AUDIT AND GOVERNANCE COMMITTEE Head of Partnership
REPORT NO. SIAP 27/01

10t June 2026

INTERNAL AUDIT PROGRESS REPORT

SUMMARY:

As required by the Global Internal Audit Standards in UK Public Sector this report
presents the Internal Audit Annual Conclusion 2025-26.

e The Internal Audit Annual Conclusion (Appendix A) provides the Audit and
Governance Committee with the Chief Internal Auditor’s opinion on the
effectiveness of the framework of governance, risk, and control and
summarises audit work from which that opinion is derived for the year 2025-26.

RECOMMENDATION:
Members are requested:
o to note the Internal Audit Annual Conclusion 2025-26 (Appendix A).

1 Introduction

1.1 The mandate for internal audit in local government is specified within the
Accounts and Audit [England] Regulations 2015, which states:

‘A relevant authority must undertake an effective internal audit to evaluate the
effectiveness of its risk management, control and governance processes,
taking into account public sector internal auditing standards or guidance.’

1.2  The Audit & Governance Committee’s attention is drawn to the following points:

e The Southern Internal Audit Partnership was assessed as ‘Generally
Conforms’ against the Global Internal Audit Standards in the UK Public
Sector during 2025-26,

e The revised internal audit plan for 2025-26 has been delivered in full,
and

e The Council's framework of governance, risk management and
management control is considered ‘Reasonable’ and audit testing has
demonstrated control to be working in practice.
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2 Recommendation

2.1 Members are requested to note the Internal Audit Annual Conclusion 2025-26
(Appendix A)

AUTHOR: Neil Pitman, Head of Southern Internal Audit Partnership
Neil.pitman@hants.gov.uk

HEAD OF SERVICE: Peter Vickers, Executive Head of Financial Services and S151
Officer
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Annual Internal Audit Conclusion 2025-26

1. Internal Audit Standards

The Global Internal Audit Standards, issued by the Institute of Internal Auditors and effective in the UK Public Sector from April 2025, guide
the worldwide professional practice of internal auditing and serve as a basis for evaluating and elevating the quality of the internal audit
function. While the Global Internal Audit Standards apply to all internal audit functions, it is acknowledged that internal auditors in the

public sector work in a political environment under governance, organisational and funding structures that differ from those of the private
sector.

Consequently, internal audit practitioners working in, or for, the UK public sector are required to apply the
Global Internal Audit Standards subject to the interpretations and requirements of the Application Note:
Global Internal Audit Standards in the UK public sector, issued by Relevant Internal Audit Standard Setters.

Application
Note: Global
Internal Audit

Standards in the

UK public
sector

Code of
Practice for the
Governance of

Internal Auditin

UK Local

Government

In addition, relevant public sector bodies are also required to apply the Chartered Institute of Public
Finance & Accountancy (CIPFA) Code of Practice for the Governance of Internal Audit in UK Local &

Government which provides a conduit for meeting the essential conditions for governance set out in the % %@
Global Internal Audit Standards, tailored for UK local government. The collective requirements shall be
referred to as the Global Internal Audit Standards in the UK Public Sector.

2. Internal Audit Mandate

The mandate for internal audit in local government is specified within the Accounts and Audit [England] Regulations 2015, which states:

‘5. (1) A relevant authority must undertake an effective internal audit to evaluate the effectiveness of its risk management,
control and governance processes, taking into account public sector internal auditing standards or guidance.

(2) Any officer or member of a relevant authority must, if required to do so for the purposes of the internal audit —

(a) make available such documents and records; and
(b) supply such information and explanations

as are considered necessary by those conducting the internal audit.”



https://www.theiia.org/globalassets/site/standards/editable-versions/globalinternalauditstandards_2024january9_editable.pdf
https://www.cipfa.org/policy-and-guidance/standards/global-internal-audit-standards-in-the-uk-public-sector
https://www.cipfa.org/policy-and-guidance/standards/global-internal-audit-standards-in-the-uk-public-sector
https://updates.cipfa.org.uk/c/AQj23RUQx84RGOL1pCEgp53ZAuySVaSBOAAt5SfULi03mLpoEhyT3xhVg9Y23hWunDyR
https://updates.cipfa.org.uk/c/AQj23RUQx84RGOL1pCEgp53ZAuySVaSBOAAt5SfULi03mLpoEhyT3xhVg9Y23hWunDyR
https://updates.cipfa.org.uk/c/AQj23RUQx84RGOL1pCEgp53ZAuySVaSBOAAt5SfULi03mLpoEhyT3xhVg9Y23hWunDyR
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The role of internal audit is best summarised through its definition within the Standards as:

‘An independent, objective assurance and advisory service 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
governance, risk management, and control processes.’

The Council is responsible for establishing and maintaining appropriate risk management processes, control systems, accounting records
and governance arrangements. Internal audit plays a vital role in advising the Council that these arrangements are in place and operating
effectively.

The Council’s response to internal audit activity should lead to the strengthening of the control environment and, therefore, contribute to
the achievement of the organisations’ objectives.

Internal Audit Approach

To enable effective outcomes, internal audit provides a combination of assurance and advisory activities. Assurance work involves
objective assessment of how well systems and processes are designed and working, with advisory activities available to help to improve
those systems and processes where necessary whilst not assuming any management responsibilities.

