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Annual Internal Audit Report and Review of Effectiveness 2011/12 
 

SYNOPSIS 
To report on Internal Audit’s opinion of the overall adequacy and effectiveness of the 
Council’s internal control environment, with a summary of the audit work undertaken to 
formulate the Opinion. The report also contains associated information on the effectiveness 
of Internal Audit. 

1. Relevant Background Details  
The Accounts and Audit Regulations require that the Head of the Council’s Internal Audit 
function produce an annual report to the Council’s Audit Committee. The report must include 
an explicit Internal Audit opinion on the Council’s systems of control and risk management 
and its governance arrangements. In developing the Internal Audit opinion, the Head of 
Internal Audit must cite the relevant evidence used for opinion purposes. There is also a 
requirement to report an annual review of the effectiveness of the Internal Audit function to 
provide Members with a basis for determining the extent to which reliance can be placed on 
the Internal Audit opinion. At a minimum there is an expectation that an effective Internal 
Audit function will operate in compliance with the CIPFA Code of Practice for Internal Audit. 

2. Report 
It is the responsibility of the Head of the Welland Internal Audit Consortium, in his 
role as the Council’s Head of Internal Audit, to produce the Internal Audit opinion, 
based upon sufficient relevant evidence. The opinion for 2011/12 is that the 
Council’s overall internal control arrangements provide a: 

Good Level of Assurance 
This represents the highest of the five levels of assurance within the model adopted by the 
Consortium. In addition all of the Council’s core financial systems achieved a rating of Good 
in 2011/12 representing an improvement since 2010/11.There has been no change in the 
overall level of assurance since the previous year. The evidence to support that opinion is 
set out in Appendix A. 

The assurance provided relates to planned work undertaken and the annual planning 
process is driven by the ability of the auditors – and the Council’s managers – to identify all 
the current and potential risks for which assurance is required. The issues currently subject 
to independent investigation: the management of the Cube project; financial arrangements 
relating to the Kingswood project; and the Rockingham Triangle development were not 
identified either by the Council’s officers – or the Committee – in the development and 
approval of the Annual Audit Plan for 2011/12. Members will be aware that the Annual Audit 
Plan for 2012/13 was modified to allow for ongoing assurance in respect of Management of 
Contracts; Corporate Decision Making and Leadership; and overall Corporate Governance 
Arrangements. These assignments together with previously planned work - including 
Performance Management and Asset Management and Maintenance – should address the 
requirements for assurance in respect of all matters under investigation during 2012/13. 

Work undertaken to formulate opinion  
Appendix A provides a summary of the work completed to date in connection with the      
2011/12 internal audit plan, and details the levels of assurance given for each audit. The        



overall assurance rating was developed because: the majority of the audits gained a Good 
Rating; no assurance rating was less than Marginal; and there are established effective 
arrangements for managing implementation of recommendations.  

Table 1, below, details the levels of assurance for each of the core financial audits compared 
with the level of assurance for the previous year. The table also shows the direction of travel 
from 2010/11 to 2011/12.  

Table 1 – Assurance ratings for core financial audits 

Audit Entity             Level of Assurance    
2010/11                      

Level of Assurance  
2011/12 

Direction of Travel  
 

Benefits Good Good Remained the same 

Budgeting & 
Budgetary Control 

Good Good Remained the same 

Cash & Banking Good Good Remained the same 

Creditors Sound Good Improved assurance 

Debtors Sound Good Improved assurance 

Fixed Assets Marginal Good Improved assurance 

Housing Rents Good Good Remained the same 

Local Taxes Good Good Remained the same 

Main Accounting 
System 

Good Good Remained the same 

Payroll & Employee 
Benefits 

Good Good Remained the same 

Treasury 
Management 

Good Good Remained the same 

 

Effectiveness of Internal Audit  
The level of staffing within the Consortium provides no slack to deal with unforeseen staffing 
issues. During 2011/12 the Consortium experienced a significant level of staff sickness, 
some of which was directly linked to disciplinary investigations. The decision of the Welland 
Board to revise the staffing structure has delayed the filling of vacancies arising: at 31st 
March three of the eight established posts were vacant and the Audit Manager post (deputy 
to Head of Consortium) had been vacant since June 2011. While the Board authorized the 
use of salary savings to engage audit contractors, fewer days than planned were delivered 
and a significant proportion of work was not completed “in-year”.  
 
The Head of Consortium acknowledges that the Consortium was not operating fully in line 
with the CIPFA Code of Practice for Internal Audit: specifically it did not meet Standard 6.1 
relating to the staffing of internal audit. 
 
Summary of Performance 
Table Two below provides an overview of the Consortium’s performance for 2011/12 using 
selected Key Lines of Enquiry. It is considered that these Key areas provide Members with a 
basis for effective scrutiny of Internal Audit 
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Table 2 – Key Lines of Enquiry 2011/12 
 

Table Two 

Key Lines of Enquiry 2011/12 

Key Line of Enquiry Available Evidence 

Performance of the Consortium 

 Will the Audit Plan be delivered in full? The required number of audit days was delivered.  
Use of audit contractors has allowed for the 
delivery of audits listed in Appendix A – except for 
Development Control which was rolled forward 
due to Government delays in implementing new 
fee-setting arrangements and two other audits 
which were determined to be lowest risk. These 
were reassessed during the formation of the 
2012/13 plan, one of which was included in the 
plan.  

 Are audits being delivered on time and 
to budget? 

Resource issues resulted in considerable delays 
in delivering planned work. A significant proportion 
of work was delivered after year-end. 

 Is auditor productivity satisfactory? Overall productivity was 86% for the year: 
individual auditors continued to deliver in the 
range 90-95% but the need to address high 
vacancy levels and respond to Welland Board’s 
requirements around restructuring meant that the 
Consortium’s managers were engaged in a higher 
than anticipated level of non-chargeable work 

 Is the quality of work of sufficiently 
high standard? 

