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10. INFORMING THE AUDIT RISK ASSESSMENT FOR HEREFORDSHIRE 
COUNCIL   

3 - 24  

   
 To note and comment on the external auditors’ report on the risk 

assessment for the council 
 

   





Further information on the subject of this report is available from 
Peter Robinson, Chief Financial Officer, on Tel (01432) 383519 

 

 

MEETING: AUDIT & GOVERNANCE COMMITTEE 

MEETING DATE: 18 MARCH 2014 

TITLE OF REPORT: INFORMING THE AUDIT RISK ASSESSMENT 
FOR HEREFORDSHIRE COUNCIL 

REPORT BY: CHIEF FINANCIAL OFFICER 
 

Alternative Options 

1. There are no Alternative Options  

Reasons for Recommendations 

2. The purpose of this report is to contribute towards the effective two-way 
communication between auditors and the council's Audit and Governance Committee, 
as 'those charged with governance'. The report covers some important areas of the 
auditor risk assessment where external audit are required to make enquiries of the 
Audit and Governance Committee under auditing standards. 

Classification  

Open 

Key Decision  

This is not an executive decision.  

Wards Affected 

County-wide  

Purpose 

To note and comment on the external auditors’ report on the risk assessment for the 
council. 

Recommendation(s) 

THAT:  the Audit and Governance Committee consider the management responses 
to the risk assessment and note the report. 

AGENDA ITEM 10
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Further information on the subject of this report is available from 
Peter Robinson, Chief Financial Officer, on Tel (01432) 383519 

 

Key Considerations 

3. Grant Thornton’s audit risk assessment report for Herefordshire council is attached as 
an appendix. This report covers some important areas of the auditor risk assessment 
where the auditors are required to make enquiries of the Audit and Governance 
Committee under auditing standards.  

4. As part of the auditors’ risk assessment procedures they are required to obtain an 
understanding of management processes and the Audit and Governance 
Committee's oversight of the following areas: 
• fraud 
• laws and regulations 
• going concern. 

5. This report includes a series of questions on each of these areas and the response 
received from the council's management. The Audit and Governance Committee 
should consider whether these responses are consistent with its understanding and 
whether there are any further comments it wishes to make. 

Community Impact 

6. None 

Equality and Human Rights 

7. There are no implications arising from this report 

Financial Implications 

8. None 

Legal Implications 

9. None 

Risk Management 

10. The report has identified the key areas of risk and Grant Thornton will report their 
findings to future meetings of the Audit and Governance Committee. 

Consultees 

11. None 

Appendices 
12. Grant Thornton’s report ‘Informing the audit risk assessment for Herefordshire 
 Council’ 
 
Background Papers 
• None identified. 
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ar
tm

en
ts
?

-
H
av
e 
yo
u 
id
en
tif
ie
d 
an
y 
sp
ec
ifi
c 
fr
au
d 
ris
ks
?

-
D
o 
yo
u 
ha
ve
 a
ny
 c
on
ce
rn
s 
th
er
e 
ar
e 
ar
ea
s 
th
at
 a
re
 a
t 

ris
k 
of
 fr
au
d?

-
A
re
 th
er
e 
pa
rt
ic
ul
ar
 lo
ca
tio
ns
 w
ith
in
 th

e 
C
ou
nc
il 
w
he
re
 

fr
au
d 
is
 m

or
e 
lik
el
y 
to
 o
cc
ur
?

W
e 
do
 n
ot
 s
us
pe
ct
 fr
au
d 
is
 o
cc
ur
rin
g 
w
ith
in
 th
e 
C
ou
nc
il.
 H
ow
ev
er
, e
vi
de
nc
e 

pu
bl
is
he
d 
by
 th
e 
N
at
io
na
l F
ra
ud
 a
ut
ho
rit
y 
am
on
gs
t o
th
er
s,
 s
ug
ge
st
s 
th
at
 fr
au
d 
is
 

co
m
m
itt
ed
 in
 a
ll 
or
ga
ni
sa
tio
ns
 to
 v
ar
yi
ng
 d
eg
re
es
, s
o 
it 
is
 p
os
si
bl
e 
th
at
 s
om
e 
fr
au
d 
is
 

oc
cu
rr
in
g 
at
 H
er
ef
or
d.
 In
 o
rd
er
 to
 m
iti
ga
te
 fr
au
d 
oc
cu
rr
in
g 
th
e 
C
ou
nc
il 
ha
s 
a 
nu
m
be
r 

of
 p
ro
ce
ss
es
 in
 p
la
ce
.

