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Audit Committee Meeting Agenda Item:  
 
Meeting Date 14 December 2011 

Report Title Internal Audit – Six-Month Interim Report 

Portfolio Holder Cllr Dewar-Whalley – Finance and Performance 

SMT Lead Mark Radford – Corporate Services Director 

Head of Service Brian Parsons – Head of Audit Partnership 

Lead Officer Brian Parsons – Head of Audit Partnership 

Key Decision No 

Classification Open 

  
Recommendation That the Audit Committee agrees that the report 

provides evidence of an effective internal audit and 
assurance that management is taking the 
necessary action to implement audit 
recommendations. 

 
Purpose of Report and Executive Summary 
 
1.1 The report provides details of the work of the Internal Audit Team between April 

and September 2011. The Audit Committee is asked to agree that the work 
provides evidence of an adequate and effective audit service. 

 
2 Background 
 
2.1 The principal objective of the Internal Audit service is to examine and evaluate 

the adequacy of internal control within the various systems, procedures and 
processes that are operated by the Council. 

 
2.2 Internal Audit is a statutory function under the Accounts and Audit Regulations 

2011 which state that the Council must undertake an adequate and effective 
internal audit of its system of internal control in accordance with the proper 
practices in relation to internal control. 

 
2.3 The adequacy of the internal control environment is a key governance issue. 

Therefore, the Audit Committee needs to be satisfied with the audit arrangements 
and to be aware of the issues arising from audit work. 

 
2.4 Within its Terms of Reference the Audit Committee needs to review summary 

internal audit reports and the main issues arising, and seek assurance that action 
has been taken where necessary. The Committee therefore needs to be satisfied 
that the audit process is working effectively and that management is taking the 
necessary action to implement agreed audit recommendations. 
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2.5 A total of eleven audit projects were completed between April and September 
2011 (Appendix I).  

 
 Reporting 
 
2.6 The six-monthly Interim Report is principally intended to inform the Committee of 

the work of the Internal Audit Team during the first half of the financial year. An 
annual report, which will be provided to the Committee in May 2012, will provide a 
more detailed review of internal audit work and will include an assessment of the 
Council’s overall internal control environment, in support of the Annual 
Governance Statement. 

 
 Assurance Assessments 
 
2.7 Each audit review includes an assurance assessment in terms of the adequacy of 

controls. This represents the ‘audit opinion’. Appendix II shows that, of the eleven 
projects completed during the six month period, three were assessed as 
providing ‘limited’ control assurance.  

 
2.8 Appendix III shows that five projects were assessed as providing ‘substantial’ 

control assurance. 
 
2.9 Three audit projects were not appropriate for a controls assessment being, 

National Fraud Initiative, HCA Grants and Interreg Mosaic Project. These are also 
shown at Appendix III. 

 
2.10 A table showing the definitions of the assurance categories is attached at 

Appendix VI. 
 
 Follow-ups 
 
2.8 A follow-up is completed, usually three to six months after the date of issue of 

each original report. The follow-up allows the adequacy of controls to be 
reassessed. Management is expected to have taken the necessary action to 
address the control weaknesses before the follow-up is undertaken. The results 
of follow-ups carried out between April and September are summarised at 
Appendix IV. 

 
2.9  The follow-ups confirmed that management had implemented the agreed audit 

recommendations. A particularly positive result was the revised control assurance 
for Sports Development, where the initial audit identified only minimal control 
assurance but by the time of the follow-up the control assurance had increased to 
substantial. 

 
 Remainder of Audit Plan (October 2011 to March 2012) 
 
2.10  Appendix V shows the audit projects that will be completed during the second half 

of the financial year. The increased number of projects for that six month period 
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reflects the use of the contracted auditor who currently fulfils the role of the 0.5 
FTE auditor resource. This resource will cease from 2012/13 following a 
reduction in the audit budget.  

 
 
3 Proposal 
 
3.1 On the basis or the work carried out by the Internal Audit team during the first half 

of the financial year and on the outcomes of the follow-up process, there is clear 
evidence of an effective audit service and that managers are taking the 
necessary action to implement audit recommendations. The Committee is 
therefore asked to agree the recommendation shown at the beginning of this 
report. 

