 | Local government audit committee briefing P age 10
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Ey Item Club Summer 2015 forecast

For details of the EY Item Club's latest forecast, see http://www.
ey.com/UK/en/Issues/Business-environment/Financial-markets-
and-economy/ITEM---Forecast-headlines-and-projections

Local Government Devolution

Read the government announcements in full at https://www.gov.
uk/government/news/historic-devolution-deal-to-power-the-
midlands-engine and https://www.gov.uk/government/news/
liverpool-devolution-deal-boosts-the-northern-powerhouse.

Spending Review 2015
Read more at:

https://www.gov.uk/government/topical-events/autumn-
statement-and-spending-review-2015

Consultation: New Homes Bonus
See full details of the consultation as well as methods for
responding at:

https://www.gov.uk/government/consultations/new-homes-bonus-
sharpening-the-incentive-technical-consultation

Local Authority Revenue Expenditure and Financing
The full publication is available at:
https://www.gov.uk/government/statistics/local-authority-

revenue-expenditure-and-financing-in-england-2014-to-2015-
final-outturn

Response to flooding

For more information see https://www.gov.uk/government/news/
north-west-england-floods-2015-government-response.

Council Tax Support
Further details of the review are available at:

https://www.gov.uk/government/news/launch-of-review-into-
council-tax-support.
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Public Sector Exit Payment Recovery Regulations

Read more at https://www.gov.uk/government/news/government-
calls-time-on-public-sector-parachute-payments-for-boomerang-
bosses

Faster Close update

The original publication ‘accelerating your financial close
arrangements’ can be accessed at http://www.ey.com/
Publication/vwLUAssets/EY_-_Accelerating_your_financial_
close_arrangements/SFILE/EY-accelerating-your-financial-close-
arrangements.pdf

For more information, please contact a member of your
engagement team.

Value for Money guidance

Full information on the new guidance can be found within AGN 03.
See https://www.nao.org.uk/code-audit-practice/guidance-and-
information-for-auditors/

New arrangements for the exercise of public rights
Read the requlations in full at http://www.legislation.gov.uk/
uksi/2015/234/requlation/2/made

Consultation: HRA accounting
See full details of the draft direction at:

https://www.gov.uk/government/consultations/housing-revenue-
account-accounting-practices-directions-2015

Report on the results of auditors’ work 2014-15
Read the report in full at:

http://www.psaa.co.uk/appointing-auditors/terms-of-
appointment/reports-on-the-results-of-auditors-work/
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19 Threefield Lane ey, COom
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Members of the Audit Committee 18 March 2016

New Forest District Council

Dear Committee Members

2015/16 Audit Plan

We are pleased to attach our Audit Plan which sets out how we intend to carry out our responsibilities as
your auditor. Its purpose is to provide the Audit Committee with a basis to review our proposed audit
approach and scope for the 2015/16 audit in accordance with the requirements of the Local Audit and
Accountability Act 2014, the National Audit Office’s 2015 Code of Audit Practice, the Statement of
Responsibilities issued by Public Sector Audit Appointments (PSAA) Ltd, auditing standards and other
professional requirements. It is also to ensure that our audit is aligned with the Committee’s service
expectations.

This plan summarises our initial assessment of the key risks driving the development of an effective
audit for the Council, and outlines our planned audit strategy in response to those risks.

We welcome the opportunity to discuss this plan with you on 18 March 2016 and to understand whether
there are other matters which you consider may influence our audit.

Yours faithfully

Helen Thompson

Executive Director

For and behalf of Ernst & Young LLP
Enc

The UK firm Ernst & Young LLP is a limited liability partnership registered in England and Wales wnhﬁistered number OC300001 and is a member firm of Ernst & Young Global Limited.

A list of members’ names is available for inspection at 1 More London Place, Lorpuag e 1
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In April 2015 Public Sector Audit Appointments Ltd (PSAA) issued “Statement of responsibilities of auditors and
audited bodies 2015-16’. It is available from the Chief Executive of each audited body and via the PSAA website
(www.psaa.co.uk)

The Statement of responsibilities serves as the formal terms of engagement between appointed auditors and audited
bodies. It summarises where the different responsibilities of auditors and audited bodies begin and end, and what is
to be expected of the audited body in certain areas.

The ‘Terms of Appointment from 1 April 2015’ issued by PSAA sets out additional requirements that auditors must
comply with, over and above those set out in the National Audit Office Code of Audit Practice (the Code) and statute,
and covers matters of practice and procedure which are of a recurring nature.

This Audit Plan is prepared in the context of the Statement of responsibilities. It is addressed to the Audit Committee,
and is prepared for the sole use of the audited body. We, as appointed auditor, take no responsibility to any third
party.

Our Complaints Procedure — If at any time you would like to discuss with us how our service to you could be
improved, or if you are dissatisfied with the service you are receiving, you may take the issue up with your usual
partner or director contact. If you prefer an alternative route, please contact Steve Varley, our Managing Partner, 1
More London Place, London SE1 2AF. We undertake to look into any complaint carefully and promptly and to do all
we can to explain the position to you. Should you remain dissatisfied with any aspect of our service, you may of
course take matters up with our professional institute. We can provide further information on how you may contact
our professional institute.

