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Agenda Item  

REPORT OF DAP Partnership Manager 

To: Audit & Governance Committee 

Subject: Audit Reports Issued to Date 

Date: 24 March 2020 Reference:  

 

 
PURPOSE OF REPORT:  To provide a summary of the audit reports issued to date to 
enable members to discuss any matters they wish to raise. 
  

 
 
1. INTRODUCTION 

The Audit & Governance Committee requested a regular summary of the audit reports issued to 
ensure there is opportunity to raise any queries on those reports.  

 
Where possible Members are encouraged to raise any significant concerns with the Service 
Improvement Officer at the time of issue of the report, however this report gives the opportunity 
for Members as a group to discuss any related matters. 

 
This committee report covers the audit reports issued to date and not previously reported.  

 
2. REPORT 

A summary of those reports issued to date and not included in previous committee reports is 
included at Appendix A.  

 
There are 5 audits to be reported upon: 
 

 NNDR  

 Main Accounts 

 Harbour & Pilotage  

 Treasury Management 

 Estate Management 

 

 
3. IMPLICATIONS 

Legal Implications 
None. 
 

Financial Implications 
None. 
 

Human Resources Implications 
None. 
 
Sustainability Implications 
None. 
 

Equality/Diversity 
None. 

 
Risk Management 
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The two key outcomes from an audit are the opinion on the audit subject, which indicates the level 
of assurance that members can take, and the agreed actions to strengthen the control framework. 
Any agreed actions are evaluated against the corporate risk matrix and the audit reports include 
those risks that are medium or high. Low risk or housekeeping matters are reported separately and 
directly to management for them to manage. Progress with implementing actions is reported to the 
Head of Paid Service (or Senior Management Team) and to the Audit & Governance committee on 
a quarterly basis. 
  
Compliance with Policies and Strategies 
This report complies with the Audit & Governance Committee terms of reference and the Audit 
Procedures Manual.  
 
Ward Member and Leader Member Views 
Councillor Philip Hackett, Chair of Audit & Governance, commented “The Internal Audits Reports 
contribute to the Council’s robust governance arrangements.”    

 
 

4. CONCLUSIONS 
Five reports have been issued since the meeting in July. The opinion for the audits at the time of 
publication was: 

 

Opinion Audit 

High Standard 
‘Substantial Reliance’ 

NNDR 
Main Accounting  

Good Standard 
‘No Significant Matters Arising’ 

Treasury Management 

Improvement Required 
‘Existing Procedures Need to be Improved’ 

Harbours & Pilotage 
Estates Management 
 

Opinions range from: High Standard; Good Standard; Improvements Required; Fundamental 
Weaknesses.  

 
 

5. RECOMMENDATIONS 
Committee are asked to: 

 
Note the report issued in this reporting period and raise any queries, suggestions or proposals 
relating to the seven internal audits in this report. 

 
 

SUPPORTING INFORMATION 
 

 Consultations:  
 

Officer - Steve Hearse; Staci Dorey 
Councillors - Philip Hackett 

 Contact Officer:  
 

Chris Dobbs 

 Background Papers: Audit files 
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Appendix A 
 
NNDR – High Standard (high standard rating on 4/5 risk areas; good standard rating on 1/5 risk 
areas). 

 
Introduction  
National non-domestic rates (NNDR), also known as business rates, cover all property consisting of 
land or buildings not classed as domestic property or exempt from rating. 
 
Business rates apply to a wide range of property regardless of whether they are used for actual 
business purposes. They apply to, for example, beach huts and village halls as well as the shops, 
offices, and factories more commonly associated with business use. If a property has a mix of 
domestic and non-domestic uses, it will have both a non-domestic assessment (meaning it could be 
liable to business rates) and a Council Tax band. New rating lists (which contain the rateable values 
for non-domestic properties) are usually prepared every five years. The current list was published on 1 
April 2017. 
 
The business rates retention scheme introduced from 1 April 2013, allows Councils to retain a 
proportion of the business rates paid locally so that it may be used to fund local services. This 
provides a direct financial incentive for Councils to work with local businesses to foster a local 
environment that encourages and supports the growth of local businesses. 
 
Amounts due are calculated as rateable value x national multiplier - reliefs. The rateable value (RV) for 
each property is based on the rental value that the property could reasonably be expected to generate 
on the open market as at the 'valuation date'. The RV is set by the Valuation Office Agency (VOA) and 
is updated for all businesses every five years.  
 
The most recent valuation year was 2017 and the current valuation date is 1 April 2015. National 
multipliers are set by central government each year and are adjusted for inflation. 
 
A range of mandatory and discretionary relief schemes are available to qualifying businesses, some of 
which are longer term whilst others are of a temporary nature and intended to lessen the impact of 
significant changes in RV that occur during valuation years. 
 
The Authority is responsible for the billing and collection of NNDR from business premises across the 

district. The Council’s Business Rates team are based at Riverbank House and are responsible for 

maintaining an accurate and reliable database of non-domestic properties and for the timely and 
accurate billing and recovery of business rates. 
 

