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Sector Internal Audit Limited.  This report is confidential and has been prepared for the sole use of Dacorum Borough Council.  This report must not be disclosed to any third party 
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Introduction 

Purpose of this Report 

This report summarises the work that Internal Audit has undertaken and the key control environment themes identified across Dacorum Borough Council (the 
Council) during the 2015/16 financial year, the service for which is provided by Mazars Public Sector Internal Audit Limited. 

The purpose of the Annual Internal Audit Report is to meet the Head of Internal Audit annual reporting requirements set out in the Public Sector Internal Audit 
Standards (PSIAS) and the Accounts and Audit Regulations 2011.  The PSIAS requirements are that the report must include: 

 An annual internal audit opinion on the overall adequacy and effectiveness of the organisation’s governance, risk and control framework (the control 
environment); 

 A summary of the audit work from which the opinion is derived (including reliance placed on the work by other assurance bodies); and 

 A statement on conformation with the PSIAS and the results of the internal audit quality assurance and improvement programme (QAIP), if applicable. 

The report should also include: 

 The disclosure of any qualifications to that opinion, together with reasons for the qualification; 

 The disclosure of any impairments or restriction in scope; 

 A comparison of the work actually undertaken with the work that was planned and a summary of the performance of the internal audit function against its 
performance measures and targets; 

 Any issues judged to be particularly relevant to the preparation of the annual governance statement; and 

 Progress against any improvement plans resulting from QAIP external assessment. 

It should be noted that the Council is responsible for ensuring its business is conducted in accordance with the law and proper standards, and that public money 
is safeguarded and properly accounted for, and used economically, efficiently and effectively.  Dacorum Borough Council also has a duty under the Local 
Government Act 1999 to make arrangements to secure continuous improvement in the way in which it functions are exercised, having regard to a combination 
of economy, efficiency and effectiveness. 

In discharging this overall responsibility, Dacorum Borough Council is also responsible for ensuring that there is a sound system of internal control which 
facilitates the effective exercise of the Authority’s functions and which includes arrangements for the management of risk. 
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Overview of Internal Audit Approach 

As Internal Audit, our role is to provide an annual assurance statement on the adequacy and effectiveness of the Council’s systems of governance, risk 
management and internal control. 

Overview of Work Done  

The Audit Plan for 2015/16 included a total of 18 internal audit projects.   We have liaised with senior management throughout the year to ensure that internal 
audit work undertaken continues to focus on the high risk areas and, in the light of new and ongoing developments in the Authority, help ensure the most 
appropriate use of our resources. 

As a result of this liaison, some changes were agreed to the plan during the year.  The timing of some internal audit projects has been changed and consequently, 
the total number of projects actually undertaken in 2015/16 was 17 compared to 16 in the prior year - refer Overall Summary.   

We generally undertake individual internal audit projects with the overall objective of providing the Members, the Chief Executive and other officers with 
reasonable, but not absolute, assurance as to the adequacy and effectiveness of the key controls over a number of management’s objectives.  Other audit 
projects are geared more towards the provision of specific advice and support to management to enhance the economy, efficiency and effectiveness of the 
services and functions for which they are responsible.  We also undertake IT audits and probity audits.  All internal audit work was performed in line with our 
internal audit standards which are designed to ensure compliance with the PSIAS. 

All internal audit reports include our recommendations and agreed actions that, if implemented by management, will enhance the control environment and the 
operation of the key management controls. 

This report sets out the results of the work performed as follows: 

 Overall summary of work performed by Internal Audit including an analysis of report gradings; and 

 Key themes identified during our work in 2015/16. 

In this report, we have drawn on the findings and assessments included in all internal audit reports issued in 2015/16, including those that, at this time, remain 
in draft.  It should be noted therefore that the comments made in respect of any draft reports are still subject to management response. 
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Overall Summary 

As illustrated in the tables below, we have noted that Dacorum Borough Council has maintained its robustness of its control environment during 
the audit year.  During the 2015/16 year, 5 (29%) internal audit projects were rated ‘full assurance’ compared with 6 (37%) in the prior year. In total, 
94% of internal audit projects received “full” or “substantial assurance”.   The number of internal audit projects rated ‘limited assurance’ has 
decreased from 3 projects (19%) to 1 project (6%), this audit was carried out at the request of management who had concerns in the specific area.   

