Report No. 06/16

Audit & Corporate Services Review Committee

REPORT OF THE INTERNAL AUDITOR

SUBJECT: INTERNAL AUDIT REPORT 2015/16

This report summarises the outcome of work completed against the 2016/17
operational audit plan approved by the Authority’s Audit and Corporate Services
Review Committee and incorporates cumulative data in support of internal audit
performance and how our work during the year feeds in to our annual opinion.

The internal audit service reviewed a number of areas during the year:
Risk Management

Key Financial Controls — Budgetary Control

Health and Safety

Corporate Governance

Departmental/ Operational Review — Income Generation

From these examinations, taking into account the relative risk of the business areas
the internal audit service formed generally very positive conclusions regarding the
policies, procedures and operations in place.

.Recommendation: Members are asked to NOTE and COMMENT on this report

(For further information, please contact Richard Griffiths, extension 4815
richardg@pembrokeshirecoast.org.uk)

Pembrokeshire Coast National Park Authority
Audit and Corporate Services Review Committee 11 May 2016
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Engagement Director

Tel: 07792 296830
Email: robin.pritchard@gatewayassure.com

This report is prepared solely for the use of Authority and senior management of the Pembrokeshire Coast National
Park Authority. Details may be made available to specified external agencies, including external auditors, but
otherwise the report should not be disclosed, quoted or referred to in whole or in part, including in response to requests
for information under the Freedom of Information Act, without the prior written consent of Gateway Assure Ltd. The
matters raised in this report are only those which came to our attention during our internal audit work and are not
necessarily a comprehensive statement of all the weaknesses that exist, or of all the improvements that may be
required. No responsibility to any third party is accepted as the report has not been prepared, and is not intended for
any other purpose. © Gateway Assure Ltd 2016
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1. INTRODUCTION

1.1

The purpose of internal audit is to provide the Authority, Audit & Corporate Service Review
Committee, the Chief Executive and management of the Pembrokeshire Coast National Park
Authority with an independent and objective opinion on risk management, control and governance and
their effectiveness in achieving the Authority’s agreed objectives. Internal audit also has an
independent and objective consultancy role to help management improve risk management,
governance and control.

The results of our internal audit work form part of the framework of assurances that the Authority
receives and should be used to assist the Authority prepare informed governance and internal control
statements.

Internal audit work for the period from 1 April 2015 to 31° March 2016 was carried out in accordance
with the Annual Audit Plan approved by the Audit & Corporate Service Review Committee.

The plan was constructed in such a way as to allow a statement of the adequacy and effectiveness of
the Authority’s risk management, control and governance processes based upon the reviews
undertaken as part of an Internal Audit Strategy covering three years.

Our risk based methodology and working practices are compliant with the Public Sector Internal Audit
Standards (PSIAS) 2013, the Institute of Internal Auditors (llA) International Professional Practice
Framework (IPPF) 2013 and specifically in relation to local government the CIPFA Code of Practice
(COP) for Internal Audit in Local Government. These standards are adopted insofar as they are
applicable to you as a client.

2. PLANNED COVERAGE & OUTPUT

2.1

2.2

The Audit & Corporate Service Review Committee agreed to an input of 25 days of internal audit
coverage in the year.

The planned reviews approved by the Audit & Corporate Service Review Committee, the planned
number of days and the actual time against each are shown in Appendix A and shows that the plan
was completed within the resources available.

Our audit assignments were undertaken over two visits, one in July 2015 and another in November
2015, as agreed with management and we are grateful for the co-operation which we received from
those managers and staff that were involved with the audit process.

3. MANAGEMENT ACTION ON RECOMMENDATIONS

3.1

Based on the results of our follow up work, management responses and agreed implementation plans
we believe that management have taken or planned appropriate and timely action to implement
recommendations.

4. OPERATIONAL ASSURANCE

4.1  The internal audit service reviewed a number of areas during the year:
=  Risk Management
= Key Financial Controls — Budgetary Control
=  Health and Safety
=  Corporate Governance
= Departmental/ Operational Review — Income Generation
www.gatewayassure.com Page 1 of 8
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4.2 From these examinations, taking into account the relative risk of the business areas the internal audit
service has formed the following conclusions (good, adequate or weak) regarding the policies,
procedures and operations in place to:

Establish and monitor the achievement of the Authority’s objectives: Good
Identify, assess and manage the risks to achieving the Authority’s objectives: Adequate
Advise on, formulate, and evaluate policy, within the responsibilities of the Chief

Executive: Good
Ensure economical and efficient use of resources: Adequate
Ensure compliance with the Authority’s policies, procedures, law and regulations: Adequate

Safeguard the Authority’s assets and interests from losses of all kind including
those from fraud, irregularity and corruption: Adequate

Ensure the integrity and reliability of information, accounts and data, including
internal and external reporting and accountability processes: Adequate

5. OVERALL ASSURANCE

5.1 As the internal audit service provider to the Pembrokeshire Coast National Park Authority, we are
required to provide the Authority and the Chief Executive with a statement on the adequacy and
effectiveness of the Authority’s risk management, control and governance processes.

5.2 In giving an opinion it should be noted that assurance can never be absolute. The most that the audit
service can provide to the Authority is a reasonable assurance there are no major weaknesses in the
Authority’s risk management, control and governance processes.

