EAST SUSSEX FIRE AUTHORITY
SCRUTINY & AUDIT PANEL
THURSDAY 11 JULY 2013 AT 10.00 hours

MEMBERS

East Sussex County Council

Councillors Buchanan, Galley, Lambert, Taylor and Wincott.

Brighton and Hove Council

Councillors Carden, Rufus and Theobald.

You are requested to attend this meeting to be held at East Sussex Fire & Rescue
Service Headquarters, 20 Upperton Road, Eastbourne, at 10:00 hours.

833.

834.
835.
836.

837.
838.

839.

AGENDA

In relation to matters on the agenda, seek declarations of any disclosable
pecuniary interests under Section 30 of the Localism Act 2011.

Election of Chairman.
Apologies for absence.

Notification of items which the Chairman considers urgent and proposes to take
at the end of the agenda/Chairman’s business items.

(Any Members wishing to raise urgent items are asked, wherever possible, to
notify the Chairman before the start of the meeting. In so doing they must state
the special circumstances which they consider justify the matter being
considered urgently).

To consider any public questions and petitions.

Non-confidential Minutes of the last Scrutiny & Audit Panel meeting held on 11
April 2013 (copy attached).

Callover.

The Chairman will call the item numbers of the remaining items on the open
agenda. Each item which is called by any Member shall be reserved for debate.
The Chairman will then ask the Panel to adopt without debate the
recommendations and resolutions contained in the relevant reports for those
items which have not been called.






844,

845.

847.

848.

849.

850.

Internal Audit Annual Report and Opinion for the period 1 April 2012 — 31 March
2013 — report of the Treasurer (copy attached).

Internal Audit Plan — report of the Treasurer (copy attached).

Granting dispensations to Members — report of the Monitoring Officer (copy
attached).

Member Lead arrangements for 2013/14 — joint report of the Chief Fire Officer &
Chief Executive and Monitoring Officer (copy attached).

Corporate Risk Register Review 15t Quarter (April to June 2013) — report of the
Chief Fire Officer & Chief Executive (copy attached).

Environmental Issues - progress update — year 2012/13 — report of Councillor
Sven Rufus, Member Lead for Environmental Issues (copy attached).

2012/13 4" Quarter Performance Results — report of the Chief Fire Officer &
Chief Executive (copy attached).

2012/13 Key Task Areas and Corporate Projects — 4" Quarter Outturn results —
report of the Chief Fire Officer & Chief Executive (copy attached).

Rural Review recommendation 8 (maintaining availability at Mayfield, Burwash
and Herstmonceux Fire Stations) — report of the Chief Fire Officer & Chief
Executive (copy attached).

Exclusion of the Press and Public

To consider whether, in view of the business to be transacted or the nature of
the proceedings, the press and public should be excluded from the remainder of
the meeting on the grounds that, if the public and press were present, there
would be disclosure to them of exempt information. NOTE: Any item appearing
in the confidential part of the Agenda states in its heading the category under
which the information disclosed in the report is confidential and therefore not
available to the public. A list and description of the exempt categories are
available for public inspection at East Sussex Fire & Rescue Service
Headquarters, 20 Upperton Road, Eastbourne, and at Brighton and Hove Town
Halls.

Confidential Minutes of the last Scrutiny & Audit Panel meeting held on 11 April
2013 (copy attached). (Exempt categories under paragraphs 1, 3 and 4 of the
Local Government Act 1972).

ABRAHAM GHEBRE-GHIORGHIS
Monitoring Officer

East Sussex Fire Authority

c/o Brighton & Hove City Council



Agenda Item No. 838
EAST SUSSEX FIRE AUTHORITY

Minutes of the meeting of the SCRUTINY & AUDIT PANEL held at East Sussex Fire &
Rescue Service Headquarters, 20 Upperton Road, Eastbourne, at 12:05 hours on
Thursday 11 April 2013.

Members Present: Councillors Carden, Livings, Ost, Rufus, Sparks (Chairman), Tidy and
Thomas.

N.B. Councillor Ost attended the meeting in place of Councillor Healy, Councillor Rufus in place
of Councillor Duncan, and Councillor Tidy in place of Councillor Theobald, having been
nominated by the Deputy Monitoring Officer in consultation with the relevant Group
spokespersons.

Also present:

Mr. D. Prichard (Chief Fire Officer and Chief Executive), Mr. G. Ferrand (Assistant Chief Fire
Officer), Mrs. C. Rolph (Assistant Chief Officer), Ms. L. Woodley (Deputy Monitoring Officer),
Mr. D. Savage (Treasurer), Mr. R. Charman (Director of Financial Services), Mr. P. King (Ernst
& Young Auditors) and Mrs. S. Klein (Clerk).

816. DISCLOSABLE PECUNIARY INTERESTS

816.1 It was noted that, in relation to matters on the agenda, no participating Member had
any disclosable pecuniary interest under Section 30 of the Localism Act 2011.

817. APOLOGIES FOR ABSENCE

817.1 Apologies were received from Councillors Duncan, Fawthrop, Healy and Theobald.

818. ANY OTHER NON-EXEMPT ITEMS CONSIDERED URGENT BY THE CHAIRMAN/
CHAIRMAN'S BUSINESS

818.1 There were no urgent items. The Chairman welcomed Paul King, from Ernst & Young
Auditors, who would be presenting Item 822 below, and Duncan Savage, now officially
appointed as Treasurer to the Fire Authority on a fixed term contract.

819. TO CONSIDER PUBLIC QUESTIONS OR PETITIONS, IF ANY

819.1 There were none.

820. NON-CONFIDENTIAL MINUTES OF THE LAST SCRUTINY AND AUDIT PANEL
MEETING HELD ON 15 NOVEMBER 2012

820.1 RESOLVED - That the minutes of the meeting of the Scrutiny & Audit Panel held on
15 November 2012 be approved as a correct record and signed by the Chairman.
(Copy in Minute Book).



821.
821.1

821.2

822.
822.1

822.2

822.3

822.4

822.5

CALLOVER

Members reserved the following items for debate:

822. External Audit matters

823. Assurances to the External Auditor for the 2012/13 Audit
824. Draft Annual Governance Statement for 2012/13

825. Sussex Control Centre audit update

826. 2012/13 Value for Money review — Business Intelligence

RESOLVED - That all other reports be resolved in accordance with the
recommendations as detailed below.