The software application used by revenues teams, including NNDR, is Capita’s Advantage (formerly 

Academy). Advantage is a recognized and established solution that is widely used by local authorities. 
A team of System Administrators provide day to day system support for the revenues service. 
 
The previous audit of business rates was concluded in January 2019, at which time an assurance 
opinion of 'Good' was reported. 
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Assurance Opinion on Risks or Areas Covered 
   -   key concerns or unmitigated risks 

Level of 
Assurance 

1. Failure to identify all business properties resulting in financial loss. High Standard 

 

2. Standing data is not accurately updated, leading to incorrect billing. High Standard 

 

3. Loss of income arising from late or inaccurate billing or poor debtor 
management. 

High Standard 

 

4. Loss of revenue due to fraud. Good Standard 

 

5. Accounting errors leading to a material misstatement in the published 
accounts. 

High Standard 

 

These areas / risks combine to provide the overall audit assurance opinion. Definitions of the assurance opinion ratings can 
be found in the Appendices. The observations and findings in relation to each of these areas has been discussed with 
management, see the "Detailed Audit Observations And Action Plan" appendix A. This appendix records the action plan 
agreed by management to enhance the internal control framework and mitigate identified risks where agreed  

 
 
Executive Summary  
Our review of the NNDR processes and procedures concluded that they operate effectively and we 
are able to give a high level of assurance that the risks identified are sufficiently mitigated. 
 
The introduction of the Analyse Local software has enhanced the Council's ability to identify new 
properties and changes to existing properties, and has led to an increase in revenue generated from 
business rates.  
 
Standing data is updated accurately, with the annual uprating being carried out in a timely manner and 
independently checked to ensure accuracy of billing; we also found that reliefs and exemptions had 
been applied accurately by the NNDR Officer who has a significant amount of experience of this area.  
The debt recovery process also operates well, with reminders being issued and debt recovery action 
being taken in line with expected procedures.  These well controlled procedures, help to mitigate the 
risk of the Council losing income as a result of late or inaccurate billing or poor debt management.  
The only small issue identified was the lack of documentation relating to one write off, which is 
detailed in the opinion statement. 
 
Our review also followed up on recommendations made in the previous year's audit, and it was noted 
that the recommendations relating to the delegated limits for write off had been amended within the 
write-off procedures, and that the Accountancy team now records evidence of independent review of 
the reconciliation between the NNDR, Cash Receipting and General Ledger systems. 

The detailed findings and recommendations regarding these issues and less important matters are 
described in Appendix A. Recommendations have been categorised to aid prioritisation. Definitions of 
the priority categories and the assurance opinion ratings are also given in the Appendices to this 
report.  

Management are required to agree an action plan, ideally within three weeks of receiving the draft 
internal audit report.  
 

There are no issues arising from the current audit that require disclosure within the Annual 
Governance Statement. 
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Main Accounting – High Standard (good standard rating on 8/8 risk areas). 
 

Introduction  
The Main Accounting System provides the backbone of the Council’s accounting processes. It 
comprises a series of accounting codes organised into a structure that enables the Authorities budget, 
and relevant transactional information, from the feeder systems to be recorded. The feeder systems 
include Accounts Payable (creditors), Accounts Receivable (debtors), Payroll and Cash Receipting.   
 
The main aims and objectives of the Accountancy Team are to manage the Authority’s central 
accounting records; ensure sound budget setting; monitor income and expenditure, and produce the 
year end accounts, ensuring the accuracy and completeness of records that reflect the true and fair 
representation of the Authority’s transactions. 
 
The previous audit of the Main Accounting system was concluded in December 2018 and covered the 

2018/2019 financial year. The audit opinion from this audit was ‘High’.  

 
This audit derives from the annual internal audit plan and a requirement to audit essential systems on 
an annual basis. 
 

Assurance Opinion on Areas Covered 
   -   key concerns or unmitigated risks 

Level of 
Assurance 

1. Financial Information Systems 
 

High Standard 

2. Budgetary Control 
 

High Standard 

3. Feeder Systems 
 

High Standard 

4. Journals Transfers and Internal Transactions 
 

High Standard 

5. Suspense Accounts 
 

High Standard 

6. Bank Reconciliation 
 

High Standard 

7. IT Systems 
 

High Standard 

8. Policies 
 

High Standard 

These areas / risks combine to provide the overall audit assurance opinion. Definitions of the assurance opinion ratings can 
be found in the Appendices. The observations and findings in relation to each of these areas has been discussed with 
management, see the "Detailed Audit Observations and Action Plan" appendix A. This appendix records the action plan 
agreed by management to enhance the internal control framework and mitigate identified risks where agreed  

 
Executive Summary  
 
Invoicing 
Our review of the main accounting system was completed in December 2018.  The work has included; 
reconciliation of the interfaces with the feeder systems, review of opening and closing balances, trial 
balance reconciliations, budget setting, approval, monitoring and changes, review and reconciliation of 
control accounts, authorisation of journal transfers, bank reconciliation, review and clearing of 
suspense accounts, policy, and access rights, and ensuring that access to CedAr is appropriate.  As 
with the previous review, closedown, final accounts and the fixed asset register have not been 
reviewed, and have since been removed from the audit programme, due to these areas being covered 
extensively by External Audit.   
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There had been no major changes to the main accounting systems and processes and, at the time of 
writing, we found all risks were well managed with effective controls in place and were being operated 
effectively to mitigate the following risks: 