T
he
 in
te
rn
al
 a
ud
it 
pl
an
 in
co
rp
or
at
es
 c
on
si
de
ra
tio
n 
of
 p
ot
en
tia
l f
ra
ud
 r
is
ks
 a
nd
 h
ow
 

th
es
e 
ar
e 
to
 b
e 
m
iti
ga
te
d,
 fo
r 
ex
am
pl
e 
th
ro
ug
h 
th
e 
re
vi
ew
s 
of
 th
e 
C
ou
nc
il'
s 
ke
y 

sy
st
em
s 
an
d 
th
e 
w
or
k 
it 
co
m
pl
et
es
 o
n 
th
e 
C
ou
nc
ils
 A
nt
i-F
ra
ud
 p
ro
ce
ss
es
 to
 e
ns
ur
e 

th
at
 th
ey
 a
re
 fi
t f
or
 p
ur
po
se
.

In
 a
dd
iti
on
 to
 th
is
 m
an
ag
em
en
t i
s 
ex
pe
ct
ed
 to
 id
en
tif
y 
an
d 
re
co
rd
 fr
au
d 
ris
ks
 w
he
re
 

ne
ce
ss
ar
y 
on
 th
e 
co
rp
or
at
e 
ris
k 
re
gi
st
er
. T
he
re
 a
re
 s
om
e 
ar
ea
s 
th
at
 a
re
 in
he
re
nt
ly
 a
t 

ris
k 
su
ch
 a
s:

-
C
ou
nc
il 
ta
x;
 a
nd

-
H
ou
si
ng
 b
en
ef
it 

H
ow
ev
er
, t
he
re
 is
 a
 d
ed
ic
at
ed
 b
en
ef
its
 te
am
 w
ith
in
 th
e 
C
or
po
ra
te
 F
in
an
ce
 d
iv
is
io
n 

w
hi
ch
 in
ve
st
ig
at
es
 a
ny
 p
ot
en
tia
l f
ra
ud
 is
su
es
.
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Fr
au

d 
ris

k 
as

se
ss

m
en

t 

Q
u
es
ti
o
n

M
an
ag
em
en
t r
es
p
o
n
se

A
re

yo
u 
sa
tis
fie
d 
th
at
 th
e 
ov
er
al
l c
on
tr
ol
 e
nv
iro
nm

en
t, 

in
cl
ud
in
g:

-
T
he
 p
ro
ce
ss
 fo
r r
ev
ie
w
in
g 
th
e 
sy
st
em

 o
f i
nt
er
na
l 

co
nt
ro
l;

-
In
te
rn
al
 c
on
tr
ol
s,
 in
cl
ud
in
g 
se
gr
eg

at
io
n 
du
tie
s;

-
E
xi
st
 a
nd
 w
or
k 
ef
fe
ct
iv
el
y 

If 
no
t w

he
re
 a
re
 th
e 
ris
k 
ar
ea
s?

W
ha
t o
th
er
 c
on
tr
ol
s 
ar
e 
in
 p
la
ce
 to

 h
el
p 
pr
ev
en
t, 
de
te
r o

r 
de
te
ct
 fr
au
d?

Y
es
 

In
 th
e 
A
nn
ua
l A
ss
ur
an
ce
 S
ta
te
m
en
t i
ss
ue
d 
in
 J
ul
y 
20
13
 fo
r t
he
 in
te
rn
al
 a
ud
its
 c
ar
rie
d 

ou
t i
n 
th
e 
pr
ev
io
us
 y
ea
r 
th
e 
H
ea
d 
of
 In
te
rn
al
 A
ud
it 
co
nc
lu
de
d:
 'I
n 
ou
r 
op
in
io
n,
 th
e 

