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Audit & Governance Committee 24th September 2019 

 

Internal Audit Performance Report 2019/20 

 

SYNOPSIS 

To provide Members with an update on the progress made by LGSS Internal Audit in 
delivering the 2018/19 Audit Plan. This is in accordance with the Council’s objective in 
relation to the effective use of resources. 

1. Relevant Background Details  

Internal Audit reviews are completed in accordance with the Internal Audit Plan, previously 
agreed by this Committee. This report summarises progress against the Plan. The report 
uses data on time spent on assignments up to and including week 22 (29th August 2019) of 
the 2019/20 financial year, the latest practical date for reporting to the Committee.   

2. Report 

2019/20 Audit Plan Progress Update 

2.1 The Public Sector Internal Audit Standards (the Standards) require the Committee to develop 
a consistent focus on the effectiveness of service delivery by Internal Audit.  The work of 
Internal Audit should deliver an appropriate range and quality of assurance about the 
management of the Council’s most important risks. The Internal Audit Performance Report 
has been developed as a basis for consistent performance reporting which sets out the 
information required by the Committee in a format that facilitates the discharge of the 
requirements of the Standards.  

2.2 The Internal Audit Update in Appendix A shows that LGSS Internal Audit expects to deliver 
both the required range of assurance and the number of days commissioned for 2019/20.  
Since the start of the financial year, three audit reports have been finalised and one 
consultancy assignment has been completed.  Appendix A includes more detailed 
information on the progress and findings of audit assignments along with performance 
information for the Internal Audit service.   

Audit Control 
Environment 

Compliance Organisational 
Impact 

Use of consultants and agency staff Good Satisfactory Moderate  

Disabled Facilities Grants (DFGs) Substantial Good Minor 

Rent arrears Good Satisfactory Minor 

 

2.3 The Committee’s role as gatekeeper requires it to approve any significant in year changes to 
the annual Audit Plan.  Since the last Committee meeting, no amendments to the Plan have 
been required.  

2.4 When approving the Audit Plan, it was agreed that the responsible manager would attend 
this Committee if a report had an assurance rating of below Satisfactory.  No reports 
receiving less that Satisfactory have been issued during the period. 

Update on outstanding Internal Audit recommendations 

2.5 Implementation of agreed recommendations is an important measure of the effectiveness of 
an Internal Audit function and management action to address weaknesses in the control 
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environment. At the date of reporting there are eight audit recommendations which are 
overdue for implementation, all of which are ‘low priority’.  Further details are included within 
Appendix A of this report. 

3. Options to be considered (if any) 

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 issues arising from this report. 

Financial  

There are no direct financial issues arising from this report. 

Risk 

There are no direct risks arising from this report; however, failure to implement agreed 
internal audit recommendations could increase the Council’s financial, legal and reputational 
risks. 

Legal 

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

  i)      Audit and Accounts Regulations 2003 [England]  

  ii)     Section 151 of the Local Government Act 1972. 

Best Value 

The assurance ratings provided in respect of the Council’s internal control environment are a 
predictor of the Council’s capacity to manage its resources so as to deliver value for money. 

Human Rights/ Equalities/Sustainability/Community Safety 

There are no direct human rights issues arising from this report. 

5. Conclusion 

This report provides an update of the work undertaken and the results of that work as part of 
the 2019/20 Audit Plan. The report demonstrates that the Internal Audit service is on track to 
deliver both the required range of assurance and the number of days commissioned for 
2019/20. 

6. Recommendations:  

That Members note the report and progress made by the Internal Audit team. 

External Consultations 

Not applicable 

List of Appendices 

Appendix A – Internal Audit Update September 2019 

Officer to Contact 

Rachel Ashley-Caunt – Head of Internal Audit, 07824 537900 
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Introduction 
 

1.1 LGSS provides the internal audit service for Corby Borough Council and has been commissioned to 

provide 265 audit days to deliver the 2019/20 Annual Audit Plan and undertake other work 

commissioned by the client. 

1.2 The Public Sector Internal Audit Standards (the Standards) require the Audit & Governance 

Committee to scrutinise the performance of the Internal Audit Team and to satisfy itself that it is 

receiving appropriate assurance that the controls put in place by management address the 

identified risks to the Council.  This report aims to provide the Committee with details on progress 

made in delivering planned work, the key findings of audit assignments completed since the last 

Committee meeting, updates on the implementation of actions arising from audit reports and an 

overview of the performance of the Internal Audit service.  

Performance 

2.1 Will the Internal Audit Plan be delivered? 

 LGSS has been set the objective of delivering at least 90% of the Internal Audit plans for 2019/20 to 

draft report stage by the end of March 2020.    

At the date of writing, four audit assignments have been finalised and a number of assignments are 

in advanced stages of delivery.  Internal Audit is on track to deliver the Audit Plan for the year. 

