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  Audit Committee Agenda 
Item: 
 

A.6 
  
Meeting Date:  15th April 2013 
Portfolio: Finance, Governance and Resources 
Key Decision: No 
Within Policy and 
Budget Framework 

Yes 

Public  
 

Title:     Audit Services Progress Report 2012-13 (No. 4) 
Report of: Director of Resources 
Report Number: RD05/13 

 
Purpose / Summary: 
 
This report summarises the work carried out by Audit Services since the previous report to 
Committee on 11th January 2013 and details the progress made on delivery of the 
approved Audit Plan during the fourth quarter of 2012/13. 
 
 
Recommendations: 
 
Members are requested to receive this report and note the progress made against the 
agreed 2012/13 Audit Plan. 
 
 
 
 
Tracking 
Executive: Not applicable 
Overview and Scrutiny: Not applicable 
Council: Not applicable 
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BACKGROUND  

1.1 Management is responsible for the system of internal control and should put in 
place policies and procedures to ensure that systems are functioning correctly.  

 
1.2 Internal Audit examine, appraise and report on the effectiveness of financial and 

other management controls to enable it to provide an opinion on the adequacy of 
the control environment and report any significant control issues. 

 
1.3 This report summarises the work carried out by Audit Services since the previous 

report to Committee on 11th January 2013.  It provides details on the progress made 
on delivering the 2012/13 Audit Plan.   
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AUDIT PERFORMANCE AGAINST THE 2012/13 AUDIT PLAN  

2.1 The 2012-13 Strategic and Annual Risk Based Audit Plans were presented to the 
Audit Committee on 16th April 2012 – report RD 03/12 refers.   

 
2.2 To assist Members in monitoring the progress made against the agreed Audit Plan, 

Appendix A illustrates the current position of the Plan up to 8th March 2013.  
 

2.3 The key points are: 
 
• The Plan calls for 540 direct audit days to be delivered in 2012/13 – 546 days 

have been delivered, which is 6 days over the annual target. Further (planned) 
audit days are necessary up to the end of March in order to complete the 
remaining work on the material financial systems reviews.   

 
• Investigatory work has had some impact on planned work during 2012/13. 

Some of this time has been met by redirecting planned audit days from other 
areas of the Audit Plan and also through an element of available contingency 
time.  There is, however, are some additional (unplanned) days to be charged 
for separately. The Director of Resources has been kept informed on the 
progress made regarding these investigations and is aware of these additional 
unplanned days to be charged resulting from this work.   

 
2.4 Members are asked to note the progress made against the agreed 2012/13 Audit 

Plan 
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AMENDMENTS TO THE 2012/13 AUDIT PLAN 

3.1 At this point of the year it is necessary to revisit the Plan and determine which 
audits are yet to be completed.  
 

3.2 There are 3 audits which have not yet commenced and there is insufficient time to 
start these before the year end due to other work priorities. These have been rolled 
forward to 2013-14 Audit Plan 
 

• Electoral Registration. 
• Transformation – this will now be examined as part of the wider review of 

Improvement, Efficiency and VFM Programme 
• ICT Project Management.  

 
3.3 The Director of Resources, after discussions with the Senior Management Team, 

has agreed the above changes.  Members are asked to note these amendments to 
the 2012/13 Audit Plan. 
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AUDIT OF CUSTOMER SERVICES 

4.1 As the ‘face’ of the Council, Customer Services has a pivotal role in delivering high 
level services and helping the Council meet its corporate objectives. The Customer 
Services arrangements in place at Carlisle City may be considered ‘flag ship’ 
standard, particularly in its developments around partnership working with other 
agencies and authorities.  
 

4.2 The audit of Customer Services was conducted following a very detailed briefing 
session with management.  The scope of the audit was set at a very high level and 
focused on the strategic planning and direction of the service in the following 5 key 
areas: 
 
1. Review of the Strategy and future plans in place for Customer Services. 
2. Examination of the policies and procedures in place for Customer Services.  
3. Establish whether the Customer Services makes full use of all information 

technology available to provide an efficient, ‘joined up’ service for the public. 
4. Arrangements in place for engaging with partner organisations. 
5. Confirmation that Customer Services activity is managed against a set of 

performance indicators. 
 