As the Chief Internal Auditor, | review the approach to each audit, considering the following key points:

Level of assurance required.

Significance of the objectives under review to the organisations’ success.

Risks inherent in the achievement of objectives.

Level of confidence required that controls are well designed and operating as intended.

O O O O

All formal internal audit assignments will result in a published report. The primary purpose of the audit report is to provide an
independent and objective opinion to the Council on the framework of internal control, risk management and governance in operation and
to stimulate improvement.
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A full range of internal audit services is available in forming the annual audit conclusion:

Risk Based
Audit

CQuality

Assurance

Data Yaluefor Fraud & Third Party
Analytics Money Irregularity Assurance

Developing

Systems LI

The Southern Internal Audit Partnership maintain an agile approach to audit, seeking to maximise efficiencies and effectiveness in
balancing the time and resource commitments of our partners, with the necessity to provide comprehensive, compliant and value adding
assurance.

We have sought to optimise the use of virtual technologies to communicate with key contacts and in completion of our fieldwork,
however, the need for site visits to complete elements of testing continues to be assessed and agreed on a case-by-case basis.

Internal Audit Coverage

The annual internal audit plan is prepared taking account of the characteristics and relative risks and objectives of the Council and to
support the preparation of the Annual Governance Statement. Work has been planned and performed to establish if sufficient evidence is
available to provide reasonable assurance that the framework of governance, risk management and internal control is operating
effectively.

The 2025-26 internal audit plan was considered and approved by the Corporate Governance Audit & Standards Committee in April 2025. It
was informed by internal audit’s own assessment of risk and materiality in addition to consultation with management to ensure it aligned to
organisational objectives / priorities and the key risks facing the organisation.

The plan has remained fluid throughout the year to maintain an effective focus and ensure that it continues to provide assurance, as required,
over new or emerging challenges and risks that management need to consider, manage, and mitigate.
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Internal audit reviews culminate in an opinion on the assurance that can be placed on the effectiveness of the framework of governance,
risk management, and control designed to support the risks to the achievement of management objectives of the service area under review.
The assurance opinions are categorised as follows:

Significant gaps, weaknesses or non-compliance were identified. Improvement is required to the system of governance, risk management and control to
effectively manage risks to the achievement of objectives in the area audited.

5. Resources

The Southern Internal Audit Partnership has a strategy in place to optimise internal audit resource. Ongoing sufficiency of resources
(financial, human and technological) are transparently communicated by the chief internal auditor to senior management and the Audit &
Governance Committee through regular reporting as part of the approval of the internal audit plan and further throughout the year as part
of the progress reports and ultimately within the annual conclusion.

Any resource implications that put the fulfiiment of the internal audit plan and internal audit mandate at risk are reported accordingly
through the afore mentioned reports.

There have been no resource implications that have adversely affected the fulfilment of the internal audit mandate or delivery of the
Council’s internal audit plan impacting my ability to provide a conclusion on the organisation’s framework of governance, risk, and internal
control.
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6.

Independence

As your chief internal auditor, | retain no roles or responsibilities that have the potential to impair my independence, either in fact or
appearance. Internal auditors engaged in the delivery of the 2025-26 internal audit plan have had no direct operational responsibility or
authority over any of the activities reviewed.

| can confirm there has been no interference encountered by the Southern Internal Audit Partnership related to the scope, performance, or
communication of internal audit work during the year in the delivery of the internal audit plan or the fulfilment of the internal audit
mandate.

Impairments

There have been no impairments to internal audit activity during the year. As chief internal auditor | have ensured that the internal audit
function has remained free from all conditions that threaten the ability of internal auditors to carry out their responsibilities in an unbiased
manner, including matters of engagement selection, scope, procedures, frequency, timing, and communication.

The internal audit team have maintained an unbiased mental attitude allowing them to perform engagements objectively and enabling
them to believe in their work product, with no compromise to quality, and no subordination to their judgment on audit matters, eitherin
fact or appearance.

Limitations of Scope

There have been no limitations to the scope of internal audit work during the course of the year.
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9.

Internal Audit Conclusion

As chief internal auditor, | am responsible for the delivery of an audit conclusion that can be used by the Council to inform their Annual
Governance Statement. The annual audit conclusion culminates in an overall opinion on the adequacy and effectiveness of the
organisations’ framework of governance, risk management and control.

In giving this opinion, assurance can never be absolute and therefore, only reasonable assurance can be provided that there are no major
weaknesses in the processes reviewed. In assessing the level of assurance to be given, | have based my opinion on:

written reports on all internal audit work completed during the course of the year (assurance & advisory).
results of any follow up exercises undertaken in respect of previous years’ internal audit work.

the results of work of other review bodies where appropriate.

the extent of resources available to deliver the internal audit work.

the quality and performance of the internal audit service and the extent of compliance with the Standards
the proportion of the Council’s audit need that has been covered within the period.

