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AUDIT COMMITTEE 
 

MINUTES OF MEETING HELD ON THURSDAY, 20 MAY 2021 
 

Present: Mr Michael Bonner (in the Chair); Councillors Jackie Bowman, 
Jeffrey Hailes, Joan Hully, Sam Meteer and Eileen Weir. 
 
Officers: Steven Brown (Director of Financial Resources), Clive Willoughby 
(Democratic Services Officer) and Rose Blaney (Electoral and Democratic 
Services Officer). 
Gillian Butterworth (Performance and Risk Management Officer) and Sarah 
Pearce (Information Governance and Data Compliance Officer) for agenda  
item 4 only. 
 
Also Present: Gareth Kelly (Grant Thornton UK LLP) 
 
 

AU 20/25 Apologies for Absence  
 
Apologies for absence received from Councillors Allan Forster and 
Russell Studholme. 
 
 

AU 20/26 Declarations of Interests in Agenda Items:  
 
Councillors Jackie Bowman and Joan Hully declared a Personal interest in any 
item relating to benefits, due to being in receipt of single person’s Council Tax 
reduction. 
 
 

AU 20/27 Minutes of the meeting held on 12 November 2020  
 
Consideration was given to the Minutes of the meeting held on 12 November 
2020.  
 
RESOLVED – That the minutes of the meeting held on 12 November 2020 be 
agreed as a correct record and signed by the Chair. 
 
 

AU 20/28 Report on the Implementation of Audit Recommendations  
 
Consideration was given to the report on the implementation of Audit 
Recommendations. 
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The Performance and Risk Management Officer introduced the report and 
stated that at the present time there were a total of 18 priority one and two 
audit recommendations outstanding, with a target date for completion up to 30 
April 2021. Of these 8 were Priority one and 10 were Priority two. 
 
Of the 8 outstanding Priority 1 recommendations, 3 became overdue in the 
latest period and of the 10 outstanding Priority 2 recommendations, 3 became 
overdue in the latest period. 
 
During the discussion that followed, Councillor Meteer asked for clarification 
regarding AR-AC-072 and AR-C-164 relating to Disaster Recovery and Cyber 
Attack. 
In response, Committee was advised that the ICT Manager was being invited to 
attend the next meeting and would be able to expand on these. 
 
Councillor Weir requested clarification regarding the four recommendations 
listed on page 11 of the agenda, where the due dates had been extended to 
September 2021. 
Committee was advised that all four recommendations related to General Data 
Protection Regulations and were put back due to there being no Information 
Governance and Data Compliance Officer in post, that vacancy had since been 
filled. 
  
The Performance and Risk Management Officer was thanked for her report and 
attendance at this meeting. 
 
RESOLVED – that the progress being made in implementing outstanding 
recommendations be noted. 
 

AU 20/29 Internal Audit Update  
 
The Director of Financial Resources introduced this report to Committee which 
summarised the progress against the audit plan since the last Audit Committee 
meeting in November 2020. 
Members were reminded that due to Covid-19, the Internal Audit service was 
suspended between March and the end of June 2020. The plan therefore 
covered the period July 2020 to March 2021. 
 
Internal Audit had issued four final reports in that period being: 

 Benefits  (Reasonable Assurance) 

 Health and Safety Follow Up  (Partial Assurance) 

 Payroll  (Reasonable Assurance) 

 Petty Cash Follow Up  (Partial Assurance) 
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Internal Audit were currently completing work on the following audits: 

 ICT Strategy and Purchasing 

 Performance Management 
Progress on these would be reported to committee at a later meeting. 
 
During the discussion that followed, Councillor Hully asked if Members could be 
trained in basic Health and Safety. 
The Director of Financial Resources agreed to consult with the Health and Safety 
Officer and Corporate Leadership Team. 
 
Councillor Bowman expanded on the previous point and asked about evacuation 
procedures for the partially sighted/disabled. 
Again, the Director of Financial Resources agreed to consult with the Health and 
Safety Officer and Corporate Leadership Team. 
 
Councillor Hailes referred to agenda page 27, which stated that against the 
heading ‘Covid-19’, no scope areas had been decided and asked for further 
details. 
In response, Committee was advised that Business Rates Grants and the GLL 
leisure contract were areas being considered. 
 
Councillor Weir asked regarding agenda page 33 and Safe Working Practices and 
stated that it was essential that all staff be trained for the equipment they were 
using. 
The Director of Financial Resources agreed and confirmed that Health and 
Safety was high on the Chief Executive’s priorities. 
 
Councillor Weir then referred to agenda page 47 and an unauthorised employee 
operating a float made a claim for reimbursement as well as authorising the 
same claim. 
The Chair clarified that this item had been picked up on the original report, 
which went to a previous Audit Committee. 
The Director of Financial Resources added that the Financial Regulations were in 
the process of being updated and were going to Standards and Ethics 
Committee prior to going to Full Council. 
 
Councillor Weir asked for a definition of ‘Pentana’ and was advised that it was 
an Internal Performance Management System.  
 
RESOLVED – that the progress against the 2020/21 Internal Audit plan be noted. 
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AU 20/30 Independent Internal Audit and Audit Committee Effectiveness Review  
 
Committee was advised by the Director of Financial Resources that as part of 
their audit of the 2017/18 financial statements the Council’s external auditors 
Grant Thornton made two recommendations to Council under section 24 
schedule 7 of the Local Audit and Accountability Act 2014. The report included a 
recommendation to carry out independent Internal Audit and Audit Committee 
effectiveness reviews to assess their impact on improving the Council’s internal 
control environment. 
 
All public sector internal audit services were required to measure how well they 
were conforming to the Public Sector Internal Audit Standards. This could be 
achieved through undertaking periodic self-assessments, external quality 
assessments, or a combination of both. However, the standards state that an 
external reviewer must undertake a full assessment or validate the internal 
audit service’s own self-assessment at least once in a five year period. 
A review in Copeland had not been undertaken since 2016 and therefore a 
review was timely.  
 
It was recommended to the Committee that an external expert be used to 
undertake this type of review. Committee was also advised that soft market 
testing had taken place with suitably qualified and experienced organisations 
(particularly with local government experience). Only one organisation (CIPFA) 
had expressed interest and provided a quote within budget, with the findings 
being presented to the Audit Committee in due course. 
 
During the discussion that followed, Councillor Bowman gave a view that papers 
were not being issued when they should, don’t give the details Councillors 
require and meetings are not taking place when they should. 
The Director of Financial Resources suggested these were points that should be 
picked up as part of the review, but agreed to look at meeting dates for the next 
year. He also stated that the officer reports aim to give Councillors a balanced 
position. 
 
RESOLVED – that an independent external review of Internal Audit and the 
effectiveness of the Audit Committee be commenced.  
 
 

AU 20/31 Outstanding Financial Statements  
 
Committee was advised by the Director of Financial Resources that as part of 
their audit of the 2017/18 financial statements the Council’s external auditors 
Grant Thornton made two recommendations to Council under section 24 
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schedule 7 of the Local Audit and Accountability Act 2014. The first 
recommendation was that ‘the Council should put in place robust arrangements 
for the production of the 2018/19, 2019/20 and 2020/21 financial statements, 
which meet statutory requirements and international financial reporting 
standards’. 

Grant Thornton set out that in order to bring the Council’s financial statements 
up to date the Council must ensure that: 

 sufficient resources and specialist skills are available to support the 
accounts production; 

 the finance team has the skills and capacity to produce technically sound 
financial statements, with additional training provided where necessary, 
to ensure all staff involved in the accounts production process have the 
necessary technical knowledge; 

 the financial statements and working papers are subject to robust quality 
assurance prior to approval by the Director of Finance; 

 appropriate project management skills are in place to oversee the timely 
production of the financial statements; 

 the entries in the accounts are supported by good quality working papers 
which are available at the start of the audit; and 

 the production of the financial statements is monitored through regular 
reporting to Directors and the Audit Committee. 

During the discussion that followed, Councillor Bowman asked if the Council was 
breaking any laws by delaying the accounts and was advised that Copeland had 
not been meeting statutory deadlines for years, but if the timetable was met, 
would be back on track by next year. 
It was not good practice to be so far behind and was high on the risk analysis. 
In a supplementary question Councillor Bowman asked if the Council would be 
open to a massive fine if this was put in black and white. In reply Committee was 
advised that this information was already in the public domain. 
 
Gareth Kelly (Grant Thornton) assured the committee that Grant Thornton and 
the Council were working hard to get back on track. He stated that there were a 
small number of local authorities across the North West who still have audits 
open. He continued to explain the process and that there was a risk of 
continuing with unaudited accounts. 
There was a real need to get back on track and the proposed timetable was 
challenging. 
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Councillor Hully asked if the audits would still go ahead if Local Government 
Review happened and Copeland no longer existed. 
In response, committee was advised that whatever happened with the Local 
Government Review, these audits would be completed. 
The Chair added that if the March 2022 target was met, we would go into 
2022/23 in a good position. 
 
Councillor Hully asked if any Officer or Councillor could be fined personally.  
In reply, committee was advised that if Officers/Councillors had acted properly 
they would not be fined. 
 
Councillor Meteer asked if the Finance team had sufficient staff and was assured 
it had. 
He further asked what the Full Time Equivalent (FTE) was. 
In reply, it was stated that there were 4 Qualified and a total of 8 FTE’s. 
The team was also supported by CIPFA (on the collection fund) and further 
capacity was available and funded from the LGA when required. 
 
Councillor Bowman enquired if the funding from CIPFA and the LGA needed to 
be repaid. In reply it was stated that only the CIPFA funding needed repaying. 
  
RESOLVED – that the timetable for the production and audit of the outstanding 
financial statements for 2018/19, 2019/20 and 2020/21 be agreed.  
 
 

AU 20/32 Draft 2019/20 Annual Governance Statement  
 

The Director of Financial Resources introduced this report and reminded 
Committee that the Council was responsible for ensuring that its business was 
conducted in accordance with the law and proper standards and that public 
money was safeguarded, property accounted for and used economically, 
efficiently and effectively. 

It had a set best value duty under the Local Government Act 1999, to make 
arrangements to secure continuous improvement in the way in which its 
functions were exercised, having regard to a combination of economy, efficiency 
and effectiveness. In discharging this responsibility, the Council was responsible 
for putting in place proper arrangements for the governance of its affairs, 
facilitating the effective exercise of its functions which included arrangements 
for the management of risk. 
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The Council had approved and adopted a Local Code of Corporate Governance, 
which was consistent with the principles of the CIPFA/SOLACE Framework for 
Delivering Good Governance in Local Government 2016. 