 

R1 Transaction or event has not occurred or does not relate to audited body 

R2 Amounts relating to the transactions have not been recorded 

R3 Amounts relating to the transactions have not been recorded accurately 

R4 Transactions have not been recorded in the correct accounting period 

R5 Transactions have not been recorded in the correct codes / headings 

 
The assurances provided in this review have been reported based on areas covered, and not on the 
risks themselves.  However, with the high level of assurance provided overall, high level of assurance 
can also be applied to each of the risks identified. 
 
We undertook a follow up of the two previously agreed recommendations and have verified that both 
recommendations had either been implemented or are in progress. 
 
The detailed findings and recommendations regarding these issues and less important matters are 
described in Appendix A. Recommendations have been categorised to aid prioritisation. Definitions of 
the priority categories and the assurance opinion ratings are also given in the Appendices to this 
report.  
 
Management are required to agree an action plan, ideally within three weeks of receiving the draft 
internal audit report.  
 
No issues were identified that require disclosure within the Annual Governance Statement. 
 
 

  



 

Summary of Internal Audit Reports Issued to Date 

 

7 
 

 
Treasury Management – Good Standard (high standard rating on 5/7 risk areas; good standard 
rating on 2/7 risk areas). 

 
Introduction  
Treasury Management (TM), is, according to The Chartered Institute for Public Finance and 
Accountancy (CIPFA): 
 
"The management of the organisation's investments and cash flows, its banking, money market and 
capital market transactions; the effective control of the risks associated with those activities and the 
pursuit of optimum performance consistent with those risks".  
 
TM activities are undertaken by the Accountancy team within a financial climate that continues to be 
challenging. 
 
This internal audit review is undertaken as part of the approved internal audit plan for 2019-20. 

 

Assurance Opinion on Risks or Areas Covered 
   -   key concerns or unmitigated risks 

Level of 
Assurance 

1. Non-compliance with legislation and regulation leading to financial loss 
or misstatements within the end of year accounts. 

Good 
Standard 

2. If investments are not optimised this may lead to a reduction in the 
returns generated. 

High 
Standard 

 

3. If investments are made in higher risk instruments/institutions, financial 
loss may occur. 

High 
Standard 

 

4. Insufficient capital funds may prevent the delivery of the Capital 
Programme. 

High 
Standard 

 

5. Excessive levels of external debt leading to increased pressures on 
revenue budgets and reserves. 

High 
Standard 

 

6. Lack of liquidity leading to inability to pay business expenses by due 
dates. 

High 
Standard 

 

7. Fraud may occur, leading to financial loss and reputational damage. Good 
Standard 

These areas / risks combine to provide the overall audit assurance opinion. Definitions of the assurance opinion ratings 
can be found in the Appendices. The observations and findings in relation to each of these areas has been discussed with 
management, see the "Detailed Audit Observations And Action Plan" appendix A. This appendix records the action plan 
agreed by management to enhance the internal control framework and mitigate identified risks where agreed 

 
 

Executive Summary  
 

Treasury Management Framework 
The Authority has prepared an Annual Investment Strategy which has been approved by Full Council. 
The Strategy sets out the criteria to be applied when making investments as well as maximum values 
for both individual transactions and overall investments in a single counterparty. Prudential indicators, 
including the operational boundary and authorised limit for external borrowing, are also set within the 
Strategy. 
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The Authority do not currently have access to the CIPFA Code of Practice for Treasury Management, 
which sets out a range of 'Treasury Management Practices' (TMP's), which Local Authorities are 
advised to adopt within their TM functions. Whilst not all of these TMP's may be applicable or 
practicable, given the small size of the team and scope of investment activities, they do nonetheless 
include sound guidance on internal control measures. We discussed this with the Finance Manager 
who indicated that access to the Code was not essential due to the limited scope of TM activities 
within the Authority and the prohibitive cost of purchasing the Code, which is just under £500. 
 
Use of Third-Party Consultants 
The Authority do not use external fund managers but instead manage their modest investment 
portfolio in house. An external firm of advisors, Link Asset Services, are however used to provide 
support and advice where necessary. 
 
Accounting Controls 
Our testing confirmed that TM transactions are recorded in a systematic way within the accounting 
system and that independent reconciliations of the accounting system to other supporting TM records 
is undertaken routinely. These reconciliations were found to be up to date and had no unexplained 
variances. 
 
Investment Records 
The Authority had, at the time of testing, an investment portfolio of £11m, made up of eight separate 
deposits in four institutions. Supporting records for three of these deposits was reviewed and found to 
be of a good standard overall. Although investment decisions are delegated predominantly to the 
Senior Capital Accountant (guided by the Annual Strategy), separation of duties was built into the 
system insofar as payments must be cleared by two senior officers other than the officer setting up the 
deal. A further separation of duties exists whereby a Finance Assistant reviews and signs off 
supporting deal paperwork after the event, however this is an area where further improvements should 
be made. 
 