© O O O O O

We enjoy an open and honest working relationship with the Council. Our planning discussions and risk-based approach to internal audit
ensure that the internal audit plan includes areas of significance raised by the Audit & Governance Committee and senior management to
ensure that ongoing organisational improvements can be achieved. | feel that the maturity of this relationship and the Council’s effective
use of internal audit has assisted in identifying and putting in place action to mitigate weaknesses impacting on organisational governance,
risk, and control over the 2025-26 financial year.
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| am satisfied that sufficient assurance and advisory work has been carried out to allow me to form a conclusion on the adequacy and
effectiveness of the internal control environment. In my opinion the framework of governance, risk management and control are
‘reasonable’, and audit testing has demonstrated controls to be working in practice.

Where weaknesses have been identified through internal audit review, we have worked with management to agree appropriate
corrective actions and a timescale for improvement.
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10. Governance, Risk Management & Control — Overview, Key Observations & Themes

Assurance opinions for 2025-26

Significant findings from our reviews have been reported to senior management and the Audit & Governance Committee throughout the
year and a summary of the assurance opinions is outlined below.

: B
Limited 4
Substantial .

Follow Up

Advisory 1
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Governance

Governance arrangements are considered during the planning and scoping of each review and in most cases, the scope of our work
includes overview of:

o the governance structure in place, including respective roles, responsibilities, and reporting arrangements.

o relevant policies and procedures to ensure that they are in line with requirements, regularly reviewed, approved, and appropriately
publicised and accessible to officers and staff.

In addition, during 2025-26 we undertook a review of the LGA Peer Review (action Plan), which concluded in a substantial assurance
opinion.

Based on the work completed during the year and observations through our attendance at a variety of management and governance
meetings, in our opinion the governance frameworks in place across the Council are robust, fit for purpose and subject to regular review.
There is also appropriate reporting to the Audit & Governance Committee to provide the opportunity for independent consideration and
challenge including review of the Annual Governance Statement.

Risk management

In accordance with the constitution, the Audit & Governance Committee play a key role to ‘monitor the effective development and
operation of risk management in the Council’. This has been supported through the Committees overview of ‘Strategic Risk Management
Updates’ throughout the year.

During the year an internal audit review of risk management was undertaken concluding with a ‘reasonable assurance’ opinion. One of the
key observations was the requirement for more regular report of risk management updates to the Audit & Governance Committee.

The risk register is a key document that is considered during the development of our risk based internal audit plan. Additionally,
information from the risk register is taken into account when scoping each review in detail to ensure that our work is appropriately aligned.




Annual Internal Audit Conclusion 2025-26

Control

In general, internal audit work found there to be a sound control environment in place across the majority of review areas included in the
2025-26 plan that were working effectively to support the delivery of corporate objectives. We generally found officers and staff to be
aware of the importance of effective control frameworks, and open to our suggestion for improvements or enhancements where needed.
The key areas of challenge identified through our work are outlined below:

Agency Staff — No Assurance

The purpose of the audit was to review the Council’s use of agency staff to assess compliance with internal policies and statutory
obligations. It also evaluated the effectiveness of controls around authorisation, pre-engagement checks, induction and financial oversight.

Testing found that there were no formal policies or procedures in place governing the engagement or use of agency staff.

Employment Law and Agency Worker Regulations 2010 govern the rights of agency workers and obligations of the employee after a worker
has completed a period of continuous service. Testing found the duration of contracts held by agency staff would be considered long term,
including three agency staff remaining in place for up to four years.

Employing services did not routinely consult with the Procurement team during the recruitment of agency staff. Testing was unable to
provide assurance that the Council’s ‘Procurement Strategy’ was effectively applied to safeguard agency workers or ensure that only
reputable agencies with appropriate policies are used. Through review of eight agency staff across four service areas, testing was unable to
provide assurance that 'Contract Standing Orders V1.1 30.01.25' had been followed.

The 'Skillsgate' system is used to complete mandatory training such as 'Data Protection’, 'Display Screen Equipment' and 'Managing
Information Securely'. Review of eight agency staff found two were registered on 'Skillsgate' within the first week of being recruited,
however, the remaining six were not registered on the 'Skillsgate' system within the initial period of their start date. The timeframe for
registration ranged from one month to four years.

‘IR35’ status checks are required to be completed prior to engagement with agency or consultancy staff. Review of eight agency staff
highlighted inconsistencies in both the completion and retention of IR35 assessments, including missing supporting documentation and
delays in completing checks.
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An 'Approval to Recruit' form is used to record details such as length of engagement and estimated budgeting costs and submitted to
Executive Leadership Team (ELT) for approval. Testing of eight agency staff found no evidence of the 'Approval to Recruit' form being used.

The People Team maintains a ‘Contractor Spreadsheet’ to provide a high-level overview of agency staff engaged across the Council. This
includes key details such as job title, service area, daily rate, agency used, and contract start and end dates. However, there was no
established mechanism in place to ensure the People Team are consistently informed of newly recruited agency staff or changes to existing
contracts, such as extensions or terminations.

Testing was unable to evidence corporate oversight of the level of spend on agency staff. Additionally, there is a lack of evidence regarding
how agency staff are monitored for performance and productivity to ensure best value for money is achieved.

The Finance Department processes invoices for agency staff payments following approval from Heads of Service. Testing found that three
invoices had been appropriately approved by Heads of Service, however, one timesheet had been approved by a PA, and one timesheet
from July 2025 had been authorised by a fellow agency staff member.

Disabled Facility Grants —

Positively the DFG processes in place at the Council are generally sound, however, concerns were highlighted regarding the procurement of
contractors and surveyors.

