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SUMMARY OF 2023/24 WORK

Internal Audit 2023/24

This report details the work undertaken by internal audit for Maldon District Council and provides an
overview of the effectiveness of the controls in place for the full year. The following reports have
been issued for this financial year:

e HMRC Employment Status
Equality, Diversity and Inclusion
Sickness Absence Management
Management of s106 Funds
Licensing

Climate Change and Sustainability
Housing Benefit

Homelessness and Temporary Accommodation
Fraud

CIPFA Financial Management Code
Main Financial Systems

We have detailed the opinions of each report and key findings on pages five to fifteen. Our internal
audit work for the period from 1 April 2023 to 31 March 2024 was carried out in accordance with the
internal audit plan approved by management and the Performance, Governance and Audit Committee
on 15 June 2023. The plan was based upon discussions held with management and was constructed
in such a way as to gain a level of assurance on the main financial and management systems reviewed.
There were no restrictions placed upon the scope of our audit and our work complied with Public
Sector Internal Audit Standards.

Head of Internal Audit Opinion

The role of internal audit is to provide an opinion to the Council, through the Performance,
Governance and Audit Committee (PGA), on the adequacy and effectiveness of the internal control
system to ensure the achievement of the organisation’s objectives in the areas reviewed. The annual
report from internal audit provides an overall opinion on the adequacy and effectiveness of the
organisation’s risk management, control and governance processes, within the scope of work
undertaken by our firm as outsourced providers of the internal audit service. It also summarises the
activities of internal audit for the period. The basis for forming my opinion is as follows:

Overall, we are able to provide moderate assurance that there is a sound system of internal controls,
designed to meet the Council’s objectives, that controls are being applied consistently across various
services. In forming our view we have considered that:

¢ In the current year all audits completed provided either substantial or moderate assurance in the
design of controls. (Substantial: 4, Moderate: 4)

¢ In the current year all assurance audits have provided substantial or moderate assurance in the
operational effectiveness of controls. (Substantial: 3, Moderate: 5)

o We have further undertaken three advisory reports for Equality, Diversity, Inclusion and HMRC
Employment Status and Fraud. However, while findings were raised as part of these reviews, they
are advisory of nature.

e Some areas of weakness have been identified through our reviews, including opportunities for
improvement in areas of Licensing, specifically relating to DBS and Medical checks for licensees.
However, the Council is already working to address the issues identified.



The Council have implemented the majority of audit recommendations from prior years with two
recommendations overdue from across 20/21 and 21/22. Recommendations outstanding from
these years relate to audits on Knowledge Management and Management of Property. While it is
acknowledged that the delay in the implementation of these recommendations was originally
impacted by operational staff capacity due to Covid as well as other competing priorities, we
would expect these to be completed as soon as possible per revised timescales provided by
management. These delays have been presented and discussed accordingly by the Performance,
Governance and Audit Committee which has seen an improvement in implementing longstanding
recommendations.

Overall, while there remain some minor gaps and risks, our work has concluded that the Council
has generally been able to maintain reasonable controls, and have sought to utilise internal audit
in areas such as Compliance with the CIPFA Financial Code (not originally in the plan but identified
as an area in need of review) highlighting a willingness to adjust and ensure key risk areas are
reviewed and learning from events enabled. Good practice was also identified in areas such as the
review of Sickness and Absence and Climate Change and Sustainability.



REVIEW OF 2023/24 WORK

Recommendations Overall Report Conclusions Conclusion and Summary of Key Findings

Report Issued | “5 4 significance (see Appendix 1)

L Operational
Effectiveness

Conclusion

Overall, we found that the Council has a positive culture in terms of legislative
compliance and is constantly seeking to improve the ‘off-payroll’” worker process by
updating the applicable policy and implementing IR35 specific training sessions.

However, we found that the ‘off-payroll” working rules had been slightly misinterpreted
and were being unnecessarily over-applied in some cases when workers were employed
through umbrella companies. This led to the Council over-declaring the number of ‘off-
payroll’ workers to HMRC by nine workers, declaring 10 ‘off-payroll’ workers rather than
one.

Therefore, we provided clarification on how the ‘off-payroll’ rules should be applied and
recommended improvements to the Council’s process for identifying workers within the
scope of the ‘off-payroll’ working rules.

