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2 BACKGROUND

2.1. This report has been produced in accordance with the Code of Practice for Internal Audit in Local Government 2006 (“the Code”) published by the Chartered Institute of Public Finance and Accountancy.
2.2. The proper internal audit practices contained in “the Code” defines the scope of internal audit as covering the whole internal control environment within the Council i.e. not just financial control, but also systems of governance, risk management and internal control. The Strategic Audit Plan detailed at Appendix B provides that breadth of scope.
3 FORMULATION OF THE PLAN
3.1. When the existing rolling three year plan (April 2011 to March 2014) was compiled approximately 12 months ago the process for compiling the audit plan was reviewed to take account of the following;
· A list of potential areas for audit review was recreated using various sources of information, such as the statement of accounts, budgets, service plans and “intelligence” held within the audit team.

· The Council’s risk management processes were taken into account which confirmed a good correlation between the Corporate Risk Register and the Plan.

· An audit risk assessment methodology was used to identify the priorities to be assigned to potential audit areas resulting in the frequency with which they should be reviewed. 

· Priorities of high, medium or low were assigned to each potential audit area. Areas assigned as low priority were not included in the Plan on the basis that they represented little risk to the overall control environment.

3.2. The above processes established a firm foundation upon which to build the future audit planning process such that the proposed plan attached at Appendix B is largely a roll forward of the previous plan presented to the Monitoring and Audit Committee in June 2011, with the exception of the changes detailed at 3.3 and 3.4. 

3.3. Whilst all core financial systems work was delivered as planned during 2011/12, the internal audit function was unable to deliver a number of other planned audits during the year.  These audits have mainly been rolled forward into 2012/13. 

3.4. To mitigate the impact of this roll forward, three audits, namely community services, democratic services and environmental care services, originally planned for 2012/13 are now planned to take place in 2013/14. This action presents no significant additional risk to the Council.

3.5. The Strategic Audit Plan will be delivered by the new internal audit provider Coventry and Warwickshire Audit Services (CWAS), the plan provides a strong basis for the delivery of the internal audit service from 1 April 2012.
4 PLAN PERIOD
4.1. The Plan covers a three year period which demonstrates that all areas identified for review can be covered within such a time window. However because of the significant changes taking place within local government, the proposed coverage for 2013/14 and 2014/15 remains indicative and will no doubt require revisiting later in the year. The Committee should, therefore, largely concentrate their attention upon 2012/13.

5 PLANNED WORK - DEFINITIONS
5.1. The audit plan is split into the following areas and a summary of each of these is outlined in Section 5.2 – 5.5.
5.2. Core financial systems –systems which the external auditor considers to be of prime importance. Our planned coverage should result in the external auditor being able to place reliance upon the work of internal audit in these areas, thereby minimising the external audit fee. It should also provide the Section 151 Officer with the level of assurance required.
5.3. Corporate reviews – these areas of activity span more than one service. It should result in issues of corporate significance being raised.

5.4. Other system reviews – systems / activities, other than core financial systems, which have been identified as worthy of review by internal audit. 

5.5. Specialist audit services - the Plan makes provision for specialist computer audit and contract audit work to be introduced with effect from 2012/13, with the detailed coverage being determined in year. 
6 RESPONDING TO OTHER DEMANDS
6.1. Some internal audit resource is also required for matters which are “demand led” i.e. it is likely that work will be required in certain areas but the nature of that work is not akin to a planned project.  The Plan contains a separate section for this.

6.2. The internal audit budget has sufficient provision to allow for any one-off work should this be required. Any such additional work will be subject to the approval of the Section 151 Officer.
7 FLEXIBILITY
7.1. Any plan needs to be flexible enough to respond to the changing and developing circumstances taking place within local government. 
7.2. The plan achieves such flexibility in two ways:

· The Plan will be subject to an annual roll forward to ensure that it remains relevant to current circumstances, including changing levels of risk and developing situations.

· If more immediate flexibility is required, the engagement of CWAS with their greater resilience and skills provides the opportunity for additional internal audit resources to be deployed, subject to the approval of the Section 151 Officer.
8 REPORTING PROGRESS
8.1. Progress against delivering the planned work for 2012/13 will be reported to this committee throughout the year.

9 CONSULTATION AND CUSTOMER IMPACT

9.1. Internal consultation has been undertaken.
10 POLICY IMPLICATIONS

10.1. None


11 FINANCIAL RESOURCE IMPLICATIONS
11.1. None
12 LEGAL IMPLICATIONS
13.1. The Accounts and Audit (England) Regulations 2011 require the Council “to undertake an adequate and effective internal audit of its accounting records and of its system of internal control in accordance with the proper practices in relation to internal control”.
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1.	PURPOSE 





As part of the Council’s statutory obligation to undertake an adequate and effective internal audit of its accounting records and of its system of internal control, it is necessary to consider the level and extent of internal audit coverage for the Council’s activities. 





This report describes how this requirement has been approached and presents an internal audit plan for 2012/13 together with indicative plans for the following two years. 











13	RECOMMENDATION





	That the Committee:





Endorse the Audit Plan for 2012/13;





Note the indicative Audit Plans for 2013/14 and 2014/15









