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Date: Thursday, 19th May, 2022 
Time: 4.30 pm 
Venue: Brunswick Room - Guildhall, Bath 
 
Agenda 
 
To: All Members of the Corporate Audit Committee 
 
Councillors: Mark Elliott (Chair), Andrew Furse, Colin Blackburn, Lucy Hodge and 
Brian Simmons 
 
Independent Member: John Barker 
 
Chief Executive and other appropriate officers  
 
Press and Public  
 
 
The agenda is set out overleaf. 
 
 
 
 

 
 
 
 
 
 
 
 
 
 

Enfys Hughes
Democratic Services
Lewis House, Manvers Street, Bath, BA1 1JG 
Telephone: 01225 39 4435
Web-site - http://www.bathnes.gov.uk 
E-mail: Democratic_Services@bathnes.gov.uk



NOTES: 

1. Inspection of Papers: Papers are available for inspection as follows: 
 
Council’s website: https://democracy.bathnes.gov.uk/ieDocHome.aspx?bcr=1 
 
Paper copies are available for inspection at the Guildhall - Bath. 
 
2. Details of decisions taken at this meeting can be found in the minutes which will be 
circulated with the agenda for the next meeting. In the meantime, details can be obtained by 
contacting as above.  
 
3. Recording at Meetings:- 
 
The Openness of Local Government Bodies Regulations 2014 now allows filming and recording 
by anyone attending a meeting.  This is not within the Council’s control.  Some of our meetings 
are webcast. At the start of the meeting, the Chair will confirm if all or part of the meeting is to 
be filmed.  If you would prefer not to be filmed for the webcast, please make yourself known to 
the camera operators.  We request that those filming/recording meetings avoid filming public 
seating areas, children, vulnerable people etc; however, the Council cannot guarantee this will 
happen. 
 
The Council will broadcast the images and sounds live via the internet 
www.bathnes.gov.uk/webcast. The Council may also use the images/sound recordings on its 
social media site or share with other organisations, such as broadcasters. 
 
4. Public Speaking at Meetings 
 
The Council has a scheme to encourage the public to make their views known at meetings. 
They may make a statement relevant to what the meeting has power to do. They may also 
present a petition or a deputation on behalf of a group.  
 
Advance notice is required not less than two full working days before the meeting. This 
means that for meetings held on Thursdays notice must be received in Democratic 
Services by 5.00pm the previous Monday.  
 
Further details of the scheme can be found at: 
 
https://democracy.bathnes.gov.uk/ecCatDisplay.aspx?sch=doc&cat=12942 
 
5. Emergency Evacuation Procedure 
 
When the continuous alarm sounds, you must evacuate the building by one of the designated 
exits and proceed to the named assembly point. The designated exits are signposted. 
Arrangements are in place for the safe evacuation of disabled people. 
 
6. Supplementary information for meetings 
 
Additional information and Protocols and procedures relating to meetings 
 
https://democracy.bathnes.gov.uk/ecCatDisplay.aspx?sch=doc&cat=13505 
 
 
 
 

https://democracy.bathnes.gov.uk/ieDocHome.aspx?bcr=1
http://www.bathnes.gov.uk/webcast
https://democracy.bathnes.gov.uk/ecCatDisplay.aspx?sch=doc&cat=12942
https://democracy.bathnes.gov.uk/ecCatDisplay.aspx?sch=doc&cat=13505


 
Corporate Audit Committee-Thursday, 19th May, 2022 

 
at 4.30 pm in the Brunswick Room - Guildhall, Bath 

 
A G E N D A 

  
1.   EMERGENCY EVACUATION PROCEDURE  

 The Chair will draw attention to the emergency evacuation procedure as set out under 
Note 7. 

 
2.   APOLOGIES FOR ABSENCE AND SUBSTITUTIONS  
 
3.   DECLARATIONS OF INTEREST  

 At this point in the meeting declarations of interest are received from Members in any 
of the agenda items under consideration at the meeting. Members are asked to 
indicate: 

(a) The agenda item number in which they have an interest to declare. 

(b) The nature of their interest. 

(c) Whether their interest is a disclosable pecuniary interest or an other interest,   
(as defined in Part 2, A and B of the Code of Conduct and Rules for Registration of 
Interests) 

Any Member who needs to clarify any matters relating to the declaration of interests is 
recommended to seek advice from the Council’s Monitoring Officer or a member of his 
staff before the meeting to expedite dealing with the item during the meeting. 

 
4.   TO ANNOUNCE ANY URGENT BUSINESS AGREED BY THE CHAIR  

 The Chair will announce any items of urgent business. 
 
5.   ITEMS FROM THE PUBLIC - TO RECEIVE DEPUTATIONS, STATEMENTS, 

PETITIONS OR QUESTIONS  
 
6.   ITEMS FROM COUNCILLORS AND CO-OPTED AND ADDED MEMBERS  

 To deal with any petitions, statements or questions from Councillors and, where 
appropriate, co-opted and added Members. 

 
7.   MINUTES - 3RD FEBRUARY 2022 (Pages 7 - 12) 
 
8.   EXTERNAL AUDIT - ANNUAL REPORT (Pages 13 - 52) 
 
9.   EXTERNAL AUDIT PLAN (Pages 53 - 98) 
 
10.   INFORMING THE AUDIT RISK ASSESSMENT (Pages 99 - 142) 
 
11.   AUDIT & ASSURANCE ANNUAL REPORT 2021/22 (Pages 143 - 154) 
 



12.   INTERNAL AUDIT PLAN - 2022/2023 (Pages 155 - 176) 
 
The Committee Administrator for this meeting is Enfys Hughes who can be contacted on  
01225 394410. 
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CORPORATE AUDIT COMMITTEE 
 
Minutes of the Meeting held 
Thursday, 3rd February, 2022, 4.00 pm 

 
Councillors: Andrew Furse, Colin Blackburn, Lucy Hodge and Brian Simmons  
Independent Member: John Barker 
Officers in attendance: Jeff Wring (Service Director - One West), Gary Adams (Head of 
Financial Management) and Andy Cox (Head of Audit and Assurance (One West)) 
Guests in attendance:  none 

  
23    EMERGENCY EVACUATION PROCEDURE  

 
The Democratic Services Officer read out the emergency evacuation procedure. 
  

24    APOLOGIES FOR ABSENCE AND SUBSTITUTIONS  
 
Councillor Mark Elliot sent his apologies, Councillor Andy Furse chaired the meeting. 
 
Peter Barber (Grant Thornton external auditors) sent his apologies.  
  

25    DECLARATIONS OF INTEREST  
 
There were none. 
  

26    TO ANNOUNCE ANY URGENT BUSINESS AGREED BY THE CHAIR  
 
There was none. 
  

27    ITEMS FROM THE PUBLIC - TO RECEIVE DEPUTATIONS, STATEMENTS, 
PETITIONS OR QUESTIONS  
 
There were none. 
  

28    ITEMS FROM COUNCILLORS AND CO-OPTED AND ADDED MEMBERS  
 
There were none. 
  

29    MINUTES - 15TH DECEMBER 2021  
 
RESOLVED that the minutes of the meeting held on 15th December 2021 were 
confirmed and signed as a correct record. 
  

30    EXTERNAL AUDIT - UPDATE  
 
The Service Director – Commercial and Governance Jeff Wring presented the report 
in the absence of the external auditor.  He stated the key message was the VFM 
findings which had been discussed at the last meeting.  Peter Barber (Grant 
Thornton) had passed on that the auditors were on track to meet the deadline of 
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16/3/22 but there was no indication of the outcome.  It was noted that at the last 
meeting the deadline was 28/2/22 so this had been pushed back.  This point would 
be check with the external auditors. 
 
He explained that at the end of the report there was a good practice guide published 
by the National Audit Office which would be useful reading material for members of 
the Committee. 
 
He reminded the Committee that the report on procurement options would be going 
to Council in a few weeks’ time.  The recommended option was that BANES join the 
national procurement network. 
 
During discussion the following issues were raised:- 
 

  Committee members noted with concern the amount of money reported as 
lost on fraudulent business loans paid out directly by central government 
during the pandemic, despite strict criteria to follow; 

  VAT could be deferred for a year so it would be interesting to see what 
happens next year. Member highlighted small charities had been hit when 
VAT returns had not been submitted on time; 

  There were unintended consequences as a result of measures put in place for 
Covid and the public inquiry was awaited; 

  The Head of Audit & Assurance confirmed that recent news articles had 
reported significant losses of central government issued loans through fraud 
e.g.  bounce-back loans, however, it was pleasing to highlight that the work 
carried out to review Council administered business grants resulted in ‘good’ 
assurance opinions and recovery action was very low as a proportion of the 
grant monies distributed. The Service Director One West stated that at the 
time the clear government message to Councils was payments in respect of 
Covid should be made without delay and this may have contributed to less 
safeguards being put in place and an environment for fraudulent activity. 

 
RESOLVED that the update report be noted. 
  

31    TREASURY MANAGEMENT STRATEGY STATEMENT 2022/23  
 
The Head of Financial Management Gary Adams presented the report.  He 
explained that the report fulfilled a requirement to set a Treasury Management 
Strategy for the next financial year in line with the CIPFA Code of Practice. The 
strategy covers how the Council manages its’ cash flow, borrowing and investments 
and associated risk.  The Council has to operate within this framework and the 
strategy sets high level boundaries, although we adopt a flexible approach in day-to-
day activities depending on market conditions and advisor guidance, such as 
counterparty and duration limits.  Corporate Audit Committee is the scrutiny body for 
the strategy, prior to consideration and approval at the February Council and Cabinet 
meetings. 
 
He outlined the following issues:- 
 

  The economic update was fast moving - the Bank of England was trying to 
balance the interest rate policy with the economic recovery, GDP had reduced 
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in Quarter 3, inflation was above 5% with an expectation of a 0.25% increase 
in the bank rate, which was agreed at today’s monetary policy committee 
meeting; 

  Overall the banking sector’s credit position had stabilised over the past year, 
with some positive move on credit ratings allowing increased investment 
durations to 100 days; 

  The 2022/23 budget was based on rates of 0.25% for short term investments, 
3.5% for the longer term strategic investments and borrowing at an average 
rate of 2.5%; 

  Current position as at 31st December 2021 on the borrowing and investment 
portfolios was capital borrowing of £220m and investments of £83m; 

  The borrowing strategy would continue to focus on using internal cash 
balances to minimise the impact on the revenue budget of holding cash in 
advance of need and reducing treasury risk of holding excessive investment 
balances; 

  The Council continues to avoid borrowing activity in relation to investment 
assets acquired primarily for yield in line with PWLB rules; 

  Last year an Environmental, Social & Governance (ESG) investment 
approach was incorporated into the strategy and a £5m limit was set for 
longer term strategic investment in ESG focussed funds, as well as investing 
£5m in shorter term liquidity deposits where the deposits are used to support 
ESG projects; 

  Treasury management indicators related to borrowing limits were linked to 
capital programme requirements to be approved as part of the budget report, 
the other indicators focussed on credit ratings, liquidity and the maturity 
structure of borrowing and investments. 

 
During questions the following points were raised:- 
 

  With the longer term strategic investments the CCLA property fund return was 
3.5%, with ESG strategic investments also currently expecting returns of 
between 3-4% (Cllr Lucy Hodge); 

  The impact of the inflation increase on the Council was impacting on other 
services – energy contracts, social care, home to school transport – 
contingencies were incorporated into the 2022/23 Council budget proposal, 
and represent around a 5% provision (Cllr Andy Furse); 

  There was a time lag of 18-24 months before the pressure fed through the 
system (John Barker independent member); 

  In respect of the PWLB rules for borrowing for yield and using the capital 
estate for income, it was explained that it depended on the primary purpose of 
the investment and the Section 151 Officer would make a judgement (Cllr 
Andy Furse); 

  In relation to opportunities to pay off the LOBO loans, our treasury advisors 
were used to negotiate a potential repayment.  However, due to the penalty 
for early repayment and the recent movement in interest rates the repayment 
was not currently being pursued. The position would be kept under review 
dependent on interest rates and whether a saving could be achieved through 
repayment (Cllr Lucy Hodge); 

  The capital financing requirement (CFR) is the implied borrowing requirement 
based on capital spending. Actual borrowing taken factors in reserves and 
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cash balances.  It is common for Councils not to borrow up to the CFR limit 
and it makes sure they do not over-borrow. 

 
RESOLVED  
 

1) To recommend the proposed actions within the Treasury Management 
Strategy Statement (Appendix 1) to February Council; and  

2) To note the Treasury Management Indicators detailed in Appendix 1. 
  

32    INTERNAL AUDIT PLAN 2022/2023 - CONSULTATION  
 
The Head of Audit & Assurance Andy Cox presented the report. He stated that the 
purpose of the report was to consult with Committee Members and obtain their 
thoughts on areas of activity for inclusion in the plan for 2022-23.  The Chief Audit 
Executive is required each year to provide a reasonable assurance opinion based on 
the work carried out - how focussed the work is and on what.  A ‘reasonable 
assurance model’ is used to assist in the compilation of the Audit Plan.  There had 
been meetings with directors and senior officers to inform the plan i.e. to find out 
what they considered important items for inclusion. The Head of Audit Assurance 
then outlined areas for consideration and potential specific audits – Covid threat – 
Omicron additional support grants; IT security – secure configuration, user education 
and awareness, software asset management; financial risks - interface with the 
accounting system, property asset utilisation; health and safety – monitoring 
compliance; and homelessness – temporary accommodation.    
 
During discussion the following issues were raised:- 
 

  IT security was continual and so important as regards a threat to the operation 
of the Council (Cllr Andy Furse); 

  Workforce fatigue with the significant changes to the way we work, with 
working from home, work on recruitment and retention, staff absence due to 
mental health issues (Cllr Lucy Hodge).  The Head of Audit stated they were 
talking to the Director of People and Policy; 

  Public consultation (Cllr Lucy Hodge).  The Head of Audit stated as a LA we 
have to consult but there is a cost involved.  There would be some changes to 
the current arrangements; 

  Were there enough staff to complete audits on time and liaise with the 
external auditor (Cllr Brian Simmons). There was a long list of audits to 
complete and risk assess, these had to be prioritised in order; 

  There was a potential risk for equipment as the Council had invested in 
laptops for employees (Cllr Colin Blackburn).  The Head of Audit stated a 
review of IT Asset Management was currently underway. 

 
RESOLVED  
 

1) To note the areas/themes to be considered in relation to the Internal Audit 
Plan for 2022/23; and 

2) To note the intention to keep the plan under review, including a formal re-
assessment of the plan at the half-year point.  Any changes to be reported to 
the Committee. 
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33    ANNUAL GOVERNANCE STATEMENT 2021/2022  
 
The Head of Audit & Assurance Andy Cox presented the report which was to inform 
the Committee on the Governance Review process and enable members to fulfil 
their responsibilities associated with the publication of the Annual Governance 
Statement.  The local code had been updated in 2018 based on CIPFA / SOLACE 
guidance and it is in place to help ensure that resources are directed based on 
council policies and priorities, good decision making and accountability for use of 
resources. All based on the key principles of good governance.  The process for 
preparing the statement is informed by the reasonable assurance model and the 
review covers 5 key headings and work within these areas includes – the work of the 
audit team, service planning, financial planning, CQC and OFSTED reports, and 
corporate assurance work such as complaint handling and the work of Council 
Committees and panels. 
 