Note: At this point Councillor Hully declared a non-pecuniary interest due to 
being Chair of Cleator Moor Town Council and also a member of Regeneration 
North East Copeland. 
 
During the discussion that followed, Councillor Hailes noted that not all of the 
Council’s committees were shown in the report. 
Councillor Meteer noted that the Overview and Scrutiny Performance Sub-
Committee ceased to exist a few years ago.  
Councillor Bowman asked how far the Council was in getting over the cyber 
attack and requested that the ICT manager be asked to give all members an 
update on this. 
Councillor Hailes asked if committee meetings could be held via Teams and was 
advised that the Covid-19 regulations expired from 7 May 2021 and all meetings 
were to be held face-to-face again. 
 
Councillor Weir asked how much the cyber attack had cost the Council and was 
advised it was approximately £2.5m 
 
RESOLVED – that the draft Annual Governance Statement for 2019/20 be 
reviewed prior to its publication as a draft on the Council’s website and that it 
be noted that the Mayor and Chief Executive would sign the draft Annual 
Governance Statement prior to publication. 
 
 

AU 20/33 Grant Thornton External Audit Plan - Year ended 31 March 2019  
 
Gareth Kelly (Grant Thornton) presented his report to the Committee, which 
included oversight of the financial statements, materiality, value for money and 
whether there was a need to use any additional powers. 
 
Gareth then took the committee through the significant risks identified in the 
agenda report in detail, providing additional information and clarification as 
required.  
The fees being charged to the Council were then explained in detail. 
 
During the discussion that followed, Councillor Weir asked about the property 
valuation, in particular, the Copeland Centre. 
A detailed response was given by the Director of Financial Resources, who 
stated that the valuations issue was not solely the Copeland Centre and Gareth 
Kelly confirmed that this was a very complex area. 

Page 7



 
RESOLVED – that the Grant Thornton External Audit Plan – Year ended 31 March 
2019 be noted. 
 
 

AU 20/34 CBC Audit Committee Progress Report  
 
Gareth Kelly (Grant Thornton) presented his report to the Committee, which 
included progress in delivering their responsibilities as the Council’s external 
auditors. It also included a summary of emerging national issues and 
developments that might be relevant. 
It was stated that the certification of the Housing Benefit Subsidy Claim was 
completed and it was a very positive report. This will be brought to the next 
meeting of this committee. 
 
Committee was advised that from 2020/21 there would be a new Value for 
Money framework and that no ‘opinion’ would be given. 
Another key change was a revised auditing standard from 2020/21. 
 
As a result, the Audit Committee would require additional training and this 
should be timetabled by the end of 2021. 
 
Grant Thornton had prepared a document ‘Accounting for grants in local 
government financial statements’ during Covid and it was requested this be 
circulated to the committee members.  
 
RESOLVED – that the progress report be noted. 
 
 

AU 20/35 Date and Time of Next Meeting:  
 
The next meeting of Audit Committee will be held on Thursday 29 July 2021, 
time to be confirmed (subject to confirmation by Council at the AGM).  
 
 
 
The Meeting closed at 4.35 pm  
 

 
Chair 

Page 8



Provisional Annual Treasury Management 
Review 2020/21 

 

 

2020/21 Provisional Annual Treasury Management Review 

 
EXECUTIVE MEMBER: Mike Starkie, Elected Mayor 

LEAD OFFICER: Steven Brown, Chief Finance Officer (& Section 151 
Officer) 

REPORT AUTHOR: Kirsty Taylor, Strategic Finance Technician 

 

Why has this report come to the Executive? 

This Council is required by regulations issued under the Local Government Act 2003 to 
produce an annual treasury management review of activities and the actual prudential and 
treasury indicators for 2020/21.  This report meets the requirements of both the CIPFA Code 
of Practice on Treasury Management, (the Code), and the CIPFA Prudential Code for Capital 
Finance in Local Authorities, (the Prudential Code).  
 
The regulatory environment places responsibility on members for the review and scrutiny of 
treasury management policy and activities.  This report is, therefore, important in that 
respect, as it provides details of the outturn position for treasury activities and highlights 
compliance with the Council’s policies previously approved by members.   
 
The Treasury Management Strategy is agreed by Council at its meeting in February, the 
constitution sets out that the Audit Committee is responsible for responsible for ensuring 
effective scrutiny of the Treasury Management Strategy and policies. 
 

 

Recommendations: 
 
The Audit Committee is recommended to: 

1) Note this 2020/21 Provisional Annual Treasury Management Review. 
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1. Introduction 
This report sets out the Council’s Treasury Management performance over the year 
which essentially covers the investment and borrowing activity during the year. Many 
of the elements in this report are required to be reported and are set out in the various 
CIPFA Codes. 
 

2. Investment Position as at 31st March 2021  

The Council held an average investment portfolio of approximately £41 million over the 
year; at the start of the year the balances are approximately £50m and at the end of the 
year they were approximately £31m.  The funds at the start of the financial year are much 
higher due to an advance payment of a full year’s business rates by the Council’s largest 
ratepayer (approximately £25 million). Funds are invested in a range of maturities.  

The main principle governing the Council’s investment criteria is the security and liquidity 
of its investments, with yield (or return) then being considered.  The Council’s investment 
strategy agreed by Council sets out the overall parameters for these investments. In 
addition, external advisors have been engaged to provide expert advice on how to 
optimise an appropriate balance of security, liquidity and yield, given the risk appetite of 
the authority,  the need for liquidity throughout the year and the economic environment 
following the pandemic. 
 
The investment portfolio is summarised in the table below. Please note, the security 
structure of all investments are up to one year. 

 
 

INVESTMENT PORTFOLIO 

31.3.20 
Actual 
£000 

 

31.3.20 
Actual 

% 

31.3.21 
Actual 
£000 

31.3.21 
Actual 

% 

Treasury investments     

Banks 14.97 51.28 14.97 47.42 

Building Societies - rated     

Building Societies – unrated     

Local authorities     

DMADF (H M Treasury)     

Money Market Funds 14.22 48.72 16.6 52.58 

Total managed in house     

Bond funds     

Property funds     

Cash fund managers     

Total managed externally     

TOTAL TREASURY INVESTMENTS 29.19 100% 31.57 100% 
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3. Borrowing 

 

The treasury management function ensures that the Council’s cash is organised in 
accordance with the the relevant professional codes, so that sufficient cash is available to 
meet this service activity.  This will involve both the organisation of the cash flow and, 
where capital plans require, the organisation of approporiate borrowing facilities. The 
Council’s underlying need to borrow to finance capital expenditure is termed the Capital 
Financing Requirement (CFR).   
 
Gross borrowing and the CFR  
The Council undertakes capital expenditure on long-term assets.  These activities may 
either be: 

 Financed immediately through the application of capital or revenue resources 
(capital receipts, capital grants, revenue contributions etc.), which has no resultant 
impact on the Council’s borrowing need; or 

 If insufficient financing is available, or a decision is taken not to apply resources, 
the capital expenditure will give rise to a borrowing need.   

The actual capital expenditure forms one of the required prudential indicators.  The 
table below shows the actual capital expenditure and how this was financed. 

£’000 
31.3.20 
Actual 

2020/21 
Budget 

31.3.21 
Actual 

 Capital expenditure 6,564 8,968 6,059 

Financed in year 6,564 8,968 6,059 

Unfinanced capital expenditure  0 0 0 

 
In order to ensure that borrowing levels are prudent over the medium term and only 
for a capital purpose, the Council should ensure that its gross external borrowing does 
not, except in the short term, exceed the total of the capital financing requirement in 
the preceding year (2020/21) plus the estimates of any additional capital financing 
requirement for the current (2021/22) and next two financial years.  This essentially 
means that the Council is not borrowing to support revenue expenditure.   

Current portfolio position 

The Council’s debt portfolio contains one remaining Market Loan of £5 million which will 
mature on 1st February 2042.  The rate is fixed at 7.55% with interest payments of 
£377,500 a year. The status of this loan is continually assessed to determine whether 
better terms can be obtained.  Currently, it is better to leave the loan in its present form, 
as the penalty for repaying early would be prohibitive. This was estimated at £5.577m (on 
top of the £5m debt repayment) on 3 January 2019. The costs of redemption therefore 
outweigh any benefit and this will remain the case for as long as cpmparative rates remain 
significantly below the rate payable on the loan. Due to this, the borrowing position is 
currently that of overborrowed. 
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4. Economy 

Investment returns plunged during 2020/21 to near zero or even into negative territory. A 
success of Copeland’s treasury management function was that it managed to avoid 
negative rates.   

The expectation for interest rates within the treasury management industry for 2020/21 
was that Bank Rate would continue at the start of the year at 0.75 % before rising to end 
2022/23 at 1.25%.  This forecast was invalidated by the Covid-19 pandemic bursting onto 
the scene in March 2020 which caused the Monetary Policy Committee to cut Bank Rate 
in March, first to 0.25% and then to 0.10%, in order to counter the hugely negative impact 
of the national lockdown on large swathes of the economy.  The Bank of England and the 
Government also introduced new programmes of supplying the banking system and the 
economy with massive amounts of cheap credit so that banks could help cash-starved 
businesses to survive the lockdown. The Government also supplied huge amounts of 
finance to local authorities to pass on to businesses.  This meant that for most of the year 
there was much more liquidity in financial markets than there was demand to borrow, with 
the consequent effect that investment earnings rates plummeted. 

Summary of money market investments rates and forecast: 

 

Graph of interest rates: 

 

 

 

 

 

 

  Bank Rate 7 day 1 mth 3 mth 6 mth 12 mth 

High 0.10 0.00 0.14 0.56 0.62 0.77 

High Date 01/04/2020 02/04/2020 20/04/2020 08/04/2020 14/04/2020 21/04/2020 

Low 0.10 -0.10 -0.11 -0.10 -0.10 -0.05 

Low Date 01/04/2020 31/12/2020 29/12/2020 23/12/2020 21/12/2020 11/01/2021 

Average 0.10 -0.07 -0.05 0.01 0.07 0.17 

Spread 0.00 0.10 0.25 0.66 0.73 0.83 
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Conclusion 

The Council has complied with all of the relevant statutory and regulatory requirements 
which require the Council to identify and, where possible, quantify the levels of risk 
associated with its treasury management activities. In particular, its adoption and 
implementation of both the Prudential Code and the Code of Practice for Treasury 
Management means both that its capital expenditure is prudent, affordable and 
sustainable, and its treasury practices demonstrate a very low risk approach. 