Progress on individual audit assignments is shown at pages 5 to 7 of this report.    

2.2 Are audits being delivered to budget? 

 Internal Audit is on target to deliver the Audit Plan within the 265 days commissioned.  Any 

overruns on individual assignments are managed within the overall budget.   

2.3 Are clients satisfied with the quality of the Internal Audit assignments? 

 Responses received to the Customer Satisfaction Questionnaire are summarised in Table 2.  The 

majority of responses received since 1st April 2019 have been of ‘Good’ or ‘Outstanding’ in all 

areas. 

2.4 Is the Internal Audit team achieving the expected level of productivity? 

 As at the latest possible date for reporting purposes, the team has been delivering an average of 

95% productivity against a target of 90%.   

2.5 Based upon recent Internal Audit work, are there any emerging issues that impact upon the 

Internal Audit opinion of the Council’s Control Framework? 

 Three audit reports from the 2019/20 Internal Audit Plan have been finalised since the last 

Committee meeting and the key findings are as follows: 
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Use of Consultants and Agency Staff 

The total spend on consultants by the Council in 2018/19 was £405,989, of which £110,255 (27%) 

was in respect of the housing management system.  Total 2018/19 spend on agency staff was 

£1,148,873. Material areas of agency spend in 2018/19 were £435,187 (38%) in respect of 

Development Management and £338,469 (29%) in respect of Legal Services. 

The audit confirmed that there are appropriately documented procedures in place to engage agency 

workers and consultants, which include clear definitions for agency workers and consultants and the 

process for completing IR35 assessments. Sample testing did however highlight some instances of 

non-compliance with these procedures, which are commented on in more detail in the following 

paragraphs and in the action plan. 

The audit also noted that the Purchasing Gateway Group acts as a control to ensure that material 

spend on consultancy projects is procured appropriately. Monitoring controls exist through the 

regular reporting of material spend with suppliers to SMT and the annual report on agency and 

consultancy spend that is submitted to the OSP. 

Other key issues taken into consideration in formulating the audit opinion include the increase in 

overall expenditure on agency workers, and the fact that expenditure levels with a number of 

employment agencies exceed the formal tender limit set out in Contract Standing Orders, but have 

not been subject to a formal procurement exercise. 

Based upon the fieldwork completed, the following assurance opinions have been given: 
 

Internal Audit Assurance Opinion 

Control Environment   Good    

Compliance              Satisfactory   

Organisational Impact           Moderate 

 

Disabled Facilities Grants (DFGs) 

Corby Borough Council received a total allocation of £537,228 for 2018/19 for disabled facilities 

grants, with allocated expenditure at year end of £517,663.13. The underspend was due to a late 

withdrawal of application for a maximum grant claim. 

Grants paid to a local authority under this determination may be used only for the purposes that a 

capital receipt may be used in accordance with regulations made under section 11 of the Local 

Government Act 2003 and must be spent before 1st April 2019. The Council must comply with the 

terms and conditions of the grant determination and achieve value for money in providing: a) 

adaptations for disabled people under Chapter 1 of Part 1 of the Housing Grants, Construction and 

Regeneration Act 1996 (disabled facilities grants); or b) any other social care capital projects. 

Based on sample testing, it was confirmed that controls were being exercised to ensure compliance 
with the grant conditions and to manage the risks around fraud and value for money.  Established 
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processes are in place for assessment of need, approval of works and record keeping.  Compliance 
was found to be good with only minor omissions in record keeping. 
 
Testing of invoices found that whilst all evidenced a segregation of duties, there were two which 
were paid just outside the supplier’s payment terms.  This was found to be due to receiving the 
invoices before key documentation such as electrical certificates and small works agreements from 
contractors, which were chased and received at a later date, rather than a significant 
weakness/inefficiency in the process. 
 
It was found that procurement of suppliers and processes for measuring rotation were sound.  
However, compliance with the rotation of supplier controls could be improved with a lack of 
evidence of all available suppliers being approached on a regular basis to quote for work.  
 
Based upon the fieldwork completed, the following assurance opinions have been given: 
 

Internal Audit Assurance Opinion 

Control Environment             Substantial     

Compliance  Good   

Organisational Impact   Minor 

 
Rent arrears 

The Housing Revenue Account (HRA) operates within tight financial constraints and as such, the 
proper, effective and efficient collection and monitoring of rent arrears is crucial.  HRA arrears 
totalled £746k as at 8th August 2019. 
 

The Council’s housing income management policy is sufficient in detail and was approved by the One 
Corby Policy Committee on 10th January 2017 (next review due January 2020).   
 