During discussion the following comments were made:- 
 

  CIPFA shares documents/templates and best practice is shared between 
other local authorities (Cllr Andy Furse); 

  The governance review is informed by the work of the external auditor and 
Peter Barber (Grant Thornton) had indicated they would be stretched as they 
were last year (John Barker independent member).  This would be kept under 
review. 

 
RESOLVED that the report on the process of producing the Annual Governance 
Statement be noted. 
 
 
 

The meeting ended at 4.55 pm  
 

Chair(person)  
 

Date Confirmed and Signed  
 

Prepared by Democratic Services 
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Bath & North East Somerset Council 

 

MEETING: Corporate Audit Committee 

MEETING 
DATE: 19th May 2022 

AGENDA 
ITEM 
NUMBER  

EXECUTIVE FORWARD 
PLAN REFERENCE: 

TITLE: External Audit – Annual Report E  
AN OPEN PUBLIC ITEM  

List of attachments to this report:  

Appendix 1 – Annual Report 
 
 

1 THE ISSUE 

1.1 The External Auditor will present a summary of the outcomes from their work for 
the last year including their assessment of VFM at the Council and issues for the 
Audit Committee to consider. 

 

2 RECOMMENDATION 

2.1 The Corporate Audit Committee is asked to – 

 Note the Annual Report, VFM Report and recommendations arising 

 

3 FINANCIAL IMPLICATIONS 

3.1 There are no new financial implications from this report directly. However, the 
External Auditor will present their Audit Plan and any change to Audit Fees 
separately at the meeting.   

 

4     THE REPORT 

   4.1 Appendix 1 details the Annual Audit Report which summarises the work undertaken 
by the External Auditor over the past year. Much of this has already been reviewed 
and discussed by the Committee and the External Auditor will provide a briefing on 
its contents at the meeting 

 
4.2 The Committee have previously been updated around the changed approach to the 

review of VFM by the External Auditor. The attached report at Appendix 1 details 
the approach, methodology and outcomes of this work for the year 2020/21.  
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4.3 It is important to remember that 2020/21 was the first year of the Covid-19 
Pandemic and the Committee are aware of the significant impacts on the Council 
and its working arrangements during this time. 

 
4.4 Due to the delays in completion of the audit of the financial accounts the VFM 

review is being reported later than originally planned. The Committee were updated 
on these issues at its last meeting. 

 
4.5 The External Auditor will provide a fuller briefing at the meeting on the report and its 

outcomes and Officers will be present to update the Committee on the Council’s 
response to this work. 

 
 

5     RISK MANAGEMENT 

5.1 A proportionate risk assessment has been carried out in relation to the Councils 
risk management guidance. There are no new significant risks or issues to report 
to the Committee as a result of this report.  

 

6. EQUALITIES 

6.1 A proportionate equalities impact assessment has been carried out using 
corporate guidelines, no significant issues to report. 

 

7    CONSULTATION 

7.1 Consultation has been carried out with the Section 151 Finance Officer. 

 

Contact person  Jeff Wring (01225 47323) 

Background 
papers 

 

Please contact the report author if you need to access this report in an 
alternative format 
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Bath & North East Somerset Council 

 

MEETING: Corporate Audit Committee 

MEETING 
DATE: 28th April 2022 

AGENDA 
ITEM 
NUMBER  

EXECUTIVE FORWARD 
PLAN REFERENCE: 

TITLE: External Audit - Plan E  
AN OPEN PUBLIC ITEM  

List of attachments to this report:  

Appendix 1 – Audit Plan for the Council 

Appendix 2 – Audit Plan for the Avon Pension Fund 
 
 

1 THE ISSUE 

1.1 The External Auditor will present their Audit Plans for the Council and Avon 
Pension Fund. 

 

2 RECOMMENDATION 

2.1 The Corporate Audit Committee is asked to – 

 Endorse the Audit Plans for the Council and Avon Pension Fund. (App 1 & 2) 

 

3 FINANCIAL IMPLICATIONS 

3.1 There are no new financial implications from this report directly. However, the 
External Auditor will present their Audit Plan and any change to Audit Fees at the 
meeting.   

 

4     THE REPORT 

   4.1 The Committee will be aware of the issues relating to the completion of the External 
Auditor’s planned work and the approval process for the Annual Accounts during 
the last 2 financial years. These continue to be monitored and an update will be 
provided by the External Auditor as to likely timeframes for the latest plan and any 
impacts on the Audit Committee and its work. 
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 4.2 Appendices 1 and 2 outline therefore the work required and approach to be taken 
with regards to the External Audit of the Council and the Avon Pension Fund. The 
External Auditor will provide a full verbal briefing on these Plans at the Committee.   

 
 

5     RISK MANAGEMENT 

5.1 A proportionate risk assessment has been carried out in relation to the Councils 
risk management guidance. There are no new significant risks or issues to report 
to the Committee as a result of this report.  

 

6. EQUALITIES 

6.1 A proportionate equalities impact assessment has been carried out using 
corporate guidelines, no significant issues to report. 

 

7    CONSULTATION 

7.1 Consultation has been carried out with the Section 151 Finance Officer. 

 

Contact person  Jeff Wring (01225 47323) 

Background 
papers 

 

Please contact the report author if you need to access this report in an 
alternative format 
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IT system Audit area Planned level IT audit assessment

Agresso / 
Civica

Financial reporting • Streamlined ITGC assessment

Northgate Council Tax, Business Rates, Benefits, 
Grants

• Streamlined ITGC assessment

iTrent Payroll • Streamlined ITGC assessment
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Function Benefits for you

Data extraction Providing us with your financial 
information is made easier

File sharing An easy-to-use, ISO 27001 certified, 
purpose-built file sharing tool

Project 
management

Effective management and oversight of 
requests and responsibilities

Data analytics Enhanced assurance from access to 
complete data populations
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Function Benefits for you

Data extraction Providing us with your financial 
information is made easier

File sharing An easy-to-use, ISO 27001 certified, 
purpose-built file sharing tool

Project 
management

Effective management and oversight of 
requests and responsibilities

Data analytics Enhanced assurance from access to 
complete data populations
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Bath & North East Somerset Council 

 

MEETING: Corporate Audit Committee 

MEETING 
DATE: 28th April 2022 

AGENDA 
ITEM 
NUMBER  

EXECUTIVE FORWARD 
PLAN REFERENCE: 

TITLE: Informing the Audit Risk Assessment E  
AN OPEN PUBLIC ITEM  

List of attachments to this report:  

Appendix 1 – Informing the Audit Risk Assessment – Council & Avon Pension 
Fund 

 
 

1 THE ISSUE 

1.1 The Council is required to update the Committee on its responses to the External 
Auditor’s risk assessment in relation to its planned work. 

 

2 RECOMMENDATION 

2.1 The Corporate Audit Committee is asked to – 

 Note the Council’s response to the External Auditors ‘informing the audit risk 
assessment’ questions (App 1) 

 

3 FINANCIAL IMPLICATIONS 

3.1 There are no new financial implications from this report directly.  

 

4     THE REPORT 

   4.1 As part of the External Auditor’s work the Council is required to respond to a series 
of questions entitled ‘informing the audit risk assessment’ and report these to the 
Audit Committee.  

 
4.2 The questions relate to the Council and Avon Pension Fund and cover the following 

key areas for the year 2021/22 – 
 

• General Enquiries of Management 
• Fraud, 
• Laws and Regulations, 
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• Related Parties,  
• Going Concern, and 
• Accounting Estimates. 

 
4.3 Council Officers and the External Auditor will provide a verbal update on this 

process at the formal meeting. 
 
 

5     RISK MANAGEMENT 

5.1 A proportionate risk assessment has been carried out in relation to the Councils 
risk management guidance. There are no new significant risks or issues to report 
to the Committee as a result of this report.  

 

6. EQUALITIES 

6.1 A proportionate equalities impact assessment has been carried out using 
corporate guidelines, no significant issues to report. 

 

7    CONSULTATION 

7.1 Consultation has been carried out with the Section 151 Finance Officer. 

 

Contact person  Jeff Wring (01225 47323) 

Background 
papers 

 

Please contact the report author if you need to access this report in an 
alternative format 
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The contents of this report relate only to the matters which have come to our attention, which 
we believe need to be reported to you as part of our audit process.  It is not a comprehensive 
record of all the relevant matters, which may be subject to change, and in particular we cannot 
be held responsible to you for reporting all of the risks which may affect your business or any 
weaknesses in your internal controls.  This report has been prepared solely for your benefit and 
should not be quoted in whole or in part without our prior written consent. We do not accept any 
responsibility for any loss occasioned to any third party acting, or refraining from acting on the 
basis of the content of this report, as this report was not prepared for, nor intended for, any 
other purpose.

2
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Purpose
The purpose of this report is to contribute towards the effective two-way communication between Bath and North East Somerset Council and Avon 
Pension Fund’s external auditors and the Corporate Audit Committee, as 'those charged with governance'. The report covers some important areas 
of the auditor risk assessment where we are required to make inquiries of the Corporate Audit Committee under auditing standards. This 
assessment should include any issues relevant to the group entities of Aequus Developments Limited and Aequus Construction Limited.   

Background
Under International Standards on Auditing (UK), (ISA(UK)) auditors have specific responsibilities to communicate with Corporate Audit Committee. 
ISA(UK) emphasise the importance of two-way communication between the auditor and the Corporate Audit Committee and also specify matters that 
should be communicated.

This two-way communication assists both the auditor and the Corporate Audit Committee in understanding matters relating to the audit and 
developing a constructive working relationship. It also enables the auditor to obtain information relevant to the audit from the Corporate Audit 
Committee and supports the Corporate Audit Committee in fulfilling its responsibilities in relation to the financial reporting process. 

Communication
As part of our risk assessment procedures, we are required to obtain an understanding of management processes and the local authority and 
pension fund’s oversight of the following areas:

• General Enquiries of Management

• Fraud,

• Laws and Regulations,

• Related Parties, 

• Going Concern, and

• Accounting Estimates.

4
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Purpose

This report includes a series of questions on each of these areas and the response we have received from Bath and North East Somerset Council 
and Avon Pension Fund’s management. The Corporate Audit Committee should consider whether these responses are consistent with its 
understanding and whether there are any further comments it wishes to make. 

5
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General Enquiries of Management
Question B&NES Response APF Response

1. What do you regard as the key events 
or issues that will have a significant 
impact on the financial statements for 
2021/22?  

The Covid pandemic and wider impact on the economy continues 
to be the key event on Council services, the main impacts on 
property asset values were included in the 2020/21 accounts and 
current expectations is that this will not have a significant impact 
on the financial statements.

Material judgements and estimates are also made in relation to 
Pensions valuations. The council uses experts to support our 
assessments of these estimates. However, a small change in 
some of the underlying assumptions can have a significant impact 
on the financial statements.

No events or issues expected to have a significant 
impact on the financial statements.
Ukraine/Russia – the impact is unclear as the 
situation is still evolving. Russian assets have 
either been sold or written down but were not 
significant. Longer term impact will be on the 
funding position due to inflation and future 
investment returns, which will be partially 
mitigated by the equity and inflation hedge.

2. Have you considered the 
appropriateness of the accounting 
policies adopted by Bath and North East 
Somerset Council and Avon Pension 
Fund?
Have there been any events or 
transactions that may cause you to 
change or adopt new accounting 
policies? If so, what are they?

Yes and confirm there are no events or transactions that would 
cause the Council to adopt new accounting policies.

Yes and confirm there are no events or transactions 
that would cause the Fund to adopt new accounting 
policies

6
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General Enquiries of Management

Question B&NES Response APF Response
3. Is there any use of financial 
instruments, including derivatives? If so, 
please explain

Financial Instruments are held in accordance with the Approved 
Treasury Management Strategy, a year end list will be provided. The 
Council holds no derivatives.

Held for efficient portfolio management for risk 
management purposes in the equity protection, FX 
and LDI strategies.

4. Are you aware of any significant 
transaction outside the normal course of 
business? If so, what are they?

Covid Support Grant payments in respect of Government support to 
businesses during 2021/22

No

5. Are you aware of any changes in 
circumstances that would lead to 
impairment of non-current assets? If so, 
what are they?

The 2021/22 property asset valuations will reflect current rental 
incomes, and we are not currently expecting any further significant 
impairments in the 2021/22 accounts from other reasons.

None other than related to market movements

7
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General Enquiries of Management

Question B&NES Response APF Response
6. Are you aware of any guarantee contracts? If so, 
please provide further details

Not directly. The Council has provided a number of 
guarantees in respect of the pension deficit for 
admitted bodies when staff transfer under TUPE e.g. 
the West of England Combined Authority. 

None

7. Are you aware of the existence of loss 
contingencies and/or un-asserted claims that may 
affect the financial statements? If so, please 
provide further details

None of which I am aware None of which I am aware

8
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General Enquiries of Management

Question B&NES Response APF Response
8. Other than in house solicitors, can you provide 
details of those solicitors utilised by Bath and North 
East Somerset Council and Avon Pension Fund 
during the year. Please indicate where they are 
working on open litigation or contingencies from 
prior years?

In-house legal support from the Council provided in 
relation to general service support, queries and 
appeals against pension decisions. Under the 
Council legal services framework specialist advice is 
provided by external advisors including Bevan 
Brittan, Ashfords, Weightmans amongst others. 
Open cases can be provided on request.

The Fund uses Osborne Clarke for investment and 
actuarial legal advice.  There is no open litigation or 
contingencies from prior years

9. Have any of the Bath and North East Somerset 
Council and Avon Pension Fund’s service providers 
reported any items of fraud, non-compliance with 
laws and regulations or uncorrected misstatements 
which would affect the financial statements? If so, 
please provide further details

None. There have not been any reported frauds or 
non-compliance  with legislation / regulations or 
misstatements that would affect Council / Pension 
Fund financial statements.
This has been confirmed by the Council’s Chief 
Internal Auditor and the Council’s Director Legal & 
Democratic Services (Monitoring Officer).

None of which I am aware

9
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General Enquiries of Management

Question B&NES Response APF Response
10. Can you provide details of other advisors 
consulted during the year and the issue on which 
they were consulted?

The Council utilises advisors on large scales projects 
for example Cushman & Wakefield on the Milsom 
Quarter Masterplan and BDO for Social Care 
contract advice.

Mercer Investment Consulting advise on investment 
strategy. Mercer is the Scheme Actuary.

11. Have you considered and identified assets for 
which expected credit loss provisions may be 
required under IFRS 9, such as debtors (including 
loans) and investments? If so, please provide 
further details

Yes, IFRS 9 credit loss provisions are reviewed each 
year for loans and investments, with details included 
in the Financial Instruments note to the accounts.

Yes, potential losses have been identified but are  not 
disclosed as they are not material.  

According to the code of practice, impairments and loss 
allowances will only directly affect the reported carrying 
value of assets held at amortised cost.  For the Pension 
Fund this relates to debtors and cash deposits. In the 
20/21 accounts, of the £15.0m debtors included, £13.2m 
related to contributions which were subsequently 
received in April 2021.  Of the remaining £1.8m only 
£0.4m related to debts over 2 months old.   This value is 
viewed as not material and so no credit loss allowance is 
applied.

