STANDARDS AND AUDIT COMMITTEE - 21 SEPTEMBER 2023

REVISED INTERNAL AUDIT ANNUAL PLAN 2023/24

Executive Summary

This report set out the revised Internal Audit Plan for 2023/24, which details how the Council
will meet its statutory requirements for Internal Audit.

The report explains that the initially approved IA Plan for 2023/24 has been revisited and
amended to reflect the current risks and challenges faced by the Council in order to provide
Members, management, and other external bodies with independent assurance on the
adequacy of the Council’s risk management, governance, and internal control framework.

Discussions between Mazars representatives, and representatives of the Council’s finance
team have acknowledged that there is a new senior finance team in place at the Council,
including a new S151 officer. As a result of this, further priorities may be identified during the
continued discovery phase and resources could be redirected again in the coming months.

Recommendations
The Committee is requested to:

RESOLVE That the revised Internal Audit Annual Plan for 2023/24 be
approved.

The Committee has the authority to determine the recommendation(s) set out above.

Background Papers: None.

Reporting Person: Graeme Clarke, Partner, Mazars LLP
E-Mail: graeme.clarke@mazars.co.uk

Juan Fosco, Manager, Mazars LLP
E-Mail: juan.fosco@mazars.co.uk

Contact Person: Eugene Walker, Interim Director Finance / S151 Officer
E-Mail: eugene.walker@woking.gov.uk

Yusuf Erol, Strategic Financial Adviser
E-Mail: yusuf.erol@woking.gov.uk

Date Published: 13 September 2023
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Implications

Financial and Risk

There are financial implications related to the delivery of the proposed Annual Plan and the days
included. A sufficient budget needs to be set aside to cover delivery costs.

There may be financial implications regarding implementing internal audit recommendations
depending on the nature of the area and recommendations made. However, any such
implications are considered by Management as part of the consideration of the
recommendations raised. Some audit recommendations are also designed to improve value for
money and financial control.

Internal Audit identifies weaknesses in the control environment. Therefore, the implementation
of recommendations improves the control environment and risk management.

Human Resources and Equalities

Some audit recommendations need officer resources to put in place. There is minimal impact
on equalities issues.

Leqgal

The professional responsibilities of internal auditors are set out within UK Public Sector
Internal Audit Standards (PSIAS).



Woking Borough Council
Internal Audit Revised 2023-24 Plan
September 2023



Contents

01 Introduction

02 Background

03 Preparing the Revised Annual Plan 2023/24
A1 Summary of Changes to the 2023/24 Plan
A2 Detailed Revised Annual Plan 2023/24

A3 Statement of Responsibility

N W N A A

Disclaimer

This report (“Report”) was prepared by Mazars LLP at the request of Woking Borough Council (Council), and terms for the preparation and scope of the Report
have been agreed with them. The matters raised in this Report are only those which came to our attention during our internal audit work. Whilst every care has
been taken to ensure that the information provided in this Report is as accurate as possible, Internal Audit have only been able to base findings on the information
and documentation provided and consequently, no complete guarantee can be given that this Report is necessarily a comprehensive statement of all the
weaknesses that exist, or of all the improvements that may be required.

The Report was prepared solely for the use and benefit of the Council, and to the fullest extent permitted by law, Mazars LLP accepts no responsibility and
disclaims all liability to any third party who purports to use or rely for any reason whatsoever on the Report, its contents, conclusions, any extract, reinterpretation,
amendment and/or modification. Accordingly, any reliance placed on the Report, its contents, conclusions, any extract, reinterpretation, amendment and/or
modification by any third party is entirely at their own risk.



01 Introduction

At the time of presenting the Internal Audit 2023/24 Plan to the Standards
and Audit Committee of Woking Borough Council (Council) in March 2023,
we identified the need to revisiting the content of the Plan to consider the
outcomes of the Department for Levelling Up, Housing and Communities
(DLUHC) review. Furthermore, the Council subsequently issued a Section
114 Notice (s114) in June 2023 in response to the authority's unprecedented
financial challenges.

Following publication and consideration of the DLUHC report and s114, we
have also met with the Interim Director of Finance (Section 151 Officer) to
consider areas where Internal Audit resources are best focused,
deprioritising other work where risks are not linked to the Council’s current
situation.

Given the current challenges of the Council, it was considered that the focus
of Internal Audit should be weighted towards financial and expenditure
controls, income collection and key financial systems reviews and which is
set out in this paper.

02 Background

The fundamental role of Internal Audit is to provide senior management and
Members with independent assurance on the adequacy, effectiveness, and
efficiency of the internal control system and report major weaknesses
together with recommendations for improvement. The role is fulfilled by
carrying out appropriate audit work following the Annual Plan approved by
the Chief Finance Officer (Director of Finance) and the Council's Standards
and Audit Committee (Committee).

03 Preparing the Revised Annual Plan
2023/24

Further to 01, following the DLUHC’s report and the Council’s S114 Notice,
we have revisited the initially approved Plan in conjunction with Council
officers and propose that the focus of Internal Audit increases around
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financial and expenditure controls, income collection and key financial
systems reviews.