EY i
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Overview

Overview

Context for the audit

This Audit Plan covers the work that we plan to perform to provide you with:

» our audit opinion on whether the financial statements of New Forest District Council give
a true and fair view of the financial position as at 31 March 2016 and of the income and
expenditure for the year then ended; and

» a statutory conclusion on the Council’s arrangements to secure economy, efficiency and
effectiveness.

We will also review and report to the National Audit Office (NAO), to the extent and in the
form required by them, on the Council’'s Whole of Government Accounts return.

When planning the audit we take into account several key inputs:

» strategic, operational and financial risks relevant to the financial statements;

» developments in financial reporting and auditing standards;

» the quality of systems and processes;

» changes in the business and regulatory environment; and

» management’s views on all of the above.

By considering these inputs, our audit is focused on the areas that matter and our feedback is
more likely to be relevant to the Council. Our audit will also include the mandatory procedures
that we are required to perform in accordance with applicable laws and auditing standards.
There has been no change to our assessment of risk since last year.

In parts two and three of this plan we provide more detail on the above areas and we outline
our plans to address them. Our proposed audit process and strategy are summarised below

and set out in more detail in section four.

We will provide an update to the Audit Committee on the results of our work in these areas in
our report to those charged with governance scheduled for delivery in September 2016.

Our process and strategy
Financial statement audit

We consider materiality in terms of the possible impact of an error or omission on the
financial statements and set an overall planning materiality level. We then set a tolerable
error to reduce the probability that the aggregate of uncorrected and undetected
misstatements exceeds planning materiality to an appropriately low level. We also assess
each disclosure and consider qualitative issues affecting materiality as well as quantitative
issues.

We will look at the outcome of the work of internal audit in informing our view of how the
Council has performed during 2015/16 and in assessing the adequacy of the Council’s
internal control environment. Further detail is included in section two of this Audit Plan.

EY |1
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Overview

Arrangements for securing economy, efficiency and effectiveness

Our approach to the value for money (VFM) conclusion for New Forest District Council for
2015/16 is based on the approach specified by PSAA. For 2015/16 this is based on the
overall evaluation criterion:

“In all significant respects, the audited body had proper arrangements to ensure it took
properly informed decisions and deployed resources to achieve planned and sustainable
outcomes for taxpayers and local people”

We adopt an integrated audit approach, so our work on the financial statement audit feeds
into our consideration of the arrangements in place for securing economy, efficiency and
effectiveness.

Further detail is included in section three of this Audit Plan.

EY
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Financial statement risks

Financial statement risks

We outline below our assessment of the financial statement risks facing the Council,
identified through our knowledge of the Council’s operations and discussion with those
charged with governance and officers.

At our meeting, we will seek to validate these with you.

Significant risks (including fraud risks) Our audit approach

Risk of management override

As identified in ISA (UK and Ireland) 240, Our approach will focus on:
management is in a unique position to perpetrate
fraud because of its ability to manipulate
accounting records directly or indirectly and
prepare fraudulent financial statements by
overriding controls that otherwise appear to be
operating effectively. »  reviewing accounting estimates for evidence
of management bias, and

testing the appropriateness of journal entries
recorded in the general ledger and other
adjustments made in the preparation of the
financial statements;

We identify and respond to this fraud risk on every

audit engagement. » evaluating the business rationale for
significant unusual transactions.

Respective responsibilities in relation to fraud and error

We would like to take this opportunity to remind you that management has the primary
responsibility to prevent and detect fraud. It is important that management, with the oversight
of those charged with governance, has a culture of ethical behaviour and a strong control
environment that both deters and prevents fraud.

Our responsibility is to plan and perform audits to obtain reasonable assurance about
whether the financial statements as a whole are free of material misstatements, whether
caused by error or fraud. As auditors, we approach each engagement with a questioning
mind that accepts the possibility that a material misstatement due to fraud could occur, and
design the appropriate procedures to consider such risk.

Based on the requirements of auditing standards our approach will focus on:

» identifying fraud risks during the planning stages;

» enquiry of management about risks of fraud and the controls to address those risks;

» understanding the oversight given by those charged with governance of management’s
processes over fraud;

» consideration of the effectiveness of management’s controls designed to address the
risk of fraud;

» determining an appropriate strategy to address any identified risks of fraud; and

» performing mandatory procedures regardless of specifically identified fraud risks.

EY |3
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Economy, efficiency and effectiveness

Economy, efficiency and effectiveness

We are required to consider whether the Council has put in place proper arrangements to
secure economy, efficiency and effectiveness on its use of resources.

For 2015/16 this is based on the overall evaluation criterion:

“In all significant respects, the audited body had proper arrangements to ensure it took
properly informed decisions and deployed resources to achieve planned and sustainable
outcomes for taxpayers and local people”

Proper arrangements are defined by statutory guidance issued by the National Audit Office.
They comprise your arrangements to:

» take informed decisions;
» deploy resources in a sustainable manner; and
» work with partners and other third parties.

In considering your proper arrangements, we will draw on the requirements of the
CIPFA/SOLACE framework for local government to ensure that our assessment is made
against a framework that you are already required to have in place and to report on through
documents such as your annual governance statement.

We are only required to determine whether there are any risks that we consider significant,
which the Code of Audit Practice defines as:

“A matter is significant if, in the auditor’s professional view, it is reasonable to conclude that
the matter would be of interest to the audited body or the wider public.”

