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1.0 EXPECTED OUTCOME 

1.1. This report provides a summary of the outcomes of the work of the internal 
audit provided by the Cumbria Shared Internal Audit Service for South Lakeland 
District Council for 2014/15 and includes the Audit Manager’s opinion on the 
effectiveness of the Council’s arrangements for risk management, governance 
and internal control in accordance with the requirements of the Public Sector 
Internal Audit Standards (PSIAS). 

2.0 RECOMMENDATION 

2.1 Members of the Audit Committee are asked to note:- 

 The progress achieved in 2014/15 in delivering the Audit Plan and the 
outcomes of completed audit reviews set out in Appendix 1.  

 The Audit Manager’s opinion of reasonable assurance on the 
Council’s overall systems of governance, risk management and 
internal control for the year ended 31st March 2015. 

 The Audit Manager’s declaration of Internal Audit independence as 
required by the mandatory PSIAS. 

 The Audit Manager’s declaration of conformance with the mandatory 
PSIAS. 

 The positive outturn performance of the Internal Audit Service as 
shown in section 4 and Appendix 2.  

3.0  BACKGROUND AND PROPOSALS 

3.1 All local authorities must make proper provision for internal audit in line with 
the 1972 Local Government Act. The Accounts and Audit Regulations 2011 



require that the Council undertakes an effective Internal Audit to evaluate the 
effectiveness of its risk management, internal control and governance 
processes, taking into account the Public Sector Internal Auditing Standards 
(PSIAS) into account. 

3.2 Internal Audit is responsible for providing independent assurance to the 
Council’s senior management and to the Audit Committee on the systems of 
governance, risk management and internal control. 

3.3 It is management’s responsibility to establish and maintain internal control 
systems and to ensure that resources are properly applied, risks appropriately 
managed and that outcomes are achieved. Management is responsible for the 
system of internal control and should set in place policies and procedures to 
ensure that controls are operating effectively.  

 

3. INTERNAL AUDIT OPINION 

3.1. The purpose of this report is to give my opinion as the Audit Manager for South 
Lakeland District Council on the adequacy and effectiveness of the Council’s 
systems of risk management, governance and internal control from the work 
undertaken by Internal Audit for the year ended 31st March 2015.  This annual 
opinion from the designated head/lead officer of internal audit function is a 
requirement of the PSIAS. 

3.2. This report is a key contributor to the Council’s Annual Governance Statement. 

3.3. In giving this opinion, it should be noted that assurance can never be absolute 
and it is not possible to give complete assurance that there are no major control 
weaknesses.  My opinion is based on the work undertaken by Internal Audit 
during the year, including the outcomes of any follow up work undertaken. 

3.4. I am satisfied that sufficient internal audit work has been undertaken to allow 
me to give a reasonable conclusion on the adequacy and effectiveness of risk 
management, governance and internal control.  I can also report that there has 
been no threat to the independence of internal audit that would impact on the 
provision of my annual opinion statement. 

3.5. In my opinion, South Lakeland District Council’s overall framework of 
governance, risk and internal control is reasonable and audit testing has 
confirmed that controls are generally working effectively. This opinion 
should be reflected in the Annual Governance Statement.   

 

3.6. Internal audit coverage  

3.6.1. A total of 14 risk based reviews were carried out during 2014-15 and the 
outcomes were as follows: 
 

Substantial   1       (7%) 

Reasonable 11     (79%) 

Partial   2     (14%) 

 
 
 



3.6.2. Appendix 1 shows the individual assurance opinions against each audit area. 
  

3.6.3. Overall, 86% of risk based audits completed in year have resulted in a 
reasonable or substantial assurance; this is a pleasing result given the 
introduction of risk based audit to the Authority in 2014/15. The 3 material 
audits completed in this first year of the 3 year programme of material system 
audits all achieved reasonable assurance opinions 
 

3.7. Issues Raised In Year For Specific Report 
 

3.7.1. There were two audits undertaken in year which resulted in partial assurance 
opinions: 
 
Asset Management – concerns were raised in respect of the need for approval, 
adequate recording and retention of risk assessments prior to improvement 
work taking place.  Audit testing also highlighted the need for more co-
ordination between NPS, Legal and Finance departments to ensure all 
tenants/leaseholders are invoiced for the correct amount on a timely basis.  
 
Grounds Maintenance – management’s attention was drawn to the need to 
improve upon the arrangements for identifying, authorising, recording and 
reporting contract alterations (variations to specified works) and ‘off contract’ 
contract extras (additional works) to enhance the transparency and decision 
making around the general contract management arrangements. 
 