4.3 The final report was issued in September 2012; there were 6 grade B 
recommendations and a restricted assurance was reported at that time.   
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4.4 Progress to finalise the audit report was delayed in some parts.  It was evident at 
the draft reporting stage and the responses received from management to the 
recommendations in the action plan that matters were moving forward in this area. 
As a constantly changing and evolving service area, particularly in current times 
when the Service is, amongst other things, dealing with the adoption of new 
legislation and other in house service changes, it is essential that the audit opinion 
provided should be reflective of the current service provision.    

 
4.5 To this end, a formal follow up of the agreed actions arising from the review of 

Customer Services will be undertaken in April 2013. Any matters arising from the 
follow up will be combined with the initial audit findings and reported to the Audit 
Committee at its meeting in July 2013.  
 

4.6 The Deputy Chief Executive and the Director of Resources have commented upon 
and agreed to this approach. Members are asked to note this intended action.  
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FOLLOW-UP OF PREVIOUS AUDIT RECOMMENDATIONS 

5.1 A revised system for the follow up of audit recommendations is now in operation 
which utilises Covalent, the corporate performance management system.   
 

5.2 This revised arrangement puts the onus on managers to feedback on the action 
which they have taken within the agreed timescales to effectively implement the 
recommendations to which they are assigned responsibility.   
 

5.3 Importantly this arrangement only affects audits with substantial and reasonable 
assurance ratings.  Those audits with restricted (and limited) assurance are formally 
followed up and reported on separately by Audit Services. Also, those 
recommendations arising from the material financial system reviews are routinely 
followed up and reported on as part of the next years’ audit findings. For example 
2011-12 material audit recommendations will be followed up and reported in the 
2012-13 audit reports (see Appendix H as an example). 
 

5.4 There are no matters to be brought to members’ attention regarding the follow up of 
audit recommendations via Covalent.  Audit Services continue to work with 
managers to assist them with this new arrangement. 
  

5.5 The audits of Tendering and Contracting and the Carlisle Cycle Scheme (aka 
Connect 2 Cycle Scheme) were both restricted assurances which require formal 
follow up. In line with agreed audit practice for audits with restricted assurances, 



 
 

5 
 

these two audits will be subject to formal audit follow up procedures. These follow 
ups will be completed in quarter 1 of 2013-14, the outcomes of which will be 
reported to Members once finalised.  
 

5.6 Members are asked to note the revised arrangements for follow up of previous 
recommendations and the current status of these. 
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AUDIT REPORTING ARRANGEMENTS 

6.1 The Shared Internal Audit Service is constantly looking at ways to improve its audit 
operations and reporting methods. In doing so, the following changes are suggested 
to the Audit reporting arrangements at Carlisle City in 2013-14. 
 
• Whilst all audit reports are cleared by service managers and the relevant 

Directors, it has been agreed that from January 2013 all final audit reports with 
restricted assurance will be forwarded to the Senior Management Team to be 
noted. This additional measure will strengthen existing audit reporting 
arrangements and help to provide corporate support and management ‘buy in’ to 
more critical audit findings.   

 
• The provision to make grade D audit recommendations is present within Carlisle 

City’s audit reporting arrangements. These recommendations are ‘for 
consideration only - action at the manager’s discretion’.  Grade D 
recommendations are not subject to the standard audit follow up procedures as 
they do not directly relate to matters of internal control. In essence they are seen 
as audit suggestions rather than audit recommendations.  

 
In future such audit suggestions will be flagged in the main body of the audit 
report but no recommendation regarding the matter will be made. Future 
reference to grade D audit recommendations will be removed from the reporting 
arrangements. 

 
• The term ‘restricted’ assurance will be changed to ‘partial’ assurance. This 

change will align the terminology used at Carlisle City with others in the Shared 
Internal Audit Service and it will also bring the assurance term more in line with 
the revised definition which was agreed by the Audit Committee at its meeting on 
26th September 2012 - refer to Appendix B for the audit assurance definitions. 

   
• Members of the Audit Committee currently receive the findings from completed 

audit reports via appendices attached to the Audit Progress report. This 
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approach can be difficult to follow and result in unnecessary lengthy narrative 
and paper bulk.   