Our risk assessment supports the planning of sufficient work to enable us to deliver a safe
conclusion on arrangements to secure value for money and enables us to determine the
nature and extent of further work that may be required. If we do not identify any significant
risks there is no requirement to carry out further work.

Our risk assessment has therefore considered both the potential financial impact of the
issues we have identified, and also the likelihood that the issue will be of interest to local
taxpayers, the Government and other stakeholders. This has resulted in the following
significant VFM risk which we view as relevant to our value for money conclusion.

EY |4
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Economy, efficiency and effectiveness

Significant value for money risk

Our audit approach

Delivery of a sustainable medium term financial plan

Despite the continuing uncertainty of the current
economic climate and a further reduction in
government formula funding grant, the Council set
a balanced budget for 2015/16 without needing to
increase council tax. This has largely been
possible due to the ongoing implementation of the
Council’s savings and efficiencies programme.

There are risks associated with delivery of these
savings. Plans have been developed to mitigate
these risks for 2015/16 and a balanced budget
has been set for 2016/17 with an increase in
council tax of 1.67%. 2017/18 onwards will be
more difficult as £1.19 million of savings will be
required. The Council has general fund reserves
of £2.036 million, which are available to support
service budgets during the continuing uncertain
times.

However, in the face of ongoing reduction in
government grants funding between 2015/16 and
2019/20, the Council needs to continue to
consider what steps to take to plan for a
sustainable financial future.

|

Our approach will focus on:

reviewing the progress made in achieving the
planned budget and required savings for
2015/16;

assessing whether the Council has good
systems and processes in place to manage
their financial risks and opportunities
effectively; and

assessing the robustness of financial plans in
for 2016/17 and in the medium term.

Page 20
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4.1

4.2

Our audit process and strategy

Our audit process and strategy

Objective and scope of our audit

Under the Code of Audit Practice (the Code) our principal objectives are to review and report
on the Council’s:

» financial statements; and

» arrangements for securing economy, efficiency and effectiveness in its use of resources
to the extent required by the relevant legislation and the requirements of the Code.

We issue a two-part audit report covering both of these objectives.
i Financial statement audit

Our objective is to form an opinion on the financial statements under International Standards
on Auditing (UK and Ireland).

We will also review and report to the NAO on the Whole of Government Accounts return to
the extent and in the form they require.

ii  Arrangements for securing economy, efficiency and effectiveness

The Code sets out our responsibility to satisfy ourselves that the Council has put in place
proper arrangements to secure economy, efficiency and effectiveness in its use of resources.
In arriving at our conclusion, to the fullest extent possible we will place reliance on the
reported results of the work of other statutory inspectorates in relation to corporate or service
performance. In examining the Council’s corporate performance management and financial

management arrangements we have regard to the criteria specified by the Code of Audit
Practice.

Audit process overview
Processes

Our initial assessment of the key processes across the Council has identified the following
key processes which we will walkthrough, during the interim audit, to obtain our
understanding of their design and operation:

» accounts receivable

» accounts payable/procure to pay

» cash and bank/cash receipting

» payroll.

We have also identified the following key processes that we will walkthrough and test
substantively post year-end:

» property, plant and equipment
» pensions
» treasury management

» financial statements close process.

EY |6
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Our audit process and strategy

Analytics

We will use our computer-based analytics tools to enable us to capture whole populations of
your financial data, in particular journal entries. These tools:

» help identify specific exceptions and anomalies which can then be subject to more
traditional substantive audit tests; and

» give greater likelihood of identifying errors than random sampling techniques.

We will report the findings from our process and analytics work, including any significant
weaknesses or inefficiencies identified and recommendations for improvement, to
management and the Audit Committee.

Internal audit

As in prior years, we will review internal audit plans and the results of their work. We will
reflect the findings from these reports, together with reports from any other work completed in
the year, in our final reporting, where we raise issues that could have an impact on the year-
end financial statements.

Use of specialists

When auditing key judgements, we are often required to rely on the input and advice
provided by specialists who have qualifications and expertise not possessed by the core audit
team. The areas where either EY or third party specialists provide input for the current year
audit are:

Area Specialists
Property, Plant and Equipment Council’s external valuer and EY valuations team
Pensions Pension fund’s actuary and EY’s pensions team

In accordance with Auditing Standards, we will evaluate each specialist’s professional
competence and objectivity, considering their qualifications, experience and available
resources, together with the independence of the individuals performing the work.

We also consider the work performed by the specialist in light of our knowledge of the
Council’s environment and processes and our assessment of audit risk in the particular area.
For example, we would typically perform the following procedures:

» analyse source data and make inquiries as to the procedures used by the expert to
establish whether the source date is relevant and reliable;

» assess the reasonableness of the assumptions and methods used;

» consider the appropriateness of the timing of when the specialist carried out the work;
and

» assess whether the substance of the specialist’s findings are properly reflected in the
financial statements.

Mandatory procedures required by auditing standards

As well as the financial statement risks outlined in section three, we must perform other
procedures as required by auditing, ethical and independence standards, the Code and other
regulations. We outline below the procedures we will undertake during the course of our
audit.