HMRC We liaised with BDO Tax Advisory services who confirmed the errors made in the return
Employment 0 1 1 N/A - Advisory to HMRC and advised that whilst there will not be any penalties for disclosing an excessive
Status number of ‘off-payroll’ workers, it is recommended that the Council writes to HMRC to

rectify any incorrect information included within the form.

Despite this, we note that the Council’s process was largely adhered to, and sufficient
documentation was retained for the one applicable ‘off-payroll’ worker. However, due
to the issues outlined above, the process requires improvement to ensure compliance
with legislative requirements.

Following HMRC’s letter on the designated employment status of individuals in November
2022, the Council arranged for an independent external provider to deliver IR35 training.
However, not all members of staff expected to undertake this training have taken it to
date. We are aware that this training only commenced in March 2023 and the Council
were intending to roll it out to all managers going forward, with the content updated to
incorporate the recommendations from this audit.

Key findings




Recommendations Overall Report Conclusions Conclusion and Summary of Key Findings

Report Issued | *5 4 significance (see Appendix 1)

L Operational
Effectiveness

e The Council overdeclared the number of ‘off-payroll’ workers to HMRC by nine
workers, declaring 10 ‘off-payroll’ workers rather than one.

e Detailed training on IR35 has not been provided to date to all relevant members of
staff

Conclusion

The Council is at the beginning of its journey to incorporate EDI in all aspects of the
Council. It is positive to note that there are already good processes being developed to
ensure effective community engagement with lots of structures in place to engage with
various sectors of the community.

The Council’s arrangements are not as developed as those we have seen in unitary
Councils but are not out of line with those we have seen in Councils of a similar size and
level of resources. We have provided 38 areas to consider. These have not been
prioritised and will need to be considered against the resources available, but we suggest

Equality, that the Council focuses on improving its data and acting on the results of this.
Diversity and N/A - Advisory N/A - Advisory o
Inclusion Key findings

e The Council promotes the health and well-being of staff via its policies and training
opportunities and the Council’s political and executive leaders demonstrate
personal knowledge and understanding of local communities and continue to show
commitment to reducing inequality. Some good action has been taken in relation
to gender and disability.

e However, we found that more analysis could be done on data already collected,
such as within the annual Residents Survey and that the Council does not collect
and/or analyse data on many of the protected characteristics of its councillors,
workforce, and residents.

Conclusion
Sickness and We identified a number of areas of good practice such as guidance/advice provided to
Absence 0 0 1 line managers on how to conduct return to work interviews, sickness absence data being
Management recorded accurately in the FreshService system, return to work interviews being

conducted in a timely manner and effective monitoring and oversight of sickness and
absence across the Council.




Recommendations Overall Report Conclusions Conclusion and Summary of Key Findings
and significance (see Appendix 1)

Operational
EXEN T

Overall, we have concluded that there is substantial assurance over the design and

operational effectiveness of the controls in place at the Council relating to the

management of sickness absences, with one low finding raised.

Key findings

e  From our review of the ‘Managing Attendance Policy and Procedure’ it was last

reviewed in May 2022, however, has not been approved/ratified by the appropriate
Committee since 2016. As specified on the front of the document control sheet it
is only reviewed when there are legislative changes and has not been updated to
specify who approved this policy and the review frequency.

Conclusion

Report Issued

Overall, the Council has established a control framework for managing s106 funds. This
is @ manual process so could be subject to human error. However, there is a robust
reconciliation process in place between the team and Finance so any variances can be
detected and investigated quickly. We compared the information documented for
accuracy and no differences were identified. It is worth noting that the process has
evolved over the last couple of years with a change in members joining the Council and
running the s106 process.

We identified an inconsistency in documenting trigger points, authorisation
documentation was not always evident and there was no review process for standard

operating procedures.
Management of 0 2 1

106 Funds Moderate Moderate Therefore, we have concluded moderate assurance for control design and operational

effectiveness.

Key findings

e  Trigger points were not always documented in the master spreadsheet limiting the
Council’s ability to proactively request the funds due.

e Supporting documentation was not always available for the authorisation of s106
funds, and greater clarity is required on due diligence requirements of the
secondary authorisation signature.

e There is no review process in place for standard operating procedures, ensuring
they remain fit for purpose.