 
It is suggested that key findings from each audit review will now be presented 
within the Audit Progress report in the following format: 
 
Audit of: 
 
Assurance Rating: No. of Audit Recommendations: 

Grade A -  
Grade B -  
Grade C -  

Keys Findings: 
 
 
Audit Follow Up Action to be Taken: 
 
 

 
This improvement will enable Members to focus more easily on the salient points 
relevant to each completed audit. The Summary of Recommendations / Agreed 
Action Plan arising from each audit (where applicable) will continue to be 
attached as an Appendix for members’ consideration.   

 
7 

 
REVIEW OF COMPLETED AUDIT WORK 

7.1 Guidance on the grading of audit recommendations, the audit follow up procedure 
and audit assurance ratings is attached as Appendix B.  
 

7.2 An abbreviated Management Summary and a copy of the Summary of 
Recommendations / Action Plan are attached to this report for each completed audit 
listed below.   
 

7.3 There are 8 audit reports to be considered by Members at this time: 
 
Audit of:    Assurance
Council Tax     Substantial  Appendix C 

    

Treasury Management  Substantial  Appendix D 
Systems Administration   Reasonable   Appendix E 
Bereavement Services  Reasonable   Appendix F 
Car Parking Income    Reasonable   Appendix G 
Leisure Services Contract   Restricted   Appendix H 
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 Recycling     Restricted  Appendix I 
Bring Sites     Restricted   Appendix J 

 
7.4 Members’ attention is drawn to the three restricted assurances (appendices H-J) 

which highlight a ‘themed’ weakness in the area of client monitoring and 
performance reporting arrangements of key service contracts.  
 

7.5 An outline of the findings arising from the audit of the Leisure Services Client 
Contract Monitoring arrangements have previously been received by the Resources 
Overview and Scrutiny Panel in January 2013 and members’ concerns from a 
scrutiny perspective have been raised.   
 

7.6 This contract monitoring ‘theme’ is a corporate concern and the matters arising from 
these audit reports have been considered in full by the senior management team.  
 

7.7 The detailed action plans which have resulted from these contract monitoring 
reviews will be formally followed up by Audit Services in quarter 3 2013-14 and an 
update on the progress made will be reported to the Audit Committee once these 
follow ups are finalised. 
 

8 
Not applicable 
CONSULTATION 
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CONCLUSION AND REASONS FOR RECOMMENDATIONS 

9.1 It is recommended that Members: 
 
• Receive this report and note the progress made against the agreed 2012/13 

Audit Plan referred to in section 2 and as illustrated in Appendix A. 
• Note the changes made to the 2012/13 Audit Plan as outlined in section 3. 
• Note the arrangements in place to revisit Customer Services, as detailed in 

section 4, to deliver an up to date audit opinion on this service area. 
• Note the revised arrangements for follow up of previous recommendations 

and the current status of these as outlined in section 5. 
• Consider / approve the changes to the audit reporting arrangements as 

detailed in section 6. 
• Receive the completed audit reports referred to in section 7, which are 

attached as Appendix C to J.  
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CONTRIBUTION TO THE CARLISLE PLAN PRIORITIES 

10.1. To ensure that the systems, processes and internal controls in operation to help 
deliver the Council’s corporate priorities are effective and that there is efficient use 
of Council resources.. 

 
 
 

Audit Manager 
      Shared Internal Audit Services  

 
 
Appendices A-J 
attached to report: 
    

 
Appendix A – 2012/13 Quarter 4 Monitoring Update 
Appendix B - Understanding Grading of Audit   
                       Recommendations and Assurance Levels 
Appendix C – Audit of Council Tax 
Appendix D – Audit of Treasury Management 
Appendix E – Audit of Systems Administration 
Appendix F – Audit of Bereavement Services 
Appendix G – Audit of Car Parking Income 
Appendix H – Audit of Leisure Services Client Monitoring  
Appendix I – Audit of Recycling 
Appendix J – Audit of Bring Sites 

 
Note: in compliance with section 100d of the Local Government (Access to 
Information) Act 1985 the report has been prepared in part from the following 
papers: 
 