EY |7
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4.3

4.4

4.5

Our audit process and strategy

Procedures required by standards

» addressing the risk of fraud and error;
» significant disclosures included in the financial statements;
» entity-wide controls;

» reading other information contained in the financial statements and reporting whether it
is inconsistent with our understanding and the financial statements; and

» auditor independence.

Procedures required by the Code

» reviewing, and reporting on as appropriate, other information published with the financial
statements, including the Annual Governance Statement;

» reviewing and reporting on the Whole of Government Accounts return, in line with the
instructions issued by the NAO; and

» reviewing and examining, where appropriate, evidence relevant to the Council’s
corporate performance management and financial management arrangements, and its
reporting on these arrangements.

Materiality

For the purposes of determining whether the financial statements are free from material error,
we define materiality as the magnitude of an omission or misstatement that, individually or in
aggregate, could reasonably be expected to influence the users of the financial statements.
Our evaluation requires professional judgement and so takes into account qualitative as well
as quantitative considerations implied in the definition. We have initially determined that
overall materiality for the Council’s financial statements is £1.422 million based on 2% of
gross expenditure.

We will communicate uncorrected audit misstatements greater than £71,000 to you.

The amount we consider material at the end of the audit may differ from our initial
determination. At this stage, however, it is not feasible to anticipate all the circumstances that
might ultimately influence our judgement. At the end of the audit we will form our final opinion
by reference to all matters that could be significant to users of the financial statements,
including the total effect of any audit misstatements, and our evaluation of materiality at that
date.

Fees

The PSAA has published a scale fee for all authorities. This is defined as the fee required by
auditors to meet statutory responsibilities under the Local Audit and Accountability Act 2014 in
accordance with the Code of Audit Practice 2015. The indicative fee scale for the audit of the
Council is £55,482 and for the certification of the grants is £5,492.

Your audit team

The engagement team is led by Helen Thompson (Executive Director), who has significant
experience at New Forest District Council. Helen is supported by Justine Thorpe (Audit
Manager) who is responsible for the day-to-day direction of audit work and is the key point of
contact for the Accountancy Manager.

EY |8
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4.6

Our audit process and strategy

Timetable of communication, deliverables and insights

We have set out below a timetable showing the key stages of the audit, including the VFM
work and the Whole of Government Accounts. The timetable includes the deliverables we
have agreed to provide to the Council through the Audit Committee’s cycle in 2015/16. These
dates are determined to ensure our alignment with the PSAA rolling calendar of deadlines.

From time to time matters may arise that require immediate communication with the Audit
Committee and we will discuss them with the Committee Chair as appropriate.

Following the conclusion of our audit we will prepare an Annual Audit Letter to communicate
the key issues arising from our work to the Council and external stakeholders, including
members of the public.

Audit

Committee
Audit phase Timetable timetable Deliverables
High level planning  janyary June 2015 Audit Fee letter
Risk assessment February March 2016  Audit Plan
and setting of
scopes
Testing routine March March 2016  Audit Plan

processes and June 2016 Audit progress update

controls

Year-end audit June June 2016 Report to those charged with governance
via the Audit Results Report
Audit report (including our opinion on the
financial statements; and overall value for
money conclusion).
Audit completion certificate

Completion of audit Reporting to the NAO on the Whole of
Government Accounts return.

Conclusion of July September Annual Audit Letter

reporting 2016

In addition to the above formal reporting and deliverables we will seek to provide practical
business insights and updates on regulatory matters.

EY |9
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5.1

5.2

Independence

Independence

Introduction

The APB Ethical Standards and ISA (UK and Ireland) 260 ‘Communication of audit matters
with those charged with governance’, requires us to communicate with you on a timely basis
on all significant facts and matters that bear on our independence and objectivity. The Ethical
Standards, as revised in December 2010, require that we do this formally both at the planning
stage and at the conclusion of the audit, as well as during the audit if appropriate. The aim of
these communications is to ensure full and fair disclosure by us to those charged with your
governance on matters in which you have an interest.

Required communications

Planning stage Final stage

» The principal threats, if any, to objectivity and » A written disclosure of relationships (including

independence identified by EY including the provision of non-audit services) that bear
consideration of all relationships between you, on our objectivity and independence, the
your affiliates and directors and us. threats to our independence that these create,
» The safeguards adopted and the reasons why any safeguards that we have put in place and
they are considered to be effective, including why they address such threats, together with
any Engagement Quality Review. any other information necessary to enable our
objectivity and independence to be assessed.

» The overall assessment of threats and ] ] ) )
safeguards. » Details of non-audit services provided and the

. - fees charged in relation thereto.
» Information about the general policies and 9

process within EY to maintain objectivity and » Written confirmation that we are independent.

independence. » Details of any inconsistencies between APB
Ethical Standards, the PSAA Terms of
Appointment and your policy for the supply of
non-audit services by EY and any apparent
breach of that policy.

» An opportunity to discuss auditor
independence issues.

During the course of the audit we must also communicate with you whenever any significant
judgements are made about threats to objectivity and independence and the appropriateness
of our safeguards, for example when accepting an engagement to provide non-audit services.

We also provide information on any contingent fee arrangements, the amounts of any future
contracted services, and details of any written proposal to provide non-audit services.

We ensure that the total amount of fees that EY has charged to you for the provision of
services during the reporting period are disclosed and analysed in appropriate categories.

