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1. Introduction

As part of the Corporate Governance arrangements the Internal Audit Report is 
submitted to Policy, Finance & Development Committee.

The purpose of the Internal Audit Annual Report, which is attached as an appendix, is 
to report the key outcomes arising from the work of Internal Audit for 2016/17 and to 
provide an audit opinion on the adequacy and effectiveness of the Council’s 
arrangements for governance, risk management and internal control.

The Council’s Section 151 Officer is required to maintain an adequate Internal Audit 
service in order to help ensure the probity of the Council’s financial affairs.  The 
Internal Audit Annual Report summarises the work completed by the Council’s 
Internal Audit provider throughout the year which results in an assurance statement 
and an overall Internal Audit opinion.  The overall opinion may be used by the Council 
in the preparation of the Annual Governance Statement.  

The preparation and publication of the Annual Governance Statement in accordance 
with the CIPFA/SOLACE governance framework is necessary to meet the statutory 
requirements set out in the Accounts and Audit Regulations which set out a statutory 
requirement for authorities to prepare a statement of internal control in accordance 
with proper practices. The draft Annual Governance Statement for 2016/17 is included 
elsewhere on this meeting’s agenda.

2. Recommendation(s)

2.1. That the report included on the audit opinion and the adequacy and effectiveness of 
the Council’s arrangements for governance, risk management and internal control be 
noted.

2.2. That Members support the conclusion that the Council has an effective internal audit 
service.

3. Information

3.1. The Internal Audit Annual Report (Appendix) provides information on the key 
outcomes arising from the work of the Internal Audit service for the period 1 April 
2016 to 31 March 2017.

Internal Audit progress reports are presented to every meeting of the Policy, Finance 
& Development Committee so Members can be kept up-to-date with Internal Audit 
work and findings.  This annual report provides an overall summary of the work 
undertaken for the whole year in relation to the 2015/16 approved Annual Audit Plan.

In accordance with the requirements of the Accounts and Audit Regulations 2003, 



2006 and 2011, Internal Audit has a specific role within the Council’s overall internal 
control framework and governance arrangements, including the provision of Internal 
Audit’s opinion of the adequacy and effectiveness of the Council’s arrangements for 
governance, risk management and internal control.  The audit opinion forms part of 
the Council’s Annual Governance Statement.  This report also meets requirements to 
report on the review of the effectiveness of Internal Audit and to feed results into the 
Annual Governance Statement.

The Assurance Statement refers to the three overall areas of Council governance: Risk 
Management, Control and Council Governance have been rated significant assurance 
with regards to the management of risk in these areas.

The Internal Audit opinion states that significant assurance can be given that there is 
a generally sound system of internal control designed to meet the organisations 
objectives and that controls have generally been applied consistently.  However, some 
weakness in the design and/or inconsistent application controls could put the 
achievement of particular objectives at risk. These are set out in paragraphs 3.2 - 3.6 
below. Committee should note that some of these reports were still in draft at the 
time of writing, so management actions have yet to be agreed.

The Governance Statement notes that the overall opinion may be used by the Council 
in the preparation of the Annual Governance Statement.  However, Internal Audit 
have not highlighted any significant internal control issues that they considered would 
require disclosure within the Council’s Annual Governance Statement:

3.2. Budgetary Control/Medium Term Financial Strategy

The draft report has provided ‘moderate assurance’ and highlighted:
• The Council needs to urgently confirm and implement robust savings plans to 

support its strategy to achieve financial balance over the term of the current 
MTFS, and roll forward the MTFS for later years.

• Compliance with Financial Regulations when authorizing virements and 
supplementary budget requests and updating the ledger thereafter needs to be 
ensured. 

• Financial training for budget holders and other relevant officers, and Members 
needs to be established.

3.3. Creditors

The draft report on this review provided ‘moderate assurance’ and highlighted 
the need:

• To ensure that documentation is retained and readily available for reference, so 
that the Council has assurance that it is complying with procurement law, internal 
rules and good practices. 