•  None 
 
CORPORATE IMPLICATIONS/RISKS: 
Chief Executive’s – not applicable 
Community Engagement – not applicable 
Economic Development – not applicable 
Governance – not applicable 
Local Environment – not applicable 
Resources – not applicable 

Contact Officer:       Gill Martin  Ext:  7294 
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APPENDIX A 
CARLISLE CITY COUNCIL 

AUDIT PLAN 2012/13 – Q4 Monitoring Report  
 

Directorate  Section Audit Area 
Target 
Days 

Actual 
days to 
8.3.13   Current Status 

Assurance 
Provided 

 
Comments 

Chief Executive's Office Policy & Performance Data Quality & Records Management 12 19.3 
 

Completed 
Reasonable / 

Restricted 
  Community Engagement Community, Housing & Health Supporting People   15 16.3 

 
Draft 

   Community Engagement Community, Housing & Health HB Overpayments  10 22.7 
 

Completed Reasonable 11-Jan-13 
 

Community Engagement Community, Housing & Health Leisure Time Client  10 26.4 
 

Completed Restricted 15-Apr-13 
Follow up Schedule in September 
2013 

Community Engagement Customer Services Customer Services 12 3.7 
 

Completed Restricted 15-Apr-13 Follow up Schedule in April 2013 
Community Engagement Museums and Gallery Tullie House   5 2.9 

 
Completed Reasonable 11-Jan-13 

 Economic Development Planning Development Management 15 16.2 
 

Completed Reasonable 26-Sep-12 
 

Governance Democratic Services Electoral Registration & Administration 10 0.1 
 

Deferred 13-
14 

   Governance Governance Gifts & Hospitality 5 9.4 
 

Completed Reasonable 26-Sep-12 
 Local Environment Bereavement Services Cemeteries & Crematorium  12 24.9 

 
Completed Reasonable 15-Apr-13 

 Local Environment Highways Highways - Contract & Claimed Rights 15 11.1 
 

Completed Substantial 11-Jan-13 
 Local Environment Highways Street Cleaning  0 1.9 

 
Cancelled 

   Local Environment Highways CCTV 10 15.3 
 

Completed Reasonable 26-Sep-12 
 

Local Environment Waste Services Recycling  20 29.9 
 

Completed Restricted 15-Apr-13 
Follow up Schedule in September 
2013 

 
Waste Services Bring Sites 10 10.7 

 
Completed Restricted 15-Apr-13 

Follow up Schedule in September 
2013 

Local Environment Waste Services Refuse Collection 
 

0.3 
 

Cancelled 
   Resources Corporate  Grants Protocol / Procedures 10 17.8 

 
Completed Restricted 11-Jan-13 

 Resources Corporate  Transformation   15 0.0 
 

Deferred 
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2013-14 
Resources Corporate  Early Retirement & Redundancy 10 16.1 

 
Completed Reasonable 26-Sep-12 

 Resources Corporate  Systems Administration 10 14.5 
 

Completed Reasonable 15-Apr-13 
 Resources Corporate  Market Rents 5 7.1 

 
Draft  Reasonable   

 Resources Financial Service Procurement 15 10.7 
 

Ongoing 
   

Resources  Corporate  Tendering & Contracting   10  - 
 

Ongoing 
  

Includes a follow up of 2012-13 
audit 

          
   

Material Reviews:   
     Community Engagement Revenues & Benefits Council Tax 12 13.8 
 

Completed Substantial 15-Apr-13 
 Community Engagement Revenues & Benefits Housing and Council Tax Benefits 16 9.7 

 
Draft 

   Community Engagement Revenues & Benefits National Non Domestic Rates (NNDR) 12 6.7 
 

Draft 
   Community Engagement Community, Housing & Health Improvement Grants 8 9.3 

 
Completed  Reasonable 11-Jan-13 

 Local Environment Highways Car Parking Income 10 18.9 
 

Completed  Reasonable  15-Apr-13 
 Resources Financial Services Asset Management / Fixed Assets 15 6.1 

 
Ongoing 

   Resources Financial Services Income Management 12 11.0 
 

Draft 
   Resources Financial Services Main Accounting System 14 1.5 

 
Draft 

   Resources Financial Services Treasury Management 10 2.9 
 

Completed  Substantial  15-Apr-13 
 Resources Service Support Creditors 10 7.3 

 
Draft 

   Resources Service Support Debtors 10 0.7 
 

Draft 
   Resources Service Support Payroll 12 23.3 

 
Draft   

  
    

