27 June 2016

AUDIT & STANDARDS COMMITTEE
COMMITTEE
A meeting of the Audit and Standards Committee will be held on
TUESDAY, 05 JULY 2016 in the Council Chamber, Ebley Mill, Ebley Wharf, Stroud at
19:00.

David Hagg
Chief Executive
Please Note: This meeting will be filmed for live or subsequent broadcast via the
Council’s internet site (www.stroud.gov.uk
www.stroud.gov.uk). Byy entering the Council Chamber you are
consenting to being filmed. The whole of the meeting will be filmed except where there
are confidential or exempt items, which may need to be considered in the absence of
the press and public.
AGENDA

1

APOLOGIES
To receive apologies of absence.

2

DECLARATIONS OF INTEREST
INTE
To receive declarations of interest.

3

MINUTES - 5 APRIL 2016
To approve the Minutes of the meeting held on 5 April 2016.

4

PUBLIC QUESTION TIME
The Chair of the Committee will answer any questions from members of the
public, submitted in accordance with the Council's procedures.
DEADLINE FOR RECEIPT OF QUESTIONS
Noon on THURSDAY, 30 JUNE 2016.
Questions must be submitted in writing to the Chief Executive, Democratic
Services, Ebley Mill, Ebley Wharf, Stroud, and sent by post, by fax (01453
754957), or by Email: democratic.services@stroud.gov.uk.
democratic.services@stroud.gov.uk
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5

WORK PROGRAMME
To consider the Committee's Work Programme for 2016/2017.

6

HEAD OF AUDIT RISK ASSURANCE ANNUAL REPORT 2015-16
To provide Members with a brief overview of internal audit work.

7

INTERNAL AUDIT PLAN FINAL MONITORING REPORT 2015-16
To inform Members of the remaining audits completed as part of the agreed
2015-16 Internal Audit Plan.

8

INTERNAL AUDIT QUALITY ASSURANCE AND IMPROVEMENT
PROGRAMME
To provide Members with an introduction to the Internal Audit QAIP as required
by the Public Sector Internal Audit Standards 2013.

9

DRAFT ANNUAL GOVERNANCE STATEMENT (AGS) 2015-16
To receive a summary of the Council's Corporate Governance arrangements in
place during 2015-16.

10

HRA BALANCES INTERNAL AUDIT REVIEW
To receive a verbal update on the above.

11

MEMBERS' QUESTIONS
See Agenda Item 4 for deadline for submission.

Members of Audit & Standards Committee
Councillor Nigel Studdert-Kennedy (Chair)
Councillor Rachel Curele (Vice Chair)
Councillor Martin Baxendale
Councillor Stephen Davies
Councillor Colin Fryer

Councillor Keith Pearson
Councillor Mark Reeves
Councillor Tom Williams
Councillor Penny Wride
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2015/16

AUDIT AND STANDARDS COMMITTEE

3

5 April 2016
7.00 pm – 8.00 pm
Council Chamber, Ebley Mill, Stroud
Minutes
Membership:
Councillor Nigel Studdert-Kennedy (Chair)
Councillor Tom Williams (Vice Chair)
Councillor Martin Baxendale
Councillor Karon Cross
Councillor Stephen Davies
A = Absent

P
P
P
A
P

Councillor Colin Fryer
Councillor Keith Pearson
Councillor Rhiannon Wigzell
Councillor Penny Wride

A
P
P
P

P = Present

Officers in attendance
Strategic Head (Finance and
Services)
Head of Audit Risk Management

Business Internal Audit Manager
Democratic Services Officer

Others in attendance
Darren Gilbert – KPMG
The Chair welcomed Theresa Mortimer, Head of Audit Risk Assurance to her first
meeting. Theresa will be replacing Terry Rodway, Internal Audit Manager when he
retires at the end of April 2016.
AC.048

APOLOGIES

An apology for absence was received from Councillor Karon Cross.
AC.049

DECLARATIONS OF INTEREST

There were none.
AC.050

MINUTES

RESOLVED

That the Minutes of the meeting held on 21 January 2016,
are approved as a correct record.

AC.051

PUBLIC QUESTION TIME

None received.
Audit and Standards Committee
5 April 2016

Page 3 of 72
Subject to approval
at the next meeting

2015/16
AC.052

EXTERNAL AUDIT PLAN 2015-16

Darren Gilbert of KPMG presented the report and explained the significance of audit
risks. The areas which KPMG will focus on next year will be housing development
spend, fair value of property and business rates pooling.
During questions from Members the following was raised:




Statement of accounts – KPMG receive good support from officers, the public
have the opportunity to object or ask questions on the accounts.
Value for money criteria – the National Audit Office sets the criteria for the
external audit responsibilities.
The joint audit service could, in the future, tender together for external auditors.

AC.053

REVIEW OF PROCUREMENT ACTION PLAN

The Strategic Head (Business and Finance) Services presented the report on behalf
of the Procurement Officer and explained the achievements against the action plan.
Some of the actions against the plan are still ongoing, most have been completed.
An extensive training programme on procurement will be put in place for all staff
involved with procurement. The South West Procurement portal is used fairly
extensively. The governance of procurement is now the responsibility of Corporate
Team.
During questions from Members the following was raised:



There was an urgent need to improve the governance of compliance with
regards to contracts, measures will be set for staff to adhere to.
Members recognised and appreciated the amount of work which had been put
into the procurement and compliance of contracts.

RESOLVED

a)

To accept the progress made on the Procurement
Action Plan 2015/16.
b) To approve the action plan for 2016/17.

AC.054

INTERNAL AUDIT PLAN MONITORING REPORT 2015/16

The Internal Audit Manager presented the report which detailed the results of the
audits completed during the period covered by the report. The Internal Audit
Manager reported that the target of 90% completion of the Audit Plan had been
exceeded with 92% of audits being completed.
The audit reports included within the report had all received a satisfactory level of
assurance.
RESOLVED

To accept the report and the assurance given on the
adequacy of internal controls operating in the systems
audited.
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2015/16
AC.055

AUDIT AND STANDARDS COMMITTEE ANNUAL REPORT
2015-16

Committee received the annual report setting out the work and achievements of the
Council’s Audit and Standards Committee during 2015/16.
RESOLVED
RECOMMENDED
TO COUNCIL
AC.056

To agree the Audit and Standards Committee Annual
Report 2015/16.
That the Annual report is approved.

ANNUAL RISK BASED INTERNAL AUDIT PLAN 2016/17

The Internal Audit Manager presented the report which detailed the planned audits to
be carried out in 2016/17. The Plan was risk based, in accordance with the Public
Sector Internal Audit Standards, and had been discussed and agreed with the
Corporate Team.
The Audit in regard of Health and Safety in Tenant Services had been ranked as
Priority 2. Members requested that this be amended to Priority 1.
RESOLVED

To approve the Annual Risk Based Internal Audit Plan
2016/17 as detailed in Appendix A, with the amendment as
detailed above.

AC.057

INTERNAL AUDIT CHARTER AND INTERNAL AUDIT CODE
OF ETHICS

The Head of Audit Risk Assurance presented the report to outline the scope of
internal audit activity in line with the Accounts and Audit Regulations 2015 and the
Public Sector Internal Audit Standards 2013. It sets out the role of the Audit Service
within the Council. At the request of a Member, the Internal Audit Manager agreed
to notify Members of any significant changes between the previous and current
version of the Charter.
RESOLVED

To review and consider the IA Charter and IA Code of
Ethics, and to formally approve their adoption.

AC.058

MEMBERS’ QUESTIONS

There were none.
Terry Rodway, Internal Audit Manager, was due to retire from his role at the end of
April. The Chair and Committee thanked him and appreciated his input over the last
few years. The Chair also thanked the Committee for their help and regular
attendance as this was the last meeting of the civic year.
The meeting closed at 8.00 pm.

Chair
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STROUD DISTRICT COUNCIL

AGENDA
ITEM NO

AUDIT & STANDARDS COMMITTEE

5

5 JULY 2016
WORK PROGRAMME 2016/17
Date of
meeting
5 July 2016

Matter to be considered
(i.e. insert report / project title)
Work Programme
Audit Fee Letter 2016/17
Interim Audit Letter
Head of Audit Risk Assurance Annual
Report 2015/16*
Internal Audit Plan Final Monitoring Report
2015/16*
Internal Audit Quality Assurance and
Improvement Programme (QAIP)
Annual Governance Statement 2015/16*
Review of Effectiveness of Internal Audit*
HRA Balances Internal Audit Review
13 Sept 2016 Statement of Accounts 2015/16*
Report to those Charged with Governance*
Treasury Management Outturn 2015/16*
Treasury Management Activity 2016/17 Q1*
Internal Audit Plan Monitoring report*
Annual Report on Fraud Activity/Counter
Fraud*
Review of Code of Conduct and Standards
Panel
Review of Procurement Action Plan
Review of Homelessness / Notice of
Possession Proceedings Reviews
22 Nov 2016 Annual Audit Letter
Treasury Management Half Year Review*
Internal Audit Plan Monitoring 2016/17*
Review of Anti-Fraud Policies*
Review of Risk Register*
Update on Car Park Audit
7 Feb 2017
Annual Summary of Certification of Grant
Claims and Returns 2015/16
Treasury Management Activity Q3 16/17*
Treasury Management, Annual Investment
and MRP Strategies 2017/18*
Internal Audit Charter/Partnership update*

Audit & Standards Committee
5 July2016
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Lead Member and
Officer)
KPMG
KPMG
Theresa Mortimer
Theresa Mortimer
Theresa Mortimer
Sandra Cowley
Sandra Cowley
Theresa Mortimer
Graham Bailey
KPMG
Graham Bailey
Graham Bailey
Theresa Mortimer
Theresa Mortimer

Sarah Turner

KPMG
Graham Bailey
Theresa Mortimer
Theresa Mortimer
Sandra Cowley
Theresa Mortimer
KPMG
Graham Bailey
Graham Bailey
Theresa Mortimer

Agenda item 5

Date of
meeting
11 April 2017

Matter to be considered
(i.e. insert report / project title)
Financial Statements 2016/17 Audit Plan*
Internal Audit Plan Monitoring 2016/17*
Annual Internal Audit Plan 2017/18*
Review of the Procurement Action Plan
Annual Report Of the Audit & Standards
Committee*

Lead Member and
Officer)
KPMG
Theresa Mortimer
Theresa Mortimer
Sarah Turner
Cllr Studdert-Kennedy

Agenda item to be allocated to a future meeting:
Review of Effectiveness of Internal Audit*

Sandra Cowley

Information sheets sent to committee members
Date sent (and
reference
number)

Audit & Standards Committee
5 July2016

Topic
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Notes
(e.g. responsible
officer)

Agenda item 5

STROUD DISTRICT COUNCIL

AGENDA
ITEM NO

AUDIT AND STANDARDS COMMITTEE
5 JULY 2016
Report Title
Purpose of Report

Decision(s)

6

HEAD OF AUDIT RISK ASSURANCE ANNUAL
REPORT 2015/16
To provide Members with a brief overview of Internal
Audit work, compliance with Council policies and
general probity issues for the financial year ending
31st March 2016, and to provide an opinion on the
overall adequacy and effectiveness of the
organisation’s control environment, comprising risk
management, control and governance.
Audit and Standards Committee is asked to
RESOLVE to endorse the assurance from the
Head of Audit Risk Assurance that a satisfactory
level of assurance can be given, that there is a
generally sound system of internal control in
place at the Council (designed to meet the
Council’s objectives).
None.

Consultation and
Feedback
Financial Implications There are no financial implications arising from the
and Risk Assessment report.

