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2 BACKGROUND

2.1 The internal audit service for Kettering Borough Council as in previous years was delivered in a joint arrangement with the Borough Council of Wellingborough under the name of ‘Consortium Audit.’
2.2 The Chief Internal Auditor (Consortium Audit) has prepared an annual report and opinion upon which this report is based.

2.3 In February 2011, the board of ‘Consortium Audit’ approved the market testing of the internal audit service. This would result in a service which would have a greater breadth of skills and be more sustainable and resilient.
2.3 
The market testing process was completed in January 2012 following the receipt of tenders in December 2011. The successful tender was submitted by   Coventry and Warwickshire Audit Services (CWAS), originally an internal audit consortium in the health service which has diversified into local government in more recent years. 
2.4 
CWAS will be responsible for delivering the internal audit service from 1 April 2012 for an initial period of 3 years.

3 AUDIT WORK DELIVERED (2011/12) COMPARED WITH THE AUDIT PLAN
3.1 The detailed programme of work undertaken compared with the approved plan is detailed at Appendix A.

3.2 Resourcing issues during the year prevented the full delivery of the audit plan. It was agreed that resources would be targeted at the core financial systems work, this area of work being the most important due to the higher level of risk. 
3.3 The revised plan was achieved and a separate report on this agenda details the Audit Plan for 2012/13 – 2014/15. Where possible. The audits that were not delivered in 2011/12 have been carried forward to 2012/13.
4 COMPLIANCE WITH THE CIPFA CODE OF PRACTICE FOR INTERNAL AUDIT IN LOCAL GOVERNMENT (“the Code”)

4.1. ‘Consortium Audit’ carried out a self assessment exercise against the Code approximately a year ago which indicated some areas of non compliance. Those areas were matters which did not materially affect the overall quality of the internal audit service but best practice would dictate that, in due time, those areas of non compliance should be addressed. 

4.2. As, at the time, the market testing exercise was in progress (which included a requirement that any future provider of the service would be required to be compliant with the Code) no action was taken during 2011/12 to address those areas of non compliance. 

4.3. CWAS declared in their tender that their internal audit procedures “exceed the standards” outlined in the Code and presented evidence of compliance with the Code. This should result in those areas of non compliance previously identified being addressed as part of the future delivery of the service.

5 THE AUDIT OPINION ON THE OVERALL ADEQUACY AND EFFECTIVENESS OF THE COUNCIL’S INTERNAL CONTROL ENVIRONMENT

5.1. To comply with reporting requirements, internal audit are recommended to give an opinion on the overall adequacy and effectiveness of the Council’s control environment.

5.2. The opinion is based upon the results of audit work carried out during 2011/12 and any high priority internal audit recommendations from work carried out prior to 2011/12 which are still to be implemented.

5.3. Appendix A indicates the overall audit opinions which have been awarded during the year. It can be seen that the only area where attention needs to be given is in relation to some specific procurement practices.
5.4. Taking into account all matters the internal audit opinion is that the overall adequacy and effectiveness of the Council’s internal control environment during 2011/12 was good in respect of the core financial systems, with the exception of creditors where improvements in control are required and payroll where the system does not have sufficient functionality to provide a level of control considered appropriate. The Council is aware of both of these issues and the risks associated with them are considered low.
6 ISSUES RELEVANT TO THE ANNUAL GOVERNANCE STATEMENT

6.1. The following matters are judged to be relevant to the Annual Governance Statement. 

	Audit
	Issue
	Update

	Partnerships
	Work remains to be done to ensure financial and governance arrangements in respect of all partnerships are sufficient.

	Further work on partnership arrangements is to be undertaken  during 2012/13

	Creditors
	Work remains to be done in the processes of incurring expenditure without the raising of official orders.


	A review of this process will be undertaken during 2012/13. 

	Payroll
	The current payroll IT System does not have sufficient functionality to provide the level of control considered appropriate.

	The Council is looking to undertake a review of alternative payroll packages during 2012/13.

	Procurement
	A planned and managed approach to procurement within the Council following the demise of the Northamptonshire Procurement Partnership. Management is required. 
	A review of corporate procurement is to be undertaken during 2012/13.


7 CONCLUSIONS
7.1  
Overall the internal audit opinion is that there is a ‘good’ level of assurance provided. Specific issues that have been identified during audit work have agreed actions that are being implemented and will be reviewed as part of programmed follow-up work.
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Appendix A

Borough of Kettering 

Audit Plan 2011/12 – Comparison of planned and actual work

	Description of audit
	Status
	Overall audit opinion

	Core financial systems – planned work

	Accountancy services
	Completed
	High

	Housing Benefit
	Completed
	High

	Receipt, handling and banking of remittances
	Completed
	High

	Payroll
	Completed
	High

	Housing rents
	Completed
	High

	Core financial systems – additional work

	Key controls for those systems not examined as part of the planned work for 2011/12
	Completed
	Substantial

	Other systems – planned work

	Procurement
	Completed
	Limited

	Work to support preparation of the Annual Governance Statement and corporate governance
	Completed
	High

	Waste services
	Carried forward to 2012/13
	N/A

	Building control
	Carried forward to 2012/13
	N/A

	Car parking
	Carried forward to 2012/13
	N/A

	Project management
	Carried forward to 2012/13
	N/A

	Economic regeneration
	Carried forward to 2013/14
	N/A

	Housing – planned and responsive maintenance
	Carried forward to 2012/13
	N/A


	Overall audit opinion -  definitions

	Substantial
	The key controls in the terms of reference are being applied consistently and effectively and are being properly managed. No critical or high recommendations made.

	High
	The key controls in the terms of reference exist, but there is some inconsistency in their application.

	Limited
	Some key controls in the terms of reference do not exist and/or are not applied consistently or effectively. 

	Minimal
	A significant number of key controls in the terms of reference do not exist and/or there are major omissions in the application of them. A significant number of risks are not being properly managed.


1.	PURPOSE 





This report has been produced to satisfy the requirements of the Accounts and Audit (England) Regulations 2011 and the reporting requirements set out in 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 that are deemed relevant to the preparation of the Annual Governance Statement.











8	RECOMMENDATION





8.1	That the Committee receives the Internal Audit Annual Report for 2011/12.