  
     

   
ICT Reviews:   

         Service Continuity,  10 15.6 
 

Draft 
   

  
Project Management  10 0.0 

 

Deferred 
2013-14 

   
  

Service Desk, Incident & Problem Management 10 8.3 
 

Draft     
 

    
  

     
   

Other:   
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Audit Management, Committee, Planning & Reporting 45 48.4 

 
Ongoing 

   
  

Follow Ups 10 11.9 
 

Ongoing 
   

  
Counter Fraud 10 3.9 

 
Ongoing 

   
  

Contingency   48 49.2 
 

Ongoing   
  

  
Other unplanned work 20 38.8 

 
Ongoing 

   
  

Total Audit Days - Target / Actual 540 564.7 
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APPENDIX B 

 
Understanding Grading of Audit Recommendations and Assurance Levels 

(1) 
Each audit recommendation arising from an audit review is allocated a grade in line with the 
perceived level of risk. The grading system is outlined below: 

Audit Recommendations 

 
GRADE LEVEL OF RISK 

A Lack of or failure to comply with a key control leading to a fundamental weakness. 
and /or non-compliance to statutory requirements and/or unnecessary exposure of risk to the 
Authority as a whole (e.g. reputation, financial etc). 

B Lack of or failure to comply with a system control leading to a significant system weakness. 
C Lack of or failure to comply with any other control leading to system weakness. 
D For consideration only - action at manager’s discretion. 

 
Where audit recommendations are arising from an audit review, a Summary of Audit 
Recommendations is attached to the audit report in the form of an Action Plan. This Action Plan is 
required to be completed by the lead client officer and provide details of proposed action to be 
taken to address the recommendation, the timescales for implementation and name of the 
responsible officer. 
 
Internal Audit follow up all audit recommendations 6 months after the issue of the final report, with 
the exception of the material system reviews which are followed up as part of the next annual 
audit.  When it is considered that insufficient or no action taken has been taken to address audit 
recommendations and there is no good reason to support the lack of action, the matter is reported 
to the Audit Committee. 

 
(2) 
Audit assurance levels are applied to each review to assist Members and officers in an 
assessment of the overall level of control and potential impact of any identified weaknesses.   
Internal Audit’s assessment of internal control forms part of the annual assessment of the system 
of control, which is now a statutory requirement. The assurance level given to an audit area can be 
influenced by a number of factors including stability of systems, number of significant 
recommendations made and impact of not applying audit recommendations, non adherence to 
procedures etc.  

Audit Assurance Levels 

The assurance levels are:  
Level Evaluation 

Substantial Very high level of assurance can be given on the system/s of control in operation, 
based on the audit findings.   

Reasonable Whilst there is a reasonable system of control in operation, there are weaknesses that 
may put the system objectives at risk. 

Restricted  
 

Significant weakness/es have been identified in parts of the system of internal control 
which put the system objectives at risk. 

Limited / None  Fundamental weaknesses have been identified in the system of internal control 
resulting in the control environment being unacceptably weak and expose the system 
objectives to a high degree of risk. 
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A.6 
 

EXCERPT FROM THE MINUTES OF THE 
RESOURCES OVERVIEW AND SCRUTINY PANEL 

HELD ON 3 JANUARY 2013 
 
 
ROSP.09/13 REVIEW OF PARTNERSHIPS 2011/12 
 (Public and Press excluded by virtue of Paragraph 3) 
 
Councillor Mrs Luckley took part in the consideration of the following item as Chairman 
of the Community Overview and Scrutiny Panel. 
 
The Development and Support Manager submitted report RD.62/12 which provided 
information which related specifically to the Council Leisure contract undertaken by 
Carlisle Leisure Limited (CLL) and the governance arrangements related to the Tullie 
House Trust contract. 
 
The Development and Support Manager reminded the Panel that a report had been 
submitted to their meeting on 18 October 2012 which identified the outcomes, progress 
and performance of the Council’s partnership arrangements during 2011/12.  As a 
consequence of the information provided the Director of Resources had been requested 
to provide specific information on both the CLL contract and the Tullie House Museum 
arrangement. 
 