The report section 5 caveat paragraphs financial
implications have been confirmed through the HRA
balances investigation report formally presented at
Strategy and Resources Committee on 15th June
2016 (also circulated to Audit and Standards
Committee Members).
David Stanley, Accountancy Manager
Tel: 01453 754100
Email: david.stanley@stroud.gov.uk
Risk Assessment:
The organisation is responsible for establishing and
maintaining
appropriate
risk
management
processes, control systems, accounting records and
governance arrangements. The organisation’s
response to internal audit activity should lead to the
strengthening of the control environment and
therefore contribute to the achievement of the
organisation’s objectives.

Audit and Standards Committee
5 July 2016
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Legal Implications

There are no material legal implications arising from
the report.

Alan Carr, Solicitor
Tel: 01453 754357
Email: alan.carr@stroud.gov.uk
Report Author
Theresa Mortimer
Head of Audit Risk Assurance (Chief Internal
Auditor)
Tel: 01453 754111
Email: theresa.mortimer@stroud.gov.uk
Options
Consideration could be given to not producing an
Annual Report. However this would not be in
accordance with the Public Sector Internal Audit
Standards (PSIAS) 2013 requirements.
Performance
The Council’s Internal Audit Plan for 2016/17 was
Management Follow approved by the Audit and Standards Committee on
Up
7th April 2016. Achievement against the Plan will be
regularly reported to the Audit and Standards
Committee via the Internal Audit Plan Monitoring
Reports for 2016/17.
Background Papers/
Appendix A - Details of the audits that received a
Appendices
‘Limited’ or ‘Unsatisfactory’ level of assurance.
Appendix B - Local Government Transparency
Code 2015 - Fraud Disclosure.
Background papers:
 Accounts and Audit Regulations 2015.
 PSIAS 2013.
 CIPFA Local Government Application Note
for the UK PSIAS.
 Local Government Transparency Code 2015.
 Internal Audit Charter and Code of Ethics.

Head of Audit Risk Assurance Annual Report and Opinion
2015/16
1.

The Public Sector Internal Audit Standards 2013 (PSIAS) require the
Council’s Chief Internal Auditor to ‘provide a written report to those
charged with governance timed to support the Annual Governance
Statement’. This forms an integral part of the formulation of the Council’s
Annual Governance Statement, as required under the Accounts and
Audit Regulations 2015 and the CIPFA ’Framework for Delivering Good
Governance in Local Government’. The content of the written report is
prescribed by the PSIAS which specifically requires Internal Audit to:
 Provide an opinion on the overall adequacy and effectiveness of the
organisation’s internal control environment and disclose any
qualifications to that opinion, together with the reasons for the
qualification;

Audit and Standards Committee
5 July 2016
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 Compare the actual work undertaken with the planned work, and
present a summary of the audit activity undertaken from which the
opinion was derived, drawing attention to any issues of particular
relevance;
 Summarise the performance of the Internal Audit function against its
performance measures and targets; and
 Comment on compliance with the PSIAS.
2.

A separate report containing the Annual Governance Statement is
included on the agenda for the Audit and Standards Committee on
5th July 2016.

3.

Chief Internal Auditor’s Opinion on the Overall Adequacy and
Effectiveness of the Council’s Internal Control Environment
I am satisfied that, based on the internal audit activity undertaken during
2015/16 and management’s actions taken in response to that activity,
enhanced by the work of other external review agencies, sufficient
evidence is available to allow me to draw a reasonable conclusion as to
the adequacy and effectiveness of Stroud District Council’s overall
internal control environment. Therefore, in my opinion, for the 12 months
ended 31st March 2016, Stroud District Council has a satisfactory
overall control environment, to enable the achievement of the Council’s
outcomes and objectives.
In providing my opinion it should be noted that assurance can never be
absolute. The most that Internal Audit can provide is a reasonable
assurance that there are no major weaknesses in risk management
arrangements, control processes and governance. The matters raised in
this report, and our Internal Audit Plan Monitoring Reports for 2015/16 to
Audit and Standards Committee, are only those that were identified
during our internal audit work and are not necessarily a comprehensive
statement of all the weaknesses that may exist or represent all of the
improvements required.

4.

Opinions Provided 2015/2016
The outcomes of the opinions provided during 2015/2016 are
summarised below:
Opinion

2015/16
No.
%
8
23
20
57
6
17
1
3
35
100

Good
Satisfactory
Limited
Unsatisfactory
Total

Please note that on a number of audits, a ‘split’ opinion has been
provided. This approach helps to identify to management the specific
areas of control that are/are not operating as intended, rather than
Audit and Standards Committee
5 July 2016
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provide an overall conclusion on all the areas covered by the audit.
Where a ‘split’ opinion has been provided on an audit, both opinions
have been included in the above table. Details of the audits that received
a Limited or Unsatisfactory level of assurance are provided in Appendix
A.
Whilst 20% of the opinions provided have received a limited or
unsatisfactory opinion, overall, it is pleasing to report that the Council is
showing that 80% of the activities reviewed have received a Good (23%)
or Satisfactory (57%) opinion on control.
5.

Issues Relevant to the Preparation of the Annual Governance
Statement
The PSIAS state that, within the Annual Report, the Council’s Chief
Internal Auditor should identify any issues that are relevant to the
preparation of the Annual Governance Statement.
From the risk-based Internal Audit Plan assignment work undertaken
during 2015/16, there are no issues (with the exception of the caveat as
detailed below) of which I am aware I regard as sufficiently significant to
be considered in relation to the preparation of the Council’s Annual
Governance Statement. Whilst the Internal Audit work undertaken did
result in one audit with an unsatisfactory level of assurance (Renewable
Energy Heating – Contract Audit) in my view, the issues identified are
not deemed to be significant governance issues.
Caveat: HRA balances investigation:
At the request of the Chief Executive (i.e. not from the risk-based
Internal Audit Plan 2015/16), the Audit Risk Assurance shared service
completed an investigation of HRA balances reported to Members
between 2014/15 and 2015/16.
The investigation was undertaken in May and June 2016. The report was
circulated to Members of the Strategy and Resources and Audit and
Standards Committees on 10th June 2016. Formal presentation of the
investigation report was made to Strategy and Resources Committee on
15th June 2016.
Findings and recommendations from the HRA balances investigation
report will be considered within the 2015/16 Annual Governance
Statement.

Audit and Standards Committee
5 July 2016
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6.

Summary of Internal Audit Activity Undertaken

6.1 Annual Plan
The 2015/16 Annual Internal Audit Plan was approved by the Audit and
Standards Committee on 7th April 2015. The Plan was developed using
risk-based principles that started with the maintenance of an audit needs
assessment of all the areas of the Council that could be included within
an annual audit plan. This needs assessment was split into work on
corporate governance issues, work on fundamental financial systems,
and work of a service base or cross council nature. Consultation was
also completed with Strategic Heads as part of Plan development, to
ensure consideration of key risk areas.
6.2 Staffing
The work of each member of staff was overseen during the year by the
Chief Internal Auditor to ensure conformance with the PSIAS. All reports
and working papers are reviewed to ensure the correct approach has
been adopted, no matters have been overlooked, and any conclusions
can be supported.
In order to help ensure audit staff keep up to date with current issues
and techniques, work reviews and annual staff development reviews
(including key performance targets for the service and individuals) are
carried out to identify any training and personal development needs. In
addition, all appropriate staff are encouraged to register with a relevant
Continuing Professional Development (CPD) scheme.
In relation to staffing matters, in March 2015 the Council approved the
proposal to enter into a new internal audit shared service arrangement
with Gloucester City Council and Gloucestershire County Council. The
new shared service commenced on 1st June 2015. During 2015/16 the
City Council Audit and Assurance staff transferred, under TUPE
arrangements, to the County Council. Three of the shared service team
remain based at the Stroud District Council offices to ensure a constant
and accessible audit presence.
6.3 Progress against Agreed Plan
92% (35 out of 38 planned audits) of the Internal Audit Plan 2015/16 had
been completed by the audit year end), against a target of 90% (34 out
of 38 planned audits completed).
6.4 Recommendations
Every internal audit report, where appropriate, includes an audit
recommendation action plan which the Strategic Head of Service, or
Head of Service, is requested to complete. The completed
recommendation action plan should indicate the actions that have been

Audit and Standards Committee
5 July 2016
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taken, or are planned to be taken, in relation to each agreed
recommendation.
Agreed recommendations are subject to a follow-up audit, normally three
months after the latest relevant agreed implementation date, in order to
ascertain that the recommendations have been implemented. As per the
request by Members of the Audit and Standards Committee, the
Committee have been informed of any Rank 1 ‘High Priority’, and Rank 2
‘Medium Priority’’ recommendations that had not been implemented by
the agreed implementation date, via the Internal Audit Plan Monitoring
Reports for 2015/16.
7.

Public Sector Internal Audit Standards
The Council’s Internal Audit Service is operated in accordance with the
PSIAS 2013, and the Standards require the authority to review the
effectiveness of its internal audit function at least once a year.
The review for 2015/16 consisted of an External Quality Assessment (an
independent assessment of the effectiveness of an internal audit
function) of the Gloucestershire County Council internal audit service.
This review was undertaken during May 2015 by the Chartered Institute
of Internal Auditors and included a review of the team’s conformance to
the International Professional Practice Framework (IPPF) as reflected in
the PSIAS, benchmarking the function’s activities against best practice
and assessing the impact of internal audit on the organisation. There are
56 fundamental principles to achieve with more than 150 points of
recommended practice in the IPFF. The independent assessment
identified 100% conformance.
The Chartered Institute of Internal Auditors stated: ‘It is our view that
(the) internal audit function conforms to all 56 principles. This is excellent
performance given the breadth of the IPPF and the challenges facing the
function’.
The internal audit shared service plans to apply consistent systems and
processes which will support compliance across the shared service
partners.

8.

Joint Working Arrangements with External Audit
The Internal Audit function has a joint working arrangement with the
Council’s External Auditor, KPMG. Close co-operation between audited
bodies’ internal and external auditors helps to ensure that audit
resources are used efficiently and to maximum effect. The aim of the
joint working arrangement is for External Audit to place a high degree of
reliance on the work of the Internal Audit team. This will help inform their
judgement on the Council's financial control environment.

Audit and Standards Committee
5 July 2016
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The following comments have been received from the Council’s External
Auditor KPMG within the Council’s Audit Progress letter dated 28th April
2016:
‘As our audit work to date has gone smoothly and we have not identified
any significant issues, we no longer consider it necessary to report to the
Audit and Standards Committee at this stage.’
KPMG has confirmed that findings (e.g. on internal audit reviews), if
relevant, will be reported through the ISA260 report, which is due to be
presented to Audit and Standards Committee in September 2016.
9.

Client feedback Survey
On completion of each audit assignment, the auditee is asked to
complete a questionnaire. This asked auditees to give their views, on a
scale of 1 - 4 (1 = Poor; 2 = Fair; 3 = Good; and 4 = Very Good) on the
audit and its effectiveness. This is in accordance with PSIAS which
states that performance monitoring should include stakeholder feedback.
Auditee feedback is important to identify any lessons learned and inform
any potential changes required to the internal audit process and/or
approach.
For the 2015/16 audits that had been completed, 11 (2014/15 - 13)
completed survey forms have been returned, which represents
approximately a return rate of 31% (2014/15 – 41%) of the main audits
completed. The returned survey forms mean average feedback score
was 3.25, indicating a ‘Good’ rating (2014/15 – 3.61).
Due to the low response rate and future planned changes to the audit
approach, a revised method of obtaining customer feedback will be
introduced during 2016/17. The target will be to simplify the feedback
process, which together with support from the Council’s management
team, should positively impact on the levels of feedback received.