Recommendations Overall Report Conclusions
and significance (see Appendix 1)

Operational
EXEN T

Licensmg 1 3 1

| | 0

Report Issued

Climate Change
and
Sustainability

Conclusion and Summary of Key Findings

Conclusion

Based on our review of the Council’s policies and processes, including those carried out
on behalf of the Council, we raised one high priority finding, three medium priority
findings, and one low rated finding as part of our report.

Our testing found that current practice does not fully meet requirements outlined in
policy and the SLA. Additionally, there needs to be continuous review to ensure any
updates required to keep policies as reflective of current practice occur.

Overall, we concluded moderate assurance over the design and operational effectiveness
of controls in relation to licensing.

Key findings

e DBS & Medical record monitoring: Regular DBS and medical evaluation form checks
are not completed for applicable drivers’ licences. Six monthly DBS checks, for all
drivers, and annual medical form checks, for drivers over 65, are not completed.

e Insufficient Application Evidence: Applications held on Uniform do not have all
documents and supporting material uploaded and saved on file as required by the
service level agreement between councils.

e Rateable Value Checks: Rateable values given on premises applications are not
checked against Council records.

e License register updates: License register information held on the Council’s website
is not up to date.

e  Out of Date Policy: Several policies are past their review date.

Conclusion

We identified a number of areas of good practice such as monitoring of the Climate Action
Plan, communication with staff, members and partners in relation to the Climate Action
Strategy and climate related updates and the inclusion of impacts on the environment on
all applicable committee reports.

We identified three observations, one of which relates to best practice from our
benchmarking of the Council’s Climate Action Strategy. The other two relate to steps
taken to document, action and monitor carbon emissions and the misalighment of the




Recommendations Overall Report Conclusions
and significance (see Appendix 1)

Operational
EXEN T

N 0 0 2

Report Issued

Conclusion and Summary of Key Findings

Council’s net zero target to Essex County Council’s target, both of which are already
being actioned by the Council.

Overall, we concluded that there is substantial assurance over the design and operational
effectiveness of the controls in place at the Council relating to climate impacts including
communication with partners, reporting processes, the Council’s Climate Action Strategy
and committee decisions, with no formal findings that pose a risk raised and three
observations identified for consideration.

Please note that the scope of this audit did not cover a review of the progress towards
actions in the Council’s Climate Action Plan.

Key findings
e N/A

Conclusion

We identified a number of areas of good practice such as, completing applications and
changes in circumstance in accordance with requirements, correct access to the required
systems, sound controls around bank account detail changes, quality assurance checks of
work completed by officers, payment runs completed correctly, write offs and debt
recovery completed in accordance with procedures, and regular reporting and monitoring
of KPIs.

However, we identified two minor areas of concern which require improvement,
including the updating of procedure guides, and ensuring further work is completed with
the Housing team to speed up homeless applications.

Overall, we concluded that there is substantial assurance over the design and moderate
assurance over operational effectiveness of the controls in place at the Council relating
to the management of Housing Benefits, with two low findings raised.

Key findings

e  From our review of the Council’s procedure documents, we found only one had a
review date recorded, the remainder were not version controlled and did not have
a regular review date. Testing identified a case where procedures were followed
but could have been expedited if Universal Credit had been considered.

e  Whilst all applications and change in circumstances were reviewed and completed




Report Issued

Homelessness
and Temporary
Accommodation

Recommendations Overall Report Conclusions
and significance (see Appendix 1)

Operational
EXEN T

0 3

Conclusion and Summary of Key Findings

in accordance with procedures, there were two applications and one change in
circumstance that were delayed above the KPI target. The two applications were
homeless cases and involved the Housing team, and the change in circumstance was
an annual review.

Conclusion

Housing and Homelessness is a national issue. HM Government publishes official statistics,
on 31 March 2023, 104,510 households were in temporary accommodation, which was an
increase of 10.0% from 31 March 2022. Households with children increased by 10.3% to
64,940, and single households increased by 9.6% to 39,570. Compared to the previous
quarter, the number of households in temporary accommodation had increased by 4.0%.

