
Internal Audit – Corporate Governance

Appendix A-3

1. Background

1.1. This report summarises the findings from the audit of Corporate Governance. This was a planned audit assignment which was undertaken in 
accordance with the 2018/19 Audit Plan.

1.2. Corporate Governance is one of the key systems covered in the Audit Plan on a cyclical, triennial basis.  Governance processes are interwoven 
into the culture and activities of the Council and help identify and manage possible future corporate governance failures.  Governance does not 
exist as a set of distinct and separate processes and structures.  Rather, there are relationships among governance, risk management, and 
internal controls.  Effective governance activities consider risk when setting strategy.

1.3. The last Corporate Governance report was issued in March 2016, providing a reasonable assurance.

2. Audit Approach

2.1. Audit Objectives and Methodology

2.1.1. Compliance with the mandatory Public Sector Internal Audit Standards requires that internal audit activity evaluates the exposures to risks 
relating to the organisation’s governance, operations and information systems.  A risk based audit approach has been applied which aligns to the 
five key audit control objectives which are outlined in section 4; detailed findings and recommendations are reported within section 5 of this 
report.

2.2. Audit Scope and Limitations

2.2.1. The Audit Scope was agreed with management prior to the commencement of this audit review.  The Client Sponsor for this review was the Head 
of Governance and Commercial (Monitoring Officer) and the agreed scope of the audit was to provide assurance over management’s 
arrangements for governance, risk management and internal control in the following areas:
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 Review the arrangements in place to ensure compliance with the requirements of the Copeland Local Code of Corporate Governance;

 Compliance with Financial Regulations;

 The arrangements for the co-ordination and completion of the Annual Governance Statement (AGS);

 Review the arrangements in place to monitor the implementation of the AGS Action Plan.

There were no instances whereby the audit work undertaken was impaired by the availability of information.

Assurance Opinion

3. Each audit review is given an assurance opinion and these are intended to assist Members and Officers in their assessment of the overall level of 
control and potential impact of any identified system weaknesses.  There are 4 levels of assurance opinion which may be applied. The definition 
for each level is explained in Appendix A.

3.1. From the areas examined and tested as part of this audit review, we consider the current controls operating within Corporate Governance 
provide Reasonable assurance.   

Note: as audit work is restricted by the areas identified in the Audit Scope and is primarily sample based, full coverage of the system and complete 
assurance cannot be given to an audit area.

4. Summary of Recommendations, Audit Findings and Report Distribution

4.1. There are three levels of audit recommendation; the definition for each level is explained in Appendix B. 

4.2. There are four audit recommendations are arising from this audit review and these can be summarised as follows:
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4.3. Strengths: The following areas of good practice were identified during the course of the audit:
 Managers are required to complete an Annual Governance System (AGS) survey that is based on the Chartered Institute of Public Finance and 

Accountancy (CIPFA) principles;

 Timetables are set for receipt of information required to enable timely completion of the AGS;

 Procedures ensure appropriate challenge and quality assurance of the AGS;

 The AGS was submitted to External Audit alongside the Statement of Accounts;
 There is evidence that Corporate Leadership Team and the Leadership Management Group review progress against the Action Plans;
 Management statements confirmed governance controls had operated during the year; and
 IT systems are backed-up to ensure availability of data.

No. of recommendations

Control Objective High Medium Advisory

1. Management - achievement of the organisation’s strategic objectives achieved (see section 5.1.) - 1 -

2. Regulatory - compliance with laws, regulations, policies, procedures and contracts (see section 5.2.) -
1

-

3. Information - reliability and integrity of financial and operational information (see section 5.3) - 1 -

4. Security - safeguarding of assets (see section 5.4) - 1 -

5. Value - effectiveness and efficiency of operations and programmes (see section 5.5) - - -

6. Other considerations from previous audits (see section 5.6)
- Implementation of previous recommendations/impact of outstanding recommendations.
- Other matter(s) for report delete if not required

- - -

Total Number of Recommendations 0 4 0
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4.4. Areas for development: Improvements in the following areas are necessary in order to strengthen existing control arrangements:

4.4.1. High priority issues:
 No issues identified.

4.4.2. Medium priority issues:

 The Council has a Local Code of Corporate Governance as required by the CIPFA and the Society of Local Authority Chief Executives (SOLACE).  
This has not been subject to an annual review as noted in the Code;

 The Council needs to identify an individual or team with responsibility for updating and communicating the Local Code;

 That appropriate action is taken to clear all Annual Governance Statement (AGS), Internal and External Audit recommendations;

 Objectives and performance indicators input to Pentana are updated to support the information provided for the AGS.