For example, the Key Financial Systems review originally proposed in the
Plan has been split into more focused in depth reviews of Accounts Payable,
Accounts Receivable, Payroll, Council Tax and Business Rates (NDR). We
have also included areas such as Income Management and Systems
Reconciliations and Pensions Fund Administration.

Other key finance related areas such as Treasury Management, Budget
Monitoring and Savings Plan were also discussed however, the Council has
appointed external advisors and consultants in these areas with aims to
improve the effectiveness processes and practices and risk management.
We will continue to consider these areas once work has been completed.

At the same time, some internal audits whilst representing important areas
to the Council and should be considered as part of an ongoing internal audit
strategy have been deprioritised in order to ensure total resources and costs
associated with the original Plan remain consistent. These, include Housing
— Void Properties, Community Safety, Project Planning, Corporate Health
and Safety, Business Planning and Information Governance.

It is worth noting that, with scope yet to be defined with CLT, we allocated
resources for ‘Group Companies’ work. This will consider how Internal Audit
can assist and add value in these areas.

The proposed number of internal audit days allocated has changed with a
reduction of 12 days compared to the initially agreed Plan in March 2023.
This includes 257 general days, including 30 days for IT audit and 30 days
for the Head of Internal Audit role.

The resources are allocated to ensure that sufficient high-risk areas are
audited to allow the Head of Internal Audit (HolA) to provide an effective
annual opinion on the internal control environment.

A summary of the original Plan approved Plan and its revised version is
presented in Appendix A1.

The revised 2023/24 Plan is presented in Appendix A2.
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A1 Summary of Changes to the 2023/24 Plan

Original Plan — Approved March 2023 New Revised Plan — September 2023

Audit Title Allocated Days RS =T
IT - Office 365 15 lT" (')ff_' e365 oca ‘1’5 cys
Housing - Rent Collection 12 - e _

L Housing - Rent Collection 12
Victoria Square 12 = c - o
Parking Services (Off Street) 12 roup ~ompanies :

- : Accounts Payable (Creditors) 12
Key Financial Systems 40 -
; - . Accounts Receivable (Debtors) 12
Housing - Void Properties 12
. Council Tax 12
Community Safety 10 -

- - Business Rates 12
Project Planning 10 = r -
Health and Safety 10 ayro 0

. Pension Fund Administration 15
Thameswey Group Companies 15 — -
- IT - Application Lifecycle Mgmt. 15
Information Governance 10 TEaie EER e T e S
Business Planning/Woking For All 10 Reconciliations 24
Strategy Eollow U 15
Savings Plan, Budget Monitoring and 12 oflow Ups .
Medium Term Financial Strategy Head of Internal Audit 24
IT - Application Lifecycle Mgmt. 15 Management 30
Follow ups 10 Contingency 20
Head of Internal Audit 24 Total Days 257
Management 20
Contingency 20
Total Days 269
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A2 Detailed Revised Annual Plan 2023/24

Source Scope/Notes Indicative Days

Internal Audit to provide assurance that the Council
: . h ffecti ntrols in pl r the managemen
1 Housing - Rent Collection CLT as effective C.O trols | .p ace (.)VG the management 12
of rent collection, focusing on income management
and rent arrears recovery.

Status

Fieldwork
complete

To assess the adequacy and effectiveness of the
Council’s controls for managing creditor

Accounts Payable transactions and obligations, ensuring accurate and
CLT . C S . 12
timely payments. This includes invoice processing,

2 .
(Creditors)

payment authorisations, reconciliation procedures

and compliance with relevant financial regulations.

Starts in October
2023

To assess the effectiveness, accuracy, and
timeliness of the Council’s debtor management
Accounts Receivable procedures, ensuring debts are being ac-cgrately
3 CLT recorded and collected. Areas of focus will include

(Debtors) L .
invoicing, credit control procedures, debt recovery
processes, write-offs, and compliance with internal
procedures and relevant legislation.

12

Starts in October
2023

To review the effectiveness and efficiency of the
Council’s processes in administering and collecting
4 Council Tax CLT Councill Tax. The.scope would enpompass billing, 12

exemptions and discounts; collection and recovery
procedures; bad debt provision and maintenance of
the Council Tax database.

Starts in
November 2023

To evaluate the Council’s effectiveness in managing
and collecting non-domestic rates and assessing
compliance with legislation and regulations. The
scope would focus on rate setting; application of

reliefs and exemptions; collection and recovery

5 Business Rates CLT 12

Starts in
November 2023
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Source Scope/Notes Indicative Days Status

