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Report No: F54/19 

Eden District Council 

Accounts and Governance Committee 

28 November 2019 

Internal Audit: Completed Reports and Progress against Annual Plan 

Portfolio: None 

Report from: Director of Corporate Services 

Wards: All Wards 

OPEN PUBLIC ITEM 

1 Purpose 

1.1 To advise Members of findings and recommendations of reports that have recently 
been completed by the Council’s Internal Audit Service and progress against the 
agreed Annual Plan for 2019/20. 

2 Recommendation 

 To note the contents of the report. 

3 Report Details 

3.1 The Council operates an internal audit service in line with The Accounts and Audit 
(England) Regulations 2015.  As part of this, Accounts and Governance Committee 
approve an annual programme of work for internal audit to complete. The results of 
these audits provide evidence of the effectiveness of internal control at the Council. 

3.2 This report covers progress to date against the 2019/20 internal audit plan. The 
2019/20 audit plan was approved by Accounts and Governance Committee on 21 
February 2019 and can be found at Appendix A for reference. 

3.3 Audits Completed 

3.3.1 No audit reports have been finalised since the last reports to the meeting of the 
Accounts and Governance Committee.  See Appendix B for Definition of Assurance 
Levels and Recommendation Priorities 

3.3.2 There are no reports from TIAA Limited.  All planned audits are expected be reported 
at subsequent meetings. 

3.3.3 Internal Audit of Fundamental Systems – Periodic Update Report September to 
October 2019 has been finalised since the last meeting of Accounts and Governance 
Committee and can be found at Appendix C for reference. 

3.3.3 There have been no new or rejected priority 1 or 2 recommendations. 

4 Policy Framework 

4.1 The Council has four corporate priorities which are: 

 Sustainable; 

 Healthy, safe and secure; 

 Connected; and 

 Creative 

4.2 This report meets the Sustainable corporate priority.  
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4.3 Implementation of the recommendations arising from internal audit reports will aid the 
achievement of all of the Council’s priorities and objectives. 

5 Consultation 

5.1 There has been no consultation with Councillors. 

6 Implications 

6.1 Financial and Resources 

6.1.1 Any decision to reduce or increase resources or alternatively increase income must be 
made within the context of the Council’s stated priorities, as set out in its Council Plan 
2019-2023, as agreed at Council on 7 November 2019. There are no findings that 
directly impact on use of resources. 

6.2 Legal 

6.2.1 The Council operates an Internal Audit function in line with requirements of the 
Accounts and Audit Regulations 2015. There are no direct legal implications arising 
from this report. 

6.3 Human Resources 

6.3.1 There are no Human Resources implications. 

6.4 Statutory Considerations 

Consideration: Details of any implications and 
proposed measures to address: 

Equality and Diversity There are no implications 

Health, Social Environmental and Economic Impact There are no implications 

Crime and Disorder There are no implications 

Children and Safeguarding There are no implications 

6.5 Risk Management 

Risk Consequence Controls Required 

Issues raised by Internal Audit 
are not appropriately actioned 
by management. 

Weak systems control, 
increased risk of theft and 
fraud. 

Reporting of internal 
audit recommendations 
publicly to Committee 
and tracking 
implementation of these. 

Audit programme slipping. Approved programme not 
delivered, resources not 
directed as planned and 
reported. 

Regular reporting on 
internal audit progress. 

