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AGENDA ITEM NO. 11
INTERNAL AUDIT PLAN PROGRESS REPORT 2012/13

Committee: Finance & Governance Committee

Date: 31st January 2013

Author: Trevor Bowd – Principal Auditor
[M224]

1.0 ISSUE

1.1 To report on the work of Internal Audit for the period April 2012 to December
2012.

2.0 RECOMMENDATION(S)

2.1 That the Committee note the work undertaken by Internal Audit during the first
nine months of the financial year 2012/13.

3.0 BACKGROUND/OPTIONS

3.1 The Cipfa Code of Practice for Internal Audit in Local Government in the
United Kingdom requires that in addition to producing an annual report, the
Head of Internal Audit (Principal Auditor) should make arrangements for
interim reporting in the course of the financial year. The attached report
covers the following areas:-

 The Role of Internal Audit,
 A summary of Work Undertaken,
 Limited/No Assurance Reviews,
 Follow up of Recommendations

4.0 ARGUMENTS/CONCLUSIONS

4.1 A more detailed report on the work of Internal Audit will be produced at the
end of the financial year.

5.0 FINANCIAL IMPLICATIONS/EQUALITY IMPACT ASSESSMENT

5.1 There are no additional financial implications arising from this report.

5.2 Equality Impact Assessment (INRA) not required.

6.0 APPENDICES

6.1 Appendix 1 – Interim Progress Report April 2012 to December 2012.
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Background Documents
None

Location
Room 207
The Grange,
Ely

Contact Officer
Trevor Bowd
Principal Auditor
(01353) 665555
E-mail:
trevor.bowd@eastcambs.gov.uk
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APPENDIX 1

INTERNAL AUDIT

INTERIM PROGRESS REPORT APRIL 2012 TO DECEMBER 2012

Trevor Bowd – Principal Auditor

1. INTRODUCTION

The annual audit plan for the financial year 2012/2013 was approved by the former Audit &
Budget Monitoring Sub-Committee in April 2012. The Chartered Institute of Public Finance
and Accountancy (CIPFA) Code of Practice for Internal Audit in Local Government in the UK
2006 states under Standard 10 (Reporting), that in addition to the annual report, the Head of
Internal Audit should make arrangements for interim reporting on the work of Internal Audit
during the course of the year.

The purpose of this report is to inform Members on progress made to deliver the annual
Internal Audit plan for the financial year 2011/12. The report covers the following areas:-

 The Role of Internal Audit
 Summary of Work Undertaken
 Limited/No Assurance Reviews
 Follow up of Recommendations

2. THE ROLE OF INTERNAL AUDIT

The role of Internal Audit is to review, appraise and report on the effectiveness and efficiency
of financial and other management controls and is achieved by undertaking a programme of
audit reviews across the full range of the Council’s functions. Internal Audit is often referred
to as the third line of defence in that it provides an independent assurance that processes
and procedures are operating satisfactorily.

3. SUMMARY OF WORK UNDERTAKEN

The former Audit & Budget Monitoring Sub-Committee approved the Internal Audit plan for
the financial year 2012/13 in April 2012. A total of 350 days are included in the plan with 90
of these days being provided by Forest Heath District Council. To the end of December
2012 a total of 254 days had been completed which represents 72% of the plan.

A significant proportion of the audit plan in the first half of the financial year is concerned
more with corporate work which forms part of the role of the Principal Auditor and includes
the following:-

 Annual review of the Code of Corporate Governance
 Annual review of the effectiveness of internal audit
 Annual Internal Audit Report and Opinion
 Production of the Annual Governance Statement
 Risk Management



Internal Audit – Financial Services
2

 Counter Fraud work including the National Fraud Initiative and raising general fraud
awareness

Table 1 to this report details the final reports issued, the number of recommendations made,
the level of assurance given and a brief summary of the significant issues arising from the
reviews. A further five audit reviews were in progress at the end of December 2012:-

 Council Tax
 Emergency Planning
 Housing Benefit
 NNDR
 Payroll

Table 2 details two reports issued as a result of special investigations conducted by Internal
Audit, which by their very nature were not included in the agreed audit plan.