10
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Fraud
Matters in relation to fraud
ISA (UK) 240 covers auditors' responsibilities relating to fraud in an audit of financial statements.

The primary responsibility to prevent and detect fraud rests with both the Corporate Audit Committee and management. Management, with 
the oversight of the Corporate Audit Committee, needs to ensure a strong emphasis on fraud prevention and deterrence and encourage a 
culture of honest and ethical behaviour. As part of its oversight, the Corporate Audit Committee should consider the potential for override of 
controls and inappropriate influence over the financial reporting process.

As Bath and North East Somerset Council and Avon Pension Fund’s external auditor, we are responsible for obtaining reasonable 
assurance that the financial statements are free from material misstatement due to fraud or error. We are required to maintain professional 
scepticism throughout the audit, considering the potential for management override of controls.

As part of our audit risk assessment procedures, we are required to consider risks of fraud. This includes considering the arrangements 
management has put in place with regard to fraud risks including: 

• assessment that the financial statements could be materially misstated due to fraud,

• process for identifying and responding to risks of fraud, including any identified specific risks, 

• communication with the Corporate Audit Committee regarding its processes for identifying and responding to risks of fraud, and

• communication to employees regarding business practices and ethical behaviour. 

We need to understand how the Corporate Audit Committee oversees the above processes. We are also required to make inquiries of both 
management and the Corporate Audit Committee as to their knowledge of any actual, suspected or alleged fraud. These areas have been 
set out in the fraud risk assessment questions below together with responses from Bath and North East Somerset Council and Avon 
Pension Fund’s management. 

11
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Fraud risk assessment
Question B&NES Response APF Response

1. Has Bath and North East 
Somerset Council and Avon 
Pension Fund assessed the risk of 
material misstatement in the 
financial statements due to fraud?

How has the process of identifying 
and responding to the risk of fraud 
been undertaken and what are the 
results of this process? 

How do the local authority and 
pension fund’s risk management 
processes link to financial 
reporting?

None as informed by the Director of Legal and Democratic Services 
and the Service Director - One West.

Internal Audit compile an annual audit plan which is risk based and 
focussed on the priorities of the organisation. All audit reviews 
consider the prevention and detection of fraud related to the area 
subject to review. During 2020/21 and 2021/22 central government 
have made significant Covid19  grant funding available and Internal 
Audit have continued to provide advice and guidance to those teams 
allocated responsibility for assessing applications and processing 
payments. In addition to providing advice about internal controls to 
manage fraud risks the Internal Audit team have carried out post 
grant payment assurance work including data matching activity. 
The Council’s Corporate Audit Committee have been kept informed 
of work being carried out.

Risk Management processes and Strategy were reviewed in full in 
2019. Risk registers are maintained by the Council and the Pension 
Fund. Council services maintain a number of risk registers including 
a specific Treasury Management risk register.

The pension fund completes its own accounts and 
maintains the management accounts. 

Budget, Risk register, admin and investment 
performance are all reported to Avon Pension Fund 
Committee quarterly.  Key financial risks are 
assessed as part of setting the annual service plan 
and annual review of the Risk Register.

Key financial systems audit undertaken annually by 
Bath & North East Somerset Council Internal Audit 
and their findings are reviewed and reported in their 
internal audit reports which are presented to the 
Pensions Board. Additionally, their 
recommendations and observations are acted upon. 
Also, investments are monitored by Brunel.

.

12

P
age 110



© 2022 Grant Thornton UK LLP | Bath and North East Somerset Council and Avon Pension Fund 2021/22

Commercial in confidence

Fraud risk assessment
Question B&NES Response APF Response

2. What have you determined 
to be the classes of accounts, 
transactions and disclosures 
most at risk to fraud? 

In terms of risk of fraud during 2021/22, in addition to the normal business 
activity subject to fraud risk (such as payroll and creditor payments) the 
continuing distribution of Covid19 grant funding has been assessed as a 
significant potential fraud risk. 
In terms of normal business there are a range of potential mis-statements as 
a result of fraud, including:
• over-stating revenue / improper expense recognition / incorrect asset 

valuations / hidden liabilities / incorrect disclosures.

These can occur in a variety of ways within the administration of the 
council's financial affairs, for example:
   - improper use of core systems and bank accounts, including accounts 
payable (e.g. paying fictitious suppliers, over / under-paying contracts); 
accounts receivable (suppressing debtor balances, credit notes and write-
offs); payroll (ghost employees, inflating payments to staff); cash receipting 
and banking balances.
   - use of special purpose vehicles and new companies to hide liabilities / 
earnings.
   - over / under-stating revenues, as well as hiding / suppressing 
expenditure.
   - mis-classification between revenue / asset related transactions.
   - over-stating asset valuations to increase net worth.
   - hiding obligations and not including within the balance sheet.
   - incorrect / non-disclosure of related party transactions.
   - incorrect classification of structured finance arrangements.

Improper use of financial systems and bank accounts
Investment transactions instigated by Investments 
Team.
Overstatement of assets to increase NAV.

13
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Fraud risk assessment
Question B&NES Response APF Response

3. Are you aware of any instances of 
actual, suspected or alleged fraud, 
errors or other irregularities either 
within Bath and North East Somerset 
Council and Avon Pension Fund as a 
whole, or within specific departments 
since 1 April 2021? If so, please 
provide details

In terms of Covid Small Business Grants there were a number of 
suspected cases of fraud and these were either prevented through 
the decision not to award grant funding or alternatively in one case 
requesting repayment of the £10,000 grant paid. This grant was 
repaid in full.
There was a case during 2021 / 22 whereby Council Tax Single 
Person Discount Fraud was investigated. This resulted in the 
agreement to repay Single Person Discount over a number of 
years (£8,200). In addition to recovering the fraudulently claimed 
discount Internal Audit have liaised with the Revenue’s Team and 
they are in the process of applying penalty charges – an invoice 
will be despatched to the responsible person(s) for the penalty 
charges which will exceed £1,000. A decision was taken by the 
S151 Officer not to refer the matter to the Police. (as informed by 
management and the Service Director - One West) 
Report risk issues through relevant Director and Corporate Audit 
Committee 

None of which I am aware. 

4. As a management team, how do 
you communicate risk issues (including 
fraud) to those charged with 
governance?                                                                                         

Report risk issues through relevant Director and Corporate Audit 
Committee 

Report all breaches and fraud to Avon Pension Fund 
Committee and Pension Board.

14
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Fraud risk assessment
Question B&NES Response APF Response

5. Have you identified any specific fraud 
risks? If so, please provide details

Do you have any concerns there are areas 
that are at risk of fraud?

Are there particular locations within Bath and 
North East Somerset Council and Avon 
Pension Fund where fraud is more likely to  
occur?

In 2021/22 specific fraud risks considered in relation to 
Covid19 grants especially applications for Small Business, 
Retail & Hospitality / Omicron grants. This funding was 
particular at higher risk of fraud based on the need to 
distribute funds without due delay.

Outside of grant funding there are not areas with a high risk 
of material fraud that have been identified. If any risks are 
identified, recommendations for mitigation are made to 
managers who then implement as necessary

No areas with a high risk of material fraud have been 
identified. If any risks are identified, recommendations 
for mitigation are made to managers who then 
implement as necessary.

6. What processes do Bath and North East 
Somerset Council and Avon Pension Fund 
have in place to identify and respond to risks 
of fraud?

The Council:
1) receives alerts from the National Anti Fraud Network 

and respond to each alert as required. 
2) Is actively involved with the Cabinet Office National 

Fraud Initiative and provide all relevant data sets for 
matching purposes. Data matching reports are reviewed 
and investigated when considered appropriate based on 
the risk assessment.

In addition to the above activity to identify / detect fraud the 
Council continues to assess its systems of internal control 
and check. This includes management 1st & 2nd line roles of 
monitoring budgets, financial & data systems, bank accounts 
and Internal Audit’s 3 rd line role of verifying the adequacy of 
internal controls such as segregation of duties and 
authorisation levels.

Financial & data systems and bank accounts are 
regularly monitored. Segregation of duties, authorisation 
levels in place to mitigate fraud. 
In relation to pensioner payroll, the Fund takes part in 
the National Fraud Initiative scheme. Any queries 
identified are investigated and resolved.
Internal control reports (or equivalents) of investment 
managers are reviewed annually.
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Fraud risk assessment

Question B&NES Response APF Response
7. How do you assess the overall control environment for 
Bath and North East Somerset Council and Avon Pension 
Fund, including:

• the existence of internal controls, including segregation 
of duties; and

• the process for reviewing the effectiveness the system 
of internal control?  

If internal controls are not in place or not effective where 
are the risk areas and what mitigating actions have been 
taken?
 
What other controls are in place to help prevent, deter or 
detect fraud?
 
Are there any areas where there is a potential for override 
of controls or inappropriate influence over the financial 
reporting process (for example because of undue pressure 
to achieve financial targets)? If so, please provide details

Good.

The Council has robust systems and controls. 
The work of Internal Audit provides 
assurance that material misstatement and 
fraud is not occurring.

If internal controls are not in place (for 
example identified by Internal Audit) then this 
is reported to management for corrective 
action to be taken.

None identified.

Good.   The work of Internal Audit provides 
assurance that material misstatement and fraud 
is not occurring

Use external data validation (e.g. for investment 
performance) as part of monitoring process

There is potential for misreporting but this is 
mitigated by processes and controls in place.

8. Are there any areas where there is potential for 
misreporting? If so, please provide details

There is potential for misreporting but this is 
mitigated by processes and controls in place.

There is potential for misreporting but this is 
mitigated by processes and controls in place.
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Fraud risk assessment
Question B&NES Response APF Response
9. How does Bath and North East 
Somerset Council and Avon Pension 
Fund communicate and encourage 
ethical behaviours and business 
processes of its staff and 
contractors? 

How do you encourage staff to 
report their concerns about fraud?

What concerns are staff expected to 
report about fraud? Have any 
significant issues been reported? If 
so, please provide details

Staff receive induction training and are reminded periodically 
of Council’s rules and regulations such as: Employee Code of 
Conduct (recently updated),  General Employment Standards 
& Financial Regulations & Codes of Practice. The Code of 
Conduct requires staff to declare interests and the giving / 
receiving of gifts and hospitality. The appropriate Director 
reviews and considers all disclosures. To ensure 
‘independence’ the registers are reviewed periodically by the 
Council’s Monitoring Officer.

The Council has a values and behaviours framework all staff 
and members should adopt

The Whistle blowing policy applies to staff, members, 
suppliers, contractors, volunteers and anybody acting on 
behalf of the council. The Council has in place a web 
accessible Whistleblowing submission report enabling any 
concerns to be reported.

Staff are reminded from their induction course and 
periodically of the Code of Conduct, and the need to 
declare any financial & non financial relationships with 
suppliers to the Fund.
The Whistle blowing policy applies to staff, members, 
suppliers, contractors, volunteers and anybody acting 
on behalf of the council. 
The Council has a values and behaviours framework 
all staff and members should adopt.
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Fraud risk assessment 
Question B&NES Response APF Response
10. From a fraud and corruption 
perspective, what are considered to 
be high-risk posts?

How are the risks relating to these 
posts identified, assessed and 
managed?

Posts within Treasury Management, Payroll, Payments, 
Council Tax, NNDR

Financial systems access is key to identifying and assessing 
the risk of fraud and corruption.
A  framework of internal control to manage the risks is 
required i.e. segregation of duties and authorisation.

The maintenance of robust systems of internal control is 
reviewed by the Internal Audit Service 

Payroll and Administration teams, where segregation 
of duties mitigates risk

Officers with access to bank accounts could make 
fraudulent payments.  Clear segregation of access, 
instruction and authorisation.

11. Are you aware of any related 
party relationships or transactions 
that could give rise to instances of 
fraud? If so, please provide details

How do you mitigate the risks 
associated with fraud related to 
related party relationships and 
transactions?

No none.

As stated above staff (and Members) have to declare 
interests. Members as well as declaring all known interests 
also have to declare any conflicts when attending meetings

None of which I am aware

Staff and committee members have to declare conflicts 
of interest at all committee meetings
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Fraud risk assessment
Question B&NES Response APF Response
12. What arrangements are in place to report 
fraud issues and risks to the Corporate Audit 
Committee? 

How does Corporate Audit Committee exercise 
oversight over management's processes for 
identifying and responding to risks of fraud and 
breaches of internal control?

What has been the outcome of these 
arrangements so far this year?

As previously advised above we carry out a 
rolling review of our approach to Fraud risk and 
a review of policies and procedures and report 
the outcomes of this to the Audit Committee. 
In addition, Members of the Corporate Audit 
Committee have been provided with briefings 
(training) on fraud and internal control.
This has resulted for instance in updates to our 
strategy and key policies.

Decision making and monitoring reports to the pensions 
committee. 
Reporting of Fraud and breaches to Pension Board
IA reviews of key processes including fraud risk

13. Are you aware of any whistle blowing 
potential or complaints by potential whistle 
blowers? If so, what has been your response?

All of these are reported to the Audit Committee, 
no material or significant items to report.

None of which I am aware

14. Have any reports been made under the 
Bribery Act? If so, please provide details

No none None
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Law and regulations

Matters in relation to laws and regulations
ISA (UK) 250 requires us to consider the impact of laws and regulations in an audit of the financial statements.

Management, with the oversight of the Corporate Audit Committee, is responsible for ensuring that Bath and North East Somerset Council and 
Avon Pension Fund’s operations are conducted in accordance with laws and regulations, including those that determine amounts in the financial 
statements. 

As auditor, we are responsible for obtaining reasonable assurance that the financial statements are free from material misstatement due to fraud or 
error, taking into account the appropriate legal and regulatory framework. As part of our risk assessment procedures, we are required to make 
inquiries of management and the Corporate Audit Committee as to whether the body is in compliance with laws and regulations. Where we 
become aware of non-compliance or suspected non-compliance, we need to gain an understanding of the non-compliance and the possible effect 
on the financial statements.

Risk assessment questions have been set out below together with responses from management.

20

P
age 118



© 2022 Grant Thornton UK LLP | Bath and North East Somerset Council and Avon Pension Fund 2021/22

Commercial in confidence

Impact of laws and regulations
Question B&NES response APF Response
1. How does management gain 
assurance that all relevant laws and 
regulations have been complied 
with?

What arrangements does Bath and 
North East Somerset Council and 
Avon Pension Fund have in place to 
prevent and detect non-compliance 
with laws and regulations?
 
Are you aware of any changes to 
the local authority and pension 
fund’s regulatory environment that 
may have a significant impact on the 
local authority and pension fund’s 
financial statements?

We view this through the three lines of defence model and we have a well 
established internal control framework and robust systems in place for 
governance, financial management, risk management and performance 
management.

We then use Internal Audit (& External Audit) to independently review and 
report back to us on the level of assurance.

Specialist legal advice and training is provided by or arranged by the legal 
department to service areas.  Officers regularly consult lawyers for advice.  
Where specialist knowledge is not available internally the Council calls on 
external advice through legal framework agreements. All decision reports 
require a review by a lawyer to consider legal implications and to confirm 
sign off before reports are cleared for publication.

No.

The Council has a Monitoring Officer and S151 
Officer who provide assurance that all relevant laws 
and regulations have been complied with. The Fund 
has a Technical and Compliance Advisor who 
monitors regulatory developments and prepares the 
administration for change

Refer to response to Q2 below

No

2. How is the Corporate Audit 
Committee provided with assurance 
that all relevant laws and regulations 
have been complied with?