7 Other Options Considered 

7.1 None. 

8 Reasons for the Decision/Recommendation 

8.1 The summary reports for the completed audits and progress against the agreed Plan 
are set out for Members’ review. 
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Tracking Information 

Governance Check Date Considered 

Chief Finance Officer (or Deputy) 19 November 2019 

Monitoring Officer (or Deputy) 20 November 2019 

Director 19 November 2019 

Background Papers: Agreed Internal Audit Plan 2019/20 

Appendices: Appendix A: Progress against the 2019/20 Internal Audit Plan 

  Appendix B: Definition of Assurance Levels and Recommendation 
  Priorities 

  Appendix C: Internal Audit of Fundamental Systems – Periodic Update 
   Report September to October 2019 

Contact Officer: Paul Sutton, Interim Assistant Director Finance, 01768 212207 
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Appendix A 

Progress against the 2019/20 Internal Audit Plan 

TIAA Limited are shaded grey 

Audit 2019/20 Cycle     Days Completed Balance 

Total Audit Time  Internal Audit TIAA Total to 31st Oct 2019 Remaining 

Available Audit Days  130 80 210   

Fundamental Systems Review      

 Payroll Annual 23  23 14 9 

 Creditors / Ordering Annual 18  18 9 9 

 Income Collection Annual 16  16 7 9 

 Sundry Debtors Annual 14  14 2 12 

 Main Accounting System Annual 21  21 7 14 

 Treasury Management / Investments Annual 8  8 7 1 

 Fundamental Systems Consultancy Annual 30  30 25 5 

 Council Tax Annual  10 10  10 

 Business Rates Annual  10 10  10 

 Benefits Annual  20 20  20 

Other Services/Systems       

 Housing and Homelessness   10 10  10 

 Car Parking   10 10  10 

 Emergency Planning   10 10  10 

 Land and Property Management   10 10  10 

Total   130 80 210 71 139 

  



 

6 

INTENTIONALLY BLANK  



 

7 

Appendix B 

Audit Recommendation Priorities and Follow-up Protocol 

Priority Definition Follow Up 

Priority 1 The recommendation addresses 
a serious control weakness which 
if not corrected is highly likely to 
result in a failure to meet the 
relevant system objective and it 
is considered there is a high risk 
of loss, error, fraud or 
reputational damage 

 

Follow-up will be performed by a 
specific date agreed with senior 
management. 

Priority 2 The recommendation addresses 
a weakness in control procedures 
which could result in failure to 
meet the stated system objective 
and / or may result in loss, fraud, 
error or reputational damage  

Follow-up will be performed within 6 
months. 

Priority 3 A recommendation which is 
concerned with improving 
operational procedures or 
efficiency but does not 
necessarily relate to an identified 
control weakness and is unlikely 
to result in additional risk if not 
actioned. 

 

Follow-up will be undertaken as part 
of the next audit or within a year 
(whichever is sooner). 

PROCEDURAL NOTE – FUNDAMENTAL SYSTEMS PERIODIC AUDIT WORK 

Work in relation to this audit was undertaken on a planned basis over the financial year with 
‘key controls’ being tested on a number of occasions throughout the year and other controls 
tested at an agreed time within the year. This ensures that key controls and transactions 
relating to this ‘fundamental’ system are tested over a period of at least 9 months and that 
there is an ongoing audit review of the operation of the system and associated controls. 

Any recommendations arising as a result of this work are reported to management on a 
cyclical basis as part of the ‘Periodic Audit Work’ reports to the Accounts & Governance 
Committee. This ensures any control weaknesses are promptly addressed and acted on. Any 
such recommendations are also included in this report and identified accordingly. 
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Definition of Assurance Levels and Recommendation Priorities 

Assurance 
Level 

Definition Basis of Opinion 

Substantial There is a sound system of 
internal control in place which 
adequately supports the 
achievement of system objectives 
and minimises risk. 

Audit testing indicates that controls 
are consistently and effectively 
applied and no weaknesses were 
identified. However, as audit work is 
primarily sample-based, ‘complete’ 
assurance cannot be given. 

Reasonable There is a reasonable system of 
internal control which should 
ensure that system objectives are 
generally achieved but some 
weaknesses have been identified 
which may result in errors or 
performance issues in certain 
areas. 

Testing has identified that whilst 
there is generally a good system of 
internal control, there are some 
areas where controls could be 
improved, or are not always 
effectively applied.  Consequently, 
a small number of errors may also 
have been identified. 