Relationships, services and related threats and safeguards

We highlight the following significant facts and matters that may be reasonably considered to
bear upon our objectivity and independence, including any principal threats. However we
have adopted the safeguards below to mitigate these threats along with the reasons why they
are considered to be effective.

Self-interest threats

A self-interest threat arises when EY has financial or other interests in your entity. Examples
include where we have an investment in your entity; where we receive significant fees in
respect of non-audit services; where we need to recover long outstanding fees; or where we
enter into a business relationship with the Council.

At the time of writing, there are no long outstanding fees.

EY |10
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5.3

Independence

We believe that it is appropriate for us to undertake permissible non-audit services, and we
will comply with the policies that the Council has approved and that are in compliance with
the PSAA Terms of Appointment.

At the time of writing, there are no non-audit fees. No additional safeguards are required.

A self-interest threat may also arise if members of our audit engagement team have
objectives or are rewarded in relation to sales of non-audit services to the Council. We
confirm that no member of our audit engagement team, including those from other service
lines, is in this position, in compliance with Ethical Standard 4.

There are no other self-interest threats at the date of this report.

Self-review threats

Self-review threats arise when the results of a non-audit service performed by EY or others
within the EY network are reflected in the amounts included or disclosed in the financial
statements.

There are no other self-review threats at the date of this report.

Management threats

Partners and employees of EY are prohibited from taking decisions on behalf of management
of your entity. Management threats may also arise during the provision of a non-audit service
where management is required to make judgements or decisions based on that work.

There are no management threats at the date of this report.

Other threats

Other threats, such as advocacy, familiarity or intimidation, may arise.
There are no other threats at the date of this report.

Overall Assessment

Overall we consider that the adopted safeguards appropriately mitigate the principal threats
identified, and we therefore confirm that EY is independent and the objectivity and
independence of Helen Thompson, the Audit Engagement Director and the audit engagement
team have not been compromised.

Other required communications

EY has policies and procedures that instil professional values as part of firm culture and
ensure that the highest standards of objectivity, independence and integrity are maintained.

Details of the key policies and processes within EY for maintaining objectivity and
independence can be found in our annual Transparency Report, which the firm is required to
publish by law. The most recent version of this report is for the year ended June 2015 and
can be found here:

http://www.ey.com/UK/en/About-us/EY-UK-Transparency-Report-2015

EY |11
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Fees

Appendix A Fees

A breakdown of our agreed fee is shown below.

Planned Fee Scale fee Outturn fee Explanation
2015/16 2015/16 2014/15
£ £ £
Opinion audit and VFM 55,482 55,482 73,076 25% reduction
Conclusion in fee in line
with the PSAA
procurement
exercise
Grants 5,492* 5,492* 6,570
Total Audit Fee — Code 60,974 60,974 79,646
work
Non-audit work 0 0 0

All fees exclude VAT.

* Our fee for the certification of grant claims is based on the indicative scale fee set by the PSAA.

The agreed fee presented above is based on the following assumptions:

» officers meet the agreed timetable of deliverables;

» the internal controls operate effectively for the key processes outlined in section 4.2

above;

» we can rely on the work of internal audit as planned;

» our accounts opinion and value for money conclusion are unqualified;

» appropriate quality of documentation is provided by the Council; and

» the Council has an effective control environment.

If any of the above assumptions prove to be unfounded, we will seek a variation to the agreed

fee. This will be discussed with the Council in advance.

Fees for the auditor’s consideration of correspondence from the public and formal objections

will be charged in addition to the scale fee.

Page 27

EY |12



UK required communications with those charged with governance

Appendix B

UK required communications with

those charged with governance

There are certain communications that we must provide to the Audit Committee. These are

detailed here:

Required communication

Reference

Planning and audit approach

Communication of the planned scope and timing of the audit including any
limitations.

Significant findings from the audit

» Our view about the significant qualitative aspects of accounting practices

including accounting policies, accounting estimates and financial
statement disclosures

» Significant difficulties, if any, encountered during the audit

» Significant matters, if any, arising from the audit that were discussed with

management
Written representations that we are seeking
Expected modifications to the audit report

» Other matters if any, significant to the oversight of the financial reporting
process

v

Misstatements

» Uncorrected misstatements and their effect on our audit opinion
» The effect of uncorrected misstatements related to prior periods
» Arequest that any uncorrected misstatement be corrected

» In writing, corrected misstatements that are significant

Fraud

» Enquiries of the Audit Committee to determine whether they have
knowledge of any actual, suspected or alleged fraud affecting the entity

» Any fraud that we have identified or information we have obtained that
indicates that a fraud may exist

» Adiscussion of any other matters related to fraud

Related parties

Significant matters arising during the audit in connection with the entity’s
related parties including, when applicable:

» Non-disclosure by management

Inappropriate authorisation and approval of transactions
Disagreement over disclosures

Non-compliance with laws and regulations

Difficulty in identifying the party that ultimately controls the entity

vV v vY

External confirmations

» Management’s refusal for us to request confirmations

» Inability to obtain relevant and reliable audit evidence from other
procedures

Consideration of laws and regulations

» Audit findings regarding non-compliance where the non-compliance is
material and believed to be intentional. This communication is subject to
compliance with legislation on tipping off

» Enquiry of the Audit Committee into possible instances of non-

compliance with laws and regulations that may have a material effect on
the financial statements and that the Committee may be aware of