The Council has no housing stock of its own so is reliant on partnering housing associations
to provide suitable housing. This has resulted in delays moving people out of temporary
accommodation, therefore limiting the number of people who can be provided with
temporary accommodation within the district. However, there are options to house
people outside of the district. The longest family in temporary accommodation awaiting
a 3-bed property was 3 years, 8 months, this was reported to the Strategic Housing Board.

The Council has a dedicated team and an embedded set of controls to assess, document,
monitor and regularly review homelessness and temporary accommodation needs within
the district. The biggest risk for the Council is the lack of housing supply, and going
forward the number of cases and the grants provided to the Council (financial risk). The
Council’s leadership team and Members are aware of the risks regarding homelessness
and temporary accommodation, as these are documented and regularly reported on.

However, we identified a number of control weaknesses regarding secondary signatures
on Homelessness Investigation and Outcomes sheets, no quality control process to ensure
a consistent approach to non-priority decisions for allocating temporary accommodation,
and an area of non-compliance regarding the use of B&B accommodation.

Therefore, we have concluded moderate assurance for control design and operational
effectiveness.

Key findings

e Since March 2023, Bed & Breakfast accommodation is being used for a family,
resulting in non-compliance with Government guidance.

e We found some Homelessness Investigation and Outcomes sheets were incomplete,

10




Recommendations Overall Report Conclusions Conclusion and Summary of Key Findings
and significance (see Appendix 1)

Operational
EXEN T

this included information missing from the Specialist Housing Officer (L2) sign off
for interim accommodation and/or Relief duty date accepted.

e There is no quality control process in place for approaches where the Council has
decided there is no priority need for temporary accommodation, therefore
inconsistent quality control standards are being applied across the process

Conclusion

Report Issued

This strategic fraud risk review was undertaken from an objective standpoint, in order to
provide constructive feedback to the Council and practical recommendations to
strengthen any improvement areas. The criteria applied for this review was applied no
matter what the size of the organisation reviewed, or the resource (financial or
otherwise) available for counter fraud work.

This approach is taken since fraud risk is not proportional to the size of an organisation,

and there are core components of a fraud risk framework that we would expect to be in

place for all organisations, although this may look different in practice according to the

organisation’s structure and approach. We have not assessed the fraud risk facing the

Council or considered whether this risk is sufficiently managed according to the Council's’

risk appetite and therefore we cannot comment from this perspective or adjust our
] 3 4 2 N/A - Advisory criteria to take this into account.

However, we recognise that the Council is a small district council with limited budget
and no dedicated counter fraud resource, and it is therefore to be expected that the
Council would achieve a lower rating in certain areas than its larger counterparts who do
have a dedicated counter fraud resource. For example, this is particularly the case in
respect of proactive work to detect fraud, as described within the ‘Detection’ section of
this report, with the activity described within this section likely to be far more advanced
in an organisation with a dedicated counter fraud function.

It is worth highlighting that, whilst this review has highlighted several improvement
areas, the Council has demonstrated commitment to improving its fraud risk management
framework, not least by instructing this review as part of its internal audit plan, but also
in allocating responsibility for fraud risk management at executive level and ensuring
timely actions in response to fraud related internal audit recommendations. We also note
that the Council has core documents such as policies and procedures in place, and many

11



Report Issued

Recommendations Overall Report Conclusions
and significance (see Appendix 1)

Conclusion and Summary of Key Findings

L Operational
Effectiveness

of our recommendations in those areas are aimed at improving the impact and
consistency of application of these.

In the absence of a mandated counter fraud regime for local government bodies, it is for
individual authorities to determine what is feasible and proportionate within its context
and resource availability. To make this judgement, it is important that the fraud risks
facing the Council are properly assessed and understood. In the ‘Risk Assessment’ section
of this report, we noted that a full fraud risk assessment has not been undertaken for
some time and we recommend that this is a priority for the Council.

Once this has been undertaken, the Council will be better placed to make an informed
judgement on the level of time and financial resource to be allocated and how this should
be prioritised between the remaining recommendations arising from this review should
the Council determine that the risk level is not tolerable, and therefore it considers some
action necessary to treat the risk. We would be happy to discuss further with you to
consider practical solutions for implementing any such recommendations deemed a
priority for the Council.