EXTERNAL AUDIT MATTERS

Members considered a joint report of the Chief Fire Officer & Chief Executive, Treasurer
and Monitoring Officer which sought their approval of the recently published Audit Fee
Letter 2012/13, Draft Audit Plan 2012/13, Audit Progress Report 2012/13, and Audit
Fee Letter 2013/14. (Copy in Minute Book).

Paul King, Ernst & Young's Engagement Lead for ESFRS, was welcomed to the
meeting and introduced the report. He confirmed that the Audit Fee Letter 2012/13 had
been published in December 2012 and the Draft Audit Plan 2012/13 covered any points
and assumptions. Mr. King also confirmed that the External Auditors’ responsibilities
to the Fire Authority were unchanged from previous years.

Mr. King informed Members that no significant financial risks had been identified in the
Draft Audit Plan, and the general risk of misstatement due to fraud and error was a
standard risk for all authorities. Mr. King brought to the Panel's attention the more
general issue around the need to close the resource gap in the medium term and the
pressures on funding generally. He also drew Members’ attention to the misstatements
limit of £54,600 which the Auditors considered ‘clearly trivial'.

The Chief Fire Officer & Chief Executive was concerned that the Audit Commission had
previously sought to make judgements on operational matters and Mr. King assured
him that Ernst & Young’s remit in meeting their VFM Conclusion responsibilities does
not extend into reviewing the operational aspects of the Fire & Rescue Service, and
they would be employing a light touch assessment. Councillor Thomas asked that the
word ‘operational’ be removed from the audit approach in Section 3 (page 5) of the
Draft Audit Plan and Mr. King agreed to this request. (‘The robustness of the plans to
move the Fire Authority to a more financially sustainable eperational model over the
medium term including the consideration of new ways of working.’)

Members noted that the audit fee for 2012/13 had been substantially reduced from the
previous year, reflecting the efficiencies achieved and the reduction in size of the
Auditors; it was also confirmed that the indicative fee scale for 2013/14 remained
unchanged at £41,021. Mr. King said explained that the new contracts had been let
last year for 5 years with a possible further extension for 3 years; the fees were fixed
for the 5 year period, i.e. there would be no annual up-rating for inflation, and should
only change if the Audit Commission or the NAO agree a change to the scope of the
audit engagement.



822.6

822.7
823.
823.1

823.2

823.3

823.4
824.

824.1

824.2

824.4

824.5

Mr. King gave a brief update on the Audit Progress Report for 2012/13 and confirmed
that there were no significant additions to the Draft Audit Plan, no independence issues
to report, and no conflicts of interest.

RESOLVED - That the reports recently issued by Ernst & Young be approved.

ASSURANCES TO THE EXTERNAL AUDITOR FOR THE 2012/13 AUDIT

Members considered a joint report of the Chief Fire Officer & Chief Executive, Treasurer
and Monitoring Officer that sought confirmation of the Panel's arrangements regarding
compliancy issues on risk of fraud and other legal and regulatory requirements as
required by External Audit to meet the latest International Standard on Auditing. (Copy
in Minute Book).

Subject to the views of the Panel, the Chairman would be required, on behalf of the
Panel, to sign a letter to Ernst & Young, the External Auditors, confirming that
satisfactory arrangements were in place regarding the Panel’s responsibilities for being
assured of the organisation’s compliancy issues on risk of fraud and other legal and
regulatory requirements; this assurance was required by 30 April 2013 by External Audit
to meet the International Standard on Auditing.

Councillor Sparks expressed his confidence that the Authority’s governance
arrangements were very secure.

RESOLVED - That the report be approved.

DRAFT ANNUAL GOVERNANCE STATEMENT FOR 2012/13

Members considered a joint report of the Chief Fire Officer & Chief Executive, Treasurer
and Monitoring Officer which sought the Panel's approval of the draft Annual
Governance Statement for 2012/13 to accompany the draft Statement of Accounts
2012/13. (Copy in Minute Book).

The Fire Authority has a duty under the Local Government Act 1999 to make
arrangements to secure continuous improvement in the way in which its functions are
exercised having regard to a combination of economy, efficiency, and effectiveness. In
discharging this overall responsibility, Members and senior officers are responsible for
putting in place proper arrangements for the governance of the Fire Authority’s affairs,
the effective exercise of its functions, the management of risk and the stewardship of
the resources at its disposal. These arrangements have to be summarised in an Annual
Governance Statement in a nationally agreed format which has to accompany the
Statement of Accounts but, under recent national guidance, no longer needs to be
included within them.

Councillor Sparks asked officers to clarify whether there had been any employment
claims made against the Fire Authority during 2012/13. ACO Rolph would let Members
have this information in due course.

RESOLVED - That the draft Annual Governance Statement be approved to
accompany the Statement of Accounts.



825.

825.1

825.2

825.3

825.4

826.

826.1

826.2

SUSSEX CONTROL CENTRE AUDIT UPDATE

Members considered a joint report of the Chief Fire Officer & Chief Executive and
Treasurer which covered Phase 2 of the Internal Audit of the Sussex Control Centre,
carried out by East Sussex County Council. (Copy in Minute Book).

This Panel had considered the report on Phase 1 of the Audit at their meeting in
September 2012 and this report, therefore, covered Phase 2 of the Audit. Members
noted that the Audit had received a partial assurance because controls required to
monitor, control and report were still in development. The Auditors had recognised
that this was due to the total cost of the project still not being fully known due to the
award of contract not having taken place at the time of the audit, as well as pension
issues resolution and transitional costs. Seven recommendations had been made from
the audit and ACO Rolph confirmed that these had now been completed.

The Treasurer assured Councillor Tidy that WSCC are working in alignment with ESFA
and that their internal auditors are working closely with ESFA'’s auditors to ensure that
the work and costs are shared equally and complement each other. ACO Rolph
explained to Members how the Project Board operates and confirmed that there were
no barriers to the project at officer level

RESOLVED - That the report be noted.

2012/13 VALUE FOR MONEY REVIEW — BUSINESS INTELLIGENCE

Members considered a report of Councillor Paul Sparks, Member Lead on the Value
for Money (ViM) Review of Business Intelligence, which sought the Panel's approval of
the findings of the report. (Copy in Minute Book).