Contract standing orders have not been followed for the engagement of the supplier who undertakes surveying and design work for the
Council relating to DFGs. This supplier subsequently engages contractors for some of the DFG work on behalf of the Council but was not
following the Council’s Contract Standing Orders.

New contractors approach the Council to initiate a request to be considered for DFG work, however, testing found that there was no
contractor framework in place nor was there a formalised approach to annual checks or onboarding any new contractors. Additional,
testing found that DBS checks on contractors in relation to DFG works were not currently part of the due diligence checks undertaken.

A retention guidelines document is in place, providing the retention periods across all service areas within Rushmoor Borough Council. DFG
documentation is not currently maintained in accordance with the retention policy. This is a known issue, and the housing and IT
department are aware.

10
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Pay360 —

The purpose of the audit was to provide assurance over the council’s secure management of the pay360 application (payment collection
and income management software solution).

Positively access to the Pay360 application is secured through username and password authentication, with two-factor authentication
enforced once every 24 hours. Additional security measures include automatic account lockout after three failed login attempts, however,
password expiry is enforced every 60 days, and the minimum length is set to 7 characters - both of which deviate from current National
Cyber Security Centre (NCSC) best practices, potentially weakening overall password security.

Testing confirmed access reviews were conducted on an ad-hoc basis, with no formal schedule in place; the last review occurred over two
years ago. Additionally new user access is provisioned by copying existing user permissions, approved by the Finance Manager without full
visibility of the access scope being approved.

Administrative access was managed through group and menu assignments, but some users job roles did not reflect the group assigned.
Additionally, reliance on a single active administrator account also creates a key person dependency, risking operational delays. Remote
access is managed via Citrix with geo-blocking applied only to Rushmoor-managed devices, however, login remained possible from non-
approved locations and devices not managed by Rushmoor within a 24-hour two factor authorisation window, limiting the effectiveness of
location-based access controls.

Access changes for movers and leavers rely on manual communication, with no formal or documented procedure, increasing the risk of
movers and leavers being left in place.

User authentication activity is not proactively monitored with limited controls in place to detect suspicious login attempts.

There was no defined ownership or monitoring of PCI DSS compliance, although it was acknowledged that work is currently underway by
the council to establish compliance processes.

11
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Union Yard —

Union Yard is a regeneration scheme in Aldershot, the scheme included the demolition of existing buildings and construction of new
homes, student units, commercial and community spaces together with improvements to public space and car parking. The purpose of the
audit was to review the project’s governance framework and the project management process of the regeneration scheme since inception,
including decision making, reporting, communication and risk management.

As part of this audit, we reviewed reports related to the Union Yard project submitted to Cabinet between 2018 and 2025, with an aim to
confirm that the contents and information, particularly on financial modelling and assumptions, were appropriate, consistent, and timely
for proper decision making. In general, we found no concerns regarding the content of reports issued after 2021, the year in which the
main contractor was appointed. However, reports submitted prior to 2021, primarily relating to project appraisal and land acquisition,
were not presented with sufficient information to support fully informed decision-making at that time.

We reviewed the project’s risk register as of February 2025 and noted that risk items were assessed using a structured methodology based
on likelihood and impact, with corresponding RAG (Red-Amber-Green) ratings applied to reflect the overall risk level. While this approach
demonstrated a systematic framework for risk evaluation, certain materialised risks were not specified with the severity of their impact,
additionally, not all risk entries included defined mitigating actions or updates.

Effectiveness of Financial Rules —

The Financial Regulations set out the principles and key controls on how the Council should manage their finance, however, responsibilities
and how these controls should be executed are not clearly documented. It is understood that the Financial Services Manager is working on
internal guidance to address this concern, however this document had not been completed at the time of the audit.

It is a requirement under the Constitution’s Scheme of Delegation that any virements over £50k must be approved by Cabinet and those
below this threshold should be approved by the Executive Directors, Head of Service and Service Managers. However, controls are not
sufficiently robust to ensure all virements are reviewed and approved with proper justifications. Testing found virements above £50k that
had not been reported to / approved by Cabinet, moreover, no approval trails were retained on virements below the threshold to
substantiate that they were approved in line with the Scheme of Delegation.

12
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The Financial Regulations require that all works, goods or services to be supplied to the Council shall be ordered on the Council’s approved
electronic systems and any other electronic or paper-based forms to be approved by the Chief Finance Officer. Under the existing
procedure, Executive Directors, Heads of Service, Corporate Managers and Service Managers are responsible for examining and certifying
invoices, payment vouchers, or accounts arising from sources within their departments and to authorise payments electronically within
Integra’s PO and IAS modules. We understand that officers are granted authorities to authorise payments in these systems up to specific
limits which are recorded in approval forms signed by Executive Directors / Heads of Service. Testing highlighted that not all authorities had
been properly authorised.

We reviewed the list of authorised signatories of the bank account with Lloyds Bank and noted that they are all current employees of the
council. While the Financial Regulations requires that dual signatories are needed for cheques drawn for an amount in excess of £25k, this
control was not being enforced.

Other Sources of Assurance

During the year internal audit have remained cognisant of other sources of assurance from which the Council benefit. Due to legal and
regularity nature of some public sector assurance providers internal audit do not have engagement with or insight into the scope and
timing of their work.