10.

Other Matters
The revised Local Government Transparency Code 2015 came into
effect on 1st April 2015 and requires Councils to publish information on
defined areas, including fraud and irregularity. Appendix B details the
Code’s fraud and irregularity criteria and discloses the relevant
information for Stroud District Council 2015/16.

Audit and Standards Committee
5 July 2016
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Appendix A
List of 2015/16 audits that resulted in a Limited/Unsatisfactory level of assurance
The following audits have been reported to Audit and Standards Committee through the
Internal Audit Plan Monitoring Reports for 2015/16. The audit recommendations raised
within the below audits have been positively agreed by management and implementation
target dates confirmed.
Audit

Opinion

Contract Audit – Renewable
Energy Heating
Recruitment and Selection
Capital Accounting
Contract Audit – Dursley
Pool Extension
Contract Audit – Leonard
Stanley New Build
Benefits
Creditors
Sundry Debtors

Unsatisfactory

Date presented to Audit
and Standards Committee
21st January 2016

Limited
Limited*
Limited*

29th September 2015
26th November 2015
21st January 2016

Limited*

21st January 2016

Limited*
Limited*
Limited*

5th July 2016
5th July 2016
5th July 2016

*The audit opinions for these 2015/16 internal audits resulted in a split level of assurance.
Limited assurance was the lowest assurance level allocated per internal audit.

Audit and Standards Committee
7 July 2016
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Appendix B
Local Government Transparency Code 2015 – Fraud Disclosure
Introduction:
This Code has been issued to meet the Government’s desire to place more power into
citizens’ hands to increase democratic accountability and make it easier for local people to
contribute to the local decision making process and help shape public services.
Transparency is the foundation of local accountability and the key that gives people the
tools and information they need to enable them to play a bigger role in society. The
availability of data can also open new markets for local business, the voluntary and
community sectors and social enterprises to run services or manage public assets.
Detecting and preventing fraud (taken from Annex B of the Code):
Tackling fraud is an integral part of ensuring that tax-payers money is used to protect
resources for frontline services. The cost of fraud to local government is estimated at £2.1
billion a year. This is money that can be better used to support the delivery of front line
services and make savings for local tax payers.
A culture of transparency should strengthen counter-fraud controls. The Code makes it
clear that fraud can thrive where decisions are not open to scrutiny and details of
spending, contracts and service provision are hidden from view. Greater transparency, and
the provisions in this Code, can help combat fraud.
Local authorities must annually publish the following information about their counter fraud
work, as detailed for the Council in the table below:
Council wide fraud and irregularity activity relating to 2015/16 including Internal
Audit activity – mandatory Code requirements only:
Question
Number of occasions they use powers
under the Prevention of Social Housing
Fraud (Power to Require Information)
(England) Regulations 2014, or similar
powers.
Total number (absolute and full time
equivalent) of employees undertaking
investigations and prosecutions of fraud.
Total number (absolute and full time
equivalent) of professionally accredited
counter fraud specialists.

Stroud District Council Response
0 within 2015/16

The Council has access to 2.45 FTE
professionally accredited counter fraud
specialists within the audit shared service
team. This fraud resource was not utilised
by the District Council within 2015/16 due
to 0 fraud cases being reported within year.

Benefits fraud review is delivered by the
Single Fraud Investigation Service (SFIS –
DWP led). Benefits fraud cases are not
included within this table.
Total amount spent by the authority on the £0 within 2015/16
investigation and prosecution of fraud.
Total number of fraud cases investigated.
0 within 2015/16
Audit and Standards Committee
7 July 2016
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STROUD DISTRICT COUNCIL

AGENDA
ITEM NO

AUDIT AND STANDARDS COMMITTEE
5 JULY 2016
Report Title
Purpose of Report

Decision(s)

Consultation and
Feedback

Financial Implications
and Risk Assessment

7

INTERNAL AUDIT PLAN FINAL MONITORING
REPORT 2015/16
To inform Members of the remaining audits
completed as part of the agreed 2015/16 Internal
Audit Plan.
Audit and Standards Committee is asked to
RESOLVE to accept the report and the
assurance given on the adequacy of internal
controls operating in the systems audited.
Internal Audit findings are discussed with service
heads/managers. Management responses to audit
recommendations are included in each assignment
report.
There are no financial implications arising from the
report.
David Stanley, Accountancy Manager
Tel: 01453 754100
Email: david.stanley@stroud.gov.uk

Legal Implications

Risk Assessment:
Delays in acceptance and implementation of audit
recommendations may lead to a weakened control
environment, which potentially impacts on the
achievement of the Council’s strategic/operational
objectives, financial irregularity and/or fraud,
reputation and safeguarding the well-being of the
Council’s stakeholders.
Priority actions (Ranks 1 and 2) identified in the
report have in most cases been accepted by
management and implementation timescales
agreed. This would indicate that legal risks are being
appropriately managed.
Alan Carr, Solicitor
Tel: 01453 754357
Email: alan.carr@stroud.gov.uk
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Report Author

Options

Performance
Management Follow
Up
Background Papers/
Appendices

Theresa Mortimer
Head of Audit Risk Assurance (Chief Internal
Auditor)
Tel: 01453 754111
Email: theresa.mortimer@stroud.gov.uk
The Public Sector Internal Audit Standards (PSIAS)
2013 require the Chief Internal Auditor to report on
internal activity to the Audit and Standards
Committee. The lack of reporting would lead to noncompliance with these Standards.
This is the final report relating to the 2015/16 Plan.
Appendix A – List of the remaining audits
completed as part of the Internal Audit Plan
2015/16.
Appendix B – Details of Internal Audit Rank 1 and
Rank 2 Recommendations not implemented by the
agreed date.
Background papers:
PSIAS 2013
Internal Audit Plan 2015/16
Internal Audit monitoring reports 2015/16

1.0

Background

1.1

At the Audit and Standards Committee meeting held on 7th April 2015
Members approved the Internal Audit Annual Plan 2015/16. In
accordance with the requirements of the PSIAS, this final monitoring
report details the outcomes of Internal Audit work carried out in
accordance with the approved Plan.

2.0

Progress

2.1

Regular Internal Audit Plan monitoring reports have been submitted to
Audit and Standards Committee within the 2015/16 Civic Year, to
confirm progress against the approved Plan. The last report was
presented on 5th April 2016.

2.2

This final monitoring report includes details of the remaining audits
completed as part of the Internal Audit Plan 2015/16. The performance
information is based on the number of completed audits vs. the number
of planned audits (i.e. an output measure). The final position for the
2015/16 Plan is 92% (35 out of 38 planned audits completed), against
a target of 90% (34 out of 38 planned audits completed).
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2.3.

Details of the audits completed, together with the overall conclusion
reached on each audit, have been provided in Appendix A. This
should provide Members with a view on the adequacy of the controls
operating within each area audited.

2.4

Members can take assurance that where Limited or Unsatisfactory
levels of assurance have been allocated, Internal Audit will undertake a
follow up review on the area to confirm whether management agreed
recommendations have been implemented within agreed timescales.

2.5

It has previously been agreed that Members would be notified of all
Rank 1 ‘High Priority’ and Rank 2 ‘Medium Priority’ audit
recommendations that have not been fully implemented within the
agreed date. See Appendix B for details.

3.0

Other Audit Work Undertaken

3.1

Local Government Transparency Code 2015: The objective of the
internal audit was to review the Council website publicly available data
against the Local Government Transparency Code 2015 mandatory
and recommended information areas, to confirm whether the Council
was fully compliant with the Code requirements at the point of audit.

3.2

Audit review identified that the Council are not fully compliant with the
Local Government Transparency Code 2015 at the point of audit – i.e.
information published on the Council website (directly or linked) does
not meet all Code criteria.

3.3

Three recommendations have been made as a result of audit work,
which have been agreed by management, with the latest
implementation date being 30th September 2016.

3.4

HRA balances investigation: On request of the Chief Executive, the
Audit Risk Assurance shared service completed a review of HRA
balances reported to Members between 2014/15 and 2015/16.
The investigation was completed in May and June 2016. The report
was circulated to Members of the Strategy and Resources and Audit
and Standards Committees on 10th June 2016. Formal presentation of
the investigation report was made to Strategy and Resources
Committee on 15th June 2016.

4.0

Conclusions

4.1

The role of Internal Audit is to examine, evaluate, and report on the
adequacy of internal controls. The audit work that has been completed
has either identified that controls are operating as intended, or, where
improvement areas have been identified, made recommendations to
further enhance the level of control.
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Appendix A
The report below includes an ‘opinion’ on the adequacy of controls in the area that has been audited, classified in accordance with
the following descriptions:
CONTROL LEVEL
Good
Satisfactory

Limited

Unsatisfactory

DESCRIPTION
Robust framework of controls – provides substantial assurance. A few minor recommendations (if any) i.e. Rank
3 (Low Priority).
Sufficient framework of controls – provides satisfactory level of assurance – minimal risk. A few areas identified
where changes would be beneficial. Recommendations mainly Rank 3 (Low Priority), but one of two in Rank 2
(Medium Priority).
Some lapses in framework of controls – provides limited assurance. A number of areas identified for
improvement. Mainly Rank 2 (Medium Priority) recommendations, but one or two Rank 1 (High Priority)
recommendations.
Significant breakdown in framework of controls – provides unsatisfactory level of assurance. Unacceptable risks
identified – fundamental changes required. A number of Rank 1 (High Priority) recommendations.

Internal Audit recommendations are graded as follows:
RANK
1
2
3

High
Priority
Medium
Priority
Low
Priority

DESCRIPTION
Necessary due to statutory obligation, legal requirement, Council policy or major risk of loss or damage to Council
assets, information or reputation, or, compliance with External Audit identified key control.
Could cause limited loss of assets or information or adverse publicity or embarrassment. Necessary for sound
internal control and confidence in the system to exist.
Current procedure is not best practice and could lead to minor inefficiencies.
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List of the remaining audits completed as part of the Internal Audit Plan 2015/16
Audit

Comments

Benefits

Audit Objective
The objective of the audit was to identify and assess the adequacy of controls operating in the following
areas:
 Periodic reconciliation of the Benefits system to the relevant feeder systems and general ledger;
 Review and approval of applications for Discretionary Housing Payments;
 Overpayments and exception reports; and
 Benefits system (Civica) controls.

Level of
Assurance
Satisfactory/
Limited

Period of Audit
The audit covered the period to April 2015 to February 2016.
Audit Opinion
On the basis of work carried out during this audit review, and the number and classifications of
recommendations identified through audit testing, the audit opinion is that there is a Satisfactory level
of assurance on the adequacy and operating effectiveness of the benefits controls reviewed, with the
exception of key control reconciliations for which a Limited level of assurance has been provided.
The main areas of weakness identified for which two Rank 1 ‘High Priority’ and two Rank 2 ‘Medium
Priority’ recommendations have been made, are as follows:
 The regular key control reconciliations between the Benefits system to General Ledger for rent
allowances, Council Tax and housing rents, should be checked by another member of the Benefits
team to review supporting documentation and to evidence the checking of the reconciliation as
accurate and correct at the date of review;
 Awards for backdated benefits should clearly demonstrate that good cause eligibility is fully
evidenced;
 The wording on the Discretionary Housing Payment application form on page 1 should be reviewed
with the objective of being consistent with the Council’s Discretionary Housing Payment Policy; and
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Audit

Comments


Level of
Assurance

A refresher training note should be issued to all Housing Benefits staff for processing and
classification of created overpayments.