The Review had been conducted as part of the approved 2012/13 VIM Review &
Business Review and Audit Programme, with Councillor Sparks as the Lead Member
for the Review. Due to a number of staffing adjustments and additional higher priority
workloads, the available resource was reduced to one Team Member for most of the
review period, in addition to undertaking other workloads, and, therefore, the exacting
scope of the original review could not be accommodated and a decision was made to
concentrate on the part of the review dealing with the Business Intelligence needs of
the organisation rather than on Strategic Planning. It was still considered worthwhile to
review Strategic Planning, but Members noted that this had been re-phased back into
2013/14.



826.3

826.4

826.5

827.

827.1

827.2

828.

828.1

828.2

829.

829.1

829.2

With regard to the evidenced outcome using the approved VM review methodology,
Members noted that a number of exemplar areas had been used and an overall score
of ‘Adequate Performance’ had been achieved. As a strategic review was being
undertaken concurrently by Actica to support the strategic direction and medium term
plans for Information Management within ESFRS, it was noted that no specific
recommendations had been made in the review, but a set of ‘Improvement
Expectations’ had been included in the Executive Summary which, unless they were
addressed, would lead to a deterioration in the overall scoring on economy, efficiency
and effectiveness.

Councillor Ost asked whether the ‘final score’ of D was good; the Chief Fire Officer &
Chief Executive said that it was not good enough. Councillor Tidy asked whether there
were sufficient funds available to deliver the Improvement Expectations and the
CFO&CE confirmed that there was money available in Reserves, but part of the
problem was the availability of suitably qualified and experienced staff. With IMD staff
engaged in other projects, the project was being phased in as money and staff became
available. Councillor Livings proposed that the recommendation be changed from
‘approve’ (the report) to ‘note’ the report and the Panel agreed to this.

RESOLVED - That the report be noted.

FUTURE BUSINESS AUDIT/REVIEW PROGRAMMES FOR 2013/14 TO 2017/18

Members considered a report of the Chief Fire Officer & Chief Executive which sought
the Panel’'s endorsement of a reduced Business Audit/Review programme for 2013/14
to 2017/18. (Copy in Minute Book).

RESOLVED - That the reduced Business Audit/Review programme be approved.

STANDING ORDERS — PETITIONS

Members considered a report of the Monitoring Officer which proposed a revision to
Standing Order 25. (Copy in Minute Book).

RESOLVED - That a revised Standing Order 25, the addition of a new Standing Order
26 dealing with petitions, and the renumbering and consequential amendments to
Standing Orders be approved.

STANDING ORDERS — AMENDMENTS TO CONTRACT STANDING ORDERS

Members considered a report of the Monitoring Officer which proposed revisions to
Contract Standing Orders 13.3, 13.6 and 13.9. (Copy in Minute Book).

RESOLVED - That revisions to Contract Standing Order 13.3(b), 13.6(b) and 13.9(b)
and the necessary amendments to the Members’ Handbook be approved.



830.

830.1

830.2

831.

831.1

SCRUTINY & AUDIT MATTERS PROGRESS REPORT (OCTOBER 2012 TO

MARCH 2013)

Members considered a report of the Chief Fire Officer & Chief Executive which
presented a summary of progress on the main issues for which the Scrutiny & Audit
Panel has responsibility. (Copy in Minute Book).

RESOLVED - That the Panel notes the corporate progress made during the 3" and 4"
Quarters 20012/13 on various corporate risk, scrutiny, and audit matters.

EXCLUSION OF THE PRESS AND PUBLIC

RESOLVED - That item number 832 be exempt under paragraphs 1, 3 and 4 of
Schedule 12A to the Local Government (Access to Information) (Variation) Order 2006
and, accordingly, is not open for public inspection on the grounds that it includes
information relating to any individual, information relating to the financial or business
affairs of any particular person (including the Authority holding that information), and
information relating to any consultation or negotiations, or contemplated consultation or
negotiations, in connection with any labour relations matter arising between the
authority or a Minister of the Crown and employees of, or office holders under, the
authority.

The meeting concluded at 13:20 hours.

Signed Chairman

Dated this day of 2013



Agenda Item No. 840
EAST SUSSEX FIRE AUTHORITY

Panel: Scrutiny & Audit
Date: 11 July 2013
Title of Report: Internal Audit Annual Report and Opinion for the period 1

April 2012 to 31 March 2013
By: Treasurer
Purpose of Report: To provide an Opinion on East Sussex Fire Authority’s

internal control environment and report on the work of
Internal Audit for the period 1 April 2012 to 31 March 2013.

RECOMMENDATION: The Panel is asked to:

(i) note the Internal Audit Service’s opinion on the Fire
Authority’s internal control environment for 2012/13; and

(i) consider whether the Fire Authority’s system for internal
audit has proved effective during 2012/13.

MAIN ISSUES

1. On the basis of the audit work completed, East Sussex County Council’'s (ESCC)
Head of Assurance, as East Sussex Fire Authority’s (ESFA) Head of Internal
Audit, is able to provide reasonable assurance that the Fire Authority has in place
an adequate and effective framework of governance, risk management and
internal control for the period 1 April 2012 to 31 March 2013. Individual reports
on the systems evaluated by internal audit included recommendations to enhance
controls and management have drawn up action plans to implement these
recommendations.

2. Members’ attention is drawn to the additional number of audit days commissioned
to cover particular areas of concern on behalf of Corporate Management Team
and this Panel and the decision taken to defer some work into 2013/14.

Duncan Savage
Treasurer
April 2013
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1.1

2.1

2.2

2.3

2.4

3.1

3.2

INTRODUCTION

ESCC has provided the internal audit service to the Fire Authority since 1
April 1997 and we are pleased to submit this annual report of our work for the
year ended 31 March 2013. The purpose of this report is to give an opinion on
the adequacy and effectiveness of ESFA’s framework of internal control.

INTERNAL AUDIT WITHIN EAST SUSSEX FIRE AUTHORITY

On behalf of ESFA, it is a management responsibility to determine the extent
of internal control in its systems, and it should not depend on internal
audit as a substitute for effective controls.

The role of internal audit is to provide independent assurance that an
organisation's risk management, governance and internal control processes
are operating effectively.

Most of the work carried out by internal audit is in the form of risk based audits
which analyse and report upon the existence, operation and effectiveness of
internal controls within specified systems, both financial and otherwise. All
audit reports produced have included a management action plan where
recommendations have been made which will enhance the level of control,
together with an opinion on the systems reviewed.