Statutory Officer Comments 

The Legal Officer’s comments are:  No legal issues arise from this report. 

The Section 151 Officer’s comments are: The financial implications are included in the body 
of the report. 

How will the proposals be project managed and how are 
the risks going to be managed? 

3.1 The Council’s treasury management activities are regulated by a variety of 
professional codes and statutes and guidance: 

i. The Local Government Act 2003 (the Act), which provides the powers to 
borrow and invest as well as providing controls and limits on this activity; 

ii. The Act permits the Secretary of State to set limits either on the Council or 
nationally on all local authorities restricting the amount of borrowing 
which may be undertaken; 

iii. Statutory Instrument (SI) 3146 2003, as amended, develops the controls 
and powers within the Act; 

iv. The SI requires the Council to undertake any borrowing activity with regard 
to the CIPFA Prudential Code for Capital Finance in Local Authorities; 

v. The SI also requires the Council to operate the overall treasury function 
with regard to the CIPFA Code of Practice for Treasury Management in the 
Public Services; 

vi. Under the Act the MHCLG has issued Investment Guidance to structure 
and regulate the Council’s investment activities. 

vii. Under section 238(2) of the Local Government and Public Involvement in 
Health Act 2007 the Secretary of State has taken powers to issue guidance 
on accounting practices.  
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Investment Policy       Appendix A 

Time and monetary limits applying to investments.  

The time and monetary limits for institutions on the Council’s counterparty list are as 
follows (these will cover both specified and non-specified investments): 

 Institution Limits Fitch Long term 
Rating 

(or equivalent)/  
Fund Rating 

Money  
Limit 

£ 

Time  
Limit 

Banks 1 higher quality AA- £5m 3yrs 

Banks 1  medium quality A- £5m 100 days 

Banks 2 – part nationalised - £10.1m** 1yr 

Limit 3 category – Council’s banker 
(not meeting Banks 1) 

- £10k 1 day 

DMADF AA unlimited 6 months 

Local authorities N/A £5m 1yr 

Money market funds (SNAV, VNAV 
and LNAV) 

AAA £10m* liquid 

Enhanced money market funds  AAA 5 / 10% liquid 
 

Investment treasury indicator and limit - total principal funds invested for greater 
than 365 days. These limits are set with regard to the Council’s liquidity requirements 
and to reduce the need for early sale of an investment, and are based on the 
availability of funds after each year-end. 
 

Maximum principal sums invested for longer than 365 days 

Principal sums invested > 365 days £20m 
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  Audit29072021 
 

AUDIT & GOVERNANCE COMMITTEE: 29 July 2021 
REPORT ON THE IMPLEMENTATION OF AUDIT RECOMMENDATIONS:  
 
LEAD OFFICER: Sarah Pemberton,  
   Director of Corporate Services and Commercial Strategy 
REPORT AUTHOR: Gillian Butterworth,  
   Performance and Risk Management Officer 
 
WHY HAS THIS REPORT COME TO AUDIT COMMITTEE? 
The role of the Audit Committee includes, ‘monitoring the adequacy and 
effectiveness of the Internal Audit service and internal control environment 
and the implementation of key recommendations’. 
 
This report attends to the latter by providing details of outstanding Priority 1 
and Priority 2 (key) audit recommendations with a target date for completion 
up to 30 June 2021. 
 
RECCOMMENDATION: 
a) Note the progress being made to implement outstanding recommendations. 
 

 
1.  OVERDUE ACTIONS ARISING FROM AUDIT REPORTS 
 
1.1 At the time of reporting there are a total of 22 key audit 
 recommendations outstanding, with a target date for completion up to 
 30 June 2021. These are made up of 10 Priority 1 and 12 Priority 2 
 recommendations and include recommendations that are made by both 
 internal and external audit and from AGS Action Plan (if due).  
 
1.2 Of the 10 outstanding Priority 1 recommendations, three became 
 overdue in the latest period and of the 12 outstanding Priority  1 
 recommendations, four became overdue in the latest period. 
 
1.3 Full details and notes for all outstanding Priority 1 recommendations are 

set out in Appendix A.   
 
1.4 Chart one below shows that good progress has been made on the 

majority of outstanding recommendations, with 16 out of 22 currently 
between 50% - 95% implemented.  
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  Audit29072021 
 

 Chart 1 

 
 

  
1.5  For the six outstanding recommendations that are less than 50% 
 implemented, full details are listed in Appendix B  
 
2.  CONCLUSION 
2.1 CLT are fully aware and acknowledge that progress continues to be 

made during an exceptional year when key teams and managers have 
not only been dealing with Covid response and recovery priorities, but 
have displayed commitment and diligence in furthering progress on 
audit recommendations, as part of business as usual, where this has 
been possible. 

 
2.2  The Corporate Leadership Team are satisfied with the progress that has 
 been made to address and reduce the number of overdue audit 
 recommendations.   
  
3. CONSULTEES - Corporate Leadership Team and relevant Managers 
 
4.0  STATUTORY OFFICER COMMENTS 
4.1 Monitoring Officer Comments: Report is for noting progress and has no 

legal implications. 
4.2 S151 Officer Comments: No financial implications. 
 
5. APPENDICIES 
 Appendix A –Priority 1 Recommendations Report 
 Appendix B –Recommendations less than 50% implemented report. 
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Appendix A 

1 

Audit Recommendations - Overdue (Sorted as Assigned To) 
 
Report Type: Actions Report 
Report Author:  
 
 

 

SUMMARY OF OVERDUE RECOMMENDATIONS   
 Priority 1 Priority 2 

Total Overdue Recommendations with due dates up to 30/04/21 8 10 
“New” Recommendations due in the period 6 7 

Total recommendations to be implemented 14 17 

   
Implemented from last Audit report 1 2 

“New” but implemented by the period end 3 3 
Total implemented in the Period 4 5 

Cancelled since last Audit report   
   

Outstanding from last Audit report 7 8 

Overdue added this period 3 4 
Total Overdue Recommendations with due dates up to 30/06/21 10 12 

 
 
Pentana Performance holds all recommendations from Internal Audit, External Audit and those included in the AGS Action Plan 
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Appendix A 

2 

 

Assigned To Director of Financial Resources  
 

Status 
Icon 

Action Code & Title Priority Assigned To Progress Bar Due Date Description All Notes 

 

AR-C&CR_067 a) Staff 
arrangements to be 
reviewed to ensure the 
payroll can be accurately 
and completely delivered 
with appropriate 
separation of duties; b. 
Payroll business 
continuity to be reviewed, 
documented and 
monitored to ensure 
sufficient resilience. 

1 
Director of 
Financial 
Resources  

 31-Mar-2020 
Payroll Audit 
2017/18 

11-May-2021 
Recommendation 
shows as fully 
implemented from 
19/10/20. However, no 
evidence of a business 
continuity plan was 
provided during the 
2020-21 Payroll audit. 
The recommendation 
has been adjusted to 
50% implemented. The 
business continuity 
arrangements for the 
Payroll department 
should be reviewed, 
documented and 
monitored to ensure 
adequate resilience.   

19-Oct-2020 BCP 
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3 

Status 
Icon 

Action Code & Title Priority Assigned To Progress Bar Due Date Description All Notes 

updated 

30-May-2019 As a 
result of the Follow Up 
audit the implemented 
status has been 
amended to 50%. The 
Business Continuity 
Plan requires review, 
revision and 
communication.   
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4 

 

Assigned To Health & Safety Officer 07 
 

Status 
Icon 

Action Code & Title Priority Assigned To Progress Bar Due Date Description All Notes 

 

AR-C_160 For all 
equipment, machinery 
and tools: 
•inductions/training is 
undertaken by relevant 
staff prior to use; •full 
maintenance 
requirements 
established/monitored; 
maintenance 
documentation retained; 
Managers ensure 
compliance with safe 
working practices. 

1 
Health & Safety 
Officer 07  30-Sep-2020 

Corporate 
Health and 
Safety 2019/20 

07-May-2021 all areas 
remain overdue and 
should be reflected as 
such on Pentana. This 
should also include the 
training/certification 
requirements for the 
operation of each item 
of machinery / 
equipment being 
established to enable 
accurate assessment of 
whether any potential 
operator is sufficiently 
qualified to do so.  

22-Jan-2021 Pilot 
induction on trial with 
Parks & Open Spaces 
and the Crematorium 
for new job roles for 
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Status 
Icon 

Action Code & Title Priority Assigned To Progress Bar Due Date Description All Notes 

2021. This was 
communicated via JH 
to AC, SP and Parks 
Team Leaders to use 
for new staff induction. 
Sampling for Audit will 
be recorded evidence 
of induction. Tick box 
exercise which mimics 
corporate induction 
checklist but with the 
specific Operational 
Hazards associated 
with environment, 
workplace machinery 
and equipment and 
chemicals. 
 
Maintenance 
documents are 
retained by Waste, 
Parks and GoPlant. 
Recent vehicle 
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Status 
Icon 

Action Code & Title Priority Assigned To Progress Bar Due Date Description All Notes 

investigation noted 
that some of the defect 
documentation was 
missing in Parks & 
Open Spaces. This was 
communicated to JH 
and AC to remind 
Operatives to ensure 
correct paperwork is 
filled out, retained and 
legible. 

08-Dec-2020 
recommendation and 
induction was taken to 
CLT by CD. 
Recommendation is 
also to appear on STUG 
Recommendation is 
within AIM HIGH 
process which is 
currently being briefed 
to Managers from HR 
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7 

Status 
Icon 

Action Code & Title Priority Assigned To Progress Bar Due Date Description All Notes 

Until paper forms or 
SharePoint data is 
received showing 
evidence of bespoke 
inductions, 
maintenance 
documentation being 
retained and that 
Managers are ensuring 
compliance with safe 
working practices 
OHSA will not 
complete  

 

AR-C_162 ensure that risk 
assessments are 
undertaken in each 
department; forms 
completed and stored in 
an easily accessible place 
for reference by all staff 
involved; and copies 
forwarded to the Health 
and Safety Advisor to 

1 
Health & Safety 
Officer 07  31-Oct-2020 

Corporate 
Health and 
Safety 2019/20 

07-May-2021 reduce 
from 100% to 50% until 
the base risk 
assessments have been 
completed by each 
department and 
forwarded to the OHSA 
for entry into the 
Council’s Risk Register.  