Report Ratings 

We have noted areas of improvement throughout the Council. Although there has been a slight drop in the percentage of full assurance reports, there has been 
a significant increase in the number of significant assurance reports issued. We have also seen a decrease in the number of limited reports issued in 2015/16, 
with one being issued this year. 

We are pleased to report that we have issued no ‘nil or limited assurance’ opinions in 2015/16 relating to the key financial systems.  This shows a clear indication 
that the control environment has been maintained throughout the year.  As mentioned above all reports are provided with an audit opinion and this is reflected 
in the outcomes shown below. 

A summary of key findings for all 2015/16 Internal Audit assignments rated as limited or nil assurance are included in Appendix 1.  

 Number of Projects 

Assurance Gradings 2015/16 2014/15 

Full  5 29%  6  37% 

Substantial  11 65%  7  44% 

Limited  1 6%  3  19% 

Nil  0 0%  0  0% 

Sub-Total  17  16  

Merged Audits / No Opinion Audits  0  0  

Total Audits Delivered  17  16  

Audits Cancelled / Deferred  1  2  

Total 18  18  
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Opinion 2015/16 

From the Internal Audit work undertaken in compliance with the PSIAS in 2015/16, it is our opinion that we can provide Substantial Assurance that the system 
of internal control in place at Dacorum Borough Council for the year ended 31 March 2016 accords with proper practice, except for the significant control 
environment issues as documented in Appendix 1.  The assurance can be further broken down between financial and non-financial systems, as follows: 

 

 
 
 
 
 
 
 
 
 
 
 
 

 

  

 
Our overall opinion is that internal controls 
within operational systems operating 

throughout the year are fundamentally sound. 

ASSURANCE - 

NON-FINANCIAL SYSTEMS 

 
Our overall opinion is that internal controls 
within financial systems operating throughout 

the year are fundamentally sound. 

ASSURANCE - 

FINANCIAL SYSTEMS 



Dacorum Borough Council – Draft Head of Internal Audit Opinion 

 

 5 

 

Key Themes 

As Internal Audit continues to apply a risk based approach, our audit projects assess the governance framework, the risk management process as 
well as the effectiveness of controls across a number of areas.  Our findings on these themes are set out below.  Overall, we have seen a maintenance 
of the robustness of the control environment and whilst further remedial action needs to take place, we have noted that management has already 
started addressing our most significant findings. 

Corporate Governance 

As part of our work this year, we have supported the Council in the development of its draft Assurance Framework and in future years we intend to drive the 
Internal Audit plan from this framework.  

The Assurance Framework will provide enhanced assurance around governance procedures and will further enhance the assurance needs of the senior 
management and other key stakeholders of the Council. We have designed the framework and have produced an initial set of questions to measure the 
Council’s governance arrangements against. This has been updated following discussions with key stakeholders. 

The process will also provide robust evidence to support the Annual Governance Statement and allow internal audit to test the evidence to support the 
statements made when it is fully implemented. 

Risk Management 

From our previous work at Dacorum, and the work carried out at other organisations, our view is that the fundamentals of the risk management process at 
Dacorum are sound and working well at an operational level. 

Therefore, our work this year focused on identifying opportunities to move the Council’s Risk Management processes toward a best practice standard rather 
than carrying out detailed compliance testing.   

The work resulted in an action plan that enables Officers and Members to implement enhanced risk management procedures that will improve decision making 
and scrutiny of decisions taken. 
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Internal Control - Key Financial Systems 

Each year Internal Audit carries out audit projects of the Council’s key financial systems, working in accordance with the managed audit process agreed with 
the external auditors. 

This process allows the external auditors to place reliance on the work performed by Internal Audit to provide the Council with the necessary assurance that key 
financial controls in the fundamental systems are operating satisfactorily and support a robust control environment.  It also allows the Council to limit external 
audit fees spent on reviewing the Council’s activities.  The table below summarises the audit gradings in this key area: 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

There were four full/full assurance opinions within Key Financial Systems for 2015/16, which is the same as in 2014/15. During 2015/16 we carried out eight 
Financial System Audits compared with six in 2014/15.  
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Performance of Internal Audit 

At the start of the contract, a number of performance indicators were formulated to monitor the delivery of the Internal Audit service to the Council.  The table 
below shows the actual and targets for each indicator for the period: 

Performance Measure Target Actual 

Percentage of Internal Audit plan completed (to at least draft report stage) 100% 100%  

Percentage of qualified staff used to deliver the service 65% 70% 

Percentage of draft audit reports issued on time 90% 94% (16/17) 