During 2010, ESCC entered into a framework contract with the London
Borough of Croydon to provide specialist ICT audit, via Deloitte and Touche
Public Sector Internal Audit Limited. With the agreement of the Treasurer,
this specialist resource is also being applied to work for ESFA. ESCC
Assurance Division remains ultimately responsible for the production and
delivery of ESFA’s internal audit plan, even where we may seek to use
external specialists to deliver the work on our behalf.

DELIVERY OF THE INTERNAL AUDIT PLAN

In accordance with the 2012/13 Annual Audit Plan, a programme of audits,
based on an assessment of risk, was carried out across ESFA. In accordance
with best practice, the programme of audit activity was reviewed during the
year and revised to reflect changes in risk and priority, to enable us to provide
an adequate level of assurance. All adjustments to the audit plan were
agreed with the former Assistant Chief Officer (Corporate Services) and the
Treasurer.

The terms of reference, approach and audit objectives for each audit
assignment have been discussed and agreed with the former Assistant Chief
Officer (Corporate Services) and Treasurer, to whom final internal audit
reports are issued for consideration in the first instance, and for subsequent
wider consultation and consideration.

11



4.1

4.2

4.3

AUDIT OPINION

No assurance can ever be absolute; however based on the internal audit
work completed, ESCC’s Head of Assurance (as ESFA’s Head of Internal
Audit) can provide reasonable assurance that ESFA has in place an
adequate and effective framework of governance, risk management and
internal control for the period 1 April 2012 to 31 March 2013. Audit testing
has confirmed that the majority of key controls examined are working in
practice, with some specific exceptions. Where improvements to control or
compliance are required, we are satisfied that appropriate action has been
agreed by the relevant managers within reasonable timescales. This level of
assurance given takes into account:

o All audit work completed during 2012/13 and, where relevant, in
previous years;

Follow-up of actions from previous audits where appropriate;
Management’s response to the findings and recommendations;
The effects of any significant changes in ESFA’s systems;

The level of resources available to deliver the audit plan.

No limitations were placed on the scope of internal audit during 2012/13.

The following chart provides a summary of the outcomes from all audits
completed during 2012/13 with standard audit opinions (including fundamental
accounting system work):

Minimal Assurance

Full
Assurance 3

Partial Assurance 1

Substantial
Assurance 4

4.4

A summary of the main findings from these reviews and all other reports issued
in 2012/13 is included at Appendix A.
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4.5

Throughout the year, variations were made to the internal audit plan to reflect
changing risks and priorities. These variations were discussed and agreed with
the former Assistant Chief Officer (Corporate Services) and the Treasurer on
behalf of ESFA. The main changes relate to the removal or deferring of some
reviews in order to partially offset the inclusion of other unplanned activities as
follows:

Reviews Removed / Deferred:

e East and West Collaboration Governance — deferred to future years if
required;

e Strategic Financial Management Contingency and Future Resilience — no
longer required as new arrangements now in place;

e Firewatch Retained Pay — deferred to 2013/14 in light of implementation
delays;

e Data Protection Act Reporting Requirements — higher risk and priority areas
identified. Deferred to future years if sufficiently high risk.

Reviews Added:

4.6

4.7

5.1

e Whole Time Shift Leave Investigation;
e Whole Time Shift Leave Internal Control Report.

As at 31 March 2013, the majority of internal audit work within ESFA’s Audit
Plan for 2012/13 had been completed. The following two reviews remained in
progress at year end:

e |ICT Network Infrastructure and Security Follow Up — the fieldwork for this
audit was complete prior to year end and a meeting to finalise the report is
due to take place in early May 2013;

e Contracting and Procurement Review — this review has been delayed due
to unavailability of client officers and a widening of the scope of the review
to incorporate additional areas. The audit has therefore been carried
forward and will be reported on during 2013/14.

The table in Appendix B sets out actual time spent against the original audit
plan, which includes approximately 35 days of additional work, all of which has
been agreed with the former Assistant Chief Officer (Corporate Services) and
Treasurer.

PERFORMANCE

The Accounts and Audit Regulations 2011 require the Authority to carry out an
annual review of the effectiveness of its internal audit arrangements and the
following information should provide a sound basis for the Panel to make such
a judgement.

13



5.2

5.3

5.4

5.5

On an on-going basis, internal audit self-assesses against the Code of Practice
for Internal Audit in Local Government in the UK. Overall, the service continues
to maintain a high level of compliance with this, with further improvements
achieved each year. With effect from April 2013, the Code of Practice has been
replaced by new Public Sector Internal Audit Standards which require a full and
independent external assessment of the service at least every five years. We
expect our first such review to be undertaken during 2013/14.

Internal audit continue to work closely with ESFA’s external auditor, formerly
the Audit Commission and now Ernst and Young. As part of their Annual
Governance Report for 2011/12, reported to Scrutiny and Audit Panel in
September 2012, the Audit Commission stated the following with regard to
internal audit performance:

‘I have been able to successfully rely on testing carried out by internal audit
where it is relevant to my audit, having carried out procedures specified in
auditing standards to enable me to rely on that work. Also, | have been satisfied
that your internal audit arrangements provide an effective management control
as detailed in the Annual Governance Statement.’

Internal audit are currently working with Ernst and Young in support of their
work on the 2012/13 accounts.

Finally, the table in Appendix C shows the performance indicators agreed for
internal audit and how we have performed against these targets. In all cases,
performance targets have been met.

APPENDIX A
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SUMMARY OF INTERNAL AUDIT FINDINGS
for the period 1 April 2012 to 31 March 2013

Whilst our opinion on many areas was that systems were operating effectively, most
of our audit reports included recommendations to further strengthen controls. In all
cases, these have been agreed with management within formal management action
plans.

Reporting to ESFRS Management and the Scrutiny and Audit Panel

The Head of Internal Audit has attended Scrutiny & Audit Panel meetings and offered
advice and assistance as required. This includes production of the Annual Report and
Opinion for presentation to the Scrutiny & Audit Panel.

Following a risk assessment exercise, a rolling 5-year Strategic Internal Audit Plan has
been produced and this, along with the 2012/13 Internal Audit Plan, was agreed by
the Scrutiny & Audit Panel at its meeting on 25 May 2012. The 2013/14 Internal Audit
Plan is presented in another report on the Panel’s agenda for approval.

All internal audit reports have been produced and discussed with the appropriate
manager along with the former Assistant Chief Officer (Corporate Services) and the
Treasurer, with whom on-going liaison is maintained throughout the year.

