
 

Audit Committee  

29 July 2021  

 

1. Key issues 

1.1 Internal Audit is defined as “An independent, objective assurance and 
consulting activity designed to add value and improve an organisation’s 
operations. It helps an organisation accomplish its objectives by bringing a 
systematic, disciplined approach to evaluate and improve the effectiveness of 
risk management, control and governance processes.”   (Public Sector 
Internal Audit Standards) 

1.2 Internal Audit findings and observations (constituting direct audit work) form 
the basis of the annual audit opinion on the adequacy of the authority’s 
internal control environment, risk management and governance 
arrangements. In addition, the Corporate Risk Register and Covid-19 Risk 
Assessment are considered in preparing the overall audit opinion. The opinion 
represents a key source of assurance for the authority and supports the 
Annual Governance Statement, considered by External Audit and others. This 
report therefore summarises Internal Audit findings and sets out the 
independent audit opinion of the Internal Audit Manager for the 2020/21 
period (paragraph 1.7 – 1.8), who under Public Sector Internal Audit 
Standards (PSIAS) represents the Chief Audit Executive at Spelthorne.   

1.3 The original audit plan was revised as the pandemic emerged to incorporate 
new priorities and risks, including targeting of COVID-19 related workstreams 
and the updated plan was reported to Audit Committee in July 2020. Due to 
the additional pressures arising from the COVID-19 pandemic across the 
authority, as well as some absence in the team during Quarter 3, finalisation 
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of some reports and audit work remains ongoing, with the majority of planned 
assignments being at draft report stage or beyond. The 2020/21 audit plan 
has had a degree of fluidity to accommodate the ongoing impact of the 
pandemic on the authority. Nonetheless, the team have worked diligently to 
provide assurance across a diverse workplan, feeding into the annual audit 
opinion.  

1.4 Appendix 1 summarises Internal Audit reviews carried out in 2020/21 
highlighting assurance opinions where appropriate. Audit reports include 
recommendations aimed at reducing risks and strengthening internal controls.  
Progress on implementation of audit recommendations (status) is provided 
where appropriate and in other areas confirmation of recommendations 
agreed for implementation by management (this covers corporate 
management team, Group Heads and managers) has been recorded.  Further 
monitoring of status will be undertaken in November to coincide with issue of 
the next progress report (Interim Audit report) to Management Team and 
Audit Committee.   

1.5 In addition to planned assurance reviews, there are several other 
workstreams undertaken by the team (including corporate roles and tasks), 
details for which are set out at Appendix 1.  Some examples of how Internal 
Audit supports the organisation in achieving its objectives and adds value are 
summarised below:  

(a) Statutory Reporting to the Audit Committee – Several reports are 
produced and presented in accordance with the Committee work 
programme. This ensures adherence to Public Sector Internal Audit 
Standards (PSIAS) and supports corporate governance arrangements.  

(b) Advisory Role - Reactive and pro-active advice provided to services, 
corporate groups and management team on various risk and control 
issues. During the COVID-19 emergency response effort, the Internal 
Audit Manager proposed a documented approach to articulating Covid 
related risks, highlighting significant risk categories for prioritised action.  
This risk assessment continues to be monitored and reported 
periodically.  

(c) Counter Fraud Oversight - Coordination and reporting of counter fraud 
outcomes and initiatives for tackling high risk public fraud through 
continued collaborative working with partners.  

(d) Corporate Risk Management – Coordination and reporting on the 
Council’s Corporate Risk Register representing the Council’s most 
significant risks. Refreshing and revamping of the register format and 
production of a simplified policy guide took place earlier this year. This 
will be presented at training planned for September, to inform and raise 
awareness of recommended approaches to risk management. 

 

1.6 The Internal Audit function has operated at 1.75 FTE during most of 2020/21. 
In addition, the ongoing requirement for some Contractor Audit resource to 
support delivery of planned assignments and specialist areas prevails and 
Spelthorne procure Auditor days as required within budget. The bulk of 
contracted work tends to be undertaken from Quarter 4 to coincide with 
workload peaks.  



 

 
 

 

1.7 Annual Audit Opinion  

 

Annual Internal Audit Opinion 2020/21 
 

The unprecedented challenges of the global pandemic throughout 2020/21 and the 
wide-reaching risk considerations for Spelthorne Borough Council have been 
significant considerations in determining audit work and producing the annual 
opinion. 