The recommendations made as a result of this audit have been agreed by management, with the latest
implementation date being April 2016.
Creditors

Audit Objective
The objective of the audit was to identify and assess the adequacy of controls operating in the following
areas:
 The creditors system is periodically reconciled to the general ledger system;
 There is an independent review of exceptions, e.g. payments to new suppliers, potential duplicated
payments;
 A review of purchase orders for which invoices have not been received (open orders) is performed;
 Periodic clearance of suspense and holding account balances support by evidenced management
checks; and
 Staff systems access levels and privileges are regularly reviewed to confirm staff access is still
appropriate and ensures segregation of duties to key processes:
- Processing of purchase orders and authorisation;
- Setting up of new or amendments to suppliers payment details and authorisation;
- Processing and approving Sundry Creditor Payments (no invoice); and
- Authorising invoice and approving payment.

Satisfactory/
Limited

Period of Audit
The audit covered the 10 month period to January 2016.
Audit Opinion
On the basis of work carried out during this audit review, and the number and classifications of
recommendations identified through audit testing, the audit opinion is that there is a Satisfactory level
of assurance on the adequacy and operating effectiveness of creditors controls reviewed, with the
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Audit

Comments

Level of
Assurance

exception of management review of creditor and suspense reconciliations for which a Limited level of
assurance has been provided.
The main areas of weakness identified for which one Rank 1 ‘High Priority’ recommendation has been
made is as follows:
 Management checks had not been performed on the monthly creditor and suspense reconciliations
for the period May to November 2015 to confirm that the reconciliations had been promptly
completed, correctly performed, and that balancing items or outstanding items were being actively
investigated and promptly cleared.
The recommendations made as a result of this audit have been agreed by management, with the latest
implementation date being September 2016.
The audit also included review of prior year recommendations to confirm whether implementation had
been completed. 2014/15 Rank 1 or 2 audit recommendations which have been identified as not
implemented by the agreed date are detailed within Appendix B.
Debtors

Audit Objective
The objective of the audit was to identify and assess the adequacy of controls operating in the following
areas:
 The income/sundry debtors system is periodically reconciled to the general ledger;
 The debtors system is periodically reconciled to the Sundry Debtor Payment Holding control
account;
 Sundry debtors arrears reports are periodically produced and an independent review of the action
taken compared to procedures is performed;
 Periodic clearance of suspense and holding account balances supported by evidenced
management checks; and
 Staff access levels and privileges are regularly reviewed to confirm staff access is still appropriate
and ensures segregation of duties to key processes.

Satisfactory/
Limited
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Audit

Comments

Level of
Assurance

Period of Audit
The audit covered the ten month period to January 2016.
Audit Opinion
On the basis of work carried out during this audit review, and the number and classifications of
recommendations identified through audit testing, the audit opinion is that there is a Satisfactory level
of assurance on the adequacy and operating effectiveness of sundry debtors controls reviewed, with
the exception of management review of sundry debtor reconciliations for which a Limited level of
assurance has been provided.
The main area of weakness identified for which one Rank 1 ‘High Priority’ recommendation has been
made, is as follows:
 Management checks had not been performed on the monthly sundry debtor reconciliations for the
period May to December 2015 to confirm that the reconciliations had been promptly completed,
correctly performed and that balancing items or outstanding items were being actively investigated
and promptly cleared.
The recommendations made as a result of this audit have been agreed by management, with the latest
implementation date being December 2016.
The audit also included review of prior year recommendations to confirm whether implementation had
been completed. 2014/15 Rank 1 or 2 audit recommendations which have been identified as not
implemented by the agreed date are detailed within Appendix B.
Budgetary
Control

Audit Objective
The objective of the audit was to identify and assess the adequacy of controls operating in the following
areas:
 Delegated cost-centre managers are clearly identified;

Satisfactory
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Comments





Level of
Assurance

Budget monitoring reports are reconciled to the General Ledger;
Senior management and member review of capital and revenue income and expenditure against
budget;
Complete and accurate budget reports are produced and issued to cost centre managers on a
regular basis; and
Significant budget variances are identified and investigated (including obtaining supporting evidence
for variances).

Period of Audit
The audit covered the 2015/16 financial year to March 2016.
Audit Opinion
On the basis of work carried out during this audit review, and the number and classifications of
recommendations identified through audit testing, the audit opinion is that there is a Satisfactory level
of assurance on the adequacy and operating effectiveness of controls in place over all areas covered
by this audit.
The main area of weakness identified for which one Rank 2 ‘Medium Priority’ recommendation has
been made, is as follows:
 Audit testing of the audit trail reconciliation from the General Fund committee reports to the General
Ledger, identified a non material error in the spreadsheet used.
The recommendation made as a result of this audit has been agreed by management, with the
implementation date being September 2016.
Housing Rent
Debit

Audit Objective
The objective of the audit was to identify and assess the adequacy of controls operating in the following
areas: To verify that rental update for 2016/17 has been calculated correctly based on the revised rates
agreed by the Council for all current residential properties.

Satisfactory
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Comments

Level of
Assurance

Audit Opinion
On the basis of work carried out during this audit review, and the number and classifications of
recommendations identified through audit testing, the audit opinion is that there is a Satisfactory level
of assurance on the adequacy and operating effectiveness of controls in place over all areas covered
by this audit.
The main areas of weakness identified for which one Rank 1 ‘High Priority’ and two Rank 2 ‘Medium
Priority’ recommendations have been made, are as follows:
 Reconciliation was performed by the Principal ICT Officer, in conjunction with the Systems Training
Officer, between the Principal Accountant (FR) records (number of residential properties) against
Northgate tenancy rent records, to confirm they were in agreement. However, there was no
documentary evidence of a reconciliation to confirm the revised rents for 2016/17 as calculated by
the Principal Accountant (FR) agreed to the Northgate tenancy rent records;
 There was a lack of a validation check to confirm the 2016/17 1% rent reduction for social rents,
approved by the Council as per Government instructions, was correctly applied. One property was
identified by Internal Audit whereby the tenants 2016/17 rent was incorrectly reduced by 15.8%
(£600p.a); and
 Service charges for 11 properties have been incorrectly amalgamated with the rent and therefore
housing benefit, if applicable, may not be correctly calculated (service charges do not attract
housing benefit). In addition the only reference to the service charge is recorded on the ‘notepad’
element of Northgate and therefore there is a risk that this charge may be forgotten and rent
reductions/increase and arrears incorrectly applied.
The recommendations made as a result of this audit have been agreed by management, with the latest
implementation date being February 2017.
Joint Use
Sport Centre

Audit Objective
The objective of the audit was to identify and assess the adequacy of controls operating in the following

Satisfactory
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(JUSC)

areas:
 All income is properly accounted for;
 Income is reconciled and stored in a secure area for banking and has been promptly banked; and
 Sundry debtor invoices are raised promptly and accurately and appropriate recovery action taken
for outstanding debts.
Period of Audit
The audit covered the 12 month period to March 2016.
Audit Opinion
On the basis of work carried out during this audit review, and the number and classifications of
recommendations identified through audit testing, the audit opinion is that there is a Satisfactory level
of assurance on the adequacy and operating effectiveness of controls in place over all areas covered
by this audit.
The main areas of weakness identified for which five Rank 2 ‘Medium Priority’ recommendations have
been made, are as follows:
 There was no documentary evidence to confirm that independent verification checks on the 2015/16
scale of charges, approved by the Strategic Head (Customer Services), had been correctly updated
to the JUSC cash tills. Discrepancies were identified by Internal Audit between the approved scale
of charges, JUSC cash tills and Council website list of charges;
 The regular checks performed by the Facilities Management Officer to confirm the correctness and
completeness of the cash-ups performed by Community and Facilities staff was found to be
incomplete and may not identify unauthorised activity;
 VAT was being inconsistently applied between the two JUSCs for the same events. Dependant on
the results of discussions between the Community and Facilities Officers and Finance regarding the
correct VAT treatment and the extent of the issue there may be a potential under/over VAT claim.
Two audit recommendations were raised; and
 There was found to be no reconciliation of the takings to banking general ledger control account for
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Comments

Level of
Assurance

2015/16, which should return to nil subject to timing differences. A review of the two accounts (one
for each JUSC) by Internal Audit identified long unmatched transactions.
The recommendations made as a result of this audit have been agreed by management, with the latest
implementation date being the later of either October 2016 or the next fee change.
Payroll

Audit Objective
The objective of the audit was to identify and assess the adequacy of controls operating in the following
areas:
 A regular reconciliation of the payroll system to the general ledger is performed and is subject to
management review and approval; and
 Exception reports are promptly and correctly checked and subject to timely management review.

Satisfactory

Period of Audit
The audit covered the 11 month period to February 2016.
Audit Opinion
On the basis of work carried out during this audit review, and the number and classifications of
recommendations identified through audit testing, the audit opinion is that there is a Satisfactory level
of assurance on the adequacy and operating effectiveness of controls in place over all areas covered
by this audit.
The main areas of weakness identified for which two Rank 2 ‘Medium Priority’ recommendations have
been made, are as follows:
 There is no documentary evidence to confirm that as part of the Finance management review of the
net pay exception report that a random sample check is performed by management to confirm the
officers’ net pay variance explanations; and
 There is no control check to confirm the completeness of the net pay variance report, i.e. all
employees and their net pay has been correctly and completely reported.
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Comments

Level of
Assurance

The recommendations made as a result of this audit have been agreed by management, with the latest
implementation date being December 2016.
Project
Management

Audit Objective
The objective of the audit was to identify and assess the adequacy of controls operating in the following
areas:
 Management should provide adequate governance over the project to ensure the project is
adequately defined and approved;
 Procedures should be defined to keep management informed of the progress on projects.
 Communications and escalation procedures should be in place to allow management to response to
issues as they arise;
 The project management activity should provide appropriate oversight and process to ensure the
timely execution of the project plan and to mitigate risks as they are identified. In addition, issues
are resolved or escalated to the appropriate management level, quality of process is maintained,
costs are minimised and maintained and appropriate decisions are made at each critical milestone.
 Developments and procurements are in line with corporate procedures;
 Project management approach should be commensurate with the size, complexity and regulatory
requirements of the project; and
 The project management controls should ensure adequate financial, communication and meeting
deadlines have appropriate involvement by the stakeholders and there is iterative evaluation of
risks, monitoring, and escalation of issues as required.

Satisfactory

Period of Audit
The audit covered a sample of the projects held currently on the SDC Corporate Project Register for
the 2015/16 year.
Audit Opinion
On the basis of work carried out during this audit review, and the number and classifications of
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recommendations identified through audit testing, the audit opinion is that there is a Satisfactory level
of assurance on the adequacy and operating effectiveness of controls in place over all areas covered
by this audit.
The main areas of weakness identified for which five Rank 2 ‘Medium Priority’ recommendations have
been made, are as follows:
 Management should consider rolling out a project management tool across the organisation, such
as Microsoft Project, to ensure that a consistent and controlled approach is maintained;
 The Gateway Review should become a formal process with appropriate documentation produced to
support decision making at the relevant stages of the project and authorised by the appropriate
individual(s);
 Individual project highlight reports should be produced for inclusion at the monthly project board
meetings to inform project board members of the current status of the project;
 In order to ensure that project risks are monitored throughout the project lifecycle, they are
reviewed, revised and reported on a regular basis; and
 As part of Benefits Realisation commenced at the conclusion of a project, a Cost Benefits Analysis
is undertaken to ensure that the changes made are beneficial to the organisation.
The recommendations made as a result of this audit have been agreed by management, with the latest
implementation date being June 2016.
Treasury
Management

Audit Objective
The objective of the audit was to identify and assess the adequacy of controls operating in the following
areas:
 The organisation has established a Treasury Management Policy (TMP) and investment strategy
that has been approved;
 An up to date procedures manual has been produced;
 Clear and concise records are maintained to support all borrowing and lending decisions and
transactions;

Satisfactory
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Level of
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All transactions are correct and properly authorised;
A daily and longer term cash flow statements are produced;
Staff systems access to the Treasury system is regularly reviewed to confirm only current and
appropriate staff have access to the system; and
Reconciliation of investment/borrowing records to the general ledger has been promptly and
correctly performed (KPMG Key Control).