This is primarily achieved through the work of Internal Audit, outcomes from 
External Audit work and most importantly the assurance we receive through 
the Annual Governance Statement. Any significant issues are then reported 
as necessary

The  Monitoring  Officer  and  s151  officer  provide 
assurance that all relevant laws and regulations are 
complied  with.  The  Pension  Committee  receive 
regular reports of compliance from officers. Any non 
compliance would be reported to Pension Board via 
Internal  Audit  reports  and  appropriate  plans  put  in 
place to remedy such issues. These would cover the 
pension fund as applicable. 21
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Impact of laws and regulations
Question B&NES response APF Response
3. Have there been any instances of 
non-compliance or suspected non-
compliance with laws and regulation 
since 1 April 2021 with an on-going 
impact on the 2021/22 financial 
statements? If so, please provide 
details

Not aware of any instance
None of which I am aware

4. Are there any actual or potential 
litigation or claims that would affect 
the financial statements? If so, 
please provide details

No None of which I am aware

 5. What arrangements does Bath 
and North East Somerset Council 
and Avon Pension Fund have in 
place to identify, evaluate and 
account for litigation or claims? 

The legal department maintain a record of high risk cases which is reviewed 
and updated monthly.   Cases are monitored each month by the Monitoring 
Officer.   Significant issues or concerns identified would be discussed at the 
regular monthly Statutory Officers meeting.
A  quarterly  council  risk  group  meets  and  evaluates  any  updates  on 
significant litigation or insurance claims.

The  Fund  has  an  IDRP  policy  in  place.    Decisions 
are  reported  to  Pensions  Committee  and  Pension 
Board

6. Have there been any reports from 
other regulatory        bodies, such as 
HM Revenues and Customs, which 
indicate non-compliance? If so, 
please provide details

None of which I am aware None of which I am aware
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Related Parties
Matters in relation to Related Parties
Bath and North East Somerset Council and Avon Pension Fund are required to disclose transactions with bodies/individuals that would be 
classed as related parties.  These may include:

■  bodies that directly, or indirectly through one or more intermediaries, control, or are controlled by Bath and North East Somerset 
Council and Avon Pension Fund;

■  associates;
■  joint ventures;
■  a body that has an interest in the authority that gives it significant influence over the local authority and pension fund;
■  key management personnel, and close members of the family of key management personnel, and
■  post-employment benefit plans (pension fund) for the benefit of employees of the local authority and pension fund, or of any body that 

is a related party of the local authority and pension fund.
A disclosure is required if a transaction (or series of transactions) is material on either side, i.e. if a transaction is immaterial from the local 
authority and pension fund’s perspective but material from a related party viewpoint then the local authority and pension fund must disclose it.
ISA (UK) 550 requires us to review your procedures for identifying related party transactions and obtain an understanding of the controls that you 
have established to identify such transactions. We will also carry out testing to ensure the related party transaction disclosures you make in the 
financial statements are complete and accurate. 
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Related Parties 
Question` B&NES Response APF Response
1. Have there been any changes in the related parties 
including those disclosed in Bath and North East 
Somerset Council and Avon Pension Fund’s 2020/21 
financial statements? 
If so please summarise: 
• the nature of the relationship between these related 

parties and Bath and North East Somerset Council 
and Avon Pension Fund

• whether Bath and North East Somerset Council and 
Avon Pension Fund has entered into or plans to 
enter into any transactions with these related parties

• the type and purpose of these transactions 
 

The Aequus Group has undertaken a review of 
the company structure and, following the advice of 
Haines Watts and Ashfords, have put forward 
company structure changes that were agreed at 
full Council on the 24/3/22.

No change in the nature of the related parties. 

2. What controls does Bath and North East Somerset 
Council and Avon Pension Fund have in place to 
identify, account for and disclose related party 
transactions and relationships?
 

The Council requires reporting of conflicts of 
interest by officers or receipt of gifts and 
hospitality from contractors/suppliers.  Directors 
review and approve all disclosures.

Annual accounts disclosures for related parties 
and transactions are reviewed for completeness 
by the Finance Management Team.

Declarations of Interest policy
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Related Parties
Question B&NES Response APF Response
3. What controls are in place to authorise and approve 
significant transactions and arrangements with related 
parties?

Transactions are subject to segregation of 
duties and authorised by relevant Director or 
s151 officer.

The Council requires reporting of conflicts of 
interest by officers or receipt of gifts and 
hospitality from contractors/suppliers.  
Directors review and approve all 
disclosures.

In relation to Aequus Group of companies, 
the Council operates a Protocol for 
governance of LA trading companies which 
includes operational monitoring through the 
Investment Forum and the Shareholder 
Reserved Matters schedule in the 
Shareholder Agreement operates to 
authorise significant transactions at cabinet 
level. 

Transactions are subject to segregation of 
duties and authorised by Head of Pensions or 
s151 officer.

4. What controls are in place to authorise and approve 
significant transactions outside of the normal course of 
business?

Segregation of duties requires multiple 
authorisations to create a supplier, instruct 
and approve a payment.

Segregation of duties requires multiple 
authorisations to create a supplier, instruct and 
approve a payment
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Going Concern
Matters in relation to Going Concern
The audit approach for going concern is based on the requirements of ISA (UK) 570, as interpreted by Practice Note 10: Audit of financial 
statements and regularity of public sector bodies in the United Kingdom (Revised 2020). It also takes into account the National Audit Office's 
Supplementary Guidance Note (SGN) 01: Going Concern – Auditors’ responsibilities for local public bodies.
Practice Note 10 confirms that in many (but not all) public sector bodies, the use of the going concern basis of accounting is not a matter of 
significant focus of the auditor’s time and resources because the applicable financial reporting frameworks envisage that the going concern basis 
for accounting will apply where the body’s services will continue to be delivered by the public sector. In such cases, a material uncertainty related 
to going concern is unlikely to exist. 
For this reason, a straightforward and standardised approach to compliance with ISA (UK) 570 will often be appropriate for public sector bodies. 
This will be a proportionate approach to going concern based on the body’s circumstances and the applicable financial reporting framework. In 
line with Practice Note 10, the auditor’s assessment of going concern should take account of the statutory nature of the body and the fact that the 
financial reporting framework for local government bodies presume going concern in the event of anticipated continuation of provision of the 
services provided by the body. Therefore, the public sector auditor applies a ‘continued provision of service approach’, unless there is clear 
evidence to the contrary. This would also apply even where those services are planned to transfer to another body, as in such circumstances, the 
underlying services will continue. 
For many public sector bodies, the financial sustainability of the body and the services it provides are more likely to be of significant public 
interest than the application of the going concern basis of accounting. Financial sustainability is a key component of value for money work and it 
is through such work that it will be considered. 

26

P
age 124



© 2022 Grant Thornton UK LLP | Bath and North East Somerset Council and Avon Pension Fund 2021/22

Commercial in confidence

Going Concern
Question B&NES Response APF Response
1. What processes and controls does management have in place to 
identify events and / or conditions which may indicate that the statutory 
services being provided by Bath and North East Somerset Council and 
Avon Pension Fund will no longer continue?

Going concern is considered on an 
annual basis as part of the preparation 
of the financial statements. This review 
considers key areas that impact on the 
Council's ability to continue as a going 
concern. The main factors which 
underpin this assessment are: 
• The Council’s current financial position 
• The Council’s projected financial 
position 
• The Council’s governance 
arrangements 
• The regulatory and control environment 
applicable to the Council as a local 
authority. 

B&NES is statutorily responsible for the 
Fund so legally cannot discontinue 
services to the fund without providing 
alternative arrangements – interruption to 
services is dealt with formally through the 
Funds risk register

The Risk Register identifies changes in 
regulations, market conditions that may 
affect the ability of the Fund to deliver its 
service. Actions to mitigate these are 
included in Annual Service Plan (and 
budget). 

2.  Are management aware of any factors which may mean for Bath 
and North East Somerset Council and Avon Pension Fund that either 
statutory services will no longer be provided or that funding for 
statutory services will be discontinued? If so, what are they?

None of which I am aware No – see above
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Going Concern
Question B&NES Response APF Response
3. With regard to the statutory services currently provided by Bath and 
North East Somerset Council and Avon Pension Fund, does Bath and 
North East Somerset Council and Avon Pension Fund expect to 
continue to deliver them for the foreseeable future, or will they be 
delivered by related public authorities if there are any plans for Bath 
and North East Somerset Council and Avon Pension Fund to cease to 
exist?

The Council expects to continue to 
deliver current statutory services for the 
foreseeable future.

Avon Pension Fund will continue to 
deliver its statutory service for the 
foreseeable future.

4. Are management satisfied that the financial reporting framework 
permits Bath and North East Somerset Council and Avon Pension 
Fund to prepare its financial statements on a going concern basis? Are 
management satisfied that preparing financial statements on a going 
concern basis will provide a faithful representation of the items in the 
financial statements?

Yes Yes, 
• the Fund has adequate liquidity to 

meet all liabilities due in the next 12 
months.  

• The latest funding level, as at 31st 
December, is 102%

• There are no concerning trends 
regarding timely receipt of 
contributions.
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Accounting estimates
Matters in relation to accounting estimates
ISA (UK) 540 (Revised December 2018)  requires auditors to understand and assess a body’s internal controls over accounting estimates, 
including:
• The nature and extent of oversight and governance over management’s financial reporting process relevant to accounting estimates;
• How management identifies the need for and applies specialised skills or knowledge related to accounting estimates;
• How the body’s risk management process identifies and addresses risks relating to accounting estimates;
• The body’s information system as it relates to accounting estimates; 
• The body’s control activities in relation to accounting estimates; and
• How management reviews the outcomes of previous accounting estimates.
As part of this process auditors also need to obtain an understanding of the role of those charged with governance, which is particularly important 
where the estimates have high estimation uncertainty or require significant judgement. 
Specifically do Audit Committee members:
• Understand the characteristics of the methods and models used to make the accounting estimates and the risks related to them;
• Oversee management’s process for making accounting estimates, including the use of models, and the monitoring activities undertaken by 
management; and

• Evaluate how management made the accounting estimates?
We would ask the Audit Committee to satisfy itself that the arrangements for accounting estimates are adequate. 
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Accounting Estimates - General Enquiries of Management
Question B&NES Response APF Response

1. What are the classes of transactions, events and 
conditions, that are significant to the financial 
statements that give rise to the need for, or changes 
in, accounting estimate and related disclosures?

Valuation of PPE & Investment Properties
Depreciation
Pensions Liability
Financial Instruments Fair Value
Provisions
Accruals
Credit Loss & Impairment Allowances

Significant events such as the global pandemic that 
affect capital markets can give rise to uncertainty in 
estimates of asset values for certain types of assets.  

2. How does the local authority and pension fund’s 
risk management process identify and address risks 
relating to accounting estimates?

Include disclosure notes in the accounts that relate to 
risk on accounting estimates.

Include disclosure notes in the accounts that relate to 
risk on accounting estimates. Monitor asset values 
regularly to identify if valuation issues arising such as 
material uncertainty clauses being invoked

3. How does management identify the methods, 
assumptions or source data, and the need for 
changes in them, in relation to key accounting 
estimates?

Details set out for each area in Appendix A below Disclosure notes are included in the notes to the 
accounts relating to risk on accounting estimates.
Where available valuations from investment managers 
checked against custodian valuation and differences 
reconciled. Where not available (as custodian same as 
for manager/pooled vehicle), valuation checked for 
reasonableness
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Accounting Estimates - General Enquiries of Management
Question B&NES Response APF Response

4. How do management review the outcomes of 
previous accounting estimates?

The outcome of previous accounting estimates 
is reviewed as part of the estimation process in 
the following year and takes into account any 
issues raised through the audit process.

Monthly accounting processes/valuation reconciliations 
would identify significant changes in accounting 
estimates.

5. Were any changes made to the estimation processes 
in 2021/22 and, if so, what was the reason for these?

No changes No changes

6. How does management identify the need for and 
apply specialised skills or knowledge related to 
accounting estimates?

See further detail in Appendix A, experts with 
specialist skills are used in the following area of 
estimation:
Valuation of PPE & Investment Assets
Depreciation
Fair Value valuation of Financial Instruments
Pension Liability

Knowledge of investments team, discussions with fund 
managers and advisors

7. How does the local authority and pension fund 
determine what control activities are needed for 
significant accounting estimates, including the controls 
at any service providers or management experts? 

See further detail in Appendix A, Discussions 
with Valuers and Auditors both Internal and 
External. 
External Audit also obtain assurance that the 
experts are sufficiently qualified and 
independent.

Internal control reports or equivalent for each investment 
manager and custodian are reviewed and any control 
weaknesses identified are followed up with the manager. 
All exceptions and how resolved by the manager are 
reported to the committee.
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Accounting Estimates - General Enquiries of Management
Question B&NES Response APF Response

8. How does management monitor the operation 
of control activities related to accounting 
estimates, including the key controls at any 
service providers or management experts? 

Management ensures that experts appointed are 
suitably experienced and qualified, independent and 
professional.

Focus of internal control review are the controls over 
valuation of assets and the managers’/custodian’s 
oversight of their external providers

9. What is the nature and extent of oversight and 
governance over management’s financial 
reporting process relevant to accounting 
estimates, including:
- Management’s process for making significant 

accounting estimates
- The methods and models used
- The resultant accounting estimates included 

in the financial statements.

Review and sign-off by Senior Management and 
disclosure in the notes of the accounts.

Experience of team, checking and reconciling 
custody and managers’ valuations or comparing to 
index performance.

10. Are management aware of any 
transactions, events, conditions (or changes in 
these) that may give rise to recognition or 
disclosure of significant accounting estimates 
that require significant judgement (other than 
those in Appendix A)? If so, what are they?

None other than in appendix A None other than in appendix A

11. Why are management satisfied that their 
arrangements for the accounting estimates, as 
detailed in Appendix A, are reasonable?

Where estimation is necessary, appropriate estimating 
methodology is utilised. Estimates will be prepared by 
those best qualified, e.g. Pension Fund Actuary to 
supply estimates relating to IAS 19 – Employee 
Benefits, assets are professionally valued.

Yes  these are reviewed as part of the close down 
process
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Accounting Estimates - General Enquiries of Management
Question B&NES Response APF Response
12. How is the Corporate Audit Committee 
provided with assurance that the 
arrangements for accounting estimates are 
adequate ?
 

Details of estimates are disclosed in the accounting 
policies section within the Statement of Accounts

Valuation of assets including estimates provided by 
independent valuations or public market pricing 
which are then checked/reconciled for 
reasonableness.
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Appendix A Accounting Estimates - Council
Estimate Method / model used to 

make the estimate
Controls used to 
identify estimates

Whether 
management 
have used an 
expert

Underlying assumptions:
- Assessment of degree of 
uncertainty
 - Consideration of alternative 
estimates

Has there 
been a
change in 
accounting
method in 
year?

Land and 
buildings 
valuations

Non-current assets are valued 
in accordance with the 
guidance published by the 
Royal Institute of Chartered 
Surveyors. The valuations 
were done of the basis of 
Existing Use Value, Market 
Value or, in the case of 
specialised properties on the 
basis of, Depreciated 
Replacement Cost in 
accordance with the RICS 
Valuation Standards. 
Valuations are reviewed and 
signed off by the Head of 
Property Services who is a 
FRICS Registered Valuer. 