3.7.2. Comprehensive action plans have been discussed and approved with 
management and I am satisfied that management’s responses for both of these 
audits and the intended actions is appropriate to address the concerns raised.  
Members have been appropriately briefed on the issues raised by these audits 
and the actions to be taken by management.  I conclude that whilst these 
reviews include high priority matters for address by management, they do not 
have a significant impact of the overall governance arrangements of the 
Council.  

 
3.8. Other Supporting Information 

Issue Action required in 2014/15 

Any instances where it is not 
possible to reach agreement on a 
high priority recommendation 

There were no such occurrences during 
2014/15. 
  

Any instances where no action has 
been taken on an agreed 
recommendation and no 
reasonable explanation has been 
provided – all follow ups have been 
undertaken.   

The robust reporting on the status of 
previous recommendations continued 
throughout 2014/15. The Audit 
Committee received a quarterly report 
from management detailing the current 
position and the actions taken against 
each recommendation due for follow up. 
The audit of Data Quality, which 
received a partial assurance opinion in 
2013/14, was also formally followed up 
in year.  



Any matters which are likely to have 
an adverse effect on the Annual 
Governance Statement;   
 
Any matters which Internal Audit 
has needed to feed into the 
Governance Statement Action Plan 
during the course of the year, 
including any significant issues 
arising from audit work.   

No matters to report  
 
 
 
No matters to report 

Any other matters relating to the 
adequacy of systems, controls etc, 
to which it is deemed necessary to 
draw Members’ attention. 

No matters to report 

Any instances of fraud Internal Audit supported an internal 
preliminary investigation into an 
allegation of fraud in 2014-15. The 
matter was concluded and no further 
work was necessary. 

 

4. INTERNAL AUDIT PERFORAMANCE 

Completion of the Internal Audit Plan 2014/15  

4.1. Of the 14 reviews which were scheduled for completion in the year; all 14 audits 

were delivered to a quality standard adopted by the Shared Internal Audit 

Service.  Appendix 1 provides the final position of the Audit Plan for 2014-15.  

 
4.2. There was once agreed in-year change to the Audit Plan. The audit of 

Procurement was replaced with an audit of Counter Fraud Arrangements as 

this was deemed by senior management as a higher risk which had emerged in 

year. This change to the agreed plan was reported to the Audit Committee in 

December 2014.  

 
4.3. Appendix 2 summarises the year end performance against the contract 

performance measures.   Strong performance is seen across all performance 

measures.  

 
4.4. A notable improvement was made to audit workflows to achieve a steadier pace 

of delivering and reporting planned audits throughout the course of the year. 

This was achieved by utilising resources from a wider pool of audit staff; this 

also is of benefit by utilising the skills, experienced and knowledge of more 

audit staff from a larger team. This improvement has been recognised by 

management and was noted in the Audit Committee’s Chairman’s 2014/15 

Annual Report.  

 



4.5. To improve the visibility of the audit function in 2015/16 it has also been agreed 

for the Audit Manager to attend operational manager meetings on a regular 

basis and continue to attend senior management meetings as required. 

 
5. STATEMENT OF CONFORMANCE WITH PUBLIC SECTOR INTERNAL 

AUDIT STANDARDS 

5.1. A separate paper has been reported to the Audit Committee setting out the 
outcomes of the Annual Review of the Effectiveness of Internal Audit.  The 
review took the format of an internal assessment agreed by the Section 151 
Officer, against the checklist contained within the Local Government Application 
Note (LGAN) which accompanies the Public Sector Internal Audit Standards 
(PSIAS). 

5.2. The outcome of the review confirms that internal audit work has been 
undertaken in accordance with the Public Sector Internal Audit Standards. 

 

6. SUMMARY AND CONCLUSION 

6.1. Internal audit work has been carried out in accordance with the mandatory 
standards for internal audit. 

6.2. The work of internal audit is considered to be sufficient to provide an overall 
opinion on the systems of governance, risk management and internal control. 

6.3. There have been no threats to internal audit independence that would impact 
on the provision of an annual opinion statement. 

6.4. The annual opinion has concluded reasonable assurance over the systems of 
governance, risk management and internal control. 

7. ALTERNATIVE OPTIONS 

7.1. There are no alternative options; the Accounts and Audit Regulations 2011 
require that the Council undertakes an effective Internal Audit to evaluate the 
effectiveness of its risk management, internal control and governance 
processes, taking into account the Public Sector Internal Auditing Standards 
(PSIAS) into account. 