Period of Audit
The audit covered the period April 2015 to January 2016.
Audit Opinion
On the basis of work carried out during this audit review, and the number and classifications of
recommendations identified through audit testing, the audit opinion is that there is a Satisfactory level
of assurance on the adequacy and operating effectiveness of controls in place over all areas covered
by this audit.
The main areas of weakness identified for which four Rank 2 ‘Medium Priority’ recommendations have
been made, are as follows:
 Although discussions with Finance management have identified that they are aware of the issues,
there is no documentary evidence of a formal review of the risks and issues regarding segregation
of duties within the treasury function or that the risks, at the time of the audit, have been recorded in
the Risk Register;
 The deal ticket completed by the deal initiator is not provided to the payment approver to confirm
the deal details. In addition a Council counterparty confirmation for investments is not produced and
despatched to the counterparty as per TMP (Part 2 Schedules);
 Counterparty confirmation notes are not always checked promptly and in some cases there is a lack
of evidence that the documents have been checked. In addition the payment authoriser checks the
counterparty’s settlement details processed by the deal initiator to the counterparty Standard
Settlement Instructions (SSIs) held by the Senior Accountancy Officer (main dealer). However,
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counterparty SSIs have not been obtained for all counterparties that the Council is currently dealing
with; and
The quarterly treasury reconciliations between the General Ledger and Treasury Management
systems did not involve reconciliations of borrowing, investment principal balances or encompass
the treasury management spreadsheet.

Three of four Rank 2 recommendations made as a result of this audit have been agreed by
management, with the latest implementation date being December 2016.
The remaining recommendation regards the deal ticket has not been accepted by management at the
point of audit, however the Accountancy Manager has confirmed the recommended control will be reconsidered when the Council treasury management system is reviewed by Finance within 2016/17.
General
Ledger

Audit Objective
The objective of the audit was to identify and assess the adequacy of controls operating in the following
areas:
 System restrictions to inputting one-sided journals;
 Periodic production and independent review of journal exception reports;
 Periodic review and clearance of suspense and control accounts;
 Adequate password-based access restrictions to the General Ledger (GL);
 Regular evidenced, independent review of user access rights to the GL, including user roles to
ensure segregation of duties as set out in financial procedures; and
 Regular evidenced, independent review of the appropriateness of access rights of ‘super users’ (i.e.
those with administrator system access).

Good/
Satisfactory

Period of Audit
The audit covered the period April 2015 to March 2016.
Audit Opinion
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On the basis of work carried out during this audit review, and the number and classifications of
recommendations identified through audit testing, the audit opinion is that there is a Satisfactory level
of assurance on the adequacy and operating effectiveness of the general ledger controls reviewed, with
the exception of journal controls for which a Good level of assurance has been provided.
The main areas of weakness identified for which two Rank 2 ‘Medium Priority’ recommendations have
been made, are as follows:
 For all ‘key’ account reconciliations that are required to be carried out there should be:
 A listing of all required reconciliations;
 Items/systems is to be reconciled;
 Frequency of reconciliation;
 Who is responsible to complete; and
 Who is responsible for review and authorisation.
The listing should be regularly monitored to ensure that all reconciliations are performed regularly,
on a timely basis, and have been subject to timely management review; and
 That the Accountancy Manager initiates discussions with HR and IT with a view to introducing
procedures that ensure that IT is advised promptly of all leavers and that this information is
cascaded down to all system administrators who deal with their systems access rights. In an
integrated solution to all issues identified, such discussions should include the need to revise starter
and leaver forms and to put in place a procedure that would ensure access rights are reviewed
periodically.
The recommendations made as a result of this audit have been agreed by management, with the latest
implementation date being December 2016.
Benefits Uprating

Audit Objective
The objective of the audit was to identify and assess the adequacy of controls operating in the following
area: To confirm that the 2016/17 housing benefit up-rating, as per DWP circular A13/2015 (revised),
have been accurately updated to the Benefits system.

Good
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Audit Opinion
On the basis of work carried out during this audit review, and the number and classifications of
recommendations identified through audit testing, the audit opinion is that there is a Good level of
assurance on the adequacy and operating effectiveness of controls in place over all areas covered by
this audit.
VAT

Audit Objective
The objective of the audit was to identify and assess the adequacy of controls operating in the following
areas:
 VAT returns are completed every month;
 The Fees and Charges booklet details the correct VAT status for each source of income;
 All income is correctly recorded with the VAT status and calculations; and
 That all invoices processed by the Council, whether direct or through grant -aided bodies, are
correctly coded to allow the recovery of VAT.

Good

Period of Audit
The audit covered the period to the transactions within 2015/16 year.
Audit Opinion
On the basis of work carried out during this audit review, and the number and classifications of
recommendations identified through audit testing, the audit opinion is that there is a Good level of
assurance on the adequacy and operating effectiveness of controls in place over all areas covered by
this audit.
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Details of Internal Audit ‘Rank 1’ and ‘Rank 2’ Recommendations not implemented by the agreed date
The recommendations below were originally raised within 2014/15 internal audit reports and agreed by management. Follow up of
the recommendations was completed in quarter four 2015/16 and identified that they had not been implemented at that point.
The table below confirms the original recommendation and management response, as well as the follow up audit findings with
updated management response and agreed timings for recommendation implementation.
Original internal audit report
Date Audit
Recommendation
and
Rank
Oct
Developme A reconciliation, at least
2014 nt Control
quarterly, should be
undertaken between the
fees and charges posted to
Uniform and the general
ledger to confirm all income
has been correctly
accounted for. This should
then replace the need for
the existing ‘one for one’
check between Uniform and
Cashier reports.
The reconciliation should be
signed by the person
performing this control and
be subject to management
formal review and approval.
Rank 2

Follow up internal audit report
Management
response Management response
and implementation date
Agreed.
Internal Audit findings
The Principal Business Support Officer advised
th
30 April 2015
that since the audit in October 2014 two new
payment methods had been introduced to
enable the general public or businesses to pay
their planning applications.
Although various different checks/controls had
also been implemented for each payment
method they are manually intensive, may not
be complete and do not all involve
management review and approval.
Management response
An ICT solution to replace the need to
manually reconcile fees and charges is
currently being tested and will be rolled out
once the tests are complete.
Revised implementation date – September
2016.
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Original internal audit report
Date Audit
Recommendation
and
Rank
Jan
Brimscombe Quarterly reports with
2015 Port
financial accounts, including
a list of outstanding debtors
should be promptly provided
to the Stroud Valleys Canals
Company (SVCC) Board as
per the Memorandum of
Agreement. Rank 2

Follow up internal audit report
Management
response Management response
and implementation date
Accepted.
Internal Audit findings
This action has been taken
The 2014-15 financial year end accounts and
rd
and data provided for the 3
list of outstanding debtors was emailed to the
quarter and will be in future. SVCC Board members on 16th July 2015. In
addition the financial accounts for 2015-16 first
5th Jan 2015
quarter accounts was presented to SVCC
Board members at the 14th October 2015
meeting.
The Brimscombe Port financial accounts and
list of outstanding debtors for the second and
third quarters have not yet been provided to
the SVCC Board members.
The Business Improvement Officer, who was
solely responsible for the accounting
administration and records for Brimscombe
Port went on long term absence during
October 2015 and has not yet returned to
work. As a result there was no formal
handover of the work or required training to
another Asset Management Business Support
Officer to perform these responsibilities.
Therefore the Head of Asset Management
advised that during this period the main
emphasis has been to pay invoices, raise rent
and service charge invoices and production of
the VAT return.
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Original internal audit report
Date Audit
Recommendation
Rank

Jan
2015

Jan
2015

Follow up internal audit report
and Management
response Management response
and implementation date

Brimscombe Monthly formal
Port
reconciliations of the cash
book to the bank account,
including sales and
purchase ledger control
accounts if introduced,
should be performed and
subject to review and
approval by management.
Rank 2

Brimscombe A regular review of the
Port
outstanding debtors should
be undertaken by
management of the
outstanding debts and the
documented recovery
procedures and those laid

Accepted.
Regular reconciliations are
being undertaken and will
be signed off by the Head of
Service.
End Feb 2015

Accepted.
Some of the outstanding
debts were not identified at
the handover making it very
difficult to monitor and
collect as the correct
procedure had not been

Management response
The Management Accounts for Brimscombe
Port are being managed by the Business
Support Officer and Year End will be reported
to SVCC Board and quarterly reports made
thereafter.
Internal Audit Findings
There is no documentary evidence that Sales
and Purchase Ledger Control accounts have
been created and reconciled. In addition the
Cash Book being operated represents the
monthly download of Brimscombe Port bank
statements rather than a record maintained by
the Business Support Officer of all payments
made and income banked, which is then
subject to reconciliation.
Management response
Monthly reconciliations will be documented by
end May 2016.
Internal Audit findings
The Head of Asset Management advised that
she is aware of and regularly monitors the two
main debtors, which have debt repayment
issues. However, the Head of Asset
Management may not be fully up to date with
the other outstanding debts as she does not
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Original internal audit report
Date Audit
Recommendation
and
Rank
down in the tenancy
agreement should be
robustly followed. Rank 2

Jan
2015

April
2015

Follow up internal audit report
Management
response Management response
and implementation date
followed by SVCC. Payment receive a regular schedule detailing all debts
plans are being agreed with outstanding, type and age of the debts, etc.
tenants so that procedures
will be put in place to chase Management response
debts more efficiently.
Brimscombe Port debtors will be reported and
reviewed by the Property Manager on a
th
30 June 2015
monthly basis with quarterly reports to the
Head of Asset management with effect from
end April 2016.
Brimscombe Those debts that are not
Accepted.
Internal Audit findings
Port
considered recoverable,
The debt that is considered
The Head of Asset Management advised that
with approval from Head of
unrecoverable is still being
some debts had been renegotiated, but there
Asset Management, should chased, the situation is not
was at least one debt of approximately £4k that
be appropriately adjusted
straightforward but is being
still requires to be written off.
and/or accounted for within
dealt with.
the accounting records.
Management response
Rank 2
31st Mar 2015
SVCC Board will make the decision to write
this debt off, however decided not to in 2015. A
recommendation will be taken to Board with
the end of year accounts in May for write off.
Creditors
The rationale and the
Accepted.
Internal Audit findings
system parameters relating
A review of the system
The Accountancy Manager advised that this
to the creditor and suspense parameters will be
had not been implemented.
reconciliations and
undertaken as part of an
exception reports should be Agresso Systems review.
Management response
clearly documented so that
Previously accepted recommendation but not
their purpose and design
Sept 2015
implemented due to delay in appointing
can be understood and
Systems Accountant. To be implemented. This
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Date Audit
Recommendation
Rank
validated. Rank 2

