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Section 1 Executive Summary

Background and Overall Opinion Statement

Introduction

Underthe Accounts and Audit Regulations2015, the Council is required to “undertake an effective internal audit to
evaluate the effectiveness of its risk management, control and governance processes, taking into account public
sector internal auditing standards or guidance”. Forthe purposes of the 2024/25 opinion the standards for proper
practicesfor internal auditare laid downin the CIPFA Local Government Application Note forthe United Kingdom
PublicSectorInternal Audit Standards (PSIAS).

The relevantbody must conduct a review, atleast once ayear, of the effectiveness of its system of internal control
and this isreported in the Annual Governance Statement. The opinions givenin this report providesindependent
and objective assurance on the overall adequacy and effectiveness of the Council’s system of internal control and
should be used toinform the preparation of the Annual Governance Statement.

It is management’s responsibility to establish and maintain appropriate risk management processes, internal
control systems, accounting records and governance arrangements. Internal Audit plays a vital role in advising
managementthatthese arrangementsare in place and operating properly.

Overall Opinion Statement

As the Head of Internal Audit, | am required to provide the Council with an opinion on the adequacy and
effectivenessof the internal controlenvironment. In giving this opinion, itshould be noted that assurance can never
be absolute and, therefore, onlyreasonableassurance can be providedthat there are no major weaknesses in these
processes. Inassessing the level of assurance to be given, | based my opinion on:

e The findings from all internal audit work and the subsequent ratings;
e Any follow up exercises undertaken;
e The proportion of Darlington Borough Council’s audit need that has been covered within this period;

e Where weaknesses have been identified through internal audit work, we have worked with management to
agree appropriate corrective actions and a timescale for introduction;

e Any limitations which may have been placed on the scope of Internal Audit. (There have been no operational
constraints placed upon Internal Audit, apart from agreed budgetary control provisions).

From the testing undertaken by the Internal Audit Section over the course of the year | am
satisfied that sufficient assurance work has been undertaken to allow me to form a
reasonable conclusion on the adequacy and effectiveness of the Council’s control
environment to support the preparation of the Annual Governance Statement.

It is my opinion that the Council continues to have an appropriate, and overall, an effective
system of internal control, upon which it can place reasonable reliance to deliver the
Council’s objectives, and detect fraud and other malpractice within a reasonable period of
time.

| can confirmthere have been no impairments to independence or objectivity of the service.
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Conformance with the Public Sector Internal Audit Standards (PSIAS)

Conformance with the Public Sector Internal Audit Standards provides assurance on the adequacy of
arrangements for management of the internal audit function and the level of reliance that can be placed on the
opinions given in this report.

A review of conformance has been conducted internally, this has confirmed that the service remains compliant with
the PSIAs. This view is supported by an external review conducted by the Chartered Institute of Public Finance and
Accountancy (CIPFA) in December 2022 which concluded that the senice conforms with the PSIAs. Such an
external review is required to be completed at least once every 5 years.
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Section 2 Results
Detailed Results to Support the Opinion Given

Adequate Coverage

In order to be able to provide an opinion sufficient work must have been completed. Frequency of testing is
determined by an audit risk assessment, which establishes a minimum frequency of testing. The risk assessment
determines that for the period 1 April 2024 to 31 March 2025, a minimum of 292 controls needed to be tested, for
the same period 309 controls were tested. Therefore, sufficient work was completed to be able to provide an
opinion. The controls specified in the program are regularly reviewed throughout the year to ensure they remain up
to date.

Assurance Levels by Theme

Each control is assigned to a governance theme. The level of assurance against each theme is shown below. In
general, we have a good level of assurance against each of the themes, for information we set a benchmark of 80
to determine the adequacy of controls. We have 1 category below this value, as reported a number of times during
the year, the assurance level in the people category is redued due to the achievement of targets for mandatory
information governance training. Whilst this remains a concern it is somewhat offset by the high levels of assurance
in regard to information governance and therefore does not impact on the overall opinion. The other area that is
showing a lower level of assurance is regulatory senices, this is in large part due to some recruitment difficulties
and the requirement for senices to prioritise casework over routine checks.
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Assurance by Strategic Risk
To support the risk management process controls are assigned to strategic risks in the risk register. The lewels of
assurance against each risk can be seen below, the results show a good lewvel of assurance.
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Recommendations

The internal audit senice supports continuous improvement by making recommendations to improve the controls in
place. The majority of recommendations made have either been implemented or are in the process of being
implemented which demonstrates a positive contribution to the improvement of controls within the Authority.

Priority  Agreed Implemented Mot Implemented Risk Tolerated Total

High 14 15 29
Low 3 8 1 13
Medium B 30 3 1 40
Total 23 53 4 2 82
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Counter Fraud

We consider fraud risk as part of all of our testing, for example when assessing an application that checks that
have been made to validate information, which would be included across a number of themes. The results of the
NFI exercise completed early 2025 can be summarized as follows:

e 2994 matches returned;
e 802 matches processed;

e O frauds or errors identified to date.

Added Value Work

The internal audit senice have supported the Council outside of the normal audit process in the following ways:

e Daily checks to support Xentrall toidentify any potential duplicate payments, before the payment is made.
Feedback from Xentrall is that there are a number of duplicate payments prevented reducing potential losses
to the council.

e Completed a full review of petty cash processes providing advice on improvements.
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Section 3 Quality, Assurance & Improvement
Process (QAIP)

Results of Measures in Place to Continuously Improve the Service

Balanced Scorecard

The senice monitors a number of measures designed to demonstrate compliance with the standards and the
effectiveness of the senice owverall. There are no issues to note in any of these measures.

Process

Measure Target Performance
Self assessmentagainst
standards (Annual) March March 2025
External Assessment March
(Every 5 Years) 2023 January 2023
Staff Meetings Held
(Period) 26 38

March

Up to Date Audit Manual 2025 March 2025




