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INTERNAL AUDIT SERVICES – ANNUAL AUDIT PLAN 2015/16
Report of the Head of Finance 
1.
Issue
1.1 At the commencement of each financial year Internal Audit prepare their Annual Internal Audit Plan, which sets out the work they plan to carry out during the year.

1.2 The terms of reference for the Audit Committee require me, as the Councils’ Section 151 Officer, to present the 2015/16 Internal Annual Audit Plan to Members for their consideration and approval. 

2.
Need for a Decision
2.1 As Members of the Audit Committee are charged with the responsibility for governance, and in accordance with the terms of reference of the Audit Committee, Members are required to receive, consider and approve the Internal Audit Plan for 2015/16. 

3. Recommendation 
3.1 That Members approve the 2015/16 Internal Audit Plan. 

4.
Internal Audit Plan 2015/16
4.1 Planning the work of Internal Audit for the financial year 2015/16 is an important issue in order to ensure that the balance of audits is correct.  In order to do that, leaders of political groups, Directors and Heads of Service are given the opportunity to contribute towards the planning process.   

4.2  The planning process has also included consultation with other Heads of Internal Audit from across West and South Yorkshire. This has ensured that any emerging risks and issues which other audit sections are aware of have been considered and included in the Audit Plan as appropriate. In addition as part of the collaboration work with Kirklees Internal Audit section, individual audits have been identified on the Audit Plan whereby some joint working will be carried out as appropriate. 
4.3 The Internal Audit Plan is prepared, taking into account risk as detailed within the internal audit risk index, in order that I, as the Council’s Section 151 Officer can be assured of the effectiveness and adequacy of the Council’s accounting records and system of internal control in accordance with proper practices, which is a requirement of the Accounts and Audit Regulations (England) 2015.
4.4
The Council’s corporate and directorate arrangements in place for the management of risk are also considered and  taken into account as part of the preparation  for the 2015/16 Internal Audit Plan, along with consideration of other forms of assurance. 
4.5
Taking into account risk, the plan ensures that Internal Audit resources are allocated to those areas where risk is deemed greatest and consequently where audits provide added value to clients. It is of course essential that all directorates have in place sound systems of internal controls resulting in a sound control environment throughout the Council as a whole.   

4.6 It is for that reason that audit resources have been allocated to ensure that the Calderdale Code of Corporate Governance is kept up to date and that work on the Calderdale Quality Assurance Framework continues to be a priority. The Calderdale Quality Assurance Framework collects evidence to review the effectiveness of governance arrangements and the system of internal controls in place throughout the Council on a continuous basis.  

4.7 As part of their audit of the Council’s accounts, External Audit place reliance on the work carried out by Internal Audit, not only on the core financial system based audits, but also on the effectiveness of the overall control environment in place within the Council as a whole. It is for that reason that audit resources are considered a priority to be allocated to those areas of work.   

4.8 The plan has been prepared at both operational (one year work plan for 2015/16) and strategic (a further four year work plan for 2016/17 to 2019/20) levels. The plan has been prepared in compliance with the Public Sector Internal Audit Standards (PSIAS) which was introduced from the 1st April 2013. Although there is no longer a requirement within the PSIAS to prepare a strategic audit plan, this has been continued in order to publish and set out the control objectives for each audit to be undertaken. 
4.9  Members will note that there is a reduction in the total number of audit hours available for 2015/16 compared to 2014/15. This is due to one member of staff commencing their flexible retirement from November 2014. As has been reported previously when vacancies have arisen, they have not been replaced and the work is being met by the existing Internal Audit establishment. As such this has resulted in a reduction in the number of full time posts available to perform the 2015/16 and further reductions will be made in future years when the member of staff fully retires in April 2016. Planning on this basis is evidence to Members that risk management is vitally important to ensure that the “priority” audits are carried out. 

4.10 That said, the Head of Internal Audit must have in place an internal audit section that is fit for purpose and appropriately resourced. In order to ensure that is still the case for 2015/16 despite the loss of a further post, a continuous review of the way in which the service is provided has been carried out. The review has continued to utilise new and leaner ways of working, such as increased use of IT technology, IT interrogations and economies of scale without compromising added value to clients. The review has also ensured that the effectiveness of the internal audit service is not compromised and that Member requirements and statutory responsibilities are achieved.  That being the case, the main variation to the 2015/16 Audit Plan compared to the 2014/16 Audit Plan, as set out within the table below, is as follows.

(i) A decrease in the number of hours allocated to probity audits due to the audit plan cycle requiring less hours than in the previous year. In addition some probity audits have continued to be merged with others to benefit from economies of scale.
(ii) An increase in the number of hours allocated to unplanned/ investigations/fraud. This is due to the additional work programmed for the forthcoming year in order to target fraud risks identified from the newly developed Fraud Risk Register as previously reported to Members. 
(iii) An increase in the number of hours allocated to Contract/Procurement Audit due to changes in legislation which will result in changes to how contract evaluations are carried out.
(iv) A decrease in the number of hours allocated to Computer Audit due to the audit plan cycle requiring less hours than in the previous year.
(v) A reduction in the hours allocated to routine audit due to leaner ways of working with the further increased use of IT technology.
(vi)
A reduction in the number of hours allocated to governance audits due to a review of the Internal Audit Risk Assessment for governance audits. The level of audits to be carried out will still meet the requirements of the Accounts and Audit Regulations, by providing comprehensive evidence for the Annual Governance Statement. 




A summary of the allocations is as follows: -

	2014/15 Planned Hours
	Type of Audit
	2015/16 Planned Hours

	
	
	

	6,844
	Probity Audits
	6,334

	2,725
	Unplanned/Investigation/Counter Fraud
	2,878

	1,850
	System Based Audits
	1,790

	1,015
	Contract/Procurement Audit
	1,465

	1,680
	Computer Audit
	1,530

	1,604
	Routine Audit
	1,453

	2,295
	Governance Reviews 
	1,860

	18,013
	Productive Hours
	17,310

	4,855
	Non Productive Hours
	4,748

	22,868
	
	22,058


4.11
The audit plan is prepared taking into account risk, enabling Internal Audit resources to be appropriately allocated. The plan also ensures that coverage within each directorate within the council is sufficient for Internal Audit to provide an opinion on the internal controls in place, and as a consequence on the control environment throughout the Council as a whole. A full copy of the Audit Plan is available for Members of the Audit Committee. 

5.
Options
5.1 Members of the Audit Committee could request that Internal Audit do not prepare an annual Internal Audit plan, but this would not meet the requirements of the Accounts and Audit Regulations. The authority could also be criticised by External Audit for not planning the work of the section. This option is therefore not recommended. 

5.2 Members of the Audit Committee have a responsibility under their terms of reference as set out within the constitution to receive, consider and approve the Internal Audit Annual Plan. 

6.
Equalities Issues
6.1
Internal Audit operates under all policies of the Council including equal opportunities.  There are no direct equalities issues arising from this report.

7.
Financial Implications 

7.1 There are no direct financial implications arising from this report. The costs of the Internal Audit service are contained within the base budget of Finance Services.   

7.2 The Internal Audit activity adds value to the organisation (and its stakeholders) by providing objective and relevant assurance and contributes to the effectiveness and efficiency of governance, risk management and strong control procedures in place. By doing so this reduces the possibility of fraud and error from occurring.

7.3 The work of internal audit contributes towards the Council achieving its corporate priorities.

8.
Sustainable Implications

8.1 None
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