processes; maintenance of the rating list;
valuations, and accuracy of record-keeping.
Examine the Council’s payroll processes to confirm
that accurate and timely payments are made to
employees in compliance with legal obligations and ,
. . S Starts in
6 Payroll CLT internal policies. The scope might include payroll 15
) . . . November 2023
calculations, tax and deductions compliance with
HRMC requirements, data security and integrity of
the payroll system.
Review the effectiveness of controls related to
incoming bank statements and other transactions,
input and reconciliations between Pay 360 and bank
statement/other transactions, reconciliation between .
Income Management and . . Starts in
7 N CLT Pay 360 and Integra, procedures, dealing with 24
System Reconciliations : . December 2023
transaction exceptions and unallocated
transactions, audit trails and assess the possible
double handling of paperwork and electronic
records.
Review the effectiveness and compliance of the
Council’'s administration of pension funds. The
scope could encompass records management; Starts in
8 Pension Fund Administration CLT calculation and payment of benefits; fund valuation 15
. . o February 2024
processes; compliance with the relevant legislation
and codes of practice; and governance and risk
management structure.
Resources
9 Group Companies CLT Scope to be determined with CLT. 24 allocated in
January 2024
L Treated as
Victoria-Square Deferred from .
Scope-to-be-determined
Development 2022/23 2 Group
Companies work
Page 4
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Scope/Notes

Indicative Days

Status

Deferred to

2022/23 2024/25
v Fi Bl O |
Testing —Accounts Payable, . ) ) ) ) ) Split in
, Testing of key financial controls-in-each financial
Accounts-Receivable; Standing-item standalone
General-Ledger,NNDR; ) ’ audits.
Council Tax-and-Payroll
Polici | p - Staft Train
Deferred-from Awareness:-H&S Checks:-Risk-Assessments: Deferred to
Health-and-Safety . .
2022/23 Reporting-Incidents-and Follow-Ups; Management 2024/25
ooediags

Deferred to
2024/25

Housing —Voids Process LT . i for i . id . Deferred to
b
and-Performance . . . . 2024/25
carrying-out void-works-and the timeliness-of the re-
J : : Deferred to
L . 2024/25
Lessons-Learned;-Monitoring-and-Reporting
Splitin
standalone

audits. MTFS to
be included in
2024/25
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Source

Scope/Notes

Indicative Days

Status

Deferred to

IT Audits

Inf ion.C LT : . C Reai ezl
. . . e 2024/25
Processing Statements, Privacy Notices and
Di . . ity .
PoHdre-Sendece—0F . Deferred to
CLT Scope-to-be-determined
Street 2 2024/25

We have reviewed the migration to Microsoft365,
specifically related to its configuration, including the

Management

13 Office 365 Deferred from design and implementation of controls by reviewing 15 Fieldwork
2022/23 : . . complete
common configuration settings that apply to all
Microsoft365 users.
14 Application Lifecycle CLT Scope to be determined. 15 Q4
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15 Follow Up Reviews Ongoing N/a 15 -
16 Management Ongoing N/a 30 -
17 Head of Internal Audit Ongoing N/a 24 -
18 Contingency Ongoing N/a 20

Total Audit Days 257
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A3 Statement of Responsibility

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

The responsibility for designing and maintaining a sound system of internal control and the prevention and detection of fraud and other irregularities rests with
management, with internal audit providing a service to management to enable them to achieve this objective. Specifically, we assess the adequacy and
effectiveness of the system of internal control arrangements implemented by management and perform sample testing on those controls in the period under
review with a view to providing an opinion on the extent to which risks in this area are managed.

We plan our work in order to ensure that we have a reasonable expectation of detecting significant control weaknesses. However, our procedures alone should
not be relied upon to identify all strengths and weaknesses in internal controls, nor relied upon to identify any 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.

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.

This report is confidential and must not be disclosed to any third party or reproduced in whole or in part without our prior written consent. To the fullest extent
permitted by law Mazars LLP accepts no responsibility and disclaims all liability to any third party who purports to use or rely for any reason whatsoever on the
Report, its contents, conclusions, any extract, reinterpretation amendment and/or modification by any third party is entirely at their own risk.
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Contacts

Graeme Clarke
Partner, Mazars
graeme.clarke@mazars.co.uk

Juan Fosco
Manager, Mazars
juan.fosco@mazars.co.uk

Mazars is an internationally integrated partnership specialising in audit, accountancy, advisory, tax and legal services*. Operating in over 95
countries and territories worldwide, we draw on the expertise of 47,000 professionals — 30,000 in Mazars’ integrated partnership and 17,000 via
the Mazars North American Alliance — to assist clients of all sizes at every stage in their development.

*Where permitted under applicable country laws

www.mazars.co.uk

Woking BC - Internal Audit Strategy and Revised Annual Plan 2023/24— September 2023 Page 8



	There may be financial implications regarding implementing internal audit recommendations depending on the nature of the area and recommendations made. However, any such implications are considered by Management as part of the consideration of the recommendations raised. Some audit recommendations are also designed to improve value for money and financial control.
	Internal Audit identifies weaknesses in the control environment. Therefore, the implementation of recommendations improves the control environment and risk management.
	Some audit recommendations need officer resources to put in place. There is minimal impact on equalities issues.
	The professional responsibilities of internal auditors are set out within UK Public Sector Internal Audit Standards (PSIAS).
	01 Introduction
	02 Background
	03 Preparing the Revised Annual Plan 2023/24
	A1 Summary of Changes to the 2023/24 Plan
	A2 Detailed Revised Annual Plan 2023/24
	A3 Statement of Responsibility