17-Nov-2020 updated 
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Status 
Icon 

Action Code & Title Priority Assigned To Progress Bar Due Date Description All Notes 

populate the Council’s 
Risk Register 

risk assessments have 
and are being 
completed re COVID 
and existing risk 
assessments. All 
completed are sent to 
the occupational 
health and safety 
advisor and stored on 
SharePoint. Future 
plan for risk 
assessments is for 
them to be published 
on the Health and 
Safety intranet so 
allow all staff access.  

10-Jul-2020 
Departments will be 
updated with the 
requirements for risk 
assessment 
completion/review and 
the most appropriate 
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Status 
Icon 

Action Code & Title Priority Assigned To Progress Bar Due Date Description All Notes 

format for storage and 
access of completed 
assessments agreed, 
with training provided 
where necessary. 
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Assigned To ICT Manager 
 

Status 
Icon 

Action Code & Title Priority Assigned To Progress Bar Due Date Description All Notes 

 

AR-AC_072 Develop a 
disaster recovery plan 
and perform a test of this 
plan at the earliest 
possible convenience. 

1 ICT Manager  30-Sep-2018 

Grant Thornton 
Audit Findings 
2016/17 – 
March 2018   

08-Feb-2021 Reviewed 
Feb 2021. No progress 
made as priority has 
been Business 
Continuity Plan.  
Realistic date for 
completion is March 
2021 

22-Sep-2020 AR  
reviewed but not 
progressed due to 
prioritisation of 
Business Continuity 
Plan in light of Covid 
pandemic and 
Accommodation 
Strategy 

12-Mar-2020 DR Plans 
are part of new ICT 
Strategy and will be 
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Status 
Icon 

Action Code & Title Priority Assigned To Progress Bar Due Date Description All Notes 

part of the new ICT 
Programme Action 
Plan 

 

AR-C&CR_010 A review of 
current cash receipting 
systems and processes is 
undertaken to ensure 
that the Payment Card 
Industry Data Security 
Standards are met. 

1 ICT Manager  30-Sep-2017 
Cash 
Receipting 
2016/17   

04-May-2021 Director 
of Financial Resources 
removed from 
Assigned To, as 
requested.   

01-Apr-2021 ICT 
Manager plans high 
level gap analysis audit 
by end of MAR-2021.   
 
Also CBC participated 
in a PCI-DSS audit 
conducted by Civica 
last year covering the 
Civica Icon cash 
receipting system and 
the chip and pin 
devices - no reported 
audit findings - copy 
available.   
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Status 
Icon 

Action Code & Title Priority Assigned To Progress Bar Due Date Description All Notes 

 
JS has just completed 
an upgrade to the 
system, and has multi 
factor devices on order 
for staff accessing 
Civica, which is a 
requirement of PCI  

24-Nov-2020 ICT 
Manager added as 
responsible officer. A 
high level compliance 
review will be 
undertaken across the 
estate.   

 

AR-C_164 Cyber Attack – 
27 key recommendations 
were produced following 
a series of feedback 
sessions from a range of 
key stakeholders at all 
levels of the organisation 
and the Business 

1 ICT Manager  31-Mar-2021 

Annual 
Governance 
Statement 
2017-18 – 
September 
2020   

17-May-2021 Checked 
list of 27 actions, all 
but 2 complete and the 
two remaining are 
inter-linked. So next 
step is to write a new 
policy, once approved 
it needs rolling out to 
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Status 
Icon 

Action Code & Title Priority Assigned To Progress Bar Due Date Description All Notes 

Continuity Working Group 
which was formed to 
respond to the Cyber-
Attack. 

staff and included on 
new starter induction 
programme. 

07-May-2021 Assigned 
To responsibility 
changed from Director 
of Financial Resources 
to ICT Manager.   

07-May-2021 25 of the 
27 actions are 
completed. The last 2 
are dependent upon 
each other and will be 
included as an early 
part of ISO27001 
implementation.   
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Assigned To Strategic Finance Accountant; Strategic Finance Accountant 02 
 

Status 
Icon 

Action Code & Title Priority Assigned To Progress Bar Due Date Description All Notes 

 

AR-F&MIS_379 
Authorised signatory 
forms should be reviewed 
and updated to include 
the current signatures 
and all relevant duties to 
be performed by an 
individual within each 
respective department’s 
budget. 

1 

Strategic 
Finance 
Accountant; 
Strategic 
Finance 
Accountant 02 

 31-Dec-2019 
Petty Cash 
Audit 2019/20 

30-Apr-2021 Project 
for the review and 
update of authorised 
signatory forms to be 
commenced once 
Financial Regs 
approved by 
Committee 

09-Apr-2021 Awaiting 
approval of Financial 
Regs which were due 
to go to FC in May 21.  
 
Authorised signatory 
forms will then be 
updated and AR will be 
cleared after that  

12-Nov-2020 Updated 
Financial Regs going to 
Council in December.  
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Status 
Icon 

Action Code & Title Priority Assigned To Progress Bar Due Date Description All Notes 

Will be able to redo 
authorised signatory 
forms then 

 

AR-F&MIS_380 
Reimbursements of floats 
should only be made 
where appropriate 
authorisation is received 
in accordance with 
authorised signatory 
information. 

1 

Strategic 
Finance 
Accountant; 
Strategic 
Finance 
Accountant 02 

 31-Oct-2019 
Petty Cash 
Audit 2019/20 

30-Apr-2021 Remains 
outstanding until 
project for authorised 
signatory forms has 
been completed. 

30-Oct-2019 
Reimbursement claims 
will be checked to 
ensure appropriate 
authorisation is 
obtained in accordance 
with updated 
authorised signatory 
information and 
procedures. 

 

AR-F&MIS_382 
Management 
arrangements should 
ensure that individual 

1 

Strategic 
Finance 
Accountant; 
Strategic 

 30-Apr-2020 
Petty Cash 
Audit 2019/20 

30-Apr-2021 
Appropriate 
authorisation of 
reimbursements/recon
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Status 
Icon 

Action Code & Title Priority Assigned To Progress Bar Due Date Description All Notes 

floats and the petty cash 
control account are 
subject to regular 
independent review and 
reconciliation. 

Finance 
Accountant 02 

ciliations detailed in 
procedures.  
Authorised signatory 
project to be 
completed. Insufficient 
transactions to verify 
in practice.   

16-Sep-2020 Been 
reviewed and changes 
being made 

05-Nov-2019 Guidance 
notes produced, 
waiting to be reviewed 
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Assigned To Strategic Finance Accountant; Strategic Finance Accountant 02; Director of Financial Resources 
 

Status 
Icon 

Action Code & Title Priority Assigned To Progress Bar Due Date Description All Notes 

 

AR-F&MIS_377 
Management 
arrangements should 
ensure that only 
appropriate expenditure 
is claimed through the 
petty cash system, in 
accordance with the 
procedures and financial 
regulations and other, 
more appropriate 
systems are used where 
possible. 

1 

Strategic 
Finance 
Accountant; 
Strategic 
Finance 
Accountant 02; 
Director of 
Financial 
Resources 

 31-Jan-2020 
Petty Cash 
Audit 2019/20 

09-Apr-2021 Awaiting 
approval of Financial 
Regs which were due 
to go to FC in May 21.  
 
AR will then be cleared  

22-Oct-2020 Waiting 
for Financial Regs to be 
approved by Council. 

30-Oct-2019 Split into 
two Milestones: a) 
Finance verifying all 
reimbursements for 
appropriate use.  b) 
Financial Regulations 
currently under review. 
Process of fuel for hire 
cars to be clarified. 
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Outstanding Audit recommendation >50% implemented 
 

 
 

Audit -  Benefits 2020/21 
 
Recommendation Code & Title Due Date Overall 

Progress 
Last Updated Latest Note 

AR-F&MIS_399 Aim High process 
should be completed for all employees 
annually, enabling the review of job 
roles/profiles and responsibilities are 
accurate and communicated, setting 
and managing employee objectives, 
with the aim to develop a clear 
workforce strategy. 

30-Jun-2021 0% 01-Jul-2021 

Agreed, Aim High to be completed for 21/22. 

 

Audit -   Corporate Health and Safety 2019/20 
 
Recommendation Code & Title Due Date Overall 

Progress 
Last Updated Latest Note 

AR-C_159 All necessary training is 
identified for individual staff; 
Records/inductions retained; training 
records monitored for renewals; 
Responsibility to ensure adequate, 
timely information/training provided to 
employees clearly communicated 

30-Sep-2020 33% 29-Jun-2021 

Records now retained/monitored by HR.   

Training and induction is held within Waste 
department currently. However this is still to be 
rolled out to other departments 

 

AR-C_160 For all equipment, 
machinery and tools: 
•inductions/training is undertaken by 
relevant staff prior to use; •full 
maintenance requirements 
established/monitored; maintenance 
documentation retained; Managers 
ensure compliance with safe working 
practices. 

30-Sep-2020 0% 
07-May-

2021 

Follow up audit concluded that - All areas remain 
overdue and should be reflected as such on 
Pentana.  This should also include the 
training/certification requirements for the operation 
of each item of machinery/equipment being 
established to enable accurate assessment of 
whether any potential operator is sufficiently 
qualified to do so.  
 
 

 

Audit -   Grant Thornton Audit Findings 2016/17 – March 2018 
 
Recommendation Code & Title Due Date Overall 

Progress 
Last Updated Latest Note 

AR-AC_072 Develop a disaster 
recovery plan and perform a test of this 
plan at the earliest possible 
convenience. 

30-Sep-2018 30% 
Feb 2021 

 

Reviewed Feb 2021 
 
No progress made as priority has been Business 
Continuity Plan.  Realistic date for completion is 
March 2021 

 

Audit -   Petty Cash Audit 2019/20 
 
Recommendation Code & Title Due Date Overall 

Progress 
Last Updated Latest Note 

AR-F&MIS_379 Authorised signatory 
forms should be reviewed and updated 
to include the current signatures and all 
relevant duties to be performed by an 
individual within each respective 
department’s budget. 

31-Dec-2019 0% 
30-Apr-
2021 

Project for the review and update of authorised 
signatory forms to be commenced once Financial 
Regs approved by Committee 

AR-F&MIS_380 Reimbursements of 
floats should only be made where 
appropriate authorisation is received in 
accordance with authorised signatory 
information. 

31-Oct-2019 0% 
30-Apr-
2021 

Remains outstanding until project for authorised 
signatory forms has been completed. 
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Audit Committee 29th July 2021 

Internal Audit Annual Report 
 
PORTFOLIO HOLDER 
LEAD OFFICER: 

Mike Starkie 
Steven Brown, Director of Financial Resources 

REPORT AUTHOR: Steven Brown, Director of Financial Resources 
 
WHAT BENEFITS WILL THESE PROPOSALS BRING TO COPELAND 
RESIDENTS? 
These proposals ensure the proper administration of the Council’s 
financial affairs to enable the continued delivery of services to Copeland 
residents.  
 