The Consortium’s arrangements were subject to 
external review by the Audit Commission in 
February 2010 as part of their due diligence work 
relating to the change of internal auditors at Corby 
BC. The review confirmed that the Consortium’s 
arrangements are compliant with CIPFA 
Standards. 

 Is the Consortium meeting clients’ 
needs & expectations? 

The Consortium uses Customer Satisfaction 
Questionnaires where a score of 4 equates to 
“very good” and 3 to “good”. In 2011/12 the 
average score for post-audit CSQs was 3.81: 
more than 95% of respondents rated the 
Consortium’s service as good or very good. 
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3.  

The Control Environment 

 Do the completed audits provide 
assurance that the Council has made 
appropriate and effective 
arrangements to manage its key risks? 

The average for all assurance ratings (4.6) 
equated to a Good level of assurance.. 

Implementing Recommendations 

 Are effective arrangements in place to 
ensure that managers respond to the 
agreed audit recommendations for 
which they are responsible in a timely 
manner? 

Responsible managers agree the action 
prescribed in each recommendation before a final 
audit report is issued: agreement extends to a 
target date for implementing each 
recommendation. The Internal Audit Database 
(Galileo) is used to track and follow up 
recommendations.  

At the date of reporting, 26 recommendations 
were outstanding but none were overdue. The 
speed at which recommendations are addressed 
is encouraging. 

 

4. Options to be considered 
There are no direct options to be considered as a result of this report. 

4. Issues to be taken into account:- 
Policy Priorities  
There are no direct policy implications as a result of this report. 

Financial  
There are no direct financial implications as a result of this report. 

Legal 
Internal Audit is a statutory function as detailed in the following:  

 i) Audit and Accounts Regulations 2006 [England]  

ii) Section 151 of the Local Government Act 1972 

Performance Information  
The Consortium uses a number of performance indicators for management purposes. The 
relevant indicators for 2011/12 are set out in Table 3 below.  

 

Indicator Measure of... Target Actual 
Percentage      of  available  
time  spent   on chargeable 
work 

Efficiency 95% 

Raised from 88% in 2010/11 

86% 

 

Percentage of  audits  
completed    within 
allocated days 

Effectiveness More than half within allocated 
days 

60% 

Customer Satisfaction Quality 3.5 3.8 
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Best Value 
The assurance rating provided in respect of the Council’s internal control environment is a 
predictor of the Council’s capacity to manage its resources so as to deliver value for money. 

Human Rights 
There are no direct human rights implications as a result of this report. 

Equalities 
There are no direct equalities implications as a result of this report.  

Sustainability 
There are no direct sustainability implications as a result of this report. 

Community Safety 
There are no direct community safety implications as a result of this report.  

5. Conclusion 
As reported in section 2 of the report, Welland Internal Audit Consortium is of the opinion 
that, based on the work completed during 2011/12, overall a Good level of assurance can be 
provided in connection with the Council’s internal control environment. 

6. Recommendation 
That the Annual Report of Internal Audit and the Internal Audit Opinion that it supports be 
noted. 

 Background Papers 
Internal Audit Plan 2011/12  
Internal Audit Files and Reports  
CIPFA Code of Practice 
 
External Consultations 
Not Applicable 

List of Appendices 
Appendix A – 2011/12 Plan including assurance ratings  

Officer to Contact 
Richard Gaughran – Head of Internal Audit, Welland Internal Audit Consortium, 07796 
940015 

Nicola Scott – Acting Lead Auditor, Welland Internal Audit Consortium, 07787 860067 
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WELLAND INTERNAL AUDIT CONSORTIUM 
Corby Borough Council  
 
  

 
ANNUAL REPORT FOR INTERNAL AUDIT FOR 2011/12 

 
Table One 

Summary of Assurance Ratings for Planned Audits 
Audit Assurance Rating Assurance Score * 

FUNDAMENTAL FINANCIAL SYSTEMS 
Benefits Good 5 
Budgeting & Budgetary Control Good 5 
Cash & Banking Good 5 
Creditors Good 5 
Debtors Good 5 
Fixed Assets Good 5 
Housing Rents Good 5 
Local Taxes Good 5 
Main Accounting System Good 5 
Payroll & Employee Benefits Good 5 
Treasury Management Good 5 

OTHER FINANCIAL SYSTEMS 
Financial Management & Value for Money Sound 4 

GOVERNANCE & PERFORMANCE  
Corporate Governance Arrangements Marginal (Provisional) 3 
Customer Services Cancelled  
Managing Absence Sound 4 
Managing DLOs Sound  4 
Procurement Sound (Provisional) 4 

CUSTOMER FACING 
Commercial Landlord Cancelled  
Development Control, Building Control & 
Enforcement 

Deferred  

Managing & Maintaining Council Housing Sound 4 
Provision of Leisure Facilities Good 5 

CORPORATE ICT 
ICT – Governance Marginal 3 
ICT – Policies Good 5 
ICT - Strategy Good 5 

COUNTER-FRAUD ARRANGEMENTS 
Analytical Review Good 5 
AVERAGE SCORE/RATING Good 4.6 
Assurance Score * reflects Assurance Rating: Good scores 5; Sound scores 4; Marginal 
Scores 3; Unsatisfactory scores 2; Unsound scores 1. 
Note – Provisional = Provisional Assurance Rating as report not yet issued as draft 
 
 

Welland  


	Annual Internal Audit Report and Review of Effectiveness 2011-12.pdf
	Relevant Background Details
	Report
	Options to be considered
	4. Issues to be taken into account:-
	Sustainability
	Community Safety


	Conclusion
	Recommendation
	Background Papers