» Audit Plan

» Report to those

charged with
governance

» Report to those

charged with
governance

Report to those
charged with
governance

Report to those
charged with
governance

Report to those
charged with
governance

Report to those
charged with
governance
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UK required communications with those charged with governance

Required communication

Reference

Independence

Communication of all significant facts and matters that bear on EY’s
objectivity and independence

Communication of key elements of the audit engagement director’s
consideration of independence and objectivity such as:

» The principal threats

» Safeguards adopted and their effectiveness

» An overall assessment of threats and safeguards

» Information about the general policies and process within the firm to
maintain objectivity and independence

Going concern

Events or conditions identified that may cast significant doubt on the entity’s
ability to continue as a going concern, including:

» Whether the events or conditions constitute a material uncertainty

» Whether the use of the going concern assumption is appropriate in the
preparation and presentation of the financial statements

» The adequacy of related disclosures in the financial statements

Significant deficiencies in internal controls identified during the audit

Fee Information
» Breakdown of fee information at the agreement of the initial audit plan
» Breakdown of fee information at the completion of the audit

Certification work
» Summary of certification work undertaken

v

Audit Plan

Report to those
charged with
governance

Report to those
charged with
governance

Report to those
charged with
governance

Audit Plan

Report to those
charged with
governance

Annual Audit Letter if
considered necessary

Annual Report to
those charged with
governance
summarising grant
certification, and
Annual Audit Letter if
considered necessary
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Agenda Iltem 6

AUDIT COMMITTEE - 18" MARCH 2016

PROGRESS AGAINST THE 2015/16 AUDIT PLAN

1.

1.1

3.1

3.2

3.3

3.4

3.5

3.5

3.6

4.1

INTRODUCTION

The purpose of this report is to inform members of the Audit Committee of progress made
against the 2015/16 audit plan, which was approved in March 2015.

INTERNAL AUDIT PLAN 2015/16 PROGRESS

Appendix 1 shows the progress made against the 2015/16 internal audit plan to end of February
2016. Progress is demonstrated by recording the current status of each audit assignment, the
audit opinion and a summary of the number of recommendations made.

The internal audit plan is timetabled to ensure the audit assignments can be undertaken at the
most effective time. Appendix 1 shows the audits planned for each quarter of the year.

As previously reported the Council Tax Audit was rescheduled for Q4 and the Elections Audit
has been moved to November 2016. The scope of the Housing Development inc Affordable
Housing, Private Sector Leasing & Empty Properties audit has changed to mainly concentrate
on Private Sector Leasing due to the recent issues encountered at Savoy House. This Audit
has now been completed but is awaiting review by the Principal Auditor.

The IT Network Audit has been postponed, this has been agreed with the Resources Executive
Head and will be completed when the Service Manager for ICT has been recruited.

There are 3 Audits that will not be completed within 15/16 these are:

e Health and Safety

e Environmental Health- Pollution

e Landscape and Open Space
There are a number of reasons for this, loss of Auditor time during the recruitment period in
August, extra days spent on the Private Sector Leasing Audit and also a higher volume of
financial appraisals being undertaken including those for the Beach Hut Contract. These Audits
have been included in the 16/17 Audit Plan.

The majority of work undertaken within the year includes;

Assurance and risk based service areas

Procurement Service Review

Real time exception testing (creditors)

NNDR System migration

Attendance at projects including Affordable Housing and implementation of new

Procurement Legislation

Follow up of audit recommendations

e Work with third parties including the External Auditor's Subsidy testing, Town Councils
audits and Partnership Audits

e Fraud risk register review

There are no frauds that need to be brought to your attention at this time.
PROGRESS ON HIGH PRIORITY RECOMMENDATION

Internal Audit monitors progress made against agreed audit recommendations. Currently high
priority recommendations outstanding include;

e Payment Card Industry Data Security Standards (PCI DSS) compliance.
Adelante- This non-compliant payment system is no longer in use.
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3.1

4.1

5.1

An external qualified assessor is returning in January to help segregate the NFDC payment
systems on the network. Audit continues to work closely with the ICT Security team to
ensure completion of the action plan.

e Business Continuity

To ensure that all business units, that are deemed to have Critical Activities, have up to

date Business Continuity Plans
To ensure Disaster Recovery Plans are created for each Critical System
High level of responsibility needs to be taken for creating and implementing business

continuity plans and ensuring they are kept up to date
At present no further action has been taken regarding these recommendations and they will

be reviewed following the Management Restructure
FINANCIAL IMPLICATIONS & CRIME AND DISORDER IMPLICATIONS

There are no direct financial implications arising from this report, however inadequate audit
coverage may result in areas of control weakness, unacceptable risks or governance failings as
well as the increased potential for fraud and error.

ENVIRONMENTAL MATTERS & EQUALITY AND DIVERSITY IMPLICATIONS
There are no matters arising directly from this report.

RECOMMENDATION

The Audit Committee note the content of the report and raise any further areas of assurance
coverage that they require.

