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1.
Issue
1.1 To provide Members of the Audit Committee with a tracking report for their consideration and action.

2.
Need for a Decision
2.1 As Members of the Audit Committee are charged with the responsibility for governance, it is important that they are kept fully informed of the number and type of internal audits issued to managers throughout the year. Each audit details the strength of the individual control environment in place for each audit area along with the progress being made by managers in responding to the report recommendations. Members can decide whether they require any further detail from the audits detailed within the tracking report at Appendix 1.
2.2 Keeping Members informed enables them to make decisions with regard to the soundness of the systems of internal control in place within the Council contributing towards ensuring that governance arrangements are robust. 

2.3 The tracking report also enables Members of the Audit Committee to contribute towards meeting the requirements of the Accounts and Audit Regulations 2015 and the Public Sector Internal Audit Standards (PSIAS) to carry out an annual review of the effectiveness of internal audit in place in the Council, and ultimately preparation of the Annual Governance Statement. 
2.4 By receiving a tracking report at each meeting Members are evidencing a sound level of effectiveness and challenge and are contributing in no small part towards a continuous review of the effectiveness of internal audit. 
3.
Recommendations

Members of the Audit Committee are asked to: -
3.1 Approve the report.    
4. 
Background Information
4.1  At the meeting of the August 2007 Audit Committee, the Head of Internal Audit prepared and presented to Members the first tracking report setting out details of all internal audits issued to clients during 2007-08 to that date. Members agreed at the meeting, that tracking reports should be presented to every future meeting of the Audit Committee.

4.2  As a result, the tracking report attached at Appendix 1 lists the 67 internal audits carried out and issued to managers during 2015-16 to date, setting out the internal audit opinion on the strength of the control environment in place at the time of the audit, along with client progress in responding to the report recommendations.  

4.3 Members are reminded that at the conclusion of every piece of Internal Audit work, a written report is issued to the manager setting out the findings, recommendations and the Internal Audit opinion on the strength of the control environment in place. Clients are expected to respond to both positively and in accordance with the time frame set by members of the Audit Committee, in order to improve upon any control weaknesses identified by Internal Audit.  

5. 
Reporting Procedures. 

5.1 
Internal Audit have written protocols in place within their Internal Audit Charter, with regard to reporting procedures, which includes the timeliness of when a response is expected from client officers. 

5.2 Internal Audit’s current reporting procedures are briefly as follows: -

i). A written report is issued to client officers within one month of the auditor leaving the audit site. 

ii). Client Officers are expected to respond to the written Internal Audit report recommendations within three weeks of the date that the audit report is issued.(Decided by Members at the January 2009 Audit Committee meeting). 

iii). If a response has not been received by Internal Audit from client officers inside three weeks, a first and final reminder letter is sent to client officers. This reminder requests that client officers respond within three weeks of the date of the reminder. (Client Officers have now had 6 weeks in which to respond). If still no response is received, the Head of Service will be requested to attend the next meeting to explain to Members why a response was not received in a timely matter.(Decided by Members at the September 2010 Audit Committee meeting).
5.3 Members are also reminded that Internal Audit has a formal follow-up procedure in place as follows;

5.3.1 Where the internal audit results in a weak audit opinion, a physical follow audit is carried out by audit staff who will re-visit the audit area 3 months after the client response was received to the original audit.
5.3.2 Where the audit was given either an adequate or sound opinion a “paper” follow up is carried out 3 months after the client response was received.

5.4 The purpose of follow up audits is to ensure that, clients have actually implemented the actions they said they would in order to improve the control environment. 

5.5
In accordance with a further Member decision taken at the January 2008 Audit Committee meeting, an email is sent to all Directors and Portfolio holders detailing the current status of their directorate responses to all Internal Audits issued to them during the financial year. The latest emails were sent on the 15th October 2015.   
5.6 In terms of client response times to the 2015-16 issued internal audit reports, Members will be pleased to note that to date on the whole client responses have been received to all issued reports in compliance with Internal Audit’s reporting procedures as detailed in paragraph 5.2 above. The table below shows the trend in response rates since they were first reported which show a significant improvement.

	
	2007/08
	2008/09
	2009/10
	2010/11
	2011/12
	2012/13
	2013/14
	2014/15
	2015/16 to date

	Responses received within 3 weeks of issue
	54.8%
	51.3%
	62.2%
	71%
	68.4%
	74.6%
	70%
	69%
	54%

	Responses received after issue of 1st reminder
	24.2%
	41.1%
	23%
	26.1%
	31.6%
	25.4%
	30%
	31%
	46%

	Responses received after issue of 2nd reminder

	21%
	7.6%
	14.8%
	2.9%
	-
	-
	-
	-
	-


Note: 2nd reminders stopped being sent following a decision by the Audit Committee at the meeting on the 2nd September 2010. Response rates are taken from the figures reported in the March meetings of each financial year.

5.7
The 2015-16 tracking report to date, as detailed on Appendix 1, shows that of the 54 audit reports where responses have been received: -


Responses received within 3 weeks of issue

  29 
54% 

Responses received after issue of 1st reminder 

  25
46%   100% 

(2nd reminders are no longer sent out)
This shows a significant deterioration from the previous report of 64% within 3 weeks as reported to the September 2015 Audit Committee.  

6. Options 
6.1 Members have the option of deciding whether any of the reports outlined within the tracking report require further action or not. 
7. Financial Implications  

7.1
There are no direct financial implications arising from this report. 

8. Equalities Implications

8.1 
None arising directly from this report.

9.
Conclusions

9.1 
Providing a tracking report in the suggested format keeps Members informed of the current situation with regard to the timeliness of client responses to all issued internal audit reports.  The significant improvement in client response rates since the tracking reports were introduced has contributed towards an improved control environment and system of internal control. This is an excellent example of Members of the Audit Committee contributing towards the continuous process of review with regard to ensuring that there is a sound system of internal control and internal audit within the Council as required by the Accounts and Audit Regulations and PSIAS. 
9.2  
Being able to evidence a strong system of internal control within the Council, along with an effective internal audit service contribute towards the Council achieving its corporate priorities. 
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FOR FURTHER INFORMATION ON THIS REPORT CONTACT:  

	Lisa Hinchliffe – Head of Internal Audit
	Telephone: - Halifax 393562
e-mail: - lisa.hinchliffe@calderdale.gov.uk


DOCUMENTS USED IN THE PREPARATION OF THIS REPORT:

1.
Audit Committee Minutes 

2.
Internal Audit Reports.

3. 
Internal Audit Correspondence Files.

DOCUMENTS ARE AVAILABLE FOR  INSPECTION AT: 

Westgate House, Halifax, HX1 1PS.


PAGE  
1