East and West Sussex Joint Control Project

Following a decision to amalgamate East Sussex Fire & Rescue Service (ESFRS) and
West Sussex Fire & Rescue Service (WSFRS) Command and Mobilising functions
into a single Control Room function for the whole of Sussex, two internal audit reviews
have been completed.

The first of these, undertaken by West Sussex County Council, with input from ESCC
internal audit, reviewed the governance arrangements associated with the project.
This review, with a ‘satisfactory assurance’ level, found that effective project
governance was in place, with a small number of areas for improvement. These
included the need to add two key drivers from the original business case to the project
planning documents and making minor amendments to reporting formats to provide
further clarity.

The second review covered Project Finance and was undertaken by ESCC Internal

Audit. This included ensuring project finances are controlled, monitored and reported
and that the conditions of the grant funding the project are being complied with.

Whilst the review found that adequate controls were in place to ensure the conditions
attached to the DCLG Grant Determination are being complied with, our ability to

15



provide an opinion beyond ‘partial assurance’ was limited because, at the time of the
review, many of the controls required to effectively control, monitor and report on the
project finances were still being developed. Provision has been made within the
2013/14 audit plan for further work in this area, which will include a follow up of the
recommendations arising from this original review.

Precepting Arrangements

The audit was undertaken to verify that the processes used in calculating the
precepting figures for ESFA by ESCC are robust and that the calculations were verified
and checked prior to publication. Internal Audit found that this process has been
carried out effectively. It was confirmed that thorough checks on the final calculations
had been carried out and clearly evidenced working papers to support this have been
maintained.

Delegated Financial Management — Contracting and Procurement

This review has been carried forward to 2013/14 and includes the follow up of the
previous Capital Programme/Contract audit relating to the Lewes and Bexhill Project.

Firewatch Implementation

During the course of the year, Internal Audit have provided pro-active advice and
support on risk, internal control and probity issues as part of the project to procure,
develop and implement a new people resource management software system called
Firewatch. To date, this work has involved a review of key project documentation,
attendance at some Project Board meetings and identification of the range of specific
risks areas where audit assurance is required.

At the time of producing this report, a number of these areas of assurance remain
outstanding, with further evidence still required from management before we are in a
position to provide an overall opinion. This work is therefore continuing into 2013/14.

Travel and Subsistence

As part of the 2011/12 ‘Procure to Pay’ audit it was established that staff expenses are
paid through the accounts payable system rather than through the payroll system. As
a result, it was agreed with management that as part of the 2012/13 audit plan, we
would undertake a more detailed review of the expense claims process, covering all
the various methods used by staff to claim expenses, including manual claim forms,
procurement cards and business card accounts.

Although some opportunities were identified to strengthen the control environment, we
have been able to provide ‘substantial assurance’ that the system of controls is
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effective. Areas for improvement included ensuring that, in future, staff expenses are
processed through payroll rather than the accounts payable system in order to provide
an even greater level of control and to help reduce the risk of non-compliance with
HMRC regulations. Recommendations also included the need to remind employees
of the correct process for claiming expenses and updating guidance on claiming
expenses to reflect current practice in certain areas.

All of the recommendations arising from the review have been agreed with
management as part of a formal action plan.

Station Reqularity Visits

The main purpose of this review was to provide an opinion on the effectiveness of
financial controls in community fire stations as part of the cyclical programme of station
audits. The review involved visits to three stations across the County examining
compliance with ESFA’s Financial Regulations, particularly in relation to expenditure,
security, staff claims processes and storage of fuel and equipment.

Overall, Internal Audit was able to provide ‘substantial assurance’ that a sound
system of internal control is in place with only a small number of minor
recommendations being made, primarily in relation to ensuring the accuracy of vehicle
log books, inventory checks and fuel records, security of premises and accuracy of
overtime claims.

During 2013/14, a review will be undertaken of all ESFRS station inspection
arrangements to maximise effectiveness and avoid any duplication.

ICT Network Infrastructure and Security Follow Up

This review, currently at draft report stage, has been undertaken by Deloitte & Touche
on our behalf and is due to the finalised early in 2013/14.

Audit of Fundamental Accounting Systems

The Fire Authority uses the main financial systems of ESCC. Each year, Internal Audit
reviews the key controls within these systems as part of its programme of fundamental
accounting system audits. This work is directly relied upon by ESFA’'s external
auditors for annual accounts purposes.

The following fundamental accounting system reviews have been completed during
2012/13:

e General Ledger: Audit Opinion: Full Assurance
e Pensions: Audit Opinion: Full Assurance
e Accounts Payable: Audit Opinion: Substantial Assurance
e Accounts Receivable: Audit Opinion: Full Assurance
e HR/Payroll: Audit Opinion: Substantial Assurance

It is pleasing to report that in all cases the audit opinion for these reviews has been
either substantial or full assurance.
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Whole Time Shift Leave Investigation

During 2012, Internal Audit was asked by management to undertake an investigation
into potential anomalies in leave arrangements relating to Whole Time Shift staff.
Initially this review focussed on a single Watch at one fire station but as a result of the
seriousness of the issues identified, we were asked to widen the investigation to
include all Whole Time Shift staff. The work was undertaken jointly with an
investigating manager from ESFRS and covered the completeness and accuracy of
leave records, the adequacy of policies and guidance relating to leave for Whole Time
Shift Staff and the level of compliance with these policies.

Overall, the investigation identified a high number of instances where staff had over-
claimed leave covering a number of years. Details of these findings were formally
reported to management and a separate management report was made to Scrutiny
and Audit Panel on 11 April.

Whole Time Shift Leave Internal Control Report

In response to the issues highlighted in the above investigation, it was agreed with
management that Internal Audit would produce a separate report detailing the internal
control weaknesses within the organisation that are likely to have contributed to the
over-claiming of leave by Whole Time Shift staff.

Based on the work undertaken we have only be able to provide ‘minimal assurance’
over the control environment. We found that whilst a small number of improvements
were required to the organisation’s policy framework, specifically with regard to the
management of leave and overtime, we found that the majority of control issues
related to poor practice at stations and a low level of compliance with existing policies
and procedures.

All recommendations arising from this review have been agreed with management,
and have been incorporated within a comprehensive action plan for improvement.
This will be subject to formal follow up by Internal Audit during 2013/14.