WHY HAS THIS REPORT COME TO AUDIT COMMITTEE? 
This report provides the Audit Committee with a summary of the 
outcomes of the work of Internal Audit for 2020/21.  In accordance with 
the requirements of the Public Sector Internal Audit Standards, it 
includes the ‘Chief Audit Executive’s’ opinion on the effectiveness of the 
Council’s arrangements for risk management, governance and internal 
control. The Chief Audit Executive at Copeland Borough Council is the 
Director of Financial Resources. 
 

RECOMMENDATIONS: 
The Audit Committee is recommended to:  

1. Note the outcomes of the work of Internal Audit for 2020/21 and the 
Chief Audit Executive’s opinion on the effectiveness of the Council’s 
arrangements for risk management, governance and internal control; 

2. Note progress against the annual plan as set out in Appendix A; 

3. Note progress against the key performance indicators as set out in 
Appendix B. 

 

 
1. BACKGROUND 

1.1. All local authorities must make proper provision for internal audit 
in line with the 1972 Local Government Act. The Accounts and 
Audit Regulations 2015 require that the Council undertake an 
effective internal audit to evaluate the effectiveness of its risk 
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management, control, governance processes and taking into 
account public sector internal auditing standards or guidance. 

1.2. Internal Audit is responsible for providing independent assurance 
to the Council’s senior management and to the Audit Committee 
on the systems of governance, risk management and internal 
control. 

1.3. It is management’s responsibility to establish and maintain 
internal control systems and to ensure that resources are properly 
applied, risks appropriately managed and that outcomes are 
achieved.  Management is responsible for the system of internal 
control and set in place policies and procedures to ensure that 
controls are operating effectively.  

Internal Audit coverage and outcomes  

1.4. Due to the impact of the Covid-19 pandemic on the organisation, 
the Internal Audit service was suspended between March 2020 to 
the end of June 2020. The audit plan for 2020/21 therefore 
covered the period from July 2020 – March 2021. 

1.5. Audit Committee approved the 2020/21 audit plan at its meeting 
in June 2020.  

1.6. Revisions to the audit plan were agreed at the Audit Committee in 
May 2021.  As a consequence of the impact of the Covid-19 
pandemic, introduction of a new cash receipting system and 
availability of senior officers, a number of audits were carried 
forward in March as detailed below: 

 Main Financial System  - Cash Receipting (c/f from 19/20) – a 
new cash receipting system was being imbedded;  

 Sundry Debtors – was put on hold due to workload of 
Revenues Team due to the processing of Covid 19 Business 
Support Grants. 

1.7. During 2020/21, 6 audits out of a planned 9 audits have been 
completed, 1 of these audits, the ICT Information Security 
Management System audit, is being finalised and thus has a 
provisional assessment across two areas. All of these audits have 
been included to form the audit opinion.  
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 Reports – 6; 

 Substantial assurance – 0; 

 Reasonable assurance – 4; 

 Partial assurance – 2; 

 Limited / No assurance – 1. 

Note the ICT Information Security Management System audit has a 
provisional assessment of Limited for the ICT elements and 
Reasonable for the HR elements of the audit. 

1.8. Main Financial and Governance systems are subject to audit 
review every three years.  For those systems not subject to review 
in 2020/21, Internal Audit collected and reported control 
environment information for the S.151 Officer (Director of 
Financial Resources).  

1.9. Internal Audit effectiveness is reliant on management 
implementing agreed actions from audit reports on a timely basis 
and senior management / Audit Committee monitor this is 
happening.  Internal Audit confirmed action has been taken to 
respond to recommendations and to reduce those reported as 
overdue. 

1.10. Measures of Internal Audit performance are included at Appendix 
B to this report.  Significant time has been spent on project work 
relating to the shift to working on Sharepoint and OneDrive.  This 
together with other matters has affected the chargeable time and 
efficiency of the audit function.   

1.11. Overall, based on the reduced audit coverage and assurance 
ratings the level of assurance is considered partial based on the 
assignments completed in the year.  Where audit reports conclude 
that existing controls only provide partial or limited assurance a 
follow up review is normally undertaken, unless the audit was 
itself a follow up review.   

1.12. The 2 reports listed as providing partial assurance at 1.7 above are 
from follow up audits and, therefore, will not be reviewed again, 
however, any outstanding high priority recommendations from 
these will continue to be reported to Audit Committee.   
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1.13. The report at 1.7 above which has been provisionally assessed as 
providing only limited assurance will be included as a follow up 
review.  Timing of the follow up is dependent on the expected 
date of implementation of recommendations, with the aim of 
being within six months of the issue of the final report. 

1.14. Appendix A provides a summary of audit work undertaken during 
the year against the Audit Plan. Details of these reviews have been 
reported to Audit Committee through regular Internal Audit 
progress reports during the year. 

External Audit Value for Money Conclusion 

1.15. In October the External Auditor discussed their 2017/18 Audit 
Findings Report with the Audit Committee. The auditor is required 
to report whether, in their opinion, the Council has made proper 
arrangements to secure economy, efficiency and effectiveness in 
its use of resources, their opinion is set out below: 

1.16. The External auditor has concluded that, in all significant aspects, 
the Authority has not put in place proper arrangements for 
securing economy, efficiency and effectiveness in its use of 
resources for the year ended 31 March 2018 and has given an 
adverse opinion. 

1.17. The management response to the recommendations raised by the 
external auditor is also set out in the Audit Findings Report 
presented to the Audit Committee in October.  

Internal Audit Opinion 

1.18. The purpose of this report is to give my opinion as the Chief Audit 
Executive’s (CAE) for Copeland Borough Council.  This is based on 
the adequacy and effectiveness of the Council’s systems of risk 
management, governance and internal control from the work 
undertaken by Internal Audit for the year ended 31/03/21.  This 
annual opinion from the designated CAE (lead officer of the 
internal audit function) is a requirement of the Public Sector 
Internal Auditing Standards (PSIAS). 

1.19. This report is a key contributor to the Council’s Annual 
Governance Statement.  

1.20. In giving this opinion, it should be noted that assurance can never 

Page 40



be absolute and it is not possible to give complete assurance that 
there are no major control weaknesses. My opinion is based on 
the work undertaken by Internal Audit during the year. 

1.21. This report provides a summary of the outcomes of the work of 
Internal Audit for 2020/21 and includes the CAE’s opinion on the 
effectiveness of the Council’s arrangements for risk management, 
governance and internal control in accordance with the 
requirements of the Public Sector Internal Audit Standards. 

1.22. Additional contingency work and advice was undertaken during 
the year including reviewing the proposed use of electronic 
signatures, virtual card payments, and advice on the verification of 
identities relating to Grant Funding Scheme. Internal Audit also 
assisted with the National Fraud Initiative data matching exercise. 

1.23. During 2020/21, 5 audits out of a planned 9 have been completed 
from that plan and issued as final reports.  1 audit is currently 
being finalised and is included in this report with a provisional 
assessment, split over 2 areas.  Those 6 audits included a number 
of high priority governance and financial systems including; 
Performance Management Framework, Payroll, and Benefits. 

1.24. Internal Audit has operated in conformance with the mandatory 
Public Sector Internal Audit Standards (PSIAS). There have been no 
threats to Internal Audit’s independence in the year to which this 
opinion relates. 

1.25. Based on the work undertaken by Internal Audit during the year, 
the annual opinion of the CAE provides partial assurance over the 
adequacy and effectiveness of the council’s overall arrangements 
for governance, risk management and internal control based on 
the assignments completed in the year. 

2. ANNUAL REPORT 

2.1. I can report that there has been no threat to the independence of 
Internal Audit that would impact on the provision of my annual 
opinion statement. 

2.2. Limitations were placed on the work which Internal Audit was able 
to undertake over the year because of the impact of the COVID-19 
pandemic.  From the audits included in the plan, a number could 
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not be completed and from those which were, Internal Audit were 
able to provide reasonable assurance for only 57% of assessments 
made.  Therefore, it is my opinion that it was not possible to 
provide an assurance level above partial assurance that Copeland 
Borough Council’s overall framework of governance, risk and 
internal control are generally working effectively in practice.  

Statement of Conformance with Public Sector Internal Audit 
Standards (PSIAS) 

2.3. The risk based approach has been designed to ensure all Internal 
Audit work is conducted in accordance with the PSIAS. Audit work 
has been conducted in line with the agreed audit methodology 
and has been subject to quality assurance checks by the CAE. 

3. CONCLUSIONS 

3.1. The Committee is asked to note: 

 The progress achieved in 2020/21 in delivering the audit plan 
and the outcomes of completed audit reviews set out in 
Appendix A; 

 The CAE’s opinion of partial assurance on the Council’s overall 
systems of governance, risk management and internal control 
for the year ended 31/03/21 based on the assignments 
completed in the year; 

 The CAE’s declaration of conformance with the mandatory 
Public Sector Internal Audit Standards (PSIAS); 

 The CAE’s declaration of Internal Audit independence as 
required by the PSIAS; 

 Internal Audit performance measures are included at 
Appendix B; and 

 The outcomes of the Quality Assurance and Improvement 
Programme at Appendix C. 

4. STATUTORY OFFICER COMMENTS  

4.1. Legal comments are: There are no legal issues arising from this 
report. 
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4.2. The Section 151 Officer’s comments are: Contained within the 
report. 

4.3. EIA Comments: N/A 

4.4. Policy Framework: N/A 

4.5. Other consultee comments, if any: N/A 

List of Appendices  

Appendix A – Summary of Internal Audit work undertaken in support of 
the overall opinion; 

Appendix B - Internal Audit performance measures; 

Appendix C - Summary of outcomes of the Quality Assurance and 
Improvement Programme. 

 

Page 43



Appendix A  Summary of Internal Audit work undertaken in support of the overall opinion 

Audit Review and Sponsor 
Assurance 

Opinion 

Priority of Recommendations Status 

High Medium Advisory  

Main Financial System - Benefits Reasonable - 3 - Completed 

Main Financial System - Cash 

Receipting (c/f from 19/20) 

 - - - The audit was put on hold whilst a new cash 

receipting system is imbedded. Provision is 

made in the 2021/22 Audit Plan. 

COVID19  - - - No scope areas were decided. 