Capital Financing 
The principal TM Officer (Senior Capital Accountant) is also responsible for documenting and 
monitoring the capital programme. This ensures that he maintains a good awareness of Capital 
Financing Requirements that may require external borrowing to be undertaken. 
 
The Authority has a relatively small amount of long-term external debt with the Public Works Loans 
Board, currently standing at £814k. Interest rates on this debt are high, however it is anticipated that 
the debt will be cleared by 2027. 
 
No additional long-term debt has been entered into during the current year however the capital 
programme includes provisions to take on additional debt in order to fund the acquisition of a new, 
central, waste depot and properties pertaining to Homelessness provision, should suitable land and 
properties be found.  
 
Team Resourcing 
Through discussion we confirmed that the TM function is suitably resourced. In practice most TM 
activities are undertaken by a single officer, which could potentially cause disruption in the event of 
sustained absence. Other experienced officers are, however, on hand who would be able to undertake 
TM activities, including setting up deposit transactions, in the absence of the principal officer. 
Furthermore, as a sizeable balance is maintained within the Lloyds current account there would be no 
immediate danger of the account going overdrawn. 
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Cash Flow 
A detailed cashflow forecasting spreadsheet is maintained by the TM Officer. We reviewed the 
document during discussions and found it to be accurate and reliable. The document is setup in 
advance of the financial year and is populated with known or estimated figures at that time. As actual 
figures become known these are added to a separate section of the document and closing balances 
calculated. A sample of figures were selected from the document and confirmed to source records 
such as BACS confirmation notices or bank statements. 
 
Monitoring and Performance 
Reports on TM activity are periodically made to Full Council. We confirmed that in the last year this 
has included the annual strategy, a mid-year review, and an outturn report. These reports include 
details of existing investments and debt, including interest rates. The most recent outturn report, 
covering 2018-19, shows that, for instance, external debt remained well below the authorised limit. 
 
Fidelity Guarantee Insurance 
We reviewed the current insurance policy and determined that it now includes Fidelity Guarantee 
Insurance for all officers up to a value of £2m. Whilst this is somewhat less than the individual 
transaction limit of £3m for TM activities, it does strike a balance between risk and premiums cost. 
 
The detailed findings and recommendations regarding these issues and less important matters are 
described in Appendix A. Recommendations have been categorised to aid prioritisation. Definitions of 
the priority categories and the assurance opinion ratings are also given in the Appendices to this 
report.  
 
Management are required to agree an action plan, ideally within three weeks of receiving the draft 
internal audit report.  
 

No issues have been identified that require inclusion within the Annual Governance Statement. 
 

  



 

Summary of Internal Audit Reports Issued to Date 

 

10 
 

Harbours & Pilotage – Improvement Required (high standard on 2/6 risk areas; good standard 
rating on 1/6 risk areas; improvement required rating on 3/6 risk areas). 

 
Introduction  
The Authority has a responsibility under section 7(5) of the Pilotage Act 1987 for ships navigating in 
the Taw and Torridge Estuary outside of the Bideford harbour. This came into force on 1 October 1998 
as the Bideford (Pilotage) Harbour Revision Order 1988. These responsibilities include the provision of 
pilotage within and beyond the estuary (for ships over 350 gross tonnes this is compulsory), pilotage 
and navigation aids within the harbour and the quay wharf, and generally to ensure safe navigation 
within the pilotage area.  
 
Other legislation relevant to the harbour includes the Bideford Harbour Act 1932. An independent 
review of the legislation affecting the Harbour was carried out by an external maritime legal firm in 
2017 and the Harbour Board advised of its findings.  
 
The Port Marine Safety Code was first published in 2012 and established a framework for the 
development and review of Safety Management Systems. 
 
Other duties undertaken by the service include the administration and billing of moorings along the 
riverbank, which provides a revenue stream to the Authority. 
 
The operation of the Harbour is overseen by the Harbour Board, whose remit is to receive reports on 
issues affecting the management of the Harbour and to make recommendations to the Community 
and Resources Committee. Other duties of the Board include maintaining strong links with 
stakeholders, upholding the principles of good governance and ensuring that Harbour operations 
comply with relevant legislation. 
 
The previous audit of this area was concluded in January 2016, at which time the assurance level was 
deemed to be 'Satisfactory'.  
 

Assurance Opinion on Risks or Areas Covered 
   -   key concerns or unmitigated risks 

Level of 
Assurance 

1. Non-compliance with safety regulations leading to a major incident in 
the estuary. 

Improvements 
Required 

 

2. Failure to maximise income resulting in higher operating costs. Improvements 
Required 

 

3. Failure to maintain operational equipment leading to downtime, loss of 
income or injury. 

Improvements 
Required 

 

4. Financial and accounting procedures may not be followed, increasing 
the opportunity for fraud. 

High Standard 

 

5. Port Security may not be maintained, leading to loss, damage or injury. High Standard 

 

6. Non-compliance with the Data Protection Act 2018, leading to distress 
to service users, reputational damage and financial penalties. 