National Fraud Initiative (NFI)

This is a statutory exercise carried out by the Audit Commission every two years and
involved the submission during 2012 of data covering ESFRS employees, pensioners
and creditors. The results from the matching exercise were received during early 2013.

The data is matched against other authorities’ records, including the Department for
Works and Pensions, to detect any possible errors or frauds. Our work in 2012/13
involved co-ordinating the collection and submission of data to the Audit Commission
and monitoring action taken to ensure that these are subject to appropriate
investigation by management. ESFRS intend to undertake a review of the matches
early in 2013/14.
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APPENDIX B
SUMMARY OF INTERNAL AUDIT WORK IN 2012/13

Areas 2012/13 | 2012/13 Actual
Planned Days Days
Preparation of five-year Internal Audit Plan (incl. Risk 3.0 3.2

Assessment, assessment of internal audit needs and
planning for individual reviews)

Production of Annual Report and Opinion 2.0 2.0
Advice and Liaison with ACOs/ Reporting to Scrutiny 5.0 5.8
and Audit Panel

East and West Sussex Collaboration Governance 2.0 0.0
Anti-Fraud (Incl. National Fraud Initiative) 1.0 1.2
East and West Sussex Joint Control Project 5.0 6.8
Precepting Arrangements 1.0 1.0
Strategic Financial Management — Contingency and 20 0.0
Future Resilience

Delegated Financial Management — Contracting and 5.0 5.0
Procurement

Capital Programme/Contract Audit — Follow Up 1.0 0.0
Firewatch — Retained Pay 5.0 0.0
Firewatch — Implementation 5.0 4.3
Travel and Subsistence 10.0 10.2
Data Protection Act Reporting Requirements 10.0 0.0
ICT Network Infrastructure and Security Follow up 5.0 5.0
Station Regularity Visits x 3 5.0 5.8
2012/13 Fundamental Accounting Systems 18.0 29.1
Unplanned Work:

Whole Time Shift Leave 0.0 15.7
Whole Time Shift Leave Stage 2 and Internal Control 0.0 24.3
Report

Total Days 2012/13 85.0 119.4
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APPENDIX C
SUMMARY OF PERFORMANCE INDICATORS FOR 2012/13

Performance Indicator Achievement

1 | Draft reports are issued to Achieved — 100%.
management within 10 working days
of the completion of audit fieldwork.

2 | Final reports are issued to Achieved — 100%.
management within 5 working days
of client response to the draft report.

3 | Consistently achieving adequate, or | Achieved — 100%.
higher, quality gradings in surveys of
auditor performance through client
survey questionnaires.

4 | Acceptance of at least 90% of audit | Achieved — 100%.
recommendations.

5 | Completion of the plan by the 31% Achieved — the small number of reviews
March each year. Any revisions to outstanding at year end have been delayed at
the plan or changes to planned management request.

coverage are subject to the approval
of the Assistant Chief Officer.

6 | Providing adequate internal audit Achieved — confirmed in latest Annual
arrangements. This would be Governance Report.

assessed by reference to the
external auditor’'s annual
management letter.
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Agenda Item No. 841

EAST SUSSEX FIRE AUTHORITY

Panel: Scrutiny & Audit

Date: 11 July 2013

Title of Report: Internal Audit Plan

By: Treasurer

Purpose of Report: To provide an Internal Audit Plan for East Sussex Fire Authority

covering the period 1 April 2013 to 31 March 2018.

RECOMMENDATION: The Panelis asked to:

() Approve the 2013/14 Internal Audit Plan; and
(i) Approve the updated Internal Audit Charter

MAIN ISSUES

1.

East Sussex County Council (ESCC) has provided the internal audit service to East
Sussex Fire Authority (ESFA) since 1 April 1997. This service is usually delivered based
on a standard annual budget of 70 audit days.

ESCC Internal Audit is pleased to present the latest version of the Internal Audit Plan for
the period 1 April 2013 to 31 March 2018 which is set out as Appendix A. This plan has
been produced on a risk basis, following consultation with the former Assistant Chief
Officer (Corporate Services), the Treasurer and ESFA’s external auditor, Ernst and
Young.

With effect from 1 April 2013, the previous CIPFA Code of Practice for Internal Audit has
been replaced by new Public Sector Internal Audit Standards (PSIAS), endorsed jointly
by CIPFA and the Institute of Internal Auditors. The new PSIAS continue to require that
a formal Internal Audit Charter for ESFA is in place and that this is subject to regular
review. This review has recently been undertaken and an updated Charter, reflecting the
latest requirements of the PSIAS, is attached to this report as Appendix B.

Duncan Savage
Treasurer

April

2013
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APPENDIX A
East Sussex Fire Authority
Internal Audit Strategy and Plan

1 April 2013 — 31 March 2018

Contents
1. Introduction
2. Internal Audit Plan 2013/14
3. Details of Audit Coverage 2013/14
4. 5 Year Rolling Strategic Plan 2013 - 2018
5. Performance Indicators 2013/14
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EAST SUSSEX FIRE AUTHORITY

INTERNAL AUDIT STRATEGY AND ANNUAL AUDIT PLAN FOR 2013/14

1.0
11

1.2

1.3

1.4

15

1.6

Introduction

The attached Internal Audit Plan has been drafted based on an updated assessment
of the internal audit needs of ESFA covering the period 15t April 2013 to 315t March
2018. The assessment of internal audit needs is based on an internal audit risk
analysis exercise, ESFA’s Corporate Risk Register and consultation with the former
Assistant Chief Officer (Corporate Services) and the Treasurer. This work helps to
determine the audit strategy by focussing audit resources against areas of higher
risk. The plan also takes into account past audit activity and current issues facing
ESFA.

Internal Audit provides a service to ESFA in accordance with the Public Sector
Internal Audit Standards (PSIAS) as defined by CIPFA and the Institute of Internal
Auditors (lIIA). It is ESFA’s responsibility to maintain an effective internal audit
service and assurance of this can be obtained through confirmation that the service
is delivered in compliance with PSIAS and that agreed performance indicators are
being achieved, including delivery of the annual audit plan.

Internal Audit review, appraise and report upon the effectiveness of the internal
control environment established by ESFA’s management. It is the responsibility of
management to establish and maintain appropriate systems of internal control.

In addition to the completion of the internal audit plan, audit staff support the
management of ESFA by providing informal advice and assistance through
discussion of key risk and control issues as they arise throughout the year.