For Further Information Please Contact: Background Papers:
Glenda Chambers Internal Audit Plan 2015/16
Principal Auditor

Tel: (023) 8028 5588

E-mail: glenda.chambers@nfdc.gov.uk
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Appendix 1

Est Assurance No.of | No.of | No. of No. of
Audit Area Days Q1 Q2 Q3 Q4 Level High | Medium | Low VF-M
Priority | Priority |Priority
Main Financial Audits
Benefits 15 Reasonable 0 2 1 3
Income 15
Accounts Payable 10
Accounts Receivable 10
Asset Management 10
Landlord services (rents) 10
Business Rates 15 Reasonable 0 3 0 1
Council Tax 10
Payroll (inc NFNPA testing) (Inc T&S, Members o5
Allowances & Expenses)
Treasury Management 2
Main Accounting System inc bank reconciliation 15 Reasonable 0 2 0 1
IT Audit
[T Audit
(Inventory/Purchases/Contracts/Maintenance/Licen| 15 Completed Reasonable 0 5 2 3
ces etc)
IT Audit (PSN/Security/DR) Network and Other 20
systems
Governance
Governance and corporate risks inc new standards | 15 |Completed
Information Governance 15 Completed Reasonable 0 1 4 0
Assurance/Risk Based Service Areas
The Design Room 10 [Completed Reasonable 0 2 1 3
Estates Management 15 |Completed Reasonable 0 0 1 3
Clinical Waste 10 [Completed Reasonable 2 4 4 8
Customer Access - Contact
Centre/Helpdesk/Support Service 10 |Completed Reasonable 0 3 3 9
Building Control 15 Draft
Landscape and Open Space 10
Coastgl & Regional Monitoring/ Financial 10 Completed
Appraisals completed
Licensing 15 WIP
Development Control (inc planning 15
enforcement and appeals)
Housing Development inc Affordable Housing, 15 Draft
Private Sector Leasing & Empty Properties




¢ abed

Appendix 1

Community Grants/Ward Budgets/Other Grants 15 Completed Reasonable 6
Health and Safety 15
Environmental Health - Pollution 15
Electoral Services 15




Agenda Item 7

AUDIT COMMITTEE - 18 MARCH 2016

INTERNAL AUDIT CHARTER, ASSURANCE FRAMEWORK AND INTERNAL
AUDIT PLAN 2016/17

1 INTRODUCTION

1.1 The purpose of this report is to review and agree the Internal Audit Plan 2016/17 (Appendix 1)
which is compiled following an evaluation of the risks to the Council and local factors as
recorded in the Internal Audit Charter.

1.2 The main functions of the Internal Audit Charter, Assurance Framework and Audit Plans are to
ensure the work of internal audit;
e supports the Council by underpinning the Section 151 Officer’s financial responsibilities
e supports the Annual Governance Statement signed by the Leader of the Council and the
Chief Executive Officer

e has clear objectives, standards and ethical working

e has a defined “control environment” on which assurance is given

e assesses where assurance can be provided by other bodies

¢ is defined within a work programme which can be monitored for performance
INTERNAL AUDIT CHARTER

2.1 The Internal Audit Charter has been reviewed and there are no recommended changes to be
made at this time.

ASSURANCE FRAMEWORK

3.1 The Assurance Framework has been reviewed and remains unchanged.
4 INTERNAL AUDIT PLAN 2016/17

41 The audit plan covers the following areas;
o Key Financial audits, these are systems which could have a material impact on the
Councils’ Statement of Accounts and are included annually
Other risk based service or operational areas or key assurance areas
ICT audit
Procurement / Contract Management
Governance
Counter Fraud
Project/Consultancy/Advisory time
Fee earning work
Contingency time
Audit Management and Staff training and development time

4.2 The Counter Fraud time has been extended to cover new requirements under the CIPFA Code
of Practice, but to also ensure there are effective counter fraud processes in place across the
Council.
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4.3

4.4

4.5

4.5

4.6

5.1

6.1

7

71

8

8.1

To provide additional service to the Council, time has been specifically set aside to support
corporate projects and undertake Value for Money reviews.

The Audit Plan for 16/17 is subject to change during the year as a result of the Management
restructure that is currently taking place. It has been agreed with EMT that the Principal
Auditor will work with the Business Improvement and Customer Service Manager to align the
Audits within the Audit plan to the Service reviews detailed in the Corporate Plan. A number of
audit days can be utilised to aid these service reviews however there will still be some time
required for fundamental audit testing in each area.

The Audit Universe will be risk assessed during 16/17 following the Management restructure to
ensure the frequency and time allocation of each audit is in line with the new structure.

Fee earning work is estimated to be £50,000 for 2016/17. This audit partnership work provides
for the NFDC Internal Audit team, to act as the Internal Auditor for local Town Councils and the
New Forest National Park Authority through an SLA. There will also be the continuation of a
management role and shared audit resource with East Dorset DC, Christchurch BC, Purbeck
DC (and Poole BC with the new SVPP partnership).

Internal Audit works closely with the external auditor, Ernst & Young. It has been agreed that
Internal Audit will continue to undertake the Benefit grant claim work, saving external audit fees
of approximately £6,000.

FINANCIAL IMPLICATIONS:

There are no financial costs arising directly arising from this report. The audit plan has been
complied following a risk assessment to help limit the risk of financial loss. The additional fee
earning work and potential savings on external audit fees are detailed.

EQUALITY & DIVERSITY AND ENVIRONMENTAL MATTERS:

There are no equality and diversity or environmental matters directly associated with this
report.