C
ou
nc
il 
ha
s 
ad
eq
ua
te
 a
nd
 e
ffe
ct
iv
e 
ris
k 
m
an
ag
em
en
t, 
co
nt
ro
l a
nd
 g
ov
er
na
nc
e 

pr
oc
es
se
s 
to
 m
an
ag
e 
th
e 
ac
hi
ev
em
en
t o
f i
ts
 o
bj
ec
tiv
es
, e
xc
ep
t f
or
 th
os
e 
ar
ea
s 

hi
gh
lig
ht
ed
 a
s 
lim
ite
d 
in
 A
pp
en
di
x 
1.
 In
 th
es
e 
ar
ea
s 
ag
re
ed
 im
pr
ov
em
en
t p
la
ns
 a
re
 in
 

pl
ac
e.
'  
   
   
   
   
   
   
   
   
   
   
 

[A
pp
en
di
x 
1:
 T
ho
se
 in
te
rn
al
 a
ud
its
 g
iv
en
 a
 'L
im
ite
d 
O
pi
ni
on
' i
n 
20
12
/2
01
3 
w
er
e:
 

In
co
m
e 
C
ol
le
ct
io
n 
–
In
du
st
ria
l L
et
s 
; L
eg
al
 S
er
vi
ce
s;
 D
at
a 
P
ro
te
ct
io
n;
 P
ub
lic
 H
ea
lth
 -

F
oo
d 
Li
ce
ns
in
g.
]
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H
ow

do
 y
ou
 c
om

m
un
ic
at
e 
to
 e
m
pl
oy
ee
s 
ab
ou
t y
ou
r 

vi
ew

s 
on
 b
us
in
es
s 
pr
ac
tic
es
 a
nd
 e
th
ic
al
 b
eh
av
io
ur
?

H
ow

 d
o 
yo
u 
en
co
ur
ag

e 
st
af
f t
o 
re
po
rt
 th
ei
r 
co
nc
er
ns
 

ab
ou
t f
ra
ud
?

W
ha
t c
on
ce
rn
s 
ar
e 
st
af
f e
xp
ec
te
d 
to
 r
ep
or
t a
bo
ut
 fr
au
d?

T
he
 C
ou
nc
il 
ha
s 
an
 A
nt
i-F
ra
ud
 S
tr
at
eg
y 
an
d 
a 
W
hi
st
le
bl
ow
in
g 
pr
oc
ed
ur
e 
in
 p
la
ce
 

w
hi
ch
 e
xp
la
in
s 
th
e 
pr
oc
ed
ur
es
 to
 fo
llo
w
 w
he
n 
st
af
f n
ee
d 
to
 r
ai
se
 a
ny
 fr
au
d 
co
nc
er
ns
 

T
he
se
 p
ol
ic
ie
s 
an
d 
pr
oc
ed
ur
es
 a
re
 a
va
ila
bl
e 
to
 a
ll 
st
af
f v
ia
 th
e 
C
ou
nc
il'
s 
in
tr
an
et
. 

F
ro
m
 a
 fr
au
d 
an
d 
co
rr
up
tio
n 
pe
rs
pe
ct
iv
e,
 w
ha
t a

re
 

co
ns
id
er
ed
 to
 b
e 
hi
gh

-r
is
k 
po
st
s?

-H
ow

 a
re
 th
e 
ris
ks
 re

la
tin
g 
to
 th
es
e 
po
st
s 
id
en
tif
ie
d,
 

as
se
ss
ed
 a
nd
 m

an
ag

ed
?

T
he
re
 a
re
 n
ot
 a
ny
 s
ig
ni
fic
an
tly
 h
ig
h-
ris
k 
po
st
s 
id
en
tif
ie
d
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Fr
au

d 
ris

k 
as

se
ss

m
en

t 

Q
u
es
ti
o
n

M
an
ag
em
en
t r
es
p
o
n
se

A
re
 y
ou
 a
w
ar
e 
of
 a
ny
 r
el
at
ed
 p
ar
ty

re
la
tio
ns
hi
ps
 o
r 
tr
an
sa
ct
io
ns
 th
at
 c
ou
ld
 g
iv
e

ris
e 
to
 r
is
ks
 o
f f
ra
ud
?