Whilst the internal audit needs assessment includes the programme of audit work
for the period 1 April 2013 to 31 March 2018, it is important to note that the activity
set out within years 2-5 (2014/15 — 2017/18) is indicative only and is subject to
revision as part of the annual audit planning process.

ESFA is subject to audit and inspection by other bodies, in addition to internal audit,
including the external audit of the accounts. These additional sources of assurance
have been taken into account, primarily through discussion with the former Assistant
Chief Officer (Corporate Services) and the Treasurer, when preparing this audit plan.
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1.7

1.8

As part of the audit planning process, ESFA’s newly appointed external auditor,
Ernst & Young, has been consulted on the content of the plan. These consultations
have also included clarifying Ernst & Young’'s approach to reliance on the work of
internal audit, particularly with regard to the annual audit of key financial systems.
As a result of these discussions, and in order to meet Ernst & Young’s requirements,
the proportion of internal audit days set aside within the 2013/14 audit plan for key
financial systems audit has been increased by 2 days to 20 days. This increase has
been offset by reductions in audit coverage in other areas and has not therefore
resulted in any increase in the overall number of audit days to be delivered.

It is a requirement of the PSIAS that the internal audit service is subject to regular
self-assessment against the standards and an independent external assessment at
least every five years. It is anticipated that ESCC Internal Audit will be subject to
this independent assessment during 2013/14 and the results of this will be reported
to ESFA as part of the annual report. In addition, a range of performance indicators
for monitoring the quality of the internal audit service can be found under Section 5
of this report.
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2.0 East Sussex Fire Authority - Internal Audit Plan 2013/14
Areas Planned
Days
1 Management and Governance
Preparation of five year Internal Audit Plan 2
Production of Annual Report and Opinion 2
Advice, Liaison & Follow Up with ACOs / Reporting to S&A Panel 6
East and West Sussex Joint Control Project 1
Anti-Fraud (incl. National Fraud Initiative) 1
Sub Total 12
2 Finance
Precepting Arrangements 1
Contracting and Procurement — Follow Up 5
Sub Total 6
3 Expenditure/Purchasing
Procurement Cards 7
Sub Total 7
4 Personnel/Payroll
Firewatch Implementation 2
Firewatch - Retained Pay 10
Whole Time Leave — Follow Up 1
Sub Total 13
5 Income
No specific audits this year — income controls are covered within the
Accounts Receivable Review under Fundamental Accounting Systems
work (see below).
Sub Total 0
6 Asset Management
No specific audits this year.
Sub Total 0
7 Station Visits
Review of Station Audit and Inspection Arrangements 5
Sub Total 5
8 ICT Audit
Joint Control Centre — ICT Security and Business Continuity 7
Sub Total 7
9 Fundamental Accounting Systems
HR/Payroll, Accounts Payable, Accounts Receivable, General Ledger 20
and Pensions.
Sub Total 20
TOTAL PLANNED DAYS FOR 2013/14 70
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3.0

3.1

3.2

3.3

3.4

3.5

3.6

DETAILS OF INTERNAL AUDIT COVERAGE 2013/14

Management

Internal Audit is responsible for the completion of the following:

- Annual risk analysis

- Assessment of internal audit needs

- Rolling five year strategic plan

- Annual report and Opinion

- Liaison with the Treasurer and other principal officers as necessary

- Liaison with the external auditors to ensure best use of audit resources
overall

- Reporting to the Scrutiny and Audit Panel

- Following-up of previous audit recommendations

- Finalising previous year’s reports.

East and West Sussex Joint Control Project

As part of the project to amalgamate the East and West Sussex Fire and Rescue
Service Command and Mobilising functions into a single Control Room function,
Internal Audit will provide proactive advice, support and challenge, particularly in
relation to governance and risk management arrangements. Audit activity will
also focus on providing assurance that appropriate ICT security and business
continuity arrangements are in place at the new centre.

Anti Fraud
Anti-fraud work for 2013/14 will focus on monitoring arrangements for following
up and investigating any positive matches arising from the latest National Fraud

Initiative Data Matching exercise.

Precepting Arrangements

The review will ensure that the processes used in calculating the precepting
figures for ESFA are robust and that the calculations are verified and checked
prior to publication.

Contracting and Procurement — Follow Up

This review will follow up on the actions arising from the 2012/13 review of
contracting and procurement within ESFRS, which examined significant areas of
spend across the organisation with a view to ensuring that proper procurement
procedures have been adopted and that adequate and effective contract
management arrangements are in place.

Procurement Cards

Following the relatively recent introduction of procurement cards, this audit will
assess compliance with established controls over the use of these cards across
the organisation.
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3.7

3.8

3.9

3.10

3.11

Firewatch- Implementation

Firewatch is a people resources management software system which ESFA
began implementing in 2012/13. Building on our activity in 2012/13 in support of
this project, we plan to carry out further work in 2013/14 to provide assurance
over the phased implementation of Firewatch, particularly with regard to HR and
payroll related areas.

Firewatch - Retained Pay

This is a review previously planned for 2012/13 that has been deferred as a result
of delays in the full implementation of Firewatch. The retained pay process is an
area of previous control weakness and this review will build upon lessons learned
from past audits, having due regard for new arrangements implemented as a
result of the introduction of Firewatch.

Whole Time Leave — Follow Up

During 2012/13, a joint management and internal audit investigation was carried
out in relation to whole time shift leave arrangements and this was followed by
an internal control report highlighting areas of control weaknesses identified
during our work. This follow up review has therefore been included within the
2013/14 audit plan in order to assess the progress made by management in
implementing the recommendations arising.

Review of Station Audit and Inspection Arrangements

During the course of recent audit activity at fire stations, including the whole time
shift leave investigation referred to above, it has become apparent that current
station audit and inspection arrangements are not operating as effectively as they
could be. It has therefore been agreed that we would undertake a review in
2013/14, in conjunction with management, in order to ensure that these
arrangements are effective, are properly co-ordinated and provide the
appropriate financial and operational coverage.