• To ensure the basis for goods/services receipting can be supported by 
appropriate documentation and readily available for reference, to ensure payment 
is only made when properly due. 

• The requirement to ensure that all creditor masterfile changes are valid and 
accurate.

3.4. Payroll

The final report on this review provided moderate assurance and highlighted:



• The annual SLA with the payroll provider (EMSS) needs to be signed as near as 
possible to the start of the financial year after a detailed review of the terms and 
conditions. The Council needs to insist on receiving reports from EMSS for 
monitoring service delivery and on independent audit assurance of their payroll 
processes and procedures.

• Checks must be introduced to confirm the accuracy and validity of the processing 
of the payroll prior to the BACS payment run. 

• Errors and omissions noted in relation to claims processing and leavers 
processing need to be addressed.

3.5. Void Property Management

The final report provided ‘moderate assurance’ with the key issues as follows:

• Failure to record issues encountered resulting in turnaround times in excess of 
the target of 20 working days. 

• Non-compliance with Contract Procedure Rules where only one quotation is 
received and the lack of audit trail in relation to authorisation of purchase orders 
being issued (this issue is reflected in commentary above regarding the Council’s 
approach to procurement).

• The lack of budget monitoring of individual void jobs.

3.6. Housing Responsive Repairs

The draft report on this review provided ‘moderate assurance’ and highlighted:

• Market testing of contractors is currently not consistently performed and 
evidenced. 

• The Council had an inconsistent approach to recharging eligible repairs to 
tenants.

• The Council has not been undertaking post inspection works in accordance with 
its 2014 Policy although some were being done at the discretion of the Property 
Officer. The ones that were being done were not recorded.

• Contractor performance data is captured but not analysed or reported upon.

3.7. Relevant Considerations

Under the Local Government Act 1972 (Section 151) and the Accounts and Audit 
Regulations, the Council has a responsibility to maintain an adequate and effective 
Internal Audit function.

At Oadby & Wigston Borough Council this responsibility is delivered by CW Audit 
Services.  In responding to this requirement the Internal Audit service works to best 
practice as set out in the 2006 Code of Practice for Internal Audit in Local 
Government in the UK which is published by the Chartered Institute of Public Finance 
and Accountancy (CIPFA).  

There are no other relevant considerations from this report.

Background Documents:

• Attached to this Report as an Appendix is the CW Audit Services Oadby & 
Wigston Borough Council Annual Internal Audit Report 2016/17, June 2017.



• Agenda and Minutes from Meetings of the Policy, Finance & Development 
Committee 2016/17

• Accounts and Audit Regulations 2003, 2006, 2011
• Code of Practice for Internal Audit of Local Government in the UK 2006 (CIPFA).

E-mail:  martin.hone@oadby-wigston.gov.uk Tel:  (0116) 257 2621



Implications | Annual Internal Audit Report 2016/17

Finance

Martin Hone
Interim Chief Finance Officer 
/ Section 151 Officer

There are no financial implications arising from this report.

Legal

Martin Hone
Interim Chief Finance Officer 
/ Section 151 Officer

See paragraph 3.7 in the main body of the report.

Corporate Risk(s) (CR) Other Corporate Risk(s)

Martin Hone
Interim Chief Finance Officer 
/ Section 151 Officer

Relevant risks and opportunities in conjunction with this 
matter have been considered and are referred to in the 
body of the report as appropriate.

Corporate Priorities (CP) Not Applicable

Martin Hone
Interim Chief Finance Officer 
/ Section 151 Officer
Vision & Values (V) Not Applicable
Martin Hone
Interim Chief Finance Officer 
/ Section 151 Officer
Equalities & Equality 
Assessment(s) (EA)

There are no direct inclusion, diversity or community 
cohesion implications arising from this report.

Initial EA Screening 
Full EA Assessment 

Martin Hone
Interim Chief Finance Officer 
/ Section 151 Officer

Not Applicable 