Key findings

e There is evidence of an attempt to assess the fraud risks facing the Council,
although this is not regularly refreshed and the information available to us indicates
that the information gathered is considered in isolation and is not fed back into the
Council’s wider risk management processes. This may result in the full value of the
risk assessment exercises not being obtained in decisions in relation to fraud risk
not being made on a fully informed basis.

e There is limited evidence of activity designed to create a deterrence effect.

e The Council has a formal response plan that outlines steps to be taken in the event
of a reported fraud incident and a whistleblowing policy in place to help ensure
suspected cases of fraud are promptly reported and assessed to determine the most
appropriate investigation steps. The whistleblowing policy is made available
externally, although the version shared is not the most recent and reporting routes
are not as clearly signposted for non-employees, which may make the information
less easy to process for potential whistleblowers. The Council’s counter-fraud work
is more reactive than proactive, which is likely in part due to not having a dedicated
counter-fraud function. No specific proactive exercises are undertaken in key areas
of fraud risks or known systems weaknesses. The Council undertakes limited
targeted detection activity (with the only targeted exercise being the National

12



Recommendations Overall Report Conclusions Conclusion and Summary of Key Findings
and significance (see Appendix 1)

Operational
EXEN T

Report Issued

Fraud Initiative) and there are no strategic reporting requirements for the NFI
activities that are undertaken.

Conclusion

Our review found that overall, the Council has adequate governance arrangements with
good financial management principles being applied and sound financial resilience, as
underscored by the Council’s reports and statements examined in this report. The Council
has put in place appropriate arrangements to comply with the CIPFA Financial
Management code. For instance, the Council sets out its Annual Governance Statement
in the way that addresses each of the recommendations in the CIPFA/Solace Delivering
Good Governance in Local Government: Framework (2016). Assessment was carried out
against each of the principles within the framework. Statements and reports were in
place and set out in the way as required by the CIPFA Financial Management code
standards, such as the Section 151 Officer's statement. Overall, the Council materially
complies with the CIPFA Financial Management Code.

However, we have raised one medium and one low priority recommendations to address

CIPFA Financial the risks of the Council not fully understanding its prospects for financial sustainability

Management 0 1 1 Moderate Substantial in the longer term and engaging where appropriate with key stakeholders in developing
Code its long-term, medium-term financial plan and annual budget.

We have therefore concluded a moderate assurance over the design of controls in place
and substantial assurance over the operational effectiveness of the controls.

Key findings

e From our review of the Council’s longer-term financial strategy, we found the
Council has a three-year Medium-term Financial Strategy (MTFS) in place for
2024/25 to 2026/27. We have confirmed with the Interim Chief Financial Officer
that the Council currently does not have a long-term financial strategy in place.

e We reviewed the Council’s Budget Survey 2024, where the survey gathered
residents’ opinion on the aspects of corporate priorities, financial impact, financial
reductions, funding priorities and income & budget suggestions. We found that
there was a 55.97% decrease in Maldon residents’ response from 134 in 2022 to only
75 in 2024. According to the survey, 300+ responses can be counted as a good
representative sample for a self-selecting survey in Maldon.

13



Recommendations Overall Report Conclusions
and significance (see Appendix 1)

Operational
EXEN T

) 0 1 1 SUbStantial
Systems

Report Issued

Conclusion and Summary of Key Findings

Conclusion

We have raised one Medium priority recommendation and one Low priority
recommendation to improve the Councils reconciliation authorisation process and budget
training procedures.

Whilst the Council have defined general ledger controls, regarding key IT access controls
and a sound process to manage and review of journals, we found some areas for
improvement regarding reconciliation documentation and budget holder training.

We found reconciliations between the general ledger and feeder systems lacked a
complete record of who performed and approved the reconciliation and when it was
done, which is essential for effective financial control and risk management. In addition,
it would add value to the Council and the budget holders to attend a refresher training
session and training records to be kept and maintained.

Consequently, we conclude substantial assurance over control design and moderate
assurance over operational effectiveness of the Council’s general ledger controls and
budgetary control.

Key findings

e  Qur testing of a random sample of 15 monthly balance sheet control accounts from
April 2023 to February 2024, showed that not all reconciliations had evidence of
the personnel who performed the reconciliation, the approver, and the date it was
completed.

e  Our review of the Council’s budget holder training found that no training records
are recorded and maintained by the Finance Team. We found that over the past
year, service areas were restructured, which resulted in resetting the budget
holders and redefining the areas they oversee which could result in potential lack
of budget holder responsibilities and accountability.