Where appropriate internal audit does coordinate with and place reliance on the outcomes of other assurance providers to minimise
duplication and highlight potential gaps in assurance needs. Additionally, as chief internal auditor | liaise with the external auditors on
matters of mutual interest and to seek opportunities for cooperation in the conduct of audit work.

There were no other sources of assurance considered during the year contributing to my annual conclusion.

Management actions

Where our work identified risks that we considered fell outside the parameters acceptable to the Council, we agreed appropriate

corrective actions and a timescale for improvement with the responsible managers. Progress is periodically reported during the year to the
Audit & Governance Committee through our quarterly internal audit progress reports.

13
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11.

12,

Acceptance of Risk

From the work carried out by the Southern Internal Audit Partnership during the year, | am not aware of any instances where management
have accepted a level of risk that we feel exceeds the organisations risk appetite or risk tolerance.

Themes

The findings and conclusions of multiple engagements, when viewed holistically, can reveal patterns or trends, such as root causes.

Analysis of root cause through assurance work undertaken across the organisation’s framework of governance, risk management and
control processes during the year has highlighted the following themes:

Assurance & Monitoring  n—————
/ACCOUINTA D ity ————————————————————————————————
Process & ProCed eS| m—m—mssmmm
Governance  ——————————

Standards & Policies  n——
Motivation & Incentives
Systems

Competencies & Training  n— —————————

Resources

o
N
IN
o))
o
=
o
o

14

*Definitions to support root cause categorisations are detailed in Annex 3

Anti-Fraud and anti-corruption
In accordance with the internal audit charter and the audit plan, auditors will plan and evaluate their work so as to have a reasonable

expectation of detecting fraud and identifying any significant weaknesses in internal controls.

Whilst not responsible for the detection of fraud within the Council, Southern Internal Audit Partnerships work during 2025/26 has not
identified, and we have not been made aware of, any significant control deficiencies that may pose a significant fraud risk.
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13. Quality Assurance and Improvement

From 1 April 2025, the ‘standards or guidance’ in relation to internal audit are those laid down in the Global Internal Audit Standards,
Application Note: Global Internal Audit Standards in the UK Public Sector and the Code of Practice for the Governance of Internal Audit in UK
Local Government. The collective requirements shall be referred to as the Global Internal Audit Standards in the UK Public Sector.

Standard 8.4 [External Quality Assessment] requires internal audit providers to undergo an external quality assessment every five years. In
September 2025 JC Training Ltd were commissioned to complete an external quality assessment of the Southern Internal Audit Partnership
against the Global Internal Audit Standards in the UK Public Sector.

In considering all sources of evidence the external assessor concluded:

‘SIAP has achieved an excellent result of ‘generally achieves’ in this EQA in

relation to the GIAS and Application Note. The IIA use the term ‘general
. . . . . P S of llA | Standards Partiall Generall Total
achievement’ or ‘general conformance’ to indicate that “internal audit activities contormance | . Conforme/ co:fa,‘i,;.:
were performed in general conformance with the Global Standards.” Achieves | Adieves
Purpose of N/A N/A
Internal Auditing
I include a summary of SIAP’s conformance to the GIAS, below. Overall, | believe Ene 13 13 13
. . . . Professionalism
that the team has achieved an excellent performance given its size, together
i . Governing the 9 3 6 9
with the breadth and depth of the benchmark established by the new GIAS. Internal Audit
Function
Managing the 16 1 15 16
| am delighted to confirm that SIAP fully achieves 46 of the 52 Standards and ‘mgmiltf\udit
unction
generally achieves the remaining six Standards. There are no partial S 1 5 " 1
conformances, or areas where the team do not conform with any Standards. ‘mg:::'ozzd“
52 0 0 6 46 52

| have undertaken ten reviews of diverse internal audit functions using the (new) GIAS to
date and this result puts SIAP firmly within the top quartile and represents the highest
level of achievement and conformance with the new GIAS that | have seen to date.’

15
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14. Disclosure of Non-Conformance

15.

16.

There are no disclosures of Non-Conformance to report. In accordance with Global Internal Audit Standards in the UK Public Sector, | can
confirm through endorsement from the independent external quality assessment that:

‘The Southern Internal Audit Partnership ‘generally conforms’ to the Global Internal Audit Standards in the UK Public Sector and its work is

performed in accordance with the International Professional Practices Framework (endorsed by the IIA).”

Quality Control

Our aim is to provide a service that remains responsive to the needs of the Council and maintains consistently high standards. In
complementing the QAIP this was achieved in 2025-26 through the following internal processes:

o

O O O O O

On-going liaison with management to ascertain risk management, control and governance arrangements, key to corporate success
On-going constructive working relationships with other assurance providers to maintain a cooperative assurance approach.

A tailored audit approach using a defined methodology and assignment control documentation.

Review and quality control of all internal audit work by professional qualified senior staff members.

An external quality assessment against the industry Standards.