Corporate Health and Safety – 

follow up 

Partial 2 2 - Completed 

ICT Strategy & Purchasing (c/f 

from 19/20). Focused on 

ISO27001 Information Security 

Management System 

Limited - - - Provisional Assessment – based on ICT 

arrangements 

Reasonable - - - Provisional Assessment – based on HR 

arrangements 

Main Financial System - Payroll Reasonable 1 6 - Completed 

Governance - Performance 

Management 

Reasonable - 1 1 Completed 

Petty Cash – follow up Partial 5 2 - Completed 

Main Financial System - Sundry 

Debtors 

 - - - The audit was put on hold due to workload of 

Revenues Team. Provision is made in the 

2021/22 Audit Plan. 
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Appendix B  Internal Audit Performance Measures 2020/2021 

 

KPI Measure of Assessment Target Forecast Comment 

Output Measures  

Planned audits 
completed. 
 

% of planned audit reviews (or 
approved amendments to the 
plan) completed in respect of the 
financial year. 

95% 
Annual 

66% 9 reviews included in the 2020/21 audit plan.  
This total included two follow up reviews.  
To date 5 audits have been completed and 
reported, 1 audit is included with provisional 
assessment and is yet to be reported, no scope 
area was decided for 1 audit, and 2 audits will be 
carried over into the 2021/22 Audit Plan. 

Audit scopes agreed. % of audit scopes agreed with 
management and issued before 
commencement of the audit 
fieldwork. 

100% 100% Agreed scopes are confirmed in the Client 
Notification issued to management. 

Draft reports issued by 
agreed deadline. 

% of draft Internal Audit reports 
issued by the agreed deadline or 
formally approved revised 
deadline agreed by Audit 
Manager and client. 

80% 33% There have been delays in issuing 4 audit reports 
due to delays in the review of Internal Audit 
working papers and draft reports, as well as a 
project which reprioritised works to meet ICT 
deadlines. 

Timeliness of final 
reports. 

% of final Internal Audit reports 
issued for senior manager 
comments within 5 working days 
of management response or 
closeout. 

90% 100% Still awaiting information for ICO and 
Performance Management 

Recommendations 
agreed. 

% of recommendations accepted 
by management. 

95% 96% There was one instance where management 
provided additional information against a 
recommendation included in the draft reports. 
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KPI Measure of Assessment Target Forecast Comment 

 
Follow up. % of high priority audit 

recommendations implemented 
by target date. 

100% ---- Overdue actions are now included in a separate 
report from the Head of Corporate Resources and 
Commercial Strategy (M.O.). 

Assignment 
completion. 

% individual reviews completed to 
required standard within target 
days or prior approved extension 
by Audit Manager. 

75% 33% 2 of the 6 completed reviews within budget. 

Quality Assurance  
Quality Assurance 
checks completed. 

% QA checks completed. 100% 
 

100% CAE reviews working papers, findings and draft 
report prior to issue. 

People Measures  

Efficiency. % chargeable time. 80% 
 

64% There has been significant time spent on Project 
Group work relating to the shift to Sharepoint and 
Onedrive. 
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Appendix C  
Summary of outcomes of the Quality Assurance and Improvement Programme 
INTERNAL ASSESSMENTS (PSIAS ref: 1311) 
 

On-going reviews 
conducted through 

Elements Confirmation 
of 

conformance 

Supervision of 
engagements 

 Work is allocated from the annual risk 
based plan by the CAE  

 Staff are involved in developing audit 
scope in conjunction with audit clients 
prior to commencement  

 Work is supervised to ensure that it 
complies with the approved 
methodology for carrying out an audit  

 Audit Manager attends close out 
meetings to support the auditor and 
ensure that key messages are relayed 
appropriately  

 All Internal Audit reports signed off by 
the CAE 

√ 
 

√ 
 
 

√ 
 
 

Partial 
 
 
 

√ 

Regular, documented 
review of working papers 
during engagements 

CAE reviews each audit file to ensure:  

 The scope and objectives of the audit 
have been agreed with clients and 
adequately documented and 
communicated  

 Key risks have been identified  

 The audit testing strategy has been 
designed to meet the objectives of the 
audit and testing undertaken to the 
extent necessary to provide an audit 
opinion for each piece of work. Audit 
has been completed in a thorough, 
accurate and timely manner  

 The standard of working papers and 
evidence collected during the audit 
are in accordance with audit processes 
and procedures  

 The draft audit report fully reflects all 

 
√ 
 
 
 

√ 

√ 
 
 
 
 
 
 

√ 
 
 
 

√ 
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On-going reviews 
conducted through 

Elements Confirmation 
of 

conformance 
findings from the audit and these are 
properly explained and practical 
recommendations made  

 The assurance rating is fully supported 
by the working papers and can be 
justified by the auditor  

 The audit has been completed within 
the time allocation  

 The audit report has been produced to 
a good standard in an accurate and 
timely manner  

 Training and development needs 
identified through the review process  
 

 
 

√ 
 
 
 

Partial 
 

√ 
 
 

√ 
 

Audit manual containing 
all key policies and 
procedures to be used for 
each engagement to 
ensure compliance with 
applicable planning, 
fieldwork and reporting 
standards 
 

 Audit manual is in place for all key 
elements of the audit process 
together with templates for all audit 
working papers 

√ 

Feedback from customer 
survey on individual 
assignments 
 

 Customer feedback form reviewed in 
May 2018 and linked to performance 
measures for Internal Audit. Audit 
Committee (08/08/19) concluded that 
“With regard to the ‘Post audit 
customer satisfaction survey 
feedback’, it was suggested that this 
survey was meaningless and whether 
this should be considered in future.” 
As such the surveys are no longer 
issued 

 Feedback form issued for all Internal 
Audit assignments  

 Feedback from client satisfaction 

No 
 
 
 
 
 
 
 
 
 
 

No 
 

No 
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On-going reviews 
conducted through 

Elements Confirmation 
of 

conformance 
forms passed on to individual auditors. 
Any areas identified for learning and 
development are taken forward  

 Any common issues are identified and 
action taken where necessary 
 

 
 
 

No 

Analysis of performance 
measures established to 
improve Internal Audit 
effectiveness and 
efficiency 

 Regular monitoring of performance 
measures by the CAE  

 Feedback to individuals as appropriate  

 Reporting to Audit Committees on a 
quarterly basis 

√ 
 

√ 

√ 

All final reports and 
recommendations are 
reviewed and approved 
by the Audit Manager 

 Formal sign off and issue of all final 
reports and recommendations by the 
CAE 

 New audit report template includes 
comments from Corporate Director or 
equivalent 

√ 
 
 

√ 

Periodic reviews 
conducted through 

Elements Confirmation 
of 

conformance 

Annual risk assessments 
for the purposes of 
annual audit planning 

 Annual risk assessment of the 
organisation’s audit universe as part of 
the planning process 

 

√ 

Annual assessment of 
Internal Audit’s 
conformance with its 
Charter, PSIAS with an 
improvement plan 
produced to address any 
areas of non-conformance 
identified 
 

 Review of Charter for conformance  

 Annual completion of CIPFA checklist 
for assessing conformance with the 
PSIAS  

 Improvement plan produced to 
address areas of non-conformance  

 Service development plan identifying 
actions for service improvement 
 

√ 

√ 
 
 

√ 
 

No 
 

Quarterly reports to audit 
committees on progress 
with delivery of the audit 
plan 

 Preparation of progress report for 
Audit Committee and CAE attends 
committee meetings 

√ 
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On-going reviews 
conducted through 

Elements Confirmation 
of 

conformance 
Adherence to Code of 
Ethics by all Internal Audit 
staff 

 Staff reminded of the Code of Ethics √ 
 

Annual completion of 
declaration of business 
interests by all Internal 
Audit staff 

 Interests declared as appropriate and 
considered by Audit Manager 
allocating work 

√ 

 
EXTERNAL ASSESSMENTS (PSIAS ref:1310) 
External Assessments will be carried out in accordance with the requirements of the 
PSIAS and reported to Audit Committees as appropriate.  

REPORTING ON THE QUALITY ASSURANCE AND IMPROVEMENT PROGRAMME (PSIAS 
ref: 1320) 
The results of the quality assurance programme and progress against any improvement 
plans must be reported in the annual report. 
Internal Assessments – reports of internal assessments will be reported to the Audit 
Committee on an annual basis.  
External Assessments – results of external assessments will be reported to the Audit 
Committee and S.151 officer at the earliest opportunity following receipt of the 
external assessors report. The external assessment report will be accompanied by a 
written plan in response to significant findings and recommendations contained in the 
report. 
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Audit Committee 29th July 2021 

Internal Audit Plan and Internal Audit Charter for 2021/22 
 
PORTFOLIO HOLDER 
LEAD OFFICER: 

Mike Starkie 
Steven Brown, Director of Financial Resources 

REPORT AUTHOR: Steven Brown, Director of Financial Resources 
 
WHAT BENEFITS WILL THESE PROPOSALS BRING TO COPELAND RESIDENTS? 
These proposals ensure the proper administration of the Council’s financial 
affairs to enable the continued delivery of services to Copeland residents.  
 
WHY HAS THIS REPORT COME TO AUDIT COMMITTEE? 
This report sets out the Internal Audit plan and Internal Audit Charter for 
2021/22.  
 

RECOMMENDATIONS: 
The Audit Committee is recommended to:  

1. Agree the Internal Audit Plan for 2021/22; and 

2. Agree the Internal Audit Charter at Appendix A. 
 

 
1. INTRODUCTION 

1.1. Under the terms of the Public Sector Internal Audit Standards the ‘Chief 
Audit Executive’ (Director of Financial Resources (DoFR)) is required to 
prepare an annual risk based audit plan for review and approval by the 
Audit Committee.  

1.2. The plan covers the period from April 2021 – March 2022 and 
incorporates provision for the completion and carry forward of 2020/21 
audits and also those audits which were previously agreed to be carried 
forward (Audit Committee 18/06/2020) - Data Protection Act/GDPR and 
Information Governance (2019/20 Follow Up). 

1.3. The attached plan has considered: 

 Consultation with individual members of the CLT; 

 Review of strategic risk register, corporate plan and the Corporate 

Peer Challenge review; 
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 Review of outcomes of previous audit reviews / other inspections; 

 Consideration of national, regional or emerging issues; and 

 A risk assessment to identify highest priority areas for inclusion in 

the audit plan. 

1.4. Due to the Covid-19 pandemic and its impact on departments, two 
2020/21 main financial system audits (Cash receipting and Sundry 
debtors) have been carried forward into the 2021/22 plan. 