April
2015

Creditors

Feb
2015

Debtors

Feb
2015

Debtors

Follow up internal audit report
and Management
response Management response
and implementation date
will take at least 6 to 12 months to implement
as it involves detailed procedure writing and
creation of a glossary. Target of 31st March
2017.
A review of all users with
Accepted.
Internal Audit findings
update access to the
Will review as part of annual The Accountancy Manager advised that this
payment files should be
Agresso users review.
had not been implemented.
undertaken to ensure only
appropriate staff have
Annually from March 2015
Management response
access, the correct access
Previously accepted – want to review way in
and to reduce the number of
which Agresso access is granted. Form
staff with update access.
completed for new users but amendment to
Rank 2
access rights dealt with via ad-hoc requests.
Review of users with update access to
payment files to be performed as part of
Agresso users review. Implementation date –
Aug 16.
The Finance sundry debtor
Accepted.
Internal Audit findings
meetings should take place Accountancy Manager to
There have been no quarterly Finance debtor
quarterly and arrangements invite relevant staff to
meetings held during the current financial year.
made for other Finance staff quarterly meetings to review
to attend in the absence of
service’s sundry debt
Management response
any one of the main staff
positions.
Quarterly meetings to commence from June
that attends the meetings.
2016 with Systems Accountant and other
Rank 2
April 2015
relevant staff. Implementation date – June
2016.
The rationale and the
Accepted.
Internal Audit findings
system parameters relating
The Accountancy Manager advised that this
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Date Audit
Recommendation
and Management
response
Rank
and implementation date
to the sundry debtor
Sept 2015
reconciliations should be
clearly documented so that
their purpose and design
can be understood and
validated. Rank 2

June
2015

IT

The Information Security
Policy (ISP) review and
update should be completed
as soon as possible,
authorised and published.
Only one version of the
Policy should be in use. The
Policy should:




Recommendations have
been noted. Corporate
Team are scheduled to
review a revised ISP in
September.
Sept 2015

Follow up internal audit report
Management response
had not been implemented.
Management response
Previously accepted recommendation but not
implemented due to delay in appointing
Systems Accountant. To be implemented.
This will take at least 6 to 12 months to
implement as it involves detailed procedure
writing and creation of a glossary.
Implementation date estimate – 31st March
2017.
Internal Audit findings
The ICT Delivery Manager advised that he had
written an updated draft Information Security
Policy, which had been reviewed by the
Strategic Head (Finance and Business
Services) and who has requested amendments
by end of March 2016.
The ICT Delivery Manager advised that once
approval of the updated Information Security
Policy has been obtained from the Strategic
Head (Finance and Business Services) it will
be presented to the Corporate Team for
review, consideration and approval. The
Information Security Policy will then be passed
to Human Resources (and the Trade Union if
required) for comment and approval.

Clearly explain Service
area, Members and IT
responsibilities, which is
pertinent to their function
and capability;
Confirm how compliance
will be monitored and
results actioned;
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Original internal audit report
Date Audit
Recommendation
and Management
response
Rank
and implementation date
 Fully document the
minimum security
standards and
requirements appropriate
to the Council’s data deviations to the
standards to be formally
documented and
approved by the ICT
Delivery Manager;
 Be written in ‘user
friendly’ language; and
 Clearly document
consequences for non
compliance.

June
2015

IT

All staff and members
should then be instructed to
read the Policy and formally
sign to confirm their
understanding. Rank 1
The Council should ensure
that evidence of Information
Security Policy sign up is
retained for all officers e.g.
within the employee HR file.
Network user access should

ICT will discuss with HR
how to develop a procedure
that will ensure all new
starters read and sign the
security policy before ICT
proceed with the request to
create a new user on the

Follow up internal audit report
Management response

Management response
The recommendation is in progress. The target
date for approval and release of the
Information Security Policy is 30th June 2016.

Internal Audit findings
The ICT Delivery Manager confirmed that staff
and contractors are still being set-up on the
Council’s systems without evidence or
confirmation that they have read the
Information Security Policy and signed to
confirm this. The ICT Delivery Manager
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Original internal audit report
Date Audit
Recommendation
and
Rank
not be actioned, until
evidence has been obtained
(and retained) to confirm an
officer has reviewed and
accepted the Council
Information Security Policy.
Rank 2

Follow up internal audit report
Management
response Management response
and implementation date
network.
advised that there are still instances where
HR/ICT are contacted advising that an
th
9 June 2015
employee or contractor has started and
requires immediate access to perform their
work. ICT have been compelled to set them
up on the Council’s systems.
Internal Audit is aware from other audit work
that staff and agency workers have been given
access to Stroud systems before they have
read and confirmed their understanding of the
Information Security Policy.
Management response
The recommendation is planned for
implementation following release of the
updated Information Security Policy. All staff
and Members will be required to review and
‘sign up’ to the Policy. This will be actioned
through the Hub and an acknowledgement and
submit requirement on the Policy document.
The process and responsibility for monitoring
of Information Security Policy sign up is
currently under discussion between ICT and
HR and will be confirmed by the point of
Information Security Policy release.
Implementation date - 30th June 2016 onwards.
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Original internal audit report
Date Audit
Recommendation
and
Rank
June IT
HR and Managers should
2015
be reminded of the ICT
deregistration process including the importance of
complete and timely
information submission to
ICT, to ensure that leaver’s
network user access is
disabled accordingly. Rank
2

June
2015

IT

The Council should ensure
that signed and authorised
home working agreements
are retained for all relevant
employed Council officers
e.g. within the employee HR
file.
Remote user access should
not be actioned, until
evidence has been obtained
to confirm that home

Follow up internal audit report
Management
response Management response
and implementation date
The issue will be raised with Internal Audit findings
HR.
There was no documentary evidence to
confirm Service Managers have been
9th June 2015
reminded of the ICT deregistration process.
Management response
ICT deregistration is an area within the
updated Information Security Policy. Officers
and Members will be updated through release
of the Policy – implementation date 30th June
2016.

ICT is in discussion with HR
to develop a procedure that
will ensure all requests for
home working and the
relevant documentation is
signed and filed before the
request is forwarded to ICT.
In the interim, ICT have
been reminded to check
with HR that the relevant
documentation is signed
and on file before actioning

It must be emphasised that ICT require
notification of leavers, from HR and/or service
leads/managers, to ensure that leavers can be
appropriately deregistered from the network.
Internal Audit findings
The ICT Delivery Manager advised that there
are 244 accounts, which includes 40 third
parties (contractors requiring external access
to the Council’s systems) that have remote
user access.
A sample of 11 accounts was selected to
confirm the user had signed the home/remote
working agreement. There was no
documentary evidence on HR personnel files
that a signed agreement was obtained for
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Original internal audit report
Date Audit
Recommendation
Rank
working has been
authorised. Rank 2

Follow up internal audit report
and Management
response Management response
and implementation date
the request. Ongoing.
seven employees. In addition two Members
have signed an Agreement for External
Organisations which mainly refers to the
Member reading and complying with the out of
date IT Information Security Policy.
Management response
Home working is an area within the updated
Information Security Policy. Officers and
Members will be updated through release of
the Policy – implementation date 30th June
2016. ICT are also reviewing help desk ticket
options to support home working request and
authorisation audit trail.
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STROUD DISTRICT COUNCIL

AGENDA
ITEM NO

AUDIT AND STANDARDS COMMITTEE

8

5 JULY 2016
Report Title
Purpose of Report

Decision(s)

Consultation and
Feedback
Financial Implications
and Risk Assessment

INTERNAL AUDIT QUALITY ASSURANCE AND
IMPROVEMENT PROGRAMME (QAIP)
To provide the Audit and Standards Committee with
an introduction to the Internal Audit QAIP as
required by the Public Sector Internal Audit
Standards (PSIAS) 2013.
It is recommended that the Audit and Standards
Committee reviews and considers the Internal Audit
QAIP (which includes both internal and external
assessments and reporting arrangements) and
formally approves its adoption.
None.
There are no financial implications arising from the
report.
David Stanley, Accountancy Manager
Tel: 01453 754100
Email: david.stanley@stroud.gov.uk
Risk Assessment:
Non delivery of an Internal Audit QAIP would risk
non compliance with legislation / mandatory
professional standards.

Legal Implications

Failure to deliver an effective Internal Audit Service
would prevent an independent, objective assurance
opinion from being provided to those charged with
governance, that the key risks associated with the
achievement of the Council’s objectives are being
adequately controlled.
In this case the legal implications are identical to the
risks identified under “Financial Implications and
Risk Assessment”.
Alan Carr, Solicitor
Tel: 01453 754357
Email: alan.carr@stroud.gov.uk
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Report Author

Options

Performance
Management Follow
Up

Background Papers/
Appendices

Theresa Mortimer
Head of Audit Risk Assurance (Chief Internal
Auditor)
Tel: 01453 754111
Email: theresa.mortimer@stroud.gov.uk
Consideration has been given to not producing a
QAIP. This has been discounted, due to the PSIAS
mandatory requirements.
The QAIP will be reviewed annually to ensure that it
is in accordance with the requirements of the
PSIAS. Any changes will be presented to the Audit
and Standards Committee for review and formal
adoption.
Appendix A: Internal Audit Quality Assurance and
Improvement Programme
Background papers:
Accounts and Audit Regulations 2015
PSIAS 2013
Council Constitution
Audit and Standards Committee Terms of Reference

1.

Background

1.1 The Accounts and Audit Regulations 2015 require the Council to
‘undertake an effective internal audit to evaluate the effectiveness of its
risk management, control and governance processes taking into account
public sector internal auditing standards or guidance.’
1.2 The PSIAS 2013 require the Chief Internal Auditor to develop and
maintain a QAIP that covers all aspects of the internal audit activity and
enables an evaluation of the internal audit activity conformance with the
Standards. The programme also assesses the efficiency and
effectiveness of the internal audit activity and identifies opportunities for
improvement.
1.3 The QAIP assists the Audit and Standards Committee in their role to
‘undertake the audit and standards functions of the Council’ and ‘make
recommendations for improvement across the Council’.
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Introduction
The institute of Internal Auditors (IIA) / Global Practice Guide “Quality Assurance and
Improvement Programme” (QAIP) defines a quality assurance and improvement
programme as:
“An ongoing and periodic assessment of the entire spectrum of audit and consulting work
performed by the internal audit activity. These ongoing and periodic assessments are
composed of rigorous, comprehensive processes; continuous supervision and testing of
internal audit and consulting work; and periodic validations of confirmation with the
Definition of Internal Auditing, the Code of Ethics, and the Standards. This also includes
ongoing measurement and analyses of performance metrics (e.g. internal audit plan
accomplishment, recommendations accepted and customer satisfaction). If the
assessments’ results indicate areas for improvement by the internal audit activity, the Chief
Internal Auditor will implement the improvements through the QAIP.”

