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Background

The Head of Internal Audit & Risk Management was requested to present this paper to the Audit Committee on the composition of future internal audit reports to the Committee. The specific action stated that ECC will “Agree a new protocol for audit reports publication to ensure corporate understanding and ownership of findings and recommendations (CLT, Cabinet, and Audit Committee)”. 

Current arrangements

Directors receive the full Internal Audit reports for their respective services and cross cutting reviews as applicable. On a monthly basis and through the Financial Reporting packs, CLT receives progress on the critical recommendations from internal audit reviews and an update on the strategic risks.

Cabinet does not currently receive any internal audit report nor a formal progress on audit matters. Key audit issues are discussed with the Cabinet Member for Finance and Transformation and Directors provide briefings of relevant audit matters to their Cabinet Member.

The Audit Committee does not currently receive individual Internal Audit reports. The Executive Summary page of some reviews was recently provided to the Audit Committee to enable it to better understand the matter under discussion. The Committee does receive progress reports on the work of Internal Audit & Risk Management. This report is prepared on an exception basis focusing on key issues. It also includes a tracker on all critical recommendations.

The Committee also receives the assurance position on all reviews which is incorporated in the Head of Internal Audit’s half yearly and annual reports.

The conclusion from the current arrangements is that the Cabinet and the Audit Committee do not receive individual Internal Audit reports on a consistent basis. 

Internal Audit reporting format 
A full copy of an Internal Audit report is attached. The first page is the Executive Summary and contains the following key information:

· The overall opinion, risk ranking of findings and classification of recommendations 

· The scope of the review and any limitations

· A summary of key findings and actions

· A wheel that instantly provides a powerful visual representations of the findings

The rest of the report provides the following supporting details:

· Details of risks/controls reviewed

· Basis of our opinion and assurance statement

· An action plan containing our recommendations and management responses which are fully completed and agreed before reports are finalised

· A control assessment schedule linked to the risks/controls reviewed

· Other appendices as necessary

Options for future reporting
Internet research and discussions with Heads of Internal Audit of the Essex Audit Group (EAG) indicates that Councils adopt one or a combination of the three options discussed below. However, there was no dominating or prevailing option. Also the main reason behind a cautious disclosure was due to the sensitivities/confidentiality nature of the issues discussed in the reports. 

The three key options available to Members for the future reporting of Internal Audit reports are:

Option 1:
The Cabinet and Audit Committee receive Internal Audit reports in full


The full report provides Members with all the details, findings, and management responses from a review, allowing for an informed discussion.  However, during the course of the year, Internal Audit could easily undertake over 100 reviews. Provision of all full reports could adversely affect the work of both Officers and Members. 


Option 2:
The Cabinet and Audit Committee receive the Executive Summary page of internal audit reports

The Executive Summary provides succinct and useful information on a review without overwhelming the reader. Members can then request additional information and response to those areas of interest. It also ensures that Members have exposure to all the key findings. However, it does not provide all the details offered by the full report.

Option 3:
The Cabinet and Audit Committee continue to receive internal audit reports on an exception basis.


This is the current arrangement for the Audit Committee. This enables Members work and time to be targeted to the high risk areas. However, it provides less visibility of audit findings that might interest Members. 


Action

1. The Audit Committee is requested to decide on the option(s) in which it wants to receive future Internal Audit reports. 
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