The opinion of the Internal Audit Manager on the overall adequacy and 
effectiveness of the Council’s framework of governance, risk management and 
internal control is that reasonable assurance can be provided across these areas. 
The Council has many established control processes to effectively manage risks. 
However, it is recognised that improvements were recommended to address 
control weaknesses across some areas of operation, representing medium to high 
priority risks. 

The Covid-19 pandemic and associated challenges/pressures also impacted on 
some aspects of the control environment and this will continue to be monitored 
during 2021/2022.  
 
Internal Audit have consulted managers (corporate management team, Group 
Heads and managers) to agree and monitor the implementation of 
recommendations or discuss improvement actions to address risks and enhance 
the robustness of the authority’s control environment and governance 
arrangements. Where actions have been taken to address issues arising from audit 
work performed, this is acknowledged. 
 
Punita Talwar, Internal Audit Manager - Chartered Internal Auditor (CMIIA)  
May 2021  

 

The annual audit opinion should be considered in conjunction with the key themes 
and issues arising from Internal Audit’s work and examples of good practice, as set 
out below at paragraph 1.8.  

 

1.8 Key themes and issues arising from Internal Audit’s work 2020/21  

In addition to the themes and issues highlighted in the table below, Internal Audit 
reported on several areas of good practice, such as:  

 The Council embracing a positive emergency response to the pandemic and 
adapting its practices in a remote working environment to ensure continuity of 
service delivery. 

 Robust monitoring arrangements for commercial asset income with an 
impressive collection rate of 98.17% for 2020/21, despite the pandemic 
challenges.  

 Financial modelling and scenario planning for the sinking fund.  

 Corporate Commitment to pursue Climate Change measures and develop an 
Organisational values and behavioural framework   



 

 
 

 Housing Benefit Overpayments 

 Administration of the Test and Trace support payment scheme   

 

Issues Identified/Risk Implications  Action (Updated in July 2021)  

1.Covid-19 Pandemic  

The most significant risks emerging 
and evolving from the pandemic and 
the wider implications have been 
identified, periodically monitored and 
reported. These risk categories 
relate to: 
 

 Economic impact and 
recovery; 

 Financial sustainability and 
resilience; 

 Corporate capacity; 

 Health, safety and wellbeing 
of staff and local communities  

 
The global pandemic has also 
heightened the risk of fraudulent 
activity and security incidents as 
opportunists take advantage, with an 
increase in reported scams targeting 
vulnerable members of the 
community.  
 
Competing crises (economic impact 
of post-Brexit, extreme weather 
conditions and environmental 
sustainability) have further 
compounded the unprecedented 
challenges of a global pandemic.  

Management Action: The prioritised actions 
underway or for perusal to manage the 
identified risks are highlighted in the Covid-19 
risk assessment and summary reports (reported 
to the Audit Committee throughout 2020/21). 
The Council’s overarching recovery plan 
incorporates areas of focus (Economic, 
Sustainability & Climate Change, Financial, 
Social), supported by more detailed action plans 
(reported to Policy and Resources Committee 5 
July 2021).  
 
Completed and ongoing monitoring.  
 
Management Action: As part of resumption 
planning the Council will take advantage of 
positive opportunities to derive ongoing benefits 
from some practices associated with new ways 
of working, continuing also to apply wider 
lessons learnt from the pandemic.   

Completed and ongoing. Considered in broader 
pandemic recovery plan and detailed action 
plans. 
 

2.Corporate Risk Register  

Corporate risks impacting the 
effective achievement of the 
Council’s corporate priorities and 
objectives have been reported. It is 
not surprising that during 2020/21 
many of these correlate to the most 
significant risks arising from the 
pandemic, referred to in section 1 
above.   

In addition, Sustainability and 
Climate Change remains a 
significant corporate risk area. 

Management Action: The prioritised actions 
underway or for perusal to manage corporate 
risks are highlighted on the Corporate Risk 
Action Plan and summary reports (reported to 
the Audit Committee throughout 2020/21). 
 