1.5. Provision has also been given for Internal Audit to provide assurance 
reviews on the proposed implementation of the new main financial 
software system. 

1.6. The 2021/22 plan has been prepared based on an Internal Audit 
resource of 281 audit days; from April 2021 to March 2022.  

1.7. A summary of the plan is set out below: 

 Days 
Completion of 2020/21 Audits 10 

Carry Forward 2020/21 Main Financial System Audits  
Cash Receipting 15 

Sundry Debtors 15 

Risk-based audit reviews:   
Data Protection Act / GDPR 20 

Assurance review of new main financial system 20 
Property 20 

Main Financial Systems  
Creditors 20 

Main Accounting System 20 

NNDR/Business Rates 20 
Additional assurance work 3 

Corporate Governance – information governance, data & 
regulatory compliance 

20 

Follow up of previous audits 8 
NFI/counter fraud work 10 

Advice and guidance 20 

Audit Committees 20 
Contingency  20 

Planning / management 20 
Total 281 
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1.8. A three-year programme for reviewing the main financial systems 
ensures that each main financial system is reviewed in depth at least 
once every three years.  Provision is also included for cyclical reviews of 
the key governance systems. 

1.9. At the time of writing there has been no announcement on local 
government reform however, if there is a change in the model for local 
government this may give rise to additional risks during the year that 
may be appropriate to be considered by Internal Audit; either as part of 
a specific review or more generally. The Internal Audit Manager will 
consider these risks during the year and if necessary seek agreement 
with the Committee to consider changes to the audit plan. 

2. INTERNAL AUDIT CHARTER 

2.1. The Internal Audit Charter has been included in Appendix A; it describes 
the purpose, authority, responsibilities and objectives of Internal Audit. 
There are no changes from the Charter approved in 2020/21. 

3. CONCLUSIONS 

3.1. The Committee is asked to review and approve the audit plan for 
2021/22 and the Internal Audit Charter. 

4. STATUTORY OFFICER COMMENTS  

4.1. The Monitoring Officer’s comments are: Internal Audit is an important 
function within the Council and allows the required impartial 
examination and audit of a range of proposed and agreed audits in any 
one financial year.  All audits are risk based audits and identify both 
inherent good practice and suggested areas of weakness for continued 
improvement. 

4.2. The Section 151 Officer’s comments are: Included in the report. 

List of Appendices: 

Appendix A Internal Audit Charter. 

 
Consultees: Corporate Leadership Team (CLT) 
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Appendix A - Internal Audit Charter 

1. INTRODUCTION 

1.1 This charter describes the purpose, authority, responsibilities and 

objectives of Internal Audit.  It establishes Internal Audit’s position 

within Copeland Borough Council and the ‘Chief Audit Executive’s’ (CAE) 

(the Director of Financial Resources) functional reporting relationship 

with the Audit Committee. 

1.2 The Director of Financial Resources (DoFR) has day to day responsibility 

for internal audit function at the Council. In common with many small 

local authorities this arrangement is not uncommon and considered 

both pragmatic and to give value for money. However, safeguards need 

to be put in place to limit impairments to independence or objectivity, 

therefore, the following steps are put in place to achieve this: 

 The DoFR will not undertake any audit work but purely manage 

the function; 

 For audits under the DoFRs responsibility the client representative 

will be the Deputy Section 151 Officer, Revenues Team Leader or 

Benefits Team Leader; and 

 The auditors are given full authority to report directly to the Chief 

Executive, Audit Committee, Mayor or External Audit if they have 

any concerns about the suppression of audit evidence or the 

conduct of the DoFRs. 

 

1.3 The charter also provides for Internal Audit’s rights of access to records, 

personnel and physical properties relevant to audit engagements.  Final 

approval of the audit charter rests with the Audit Committee. 

1.4 Internal Audit is required to conform to the mandatory Public Sector 

Internal Audit Standards (PSIAS).  PSIAS is comprised of the following: 

 Definition of Internal Auditing; 

 Code of Ethics; and 

 The Standards that determine the conduct of Internal Audit. 
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Instances of non-conformance with the PSIAS are reported to the Audit 

Committee.  Significant deviations must be considered for inclusion 

within the Annual Governance Statement.  

1.5 An audit charter is one of the key requirements of the PSIAS.  As such, 

failure to approve an internal audit charter is a significant deviation from 

the requirements of the Standards.   

1.6 The CAE presented the Charter to senior management and obtained 

approval of the Audit Committee.   

1.7 The PSIAS use the terms ‘board’ and ‘senior management’ and require 

that the audit charter define these terms in relation to internal audit 

activity.  For Copeland Borough Council, senior management refers to 

the Corporate Leadership Team (CLT) and the ‘board’ is the Audit 

Committee. 

2. THE ROLE OF INTERNAL AUDIT 

2.1 Internal Audit is an independent, objective assurance and consulting 

service designed to add value and improve the Council’s operations.  

Internal Audit helps the Council to accomplish its objectives by bringing a 

systematic, disciplined approach to evaluate and improve the 

effectiveness of risk management, control and governance processes.   

2.2 The design of the services provided by Internal Audit assist the Council 

to continually improve the effectiveness of its respective risk 

management, control and governance frameworks and processes and to 

allow an independent, annual opinion to be provided on the adequacy 

and effectiveness of these arrangements.   

2.3 Internal Audit activities in support of this include: 

 Planning and undertaking an annual programme of risk-based 

Internal Audit reviews focusing on risk management, internal 

control and governance; 

 Review of arrangements for preventing, detecting and dealing 

with fraud and corruption; 
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 Review of overall arrangements for risk management and 

corporate governance; 

 Reviews of grant funded expenditure where the funding bodies 

require assurance or risks are high; 

 Provision of advice on risk and control related matters; 

 Consultancy services, which may include hot assurance on projects 

or service and system development; 

 Investigation of suspected fraud, irregularity or provision of advice 

and support to management in undertaking an investigation; and 

 Advice on strengthening controls following such an incident. 

3. PURPOSE, AUTHORITY, RESPONSIBILITY AND OBJECTIVES 

Purpose 

3.1 The Chartered Institute of Internal Auditors describes internal audit as 

being a key component of corporate governance.  When properly 

resourced, positioned and targeted, internal auditors act as invaluable 

eyes and ears for senior management and Audit Committees.  From 

inside their organisations, internal audit gives an unbiased and objective 

view on what is happening in the organisation. 

3.2 Internal Audit’s core purpose is to provide senior management and 

Elected Members with independent, objective assurance that there are 

adequate and effective systems of risk management, internal control 

and governance. 

3.3 By undertaking an annual risk assessment and using this to prepare the 

annual risk-based audit plan, Internal Audit targets resources at the 

areas identified as highest risk to the Council.  This then allows Internal 

Audit to give an annual overall opinion on the Council’s systems of risk 

management, internal control and governance. 

3.4 The annual report and opinion is a mandatory requirement and is a key 

contributor to the Annual Governance Statement, which accompanies 

the annual statement of accounts.  The Governance Statement provides 
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assurance to the Audit Committee that an effective internal control 

framework is in place.  

3.5 Internal Audit supports the Director of Financial Resources (S.151 

Officer) to discharge their responsibilities under section 151 of the Local 

Government Act 1972, the Accounts and Audit Regulations 2015 and the 

CIPFA Statement on the Role of the Chief Financial Officer in Local 

Government.  This Statement places on the Chief Financial Officer, the 

responsibility for ensuring that the authority has put in place effective 

arrangements for internal audit of the control environment and systems 

of internal control as required by professional standards. 

3.6 Internal Audit supports the Director of Corporate Services and 

Commercial Strategy (M.O.) and Director of Financial Resources (S.151 

Officer) in providing high-level assurances relating to the Council’s 

governance arrangements. 

3.7 Internal Audit also supports the Director of Corporate Services and 

Commercial Strategy (M.O.) in discharging responsibilities for 

maintaining high standards of governance, conduct and ethical 

behaviour. 

Authority 

3.8 This charter provides the authority for Internal Audit’s right of access to 

all activities, premises, records, personnel, cash and stores as deemed 

necessary to undertake agreed internal audit assignments.  In approving 

this charter, senior management and Members of the Audit Committee 

have approved this right of access and therefore the responsibility of all 

officers to comply with any reasonable request from members of the 

Internal Audit team. 

3.9 This charter delegates to the CAE the responsibility to undertake an 

annual risk assessment in consultation with the Council’s management, 

and from this, to prepare a risk-based plan of audit work for approval by 

the Audit Committee. 
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3.10 Internal Audit shall have the authority to undertake audit work as 

necessary within agreed resources to achieve audit objectives.  This will 

include determining the scope of individual assignments, selecting areas 

and transactions for testing and determining appropriate key contacts 

for interview during audit assignments. 

3.11 The charter establishes that Internal Audit has free and unfettered 

access to the Audit Committee and has the right to request a meeting in 

private with the Chair of the Audit Committee should it become 

necessary. 

Responsibilities and Objectives 

3.12 Internal Audit’s primary objective is to undertake an annual programme 

of internal audit work that allows an annual opinion to be provided on 

the overall systems of risk management, internal control and 

governance.  

3.13 The CAE leading the Internal Audit team members has responsibility for 

the following areas: 

Planning 

 Develop an annual internal audit plan using a risk based 

methodology, based on at least an annual assessment of risk and 

incorporating risks and concerns identified by senior management; 

 Submit the annual audit plan to CLT and Audit Committee for 

approval; and 

 Review agreed audit plans following consideration of new and 

emerging risks and report any necessary amendments to agreed 

plans to Audit Committee. 

Implementation 

 Deliver the approved annual programme of internal audit work 

and report the outcomes in full to senior management (as agreed 

at the scoping stage of each engagement) and in summary to 

Audit Committee; 

 Assist the investigating officer, as required, in significant suspected 

fraudulent activities within the organisation and report the 
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outcomes to senior management (Director of Corporate Services 

and Commercial Strategy (M.O.), Director of Financial Resources 

(S.151 Officer) and other relevant directors); and 

 Assist the Director of Corporate Services and Commercial Strategy 

(M.O.) to monitor the implementation of agreed audit 

recommendations by undertaking follow up reviews and reporting 

the outcomes to senior management and Audit Committee. 