-H
ow

 d
o 
yo
u 
m
iti
ga

te
th
e 
ris
ks
 a
ss
oc
ia
te
d 
w
ith
 fr
au
d 

re
la
te
d 
to
 r
el
at
ed
 p
ar
ty
 r
el
at
io
ns
hi
ps
 a
nd
 tr
an
sa
ct
io
ns

T
he
 2
01
2/
13
 fi
na
nc
ia
l s
ta
te
m
en
t d
is
cl
os
ur
e 
of
 r
el
at
ed
 p
ar
ty
 tr
an
sa
ct
io
ns
 d
oe
s 
no
t 

id
en
tif
y 
an
y 
po
te
nt
ia
l f
ra
ud
 r
is
k

M
em
be
rs
 a
nd
 o
ffi
ce
rs
 a
re
 r
eq
ui
re
d 
to
 m
ak
e 
fu
ll 
di
sc
lo
su
re
 o
f a
ny
 r
el
at
io
ns
hi
ps
 th
at
 

im
pa
ct
 o
n 
th
ei
r 
ro
le
s.
 M
em
be
rs
 a
re
 r
eq
ui
re
d 
to
 d
ec
la
re
 a
ny
 r
el
ev
an
t i
nt
er
es
ts
 a
t 

C
ou
nc
il 
an
d 
C
om
m
itt
ee
 m
ee
tin
gs
 

W
ha
ta
rr
an
ge

m
en
ts
 a
re
 in
 p
la
ce
 to

 r
ep
or
t f
ra
ud
 is
su
es
 to
 

A
ud
it 
C
om

m
itt
ee
?

In
te
rn
al
 A
ud
it 
pr
ov
id
ed
 th
e 
A
ud
it 
an
d 
G
ov
er
na
nc
e 
C
om
m
itt
ee
 w
ith
 u
pd
at
es
 o
f t
he
ir 

w
or
k 
on
 fr
au
d 
pr
ev
en
tio
n 
an
d 
de
te
ct
io
n,
 in
cl
ud
in
g 
an
y 
si
gn
ifi
ca
nt
 id
en
tif
ie
d 
fr
au
ds
 a
nd
 

th
e 
ac
tio
n 
ta
ke
n.
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th
e 
ac
tio
n 
ta
ke
n.
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La
w

s a
nd

 re
gu

la
tio

ns

Is
su
e

M
at
te
rs
 in
 r
el
at
io
n
to
 la
w
s 
an
d
 r
eg
u
la
ti
o
n
s

IS
A
(U
K
&
I)
25
0 
re
qu

ire
s 
us
 to
 c
on
si
de
r 
th
e 
im
pa
ct
  o
f l
aw

s 
an
d 
re
gu

la
tio
ns
 in
 a
n 
au
di
t o
f t
he
 fi
na
nc
ia
l s
ta
te
m
en
ts
.

M
an
ag

em
en
t, 
w
ith
 th

e 
ov
er
si
gh

t o
f t
he
 A
ud
it 
C
om

m
itt
ee
, i
s 
re
sp
on
si
bl
e 
fo
r e

ns
ur
in
g 
th
at
 th
e 
C
ou
nc
il'
s 
op
er
at
io
ns
 a
re
 c
on
du
ct
ed
 in
 

ac
co
rd
an
ce
 w
ith
 la
w
s 
an
d 
re
gu

la
tio
ns
 in
cl
ud
in
g 
th
os
e 
th
at
 d
et
er
m
in
e 
am

ou
nt
s 
in
 th

e 
fin
an
ci
al
 s
ta
te
m
en
ts
. 