8. LINKS TO COUNCIL PRIORITIES 

8.1. Internal Audit provides independent assurance on the Council’s arrangements 
for governance, risk management and internal control in support of delivery of 
the Council’s strategic priorities.  

9. IMPLICATIONS 

9.1. Financial and Resources 

9.1.1. There are no direct financial implications to this report. 

9.2. Human Resources 

9.2.1. There are no direct human resource implications to this report. 



9.3. Legal 

9.3.1. There are no direct legal implications to this report. 

9.4. Social, Economic and Environmental 

9.4.1. There are no direct human resource implications to this report. 

9.5. Equality and Diversity 

9.5.1. There are no direct equality and diversity implications to this report. 

9.6. Risk 

Risk Consequence Controls required 

The Council does not 

comply with legislative 

requirements as laid out 

under the Accounts and 

Audit Regulations 2011  

Adverse impact on the 

Council in respect of 

conformance with 

expected auditing 

standards and on the 

assurances delivered by 

external audit regarding 

adequate and effective 

internal control 

arrangements. 

A complete and thorough 

self-assessment 

undertaken with supporting 

details to illustrate the 

effectiveness of Internal 

Audit against the PSIAS 

and LGAN requirements. 

 

CONTACT OFFICER 

Report Authors:  Gill Martin, Audit Manager  

Cumbria Shared Internal Audit Service  

 

APPENDICES ATTACHED TO THIS REPORT  

Appendix 

No. 

 

1 Audit Plan 2014/15 - final outturn position. 

2 Performance Information - final outturn position. 

 

BACKGROUND DOCUMENTS AVAILABLE 

Name of Background document Where it is available  

Review of the Effectiveness of Internal Audit  Also considered by the Audit Committee 

on 23rd July 2015 
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                                                                           APPENDIX 1 

South Lakeland District Council 
 

Audit Plan 2014/15  
 
Report Title:                           Internal Audit Annual Report 2014-15 

     Purpose of this Appendix:   To inform members of the final delivery position of the Audit Plan 2014-15. 
 

Directorate Service area Audit Area Planned 
Days 

Status Assurance 
Opinion 

Target 
Committee 

Date 

Actual Audit 
Committee 

Risk-Based 
Audits: 

         

Corporate    Fees & Charges 20 Completed Reasonable Apr-15 Jul-15 

Corporate    Information Governance  20 Completed Reasonable Apr-15 Jul-15 

People & Places Neighbourhood Services - 
Community and Leisure 

Grounds Maintenance  - 
Contract Management 

15 Completed Partial Dec-14 Dec-14 

People & Places Neighbourhood Services - 
Community and Leisure 

Lake Windermere Services 15 Completed Reasonable Dec-14 Dec-14 

People & Places Strategic Planning - 
Development Management 

Asset Management 15 Completed Partial Sep-14 Sep-14 

People & Places Strategic Planning - 
Development Management 

Development Management 15 Completed Reasonable Dec-14 Dec-14 

Policy & 
Performance 

Policy & Performance - 
Democratic & Electoral 
Services/Resources 

Expenses & Allowances 
(Members & Officer) 

15 Completed Reasonable Sep-14 Sep-14 

Policy & 
Performance 

Resources - Financial 
Services 

Procurement - 
Management and Review 
of Key Policies, Rules & 
Procedures 

- Deferred n/a Apr-15 n/a 



Policy & 
Performance 

Resources - Financial 
Services 

Counter Fraud 
Arrangements 

15 Completed Reasonable Apr-15 Apr-15 

Main Financial Systems:       

Policy & 
Performance 

Resources - Financial 
Services 

Payroll  20 Completed Reasonable Jul-15 Apr-15 

Policy & 
Performance 

Resources - Financial 
Services 

Creditors  20 Completed Reasonable Jul-15 Apr-15 

Policy & 
Performance 

Resources - Financial 
Services 

Council Tax 20 Completed Reasonable Apr-15 Apr-15 

Governance:        

Corporate   Policy & Performance  Performance Management 15 Completed Reasonable Apr-15 Apr-15 

ICT Audit:        

Corporate   Shared ICT Service ICT Data Back Up and 
Recovery Arrangements  

15 Completed Substantial Dec-14 Jul-15 

Corporate   Shared ICT Service General IT Controls  - Completed Reasonable Dec-14 Jul-15 

Other:         

Contingency   10 -  -  

Audit Management  Audit Committees, Audit 
Planning & Reporting 

 25 -  -  

   2014/15 Audit Days 255     

 

  



     APPENDIX 2 

  
 

Report Title:                           Internal Audit Annual Report 2014-15 
     

 Purpose of this Appendix: To provide members with the performance outturn information relating to the Internal Audit contract provided 

by Cumbria Shared Internal Audit Service. 