4.4.3. Advisory issues:
 No issues identified.

Comment from the Chief Executive
Audit welcomed in support of measures taken post cyberattack to strengthen the “Corporate Core”, recommendations welcomed.
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Matters Arising / Agreed Action Plan

4.5. Management - achievement of the organisation’s strategic objectives.
● Medium priority

Audit finding Management response

(a) The Code of corporate governance not aligned to best practice agreed with CIPFA.
In 2016 the Chartered Institute of Public Finance and Accountancy (CIPFA) and the Society of Local 
Authority Chief Executives (SOLACE) produced guidance on ‘Delivering Good Governance in Local 
Government.  Within this it identifies that each Council is responsible for producing and updating a 
Local Code of Corporate Governance (Local Code).  In response the Council produced a Local Code, 
which was formally agreed in November 2017.

There have been no changes to CIPFA requirements since the Local Code was produced.  Managers 
completed a questionnaire based on the principles identified in the original document for the 
2017/18 Annual Governance Statement (AGS).

The Local Code states it should be subject to an annual review as part of the process to produce 
the AGS.  Testing confirmed the document includes out of date information that needs amending 
and is not available on the Intranet.

Recommendation 1:
The Local Code of Corporate Governance is revised to take account of changes to roles, 
responsibilities and to ensure it is in-line with CIPFA reporting requirements.

Agreed management action: 
With the change in personnel, periods of maternity 
leave and long term sick within Governance teams 
and revisions to Corporate team structures, as a 
new policy the annual revision has been 
overlooked.
Having cognisance of the policy, the required 
review can be swiftly done and approved.

Risk exposure if not addressed:

 Inappropriate governance assurances as Local code of corporate governance is out of date;

Responsible manager for implementing: 
Head of Governance



Internal Audit – Corporate Governance

Copeland Borough Council Internal Audit Report Page 6
6

 Changes to CIPFA reporting requirements are missed;

 Inappropriate AGS response reported.

Date to be implemented:
Sept /2019
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4.6. Regulatory - compliance with laws, regulations, policies, procedures and contracts.
● Medium priority

Audit finding Management response

(a) Communication policy agreed to ensure action taken related to any changes.

The Local Code confirms the fundamental principles of governance and that compliance should be 
publicly reported. To enable this the Council demonstrates that its governance structures comply 
with the core and sub-principles contained in the CIPFA Framework.

To ensure the Local Code remains relevant the Council should identify a manager to update local 
code in line with changes made by CIPFA.  Interviews confirmed there is no individual within the 
Council with this responsibility.  There is no evidence that the policy has been communicated as it 
is not available on the Intranet.  However, following presentation to the Audit and Governance 
Committee in November 2017 it is available on the Internet.

Recommendation 2:
Roles and responsibilities with regard to the Local Code, ensuring compliance with the CIPFA 
Framework and completion of the AGS are clearly defined and communicated.

Agreed management action: 
Responsibilities and roles will be revisited to 
ensure this action is assigned appropriately and 
there is clear ownership and understanding of 
required outcomes.

Risk exposure if not addressed:

 The AGS is not in line with current CIPFA requirements as changes are not communicated or 
made to the Local Code;

 Roles and responsibilities for managing individual governance risks are not clearly allocated;

 Local Code is out of date.

Responsible manager for implementing: 
Head of Gov/Performance and Risk Manager
Date to be implemented:
Sept/2019
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4.7. Security - safeguarding of assets. 
● Medium priority

Audit finding Management response

(a) Management review of internal and external audit recommendations.
Internal and External Audit reports include recommendations related to potential risk and control 
weaknesses.  There has been a history of slow response to the recommendations.  Testing 
confirmed that this is being managed by Corporate Leadership Team and the Leadership 
Management Group that update and follow up outstanding actions.

The AGS includes an Action Plan that incorporates recommendations and activities required to 
confirm implementation.  Our comparison between this and the previous year action plan 
identified four outstanding recommendations that are subject to scrutiny.

Internal Audit can confirm that reports related to recommendations are issued quarterly to the 
Audit Committee and monthly to CLT.

As at 3rd June 2019 there were 45 overdue high and Medium Priority recommendations.  Internal 
Audit reported that all of the recommendations have been subject to review in 2019, but for 
March and April 2019 only one overdue recommendation has been cleared.

Testing confirmed that 10 of the recommendations only became overdue in 2019.  However, the 
remaining outstanding recommendations went back as far as October 2016.

Recommendation 3:
That all Audit and AGS recommendations are followed up promptly, corrective action is taken and 
that the recommendation database is amended as appropriate.

Agreed management action: 
Audit recommendations are reviewed regularly by 
LMG and CLT and best endeavours are made 
monthly to report progress and report an outcome 
as being closed.  
Due to an exceptional set of circumstances 
following the cyber attack, many of the LMG have 
had additional pressures and responsibilities which 
all involve time and resource implications.  
In addition, some of the recs are unable to be 
progressed due to still being in recovery stage and 
IT not being the enabler that we would wish it to 
be.