Valuations on 
Investment properties 
are performed annually 
to ensure that the fair 
value of a revalued 
asset does not differ 
materially from its 
carrying amount. For 
land and buildings all 
material assets will be 
considered in 2021/22

Yes, the valuer 
is a member of 
RICS. 
Valuations are 
reviewed and 
signed off by the 
Head of 
Property 
Services who is 
a FRICS 
Registered 
Valuer

Degree of uncertainty inherent with any 
revaluation.  We employ professional 
valuers and rely on expert opinion

No

Investment 
property 
valuations

See Land and Buildings 
valuations response above

See Land and Buildings 
valuations response 
above

See Land and 
Buildings 
valuations 
response above

See Land and Buildings valuations 
response above

No

34

P
age 132



© 2022 Grant Thornton UK LLP | Bath and North East Somerset Council and Avon Pension Fund 2021/22

Commercial in confidence

Appendix A Accounting Estimates - Council
Estimate Method / model used to 

make the estimate
Controls used to 
identify estimates

Whether 
management 
have used an 
expert

Underlying assumptions:
- Assessment of degree of 
uncertainty
 - Consideration of alternative 
estimates

Has there 
been a
change in 
accounting
method in 
year?

Depreciation Each part of an item of 
property, plant and equipment 
with a significant cost in 
relation to the total cost is 
depreciated separately.  
Depreciation methods, useful 
lives and residual values are 
reviewed each financial year 
and adjusted if appropriate.

Depreciation is provided for on 
all assets with a determinable 
finite life (except for 
investment properties) by 
allocating the value of the 
asset in the Balance Sheet 
over the periods expected to 
benefit from their use. 

Consistent application 
of depreciation methods 
across all assets. 

Discussion with 
internal valuer, 
Head of 
Property 
Services

Depreciation is calculated on a straight 
line basis as this reflects consumption of 
assets and is a reasonable assumption.

No

Valuation of 
defined benefit 
net pension fund 
liabilities

Non-teaching staff are 
members of the LGPS, 
administered by B&NES. 

Rely on the calculations 
made by the actuary. 
Challenge any unusual 
movements or 
assumptions with the 
actuary. 

The actuary of 
the pensions 
scheme. 

Reliance on the expertise of the actuaries 
of the pension scheme. 

No
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Appendix A Accounting Estimates- - Council
Estimate Method / model used to 

make the estimate
Controls used to 
identify estimates

Whether 
management 
have used an 
expert

Underlying assumptions:
- Assessment of degree of 
uncertainty
 - Consideration of alternative 
estimates

Has there 
been a
change in 
accounting
method in 
year?

Fair value 
estimates

The Council values financial 
instruments at fair value based 
on the advice of our external 
treasury consultants in line 
with IFRS13 requirements.

Advice taken from the 
Council’s Treasury 
Management Advisors 

Yes – The 
Council’s 
Treasury 
Management 
Advisors

Based on advice from our Treasury 
Management Advisors.

No.

Provisions Provisions are made whenever 
an event takes place that give 
the Council a legal or 
constructive obligation that 
probably requires settlement 
by a transfer of economic 
benefit or service potential, 
and a reliable estimate can be 
made of the amount.

Each provision is 
separately reviewed by 
Corporate Finance and 
a working paper is put 
together to support the 
calculation.

As necessary 
on an individual 
basis

Each provision is assessed on an 
individual basis to ensure that it meets 
the criteria of a provision per IAS 37.  The 
degree of uncertainty is assessed when 
determining whether a provision is the 
correct treatment for an item.

No.

Accruals We use standard accruals 
accounting, for example, 
accruals are based on 
expenses incurred that have 
not yet been paid, or income 
due that has not yet been 
received.

Monthly management 
accounts provides 
rigorous analysis so that 
any accruals are 
highlighted and 
actioned throughout the 
year.

N/A. Accruals for income and expenditure 
have been principally based on known 
values. Where accruals have been 
estimated, the latest available information 
has been used. 

No.
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Appendix A Accounting Estimates - Council
Estimate Method / model used to 

make the estimate
Controls used to 
identify estimates

Whether 
management 
have used an 
expert

Underlying assumptions:
- Assessment of degree of 
uncertainty
 - Consideration of alternative 
estimates

Has there 
been a
change in 
accounting
method in 
year?

Credit loss and 
impairment 
allowances

Debts are regularly reviewed 
and any debts that are 
deemed to be irrecoverable 
are written off to the 
Comprehensive Income and 
Expenditure Account.

Knowledge by the 
Accounts Receivables 
team in likelihood of 
recoverability and the 
aging of the debts. The 
S151 officer or 
delegated officer signs 
off the write off.

N/A. N/A. No.
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Appendix A Accounting Estimates – Avon Pension Fund
Estimate Method / model used to make 

the estimate
Controls used to identify 
estimates

Whether 
management 
have used an 
expert

Underlying assumptions:
- Assessment of degree 
of uncertainty
 - Consideration of 
alternative estimates

Has there 
been a
change in 
accounting
method in 
year?

Fair value 
estimates

Rely on managers and their 
advisors. 

Officers analyse the valuation of 
each portfolio monthly; quarterly 
review of performance and 
valuations to test for 
reasonableness. ICRs (or 
equivalent) of external managers 
are reviewed annually  

Managers and 
their Advisors

The Managers of the underlying 
funds and their independent 
administrators and valuers 
select the assumptions based 
on their expertise.

No

Provisions Where performance related fees 
accrue, managers are asked to 
confirm what performance fee has 
been accrued during the year but 
not yet paid.

Review Internal Control reports, 
account statements and audited 
accounts.

Fund Manager We rely on the managers to 
provide the evidence.

No

Accruals In terms of contributions, the latest 
available contributions are used in 
the absence of an actual return.  For 
management expenses estimates 
will also be made based on the 
latest invoice/expected fees.

Accruals are reviewed prior to 
finalising accounts

Not required n/a No
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Appendix A Accounting Estimates – Avon Pension Fund
Estimate Method / model used to 

make the estimate
Controls used to 
identify estimates

Whether 
management 
have used an 
expert

Underlying assumptions:
- Assessment of degree of 
uncertainty
 - Consideration of alternative 
estimates

Has there 
been a
change in 
accounting
method in 
year?

Credit loss and 
impairment 
allowances

Not applicable, as value is 
immaterial.  Only applies to 
assets held at amortised cost 
(other debtors and cash). A large 
amount of debtors 
are(contributions) which are 
received in April.

Actual payments received 
in April(contributions) and 
aged debt report from 
Debtors ledger

Not required n/a No

Level 2 
investments

Level 2 assets are generally 
pooled vehicles that invest in 
quoted securities. Therefore 
valuation is derived from 
market observable prices.

Knowledge of 
investments team, 
valuations of custodian

Fund managers 
and custodians

Given valuations based on quoted/listed 
assets there is a low degree of 
uncertainty

None that we 
are aware of
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Appendix A Accounting Estimates – Avon Pension Fund
Estimate Method / model used to 

make the estimate
Controls used to 
identify estimates

Whether 
management 
have used an 
expert

Underlying assumptions:
- Assessment of degree of 
uncertainty
 - Consideration of alternative 
estimates

Has there 
been a
change in 
accounting
method in 
year?

Level 3 
investments
((Hedge funds 
pooled 
property funds  
secured 
income and  
infrastructure 
funds)

Estimates are used in the 
valuation of unquoted 
investments. The funds 
investments are stated at fair 
value. 
Valuations based on industry 
standard guidelines. Property  
and infrastructure funds can 
use independent valuers.  
Where deemed appropriate by 
the independent valuers, 
assumptions can be adjusted 
to reflect the uncertainty of 
future cashflows and asset 
values (e.g. more prudent 
discount rate or higher risk 
premia)

Knowledge of the 
investments team, 
valuations verified by 
custodian, discussions 
with managers to 
understand their 
valuation methodology.

Fund Managers, 
advisors and 
Custodians.

Level 3 valuations are inherently 
uncertain. Valuations can be affected by 
material events between the date of the 
financial accounts provided and the 
pension fund’s own reporting date, by 
changes to expected cash flows and by 
any differences between the audited and 
unaudited accounts. 
Custodian/managers use appropriate 
valuation techniques and guidelines.

None that we 
are aware of. 
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Appendix A Accounting Estimates – Avon Pension Fund
Estimate Method / model used to 

make the estimate
Controls used to 
identify estimates

Whether 
management 
have used an 
expert

Underlying assumptions:
- Assessment of degree of 
uncertainty
 - Consideration of alternative 
estimates

Has there 
been a
change in 
accounting
method in 
year?

IAS 26 
Disclosure

Based on IAS 19 methodology 
and actuarial assumptions, 
except for demographic 
assumptions which are those  
adopted in the 2019 valuation.  
The calculation is carried out 
by the actuary, Mercers.

Rely on the calculations 
made by the actuary. 

Investments team 
challenge any unusual 
movements or 
assumptions with the 
actuary. 

Yes, Mercers 
are actuarial 
experts

The nature of these figures forecasting 
into the future are based upon the best 
information held at the current time and 
are developed by experts in their field.

No
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Bath & North East Somerset Council 

 

MEETING: Corporate Audit Committee 

MEETING 
DATE: 28th April 2022 

AGENDA 
ITEM 
NUMBER  

TITLE: Audit & Assurance Annual Report 2021/22 

WARD: ALL 
AN OPEN PUBLIC ITEM  

List of attachments to this report: 

Appendix 1 - Audit Reviews Position Statement (2021/22) 
 
 

1 THE ISSUE 

1.1 This is the Annual Report (2021/22) of the Internal Audit function including a 
summary of Internal Audit performance, key findings / issues, as well as the 
formal opinion on the internal control framework. 

 

2 RECOMMENDATION 

2.1 The Corporate Audit Committee notes the Internal Audit Annual Report 2021/22 
and formal opinion on the internal control framework. 

 

3 THE REPORT 

3.1 The Annual Internal Audit Plan for 2021/22 was presented to the Corporate Audit 
Committee on the 29th April 2021. The Plan forms the principal work of the Internal 
Audit Service and is a significant source of assurance of the effectiveness of the 
Council’s internal control environment. 

3.2 The Committee received formal updates on delivery against the plan on the 23rd 
September and 15th December 2021. At the December meeting ten of the planned 
audits had got to report stage of which eight were ‘Assurance Reports’ and had 
therefore been assigned assurance ratings – six were Level 4 ‘Substantial 
Assurance’ and the remaining two were Level 3 ‘Reasonable Assurance’.  
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3.3 HEADLINES FOR FINANCIAL YEAR 2021/22 

The summary position as of 31st March 2022 is as follows: 

 

• 29 out of the 36 (81%) of the core planned audit reviews were ‘complete’. Of 
the 7 planned audit reviews not carried out, 4 are included in the Internal 
Audit Plan for 2022/23, a decision was taken to re-prioritise the remaining 3 
(Property Acquisitions; Pension Fund – Digital Strategy Review; and 
Governance Decision Making) based on the audit needs assessment 
process and they were not included in the 2022/23 planned core audit review 
listing.   

• Significant resources were allocated to directly assist in the response to 
Covid19 (Social Care) and also to provide assurance relating to compliance 
with terms and conditions associated to funding made available to B&NES 
Council. 

• There have been two finalised audit reports issued (IT Patch Management & 
Asset Management) where it was considered that the overall systems of 
internal control provided ‘Limited Assurance’. 

• The Internal Audit service were involved in three investigations. Two of these 
involved the investigation of staff and resulted in disciplinary proceedings. 
One of these was a result of an external whistleblowing report. 

• Assurance work was carried out and Audit Report Letters despatched to the 
relevant funding body, e.g. WECA for 19 grant funded projects / activities to 
provide independent assurance that B&NES Council had complied with grant 
expenditure terms and conditions – e.g. eligibility of spend. 

• Anti-Fraud and corruption training and guidance provided to B&NES 
employees. Co-ordination of the Cabinet Office National Fraud Initiative. 

• Took a leading role in the annual governance review of the Council enabling 
the Annual Governance Statement 2020/21 to be compiled and included in 
the Council’s Statement of Accounts. 

• Based on Internal Audit work carried out it’s the opinion of the Chief Audit 
Executive that the Internal Control framework is satisfactory. However, the 
work of the team (observational and audit testing) is impacted by remote 
working (response to Covid 19) of auditors and auditees / clients. 

 

 

 

 

 

 
Page 142



Printed on recycled paper 3 

3.4 2021/22 ASSURANCE RATINGS (Core Planned Audit Reviews) 

 

3.4.1   From the audit reviews completed in the 2021/22 financial year, all but two of 
the audits completed had an overall audit opinion of satisfactory to excellent 
(between ‘Level 3’ and ‘Level 5’). There were not any significant control issues 
identified based on internal audit’s consultancy, advice, and guidance work 
provided. An analysis of the ‘core’ audit reviews carried out and issued as ‘Final’ 
Reports in 2021/22 identified that: 

  1) 67% were providing Full or Substantial Assurance – i.e. Excellent (Level 5) or 
Good  (Level 4) 

   2) 16% were providing Reasonable Assurance – i.e. Satisfactory (Level 3) 

  3) 17% were providing Limited Assurance – i.e. Weak (Level 2). 

  The average Assurance Rating for 2021/22 was calculated at Level 3.5 
compared to 3.82 in 2020/21.  

3.4.2 The two audit reports issued where it was considered that the overall systems of 
internal control were weak – ‘Limited Assurance’ (Level 2) were both IT reviews 
– Patch Management & Asset Management.  

 Patch Management 

3.4.3  The key control objectives under review as part of the Patch Management 
review were: 

  1) Ensure that potential software vulnerabilities are managed by the timely 
installation of software patches only provided by trusted sources. 

  2) Ensure that installation of provided software patches do not disrupt the quality 
and/or continuity of IT infrastructure and services. 

3.4.4  Patch management, or security update management, refers to the process of 
acquiring, testing and installing software updates, in a timely manner, to ensure 
that devices and software are not vulnerable to known security issues, for which 
fixes are available. It is a part of the organisation's threat and vulnerability 
management process. Security update management is one of the five technical 
control themes in the National Cyber Security Centre's (NCSC)"Cyber 
Essentials" accreditation scheme and is also part of the "10 Steps to Cyber 
Security" (step five, vulnerability management), the NCSC's guidance on how 
organisations can protect themselves in cyberspace. 

3.4.5 For obvious cyber security reasons the exact weaknesses identified as part of 
this review are not being reported. 

3.4.6 It can be reported that IT management accepted the Internal Audit 
recommendations – many actions have already been taken and the outstanding 
recommendations are limited to updating Policy documents and agreeing a 
protocol to improve the service-based software management.   
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 Asset Management 

3.4.7 The key control objectives under review as part of the Asset Management 
review were: 

  1) Ensure that laptop assets are procured to support the corporate strategy and 
that procurement is compliant with rules & regulations. 

  2) Ensure that laptop assets are recorded for accounting purposes, kept secure 
and that any loss or misappropriation is investigated prior to the asset records 
being updated. 

  3) Ensure that laptop assets are disposed of securely, with all confidential and 
sensitive data removed, and compliant with data protection regulations and 
environmental standards. 