 

Performance Measure Frequency Target Performance Outcome 

Audit Plan        

Timeliness of Preparation Annually Audit Plan should be prepared in time to 
present to the Audit Committee before the 
start of the relevant period 

The 2014/15 audit plan was prepared in Q4 2013/14. It was reported to 
SMT on 3rd April 2014 and approved by the Audit Committee on 24th 
April 2014.   

Content of audit plan Annually Audit plan prepared on risk basis, to cover 
services over rolling 5-year period. 

A risk based audit plan was prepared which conforms to PSIAS. The 
Senior Management Team was fully consulted upon when formulating 
the Audit Plan to ensure all areas were considered and key risks 
included. 

Audit Assignments:       

Draft reports to Responsible 
Officer 

Quarterly Within 20 working days of completion of 
audit fieldwork 

100% 

Final reports issued Quarterly Within 10 working days of receipt of 
management response 

100% 

Recommendations:       

Proportion of major and 
important recommendations 
acceptable to the audit clients 

Quarterly An average of 80% over a year Ongoing discussions as part of the audit review process, undertaking of 
findings meetings and audit close out meetings supports management 
buy-in of audit findings and resulting recommendations which are then 
presented in draft audit reports.  

 

 

 

 

 



Follow up of 
Recommendations: 

     

Major recommendations 
followed up within the period 
specified in Audit Reports 

Quarterly 100% 100 % completed. Management have robust arrangement in place to 
monitor and report on the implementation of previous audit 
recommendations.  Internal Audit has an oversight to this arrangement 
throughout the year; good progress was noted in the responses received 
and reported in year.                                                                         

The 2013/14 audit of Data Quality has been formally followed up by 
Internal Audit as part of the wider review of Information Governance in 
2014/15.   

Internal Audit has also strengthened its formal follow up arrangements in 
2015/16; these revised arrangements were reported to the Audit 
Committee in April 2015.   

Major and important 
recommendations followed up 
within timescale set out in 
Quality Plan 

Quarterly 95% overall during a year 

Progress against Annual 
Plan: 

      

Number of man-days delivered 
in period expressed as 
proportion of annual plan 

Quarterly 100% by 31 March with an even spread 
throughout the year 

All work was allocated and underway during 2014/15.  A small amount of 
work in progress was in hand at 31st March - this is unavoidable due to 
the nature of the work, availability of staff and reporting timescales.         

A notable improvement was made to audit workflows through a change 
in audit staff resourcing arrangements in year. This resulted in planned 
audit reviews being completed at a steady pace throughout the course of 
the year. This was achieved by utilising audit resources from the wider 
pool of audit staff in the Shared Internal Audit Service. This improvement 
has been recognised by management and was noted in the Audit 
Committee’s Chairman’s 2014/15 Annual Report.  

Number of man-days delivered 
in period analysed by staff 
grade. 

Quarterly Consistency with staff mix identified in 
contract 

There has been a consistency in Audit Manager assigned to oversee 
delivery of the contract.   

Experienced and knowledgeable principal and senior auditors are also 
utilised to deliver planned audit assignments. The contract benefits from 
accessing a larger team of experienced and knowledgeable audit staff. 

Relationships      

Senior managers’ views on 
quality of audits 

Annually Target of 90% satisfaction with audit work 
based on results of post audit questionnaire 

A Client Evaluation form accompanies all final audit reports. This form is 
not mandatory for officers to complete and there has been a 
disappointingly low response rate. However, from the few which were 
completed, good responses were noted; a 93% satisfaction level was 
achieved overall.  Managers will continue to be encouraged to complete 
and return these evaluation forms in 2015-16. 



Staffing and training       

Provision of appropriate 
continuing professional 
development (CPD) training for 
internal audit staff 

Annually All staff are appraised annually and 
appropriate training given. This should 
include the CPD requirements of any 
relevant professional body 

All staff in the Internal Audit Shared Service receives annual appraisals 
with a 6 month follow up review.  The Group Audit Manager is CPFA 
qualified. The Audit Manager is CPFA and MIIA qualified. Both adhere to 
the CPD requirements of these professional bodies.  

 

 