The Development and Support Manager outlined the background to partnerships and 
contractual arrangements and gave the background to both the CLL contract and the 
Tullie House Trust.  He also gave details on the monitoring arrangements, quality 
control and performance monitoring for both.  He highlighted the difficulty in providing 
financial information which related soley to the contract between the City Council and 
CLL. 
 
The Development and Support Manager informed the Panel that an internal audit had 
been carried out with regard to the CLL contract and it would be considered by the 
Council’s Audit Committee in February. 
 
The Panel considered the report in two parts: 
 

 
Carlisle Leisure Limited 

• The contract between the Council and CLL was regulated by the Financial 
Services Authority (FSA) and the rules set by an Industrial Provident Society; had the 
lack of information from CLL contravened the rules? 
 
The Director of Resources explained that the FSA carried out their own monitoring of 
CLL and it would not be part of the City Council’s monitoring. 
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• The Council had contributed approximately £7.65m to CLL over the ten year 
period of the contract but the information from CLL did not explain how that money had 
been used. 
 
• The Panel had were concerned about the monitoring of the CLL contract over the 
ten year period. 

 
• The Report showed differences in profit and loss for Carlisle and Allerdale how 
different was the contract for Carlisle and Allerdale? 
 
The Development and Support Manager responded that the City Council had asked 
Allerdale for any information they had to answer this question. 
 
• Was the CLL head office owned by the City Council? 
 
The Development and Support Manager clarified that the Head Office was not owned 
by the City Council and that CLL had a separate contract with a landlord. 
 
• The Panel felt strongly that representatives of CLL should be invited to a future 
meeting of the Panel to answer the Panels questions. 
 
The Town Clerk and Chief Executive agreed that it would be beneficial to invite 
representatives of CLL to a meeting.  He commented that the responsibility for open 
communication fell to both the City Council and CLL. 
 
Two Carlisle City Council representatives on the CLL Board were in attendance at the 
meeting and agreed that CLL representatives should be invited to the Panel. 
 

 
Tullie House 

• The Panel sought reassurance that the contract with Tullie House would be 
subjected to the same monitoring and scrutiny that the CLL contract would be in the 
future. 
 
The Town Clerk and Chief Executive assured the Panel that the Deputy Chief Executive 
had a good relationship with Tullie House and was working to ensure that the Council 
received all the required information. 
 
• A Member asked for clarification with regard to the monies that the City Council 
contributed to Tullie House. 
 
The Director of Resources confirmed that the Council contributed £1.2m and a further 
£200,000 in Human Resources, Payroll and building maintenance.  He added that Tullie 
House had approximately £500,000 in reserve which was prudent for a Museum of that 
size.  Tullie House and also achieved £730,000 from external sources. 
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• Were officers satisfied that they were receiving he necessary co-operation from 
Tullie House. 
 
The Development and Support Manager informed the Panel that information was 
coming slowly from Tullie House but it was the start of the process and it was hoped it 
would improve. 
 
• It was important that the Council monitored the contract more effectively as the 
contribution from the Council was Tullie House’s largest income. 
 
The Finance, Governance and Resources Portfolio Holder agreed that the Council gave 
substantial grants to other organisations and it was important in the current economic 
climate that those organisations justified the money that they received. 
 
• Was it possible to reduce the grants to Tullie House and CLL? 
 
The Director of Resources responded that the contract with Tullie House allowed for the 
Council to reduce the grant, the contract with CLL allowed for a reduction in grant 
through negotiation. 
 
RESOLVED – 1) That the Town Clerk and Chief Executive be asked to write Carlisle 
Leisure Limited to inform them that the Scrutiny Panel is looking closely at the 
monitoring arrangements for the contract between the City Council and themselves. 
 
2) That the concerns and comments of the Panel be passed to the Audit Committee for 
their consideration of the Audit report on the Carlisle Leisure Contract. 
 
3) That representatives of Carlisle Leisure Limited be invited to attend a future meeting 
of the Panel. 
 
4) That the Tullie House contract is monitored on a regular basis to ensure that the City 
Council is achieving value for money for the contributions made. 
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