Good Standard 

These areas / risks combine to provide the overall audit assurance opinion. Definitions of the assurance opinion ratings 
can be found in the Appendices. The observations and findings in relation to each of these areas has been discussed 

with management, see the "Detailed Audit Observations and Action Plan" appendix A. This appendix records the action 
plan agreed by management to enhance the internal control framework and mitigate identified risks where agreed 
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Executive Summary  
 

Staffing 
There have been a number of significant changes to staffing since the previous audit in 2015-16, 
primarily due to the retirement of the previous Harbour Master/Pilot who had been in post for many 
years. Although there had been no formal succession planning leading up to the departure, the 
Authority have nonetheless managed to recruit an experienced Harbour Master and a new Pilot, both 
of whom have now been in post for over a year on a part time basis. 
 
With the recent focus on 'off payroll' working and the tightening of regulations in this area, we 
discussed the employment status of service staff, including those working on a casual basis. We were 
informed that all staff used by the service are employed under either a fixed or casual contract basis, 
with all relevant claims for payment being processed through the Authority's payroll system and being 
subject to PAYE and NI deductions at source. This was confirmed by a review of available evidence 
such as starter forms from the Human Resources team and claim forms that had been submitted to 
the payroll team for processing. 
 
Awareness of Legislation and Regulations 
We discussed the legislative and regulatory requirements placed on the service with the Harbour 
Master, who was able to demonstrate awareness of them and has access to reference copies via the 
internet and intranet, as well as on a printed file held in the Harbour Office. Relevant legislation in 
some cases dates back many years, such as the Harbour, Docks and Piers Clauses 1847, but also 
includes more recent entries such as the Bideford (Pilotage) Harbour Revision Order 1988. 
 
From further discussion with the Service Manager, it was determined that there are also old and 
potentially unenforceable bylaws relating to the Harbour, which are in need of review.  
 
Internally, the Authority has approved Financial Procedure Rules and Contract Procedure Rules which 
also apply to Harbour Service administration and the Harbour Master was aware of these and had 
access to them for reference purposes. 
 
Local Knowledge of the Estuary 
In order to safely pilot commercial shipping through the Estuary, beneath the new bridge and dock 
alongside the quay, pilots must maintain a good degree of local knowledge regarding the estuary 
topography and channels. We confirmed that this is achieved in a number of ways. Firstly, formal 
surveys of the estuary are undertaken every few years and the data passed to the Hydrographic 
Agency, who then produce and publish official charts. The latest of these charts relating to Torridge 
was published in March 2018 and a copy was held in the Harbour office where it can be studied and 
reviewed by officers including the Harbour Master and Pilot. Secondly, prior to a commercial ship 
being brought to the quayside, the Harbour Master and Pilot walk along the estuary bank and even the 
estuary bed at low tide in order to visually inspect and check the topography. Thirdly, the pilotage 
team as well as studying the topography of the river bed, will on most occasions run sounding lines 
using the pilot boat before pilotage of vessels within the Bideford Harbour area. In this way the risk of 
groundings or collisions are reduced. From discussion with the Harbour Master we understand there 
have been no such incidents since the new Pilot took up his post. 
 
Port Marine Safety Code 
The Code, the latest version of which was published by the Department of Transport in 2016, 
establishes requirements for a Safety Management System (SMS) and for independent review and 
assurance of the SMS and compliance with the Code, which must be undertaken by a 'Designated 
Person' (DP). The Authority have not until recently appointed a suitable DP to conduct these 
independent reviews, meaning that there has been non-compliance with the Code. We spoke with the 
recently designated DP who informed us that the first audit had recently taken place, with a full report 
due in the coming weeks. It is understood from our discussions that the audit had revealed a number 
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of potentially significant non compliances that, until addressed, mean that exposure to risk is 
increased. 
 
Fees and Charges 
Miscellaneous fees and charges, including those relating to the harbour, are reviewed and approved 
by Members each year. We confirmed by reference to published minutes that this last took place on 
14/01/2019.  
 

We cross checked the approved fees and charges to those published on the Authority’s Harbour 

service webpage and found that they did not match, the website not having been updated to reflect the 
new charges. 
 
From discussion with the Harbour Master, it was also determined that the existing fees and charges 
may not be fully comprehensive, or the levels of fees optimised, something which was also raised 
during our previous audit. Gaps, for instance, included a fee for short term moorings. It was indicated 
that the best way to proceed will be for the Harbour Master to review the existing charges and conduct 
comparisons with other similar Harbours to identify gaps in the charging structure and submit 
recommendations to the Service Manager to include in the next fees and charges schedule. 
 
Invoicing for Harbour Services 
We reviewed a sample of invoices that had been raised during the year in respect of Harbour services, 
including mooring fees, pilotage, wharfage, cranage and conservancy. The narrative detail shown on 
the invoices was of a good standard, clearly showing the relevant amounts, ship tonnage (where 
applicable) and the period covered by the charge. We did note, however, one instance where the 
incorrect amount had been charged, due to the previous year's rate being applied. 
 