Maintenance of Key Performance Indicators and ongoing overview of Internal Audit Strategy and Partnership objectives / actions
(Annexe 2)
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Neil Pitman
Head of Southern Internal Audit Partnership
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Summary of Assurance Reviews Completed 2025-26 Annexe 1

e  LGA Peer Review — Action Plan

e  Capital Programme e  Programme / Project Management (Draft)
e NNDR e  Procurement

e  FMS & Bank Reconciliations e  Cyber —Training & Awareness

e  Sales Ledger e  Treasury Management

e  Risk Management e  Recruitment & Retention

e  Temporary Accommodation e Asset Management & Disposal (Draft)

e  Budget Management

Significant gaps, weaknesses or non-compliance were identified. Improvement is required to the system of governance, risk management and control to
effectively manage risks to the achievement of objectives in the area audited.

Disabled Facility Grants
Effectiveness of Financial Rules
Union Yard

Pay360

e Agency Staff
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Annexe 2
Performance Measurement

Key Performance Indicators

1

Percentage of the agreed audit plan completed (issue of draft / final report) Ongoing 90% 100% f

Audits delivered within agreed timescales (% year to date)

o Toissue of draft report Ongoing 80% 30% n/a

o Toissue of final report Ongoing 80% 12% n/a
G I G I

Conformance with the Global Internal Audit Standards in the UK Public Sector Annual enerafly enerafly <:>
conforms conforms

Audits conducted optimising the effective use of data analytics (% year to date) Ongoing 60% 32% n/a

Stakeholder satisfaction (annual survey)

o Audit Committee 90% 100% n/a

o Senior Management Annual 90% 100% n/a

o Key Contacts 90% 98% n/a

Internal audit effectively communicates with key stakeholders

o Audit Committee 90% 100% n/a

o Senior Management Annual 90% 100% n/a

o Key Contacts 90% 100% n/a

Sufficiency of input to and discussion of the internal audit plan

o Audit Committee 90% 100% n/a

Annual

o Senior Management 90% 100% n/a

Appropriate focus on key risks

o Audit Committee 90% 100% n/a

o Senior Management Annual 90% 100% n/a

o Key Contacts 90% 75% n/a

18
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Internal Audit Strategy 2025/28

Action Target Date Update Status
Innovate to explore a more agile approach to the audit process, building efficiencies and producing more timely feedback to the organisation.
The Terms of Reference for each audit review provides a timeline
) . . . . of audit activity from initial scoping through the final report. This
C.onﬁ.rm expectations of Partners regarding desired reporting Dec 2025 is signed and agreed by both SIAP and the client prior to Complete
timelines and methodology. . . .
commencement. Our KPIs provide outcomes of delivery against
agreed targets.
Complete a detailed analysis of bottle necks in SIAP and external to . ata has been complled throu.ghout the year Ar_1a|y5|s will . .
. . . April 2026 | commence following completion of the 2025/26 internal audit Ongoing
the internal audit function.
plans
. . . . i ! i ! L i
Benchmark with peer audit services and explore opportunities to Ag?nda |t§m to be tak(,en tg Audit Togeth(_er and Local Authority .
. , . . Dec 2026 Chief Auditor Network’ which are two national forums Ongoing
make the process ‘leaner’ through auditor working group. . . .
representing over 150 local authorities to explore good practice.
Optimise the use of technology (including audit management Dec 2027 Currently exploring opportunities to utilise Power Bl and Al Ongoing

software) to deliver efficiencies.

technologies

Embrace and prioritise conformance and embedding of the Global Internal Audit Standards in UK Local Government and maximising their potential to benefit the

organisation and the internal audit function.

Stakeholder, staff training & awareness and alignment of policies,

A programme of training and staff awaydays have provided a
robust overview of the GIAS in the UK PS to the SIAP team. This

. i i i I
procedures, practice and software to the GIAS in UK PS. July 2025 | has been complemented through an updated sw.te of practice Complete
and procedure notes to fully reflect the expectations of the new
Standards
. . . A self-assessment against the GIAS in the UK Public Sector was
Esndertake a self-assessment of compliance with the GIASin the UK July 2025 completed in July 2025 and presented to the external assessor to Complete
help inform the External Quality Assessment.
The External Quality Assessment was commission in July 2025
Commission an early External Quality Assessment to assess and delivered during September — December 2025. An outcome
. . . Dec 2025 . Lo, Complete
compliance with the GIAS in UK PS. report was presented in December 2025 confirming ‘general
conformance’ with the GIAS in the UK PS
Explore supplemental elements of the GIAS in UK PS Standards to An action plan has been developed to explore suggested
P PP Apr 2026 opportunities for improvement highlighted within the External Complete

fully assess value add.

Quality Assessment [December 2025]
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Action Target Date Update Status
Further engage with the organisation to enhance and optimise the full potential of data analytics in the internal audit process
Training and guidance have been delivered and remains in place
Implement a programme of training and awareness. Additional July 2025 for all SIAP staff. Data Analytic Champions are in place as a Comblete
support through Data Analytic Champions ¥ centre of expertise to support SIAP staff in the potential and use P
of data analytics.
Knime has been acquired, implemented and utilise as our
. . . primary data analytic software. A further business case is being
A he effi f | . 202 o\ ) C let
cquire software to support the effective use of data analytics Sep 2025 prepared to assess the addition of Idea to SIAPs suite of software ompiete
solutions.
Regular and ongoing training and awareness is provided to SIAP
Refresh the existing data analytics strategy and promote a culture staff t.o embed the culture and concept of data by default. .
Apr 2026 Additionally, a KPI has been developed to measure demonstrable Ongoing
of data by default. - I . . .
application within the internal audit process. A review of the
strategy will be undertaken during 2026.
. Our Data Analytics Strat ides the f kt iti .
Be assessed as ‘data analytics enabled’. Apr 2028 ur Uata Analytics strategy provides the framework to position Ongoing

the Partnership as data analytics enabled.
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EQA / QAIP Action Plan