Given the risk significance of Climate Change 
on a global/national/local level and the 
Government’s commitment to net zero carbon 
emissions by 2050, this forms part of periodical 
reporting of the Council’s most significant risks 
to Members, including progress with risk action 
plans and sustainability measures underway. 
(Please refer to separate report on the July 



 

 
 

Audit Committee agenda)    
 
Management Action: Audit recommendations 
arising from a review of Climate Change issued 
July 2021, referred to at Appendix 1.  
 

3.Error/Fraud/Relaxation of 
established controls  
 
The additional workstreams and 
associated pressures arising from 
the COVID-19 pandemic have 
impacted Services across the 
authority during 2020/21 (and 
beyond). It is widely acknowledged 
that pressurised environments are 
likely to increase the risk of human 
error.  
 
Internal Audit have been alerted to 
the occurrence of transactional 
errors and identified instances of 
relaxed or weakened control 
processes operating in some 
functions. In a global pandemic a 
degree of weakening of the 
operation of established controls is 
somewhat expected, given that 
efforts are diverted to addressing the 
emergency response. Consequently, 
there are heightened risk 
implications to the authority related 
to error, fraud, financial losses, and 
additional staff time in rectifying 
erroneous transactions processed.   

Whilst a pragmatic and balanced approach has 
been necessary during the pandemic, it is 
however prudent that going forward: 

(i) Managers continue to monitor internal 
control arrangements for their 
respective functions and take on 
board any related audit 
recommendations (referred to at 
Appendix 1). 

(ii) The relaxation of controls should also 
feed into the corporate ‘Lessons 
learnt’ exercise. (Previously agreed)  

 

(i). Management Action: Some 
recommendations have been implemented with 
target dates agreed for other actions.  
 
In addition, as part of governance 
arrangements, the Chief Finance Officer 
requires Managers to sign off an annual 
statement reinforcing accountability in operating 
adequate systems of internal control.   
 

4.Authorisation Controls  
 
Authorisation represents a key 
control process across core financial 
systems to reduce risks of errors 
and prevent/detect/minimise fraud 
occurrences and financial losses.    
 
There is scope in certain areas to 
enhance the robustness of 
authorisation controls for core 
financial systems reviewed.  

Strengthening of authorisation control 
processes through management oversight and 
reasonable checking of processing activities to 
confirm accuracy and validity of transactions. 
This has been recommended across a few audit 
reviews (specific recommendations referred to 
at Appendix 1).  
 
Management Action: Several 
recommendations have been implemented with 
target dates agreed for other actions.  
 
 

5.Financial reconciliations  

Reconciliation exercises between 
the Creditors control account 

See audit recommendation set out at Appendix 
1 to this report (Creditors Audit).  
 
All core financial systems should be regularly 



 

 
 

(purchase ledger) and the Council’s 
general ledger were behind 
schedule, as was the overarching 
cashbook reconciliation. This 
increases risks of errors and data 
discrepancies not being promptly 
identified or resolved. Reconciliation 
processes will feed into the overall 
financial accounts programme.   

reconciled to the Council’s general ledger and 
such exercises evidenced on a timely basis.  
 
The overarching cashbook reconciliation 
exercise should be brought up to date.  
 
Management Action: Financial reconciliation 
exercises brought up to date for 2020/21 and 
quarterly reconciliations to be fully implemented 
by 31 July 2021.  

6. Central government guidance  

Non-adherence to an aspect of 
central government guidance was 
identified in respect to the 
administration and recording of the 
first tranche of Business Support 
Grants. There are associated risks 
of error, fraud, and reputational 
impact.   

This issue was addressed during the audit. The 
relevant government body have been informed 
and the Chief Finance Officer has instructed the 
team to strictly follow all guidance. Additional 
checks are incorporated into management 
review of payment runs to identify any non-
standard amounts.  
 
Management actions: Implemented and 
completed.  
 

7.Procurement - Supplier and 
Payment Analysis  

The following key issues were raised 
following audit analysis of payments 
and suppliers: 

 Cases of duplicate payments 
generated and processed, 
incurring financial losses. 

