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1. PURPOSE

1.1 This report has been produced to satisfy the requirements of the Accounts and Audit Regulations 2011 and the Head of Internal Audit’s annual reporting requirements set out in standard 10 of the CIPFA Code of Practice for Internal Audit in Local Government in the United Kingdom 2006 (“the Code”). The Code specifies that the following information should be reported. 
· A comparison of the actual audit work compared with that which was approved. 

· The performance of the internal audit function. 

· The level of compliance with the Code. 

· An opinion on the overall adequacy and effectiveness of the Council’s control environment. 

· Any qualifications to that opinion, together with the reasons for the qualification. 

· A summary of the audit work from which the opinion was derived. 

· Any issues the Head of Internal Audit judges particularly relevant to the preparation of the Annual Governance Statement.
1.2 In addition the Strategic Audit Plan for April 2011 to March 2014 is attached at Appendix A for the benefit of members. 

2. AUDIT REPORT 2010/11
3.1 The detailed programme of work undertaken compared with the approved plan is detailed in Appendix B attached. 


3.2 One of the responsibilities placed upon myself, as the officer responsible for the Internal Audit service, is to give an opinion on the overall adequacy and effectiveness of the Council’s control environment.


3.3 My opinion is based upon the audit work carried out during 2010/11, particularly work carried out on the Council’s core financial systems as defined by the external auditor. I also need to be mindful, however, of audit work in other areas where we have issued a limited level of assurance and any outstanding high priority recommendations.


3.4 The past audit approach for individual core financial systems was to designate the breadth of coverage as level 1, 2, or 3, where level 1 was the most detailed and level 3 concerned itself only with examining those controls identified as key by the external auditor. During 2010/11 level 3 audits were carried out for the vast majority of the core financial systems.


3.5 Given this limited scope, my overall opinion on the adequacy and effectiveness of the internal control environment in respect of core financial systems is that, with the exception of creditors, it is sufficient.


3.6 I have concerns about potential weaknesses in control in other areas where we have issued a limited assurance opinion during 2010/11 these are set out in Appendix B.



4 INTERNAL AUDIT PLAN 2011/12



4.1 After discussions with the Head of Finance the audit approach for 2011/12 has been reviewed and improved.  It was felt that a more comprehensive risk assessment was needed to be undertaken to inform the Audit Plan.  


4.2 It was also agreed that all audits undertaken should be full system reviews to ensure that there is scope to give an opinion on the overall control environment.


4.3 The Strategic Audit Plan is attached at Appendix A and the audits have been risk assessed and prioritised, which in turn determines their frequency for completion.


4.4 The Head of Internal Audit and Head of Finance are also reviewing the arrangements for reporting both high priority recommendations and performance to Strategic Management Team and this Committee.  It is expected that this will be completed for the next cycle of meetings.


5 CONCLUSIONS


5.1 Many of the areas subject to internal audit review were found to be acceptable, but some areas remain in which improvements in internal control are required.  Arrangements are in place for the review of high priority recommendations and these will be monitored during 2011/12.
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RECOMMENDATIONS





That the Monitoring and Audit Committee:-





receives the Audit Report for 2010/11;


agrees the Strategic Audit Plan – April 2011 to March 2014
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