Percentage of responses to the draft report received on time 90%   100% (16/16) 

Percentage of final audit reports issued on time 90%     93% (15/16) 

Percentage of recommendations accepted in 2015/16 96% 100% 
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Appendix 1 - Audit Projects with Limited and Nil Assurance 2015/16 

Project Grading Summary of Key Findings 

Right to Buy Limited 

 

 
 
 
 
 
 

 

We raised one priority 1 recommendation, two priority 2 recommendations and two priority 3 
recommendation where we believe there is scope for improvement within the control environment.  
These are set out below: 

 Identity and Tenancy checks should be completed consistently (Priority 1). 

 Detailed operating procedures for the Right to Buy process should be developed. (Priority 2). 

 Anti-Money Laundering policy should be updated to reflect Right to Buy processes (Priority 2). 

 A secondary check on the Discount Value calculation included in the Offer Letter should take 
place to confirm accuracy (Priority 3). 

 Detailed records relating to the Right to Buy Process should be maintained (Priority 3). 
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Appendix 2 - Key to Assurance Levels 

Assurance Gradings 

We have four categories by which we classify internal audit assurance over the processes we examine, and these are defined as follows: 

Level Symbol Evaluation Assessment Testing Assessment 

Full  
 

There is a sound system of internal control designed to 
achieve the system objectives. 

The controls are being consistently applied. 

Substantial  
 

Whilst there is a basically sound system of internal control 
design, there are weaknesses in design which may place 
some of the system objectives at risk. 

There is evidence that the level of non-compliance with some 
of the controls may put some of the system objectives at risk. 

Limited  
 

Weaknesses in the system of internal control design are 
such as to put the system objectives at risk. 

The level of non-compliance puts the system objectives at risk. 

Nil  
 

Control is generally weak leaving the system open to 
significant error or abuse. 

Significant non-compliance with basic controls leaves the 
system open to error or abuse. 

Recommendation Gradings 

In order to assist management in using our internal audit reports, we categorise our recommendations according to their level of priority as follows: 

Priority Level Definition 

1 Major issues for the attention of senior management and the Governance Committee. 

2 Important issues to be addressed by management in their areas of responsibility. 

3 Minor issues resolved on site with local management. 

 

 

  



Dacorum Borough Council – Draft Head of Internal Audit Opinion 

 

 10 

 

Statement of Responsibility 

\We take responsibility for this report which is prepared on the basis of the limitations set out below. 

The matters raised in this report are only those which came to our attention during the course of our work and are not necessarily a comprehensive statement 
of all the weaknesses that exist or all improvements that might be made.  Recommendations for improvements should be assessed by you for their full impact 
before they are implemented.  The performance of our work is not and should not be taken as a substitute for management’s responsibilities for the application 
of sound management practices.  We emphasise that the responsibility for a sound system of internal controls and the prevention and detection of fraud and 
other irregularities rests with management and work performed by us should not be relied upon to identify all strengths and weaknesses in internal controls, nor 
relied upon to identify all circumstances of fraud or irregularity.  Even sound systems of internal control can only provide reasonable and not absolute assurance 
and may not be proof against collusive fraud.  Our procedures are designed to focus on areas as identified by management as being of greatest risk and 
significance and as such we rely on management to provide us full access to their accounting records and transactions for the purposes of our work and to 
ensure the authenticity of such material.  Effective and timely implementation of our recommendations by management is important for the maintenance of a 
reliable internal control system. 

Mazars Public Sector Internal Audit Limited 

London 

June 2016  

This document is confidential and prepared solely for your information.  Therefore you should not, without our prior written consent, refer to or use our name or 
this document for any other purpose, disclose them or refer to them in any prospectus or other document, or make them available or communicate them to any 
other party.  No other party is entitled to rely on our document for any purpose whatsoever and thus we accept no liability to any other party who is shown or 
gains access to this document. 

In this document references to Mazars are references to Mazars Public Sector Internal Audit Limited. 

Registered office: Tower Bridge House, St Katharine’s Way, London E1W 1DD, United Kingdom.  Registered in England and Wales No 4585162. 

Mazars Public Sector Internal Audit Limited is a subsidiary of Mazars LLP.  Mazars LLP is the UK firm of Mazars, an international advisory and accountancy 
group.  Mazars LLP is registered by the Institute of Chartered Accountants in England and Wales to carry out company audit work. 

 