 Whilst there was sufficient 
evidence of purchase orders 
raised for procurement 
activity, it was noted that 
there was a significant 
disparity between the volume 
of Suppliers and the number 
of contracts recorded as 
being in place. A matter was 
raised around possible scope 
for entering into a greater 
level of agreements to offer 
increased safeguards for the 
Authority.  It is also 
acknowledged that where 
data cleansing of the supplier 
master database is not 
undertaken regularly, this is 
likely to contribute to an 
excess number of suppliers 
recorded on the finance 

(i) Duplicate payments identified as part 
of the Supplier and payment analysis 
exercise to be recovered. 
Management Action: Completed.  
 

(ii) Exploration into expanding use of 
contracts/formalised agreements in 
accordance with revised Contract 
Standing Orders to ensure 
procurement safeguards are 
consistently in place. 

(iii) A contract and agreements register 
should be maintained, clearly listing 
all Council contracts, their values and 
expiry dates.  
Management Action (ii & iii): The 
Procurement Team agreed to 
undertake a corporate request for 
contracts (‘Contracts Amnesty’)– 
latest status to be confirmed. 
 

 Management Action: Annual data cleansing of 
the master supplier database on Integra.  



 

 
 

system.  

 An observation was raised 
around contracts due to 
expire and the mechanisms 
for reviewing and maintaining 
contract information (noted 
also at the previous 
procurement audit).  

8.Workplace Culture     

The establishment of formally 
defined values that clearly articulate 
what the Council stands for 
(additional to corporate priorities) 
has been discussed with the 
corporate management team and 
recognised as good practice. In the 
absence of formalised council values 
there is a risk that desired values 
and principles will not be reflected or 
embedded in behaviours and core 
policies, practices, or processes. 
This misalignment may impact on 
the effective achievement of 
organisational objectives. It is 
acknowledged that some work has 
already been carried out with IESE 
to develop Council values and 
proposed values under the acronym 
‘PROVIDE’ have been put forward.     

Positive progress in establishing a set of 
organisational values for Spelthorne. 
 
Management Action: In developing and 
embedding a values and behavioural framework 
for Spelthorne, audit recommendations arising 
from a review of Workplace Culture have been 
recently issued (July 2021), referred to at 
Appendix 1. 
 
 
 
 
 

 

2. Options analysis and proposal  

2.1 There are no options. 

2.2 Implementation of audit recommendations will reduce risks for the authority 
and enhance the robustness of the control environment which is 
acknowledged by the Councils Management Team and the Audit Committee.  

2.3 Failure to undertake internal audit work to the required professional standards 
would lessen the reliability of assurance provision to the Council that effective 
control systems are in place and could result in an increase in the Council’s 
annual external audit fee. 

3. Financial implications 

3.1 The Corporate fraud returns collated by Internal Audit demonstrate the 
cumulative financial returns/savings achieved. From January 2015 to March 
2021, notional savings exceed £2.7m (based on Cabinet Office notional 
savings to the public purse) of which £555k represents quantifiable cashable 
savings for Spelthorne. Specifically, for the 2020/21 period (rounded to the 
nearest £1,000), the overall savings to the public purse equated to £107 k 
with cashable savings for Spelthorne amounting to £62k.  



 

 
 

4. Other considerations 

4.1 Some internal systems of control have been adapted to ensure greater 
alignment to new remote ways of working, in particular financial processes.  

4.2 Due to the additional work pressures arising from the COVID-19 pandemic 
across the authority during 2020/21 with ongoing implications, Internal Audit 
have observed relaxation of control processes in some areas. Whilst in the 
circumstances some weakening of the operation of established controls is not 
surprising, it is highlighted again here for reference and will continue to be 
monitored.  

5. Equality and Diversity 

5.1 There are no implications.  

6. Sustainability/Climate Change Implications 

6.1 Appendix 1 gives reference to an audit review of Climate Change and there is 
also inclusion on the Council’s Corporate Risk Register, given that it 
represents a significant and topical risk category.  

7. Timetable for implementation 

7.1 Implementation of audit recommendations and audit status (open or closed) 
will continue to be monitored as part of the follow up process, to coincide with 
Audit Committee reporting timescales throughout the year (November, March 
and July).  

 
Background papers:  
Internal audit reports  
Internal audit working papers  
Correspondence or discussions on risks and controls/issues arising  
Corporate Risk Register (published) 
Covid-19 Risk Considerations  
Counter Fraud Returns  
 
Appendices: 
Appendix 1 –Workstreams undertaken by the Internal Audit team relating to 
2020/21  