Fundamental Accounting Systems

ESFA uses the main financial systems (Payroll, Accounts Payable, Accounts
Receivable, Pensions and General Ledger) of ESCC. Each year, we review these
systems as part of our fundamental accounting system audits to ensure the
systems have adequate controls in place. The scope and level of controls testing
undertaken as part of these reviews is agreed with Ernst & Young, ESFA'’s external
auditors, in order to ensure that they can rely on our work for final account audit
purposes.
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4.0

ROLLING STRATEGIC PLAN 2013/14 —2017/18

MANAGEMENT & GOVERNANCE

2013/14 2014/15 2015/16 2016/17 2017/18

Preparation of five year Internal 2 2 2 2 2
Audit Plan
Production of Annual Report and 2 2 2 2 2
Opinion
Advice, Liaison and Follow Up with 6 6 6 6 6
ACOs / Reporting to Scrutiny and
Audit Panel
Corporate Governance and - 3 - 5 -
Corporate Risk Management
Arrangements
East and West Sussex Joint Control 1 - - - -
Project
Anti-Fraud (incl. National Fraud 1 1 1 1 1
Initiative)
Sub Total 12 14 11 16 11
FINANCE
Precepting Arrangements 1 1 1 1 1
Contracting and Procurement 5 - 5 - -
Delegated Financial Management - - - 5 - -
Budgetary Control
Capital Programme / Contract Audit - - - - 5
Sub Total 6 1 11 1 6
EXPENDITURE/PURCHASING
Procure to Pay Processes - 10 - - 8
Procurement Cards 7 - 5 - -
Sub Total 7 10 5 0 8
PERSONNEL / PAYROLL
Starters / Leavers and Variations to - 5 - - 10
Pay
Firewatch - Retained Pay 10 - - 8
Firewatch Implementation 2 - - - -
Whole Time Leave 1 5
Travel and Subsistence / Expenses - - - 5 -
Pensions Arrangements - S - - -
Sub Total 13 10 5 13 10
INCOME
Income Generation incl. Training - - - 5 -
Activities
Debtors - Raising of Accounts / - - 3 - -
Recovery
Sub Total 0 0 3 5 0
PAGE 1 TOTALS 38 35 35 35 35
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2013/14 | 2014/15 | 2015/16 | 2016/17 | 2017/18

ASSET MANAGEMENT
Asset Management incl.Write Off - - - - 5
and Disposal of Equipment

Sub Total 0 0 0 0 5
STATION REVIEWS
Review of Station Audit and 5 - - - -
Inspection
Station Visits — Themed Review - 10 10 10 10

Sub Total 5 10 10 10 10
ICT AUDIT
Joint Control Centre — Security and 7 - - - -
Business Continuity
Data Protection - 5 - - -
ICT Audit Coverage To Be - - 5 5 -
Confirmed

Sub Total 7 5 5 5 0
FUNDAMENTAL ACCOUNTING
SYSTEMS
Fundamental Accounting Systems 20 20 20 20 20
Work

Sub Total 20 20 20 20 20
PAGE 2 TOTALS 32 35 35 35 35
ACTUAL TOTALS (PAGES 1 & 2) 70 70 70 70 70

30




5.0 SUMMARY OF PERFORMANCE INDICATORS FOR 2013/14

Performance Indicator Achievement

1 Draft reports are issued to management within 10 working days of
the completion of audit fieldwork.

2 Final reports are issued to management within 5 working days of
client response to the draft report.

3 Consistently achieving adequate, or higher, quality gradings in
surveys of auditor performance through client survey
questionnaires.

4 Achieve compliance with new Public Sector Internal Audit
Standards.
5 Completion of the annual internal audit plan by the 315t March each

year. Any revisions to the plan or changes to planned coverage are
subject to the approval of the Treasurer.

6 Providing adequate internal audit arrangements. This would be
assessed by reference to the external auditor’'s annual audit letter
and the results of internal and external assessments.
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APPENDIX B

EAST SUSSEX FIRE AUTHORITY'S (ESFA) INTERNAL AUDIT CHARTER & TERMS OF
REFERENCE

1.

11

1.2

13

1.4

2.1

RESPONSIBILITIES AND OBJECTIVES
ESFA’s internal audit service is provided by East Sussex County Council (ESCC).

Internal Audit is ‘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’.

It is a management responsibility to establish and maintain internal control systems
and to ensure that resources are properly applied, risks appropriately managed and
outcomes achieved.

The agreed Mission Statement for ESCC'’s Internal Audit Service is as follows:

‘Internal Audit is an independent assurance function which conducts reviews and
provides advice, support and challenge to the organisation on risk, governance and
internal control matters. In achieving this, the service aims to:

e Deliver a high quality, cost effective service in line with best practice and
professional standards;

e Work constructively with management to support new developments and major
change programmes;

e Be pragmatic and proportionate with its recommendations, having regard not just
to risk, but also the cost of controls;

o Be flexible and responsive to the needs of the organisation in all its work.’

STATUTORY ROLE

Internal Audit is a statutory service in the context of the Accounts and Audit Regulations
2011, which state in respect of Internal Audit that:

“A relevant body shall maintain an adequate and effective system of internal audit of
its accounting records and its system of internal control in accordance with the proper
internal audit practices, and any officer or member of that body shall, if the body
requires:

« make available such documents of the body which relate to its accounting and
other records as appear to be necessary for the purpose of the audit; and

» supply the body with such information and explanation as the body considers
necessary for that purpose.”

L Institute of Internal Auditors
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2.2

3.1

3.2

3.3

3.4

4.1

4.2

5.1

The statutory role is recognised and endorsed within ESFA'’s Financial Regulations,
which provide the authority for access to officers, members, documents and records
and to require information and explanation as necessary.

INDEPENDENCE AND ACCOUNTABILITY

Internal Audit will remain sufficiently independent of the activities that it audits to enable
auditors to perform their duties in a way that allows them to make impartial and
effective professional judgements and recommendations. Internal auditors have no
operational responsibilities.

Internal Audit is involved in the determination of its priorities in consultation with those
charged with governance. The Head of Internal Audit has direct access to, and
freedom to report in his own name and without fear of favour to, all officers and
Members and patrticularly those charged with governance.

Internal Audit may also provide consultancy services, generally advisory in nature, at
the request of the organisation. In such circumstances, appropriate arrangements will
be put in place to safeguard the independence of Internal Audit and, where this work
is not already included within the approved audit plan and may affect the level of
assurance work undertaken, this will be reported to the ESFA’s Scrutiny and Audit
Panel.

Accountability for the response to the advice and recommendations of Internal Audit
lies with management, who either accept and implement the advice or formally reject
it.

INTERNAL AUDIT SCOPE

The scope of Internal Audit includes the entire co