The Public Sector Internal Audit Standards (PSIAS) 2013
The Public Sector Internal Audit Standards (PSIAS) require the following:
Standard 1300: Quality Assurance and Improvement Programme
The Chief Internal Auditor must develop and maintain a quality assurance and improvement
programme that covers all aspects of the internal audit activity which enables an evaluation
of the internal audit activity’s conformance with the standards. The programme also
assesses the efficiency and effectiveness of the internal audit activity and identifies
opportunities for improvement.
Standard 1310: Requirements of the Quality Assurance and Improvement Programme
The quality assurance and improvement programme must include both internal and external
assessments:
1311: Internal Assessments
Internal assessments must include:
 Ongoing monitoring of the performance of the internal audit activity; and
 Periodic self-assessments or assessments by other persons within the
organisation with sufficient knowledge of internal audit practices.
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1312: External Assessments
External assessments must be conducted at least once every five years by a
qualified, independent assessor or assessment team from outside the organisation.
The Chief Internal Auditor must discuss with the board:
 The form of external assessments (full external assessment or a selfassessment with independent validation);
 The qualifications and independence of the external assessor or assessment
team, including any potential conflict of interest; and
 The need for more frequent external assessments.
Standard 1320: Reporting on the Quality Assurance and Improvement Programme
The Chief Internal Auditor must communicate the results of the quality assurance and
improvement programme to ‘senior management’ (in Stroud District Council – Corporate
Team) and the Board (in Stroud District Council - Audit and Standards Committee):
1321: Use of “Conforms to the International Standards for the Professional
Practice of Internal Auditing”
The Chief Internal Auditor may state that the internal audit activity conforms with the
International Standards for the Professional Practice of Internal Auditing only if the
results of the quality assurance and improvement programme support this statement.
1322: Disclosure of non-conformance
When non-conformance with the Definition of Internal auditing, the Code of Ethics or
the Standards impacts on the overall scope or operation of the internal audit activity,
the Chief Internal Auditor must disclose the non-conformance and the impact to
senior management and the board.
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Benefits of a QAIP
Internal Audit’s QAIP is designed to provide reasonable assurance to its key stakeholders
that it:
 Performs its work in accordance with its Charter (which is consistent with the
PSIAS);
 Operates in an effective and efficient manner; and
 Is adding value and continually improving the service it provides.

Responsibility
The Chief Internal Auditor is responsible for the QAIP which covers all types of Internal
Audit activities, including consultancy work and will ensure that the results of this
programme are communicated to the Corporate Team and the Audit and Standards
Committee as part of the review of the effectiveness of the Internal Audit Service.
The Chief Internal Auditor is required to develop a QAIP that includes both internal and
external assessments.
To achieve comprehensive coverage of all aspects of the internal audit activity, a QAIP
must effectively be applied at three fundamental levels (or perspectives):
 Internal Audit Engagement Level;
 Internal Audit Activity Level; and
 External Perspective.
Appendices 1 to 3 below provide the detail of Stroud District Council’s Internal Audit QAIP
which is in line with the above three perspectives:
 Appendix 1: Internal Audit QAIP;
 Appendix 2: Specific Internal Audit Performance Measures; and
 Appendix 3: Improvement Plan 2016/17 onwards.
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Appendix 1

Internal Audit Engagement Level
This is a self-assessment at the audit, engagement or
operational level where the Chief Internal Auditor provides
assurance that:
Appropriate processes have been used to translate audit plans
into specific, appropriately resourced audit engagements.

Evidence
 The audit planning methodology is detailed within the Internal
Audit Manual and provides for stakeholder consultation.
 The risk based internal audit plan sets out the estimated
resources required for each activity.
 The right people with appropriate skills and expertise are
allocated – Capacity/Resource planning spreadsheet. This
includes external specialist skills if required e.g. ICT audit.
 Audit work is co-ordinated / correlated with other sources of
assurances identified as part of planning and Annual
Governance Statement processes.
 Annual planning meetings are arranged between Directors /
Managers, External Audit and Finance to establish audit
priorities and agree the format and timetabling for ongoing
dialogue during the year. The plan is also discussed with the
Chair of the Audit and Standards Committee in advance of the
full committee meeting.
 Risk Based planning templates completed by Principal Auditors
for consideration by the Chief Internal Auditor.
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This is a self-assessment at the audit, engagement or
operational level where the Chief Internal Auditor provides
assurance that:

Appendix 1

Evidence
 Terms of reference are prepared for each audit activity which is
agreed with the appropriate client, clearly articulating the risks,
the scope of our work, the assurance to be provided.

Planning, fieldwork conduct and reporting / communicating
results to conform to the Definition of Internal Auditing, the Code
of Ethics and the Standards.

 The Internal Audit Manual sets out the various processes to
ensure consistent conformance to the Definition of Internal
Auditing, the Code of Ethics and Standards.
 In accordance with the PSIAS the Internal Audit Charter has
been developed and is operational. The Charter is reviewed
annually and approved by the Corporate Team and the Audit
and Standards Committee. The Charter details the Definition of
Internal Audit, Code of Ethics and is in compliance with the
PSIAS.
 Risks relevant to the activity have been assessed and the
objectives of the audit reflect this risk assessment.
 Audit findings, conclusions and recommendations are
adequately supported by relevant, reliable and sufficient
evidence.
 Working papers and evidence to support opinions and
recommendations.
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This is a self-assessment at the audit, engagement or
operational level where the Chief Internal Auditor provides
assurance that:

Appendix 1

Evidence
 Communications of results at closing meeting.
 Regular plan monitoring to ensure that the work is achieved
within the resource budget and approved plan.
 KPI’s to ensure reports are accurate, objective, clear, concise
and timely.
 Annual staff appraisal and 6 monthly reviews completed.
 Post audit self-evaluation forms completed by staff for all audit
activities identifying what’s gone well, lessons learned and any
opportunities for improvement.
 Internal Audit Feedback Survey forms sent to the client at the
end of each activity. Results are reported annually to the Audit
and Standards Committee.
 Quality control process: review and sign-off of working
papers/reports.
 Annual conflict of interest forms completed.
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This is a self-assessment at the audit, engagement or
operational level where the Chief Internal Auditor provides
assurance that:

Appendix 1

Evidence
 Annual reminder sent to Internal Audit staff to obtain their sign
up to their responsibilities under PSIAS including ethical
responsibilities including our integrity, objectivity, competence
and confidentiality in accordance with Internal Audit’s Code of
Ethics.

Appropriate mechanisms are established and used to follow up
management actions in response to audit recommendations.

 The recommendation monitoring process is detailed within the
Internal Audit Manual.
 Actions are recorded in the Council’s Audit Management
System (Galileo).
 Where audit activities report a limited opinion on control and/or
risk, consideration is given within the following year’s audit plan
to conducting a detailed follow-up review.
 Management, at the request of the Audit and Standards
Committee, are required to attend Audit and Standards
Committee to report on progress of recommendations made in
relation to limited assurance reports.
 Limited Assurance reports are also provided to relevant risk
champions to ensure the findings are embedded into corporate
performance/risk monitoring and reporting processes.
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This is a self-assessment at the audit, engagement or
operational level where the Chief Internal Auditor provides
assurance that:
Post-engagement client surveys, lessons learned, selfassessments and other mechanisms to support continuous
improvement are completed.

Appendix 1

Evidence
 Internal Audit Feedback Survey forms sent to the client at the
end of each activity. Feedback informs enhancements. Results
are reported annually to the Audit and Standards Committee.
 Post audit self-evaluation forms completed by all auditors for all
audit activities identifying what’s gone well, lessons learned and
any opportunities for improvement.
 121s, annual staff appraisal and 6 monthly reviews completed.
 Attendance at training courses, webinars, briefing sessions
(internal and external) and corporate groups to ensure that staff
are up to date with current developments. Sharing of the
knowledge gained is completed with the wider team to ensure
that all staff are aware of current relevant areas.
 Members of peer groups e.g. District Council’s Chief Internal
Auditor Group, Counties Chief Internal Auditors Network
(CCAN), Midland Counties Chief Internal Auditors Group
(MCCIAG), Fraud/ICT Groups, and National Fraud Initiative.
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Appendix 1

Internal Audit Activity Level
This is a self-assessment at the internal audit activity or
organisational level where the Chief Internal Auditor
provides assurance that:
Written policies and procedures, covering both technical and
administrative matters are formally documented to guide audit
staff in consistent conformance with the Definition of Internal

Evidence

An annual assessment is undertaken, which is reported to the
Audit and Standards Committee, in order to determine the extent to
which Internal Audit conforms to the Definition of Internal Auditing,
the Code of Ethics and the Standards.

Auditing, the Code of Ethics and the Standards.
The following policies and procedures are in place:
 Internal Audit Charter setting out the purpose, authority and
responsibility of Internal Audit.
 Internal Audit Manual providing guidance on working practices.
 Galileo User guide providing technical guidance on the use of
the automated audit management system.
 Internal Audit Guide issued to client at the start of each activity.
 Internal Audit Code of Ethics – signed up to annually.
 Anti-Fraud and Corruption Policy Statement and Strategy.
 Risk Management Strategy.
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This is a self-assessment at the internal audit activity or
organisational level where the Chief Internal Auditor
provides assurance that:

Appendix 1

Evidence
 Use of Galileo (Audit Management System) helps to ensure
that activities are undertaken in a consistent manner and also
demonstrates that key stages of the audit have been subject to
appropriate supervision and management.

Audit work conforms to written policies and procedures

 Working papers, draft reports and final reports are approved as
appropriate by Principal Auditors / Chief Internal Auditor in
order to ensure that the work meets the objectives identified
within the terms of reference and also that it has been
completed in accordance with the Audit Manual and, where
applicable, the Galileo User Guide.
 Regular plan monitoring by the Chief Internal Auditor.
Audit work achieves the general purposes and responsibilities
described in the Internal Audit Charter, and conforms to the
Definition of Internal Auditing, the Code of Ethics, and the
Standards.

 As above, an annual assessment is undertaken, which is
reported to the Audit and Standards Committee in order to
determine the extent to which Internal Audit conforms to the
Definition of Internal Auditing, the Code of Ethics and the
Standards.
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This is a self-assessment at the internal audit activity or
organisational level where the Chief Internal Auditor
provides assurance that:
Internal audit work meets stakeholder expectation.

Appendix 1

Evidence
 Annual planning meetings are arranged between Directors /
Managers and Finance to establish audit priorities and agree
the format and timetabling for ongoing dialogue during the year.
 Terms of reference are agreed with the client to ensure that the
proposed scope of the work is aligned to risk.
 Internal Audit Guide issued to client at the start of each activity
which explains the role of internal audit.
 An Activity Manager / Principal Auditor is assigned to each
activity to QA-review the working papers, draft and final report.
 Closing meetings held with the client to discuss the key
findings, any proposed recommendations to be made and the
assurance opinions given.
 Internal Audit Feedback Survey forms sent to the client at the
end of each activity. Feedback informs enhancements. Results
are reported annually to the Audit and Standards Committee.
 Quarterly activity / monitoring reports to Audit and Standards
Committee.
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This is a self-assessment at the internal audit activity or
organisational level where the Chief Internal Auditor
provides assurance that:

Appendix 1

Evidence
 Review of the effectiveness of the Audit and Standards
Committee may highlight additional areas of training required.

The internal audit activity adds value and improves the
organisation’s operations.

 Keeping up to date with developments in governance, risk
management, control and internal auditing, including
networking with other Chief Internal Auditors (County and
District Chief Auditor’s Networks) and learning from them,
implementing improvements where appropriate.
 Attendance at training courses, webinars, briefing sessions
(internal and external) and corporate groups to ensure that staff
are up to date with current developments. Sharing of the
knowledge gained is completed with the wider team to ensure
that all staff are aware of current relevant areas.
 Risk based Internal Audit Planning – Assurance where
required.
 Audit report outcomes (including number of recommendations
made and accepted by management) are reported to Audit and
Standards Committee quarterly.
 Gain management’s acceptance of risk, which therefore
reduces risk.
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This is a self-assessment at the internal audit activity or
organisational level where the Chief Internal Auditor
provides assurance that:

Appendix 1

Evidence
 A detailed Terms of Reference is agreed with the client prior to
the commencement of every audit to ensure audit activity is
continually focused on the key risks and is undertaken within
agreed time periods, to ensure our service adds value to the
Council.
 Refer to the self-assessment document “The Role of the Head
of Internal Audit”.
 Financial savings as a result of identifying irregularities.

Resources for the internal audit activity are efficiently and
effectively utilised.

