
The Annual Internal Audit Report 2017-18

Report of the Shared Internal Audit Manager  (Portfolio: Finance)

Recommended: 

That the work performed by the internal audit team over the previous year (April 
2017 - March 2018) be endorsed.

SUMMARY: 

This report provides an overview of the internal audit work covering the financial 
year 2017-18.

1 Introduction 

1.1 Members of the Overview and Scrutiny Committee have requested an Annual 
Internal Audit Report. This paper is based on the reports provided by the 
Shared Internal Manager to the Audit Panel in this period.

1.2 In this period there have been four Audit Panel meetings:
 12th June 2017
 21st September 2017
 6th December 2017
 12th March 2018

2 Opinion on the Overall Adequacy and Effectiveness of the Council’s 
Internal Control Environment

2.1 Throughout the year an internal audit monitoring statement for the period was 
provided to Members of the Audit Panel. In addition, other reports to the  Panel, 
covered statutory reports from External Audit, the effectiveness of the Audit 
Panel (self assessment), and a paper in respect of the draft annual governance 
statement.

The overall opinion of the Internal Audit Partnership Manager (as reported to the 
June 2018 Audit Panel meeting)  is that a substantial level of assurance can 
be given that there is a generally sound system of internal control, designed to 
meet the Council’s objectives, and that controls are being applied consistently.

2.2 The assurance opinions relating to the 26 audits (where an opinion had been 
given) are summarised as follows:



Opinion Number Percentage
Full Assurance 4 15%
Substantial Assurance 19 73%
Limited Assurance 3 12%
No Assurance 0 0%

The Audits that received a limited opinion were as follows:
 Lone Working
 The Sports Academy
 Garden Waste

2.3 73% (27 of the 37 programmed audits) of the original audit plan was delivered to 
final or draft report stage against a target of 95% as at 31 March 2018. A further 
14% (5 audits) were in progress. 14% (5 of the programmed audits have been 
deferred to the 2018/19 Audit Plan as approved by the Audit Panel in March 
2018. Therefore, after revising the audit plan the team delivered 84% (27 of the 
amended target 32 audits).

2.4 The team achieved 69.42% productive time against a target of 90% for the period 
1 April 2017 to 31 March 2018. The below target productive rate reflects the 
reduced in-house resource availability predominantly within the Senior Auditor 
role with recruitment difficulties, turnover, long term sickness absence by a 
former member of the team and the retirement of a part time auditor. 

2.5 All actions arising from audit reports are agreed with the management 
responsible for the area/function. These actions are monitored by each Service’s 
Performance Board and recorded on the performance management system. A 
review of the system was undertaken to ascertain the status of audit actions as at 
31/03/18. The results are summarised in the table and narrative below:

Audit Actions: Risk: Total: Complete: In Progress: Pending: 

2016-17 High 2 1 (50%) 1 (50%) 0 (0%)

Med/Low 78 65 (83%) 9 (12%) 4 (5%)

2017-18 High 1 1 (100%) 0 (0%) 0 (0%)

Med/Low 27 10 (37%) 11 (41%) 6 (22%)

Grand Total 108 77 21 10

2.6 14 actions arising from the 2016-17 audit reviews remained in progress or had 
slipped. 5 including the high risk action have since been addressed. The 
remaining actions include:

- Member and Mayoral Allowances and Expenses audit (2 actions). These 
refer to the authorisation of the payment spreadsheet and confirmation of 
the quotes obtained for market testing of the provision of mayoral 
transport.



- Safeguarding audit (1 action). This is awaiting confirmation of the 
completion of role descriptions for posts requiring a DBS (Disclosure 
Barring Service) check.

- Disabled Facilities Grants audit (1 action), which is pending approval of the 
revised Private Housing Renewal Policy.

- IT Benefits Delivery audit (1 action). This involves the development of a 
catalogue that could be used to inform any future discussions exploring the 
involvement of other IT partners and is currently ongoing.  

- Premises Security audit (3 actions). These include a review of the 
management reporting functionality from the building security system and 
access cards which is in progress.

- Creditors System audit (1 action). Although fit for purpose, this action 
refers to a review of the authorisation records for system access 
permissions. 