Reporting 

 Any significant issues arising during audit fieldwork will be 

discussed with management as they are identified; 

 Draft audit reports will be produced on a timely basis following all 

audit reviews and these will be discussed with management prior 

to finalising, to ensure the factual accuracy of the report and 

incorporate management responses; 

 Quarterly progress reports will be prepared and discussed with 

management before being reported formally to Audit Committee; 

 Internal Audit has a responsibility to report to Audit Committee 

any areas where it is considered that management have accepted 

a level of risk that may be unacceptable taking in to account 

policies approved by the Council; and 

 The CAE has a duty to bring to the attention of the Audit 

Committee resource issues that are likely to impact adversely on 

the provision of the annual audit opinion. 

Relationships with other Inspectorates 

 Internal Audit will maintain effective relationships with other 

providers of assurance and external inspectorates to avoid 

duplication of effort and enable Internal Audit, where appropriate, 

to place reliance on the work of other providers. 

 

3.14 The presence of Internal Audit does not detract in any way from 

management’s responsibilities for maintaining effective systems of 

governance, risk management and internal control. 
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3.15 Internal Audit does not have any responsibilities for preventing or 

detecting fraud or error, this is the responsibility of the management of 

the respective organisations.  Internal Audit’s role is to provide senior 

management and the Audit Committee with assurance that the 

management of the organisation have themselves established 

procedures that allow them to prevent or detect fraud or error and to 

respond appropriately should this occur. 

3.16 It is the responsibility of the Council’s management to maintain 

adequate systems of internal control and to review their systems to 

ensure that these controls continue to operate effectively. 

3.17 The role of Internal Audit within the organisation is summarised in the 

diagram below. 

 

3.18 The above diagram demonstrates the three lines of defence in ensuring 

that Copeland Borough Council is adequately managing its risks. 

3.19 The first line of defence comprises the arrangements that operational 

management have implemented to ensure risks are identified and 

managed.  These include the controls that are in place within systems 

and processes together with the management and supervisory oversight 

designed to identify and correct any issues arising. 

3.20 The second line of defence refers to the strategic oversight 

arrangements that are designed to provide management with 
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information to confirm that the controls in the first line of defence are 

operating effectively.  For example, the risk management policies and 

strategies that determine how: 

 Risks within the organisation will be identified, assessed and 

managed; and 

 Reporting arrangements confirm implementation and compliance 

with these policies and strategies. 

3.21 Internal audit forms the third line of defence alongside other 

independent providers of assurance.  The role of internal audit is to 

provide the senior management and Elected Members of the 

organisation with assurance that the arrangements within the first and 

second lines of defence are adequate and working effectively to manage 

the risks faced by the organisation. 

4. SCOPE OF INTERNAL AUDIT WORK 

4.1 The scope of Internal Audit work covers the entire systems of risk 

management, internal control and governance.  This allows Internal 

Audit to provide assurance that appropriate arrangements are in place 

to ensure that: 

 The organisation’s risks are being appropriately identified, 

assessed and managed; 

 Information is accurate, reliable and timely; 

 Employees’ actions comply with expected codes of conduct, 

policies, laws and procedures; 

 Resources are utilised efficiently and assets are secure; 

 The organisation’s plans, priorities and objectives are being 

achieved; and 

 Legal and regulatory requirements are being met. 

5. POSITION AND REPORTING LINES FOR INTERNAL AUDIT 

5.1 Internal Audit reports operationally to the Director of Financial 

Resources (S.151 Officer).  Functional reporting is to the Audit 

Committee. 
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5.2 On a day-to-day basis, Internal Audit will report the outcomes of its work 

to the senior officer responsible for the area under review.  The Director 

of Corporate Services and Commercial Strategy (M.O.) and the Director 

of Financial Resources (S.151 Officer) monitor the progress and 

performance of Internal Audit.  Both managers are charged with 

ensuring the organisation has put in place effective arrangements for 

Internal Audit and for the control environment and systems of internal 

control as required by professional standards. 

5.3 Internal Audit reports the outcomes of its work to the Audit Committee 

on a quarterly basis.  This includes as a minimum, a progress report 

summarising the outcomes of Internal Audit engagements as well as the 

performance of Internal Audit against the approved plan of work.   

5.4 On an annual basis, the CAE will prepare and present to Audit 

Committee, an annual report containing: 

 The overall opinion of the CAE; 

 A summary of the work undertaken to support the Audit opinion; 

and 

 A statement of conformance with the PSIAS. 

5.5 Should significant matters arise in relation to the work of Internal Audit; 

these will be escalated through the management hierarchy and to the 

Chair of Audit Committee as appropriate. 

5.6 Agreement of the Director of Corporate Services and Commercial 

Strategy (M.O.) and CLT is required following requests to make major 

changes to the agreed audit plan.  Major changes to plans to respond to 

non-planned work, alternative or urgent requirements are reported to 

Audit Committee.  Less urgent changes are discussed with senior 

management, the Chair and Vice Chair of Audit Committee before being 

implemented.  Internal Audit report all changes to approved audit plans 

to the next meeting of the Audit Committee. 

6. ETHICS, INDEPENDENCE AND OBJECTIVITY 

Ethics 
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6.1 Internal Audit works to the highest standards of ethics and has a 

responsibility to both uphold and promote high standards of behaviour 

and conduct.   

6.2 All internal auditors working within the UK public sector are now 

required to comply with the mandatory Code of Ethics contained within 

the new PSIAS.  This has been adopted by Internal Audit and all staff will 

be requested to sign up to the Code on an annual basis.  Auditors are 

also required to comply with the codes of ethics of their professional 

bodies. 

Independence 

6.3 Internal auditors are independent of all activities they are required to 

audit to provide assurance to the Audit Committee that the annual 

opinion they are given is independent and objective.  Whilst Internal 

Audit report operationally to the Council’s Director of Financial 

Resources (S.151 Officer), safeguards have been put in place to limit any 

impairments to independence or objectivity because ‘…the chief audit 

executive has roles that fall outside of internal auditing’ (above at 

paragraph 1.3). 

6.4 Internal auditors will not undertake assurance work in areas for which 

they had operational responsibility during the previous 12 months.   

6.5 The CAE will report annually to Audit Committee to confirm that the 

independence of Internal Audit is being maintained. 

Resourcing, Proficiency and Due Professional Care 

6.6 For Internal Audit to provide an opinion to the Council there must be a 

sufficiently resourced team of staff with the appropriate mix of skills and 

qualifications.  Resources must be effectively deployed to deliver the 

approved programmes of work. 

6.7 It is the responsibility of the CLT and the Audit Committee to approve a 

programme of audit work, sufficient to provide an adequate level of 
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assurance over their systems of risk management, internal control and 

governance.   

6.8 In line PSIAS, where the CAE considers that the level of agreed resources 

will adversely affect the provision of the annual internal audit opinion, 

the consequences will be brought to the attention of the Audit 

Committee. 

6.9 In line with the requirements of the PSIAS, the CAE is professionally 

qualified and appropriately experienced. 

The Role of Internal Audit in Fraud-related work 

6.10 The PSIAS require that the role of Internal Audit in any fraud-related 

work be defined within the audit charter. 

6.11 Internal Audit may undertake planned reviews of areas considered to be 

at risk of fraud.  Such reviews will be included within audit plans 

following discussion with management for approval by the Audit 

Committee.  In addition, where relevant, Internal Audit considers fraud 

risk during risk based audit reviews. 

6.12 Any involvement of Internal Audit in investigating suspected frauds or 

irregularities will be agreed with the Director of Corporate Services and 

Commercial Strategy (M.O.), the Director of Financial Resources (S.151 

Officer), and as appropriate, the CLT, on an individual basis. 

Advice / Consultancy work 

6.13 Internal Audit can provide advice, consultancy or investigatory work. 

Such assignments may be agreed during annual audit planning or arise 

from requests during the year. Consultancy assignments must only be 

accepted by the CAE when the following criteria are met: 

 The work request aligns with the available skills and resources 

within Internal Audit at the time; 

 The assignment will contribute to strengthening risk management, 

governance, performance and the control framework; and 
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 No conflict of interest could be perceived from Internal Audit’s 

acceptance of the assignment. 

6.14 In line with the PSIAS, approval will be sought from Audit Committee for 

any significant additional consulting services not already included in the 

audit plan prior to accepting the engagement. 

7. MANAGEMENT RESPONSIBILITIES 

7.1 For Internal Audit to be fully effective, it needs the full commitment and 

cooperation from the CLT.  In approving this charter, the Audit 

Committee is mandating management to cooperate with Internal Audit 

in the delivery of the service by: 

 Attending audit planning and scoping meetings and agreeing the 

terms of reference for individual audit assignments on a timely 

basis; 

 Sponsoring each audit assignment at Director or Service Manager 

level; 

 Providing Internal Audit with full support and cooperation, 

including complete access to all records, data, property and 

personnel relevant to the audit assignment on a timely basis; 

 Responding to Internal Audit reports and making themselves 

available for audit closeout meetings to agree draft audit reports; 

and 

 Implementing audit recommendations agreed within the 

timescales stated in the management response. 

7.2 Instances of non-cooperation with reasonable audit requests will be 

escalated through the Director of Financial Resources (S.151 Officer), the 

Director of Corporate Services and Commercial Strategy (M.O.), Chief 

Executive and ultimately to the Audit Committee if necessary. 

7.3 Whilst Internal Audit is responsible for proving independent assurance 

to the Council, it is the responsibility of management to develop and 

maintain appropriately controlled systems and operations.  Internal 

Audit does not remove the responsibility from management to review 

the systems and processes for which they are responsible and to provide 

Page 65



Appendix A 

16 
 

their own assurances to senior management and Elected Members that 

they are maintaining appropriately controlled systems. 

8. QUALITY ASSURANCE 

8.1 PSIAS require that the Internal Audit function be subject to a quality 

assurance and improvement programme that must include both internal 

and external assessments.  Internal Audit will report the outcomes of 

quality assessments to the Audit Committee through its regular reports. 

Internal assessments 

8.2 All internal audit reviews are subject to a CAE quality review to ensure 

that the work meets the standards expected for audit staff.  Such 

management review will include: 

 Ensure the work complies with the PSIAS; 

 Work is planned and undertaken in accordance with the level of 

assessed risk; and 

 Appropriate testing is undertaken to support the conclusions 

drawn. 

External assessments 

8.3 Internal Audit should be subject to an external assessment at least every 

five years, by a qualified, independent assessor from outside the 

organisation.  The CAE will discuss options for the assessment with the 

Director of Corporate Services and Commercial Strategy (M.O.) and the 

CLT before making recommendations for approval by the Audit 

Committee. 

9. REVIEW OF AUDIT CHARTER 

9.1 This charter is subject to an annual review.  The CAE submits the revised 

document to CLT and the Audit Committee for approval alongside the 

annual audit plan. 
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