Invoices are raised on the corporate debtor system by the Admin Assistant, with recovery actions 
undertaken where necessary by the NNDR & Income Team.  
 
Since the previous audit, we note that our recommendation to move away from invoicing annually in 
arrears has been implemented, with invoices for ongoing services such as moorings now occurring on 
a six-monthly basis. These still tend to be on an arrears basis in some cases, with the invoice being 
raised half way through the service period. Going forward, we would recommend further changes to 
the billing process, with annual fees being billed in full at the start of the service period, with the option 
for the customer to pay by monthly direct debit. This will ensure the impact on the customer is 
minimised, whilst at the same time ensuring the efficiency of admin processes is optimised. Prompt 
billing may also reduce the risk of non-payment as it allows for more timely recovery actions to be 
initiated where necessary. 
 
Promoting the Service 
As a commercial undertaking, it is in the interests of the Authority to take reasonable steps to promote 
the service through as many channels as possible to maximise income. There is currently little or no 
promotion of the service other than the information published through the website, which is largely out 
of date. 
 
Equipment Servicing and Maintenance 

The service offered by the Harbour to commercial shipping relies heavily on the operation of the ‘Two 

Rivers’ pilot boat and the crane. In both instances we determined that the servicing and maintenance 

arrangements for these assets could be improved. The Two Rivers is required to have an annual 
inspection resulting in a formal report; however as at the time of the audit this was now overdue. 
Issues are understood to have been encountered with the previous company providing this service, 
leading to a change in provider for the current year. The inspection by the new provider is due to be 
carried out during October and a formal report produced. 

 



 

Summary of Internal Audit Reports Issued to Date 

 

13 
 

The Crane has historically been maintained and serviced by a company called Blue Machinery 
(Fuchs) Ltd T/A Blue Group. This work tends to be reactive, such as during 2015-16 when an engine 
replacement was necessary at a cost of around £20k. An annual inspection of the hydraulic system is 
also required under the Lifting Operations and Lifting Equipment Regulations. The current certificate 
for this inspection, which is normally carried out by the Authorities insurers Zurich, could not be found. 
 
In the case of both the pilot boat and crane, there is no formalised, proactive maintenance schedule in 
place, a fact noted by the new Harbour Master who is now planning to document and implement such 
a schedule. Day to day operating procedures could also be developed further, for instance a start-up 
process to be used when operating the crane. 
 
We also note there are currently no contingency arrangements in place in the event of either the pilot 
boat or crane suffering a serious mechanical failure. In the event of this happening, this would create 
problems not only for the Authority, but also any commercial ships who are using the harbour service 
at that time. 
 
Accounting Controls 
We identified three cost centres directly associated with the Harbour and Pilotage service and a fourth 
cost centre used for general costs associated with the quay building. The accounting entries for these 
cost centres appeared logical, with relevant income and expenditure codes being utilised. 
 
Support with budget monitoring and analysis is provided periodically by the Authorities Accountancy 
team. A monthly, light touch, review of service costs is undertaken by the team, with formal meetings 
held with budget holders or key staff such as the Harbour Master on a quarterly basis. The 
Accountancy team also provide day to day support as necessary. 
 
Using data taken directly from the general ledger, we undertook an analytical review of income and 
expenditure over the last four years, to determine whether a surplus was achieved. As we can see, the 
service is consistently failing to achieve a surplus and has experienced losses every year, with the 
largest losses occurring in 2016-17 and 2018-19. A sharp decline in income during 2018-19 has 
contributed to the high losses for that year. 
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Performance Indicators 
There are no performance indicators currently used by this service. Previously, an indicator related to 
tonnage moved through the harbour was used. Between 2006 and 2015 however, the annual tonnage 
dropped from 57,000 to just 15,300. These figures were considered to reflect the wider economic 
issues facing not just the Bideford harbour, but other harbours as well, and so were to some extent 
outside of the control of the Authority. As a result, this indicator has now been dropped and is no 
longer reported. 
 
Expenditure Controls 
Purchases are made from the delegated budget using the corporate e-procurement system. We 
looked at a number of purchases and confirmed that timely orders had been raised in each case, 
following authorisation by the budget holder.  
 
We also reviewed a small number of purchasing card transactions and confirmed that these had also 
been authorised by the budget holder prior to the expenditure being incurred. Purchasing, whether by 
the eProcurement system or purchasing card, is subject to separation of duties, helping reduce the 
risk of fraud and ensuring budget holders are aware of all expenditure. All purchases reviewed were 
for supplies and services relevant to the service. 
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Port Security 
The Department of Transport (DoT) requires Harbour Authority’s to draw up and maintain a Port 
Security Plan. We confirmed that a current plan was held at the Harbour office and had been 
periodically reviewed and updated, the last review date being June 2018. The Plan is formally 
inspected by the DoT, who then issue a certificate. The current certificate, which lasts for a period of 
five years, was dated 5 November, 2015. 
 