Standard | Detail | Target Date | Update | Status
Compliance with the Global Internal Audit Standards in the UK Public Sector; Application Note; and Code Governance

N/A N/A N/A N/A N/A

Suggested areas of improvement

SIAP fully achieves Standard 1.1 Honesty and Professional

Courage and Standard 1.2 Organisations Ethical Expectations
The next scheduled ethics training session for the

Partnership is in May 2026. The training pack is
currently being updated to include practical ethical Complete
dilemmas, ethics scenarios and case studies, common
challenges and how to deal with them.

Going forward within the planned training on these areas and
1.1 & 1.2 | Domain Il in general, detailed in the Learning and Development March 2026
Plan 2024-2026, the Head of Partnership could usefully consider
including practical ethical dilemmas, ethics scenarios or case
studies, common challenges and how to deal with them, in future
learning coverage

SIAP fully achieves Standard 3.1, Competency. To arrange training and support to develop advisory Complete
skills to compliment future client needs (particularly in

SIAP leadership and their stakeholders recognise that additional light of LGR & Devolution).

emphasis on advisory, rather than assurance engagements, will be
needed over the medium term as Local Government
Reorganisation and Devolution proceeds. Additional advisory skills
and learning may be necessary to add value, insight and foresight

3.1 across SIAP. July 2026
Staying up to date with IT and cyber security changes and All IT staff are appropriately required and must Complete
associated developments are a real challenge for any internal maintain comprehensive CPDs to maintain their
audit function. This is normal for any internal audit function. professional accreditation. Additional training /

qualification has been provided in respect of Al in
recognition of its emerging prominence.
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Standard Detail Target Date Update Status

SIAP generally achieves Standard 6.3, Board and Senior
Management Support, and 8.1, Board Interaction.

The Head of Partnership and SIAP have undertaken everything |
would expect of them under these Standards, the related
Application Note and CIPFA Code.

Discuss and present action plans to individual Partners

Where SIAP do not have a direct influence, | am satisfied that the i ’ ;
February developed following assessment of compliance with

. .1 | team have engaged with each partner and client highlighting the . C let
63&8 . 628 . P L ghilgnting 2026 the Code of Practice for the Governance of Internal ompiete
importance of Domain Ill, the Application Note and Code and .
) ) i AR Audit in UK Local Government.
developing an action plan to encourage compliance, highlighting
its importance and their ability as an organisation to confirm in
the 2025/26 Annual Governance Statement that they are
conforming with the GIAS in the UK Public Sector. Some partners
and clients are fully compliant, while others still have some actions
to progress, resulting in a general, rather than full, level of
achievement for SIAP against these Standards.
SIAP fully achieves Standard 8.3, Quality.
Ongoing implementation of actions within the QAIP.
The team revised their Quality Assurance and e  Continue to develop K10 to optimise SIAP
Improvement Programme in June 2025. The result is efficiencies and effectiveness
excellent. SIAP will need to continue to focus on e Review and update the Partnership website
. . . . . December . .
8.3 embedding and implementing the various actions and 2026 e Explore the opportunities presented from the use Ongoing
priorities contained within this document to progress the of Al in the audit process
five identified areas for improvement. | support these
next steps and the periodic reporting of progress to *Actions in relation to Code of Governance &

Topical Requirement covered elsewhere in this

partner and client Audit Committees (or equivalent) and
action plan

senior management, as well as to other key stakeholders.
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Standard

Detail

Target Date

Update

Status

9.2

SIAP generally achieves Standard 9.2, Internal Audit
Strategy.

SIAP has established an Internal Audit Strategy for 2025-2028. This
is clear and well presented, with valid relevant objectives and
priorities for the team to aim for and deliver. This has been
developed with partner and client involvement, but given the
number of partners and clients, it is not practical for this to be
aligned to each separate organisation’s key objectives and
priorities.

The Head of Partnership and SIAP have consciously chosen not to
seek to implement every aspect of this Standard, where it makes
little practical sense to do so, given the size and nature of their
function. In my opinion, this makes perfect sense, as there is little
value in conformance for the sake of conformance, but it does

result in this generally (rather than fully) achieves assessment
here.

N/A

No action — accepting of the fact that due to SIAPs
multi-client provider status we will never fully achieve
this standard.

N/A

9.4

SIAP generally achieves Standard 9.4, Internal Audit Plan.

Going forward, SIAP should add additional detail — ideally bespoke
for each partner or client — on the rationale for not including an
assurance engagement in a high-risk area or activity in its flexible
internal audit plans. SIAP currently includes a short standard
statement, but this would benefit from being more tailored to the
individual partner or client if a “fully achieved’ rating is considered
necessary.

March 2026

Due to the timing of the EQA report and the
development and presentation of the internal audit
plans for 2026/27 we were unable to incorporate the
suggested improvement. The internal audit plan
template has now been updated to ensure future
inclusion of all areas assessed as high priority that are
not covered in the plan along with a reason for their
omission.