CRIME & DISORDER IMPLICATIONS:

There are no direct crime and disorder implications arising from this report, however these
documents do consider the risk of criminal activity.

RECOMMENDATIONS:

It is recommended that the Audit Committee approves the Internal Audit Plan 2016/17

For Further Information Contact:

Glenda Chambers

Principal Auditor

Tel: 02380 285588
Glenda.chambers@nfdc.gov.uk
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Appendix 1

Auditable Areas 2016/17
Key Financials

Governance and Regulation

Main Accounting System inc bank reconciliation 15
Treasury Management 5
Accounts Payable 15
Asset Management 15
Resources

Payroll (inc NFNPA testing) (includes T&S, Members Allowances & o5
Expenses)

Income 10
Economy, Planning and Housing

Accounts Receivable 15
Council Tax 15
National Non Domestic Rates 10
Benefits & Fraud Investigation (inc subsidy grant work for external audit) 10
Landlord services (rents) 15
Sub total of Key Financials 150
Governance and Regulation

Procurement Strategy and Corporate Process and Waivers 15
Procurement - Contract Management audit 15
Procurement - Contract Payments and Financial Assessments 30
Information Governance (DPA/FOI/Performance/Data 15
Quality/Transparency/Retention & Disposal/lnformation Assets)

Governance and corporate risks 15
Creditors exception testing 20
Safeguarding 10
Estates and Valuation 10
Environmental Health - Commercial and Pollution 15
Elections 15
Resources

IT Audit (PSN/Security/DR) Network and Other systems 20
IT Audit (Inventory/Purchases/Contracts/Maintenance/Licences etc) 15
Stock takes, cash ups & Petty cash 5
Building Works - Reactive and Gas Servicing 15
Property Services and Building Works (Housing and Non Housing Stock) 15
Economy, Planning and Housing

Benefit Subsidy (for external audit) 45
Leader (on third party behalf) 2
Housing Needs/Homelessness/Housing Register/B&B 15
Land Charges 10

Page 37




Operations

Health and Leisure Centres 15
Domestic Refuse and Commercial Waste and Recycling - inc special 15
collections, garden waste & Street Cleansing
Engineering Design and Land Drainage 15
Engineering Works 15
Grounds Maintenance 15
Beach Huts 10
Cemeteries and Amenities 10
Stock takes, cash ups & Petty cash 5
Keyhaven Income Returns 2
Health and Leisure Income Returns 10
Car Park Income Reconciliation 4
Environmental Health - Pest Control 10
Environmental Health - Dog Wardening 10
Business Continuity & Emergency Planning 15
Health and Safety 15
Landscape and Open Spaces 10
Sub total of other audits 478
Counter Fraud to include; Policy review, training, prevention work, 20
NFI overview, general monitoring tools
Counter Fraud Work inc NFI and Analytics 30
Counter Fraud Investigation 20
Projects/Consultancy work/VFM 75
Advisory (Financial Regulations) 20
Section 151 Officer support and Contingency 20
185
NFDC Productive Total 813
Audit Management (inc Performance Management, Planning,
Supervision/signing off of audits, Meeting and Committee
attendance, annual reporting, liaison with external audit etc) and 250
Team training and development, office routine, meetings and
Contingency
Total NFDC Days 1063
Third Party Work 270
Total Days 1333
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Agenda Item 9

AUDIT COMMITTEE - 18 MARCH 2016

AUDIT COMMITTEE — ANNUAL WORK PLAN AND TRAINING

1.0 WORK PLAN

1.1 This report details the draft work plan for the Audit Committee for 2016/2017.

1.2 The work plan may evolve during the year, due to, for example, any changes in
legislation, change relating to the External Auditor timetables, or new reports which
need to be brought to the attention of the Committee.

2.0 FINANCIAL IMPLICATIONS

2.1 There are no financial consequences directly arising from this report.

3.0 EQUALITY & DIVERSITY, CRIME AND DISORDER AND ENVIRONMENTAL
MATTERS

3.1 There are no equality and diversity, crime or disorder or environmental matters
directly associated with this report.

4.0 RECOMMENDATIONS

4.1. That the Audit Committee considers and approves the Work Plan as appended and
informs Officers of any requested changes.

For Further Information Contact:

Andy Rogers

Committee Administrator
Tel: 02380 285588
Andy.rogers@nfdc.gov.uk
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APPENDIX 1

DATE WORK / REPORTS

28 Risk Management

June External audit fees

2016 External audit progress report on 15/16 audit

Annual Outturn for Treasury Management 2015/16
Write-Offs 2015/16

Annual Waivers Report 2015/16

Review of the Local Code of Good Governance 2015/16
Internal Auditor’'s Annual Opinion Report 2015/16

Draft Annual Financial Report 2015/16

Annual Governance Statement 2015/16

Audit Committee Annual Report 2015/16

Audit Committee letter to the External Auditor

Internal Audit Progress report against 16/17 Q1

23 External Auditor — Audit Results Report 2015/16
September External Auditor - Opinion on the Statement of Accounts & Value for Money
2016 Statement of Accounts 2015/16

Annual Governance Statement 2015/16

Treasury Management Q2

Internal Audit Progress report against the audit plan and Outstanding high priority
audit recommendations Q2

Counter Fraud Update Report

Risk Management
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