Data Protection 
Operation of the Harbour service requires the collection and processing of a limited amount of 
personal data. This does not include 'special category' data and so is considered lower risk, however it 
is still necessary under current legislation to ensure this data is handled correctly and within the 
requirements of the Data Protection Act 2018. To this end we would recommend implementing a 
suitable retention policy to ensure that personal data is only kept for as long as required to provide the 
service. 
 

The detailed findings and recommendations regarding these issues and less important matters are 
described in Appendix A. Recommendations have been categorised to aid prioritisation. Definitions of 
the priority categories and the assurance opinion ratings are also given in the Appendices to this 
report.  

Management are required to agree an action plan, ideally within three weeks of receiving the draft 
internal audit report.  
 

There are no issues from this audit that require disclosure within the Annual Governance Statement. 
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Estate management – Improvement Required (good standard on 2/5 risk areas; improvement 
required rating on 3/5 risk areas). 

 
Introduction  

 
Local Authorities manage a portfolio of land and buildings which are integral to their strategic planning 
and their ability to deliver services. In recent years, financial pressures and the real term cuts that 
have impacted Local Authorities have placed ever greater importance on the effective management of 
these assets and the streamlining of the portfolio itself. Many authorities have sold off surplus land, 
buildings and public spaces in order to reduce costs whilst generating capital receipts that can be held 
in reserve or used to offset budget deficiencies. The introduction of the Localism Act 2011 makes 
provision for a different approach, namely the establishment of Local Authority Trading Companies 
(LATC) which can be used to generate surplus income. This approach, taken by some authorities, can 
carry greater risk and reward but has allowed them to increase their portfolio of properties. 
 
Within Torridge District Council, the Property and Procurement team are responsible for the 
management of the Authority's land and buildings and for ensuring that the property terrier (the 
Authority's principal database of land and buildings) is kept up to date. 
 
This audit is being conducted as part of the agreed Internal Audit Plan for 2018/19. 
 
This audit does not consider income from rental venues, which is audited separately. 
 
The previous audit of this area was concluded in September 2017, at which time an audit opinion of 
'Satisfactory' was reported. 
 
 

Assurance Opinion on Risks or Areas Covered 
   -   key concerns or unmitigated risks 

Level of 
Assurance 

1. Poor strategic planning may lead to an inability to deliver core services 
and an escalation in costs. 

Improvements 
Required. 

  

2. Unreliable Property Terrier information may hinder the effective 
management of the assets. 

Good Standard 

  

3. Inefficiency leading to higher service costs. Improvements 
Required 

  

4. Poor Estate Management may lead to fire, flood or health and safety 
incidents. 

Improvements 
Required 

  

5. Ineffective financial control may lead to higher costs or a misstatement 
within the Authority's accounts. 

Good Standard 

  

These areas / risks combine to provide the overall audit assurance opinion. Definitions of the assurance opinion ratings can 
be found in the Appendices. The observations and findings in relation to each of these areas has been discussed with 
management, see the "Detailed Audit Observations And Action Plan" appendix A. This appendix records the action plan 
agreed by management to enhance the internal control framework and mitigate identified risks where agreed  
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Executive Summary  
 
Strategic Planning 

The Authority has a Strategic Plan which covers the period 2016-20. It is published on the Authority’s 

website and so is available to the wider public and any interested third parties. It was found to focus 
on themes common to local authorities and included references to ensuring effective use and assets. 
The Strategy will soon need to be reviewed and updated to ensure it continues to reflect current 
medium to long term goals. 
 
A separate Asset Management Plan (AMP) which is intended to provide more detail on how the 
Authority's use of land and buildings will contribute to the achievement of corporate goals, expired in 
March 2017. Plans are underway to develop a new plan, and a broad outline of what the new AMP 
should include has been drawn up. It is likely to be several months before this work is completed and it 
will be necessary to ensure the new plan dovetails with the new Strategic Plan, as they will no doubt 
be developed over the same period. 
 
Monitoring and Decision Making 
A recently formed Property and Major Projects working group is responsible for receiving reports from 
the property team relating to its land and buildings. This includes proposed acquisitions and disposals 
and helps ensure that assets are utilised fully and that actions can be taken to expand or reduce the 
asset portfolio as necessary to provide key services. We reviewed minutes from two recent meetings 
and confirmed that a number of ongoing projects were discussed at some length. A Terms of 
Reference for the group is also in place, although this was approved by the group itself at its first 
meeting. Given the group does not have decision making powers this self-approval is not seen as an 
issue. 
 
Property Terrier 
Records relating to the Authorities land and buildings are maintained by the Property and Procurement 
Team within the property terrier, consisting of network folders arranged using location and asset 
reference number. For a sample of assets we confirmed that deeds were held within the Terrier 
system and using online resources carried out existence testing and confirmed that OS map reference 
data was correct. In some instances however we noted that postcode information associated with the 
assets was incorrect, indicating that there is room to improve data quality. 
 
Additionally, it was indicated that whilst many records are systematically filed under the asset 
reference number within the Terrier, work is ongoing as there are instances where relevant records 
relating to an asset may be filed separately and so not readily available by searching the Terrier. 
 

In addition to the Property Terrier, a software application ‘SAM’ is used for scheduling repairs and 

maintenance. 
 