14



SUMMARY OF FINDINGS
RECOMMENDATIONS AND ASSURANCE DASHBOARD

Recommendations

2021/22 2022/23 2023/24

SR

= High = Medium = Low

D Q

15

Control Design

O

In 2023/24 there were 25 recommendations in total, which is
an increase of six from the previous year. However we
completed an additional two reviews.

In 2023/24 we completed eight audits and three advisory
reviews. The control design opinion is comparable to
previous years.



Operational Effectiveness

LN &

In 2023/24 we completed eight audits and three advisory
reviews. The operational effectiveness opinion shows an
increase in the number of substantial awards compared to the

previous year.

= Substantial = Moderate ®Limited ®No = Advisory
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ADDED VALUE

USE OF SPECIALISTS

We used fraud specialists and carried out a fraud risk review
following the Council identifying an attempted fraud. We also used
our Tax Advisory colleagues to inform our HMRC Employment Status
review. Furthermore, we engaged our Additionally, all our staff used
on reviews are local government specialists and work solely on
public sector clients.

RESPONSIVENESS

We ensured that our audit approach was responsive to the Council's
needs, adjusting audit timings to enable officer's to balance our
work with their existing responsibilities. This included the addition
of the Compliance with the CIPFA Financial Management Code
review.

BENCHMARKING AND BEST PRACTICE
We have benchmarked the controls and practices to other Councils

with similar arrangements and fed these back to the Council. For
example, we benchmarked the Council's Climate Action Strategy and
identified areas if best practice which may help the Council on their
climate change journey.

17



KEY THEMES

PEOPLE

The Council welcomed our internal audits and provided us with strong
levels of time and support during our reviews, whether delivered
remotely or in-person. This demonstrates the organisation's positive
approach towards internal audit and enhancing internal controls.

GOVERNANCE & STRUCTURES

Governance channels and processes were largely robust, supporting
effective monitoring of internal controls.

STRATEGIES & POLICIES

While strategies and policies were broadly in place and subject to
approval, some were not kept up to date and consequently did not
reflect the Council's actual arrangements most notably for the
Management of s106 Funds and Housing Benefit.

SYSTEMS & PROCESSES

While systems and processes were largley operating effectively, we did
note areas for improvement relating to Licensing, Management of s106
Funds and Homelessnes and Temporary Accommodation.

18



BACKGROUND TO ANNUAL OPINION

Introduction

Our role as internal auditors to Maldon District Council is to provide an opinion to the Board, through
the Performance, Governance & Audit Committee, on the adequacy and effectiveness of the internal
control system to ensure the achievement of the organisation’s objectives in the areas reviewed. Our
approach, as set out in the firm’s Internal Audit Manual, is to help the organisation accomplish its
objectives by bringing a systematic, disciplined approach to evaluate and improve the effectiveness
of risk management, control and governance processes.

Our internal audit work for the 12-month period from 1 April 2023 to 31 March 2024 was carried out
in accordance with the internal audit plan approved by officers and the Performance, Governance &
Audit Committee, adjusted during the year for any emerging risk issues. The plan was based upon
discussions held with management and was constructed in such a way as to gain a level of assurance
on the main financial and management systems reviewed. There were no restrictions placed upon
the scope of our audit and our work complied with Public Sector Internal Audit Standards.

The annual report from internal audit provides an overall opinion on the adequacy and effectiveness
of the organisation’s risk management, control and governance processes, within the scope of work
undertaken by our firm as outsourced providers of the internal audit service. It also summarises the
activities of internal audit for the period.

Audit Approach

We have reviewed the control policies and procedures employed by Maldon District Council to manage
risks in business areas identified by management set out in the 2023/24 Internal Audit Annual Plan
which has been approved by the Performance, Governance & Audit Committee This report is made
solely in relation to those business areas and risks reviewed in the year and does not relate to any of
the other operations of the organisation. Our approach complies with best professional practice, in
particular, Public Sector Internal Audit Standards, the Chartered Institute of Internal Auditors’
Position Statement on Risk Based Internal Auditing.