3.4.8  As a result of the “Preparing for the Future Programme”, which includes a 
technology refresh to streamline the Council’s use of office buildings and 
facilitate more flexible working practices has required a revised ICT strategy. 
The Council is moving away from a traditional thin-client operating environment 
(majority of users connected to the Council’s network via a Citrix Virtual Desktop 
Interface), to a thick-client operating environment. The technology refresh aims 
to roll-out approximately 2,000 new laptops to users, improving the remote 
working experience. As of March 2022, the Council is initiating Phase 3 of the 
laptop rollout programme, which includes all remaining staff who need a laptop. 

3.4.9 Alongside the rollout of the new laptop hardware and increased use of cloud-
based applications, IT Services has been improving its asset management 
capability by moving to Microsoft Azure Active Directory (Azure AD) for identity 
and access management. Azure AD has not yet been integrated with 
ServiceNow, the Council’s primary tool for managing incidents, problems and 
users. Completing the integration will further strengthen the asset management 
capability of IT Services. 

3.4.10 The audit review identified several weaknesses including: 

 1) The “Disposal of Removable Media Policy” was last updated in May 2011 and 
therefore did not reflect the current IT environment or disposal practices. A 
revised policy needed to be approved and disseminated effectively. 

 2) The Council's buildings and content insurance policy does not include cyber 
insurance to protect the business from threats such as data breaches or 
malicious cyber hacks. Requires the Insurance adviser to identify what cyber 
security breach insurance coverage is available and to consider the cost of 
insurance premiums compared to the cost of potential losses. 

 3) Leavers’ IT equipment was not consistently returned to IT for redeployment; 
and a number of leaver user profiles had not been removed from the laptops 
used and their profiles were still enabled on Azure Active Directory. A number of 
recommendations were made to improve the leaver process, and all were 
accepted by management. 
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3.5 INVESTIGATIONS & WHISTLEBLOWING 

3.5.1  There were three investigations in the 2021-22 financial year requiring an 
Internal Audit input: 

  1) Investigation – Payroll Bank Mandate Scam 

  2) Investigation – Officer Abuse of Position – misuse of Council assets 

  3) Investigation – Employee – ineligibility to Council Tax Single Person Discount 

3.5.2 An update on key issues arising from investigations will be included in our report 
on Counter Fraud & Corruption to the Committee later in the year. 

 

3.6 COUNTER FRAUD & CORRUPTION 

3.6.1 Work has been carried out during the end of 2021/22 and into the new financial 
year on updating the Council’s Counter Fraud Strategy  and associated policies 
(Whistleblowing Policy, Anti-Bribery & Corruption, Anti-Money Laundering Policy 
and Guidance).  

3.6.2 A report will be presented to the July meeting of this Committee to present the 
revised Strategy and Policies and provide a full update on anti-fraud and 
corruption related work. This will include a position statement on the findings of 
the National Fraud Initiative 2020/21 which has involved a review of the data 
matching reports generated by the Cabinet Office based on the submission of 
data from public sector organisations. 

 

3.7 UNPLANNED WORK 

3.7.1  In addition to the secondment of a member of the Internal Audit Team to directly 
assist in the response to Covid19 (Social Care) the Internal Audit team has 
completed other unplanned work.  

3.7.2 This included a review of the use of a large petty cash / client cash imprest 
account (£20,000 float). We received information that the account had been 
used to reimburse an Independent Social Worker for work carried out to support 
a child under the care of the Council. The petty cash account should not be 
used to make any payment to remunerate staff or contractors / consultants 
because of the risk of taxation liability. An audit was therefore carried out to: 

 1) provide assurance that the petty cash imprest account was only being used to 
pay for goods and services where it wasn’t appropriate / effective to use other 
payment methods and that all expenditure through the account was in 
compliance with Council rules and regulations including Financial Regulations 
and other ‘informal’ procurement rules / guidance. 

 2) provide assurance that roles and responsibilities with regard to administering 
the petty cash imprest and authorising expenditure through this payment 
method were clear, adopted by all those with a role in approving payments and 
making payments. 
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 3) provide a risk-based action plan with improvements to the areas under review 
to improve the system of internal control and levels of corporate assurance. 

3.7.3 The work was completed in March 2022 and it identified that between April 2021 
and January 2022 payments totalling £162,737 had been processed. 

3.7.4 The issues identified were low level in terms of risk but included: 

 1) Lack of documentation held to adequately evidence the expenditure or audit 
trail regarding the request for payment, e.g. receipts not held. 

 2)  Authorisers of expenditure had not been approved following the adopted 
Agresso Financial System Authorised Officer approval process. 

 3) A further 4 cases of consultancy services payments being paid through the 
imprest account.  As per the Council’s Financial Regulations, Code of Practice 
and Procurement Contract Standing Orders, payments for consultants and 
professional services must be made through the Corporate Accounting System 
(Agresso). This is particularly important in order to ensure that relevant IR35 
employment status checks have been carried out and ‘Due Diligence’ has been 
completed on suppliers prior to engagement. 

   Although there was documentation to inform administrators and service users of 
the type of payments that could / could not be processed through the imprest it 
was concluded that dissemination through training and guidance was not 
effective. The culture and lack of challenge by managers / supervisors and 
administrators had resulted in breaches of the Council rules relating to 
payments. 

3.7.5   A management response is awaited. Recommended actions will be followed-up 
to ensure compliance with Council rules.  

 

3.8. CORE INTERNAL AUDIT REVIEWS – POSITION STATEMENT 

3.8.1  As stated in the Section 3.3, 29 out of the 36 (81%) of the core planned audit 
reviews were ‘complete’. Of the 7 planned audit reviews not carried out, 4 are 
included in the Internal Audit Plan for 2022/23, a decision was taken to re-
prioritise the remaining 3. 

3.8.2 Appendix 1 below records the position as at 31st March 2022. To summarise at 
the end of the financial year: 

  12 Final Audit Reports 

  1 Draft Audit Report 

  4 Briefing / Position Statement Reports 

  12 Audits Work-In Progress – at or near report writing stage 
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3.9 IMPLEMENTATION OF RECOMMENDATIONS 

3.9.1  During 2021/22, 22 Audit Reports carried out in 2019/20 (12 Reports) and 
2020/21 (10 Reports) were followed up to verify the implementation of 
recommendations.  

3.9.2 The Follow-Up process requires management to provide their feedback on 
implementation of recommendations. If the recommendation is linked to ‘High’ 
risk weakness, then the Auditor carrying out the Follow-Up will seek evidence of 
implementation. It is pleasing to report that the findings were good in that 
recommendations for 18 of the 22 Reports had been implemented by 
management. 

3.9.3 There were 4 Audit Reports where it was identified that recommendations had 
been implemented in part or the planned date of implementation had been 
revised. This is summarised below: 

    Recommendations Raised   

Audit Name High Medium Low Total  Recommendation Status 
Avon Pension Fund – Code of 
Practice 14 Data Protection 

 
5 

 
5 1 recommendation implemented. 

1 recommendation not implemented 
and agreed revised implementation 
date 
4 recommendations partially  
implemented with agreed revised 
implementation date agreed. 

Adults - Integrated Care 
Records 

3 7 2 12 3 ‘H’ partial implementation – agreed 
revised implementation date. 
1 ‘M’ recommendation implemented, 6 
‘M’  with agreed revised 
implementation dates. 
2 ‘L’ recommendations not 
implemented and agreed revised 
implementation dates. 

Sundry Debtors & Debt 
Recovery 

2 4 1 7 2 ‘H’ partial implementation – review 
and update of Council’s Financial 
Regulations and Debt Recovery Policy 
has been delayed. 
Medium / Low recommendations 
either fully or partially implemented 
apart from 1 recommendation linked 
to the update of Council FR’s  
 

Property Compliance  3 9 
 

12 The report to Committee on 15th Dec 
2021 provided an update on 
implementation of the 3 ‘H’ 
recommendations – 2 were assessed as 
amber and 1 green (‘implemented’). 
This opinion was based on the position 
statement provided by the Council’s 
Chief Operating Officer (COO) in 
October 2021.  

Total 8 25 3 36  
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3.10 COMPLIANCE WITH PUBLIC SECTOR INTERNAL AUDIT STANDARDS 

3.10.1 In December 2017 a report was presented to the Committee on the Public 
Sector Internal Audit Standards and based on this report the Committee approved 
an Internal Audit Charter. The Internal Audit Charter has been reviewed annually 
and updated when required.  

3.10.2 The Internal Audit Charter states that Audit West through its engagement lead 
will report periodically to the Corporate Audit Committee regarding Internal Audit 
conformance to the Code of Ethics and the Standards and this is being separately 
reported to the Committee as part of the Internal Audit Plan 2022/23 report. 

 

3.11 FORMAL OPINION ON THE INTERNAL CONTROL FRAMEWORK 

3.11.1 The Internal Audit Charter states that the Chief Audit Executive is required to 
give an opinion on the internal control framework.  

3.11.2 Statement of the Chief Audit Executive–  

 In forming an opinion on the internal control framework, I have considered the 
work of the Audit & Assurance function as well as consideration of the wider 
governance framework, other assurances we can place reliance on and 
performance of the Council. 

 As highlighted during previous reports to this Committee, it was reported that the 
Council’s internal control framework was satisfactory, however, it was also 
highlighted that the opinion provided was tempered by enforced remote working 
due to Covid-19 and government advice to work from home. 

 Remote working has continued throughout 2021/22 and, coupled with the level of 
unplanned work and like in 2020/21 there was a need to consider whether a 
limited or qualified opinion should be issued as a result of the changing plan. The 
Committee have been kept fully informed during the financial year of progress on 
completing the approved Internal Audit Plan, the need to maintain a flexible Plan, 
and the impacts of unplanned work.  

 The Institute of Internal Auditors guidance states that if the Audit Committee has 
agreed to the changed plan, then there is no need for a limited opinion; the 
opinion will reflect the work detailed as agreed. 

 There have been minor amendments to the 2021/22 Plan and it is therefore my 
opinion that, based on the limited planned work completed due to the 
circumstances of Covid-19, the Council’s internal control framework and systems 
to manage risk are reasonable. 

- Reasonable assurance can be provided over the council’s systems of internal 
control, helping to ensure corporate priorities can be achieved; 

- Agreed policies, Financial Regulations and Contract Standing Orders were 
broadly being complied with; 

- Managers throughout the council were aware of the importance of maintaining 
adequate and effective governance arrangements; 
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- Appropriate arrangements were operated to deter and detect fraud and 
investigations did not identify any systemic failures; 

- Senior Management - led by the Chief Operating Officer as risk management 
sponsor – demonstrate a pro-active approach to the fundamental themes of 
good governance and risk management. 

- There were no fundamental system failures or control breakdowns to business- 
critical functions. 

The ongoing financial challenge, heightened by the pandemic and more recently 
the conflict in Ukraine, places further pressure on all Council services to respond 
and manage risk in a proportionate way. The Council’s financial position remains 
very challenging. A robust Internal Audit service is a vital component of the 
Council’s governance systems and provides the third and final line of defence in 
relation to the internal control framework.  

 The Audit Committee’s support of our work and maintaining effective corporate 
governance is appreciated and I would like to thank members of the committee for 
their input and guidance over the year. 

 

4 STATUTORY CONSIDERATIONS 

4.1 There are no specific statutory considerations related to this report. Accounts & 
Audit Regulations set out the expectations of provision of an Internal Audit 
service. This is supported by S151 of the Local Government Act and CIFPA 
Codes of Practice and the IIA professional standards for delivery of an adequate 
Internal Audit Service. 

 

5 RESOURCE IMPLICATIONS (FINANCE, PROPERTY, PEOPLE) 

5.1 There are no direct resource implications relevant to this report. 

 

6 RISK MANAGEMENT 

6.1 A proportionate risk assessment related to the issue and recommendations has 
been undertaken, in compliance with the Council's decision-making risk 
management guidance. Significant risks to the council arising from an ineffective 
Internal Audit Service include lack of internal control, failures of governance and 
weak risk management. Specific risks include supplementary External Audit Fees, 
undetected fraud and inadequate coverage of risks arising from COVID-19. 
Internal Audit assists the council in identifying risks, improvement areas and 
recommending good practice. 

6.2 The Corporate Audit Committee has specific responsibility for ensuring the 
Council’s Risk Management and Financial Governance framework is robust and 
effective. 
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7 EQUALITIES 

7.1 A proportionate equalities impact assessment has been carried out using 
corporate guidelines and no significant issues have been identified. 

 

8 CLIMATE CHANGE 

8.1 There are no direct climate change implications related to this report. 

 

9 OTHER OPTIONS CONSIDERED 

9.1 No other options to consider related to this report. 

 

10 CONSULTATION 

10.1 The Council's Section 151 Officer has had the opportunity to input to this report 
and has cleared it for publication. 

 

Contact person  Andy Cox (01225 477316) Jeff Wring (01225 477323) 

Background 
papers 

Reports to Corporate Audit Committee – 5th December 2017 - 
Public Sector Internal Audit Standards; 29th April 2021 - Internal 
Audit Plan - 2021/2022; 15th December 2021 Internal Audit 
Update Report. 

Please contact the report author if you need to access this report in an 
alternative format 
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Audit Reviews Position Statement (as at 31st March 2022)  Appendix 1 
 
 

Made Agreed
21-001B Covid19 - Restrictions - Business Grants Briefing Paper Briefing Paper

21-002B Covid19  - Adult Social Care Grant Funding Management Final 4 4 4

21-003B Covid19 - Supplier Relief - Adult Social Care Providers Final 4 2 2

21-004B Covid19 - Contain Outbreak Funding WIP

21-005B Covid19 - Next Steps Accommodation Short & Long Term Final 4 1 1

21-006B Clean Air Zone (Income & Interfaces) Final 4 7 7
21-007B Covid19 - DWP Winter Support Grants Final 4 1 1

21-008B
Covid19 - Emergency Assistance Grant for Food and 
Essential Supplies Final 4 1 1

21-009B In-Year Budget Management & Forecasting WIP

21-010B Property - Revenue Estate - Debt Recovery & Write Offs WIP

21-011B IT Audit - Secure Configuration (New laptops) WIP

21-012B
IT Audit - Cloud and Hosted Systems Management  iTrent  
(Identity and Access Management) Final 3 6 6

21-013B Highways Interventions & Drainage c/f 2022/23
21-014B Joint Agency Panel Briefing Paper Briefing Paper
21-015B Climate & Nature Emergency - Response WIP
21-016B IT Audit - Patch Management (Laptops) Final 2 5 5

21-017B Community Resource Centre & Extra Care Housing Final 3 12 12

21-018B Avon Pension Fund - Business Continuity Briefing Paper Briefing Paper
21-019B Property - Revenue Estate - Asset Utilisation c/f 2022/23
21-020B Tenancy Fraud Briefing Paper Briefing Paper

21-021B
Property - Revenue Estate - Management of Tenant 
Responsibilities WIP

21-022B Health Safety & Wellbeing - Managing the Risks WIP

21-023B Property - Revenue Estate - Property Acquisitions Not Started

21-024B Avon Pension Fund - Pensions Governance COP 14 WIP

21-025B Children Disabilities Draft 3 5
21-026B Property - Revenue Estate - Rent Reviews WIP

21-027B Avon Pension Fund - Pensions Payroll Final 4 5 5
21-028B Avon Pension Fund - Digital Strategy Review Not Started

21-029B
Traffic Signals & Intelligent Network (Contract 
Management) Final 4 5 5

21-030B GLL Contract Management - Governance c/f 2022/23
21-031B IT Audit - Incident Response Plan WIP
21-032B IT Audit - IT Asset Management (Laptops) Final 2 6 6
21-033B Governance - Decision Making Not Started
21-034B IT Audit - Capacity and Availability WIP
21-035B Alternative Learning c/f 2022/23
21-036B Welfare Support WIP

Ref Topic Status Assurance 
Level

Recommendations
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Bath & North East Somerset Council 

MEETING: Corporate Audit Committee 

MEETING 
DATE: 

28th April 2022 AGENDA 
ITEM 
NUMBER 

 

TITLE: Internal Audit Plan - 2022/2023 

WARD: ALL 

AN OPEN PUBLIC ITEM 

List of attachments to this report: 

Appendix 1 – Internal Audit Plan 2022/23 

Appendix 2 – Internal Audit Charter 2022 

 

1 THE ISSUE 

1.1 This is a report detailing the proposed Internal Audit Plan for 2022/23. In 
addition, the Internal Audit Charter setting out the purpose, authority and 
principal responsibilities of the Internal Audit Service has been subject to an 
annual review resulting in minor amendments related to a recent Senior 
Management restructure. 