A
s 
au
di
to
r,
 w
e 
ar
e 
re
sp
on
si
bl
e 
fo
r o

bt
ai
ni
ng

 r
ea
so
na
bl
e 
as
su
ra
nc
e 
th
at
 th
e 
fin
an
ci
al
 s
ta
te
m
en
ts
 a
re
 fr
ee
 fr
om

 m
at
er
ia
l m

is
st
at
em

en
t d
ue
 to
 

fr
au
d 
or
 e
rr
or
, t
ak
in
g 
in
to
 a
cc
ou
nt
 th
e 
ap
pr
op
ria
te
 le
ga

l a
nd
 r
eg

ul
at
or
y 
fr
am

ew
or
k.
 A
s 
pa
rt
 o
f o
ur
 r
is
k 
as
se
ss
m
en
t p
ro
ce
du
re
s
w
e
ar
e 

re
qu

ire
d 
to
 m
ak
e 
in
qu

iri
es
 o
f m

an
ag

em
en
t a
nd
 th
e 
A
ud
it 
C
om

m
itt
ee
 a
s 
to
 w
he
th
er
 th
e 
en
tit
y 
is
 in
 c
om

pl
ia
nc
e 
w
ith
 la
w
s 
an
d 
re
gu

la
tio
ns
. 

W
he
re
 w
e 
be
co
m
e 
aw

ar
e 
of
 in
fo
rm

at
io
n 
of
 n
on
-c
om

pl
ia
nc
e 
or
 s
us
pe
ct
ed
 n
on
-c
om

pl
ia
nc
e 
w
e 
ne
ed
 to
 g
ai
n 
an
 u
nd
er
st
an
di
ng

 o
f t
he
 n
on
-
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W
he
re
 w
e 
be
co
m
e 
aw

ar
e 
of
 in
fo
rm

at
io
n 
of
 n
on
-c
om

pl
ia
nc
e 
or
 s
us
pe
ct
ed
 n
on
-c
om

pl
ia
nc
e 
w
e 
ne
ed
 to
 g
ai
n 
an
 u
nd
er
st
an
di
ng

 o
f t
he
 n
on
-

co
m
pl
ia
nc
e 
an
d 
th
e 
po
ss
ib
le
 e
ffe

ct
 o
n 
th
e 
fin
an
ci
al
 s
ta
te
m
en
ts
.

R
is
k 
as
se
ss
m
en
t q
ue
st
io
ns
 h
av
e 
be
en
 s
et
 o
ut
 b
el
ow

 to
ge

th
er

w
ith
 r
es
po
ns
es
 fr
om

 m
an
ag

em
en
t.
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Im
pa

ct
 o

f 
law

s a
nd

 re
gu

la
tio

ns

Q
u
es
ti
o
n

M
an
ag
em
en
t r
es
p
o
n
se

H
ow

 d
oe
s 
m
an
ag

em
en
t g
ai
n 
as
su
ra
nc
e 
th
at
 a
ll 
re
le
va
nt
 la
w
s 

an
d 
re
gu

la
tio
ns
 h
av
e 
be
en
 c
om

pl
ie
d 
w
ith
?

T
he
 r
ol
e 
of
 th
e 
M
on
ito
rin
g 
O
ffi
ce
r i
s 
de
fin
ed
 in
 th
e 
C
on
st
itu
tio
n 
as
 'r
es
po
ns
ib
le
 

fo
r r
ep
or
tin
g 
th
e 
ac
tu
al
 o
r 
po
te
nt
ia
l b
re
ac
h 
of
 a
 le
ga
l r
eq
ui
re
m
en
t t
o 
th
e 

C
ou
nc
il 
m
ee
tin
g 
or
 C
ab
in
et
'.

T
he
 m
on
ito
rin
g 
O
ffi
ce
r i
s 
su
pp
or
te
d 
by
 a
 te
am
 o
f L
eg
al
 a
nd
 D
em
oc
ra
tic
 

S
er
vi
ce
s 
O
ffi
ce
rs
 a
nd
 th
e 
R
es
ili
en
ce
 T
ea
m
. T
og
et
he
r 
th
ey
 a
dv
is
e 
hi
m
 o
f a
ny
 

m
at
te
rs
 o
f c
on
ce
rn
.

T
he
 M
on
ito
rin
g 
O
ffi
ce
r s
ee
s 
al
l r
ep
or
ts
 to
 th
e 
O
ffi
ce
r L
ea
de
rs
hi
p 
T
ea
m
 a
nd
 a
ll 

re
po
rt
s 
to
 M
em
be
rs
.

