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1. Summary
1.1 The Public Sector Internal Audit Standards (PSIAS) requires that the Chief Internal

Auditor must deliver an annual internal audit opinion, on the overall adequacy and
effectiveness of the internal control environment; that can be used by the
organisation to inform its governance statement. The purpose of this report it to advise
the Audit Committee of the Chief Internal Auditor’s Internal Audit Annual Report and the
annual internal audit opinion.

1.2 The Internal Audit Annual Report outlines the internal audit work we have carried out for
the year ended 31 March 2017. The annual internal audit opinion must conclude on the
overall adequacy and effectiveness of the organisation’s framework of governance, risk
management and control.

1.3 The report attached, at Appendix 1, includes the Chief Internal Auditor's independent
and objective opinion as to the adequacy and effectiveness of the internal control
environment.

2. Recommendations

2.1 That the Audit Committee notes the content of the Internal Audit Annual Report for
2016/2017.

Implications of the Report

1. Financial - none
2. HR & Organisational Development - none.
3. Community Planning - none.

4. Legal - none.



5. Property/Assets - none.

6. Information Technology - none.
7. Equality & Human Rights - none
8. Health & Safety - none.

9. Procurement - none.

10. Risk - The report provides an opinion on the overall internal control environment
including governance and risk management of the Integration Joint Board.

11. Privacy Impact - none.

List of Background Papers — none.

Author: Andrea McMahon, Chief Internal Auditor
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1. Introduction

1.1

1.2

1.3

14

Renfrewshire Council provides an internal audit service to the Renfrewshire
Health and Social Care Integration Joint Board (IJB). This includes:

e The compilation of an annual audit plan following consideration
and evaluation of those areas of greatest risk in the organisation’s
operation, and consultation with the Chief Officer;

e Delivery of the planned audit assignments;

e Follow up of previous audit recommendations;

e Provision of any ongoing advice support and training on audit and
risk management related matters;

e Provision of an Annual Report and Assurance Statement to the 1JB
Audit Committee.

The Service operates in accordance with the Public Sector Internal Audit
Standards which defines Internal Audit’s role as:

...... an independent, objective assurance and consulting activity designed to
add value and improve an organisation’s operations. It helps an organisation
accomplish its objectives by bringing a systematic, disciplined approach to
evaluate and improve the effectiveness of risk management, control and
governance processes.”

In line with the Standards, the purpose of this Annual Report is to report on:

o The outcome of the planned Internal Audit reviews 2016/17 relating to
the I1JB;

o The outcome of Internal Audit reviews of supporting Renfrewshire
Council corporate systems;

o Internal audit performance;

. Planned audit work for 2017/18;

° The annual assurance statement which provides an opinion on the
overall adequacy and effectiveness of the |JB’s internal control
environment.

The operational delivery of services within the Health Board and Local
Authority on behalf of the Integration Joint Board will be covered by their
respective internal audit arrangements. In concluding on the overall opinion,
reliance has been placed on the internal audit annual report for NHS Greater
Glasgow and Clyde.



2. Responsibilities of Management and Internal Audit

2.1 It is the responsibility of management to ensure that the areas under their
control are adequate and effective and that there is a sound system of internal
control which facilitates the effective exercise of the organisation’s functions
and which includes arrangements for the management of risk.

2.2 Internal Audit is not a substitute for effective control exercised by
management as part of their responsibilities. Internal Audit’'s role is to
independently assess the adequacy of the risk management, internal controls
and governance arrangements put in place by management and to undertake
sufficient work to evaluate and conclude on the adequacy of those controls for
the period under review.

3. Internal Audit Activity during 2016/2017

3.1 The Internal Audit Plan for the IJB for 2016/2017 provided for a review of the
performance management framework and the arrangements in place to
monitor progress of the strategic plan outcomes and the arrangements for
monitoring the financial plan and managing the financial risks. The final report
is attached at Appendix 1.

3.2 There were no prior year audit recommendations to be followed up in
2016/17.

3.3 Internal Audit also carried out reviews of the main corporate systems
operating within Renfrewshire Council which support the |JB’s activity. The
main findings in relation to these are summarised in table 1 below and
Renfrewshire Council management have agreed to implement the audit
recommendations made in relation to each review:

Table 1
Audit Area Conclusion
Corporate Governance (Gifts and ¢ Limited Assurance
Hospitality) e Internal Audit have reviewed the
level of awareness and

compliance with the procedures
for gifts and hospitality. Council
management has agreed to
review the documented
procedures in place and develop
training material to promote staff
awareness and compliance.

Procurement (Tendering e Substantial Assurance
arrangements) e No key risks were identified,
although some recommendations
were made in relation to retention
of records, updating procedures
and segregation of duties.




4. Review of Internal Audit Performance

4.1

In previous years internal audit measured performance against a range of
measures. In 2016/17, Internal audit were in the process of implementing a
new audit management system, during this phased implementation period it
was only possible to measure the percentage completion of the audit plan for
the year. Table 2 shows the actual performance against targeted performance
for the year.