 The risk based internal audit plan sets out the resources
required for each activity.
 Principal auditors have allocated portfolio areas to understand
the business area and focus resources accordingly.
 Completion of staff timesheets in Galileo allow reports to be
generated for monitoring the plan.
 Post Audit Self Evaluation forms are completed at the end of
each activity which consider the risks, time spent compared to
the time allocated and costs.
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This is a self-assessment at the internal audit activity or
organisational level where the Chief Internal Auditor
provides assurance that:

Appendix 1

Evidence
 Internal Audit Feedback Survey forms enable feedback on
whether the activity met the client expectations.
 ICT audit is externally commissioned due to the technical
expertise required.
 NHS Counter Fraud Service commissioned based on in year
need.
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Appendix 1

External Perspective
This is independent external assessment of the entire
internal audit activity including individual engagements
where the Chief Internal Auditor provides assurance that:
The internal audit activity undergoes an external assessment
(either an independent external assessment or a selfassessment with independent validation) at least once every five
years by an independent assessor or assessment team from
outside the organisation that is qualified in the practice of

Evidence
 Gloucestershire County Council (host authority for Audit, Risk,
Assurance) had a validated self-assessment against the PSIAS
undertaken by the Chartered Institute of Internal Auditors (CIIA
- i.e. the standard setters) in May 2015.
 Outcome – 100% adherence to the Standards.

internal auditing as well as the quality assessment process.

 Consistent, integrated systems and processes being adopted
across the shared service enables adherence.

External assessors express an opinion on the entire spectrum of

 As above.

assurance and consulting work performed (or that should have
been performed) by the internal audit activity, including its
conformance with the Definition of Internal Auditing, the Code of
Ethics, and the Standards. Assessors also conclude on the
efficiency and effectiveness of the internal audit activity in
carrying out its charter and meeting the expectations of
stakeholders.
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Specific Internal Audit Performance Measures
Objective

KPI / Measure of assessment

To provide maximum
assurance to inform the annual
audit opinion

To undertake a risk based annual plan formulation exercise As per annual
(for the portfolio areas designated) which then feed into the planning
overall audit plan(s). (As per the approved methodology).
timetable set by
CIA

Annually to the
Board (Audit and
Standards
Committee) and
Corporate Team.

To provide maximum
assurance to inform the annual
audit opinion

Planned audit activities completed.

Monitored at 121s

To provide maximum
assurance to inform the annual
audit opinion

Planned audit activities completed.

85%

Percentage of planned assurance work from revised plan
(including carry forwards) completed to draft report stage
as at 31st March 2017.

Allocated days 16+ (4 months).
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Reporting

Annual report to the
Board and
Corporate Team.
80%

Percentage of individual audit activities completed to final
report stage from the issue of the Terms of Reference.
Allocated days up to 15 (3 months).

16

Target

Monthly monitoring
of individuals by the
line management.
Quality Assurance
process and overall
monitoring by the
Chief Internal
Auditor.
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Objective

KPI / Measure of assessment

To provide maximum
assurance to inform the annual
audit opinion

Planned audit activities completed.

To ensure that the service is
customer focused, adds value
and continually improves

Post Audit Customer Satisfaction Survey Feedback

Appendix 2

Target

Reporting

90%

Monthly monitoring
of individuals by the
line management.
Quality Assurance
process and overall
monitoring by the
Chief Internal
Auditor.

80%

Internal review as
above identifying
‘lessons’ learned’ for
improvement.

Percentage of individual audit activities completed to draft
report stage within 15 working days from the end of the
fieldwork stage.

% of customers scoring audit service good or above (3 out
of 4) where 1 is poor and 4 is excellent.

Annual report to the
Board and Senior
Management.
To ensure that the service is
customer focused, adds value
and continually improves

Development of Terms of Reference
To develop a quality terms of reference with minimal input
from the activity manager which focuses on the ‘right first
time’ principle which then informs the final audit report.
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Post audit
evaluation
assessment and
assessment of
progress of lessons
learned.
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Objective

KPI / Measure of assessment

To ensure that the service is
customer focused, adds value
and continually improves

Development of Audit Report

Fraud/Irregularity

To undertake a fraud risk assessment in accordance with
relevant best practice / guidance to enable the direction of
counter fraud activity and risk based auditing.

December of
each year to
help inform
annual plan

Outcomes form part
of Annual Internal
Audit Plan which is
presented to the
Board and Senior
Management
annually.

Personal Development

To undertake one quality assurance review of an audit that
has been undertaken, by a peer member of the Internal
Audit team.

One per year

121s, Post Audit
Evaluations

Time Management

Any variation over budget for completion of an audit activity
needs to be authorised by the Activity Manager, and if this
is to exceed the allocated days by 5 working days this will
need to be authorised in advance by the Chief Internal
Auditor.

Compliance

121s.

Quality

To develop a quality first draft audit report with minimal
input from the activity manager which focuses on the ‘right
first time’ principle and is ready to be discussed with the
client, prior to submission to the activity manager for quality
assurance.
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Reporting

Post audit
evaluation
assessment and
assessment of
progress of lessons
learned.

QA process and CIA
Plan Monitoring
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Objective

KPI / Measure of assessment

Target

Reporting

Time Management Timesheets

Any instances (unless circumstances dictate) where
timesheets are more than two weeks in arrears will be
referred to the Chief Internal Auditor.

Compliance

121s.

Audit opinions

Where a “limited” opinion is made, the report will be
reviewed by the Chief Internal Auditor or in their absence
by the Group Manager (who has had no involvement in the
activity) before being issued to the client. This time needs
to be factored in, to still ensure the client receives the
report within the 15 working day target. In addition, all
limited assurance reports are sent to the relevant risk
champion to enable the risks to be monitored via the risk
management framework.

15 working days

Chargeable Hours/productivity

The audit plan is stated in terms of estimated productive
days provided to the Council.

70% productivity Resource allocation
levels
at annual planning
stage.

(non-official KPI)

QA process and CIA
Plan Monitoring

QA process and CIA
plan monitoring

QA process and CIA
plan monitoring
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Improvement Plan 2016/2017 onwards
Opportunities for improvement

Responsible

Timescale

Actions / Comments
1

Review the internal audit and risk management shared service needs and continue to
develop and implement a fit for purpose service.

Chief Internal Auditor

Monitored by
the Shared
Services Board

2

Re-perform a self-assessment of Internal Audit’s compliance with the revised PSIAS
2016.

Chief Internal Auditor

Annual Report
on Internal Audit
Activity June
2017

3.

Review Internal Audit Charter and Code of Ethics and revise accordingly in relation to
the Shared Service.

Chief Internal Auditor

Completed Approved by all
partner’s Senior
Management
and Boards.

4.

Update Internal Audit Manual to reflect new shared services working practices, to
reflect any recommendations made as part of the external quality assessment.

Chief Internal Auditor

1st June 2016

5.

Continue to enhance the current assurance framework in line with recommended
practice which underpins the Annual Governance Statement and annual internal audit
planning processes.

Chief Internal Auditor

1st January
2017
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Opportunities for improvement

Responsible

Timescale

Actions / Comments
6.

Progress against the QAIP to be set out in annual report on Internal Audit Activity.

Chief Internal Auditor

Annually in June
to Audit and
Standards
Committee and
Corporate Team

7.

Annual declaration to be obtained from all auditors where the auditors confirm
conformance with the Standards.

Audit and Risk
Support Officer

Annually - April

8.

Chief Internal Auditor to select a sample of reports across the team and review
adequacy / consistency of information to support the satisfactory / substantial opinions.

Chief Internal Auditor

Ongoing
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STROUD DISTRICT COUNCIL

AGENDA
ITEM NO

AUDIT AND STANDARDS COMMITTEE
5 JULY 2016

9

Report Title

DRAFT ANNUAL GOVERNANCE STATEMENT
(AGS) 2015/16
Purpose of Report
To summarise Stroud District Council’s Corporate
Governance arrangements in place during
2015/2016, via the publication of an AGS which is in
accordance with the requirements of the Local
Government Act 1999, the Accounts and Audit
Regulations 2015 and the CIPFA/SOLACE guidance
– Delivering Good Governance in Local Government
2007 (Addendum 2012).
Decision(s)
Audit and Standards Committee is asked to
RESOLVE that the AGS 2015/16 (including the
actions planned by the Council to further
enhance good governance arrangements), as set
out in Appendix A, be approved.
Consultation and
The Council’s corporate management team have
Feedback
been consulted on the AGS.
Financial Implications There are no financial implications arising from the
and Risk Assessment report.
David Stanley
Accountancy Manager
Tel: 01453 754100
Email: david.stanley@stroud.gov.uk
Risk Assessment:

Legal Implications

Failure to deliver effective governance will impact on
the ability of the Council to achieve its vision,
priorities and key actions. It is important to recognise
that the purpose of the AGS is not just to be
‘compliant’, but also to provide an accurate
representation of the arrangements in place during
the year and to highlight those areas where
improvement is required.
There are no legal implications arising from this
report.
Alan Carr, Solicitor
Tel: 01453754357
Email: alan.carr@stroud.gov.uk
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Options
Performance
Management
Up

David Stanley
Accountancy Manager (Deputy S151 Officer)
Tel: 01453 754100
Email: david.stanley@stroud.gov.uk
There are no alternative options that are relevant to
this matter.
2015/16 Improvement Plan: The AGS contains the
Follow Council’s Improvement Plan – 2015/16 Governance
Improvement Actions. The Council will continually
monitor progress against the Improvement Plan
within 2016/17. Results will be summarised and
reported to Audit and Standards Committee
throughout 2016/17.
New guidance for 2016/17: This action has been
identified within the AGS 2015/16 Improvement
Plan. The Council currently prepares and publishes
an AGS in accordance with the CIPFA Delivering
Good Governance in Local Government 2007
(Addendum 2012). This guidance/framework has
been refreshed and defines the principles that
should underpin the governance arrangements of
the Council and applies to the AGS prepared for the
financial year 2016/17 onwards.

Background Papers/
Appendices

Review of the Council’s governance arrangements
will be completed against the new guidance (CIPFA
Delivering Good Governance in Local Government:
Framework (2016 Edition)) to ensure that the
Council’s governance structures comply with the
core and sub principles contained within the revised
framework. The review will be completed by 31 st
March 2017 and will be reflected within the Council’s
AGS 2016/17.
Appendix A – Draft AGS 2015/16
Background papers:
None. Reference to supporting reports and
documentation is made within the draft AGS
2015/16 (Appendix A).

1.0

Background

1.1

Governance comprises the systems and processes, and cultures and
values, by which local government bodies are directed and controlled
and through which they account to, engage with and, where
appropriate, lead their communities.

1.2

The Council is required by the Accounts and Audit Regulations 2015 to
publish an AGS, in accordance with ‘proper practices’ in order to report
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publicly on the extent to which we comply with our own Local Code of
Corporate Governance. This approach includes how the Council has
monitored the effectiveness of arrangements in year and on any
planned changes to governance arrangements in the coming year.
1.3

Publication of an AGS is also a requirement of the Local Government
Act 1999 and the CIPFA/SOLACE guidance Delivering Good
Governance in Local Government 2007 (Addendum 2012).

2.0

Annual Governance Statement 2015/16

2.1

The Council’s 2015/16 AGS is based on best practice guidance. It has
been prepared following a review of compliance with the Council’s
Local Code of Corporate Governance and input from other assurance
mechanisms (including Certificates of Assurance completed by the
Council’s Management Team).

2.2

The AGS is signed by the Leader and Chief Executive (Head of Paid
Service) and must accompany the Annual Statement of Accounts.

2.3

Through the Council’s Constitution, the Audit and Standards
Committee has responsibility for review and approval of the Statement.
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