There is agreement with the audit rec, and there is 
a CLT desire that momentum continues on all of 
the outstanding audit recs to move them to closed 
status as soon as is practicably possible.

It is intended to review in particular some of the 
older recs with service managers to consider their 
continued relevance to the organisation.
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Risk exposure if not addressed:

 That risk exposure identified becomes an issue;

 Reputational damage if risk materialises;

 Improved governance arrangements not identified and exploited;

 Audit Committee is unaware of outstanding actions relating to the AGS Action Plan.

Responsible manager for implementing: 
Head of Gov
Date to be implemented:
Nov /2019
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4.8. Value - effectiveness and efficiency of operations and programmes. 
● Medium priority

Audit finding Management response

(a) Inefficient and unreliable information used for the annual governance statement.
Managers are required to produce an Annual Service Plan, which include service objectives that 
link to Key Performance Indicators (KPI).  The plans are retained on Pentana, which issues regular 
reminders when follow up action is requited.

Service Plans are regular agenda items for discussion at both Corporate and Leadership 
Management Team meetings, where managers are reminded that they are responsible for keeping 
information up to date. 

Our review of the information on Pentana identified that managers were not regularly updating 
service objectives that feed in to KPI.  Of the 18 Service Plans recorded on the system, 16 were 
recorded as requiring action and were noted as being overdue.  However, there was evidence on 
seven (of the remaining 16) Service Plans that the relevant manager had reviewed progress in the 
previous quarter.

The information provided by managers is not fully supported by the information available on the 
Performance Management system.

Recommendation 4:
Checks are carried out to ensure all objectives and performance indicators are updated to support 
the information provided for the Annual Governance Statement.

Agreed management action: 
As the audit findings are a snapshot in time, there 
can be distortions in the presented findings due to 
when updates are made.

CLT and Head of Gov, assisted by Performance and 
Risk manager will ensure that service managers are 
reminded on a monthly basis that a review also 
requires an update comment is made to reflect 
this, mindful that a review can also mean no 
change – this also has to be notated.

Risk exposure if not addressed:

 CBC reports achievement of objectives without fully supportive information.

Responsible manager for implementing: 
Performance and Risk Manager
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Date to be implemented:
Aug /2019
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Audit Assurance Opinions

There are four levels of assurance used; these are defined as follows:

Definition: Rating Reason

Substantial There is a sound system of internal control designed to achieve the 
system objectives and this minimises risk.

The controls tested are being consistently applied and no weaknesses 
were identified.

Recommendations, if any, are of an advisory nature in context of the 
systems and operating controls & management of risks.

Reasonable There is a reasonable system of internal control in place which should 
ensure that system objectives are generally achieved, but some issues 
have been raised which may result in a degree of risk exposure 
beyond that which is considered acceptable.

Generally good systems of internal control are found to be in place but 
there are some areas where controls are not effectively applied and/or 
not sufficiently developed. 

Recommendations are no greater than medium priority.

Partial The system of internal control designed to achieve the system 
objectives is not sufficient. Some areas are satisfactory but there are 
an unacceptable number of weaknesses which have been identified 
and the level of non-compliance and / or weaknesses in the system of 
internal control puts the system objectives at risk.

There is an unsatisfactory level of internal control in place as controls 
are not being operated effectively and consistently; this is likely to be 
evidenced by a significant level of error being identified. 

Recommendations may include high and medium priority matters for 
address.

Limited / None Fundamental weaknesses have been identified in the system of 
internal control resulting in the control environment being 
unacceptably weak and this exposes the system objectives to an 
unacceptable level of risk.

Significant non-compliance with basic controls which leaves the system 
open to error and/or abuse.

Control is generally weak/does not exist. Recommendations will include 
high priority matters for address. Some medium priority matters may 
also be present.
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Grading of Audit Recommendations

Audit recommendations are graded in terms of their priority and risk exposure if the issue identified was to remain unaddressed. There are three levels of audit 
recommendations used; high, medium and advisory, the definitions of which are explained below.

Definition:

High ● Significant risk exposure identified arising from a fundamental weakness in the system of internal control

Medium ● Some risk exposure identified from a weakness in the system of internal control 

Advisory ● Minor risk exposure / suggested improvement to enhance the system of control

Recommendation Follow Up Arrangements:

 High priority recommendations will be formally followed up by Internal Audit and reported within the defined follow up timescales. This follow up 
work may include additional audit verification and testing to ensure the agreed actions have been effectively implemented.

 Medium priority recommendations will be followed with the responsible officer within the defined timescales.

 Advisory issues are for management consideration.