Table 2

Internal Audit Performance 2016/17

Performance measure Target 2016/17 Actual 2016/17

% completion of audit plan for the year* 95% 91.8%

*

4.2

4.3

4.4

this measures the completion percentage as at 31 March. 100% of the plan is
ultimately delivered through the finalisation of the outstanding elements in the new
financial year.

Actual performance for the year is 3.2% below the target performance level.
This was due to the actual level of resources available being lower than had
been planned for, due to vacancies and maternity leave. The 95% targeted
completion was achieved by the end of April 2017.

The Chief Auditor is required to develop and maintain a quality assurance and
improvement programme that covers all aspects of the internal audit including
conformance with the PSIAS. During 2016/17, an external quality assessment
was undertaken, as required by the PSIAS once every five years. The
assessment was undertaken as a peer review by West Lothian Council and
concluded that the internal audit service was well managed and effective. A
small number of recommendations for improvement were made and these
have been added to the quality assurance and improvement programme for
implementation during 2017/18.

External Audit

External Audit’s review of the internal audit service concluded that the internal
audit service operates in accordance with the Public Sector Internal Audit
Standards (PSIAS) and has sound documentation standards and reporting
procedures in place.

5. Planned Work for 2017/18

5.1

Following a risk based assessment of the activities of the IUB and consultation
with the Chief Officer and Chief Financial Officer the Internal Audit Plan for
2017/2018 provides for 35 days of Internal Audit resource to undertake a
governance review focused on compliance with the integration scheme and
provides time for planning and reporting, follow up on previous



5.2

recommendations, ad-hoc advice and consultancy. The Internal Audit Plan for
2016/2017 was approved by the IJB on 3 February 2017.

An annual report for 2017/2018 will also be provided to the Audit Committee
of the IJB.

6. Audit Assurance Statement

6.1

6.2

6.3

6.4

The audit work performed has been reported to the Chief Officer, and to the
Integration Joint Board in this annual report. Where areas for improvement in
internal control have been identified appropriate recommendations have been
made, and accepted for action by management.

The internal audit review of strategic and financial planning undertaken during
2016/17 provided limited assurance to the IJB with a significant risk relating to
on-going financial sustainability. The IJB have yet to agree on savings options
to close the budget gap, this impacts on financial management, medium and
long-term planning which could impact on the IJB’s ability to achieve its
objectives.

It is not feasible for the system of internal control to be without any weakness.
It is important to balance the risks involved in accepting systems limitations
with the consequences if a problem emerges. Internal Audit recognises this
and assesses this in its reporting mechanism.

In this context, it is considered that subject to paragraph 6.2 a reasonable
level of assurance can be placed upon the adequacy and effectiveness of the
IJB’s internal control, risk management and governance arrangements, as
evidenced by:-
e The results of the audit work in 2016/17 and the opinion’s contained in
the Internal Audit Annual Reports of the Health Board and the Local
Authority.

e Management self assessment of internal control, risk management and
governance arrangements.

e Management action to respond to audit recommendations.

/
Chief Auditor

Date 29 June 2017
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EXECUTIVE SUMMARY

Audit Objectives
The objectives of the audit were to ensure that:

o A comprehensive performance management framework is in place;

Performance measures have been developed to monitor progress of the strategic plan

outcomes;

Performance measures defined are SMART and measurable against baseline data;

Performance is regularly reported to the Integration Joint Board;

Financial risks are adequately managed through the organisation’s risk register;

Adequate arrangements are in place to monitor financial spend against the allocated

budgets;

Medium and longer term financial plans are being developed;

o Financial management is regularly reported to the Integration Joint Board;

o Governance arrangements exist to report performance and financial management to
the partner bodies.

Audit Scope

1. Interviewed the appropriate staff, evaluated the performance management arrangements,
progress of the strategic plan outcomes, financial plan monitoring and management of financial risks.

2. Prepared and undertook a series of tests to confirm the adequacy and effectiveness of the
performance monitoring and reporting arrangements identified.




Key Audit Assurances

1. A performance management framework is in place and performance measures have been
developed to monitor progress of the strategic plan outcomes.

2. Performance and financial matters are regularly reported to the Integration Joint Board.

Key Risks

As the |JB budget for 2016/17 was not agreed, the 1JB have identified the required 2016/17 savings
as part of the 2017/18 budget planning process. Delays in agreeing savings options will adversely
impact on the ability of the 1JB to develop longer terms financial plans for the IJB which in turn could
impact on service delivery.

Overall Audit Opinion

The audit review provided limited assurance over arrangements in place to monitor performance,
progress of the strategic plan outcomes and the financial plan and to manage financial risks. As 1JB
members have not agreed on savings options to close the budget gap, financial management,
medium and long term planning and the ability to continue with the full range of service delivery are
uncertain. This could result in reactive and unplanned budget cuts.
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