Complete
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Standard

Detail

Target Date

Update

Status

111 &
11.3

SIAP fully achieves Standard 11.1, Building Relationships
and Communicating with Stakeholders, and 11.3,
Communicating Results.

At interview, and in the April 2025 SIAP survey responses, some
stakeholders commented whether there was more that could be
done in terms of sharing cross-client themes, issues, results, root
causes and insights. This is an obvious benefit of the partnership
model and Al may enable the development of additional insights
that could be efficiently created and add value.

April 2026

A quarterly bulletin is to be introduced highlighting key
cross-cutting themes and areas of good practice. Itis
intended for the first bulletin to be issued during Q1
2026/27

Ongoing

123 &
13.5

SIAP generally achieves both Standard 12.3, Oversee and
Improve Engagement Performance, and 13.5 Engagement
Resources.

SIAP has set a strategic objective to innovate to explore a more
agile approach to the audit process, building efficiencies and
producing more timely feedback to the organisation. Some
stakeholders at interview, through the April 2025 SIAP survey, and
my own sample of engagements, commented that occasionally
there were delays in the completion of engagements. While there
can be varied reasons for these delays, this may require closer
monitoring and earlier supportive intervention from engagement
managers if delivery is affected and the allocation of additional
resources, where necessary, to help ensure any particularly critical
milestones or deadlines are achieved.

| support the planned actions detailed in the Internal Audit
Strategy 2025-2028 for investigating and addressing these
concerns.

As per
Strategy
December
2025 to
March 2027

To complete objectives within the internal audit
strategy ‘Innovate to explore a more agile approach to
the audit process, building efficiencies and producing
more timely feedback to the organisation’

KPIs have been put in place to help identify process
bottlenecks.

Ongoing
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Standard Detail Target Date Update Status

SIAP fully achieves Standard 13.3, Engagement
Objectives and Scope, 13.4, Evaluation Criteria, and 14.3
Evaluation of Findings

SIAP will need to consider how best to incorporate the l1A’s Topical
Requirements into their methodology, particularly when it comes
to engagement scope and objectives. At the time of this EQA, two

A Practice Note has been developed and incorporated
Topical Requirements have been finalised to date, two have been

March 2026 within SIAPs process to incorporate consideration of

released in draft, and others are in the production pipeline. The Topical Requirements Complete
1;2 first on Cybersecurity comes into effect in February 2026.
&14.3 . . . . ) . ) Ongoing
Additional thinking, guidance and review on what constitutes the Ensure root cause is appropriately captured at year end
‘criteria’ against which performance is assessed could also prove July 2026 | to inform themes to be incorporated within the Annual

beneficial, as this is a key change included within the GIAS. Conclusion(s)

Finally, the use of root cause analysis has commenced within the
team, and the initial results are promising from both a SIAP and
stakeholder perspective. There will be further opportunity to
deliver insights on common root cause categories and themes
across the partner and client base.
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Root Cause Categories

Annexe 3

Category

Definition

Example

Resources

The extent to which the service has sufficient, capable resources,
enabling it to carry out all aspects of its operational duties efficiently
and effectively.

Functions that had been carried out by a now non-existent post have fallen through
the gaps; services have only enough resources to carry out key aspects of operational
delivery, meaning some lower priority tasks are not executed.

Competencies & Training

The extent to which staff are appropriately qualified, trained or
experienced to carry out their role

Lack of training; inappropriate training; ineffective training plans; poor recruitment;
poor training material

Systems

The extent to which systems are fit-for-purpose and support the service
to carry out its operations effectively.

System processes are not available or are not effective, resulting in discrepancies or
workarounds to get the required outcome, system processes are circumvented or
duplicated manually. Processes are carried out manually where systems processes
would be more efficient.

Motivation & Incentives

The extent to which factors such as organisational or personnel change
have impacted on staff desire to carry out their role efficiently and
effectively.

Staff are feeling demotivated by a recent restructuring and removal of some posts,
and do not feel that they should be taking on new responsibilities.

Standards & Policies

The extent to which expected standards have been made clear to staff
and the necessary policies are in place to support these standards.

There is no policy/procedure in place; policies/procedures are out of date;
policies/procedures have not been reviewed within appropriate timescales; policies
etc. are difficult to locate/access; links in policies either do not work or are out of
date.

Governance

The extent to which the service is governed by a clear structure that
sets out the roles and responsibilities of officers, and the service is
supported by appropriate risk management and control systems.

Lack of assigned responsibility and accountability; failure to act / ignorance;
intentional misleading by management to protect themselves; underqualified /
trained Board members.

Process & Procedures

The extent to which established processes are operating effectively and
are supported by defined procedures.

Failure to follow set procedures (take care re materiality/proportionality); lack of
separation of duties; controls being bypassed.

Accountability

The extent to which roles and responsibilities for decision-making have
been defined and are accepted and acted on by all parties.

Unclear expectations; avoiding responsibility; lack of management oversight; poor
communication.

Assurance & Monitoring

The extent to which internal and/or external checking controls exist to
monitor the effectiveness of, and provide assurance to, the service.

Unclear responsibility; not identifying and/or taking action on recurring problems;
checking the wrong things; under-sampling
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