A
ll 
re
po
rt
s 
to
 M
em
be
rs
 a
re
 r
eq
ui
re
d 
to
 h
av
e 
a 
le
ga
l i
m
pl
ic
at
io
ns
 s
ec
tio
n 
an
d 
a 

ris
k 
se
ct
io
n.
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ris
k 
se
ct
io
n.

T
he
 s
ec
tio
n 
15
1 
of
fic
er
 is
 r
es
po
ns
ib
le
 fo
r p
re
pa
rin
g 
th
e 
ac
co
un
tin
g 
st
at
em
en
t 

in
 a
cc
or
da
nc
e 
w
ith
 r
el
ev
an
t l
eg
al
 a
nd
 r
eg
ul
at
or
y 
re
qu
ire
m
en
ts
.

H
ow

 is
 th

e 
A
ud
it 
C
om

m
itt
ee
 p
ro
vi
de
d 
w
ith
 a
ss
ur
an
ce
 th
at
 a
ll 

re
le
va
nt
 la
w
s 
an
d 
re
gu

la
tio
ns
 h
av
e 
be
en
 c
om

pl
ie
d 
w
ith
?

T
he
 M
on
ito
rin
g 
O
ffi
ce
r (
or
 r
ep
re
se
nt
at
iv
e)
 a
tte
nd
s 
A
ud
it 
an
d 
G
ov
er
na
nc
e 

C
om
m
itt
ee
 M
ee
tin
gs
 w
he
n 
le
ga
l i
ss
ue
s 
ar
is
e 
an
d 
ad
vi
se
s 
m
em
be
rs
 o
n 
an
y 

ar
ea
s 
of
 c
on
ce
rn
.
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Im
pa

ct
 o

f 
law

s a
nd

 re
gu

la
tio

ns

Q
u
es
ti
o
n

M
an
ag
em
en
t r
es
p
o
n
se

H
av
e 
th
er
e 
be
en
 a
ny
 in
st
an
ce
s 
of
  n
on
-c
om

pl
ia
nc
e 
or
 

su
sp
ec
te
d 
no
n-
co
m
pl
ia
nc
e 
w
ith
 la
w
 a
nd
 r
eg

ul
at
io
n 
si
nc
e 
1
A
pr
il 

20
13
, o
r 
ea
rli
er
 w
ith
 a
n 
on
-g
oi
ng

 im
pa
ct
 o
n 
th
e
20
13
/1
4 

fin
an
ci
al
 s
ta
te
m
en
ts
?

T
he
 fo
llo
w
in
g 
th
re
e 
au
di
t f
ol
lo
w
 u
ps
, c
ar
rie
d 
ou
t s
in
ce
 1
st
 A
pr
il 
20
13
, a
ls
o 
ga
ve
 

a 
'L
im
ite
d'
 o
pi
ni
on
: H
ea
lth
 &
 S
af
et
y,
 F
oo
d 
H
yg
ie
ne
, a
nd
 D
at
a 
P
ro
te
ct
io
n,
 

ho
w
ev
er
 a
ct
io
n 
pl
an
s 
ar
e 
in
 p
la
ce
 a
nd
 p
ro
gr
es
s 
ha
s 
be
en
 m
ad
e 
to
 r
ed
uc
e 
ris
k .

Is
 th
er
e 
an
y 
ac
tu
al
 o
r 
po
te
nt
ia
l l
iti
ga

tio
n 
or
 c
la
im
s 
th
at
 w
ou
ld
 

af
fe
ct
 th
e 
fin
an
ci
al
 s
ta
te
m
en
ts
?

T
he
re
 is
 a
n 
on
go
in
g 
ca
se
 in
vo
lv
in
g 
a 
cl
ai
m
 fr
om
 a
 c
ar
e 
ho
m
e 
. T
he
re
 is
 a
ls
o 
a 

di
sp
ut
e 
w
ith
 A
m
ey
W
ye
 V
al
le
y 
ar
ou
nd
 a
m
ou
nt
s 
du
e 
to
 a
nd
 fr
om
 th
em
 a
t t
he
 

cl
os
e 
of
 th
e 
co
nt
ra
ct
.  
A
 b
ud
ge
t h
as
 b
ee
n 
se
t a
si
de
 to
 c
ov
er
 th
es
e.
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