2.7 17 actions arising from the 2017-18 audit reviews to date were in progress or 
had slipped. None were high risk. 5 have subsequently been completed. The 
remaining actions include:

- Asset Management audit (2 actions).  These refer to property condition 
surveys and risk assessments. Although there is a formalised regime for 
conducting condition surveys every 5 years a “rolling” programme is being 
developed and work is in progress to conduct the first phase of M&E 
condition surveys to provide up to date and comprehensive risk 
assessments.

- Bank charges audit (1 action). This relates to the reconciliation of 
transaction volumes to the fees and charges. The best way to gather and 
format this information from the various financial systems is currently under 
review.

- IT Procurement audit (1 action). This action refers to the review of the 
Council’s Multi functional Devices for photocopying. A joint procurement 
exercise is currently underway with Winchester City Council.

- Performance Management audit (3 actions). These have been addressed 
but remain open for confirmation.

- Programme and Project Management audit (1 action). This relates to 
considering the extension of the Corporate Dashboard process to Officers 
Management Team summarising progress on the Corporate Projects. 

- Sports Academy audit (1 action). This relates to the updating and 
agreement of the inventory. This has since been provided to the Council 
and is pending review and inspection prior to agreement.



- Treasury Management audit (1 action). This relates to the review of 
Practice Notes to ensure these reflect the requirements of the revised 
Treasury Management Code of Practice for Public Services 2017.

- Valley Housing audit (2 actions). These refer to the production of a written 
Recharge Methodology and confirming the secure retention of the signed 
agreements. A methodology has been agreed and is in place, a written 
policy is to be produced for the 2019/20 budget process. A revised due 
date for this action is now 31/12/18.  

2.8 All those actions that are in progress and slipped/pending will be followed up 
during the year by the Service Performance Boards and by Internal Audit to 
ensure that control weaknesses are properly addressed.

2.9 Internal Audit Progress 2018/19 to August 2018:

2.10 Since 1st April 2018, the Internal Audit function has made reasonable progress 
against the Annual Audit Plan 2018/19 which was approved by the Audit Panel 
on 12th March 2018.

2.11 Of the 9 audits reported to the Audit Panel as complete in September 2018, 3 
were given a full assurance opinion and 6 substantial assurance. There are 38 
programmed audits within the 2018/19 Audit plan of which 10 audits (26%) 
had been completed or were at draft report stage as at 17th August 2018.  A 
further 5 (13%) programmed audits were in progress.

3 Corporate Objectives and Priorities

3.1 The work of the Internal Audit Function supports the Council’s four strategic 
aims for maintaining and improving quality of life in Test Valley, by ensuring 
that the Council makes the most of its available resources and transforms the 
way it works, to provide even better value for money and effective service 
delivery.

4 Consultation/Communications 

4.1 The Internal Audit Plan for 2017/18 involved full consultation with senior 
management, the Council’s External Auditors and the Audit Panel.

5 Options

5.1 In accordance with best professional practice, currently the Public Sector 
Internal Audit Standards, each year a plan is produced and internal audit 
resources allocated to the areas of the Council’s activity which need to be 
reviewed during the year.

5.2 The Council has limited options in this matter as without this the Council is at 
risk of providing inadequate audit coverage on high-risk areas and no 
assurance on the control environment.



6 Risk Management

The annual audit plan 2017/18 was based on the Council’s risk registers and 
Internal Audit contributes towards the overall corporate governance framework 
of assurance.

7 Resource Implications

7.1 The Audit Plan for 2017/18 was based on 2.4 full time equivalent auditors 
employed by Test Valley Borough Council and 0.4 full time of an Audit 
Manager’s time provided in partnership with Gosport Borough Council 
(extended three years to March 2020).

8 Equality Issues

8.1 The report is for information purposes, so the Council’s EQIA process does 
not need to be applied.

9 Conclusion

9.1 The review of the effectiveness of Internal Audit has shown that there is 
substantial compliance with the Standards detailed in the Public Sector 
Internal Audit Standards 2013.

9.2 This report outlines the work undertaken by Internal Audit from 1 April 2017 to 
31 March 2018 and the overall performance in delivery of the 2017-18 Audit 
Plan. It also provides a summary of the work undertaken to August 2018 on 
the delivery of the 2018/19 Audit Plan. 
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