The first investigation related to a review of Housing Services, looking at the continuing high
levels of expenditure in relation to homelessness, in particular bed and breakfast
accommodation. The report contained a total of 27 recommendations and an action plan
has been agreed to implement these. A number of the recommendations been implemented
and Internal Audit will continue to monitor implementation of the remainder over the coming
months.

The second investigation, which was less complex and required less resource, concerned
the unauthorised use of the Council’s Business Address Service provided through the e-
space Centres. Although there was no financial risk to the Council there were possible
reputational risks, and Internal Audit were requested to conduct an investigation as there
were concerns that a business could potentially be operating in a fraudulent manner. The
outcome of the investigation was successful in that the business concerned removed the e-
space business address from its website.

4. LIMITED/NO ASSURANCE REVIEWS

Internal Audit, along with other assurance processes of the Council, has a statutory
obligation under the Accounts and Audit (Amendment) (England) Regulations 2006 to
provide assurance from the work they undertake in respect to the internal control systems
operating within the Council. The assurances gained from individual reviews are used to
support the Internal Audit Opinion on the system of internal control, which is included in the
Annual Internal Audit Report, which then feeds into the Annual Governance Statement.

Each audit review is given one of four levels of assurance, ranging from Full Assurance
down to No Assurance. See Table 3 for definition of audit assurance. As can be seen from
Table 1 all reviews of planned audits completed to date have received a significant
assurance rating.

5. FOLLOW UP OF AUDIT RECOMMENDATIONS

One measure of the effectiveness of internal audit is the acceptance and implementation of
audit recommendations. During the financial year 2011/12 a total of 52 recommendations
were made and these are in the progress of being followed up to ensure they have been
implemented. Progress will be included in the Annual Internal Audit Report, which will be
presented to this Committee in June 2013.
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6. CONCLUSION

There have been some amendments to the original audit plan approved in April 2012 mainly
as a result of the significant audit resources required to undertake the special investigation
reviews. Work to complete the revised audit plan is progressing well with three reviews
completed, five in progress and a further seven yet to be started. The main focus will be to
complete the audits of key financial systems which are audited near to the end of the
financial year to ensure that the testing of controls covers as much of the financial year as
possible.

Principal Auditor
January 2013
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Table 1 – Final Audit Reports Issued April 2012 to December 2012

Report No Audit Area
Number of

Recommendations
Made

High Medium Low Level of
Assurance

2012/01 Health & Safety Follow Up 3 0 3 0 SIGNIFICANT

2012/04 Car Parking Income 5 0 5 0 SIGNIFICANT

2012/05 Ely Markets 6 0 3 3 SIGNIFICANT

Table 2 – Final Audit Reports Issued - Special Investigations

Report No Audit Area
Number of

Recommendatio
ns Made

Notes

2012/02 Special Investigation - Housing Services 27 An action plan to
implement the
recommendations is in
place.

2012/03 Special Investigation – e-space Business Address
Service

0

Notes

The two Special Investigation reports on Housing Services and e-space Business Address Service differ from the normal
audit report format in that they do not include an opinion on the level of assurance as they looked at specific issues rather
than a system in its entirety.
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Table 3 – Definition of Audit Assurance

For each audit, we arrive at a conclusion that assesses the level of assurance we can provide. This will then feed into the annual audit opinion on the system
of internal control, which forms part of the Annual Internal Audit Report.

There are four assurance classifications, based on an evaluation of the system controls in place and whether the controls said to be in place are being
consistently applied.

OPINION EVALUATION OPINION TESTING OPINION GUIDE FOR AWARDING
Full Assurance There are sound controls in place

designed to mitigate the risks
identified.

The controls are being consistently
applied.

Only low priority or no
recommendations.

Significant Assurance While basically there are sound
controls in place, there are risks
without controls, which put some of
the system objectives at risk.

There is evidence that the level of
non-compliance identified may put
some of the system objectives at
risk.

Predominantly low or medium priority
recommendations.

Limited Assurance There are risks without effective
controls, which put the system
objectives at risk.

The level of non-compliance puts the
system objectives at risk.

Predominantly medium with some
high priority recommendations

No Assurance There are risks without controls,
which leave the system open to
significant error or abuse.

Significant non-compliance with
basic controls leaves the system
open to error or abuse.

A significant proportion of high
priority recommendations.