It is noted that whilst documented operational procedure notes exist for the rent arrears recovery 
process, these require updating in line with current practice.  Sample testing identified that key 
controls had operated as intended in the majority of cases tested.  Some areas for further 
improvement have been identified, particularly with regards to record-keeping arrangements on the 
Council’s integrated housing system (Aareon QL). 
 

Rent arrears reports are reviewed by management on a weekly basis and performance information 
is made available to the Senior Management Team (SMT) and Members on a regular basis.  An 
annual target of 98.2% exists with regards to income collected as a proportion of income owed on 
HRA dwellings.  It is noted that the June 2019 target of 92.9% had been exceeded by 4%, the results 
of which have been agreed by Internal Audit to source documentation.  Management recognise that 
improvements are required with regards to the recovery of former tenant rent arrears, and as such, 
a recruitment exercise is currently underway in order to address a shortfall in resources.     
 

Robust controls exist for the timely allocation of rent payments to the correct housing tenant 

accounts and suspense accounts are reconciled on a daily basis.  Sample testing identified that key 

controls had operated as intended in all cases tested.  

It is noted that whilst monthly cash reconciliations have been undertaken since 1st April 2019, there 

is a lack of supporting documentary evidence held on file to provide assurance that such controls 

had been exercised throughout 2018/19.  Sample testing of two cash reconciliations from the 

current financial year confirmed that the majority of supporting documentation was held on file. 
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There is scope for potential improvement in controls with regards to the evidencing of management 

checks.   

During the audit, it has been identified that a favourable variance of £433k currently exists on the 

rent control account.  It is understood that whilst this variance originates from several years ago, it 

has increased by 42% during 2018/19.  Senior management are aware of this and following a recent 

budget meeting, it has been agreed that this matter will be investigated accordingly by EnCor 

Financial Services. 

Based upon the fieldwork completed, the following assurance opinions have been given: 
 

Internal Audit Assurance Opinion 

Control Environment   Good    

Compliance              Satisfactory   

Organisational Impact    Minor 

 

Copies of all Internal Audit reports are available to Members at any time and can be requested via 

the Head of Internal Audit or the Director of Corporate Services. 

 
2.6      Are clients progressing audit recommendations with appropriate urgency? 

Since the last committee meeting, ten agreed actions have been implemented by the Council. 

At the date of reporting, there are eight agreed management actions which are overdue for 

implementation – all of which were assessed as ‘low priority’, see page 12.  Implementation of the 

actions will continue to be monitored by Internal Audit and reported to each Committee meeting.   
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Table 1: Progressing the Annual Internal Audit Plan 

 

 

Assignment Budget Actual 
Not 

Started 
Planning 

Field 

Work 

Underway 

Field 

Work 

Complete 

Draft 

Report 

Final 

Report 

Control 

Environment   
Compliance Org impact Comments 

Key Corporate Policies and Controls 

Payroll 13 -           

Creditors 13 -           

Use of consultants 

and agency staff 

15 15       Good 

 

Satisfactory Moderate See section 2.5 

Corporate training 

guidelines 

(consultancy 

support) 

7 7       

n/a 

 

Management of 

capital projects 

18 -           

Corporate Governance & Counter Fraud 

Corporate fraud risks 12 0.5           

Equalities 

 
10 9.6           

Procurement 

Compliance 

10 -           

KEY 

Current status of assignments is shown by     
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Assignment Budget Actual 
Not 

Started 
Planning 

Field 

Work 

Underway 

Field 

Work 

Complete 

Draft 

Report 

Final 

Report 

Control 

Environment   
Compliance Org impact Comments 

Corporate Objective: Promoting healthier, safer and stronger communities 

Safeguarding - follow 

up 

10 0.5           

Leisure services 

maintenance 

15 0.5           

Golf course 12 -           

Fire risk assessments 

(housing properties) 

12 -           

Corporate Objective:  Regeneration and Economic Growth 

Commercial property 

inspections 
12 -           

Corporate Objective: Inspiring a Future 

Disabled Facilities 

Grants 

12 11.5       Substantial 

 

Good Minor See section 2.5 

Corporate Objective: Delivering Excellence 

Rent arrears 12 12       Good 

 

Satisfactory Minor See section 2.5 

S106 monitoring 12 6.7           

Planning service 8 4.7           
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Assignment Budget Actual Comments 

Unplanned Work    

Advice & Assistance 5 1  

Committee Attendance, Training and Annual Report 15 3  

Recommendation Follow-Up 3 1  

Client Meetings, External Audit liaison and Audit 

Planning  

12 2  

Completion of 2018/19 Assignments 0 12  

Management & Development of Internal Audit 

service 

24 3  
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The Auditor’s Opinion 
At the completion of each assignment the Auditor will report on the level of assurance that can be taken from the work undertaken and the findings of that 

work. The table below provides an explanation of the various assurance statements that Members might expect to receive. 