Partial Although some areas may be 
satisfactory, an unacceptable 
number of weaknesses have 
been identified across the control 
system, which means there is a 
high risk of failure of meeting all 
objectives and there is the 
possibility of loss, damage to 
reputation, or fraud, in some 
areas. 

The results of the audit work 
indicate that an unsatisfactory level 
or range of internal controls are in 
place, or that controls are not being 
operated effectively and 
consistently. This is likely to be 
evidenced by a significant level of 
error being identified by audit 
testing. 

Minimal The overall system of control is 
weak and the system is 
vulnerable and open to error and 
abuse.  There is a high risk of 
system objectives not being 
achieved and / or the 
achievement of objectives cannot 
be substantiated. 

Significant non-compliance, or a 
lack of adequate controls was 
identified, leaving the system 
vulnerable to error and abuse.  
Control arrangements are of a 
generally poor standard.  High 
numbers and / or values of errors 
have been identified. 
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Appendix C 

Internal Audit of Fundamental Systems - Periodic Update Report 
September to October 2019 

KEY POINTS 

Overall Assurance 
Level* 

Main Accounting – Substantial 

Payroll – Substantial 

Creditor Payments / Ordering – Reasonable 

Income Collection – Reasonable 

Sundry Debtors – Reasonable 

Treasury Management - Reasonable 

Recommendations*  

Priority 1 None 

Priority 2 None 

Priority 3 None 

Other Issues 

Some minor errors and omissions were identified during the audit work undertaken. 
Management were notified at the time and these have now been addressed. 

Action Plan 

This report has been issued to the respective managers for information and requests 
made to take action on the minor issues noted. Any ongoing problems in these areas 
will be included in future reports to the Accounts and Governance Committee. 

Distribution 

Strategic Adviser Corporate Finance 
Head of Revenues & Benefits 
Accounts & Governance Committee - Public Agenda 28th November 2019 
Grant Thornton (External Auditor) 

* See Appendix A for Definitions of Assurance Level and Recommendation Priorities  
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Background 

The Internal Audit Plan requires that an internal audit of each of the Council’s ‘fundamental 
financial systems’ is undertaken each year. In order for sufficient reliance to be placed on the 
work undertaken on these systems for the purpose of providing the Annual Internal Audit 
Opinion and satisfying the requirements of External Audit it is generally expected that sample 
testing of transactions to verify the satisfactory operation of controls and procedures within 
these systems covers a minimum of 9 months of the financial year. To minimise the pressure on 
Internal Audit resources in the final quarter of the year, audit work on the fundamental systems 
is therefore planned to be undertaken on a periodic basis so that testing can be spread across 
the year. 

The purpose of this report is to record the progress of this work and raise any issues that 
require management attention so that action can be taken now, rather than in response to the 
‘final’ report for each system which will be issued when work is complete at the end of the 
financial year. 

Reporting progress on audit work and informing the Accounts and Governance Committee and 
Management, of Governance, Risk and Control issues, is a requirement of the Public Sector 
Internal Audit Standards (PSIAS). 

Basis of Audit Work 

The audit work undertaken to compile this report complied with the requirements of the PSIAS 
and included: 

 establishing the objectives of each system and the management criteria for determining 
whether these objectives are being accomplished; 

 identifying the risks and controls associated with the system; 

 undertaking appropriate testing to establish that controls are operating consistently and 
effectively, appropriate records are kept and resources are utilised efficiently. 

An assessment was then made of:  

 the extent to which defined system objectives are being met; 

 the adequacy and effectiveness of Governance, Risk Management and Control issues in 
respect of the system; 

 the probability of significant errors, fraud and non-compliance. 

It should be noted that the Assurance Levels shown are based on audit work undertaken to date. 
This covers the work undertaken in the current period as recorded in this report and any previously 
reported issues which remain outstanding. Further sampling and testing is required before a final 
opinion can be given. This will then form the basis of the Annual Audit Opinion which will follow 
in a subsequent report. 