 
4 Alternative Options 
 
4.1 The Internal Audit team completed a total of eleven audit projects during the six-

month period April to September 2011. The audit work has led to control 
improvements in the areas that were reviewed.  

 
4.2 Although the audit work identified some areas where controls were in need of 

improvement, it is anticipated that the responsible managers have since taken the 
necessary action to address those weaknesses. This will be tested as part of the 
follow-up process. 

 
4.3 Members of the Audit Committee need to have an awareness of the work of 

Internal Audit. There is no alternative action. 
 
 
5 Consultation Undertaken or Proposed 
 
5.1 The outcomes from audit projects are discussed with the appropriate Head of 

Service who subsequently receives a copy of the audit report and an action plan 
for completion. A copy of each report is also provided to the appropriate Director, 
the Chief Executive and the Head of Finance. 

 
5.2 The Portfolio Holder has been provided with a copy of this report. 
 
6 Implications 
 
 
Issue Implications 

Corporate Plan Becoming A High Performing Organisation 

Financial, 
Resource and 
Property 

The work of Internal Audit includes the examination of all aspects 
of internal control but inevitably contains a strong emphasis on 
reviewing the adequacy of financial controls. The process helps to 
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provide assurance in relation to the adequacy of the Council’s 
financial management arrangements.  

Legal and 
Statutory 

Internal audit is a statutory requirement under the Accounts and 
Audit regulations 2011. 

Crime and 
Disorder 

None identified at this stage. 

Risk Management 
and Health and 
Safety 

Internal Audit contributes to the overall risk management 
environment by reviewing the adequacy of controls that 
management has put in place to manage risks.  

Equality and 
Diversity 

None identified at this stage.  

Sustainability None identified at this stage.  

 
7 Appendices 
 
7.1 The following documents are to be published with this report and form part of the 

report 

• Appendix I: List of audit projects – April to September 2011 

• Appendix II: Summary of audits – assessed as Limited 

• Appendix III: Summary of audits – assessed as Substantial or High 

• Appendix IV: Summary of follow-up assessments 

• Appendix V: Remainder of Audit Plan: October 2011 to March 2012 

• Appendix VI: Definition of Assurance Levels 
 
 
8 Background Papers 
 
8.1 The various Internal Audit reports that were issued between April and 

September 2011 are the background papers for this report. 
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Audit Objectives: 
• To establish whether responsibilities for controlling the physical security of 

computer facilities are clearly defined  
 

• To establish whether adequate precautions exist to protect IT equipment  
 

• To confirm that only authorised persons have access to the IT equipment 
within the machine room  

 
• To ensure that adequate insurance cover exists for IT equipment  

 
• To confirm that third party access to IT facilities is fully protected  

 
Key Findings: The audit found that, generally, controls were operating satisfactorily.  
 

Some areas were identified where minor improvements were needed to 
ensure that assets were more secure and better protected against 
environmental hazards. These included devices to warn of air conditioning 
or power supply failure, connection to a “clean” power supply and 
improved security for network equipment. There were also issues relating 
to the location and securing of lap tops, the lack of a home working policy 
and the need to limit weekend access to Swale House by parking control 
staff. 

 
Level of Assurance at the time of the audit:  Substantial 
 
Management Response Summary: 

The management response is considered to be adequate. 
 

The ICT Services Manager has agreed with all eight audit 
recommendations. He has already actioned two of the recommendations, 
with plans to implement a further four within the next 4-5 months. The 
remaining two recommendations require action from HR (Home Working 
Policy), and Parking Services (access to Swale House). He has already 
contacted the relevant Service Managers to initiate action on these 
recommendations.  

 
It is notes that the action relating to the agreement of a Home Working 
Policy will not be completed until February 2012. The follow up will 
therefore be completed in February 2012. 

 
Proposed Date for Follow-up: February 2012 
�

�

�

�
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The audit work focused on verifying the eligibility of the grant related 
expenditure for each of the 5 grants reviewed. 

 
Findings: The audit concluded that the grant funded expenditure was eligible. 

However, in the absence of other evidence, for a small number of items, it 
was necessary to accept the assurance of the Head of Economy and 
Communities that expenditure incurred was within the scope of the funded 
project. 

 
Following the audit checks the “Statement of Grant Usage” forms were 
signed and forwarded to the Homes and Communities Agency. 
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