Property Terrier Reconciliation 
To help ensure that the Property Terrier includes all relevant assets, a periodic reconciliation against 
an independent source of data is considered good practice. Current processes which most closely 
resemble such a reconciliation are undertaken by the Accountancy Team as part of the year end 
process. We confirmed that an annual report of assets recorded in the Fixed Asset Register, which is 
part of the eFinancials system, had been produced by the Accountancy team. The section of the 
report covering land and buildings was then sent to the Senior Estates Officer in March 2019 who was 
then responsible for checking these details against the Property Terrier and providing responses. 
Responses were received by the Accountancy team also in March. Whilst this is not a detailed line by 
line cross check, it is good evidence of a reasonableness check by an experienced property officer. 
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Benchmarking and Performance 
The Authority is a long standing member of the CIPFA/National Property Performance Management 
Initiative (NaPPMI) benchmarking club and pays an annual subscription to be able to participate. Data 
collected and submitted as part of this process can be used for comparison with other similar 
Authorities (where available) but also for internal year on year comparisons to identify trends over 
time. Due to ongoing resourcing issues however the data necessary to produce these indicators has 
not been compiled for several years. 
 
There is also a mandatory requirement for Local Authorities to publish an annual report on 
greenhouse gas (GHG) emissions. The most recent report located on the Authority's website was 
however from 2017, and we confirmed from discussion that this is also an area where the necessary 
data has not been compiled into the necessary report for the past two years. 
 
One performance figure that is periodically reported to members within the Quarterly Business Report 
relates to the average time taken for reactive maintenance. The current target for this is seven days 
and we include the chart below, which shows the average times for the past several years for 
informational purposes.  

 

 
 

Transparency and Freedom of Information 
The Governments Transparency Code 2015 sets out information which Local Authorities must publish 
and information which they are recommended to publish. For land and buildings, the requirements are 
set out in paragraph 37 of the Code, which falls within information that must be published. 
 
We confirmed by reference to the Authority's website that information required under the code has 
been published. Although the webpage itself indicates the data is from 2017, the provided link is to a 
spreadsheet with data from April 2019, indicating it is up to date. 
 
Acquisitions and Disposals 
The Authority have made a small number of property acquisitions and are actively investigating further 
acquisitions that can be used to better provide key services or for use as future employment 
development land. We confirmed that, for a sample of recent acquisitions, these had been authorised 
in accordance with the scheme of delegation and that formal reports outlining the proposed uses of 
the acquisitions had been provided to members, to enable an informed decision to be made. 
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We also identified three land disposals that had occurred over the preceding twelve months. In each 
case we were able to confirm that the disposals had been appropriately authorised in accordance with 
the scheme of delegation and the income had been received by the Authority. 
 
Building Inspections 
The Authority is required to undertake statutory inspections for their premises. These are primarily 
related to health and safety considerations and include fire, gas, electrical installations, legionella and 
air and ventilation. We met with the officer responsible for scheduling and monitoring these 
inspections and were provided with supporting evidence confirming that these were up to date, 
although one contract relating to inspections has now expired and requires retendering. 
 
Condition Survey inspections, which look at the general condition of a property and result in 
recommendations for repairs and maintenance, remain behind schedule.  
 
The chart below is included for informational purposes and shows how the total costs associated with 
building repairs and inspections has changed over the past several years. 
 

 
 

Financial Regulations 
We reviewed the Authority's Financial Procedure Rules (FPR) in relation to Estate Management. The 
FPR include general controls around income and expenditure that would apply equally to all service 
areas; however they also include sections which are more relevant to the Property and Procurement 
Team, such as acquisitions and disposals and requirements for maintaining adequate records of 
assets. We note that the FPR have not been updated since the previous audit and so the issues 
reported at that time about the need for greater clarity, are still present. Different sections of the FPR 
for instance give different delegated limits for the disposal of surplus land and buildings. The FPR are 
also now overdue for a general review. 
 
Revaluation of Assets 
The Authority has a rolling five year programme of revaluations, with around 20% of assets being 
subject to a formal valuation each year. Some classifications of asset, such as investment properties, 
are required to be revalued annually. 
 
The arrangements for conducting these revaluations have changed this year, with responsibility 
coming back in-house to the Property and Procurement Team. Prior to this, the work had been 
conducted by the District Valuer. Whilst this change will no doubt reduce payments to third parties, it 
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will increase the workload internally by a reasonable amount, which will need to be monitored to 
ensure it does not result in backlogs developing in other areas of work. 
 
We confirmed that a formal report dated 8 April 2019 had been received by the Authority from the 
District Valuer detailing the revaluations that had been completed during the 2018-19 financial year. 

The detailed findings and recommendations regarding these issues and less important matters are 
described in Appendix A. Recommendations have been categorised to aid prioritisation. Definitions of 
the priority categories and the assurance opinion ratings are also given in the Appendices to this 
report.  

Management are required to agree an action plan, ideally within three weeks of receiving the draft 
internal audit report.  
 

There are no issues from this audit that require disclosure within the Annual Governance Statement. 
 
. 

 