 

2 RECOMMENDATION 

2.1 The Corporate Audit Committee is asked to: 

  Approve the Internal Audit Plan 2022/23 (Appendix 1)  

  Approve the Internal Audit Charter 2022 (Appendix 2) 

 

3 THE REPORT 

Internal Audit Plan 2022/23 

3.1 The Public Sector Internal Audit Standards require Internal Audit to prepare 
a risk-based plan and this is attached at Appendix 1.   

3.2 The list of internal audit reviews recorded in Section 6 of the Internal Audit 
Plan has resulted from an audit needs assessment using our reasonable 
assurance model which includes wide consultation with Statutory Officers, 
Directors and other senior managers. The Audit Committee was also 
consulted at its last meeting. 
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3.3 Notwithstanding the assessment, specific circumstances (such as a 
significant reputational issue or request of S151 Officer or Senior 
Management Team) may on occasion mean that a low scoring topic is 
nevertheless included in the Plan. 

 
3.4 The last two years and the impacts of Covid19 on the community and the 

response required by the Council has evidenced how important it is for  
work of the Internal Audit Service to be responsive and flexible.  

 
3.5 The Internal Audit Plan will therefore need to be flexible and kept under 

review in response to rapidly changing risks and amended when necessary. 
A half year position report will be presented to Committee later in 2022/23 
and if necessary, a revised Internal Audit Plan will be submitted for 
approval. Statutory Officers including the Chief Finance Officer will be 
consulted on any significant changes to the Committee approved Plan. 

 
3.6 In addition to Members being kept informed of developments in the Audit 

Plan, Committee members will also receive formal updates on performance 
during the year. 

 

Internal Audit Charter & Professional Standards 

3.7 The Public Sector Internal Audit Standards (PSIAS) came into effect from 
1st April 2013 and replaced the CIPFA Code of Practice for Internal Audit 
in Local Government, Central Government and the NHS. The PSIAS was 
revised w.e.f. 1st April 2017 and are based on the Institute of Internal 
Auditors’ International Standards. The objectives of the PSIAS are to: 

  Define the nature of internal auditing within the UK public sector. 

  Set basic principles for carrying out internal audit in the UK public 
sector. 

  Establish a framework for providing internal audit services, which 
add value to the organisation, leading to improved organisational 
processes and operations. 

  Establish the basis for the evaluation of internal audit performance 
and to drive improvement planning. 

3.8 A key requirement of the PSIAS is an Internal Audit Charter which 
defines the internal audit activity’s purpose, authority and responsibility. 
The Internal Audit Charter establishes its position within the organisation; 
the nature of the Chief Audit Executive (CAE’s) functional reporting 
relationship with the Audit Committee; formally records its access to 
property, records and personnel; and defines the scope of internal audit 
activities. The CAE must periodically confirm their independence and 
review the Internal Audit Charter and present it to the Audit Committee 
for approval and attached at Appendix 2 is the latest refreshed version. 

Page 154



3 

3.9 The changes to the Internal Audit Charter were very minor in terms of 
wording but significant is terms of transfer of the designated position of 
Chief Audit Executive from the Director - One West to the Head of Audit 
and Assurance.  

3.10 This formal record of changes of responsibilities, is important to enable 
the Head of Audit & Assurance to carry out other tasks related to the post 
of Chief Audit Executive (Chief Internal Auditor) including the internal 
audit certification (assurance work) related to grant funding provided by 
WECA and central government funding bodies. The transfer of 
responsibilities will ensure the independence of the Internal Audit 
function. 

 

4 STATUTORY CONSIDERATIONS 

4.1 There are no specific statutory considerations related to this report. 
Accounts & Audit Regulations set out the expectations of provision of an 
Internal Audit service. This is supported by S151 of the Local Government 
Act and CIFPA Codes of Practice and the IIA professional standards for 
delivery of an adequate Internal Audit Service. 

 

5 RESOURCE IMPLICATIONS (FINANCE, PROPERTY, PEOPLE) 

5.1 There are no direct resource implications relevant to this report. 

 

6 RISK MANAGEMENT 

6.1 A proportionate risk assessment related to the issue and recommendations 
has been undertaken, in compliance with the Council's decision-making risk 
management guidance. Significant risks to the council arising from an 
ineffective Internal Audit Service include lack of internal control, failures of 
governance and weak risk management. Specific risks include 
supplementary External Audit Fees, undetected fraud and inadequate 
coverage of risks arising from COVID-19. Internal Audit assists the council 
in identifying risks, improvement areas and recommending good practice. 

6.2 The Corporate Audit Committee has specific responsibility for ensuring the 
Council’s Risk Management and Financial Governance framework is robust 
and effective. 

 

 

7 EQUALITIES 

7.1 A proportionate equalities impact assessment has been carried out using 
corporate guidelines and no significant issues have been identified. 
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8 CLIMATE CHANGE 

8.1 There are no direct climate change implications related to this report. 

 

9 OTHER OPTIONS CONSIDERED 

9.1 No other options to consider related to this report. 

 

10 CONSULTATION 

10.1 The Council's Section 151 Officer has had the opportunity to input to this 
report and has cleared it for publication. 

 

Contact person Andy Cox (01225 477316) 

Background 
papers 

 

Please contact the report author if you need to access this report in an 
alternative format 
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1. Internal Audit Assurance – A 
Component of the Council’s 
Governance Framework 
 
Good governance enables Bath & North East Somerset 
Council to effectively achieve its intended outcomes linked to 
stated priorities. 

 
The Council’s purpose, two core policies and three principles 
is communicated through its Corporate Strategy (2020 – 
2024) which was adopted by Council on 25th February. The 
Strategy has a single overriding purpose – to improve 
people’s lives. 

 

 
Internal Audit is one of the wider elements of the framework of our 
governance arrangements at the Council. 
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One West and the Internal Audit function fully recognize it 
has a role to play in achieving the objectives of the Council. 
We need to be flexible and agile. Independent assurance 
which is strong but supportive can provide a helpful and 
positive role not just to services but to elected Members and 
the Community at large by demonstrating that the Council is 
operating effectively and protecting its assets and resources 
for the benefit of all its stakeholders. 
 
The Council Corporate Strategy Framework recognises 
“Managing our Money” through the Medium-Term Financial 
Strategy and there is much more emphasis on ‘Performance 
Management and Review’. The importance of excellence in 
resource management and sound governance is fundamental 
to achieving its purpose and the stated commitments. 
 
Three Lines of Defence Model 

 

By being independent of management One West’s Internal Audit 
function maintain the third line of defence and we continue to fulfil 
this role effectively by working with all our stakeholders - especially 
the Corporate Audit Committee, Statutory Officers and Senior 
Management. 
 
Internal auditing is defined by the Public Sector Internal Audit 
Standards (PSIAS) which set out the requirements of a ‘Board’ and 
of ‘senior management’. For the purposes of the internal audit 
activity within the Council, the role of the Board within the 
Standards is taken by the Council’s Corporate Audit Committee 
under its Terms of Reference contained in the Council’s 
Constitution and senior management is the Council’s Strategic 
Leadership Team. 
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2. Introduction – Internal Audit & 
the Objective of the Audit Plan 

 
The Accounts & Audit Regulations 2015 (Local Government 
England & Wales) states that: 
“A relevant authority must undertake an effective internal 
audit to evaluate the effectiveness of its risk management, 
control and governance processes, taking into account public 
sector internal auditing standards or guidance”. 
 
Section 151 of the Local Government Act 1972 requires the 
Council to designate an Officer to be responsible for “making 
arrangements for the proper administration” of the Council’s 
financial affairs. One of the ways by which this duty is 
discharged is by maintaining an adequate and effective 
Internal Audit Service. 
 
The Council’s Internal Audit Charter approved by the 
Corporate Audit Committee clearly records the purpose, 
authority and principal responsibilities of the Internal Audit 
Service for Bath & North East Somerset Council. The Charter 
explains that Internal Audit is responsible for carrying out an 
appraisal of all the Council’s activities, financial or otherwise 
by carrying out audit reviews and other assurance work. 
Based on this work the Head of Audit & Assurance acting as 
the ‘Chief Audit Executive’ (a role defined in the Public Sector 
Internal Audit Standards) will provide an annual opinion to the 
Council (Corporate Audit Committee). 
 
One of the key service objectives of Internal Audit linked to 
the annual audit opinion is the production of a risk based  

 
 
 
Annual Audit Assurance Plan. The PSIA Standards require that the 
Chief Audit Executive must establish risk-based plans to determine 
the priorities of the internal audit activity, consistent with the 
organisation’s goals (as set out in the Council’s Corporate Strategy 
and Service Plans). 
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3. How the Internal Audit Plan is 
compiled – Reasonable 
Assurance Model 

 
A key component of the audit needs assessment is using the 
adopted ‘Reasonable Assurance Model’ to assess the level 
of Assurance in place over eight themes. 

 
Each Theme has a set of questions and the answers to these 
questions help assess the level of assurance and the level of 
risk for each theme. The Reasonable Assurance Model 
informs the Internal Audit Annual Plan and enables an 

assessment of compliance with the seven principles of good 
governance as recorded in the Council’s Local Code of Corporate 
Governance. 
 
In addition to the Reasonable Assurance Model assessment the 
annual plan is created by: 
1. Consideration of risks recorded in the Council’s Corporate Risk 

Register and operational risk registers. 
2. Horizon scanning – external publications and networking 

groups e.g., LACAN (Local Authority Chief Auditors Network) 
3. Consultation with Directors, key Corporate Officers and 

Statutory Officers – discussions cover any issues, and new / 
heightened risks based on new or changes in responsibilities. 

4. External Review Body findings or planned reviews. 
5. Risk scoring long list of potential areas of audit activity based 

on factors such as: Internal Audit History (previous assurance 
opinions, time since last review), Inherent Risk (operational, 
technical, reputational & people), Materiality (income, 
expenditure, planned savings), and Audit Management 
knowledge experience. 

 

 
In accordance with the PSIA Standards, the plan needs to be 
flexible to respond to the changing risks and priorities of the 
Council and, to this end, audit planned activity will be regularly 
reviewed and changes reported to management and the 
Corporate Audit Committee. 

Organisational Context

High Level Assessment

Detailed Assessment

• Corporate Strategy
• Budget & MTFP
• Corporate Risks 

• 8 Themes -
• Governance, Finance, Performance, Risk, IM&T, 

Procurement, Projects, Assets

• 3 Audit Factors -
• Materiality, Inherent Risk, Audit History
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4. Internal Audit Plan – High 
Level Service Area/Corporate 
Assurance 

 
The 2022/23 B&NES Internal Audit Plan consists of 34 audit 
reviews and these are presented in the following two pie 
charts – by Reasonable Assurance Theme and by 
Responsible Director. 
 
 
 
 
 

 
 

In addition to the core planned audit reviews (34) the Internal Audit 
Team will:  
1) Lead on the Annual Governance Review (see Section 6 below) 
2) Provide support to maintain a risk management strategy, 

processes & systems 
3) Co-ordinate and lead on fraud detection / protection including 

the Cabinet Office ‘National Fraud Initiative’ (see Section 6 
below) 

4) Provide advice on systems of internal control including Council 
Policies & Procedures (e.g., Financial Regulations & anti-fraud 
& corruption policies) 

5) Lead and support financial irregularity investigations  
6) Complete grant funding reviews to provide independent 

assurance to funding bodies of compliance with ‘Terms & 
Conditions’ 
 

 
 P

age 163



8 | P a g e  

 

5. Detailed Internal Audit Plan 

This listing records the core activity of the Internal Audit Team and the planned audit reviews as at 1st April 2022. 
The recorded ‘Quarter’ scheduling is an indication of timing of each review but it’s a guide only and may be changed. 
 

Ref Audit Area Quarter Responsible Officer 
22-001B Payroll - Monthly Payroll Processing 2 Cherry Bennett 
22-002B SEND (Input into Education Health Care Plan by DCT)  3 Mary Kerney-Knowles 
 
22-003B Highway Structures - Risk Management 3 Chris Major 

22-004B Payroll (Service Based Review)- Timesheet generated payments 2 Cherry Bennett 
 
22-005B S106 - Use of funding within timescales 1 Sophie Broadfield 

22-006B Covid19  - Restrictions - Business Grants 2 Andy Rothery 
 
22-007B IT - User education and awareness 1 Andy Rothery 

22-008B Transport Projects - Cycle Schemes 3 Sophie Broadfield 
22-009B Direct Payments (Adults) 3 Suzanne Westhead 
22-010B Direct Packages / Payments (Children) 4 Mary Kerney-Knowles 
 
22-011B IT - Risk Management 2 Andy Rothery 

22-012B Highways - Street Works 1 Chris Major 
22-013B Main Accounting Systems Interfaces 3 Andy Rothery 
22-014B Covid19  - Adult Social Care Grant Funding Management 2 Andy Rothery 
 
22-015B Heritage – Income Collection & Banking 3 Sophie Broadfield 

22-016B IT - Software Asset Management 2 Andy Rothery 
22-017B APF - Cyber Security   1 Tony Bartlett 
22-018B Debt Management - Corporate Policy 1 Andy Rothery 
22-019B Brokerage Service & Block Contracts - Contract Management 4 Suzanne Westhead 
22-020B Alternative Learning 1 Mary Kerney-Knowles 
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Ref Audit Area Quarter Responsible Officer 
 
22-021B 

 
IT -Service Level Management – Performance Measures 1 

 
Andy Rothery 

22-022B Community Equipment (Asset Management) 1 Sophie Broadfield  
22-023B Revenue Estate - Asset Utilisation  2 Andy Rothery 
22-024B Creditor Payments - Data Analytics (Inc use of Meridian) & Late Payments Liability  1 Andy Rothery 
22-025B LADO (Local Authority Designated Officer) - Statutory Responsibilities 1 Mary Kerney-Knowles 
22-026B APF - System Access Controls  1 Tony Bartlett 
22-027B Income Management - Collection & Reconciliation of Service Provision Income 2 Andy Rothery 
22-028B IT - Secure configuration (Servers and Systems) 3 Andy Rothery 
22-029B Health Safety & Wellbeing - Managing the Risks  2 Cherry Bennett 
22-030B Climate & Ecological Emergency - Ecological Emergency plan/processes  3 Sophie Broadfield 
22-031B Council Tax & NNDR - Exemptions / Discounts / Relief 1 Andy Rothery 
22-032B APF - Pensions Governance - New Pension Regulations  4 Tony Bartlett 
22-033B GLL Contract Management - Governance  3 Rebecca Reynolds 
22-034B IT - Change Management 3 Andy Rothery 
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6. Other Key Components of 
Internal Audit Planned Work 

 
1) Fraud – Prevention & Detection 
Counter-fraud and corruption arrangements are a high 
priority for the Council and assist in the protection of public 
funds and transparency & accountability. Under the Council’s 
Financial Regulations, the Internal Audit Team must be 
informed of any ‘financial irregularities’ and we are 
committed to responding timely to any reported or identified 
cases through carrying out our proactive work. Our proactive 
anti-fraud and corruption testing is focussed on those areas / 
systems considered to be most at risk to fraud.  
 