Compliance Assurances 

Level Control environment assurance Compliance assurance 

Substantial 
There are minimal control weaknesses that present very low risk 

to the control environment.  

The control environment has substantially operated as 

intended either no, or only minor, errors have been detected. 

Good 
There are minor control weaknesses that present low risk to the 

control environment. 

The control environment has largely operated as intended 

although some errors have been detected. 

Satisfactory 
There are some control weaknesses that present a medium risk 

to the control environment. 

The control environment has mainly operated as intended 

although errors have been detected. 

Limited 
There are significant control weaknesses that present a high risk 

to the control environment. 

The control environment has not operated as intended. 

Significant errors have been detected. 

No 
There are fundamental control weaknesses that present an 

unacceptable level of risk to the control environment. 

The control environment has fundamentally broken down and 

is open to significant error or abuse. 
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Organisational Impact 

Level Definition 

Major 
The weaknesses identified during the review have left the Council open to significant risk. If the risk materialises it would have a 

major impact upon the organisation as a whole. 

Moderate 
The weaknesses identified during the review have left the Council open to medium risk. If the risk materialises it would have a 

moderate impact upon the organisation as a whole. 

Minor 
The weaknesses identified during the review have left the Council open to low risk. This could have a minor impact on the 

organisation as a whole. 

 

 

 

 

 

 

 

 



11 
 

Table 2: Customer Satisfaction 

At the completion of each assignment, the Auditor issues a Customer Satisfaction Questionnaire to each client with whom there was a significant 

engagement during the assignment. The Head of Service and the Line Manager receive a CSQ for all assignments within their areas of responsibility. The 

standard CSQ asks for the client’s opinion of four key aspects of the assignment. The responses received in the year to date are set out below. 

 

Aspects of Audit Assignments N/A Outstanding Good Satisfactory Poor 

Design of Assignment - 1 2 1 - 

Communication during Assignments - 1 3 - - 

Quality of Reporting - 1 3 - - 

Quality of Recommendations 2 - 2 - - 

Total 2 3 10 1 - 

  



12 
 

Table 3: Implementation of Audit Recommendations 

 

  

 ‘High’ priority 

recommendations 

 ‘Medium’ priority 

recommendations 

‘Low’ priority  

recommendations 

Total 

  Number % of total Number % of total Number % of total Number % of total 

  

3 100% 13 100% 9 53% 25 76% Actions due and 

implemented since last 

Committee meeting 

          

Actions due within last 3 

months, but not 

implemented 

- - - - 2 12% 2 6% 

          

Actions due over 3 months 

ago, but not implemented - - - - 6 35% 6 18% 

       

17 

 

100% 

  

Totals 3 100% 13 100% 33 100% 
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Limitations and Responsibilities 

Limitations inherent to the internal auditor’s work 

The Consortium is undertaking a programme of work agreed by the council’s senior managers and 

approved by the Audit & Governance Committee subject to the limitations outlined below. 

Opinion 

Each audit assignment undertaken addresses the control objectives agreed with the relevant, 

responsible managers. There might be weaknesses in the system of internal control that the 

Consortium are not aware of because they did not form part of the programme of work; were 

excluded from the scope of individual internal  assignments; or were not brought to the 

Consortium’s attention. As a consequence, the Audit & Governance Committee should be aware 

that the Audit Opinion for each assignment might have differed if the scope of individual 

assignments was extended or other relevant matters were brought to the Consortium’s attention. 

Internal Control 

Internal control systems identified during audit assignments, no matter how well designed and 

operated, are affected by inherent limitations. These include the possibility of poor judgement in 

decision making; human error; control processes being deliberately circumvented by employees and 

others; management overriding controls; and unforeseeable circumstances. 

Future Periods 

The assessment of each audit area is relevant to the time that the audit was completed in. In other 

words, it is a snapshot of the control environment at that time. This evaluation of effectiveness may 

not be relevant to future periods due to the risk that: 

 The design of controls may become inadequate because of changes in operating 

environment, law, regulatory requirements or other factors; or 

 The degree of compliance with policies and procedures may deteriorate. 

Responsibilities of management and internal auditors 

It is management’s responsibility to develop and maintain sound systems of risk management; 

internal control and governance; and for the prevention or detection of irregularities and fraud. 

Internal audit work should not be seen as a substitute for management’s responsibilities for the 

design and operation of these systems.  The Consortium endeavours to plan its work so that there is 

a reasonable expectation that significant control weaknesses will be detected. If weaknesses are 

detected additional work is undertaken to identify any consequent fraud or irregularities. However, 

Internal Audit procedures alone, even when carried out with due professional care, do not 

guarantee that fraud will be detected, and its work should not be relied upon to disclose all fraud or 

other irregularities that might exist. 
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