We discharge our role, as detailed within the audit planning documents agreed with Maldon District
Council management for each review, by:

« Considering the risks that have been identified by management as being associated with the
processes under review

o Reviewing the written policies and procedures and holding discussions with management to
identify process controls

« Evaluating the risk management activities and controls established by management to address the
risks it is seeking to manage

« Performing walkthrough tests to determine whether the expected risk management activities and
controls are in place

o Performing compliance tests (where appropriate) to determine that the risk management
activities and controls have operated as expected during the period.

19



The opinion provided on page 3 of this report is based on historical information and the projection of
any information or conclusions contained in our opinion to any future periods is subject to the risk
that changes may alter its validity.

Reporting Mechanisms and Practices

Our initial draft reports are sent to the key contact responsible for the area under review in order to
gather management responses. In every instance there is an opportunity to discuss the draft report
in detail. Therefore, any issues or concerns can be discussed with management before finalisation of
the reports.

Our method of operating with the Performance, Governance & Audit Committee is to agree reports
with management and then present and discuss the matters arising at the Committee meetings.

Management actions on our recommendations

Management were engaged with the internal audit process and provided considerable time to us
during the fieldwork phases of our reviews, in some cases providing audit evidence promptly and
allowing the reviews to proceed in a timely manner, including opportunities to discuss findings and
recommendations prior to the issue of draft internal audit reports. Management responses to draft
reports were mostly within our requested time frame, however, there were some instances where
the turnaround of draft reports was slow.

Recommendations Follow-up

Implementation of recommendations is a key determinant of our annual opinion. If recommendations
are not implemented in a timely manner then weaknesses in control and governance frameworks will
remain in place. Furthermore, an unwillingness or inability to implement recommendations reflects
poorly on management’s commitment to the maintenance of a robust control environment.
Relationship with External Audit

All our final reports are available to the external auditors through the Performance, Governance &

Audit Committee papers and are available on request. Our files are also available to external audit
should they wish to review working papers to place reliance on the work of internal audit.

20



Report by BDO LLP to Maldon District Council

As the internal auditors of Maldon District Council we
are required to provide the Performance, Governance
& Audit Committee, and Management with an opinion
on the adequacy and effectiveness of risk
management, governance and internal control
processes, as well as arrangements to promote value
for money.

In giving our opinion it should be noted that assurance
can never be absolute. The internal audit service
provides Maldon District Council with moderate
assurance that there are no major weaknesses in the
internal control system for the areas reviewed in
2023/24. Therefore, the statement of assurance is not
a guarantee that all aspects of the internal control
system are adequate and effective. The statement of
assurance should confirm that, based on the evidence
of the audits conducted, there are no signs of material
weaknesses in the framework of control.

In assessing the level of assurance to be given, we
have considered:

e All internal audits undertaken by BDO LLP during
2023/24

e Any follow-up action taken in respect of audits
from previous periods for these audit areas

e  Whether any significant recommendations have
not been accepted by management and the
consequent risks

e The effects of any significant changes in the
organisation’s objectives or systems

e  Matters arising from previous internal audit
reports to Maldon District Council

¢ Any limitations which may have been placed on

the scope of internal audit - no restrictions were
placed on our work.

21




KEY PERFORMANCE INDICATORS

Quality Assurance

Annual Audit Plan delivered in line
with timetable

KPI

We have met this KPI and all 23/24
audits delivered.

RAG Rating

Actual days are in accordance with
Annual Audit Plan

All audits delivered to budget.

Customer satisfaction reports - overall
score at average at least 3.5 / 5 for
surveys issued at the end of each
audit.

Since 2021 the average score is 4.47.

Annual survey to PGA committee to
achieve score of at least 70%

This will be issued following the
presentation of the annual report.

At least 60% input from qualified staff

This KPI is met.

Issue of draft report within three
weeks of fieldwork closing meeting

This KPI has been met for 10 out of 11
audits/reviews for 2023/24. The one
review where the target was not met
was Management of s106 Funds.

Finalise internal audit report one
week after management responses to
report are received

This KPI has been met for 11 out of 11
audits/reviews for 2023/24.

90% recommendations to be accepted
by management

All recommendations have been agreed
with management prior to release of the
final audit report.