The CIPFA guidance (‘Code of practice on managing the risk 
of fraud and corruption’) and the CIPFA Fraud and Corruption 
Tracker (CFaCT) survey assist in assessing fraud and 
corruption risks and planning the work of the Internal Audit 
Team. Nationally, the notable areas of fraud include Housing 
Benefit, Council Tax, Housing and Tenancy, Procurement, 
Insurance, Abuse of Position, Blue Badges, and Direct 
Payments (Social Care). These areas and the risks are 
considered as part of the audit planning process and this is 
evident in the list of audit reviews recorded in Section 5. 
 
In terms of other proactive work the Cabinet Office runs a 
national data matching exercise (National Fraud Initiative - 
NFI) every two years. information must be extracted from 
several Council databases and uploaded to the NFI database 
run. The last extraction and matching of data was carried out 
in 2020/21 with the matched data reports being made 

available to participating bodies in January 2021. Therefore, the 
next exercise is scheduled for 2022/23 and will require Internal 
Audit Team input and assistance. 
The Council has an adopted Anti-Fraud and Corruption Strategy 
and associated Policies and these will be reviewed and updated in 
2022/23 
 
Staff awareness of fraud and scams is very important, and the 
Internal Audit Team provide training and periodical bulletins to 
ensure that staff are reminded of the risks and the need for 
continued diligence. This work will continue in 2022/23. 
.  
2) Corporate Governance 
The Accounts and Audit Regulations require the Council to carry 
out an annual review of its governance arrangements, and to 
produce an annual statement detailing the results of that review. 
 
The AGS must be seen as a Council wide document and it is 
reviewed and approved by the Corporate Audit Committee. The 
Leader of the Council and the Chief Executive are required to sign 
the document which is then published with the Council’s statement 
of accounts. 
 
The Internal Audit Team provide support by using an adopted 
methodology to carry out an Annual Governance  
 
3) Independent Certification of Grant Funding 
Significant funding is provided to the Council by funding bodies such 
as the West of England Combined Authority and Government 
Departments. The Internal Audit Team are required to independently 
verify expenditure and provide opinion on whether expenditure is in 
compliance with Grant Terms & Conditions. 
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        APPENDIX 2 

Internal Audit Charter 
This document sets out the purpose, authority and principal 

responsibilities of the Internal Audit Service for Bath & North East 
Somerset Council. 

1 Internal Audit's Purpose and Mission 
 
1.1 Internal Audit is an assurance function that primarily provides an independent and 

objective opinion to the Council on its control environment. Internal Audit helps the 
organisation to achieve its objectives through a systematic and disciplined approach to 
evaluate and improve the effectiveness of governance, risk management and control, 
processes. Its mission is to enhance and protect organisational value by providing risk 
based and objective assurance, advice and insight.  

 
 

2 Internal Audit's Statutory Role 
 
 2.1  The Accounts & Audit Regulations 2015 (Local Government England & Wales) states 

that: 
 

“A relevant authority must undertake an effective internal audit to evaluate the 
effectiveness of its risk management, control and governance processes, taking into 
account public sector internal auditing standards or guidance”. 
 

2.2  Section 151 of the Local Government Act 1972 requires the Council to designate an 
Officer to be responsible for “making arrangements for the proper administration” of 
the Council’s financial affairs. One of the ways by which this duty is discharged is by 
maintaining an adequate and effective Internal Audit Service. 

 
2.3  The Corporate Audit Committee responsibilities are recorded in its’ own Terms of 

Reference, which are subject to regular review. 
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3 Standards for Professional Practice of Internal Auditing 
 
3.1 Internal Audit will govern itself by adherence to the mandatory elements of The 

Institute of Internal Auditors’ International Professional Practices Framework (IPPF), 
including the Core Principles for the Professional Practice of Internal Auditing, the 
Code of Ethics, the International Standards for the Professional Practice of Internal 
Auditing, and the Definition of Internal Auditing. The Public Sector Internal Audit 
Standards 2017 are based on the mandatory elements of the IPPF and the intention of 
these CIPFA / IIA standards are to promote professionalism, quality, consistency, and 
effectiveness across the public sector. The Head of Audit & Assurance will report 
periodically to the Council’s Chief Finance Officer (S151 Officer) and the Corporate 
Audit Committee regarding Internal Audit conformance to the Code of Ethics and the 
Public Sector Internal Audit Standards. 

 
 
4 Management’s Responsibilities for Internal Control 
 
4.1 Responsibility for internal control rests fully with Management, who shall ensure that 

arrangements are appropriate and adequate. Management shall establish and 
maintain an adequate system of internal control to enable them to discharge their 
responsibilities and to ensure that the Council’s resources are properly applied in the 
manner intended. This includes responsibility for the prevention and detection of fraud.  

 
 
5 Internal Audit Responsibility & Objectives  
 
5.1  Internal Audit is responsible for carrying out an appraisal of all the Council’s activities, 

financial or otherwise, in line with this Internal Audit Charter. Internal Audit will provide 
an annual opinion to the Council (Corporate Audit Committee) and will carry out Audits 
and other assurance work in order to deliver this opinion. In addition, Internal Audit will 
report to Management any material facts that may affect the delivery of the opinion. 

 
5.2  As stated in Section 3 Internal Audit will be governed and will comply with the 

Professional Practices Framework, (including the Public Sector Internal Audit 
Standards), and will complete internal assessment of compliance with the Standards 
and an evaluation of whether internal auditors apply the Code of Ethics. The findings 
of internal assessments and any required actions will be reported to the Council’s 
Corporate Audit Committee. Compliance will also be verified through an external 
review assessment every five years. 

 
5.3 One of the key service objectives of Internal Audit will be to produce a risk based 

Annual Audit Assurance Plan for approval by the Council’s Corporate Audit 
Committee. The Audit Plan will remain flexible to take account of the Council’s 
changing environment and risk profile. 

 
5.4 Completion of all or a significant proportion of the approved Audit Plan will be a key 

performance measure of the Internal Audit Service. 
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5.5 Internal Audit will directly employ staff and contract as necessary to provide a service 

to the Council.   
 
 
6 The Scope of Internal Audit   
 
6.1  Internal Audit’s work is not limited to the Council’s financial systems and records, it 

extends to all activities of the Council. This enables Internal Audit to give an 
independent and objective opinion on the adequacy and effectiveness of governance, 
risk management and the control environment as a source of assurance to 
management. Work includes reviewing and evaluating compliance with policies, laws 
and regulations; assessing the reliability and integrity of information; and safeguarding 
Council assets.  In addition to this core internal audit work, it will undertake, where 
appropriate, other non-assurance work at the request of management. This may 
include consultancy and fraud / irregularity related work.  

 
6.2  Where appropriate, there may be instances whereby Internal Audit works in 

partnership to meet objectives and deliver services. In these instances, Internal Audit 
will decide whether to conduct the work required itself or can place reliance on the 
work carried out by other Auditors or sources of assurance. If Internal Audit were to 
carry out the work, then access rights need to be established to all systems and 
documents. Management should ensure these are established as part of the 
partnership arrangements. 

 
 
7 Internal Audit reporting lines  
 
7.1 The Head of Audit & Assurance fulfills the role of the Council’s Chief Internal Auditor / 

Chief Audit Executive as referenced in the PSIAS and reports to the Chief Finance 
Officer. The Chief Audit Executive has freedom of reporting access without fear or 
favour to all relevant Members and Officers (including the Leader of the Council, the 
Chair of the Corporate Audit Committee and the Council’s Statutory Officers - Chief 
Executive {Head of Paid Service}; Chief Finance Officer {Section 151} and the Head of 
Legal & Democratic Services {Monitoring Officer}).  

 
7.2 The Council has a Corporate Audit Committee whose Terms of Reference include 

responsibility for monitoring the performance of the Internal Audit Service and 
approving its Annual Audit Plan. The Chief Audit Executive reports regularly to the 
Corporate Audit Committee and is required on an annual basis to provide a formal 
opinion of the adequacy of the Internal Control Framework and systems to manage 
risk.  
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8 Internal Audit Independence 
 
8.1  A critical element of the performance of Internal Audit is independence from the 

activities it audits. This enables Internal Audit to form impartial and effective judgment 
for the opinions and recommendations made. To help ensure independence Internal 
Audit is allowed unrestricted access to Senior Management & Members, as stated in 
Section 7.1.  

 
8.2 Internal Auditors will be impartial, have an unbiased attitude and avoid any conflict of 

interest. Auditors will not undertake audit reviews in services where they have 
previously worked (directly working for the function or carrying out ‘consultancy 
services’) in the last two years. In terms of ‘consultancy services’ this is work which is 
going beyond providing an opinion on the control environment, i.e., they are designing 
or developing systems to fulfil an objective. 

 
8.3 Internal auditors will disclose any impairments of independence or objectivity, in fact or 

appearance, to appropriate parties.  
 
8.4 Before Internal Audit agrees to carry out consultancy services consideration will be 

given to any potential conflicts of interest. If it is concluded that the proposed work 
would compromise delivery of the service’s prime function, then the work would be 
declined. 

 
8.5 Where the Chief Audit Executive has or is expected to have roles and/or 

responsibilities that fall outside of internal auditing, safeguards will be established to 
limit impairments to independence or objectivity. 

 
8.6  The Chief Audit Executive will confirm to the Corporate Audit Committee at least 

annually of the independence of the internal audit activity. 
 
 
9 Internal Audit Fraud related work 
 
9.1  Internal Audit does not have responsibility for the prevention and detection of fraud. 

However, Internal Audit staff shall be alert in all their work, to risks and exposures that 
could allow fraud or corruption. Internal Audit work alone cannot guarantee that fraud 
and irregularities will be picked up even when work is performed in compliance with 
the Public Sector Internal Audit Standards.  

 
9.2  The main source for Internal Audit to be alerted to possible fraud and irregularities will 

be through the awareness of Council Officer and Members of the Council’s Anti-Fraud 
& Corruption Strategy and associated policies ( Anti-Money Laundering Policy; Anti-
Bribery & Corruption Policy and Whistleblowing Policy). Internal Audit maintain the 
Council’s Strategy and Policies and report on this to the Corporate Audit Committee. 
The Strategy adheres to the themes and principles of the CIPFA Local Government 
Counter Fraud & Corruption Strategy and links to the Council’s Corporate Strategy 
2020/24 stated – Purpose and Principles. 
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9.3  Internal Audit assist in the detection of fraud by assisting the Council’s Chief Financial 
Officer in taking the key co-ordination role related to the Cabinet Office National Fraud 
Initiative. Internal Audit assists Council Services in the preparation and submission of 
data to the Cabinet Officer and then the review and investigation of data matches. 

 
 
9.4 Internal Audit may also be requested by Management to assist with the investigation 

of potential cases of fraud and financial irregularities. The objective of the Internal 
Audit Service is to ensure that: 1) the matter is fully investigated and if deemed 
necessary referred for Police or disciplinary action; and 2) the system of internal 
control is enhanced to avoid a repeat of the issue. All reported irregularities would be 
investigated in line with adopted Strategies, Policies and protocols. 

 
 
10 Internal Audit's Right of Access  
 
10.1  The Accounts & Audit Regulations 2015 provides that any Officer of the Council must 

make available such documents of the Council which relates to its’ accounts and other 
records as appear to be necessary for the purpose of the Audit. 

 
In addition, the Council’s Financial Regulations state that The Chief Audit Executive or 
their authorised representative, shall have authority to: 
 
  Enter at any reasonable times, any operational or administrative Council premises 

or land and have access to all Council property;  
  Have access to (and where necessary to copy or retain) all records whether 

manually or electronically held, documentation, correspondence and computer 
systems relating to any transaction of the Council, or non-official funds operated by 
Council staff;  

  Require and receive such explanations as are necessary concerning any matter 
under examination;  

  Require any employee of the Council to produce or account for cash, stores or any 
other property under their custody or control, 

  Examine any work or services carried out for the council by an employee or 
contractor, and any goods purchased on behalf of the Council, 

  Review appraise and report on the soundness, adequacy and application of 
internal controls. This includes those controls to protect Council resources, 
property and assets from loss / waste. 
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11 Relationship with External Audit & other assurance providers  
 
11.1 The relationship between Internal Audit and the Council’s External Audit should take 

account their differing roles. The External Auditor has a statutory responsibility to 
express an opinion on the Council’s financial statements, whilst Internal Audit is 
responsible for assessing the adequacy and evaluate the effectiveness of its risk 
management, control and governance processes and advising Management 
accordingly. 

 
11.2 Internal Audit will co-operate and co-ordinate with External Audit and other review 

agents to: 
 

  Ensure that duplication of work is minimised 
  Consider joint delivery where appropriate 
  Determine the level of assurance that can be obtained from their work 
  Review the reliance that can be placed on that assurance as part of Internal Audit’s 

opinion on the control environment 
  To enable access to all Internal Audit records as appropriate. 

 
11.3 As part of its drive to secure efficiencies, Internal Audit will use all sources of 

assurance available to it to inform its opinion. 
 
12 Quality Assurance and Improvement Plan 
 
12.1 The Chief Audit Executive has developed a quality assurance and improvement 

programme that covers all aspects of the internal audit activity. It has been designed 
to enable an evaluation of the internal audit activity’s conformance with the Public 
Sector Internal Audit Standards and an evaluation of whether internal auditors apply 
the Institute of Internal Auditors Code of Ethics. Identifying opportunities for 
improvement is a key requirement of the programme. 

 
12.2 Internal assessments will be carried out to review compliance with the mandatory 

elements of the Institute of Internal Auditors International Professional Practices 
Framework. The results of internal assessments referencing any related action plans 
will be reported in the annual report to the Council’s Corporate Audit Committee. 

 
12.3 An external assessment will be carried out at least every five years by a qualified, 

independent assessor from outside the organisation. 
 
12.4 The Chief Audit Executive will inform the Corporate Audit Committee of the form of the 

external assessment and clarify the qualifications and independence of the external 
assessor. The results of the external assessment including any action plans will be 
reported in the relevant annual report to the Corporate Audit Committee. 

 
12.5 Any non-conformance to the International Standards for the Professional Practice of 

Internal Auditing and Code of Ethics will be highlighted for consideration for inclusion 
in the Council’s Annual Governance Statement.
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