5.3 In assessing the level of assurance to be given, the following have been taken into account::

All audits undertaken during 2015/16;

Any follow-up action taken in respect of audits from previous periods;

Significant recommendations not accepted by management and the consequent risks;
The effects of any significant changes in the Authority’s objectives or systems;
Matters arising from previous reports to the Authority;

Any limitations which may have been placed on the scope of internal audit;

The extent to which resources constraints may impinge on the Head of Internal Audit's ability to
meet the full audit needs of the Authority;

What proportion of the Authority’s audit need has been covered to date; and

The results of work performed by other assurance providers including the work of the financial
statement auditors and inspection (if applicable).

5.4 At the date of issue of this report the Financial Statement Auditor’s Final Audit Opinion and External
Audit Management Letter for 2015/16 have not been published. We reserve the right to amend our
annual opinion as a result of these further sources of assurance once issued.

6. OPINION

6.1 We are satisfied that sufficient internal audit work has been undertaken to allow us to draw a
reasonable conclusion as to the adequacy and effectiveness (or inadequacy and ineffectiveness) of
the Authority’s risk management, control and governance processes.

www.gatewayassure.com
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6.2  Overall in our opinion, based upon the reviews performed during the year, the Pembrokeshire Coast
National Park Authority:

" has adequate and effective risk management;
= has adequate and effective governance; and
= has adequate and effective control processes.

www.gatewayassure.com
Page 3 of 8
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APPENDIX A - SUMMARY OF AUDIT OUTCOMES

2013/14

Audit Area Progress Overall Plan Actual Recommendations Made
Opinion_| Days | Days | - SN . [ERSEmpe—

1. Risk Management Final Adequate 3 3 0 2 1 3 3
2. Key financial Controls Final Substantial 3 3 0 0 1 1 1
3. Health and Safety Final Substantial 3 3 0 0 2 2 2
Follow up Final - 2 2 - - - - -
4. Corporate Governance Final Substantial 3 3 0 1 1 2 2
5. Operational Review — Income Generation Final Adequate 7 7 0 2 1 3 3
Audit Management - - 4 4 - - - - -

TOTAL 25 25 0 5 6 11 11

www.gatewayassure.com Page 4 of 8
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APPENDIX B - SUMMARY OF MAIN FINDINGS

| Ref | Recommendation 0000000000000
RISK MANAGEMENT

1. Risk Management Arrangements
We recommend that the Authority consider the following changes to its approach to Risk Management:

Regular standing agenda item for review of the Risk Register at management team meetings; assisting to reduce reliance on the Business &
Performance Manager.

Regular reporting to Audit & Corporate Service Review Committee in respect of the most significant risks on the Register (or the “Top 10’) at
each meeting; fulling its governance role to ensure that management are taking suitable steps to manage risks within appetite. Other inclusions
may be those beyond appetite (at any level) and risks where adverse movement places them on the boundary of what is normally reported.
Complemented by annual sight of the full Risk Register for information only.

The Authority should consider devolving risk management down within its operational structure; this can improve understanding of risk and
appreciation for controls and assisting to reduce reliance on the Business & Performance Manager.

Priority: Significant

2. Risk Register
We recommend that the Authority consider the following enhancements to its Risk Register format:

Directional indicator to show movement

Both Inherent (pre control) and Residual (post control) scoring

Clarifying mitigating controls

Target timeframes for further controls to bring Residual risk within appetite
Sources of assurance

Contingent controls should the risk materialise

Review risk descriptors

Priority: Significant

www.gatewayassure.com Page 50of 8
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CORPORATE GOVERNANCE

1. Member Skills

We recommend that the Authority undertake a member skills audit; identifying desirable skills and experience of members and assessing the actual
skills and experience of members to identify any ‘skill gaps’ which may be used to influence the future appointment of members.

The process should be regularly reviewed and particularly when there is significant change of Strategy / Business Plans, remit, regulation, risk and
membership.

Priority: Significant

INCOME GENERATION

1. Web Presence & Social Media
We recommend that the Authority:

o Review its web presence with a view to streamlining and greater promotion of the Authority’s own income generating resources such as visitor
centres and other facilities/services; using a core site which is appealing and complete.

¢ Explore whether an online shop would be viable to sell corporate goods and local crafts.
e Capture email addresses from visitors to facilities to ‘push’ future messages and promotions.

Priority: Significant

2, Income Generation - Strategy

We recommend that the Authority review potential income generation activities with a view to developing a strategy going forward; ideas identified from
the review which may benefit from further exploration include:

e Extending goods for sale on a commission basis.

¢ Review franchised food operations.

¢ Hire activities such as Mountain Biking and Water Sports.

e Use of estate; for example conferencing facilities.

o Extended use of brand — development of a ‘destination’ website may allow the Authority to market local businesses; developing on Coast to
Coast advertising offer.

Priority: Significant

www.gatewayassure.com Page 6 of 8
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APPENDIX B - PERFORMANCE INDICATORS YTD

Performance Indicator  Target | Actual [ Comments |
Draft report turnaround (average working days) 10 days 9.5 days
Final report turnaround (average working days) 5 days 5 days

Resources
Performance Indicator m—

Number of Audit Days

Audit Fee W|th|n Budget W|th|n Budget
Head of Internal Audit 14% 18%
Specialist / IT Auditor Input 12% 0%

Audit Supervisor 44% 45%

Auditor 30% 37%

Made, Accepted & Implemented Analysis of Priority

6 -
5
4
OMade
3 J
BAccepted
2 Olmplemented
1 J
0 -
Fundamental Significant Merits Attention
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