Information is presented in the format
requested by the customer

This KPlI has been met for all 23/24
audits/reviews

High quality documents produced by
the auditor that are clear, concise
and contain all the information
requested

This KPlI has been met for all 23/24
audits/reviews

Positive result from any external
review

In June 2021 an External Quality
Assessment by the Institute of Internal
Auditors reported that BDO LLP’s Public
Sector Internal Audit Team °‘generally
conforms’ with the International
Professional Practices Framework (IPPF)
and the Public Sector Internal Audit
Standards (PSIAS).

This is the highest of the three ratings
categories.
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APPENDIX 1
OPINION SIGNIFICANCE DEFINITION

ANNUAL OPINION DEFINITION

Our audit work provides assurance that the arrangements should deliver the objectives and risk
management aims of the organisation in the areas under review. There is only a small risk of
failure or non-compliance.

Moderate = Sisnificantiy LSl work. provides assurance .tha.t the arrangements shguld deliver' the objgctives apd risk
management aims of the organisation in the areas under review. There is some risk of failure or

m X| ion .
o oa s B non-compliance.

(BT B VA o | Our audit work provides assurance that the arrangements will deliver only some of the key
objectives and risk management aims of the organisation in the areas under review. There is a

SXpeSuens significant risk of failure or non-compliance.

No - Does not meet Our audit work provides little assurance. The arrangements will not deliver the key objectives
and risk management aims of the organisation in the areas under review. There is an almost
certain risk of failure or non-compliance.

expectations

REPORT OPINION SIGNIFICANCE DEFINITION

Level of

Assurance Design Opinion Findings Effectiveness Opinion Findings
Substantial Appropriate procedures and  There is a sound No, or only minor, The controls that
controls in place to mitigate  system of internal exceptions found in testing of  are in place are
the key risks. control designed to the procedures and controls. being consistently
achieve system applied.
objectives.

Moderate  In the main, there are Generally a sound A small number of exceptions  Evidence of
appropriate procedures and  system of internal found in testing of the noncompliance
controls in place to mitigate control designed to procedures and controls. with some controls
the key risks reviewed, albeit achieve system that may put some
with some that are not objectives with some of the system
fully effective. exceptions. objectives at risk.

Limited A number of significant gaps  System of internal A number of reoccurring Non-compliance
identified in the procedures  controls is weakened exceptions found in testing of  with key
and controls in key areas. with system the procedures and controls. procedures and
Where practical, efforts objectives at risk of ~ Where practical, efforts should controls places the
should be made to address not being be made to address in-year. system objectives
in-year. achieved. at risk.

No For all risk areas there are Poor system of Due to absence of effective Non-compliance
significant gaps in the internal control. controls and procedures, no and/or compliance
procedures and controls. reliance can be placed on their with inadequate

‘ Failure to address in-year operation. Failure to address controls.
affects the quality of in-year affects the quality of
the organisation’s overall the organisation’s overall
internal control framework. internal control framework.

RECOMMENDATION SIGNIFICANCE DEFINITION

High A weakness where there is substantial risk of loss, fraud, impropriety, poor value for money, or failure to
achieve organisational objectives. Such risk could lead to an adverse impact on the business. Remedial
action must be taken urgently.

Medium A weakness in control which, although not fundamental, relates to shortcomings which expose individual
business systems to a less immediate level of threatening risk or poor value for money. Such a risk could
impact on operational objectives and should be of concern to senior management and requires prompt
specific action.

Areas that individually have no significant impact, but where management would benefit from improved
controls and/or have the opportunity to achieve greater effectiveness and/or efficiency.
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FOR MORE INFORMATION:

AARON WINTER
+44 (0)7442 851 860

This publication has been carefully prepared, but it has been written in general
terms and should be seen as broad guidance only. The publication cannot be relied
upon to cover specific situations and you should not act, or refrain from acting, upon
the information contained therein without obtaining specific professional advice.
Please contact BDO LLP to discuss these matters in the context of your particular
circumstances. BDO LLP, its partners, employees and agents do not accept or
assume any liability or duty of care for any loss arising from any action taken or not
taken by anyone in reliance on the information in this publication or for any decision
based on it.
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Ireland, is licensed to operate within the international BDO network of independent
member firms.

© 2024 BDO LLP. All rights reserved.

www.bdo.co.uk

BDO



