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HAVANT BOROUGH COUNCIL
PUBLIC SERVICE PLAZA
CIVIC CENTRE ROAD
HAVANT
HAMPSHIRE P09 2AX

Telephone: 023 9247 4174
Fax: 023 9248 0263
Website: www.havant.gov.uk

GOVERNANCE & AUDIT COMMITTEE AGENDA

Membership:      Councillor Smith K (Chairman)

Councillors Davis, Lenaghan, Rees, Sceal and Smith D

Meeting: Governance & Audit Committee

Date: Tuesday 26 September 2017

Time: 2.00 pm

Venue: Hurstwood Room, Public Service Plaza, Civic Centre Road, 
Havant, Hampshire PO9 2AX

The business to be transacted is set out below: 

Nick Leach
Monitoring Officer

18 September 2017

Contact Officer: Nicholas Rogers 023 9244 6233
Email:  nicholas.rogers@havant.gov.uk

Page
1 Apologies  

To receive apologies for absence. 

2 Minutes  

To confirm the minutes of the Governance and Audit Committee held 
on 21 June 2017. 

1 - 4

3 Declarations of Interests  

To receive any declarations of interests
 

http://www.easthants.gov.uk/
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4 Chairman's Report  

The Chairman to report the outcome of meetings attended or other 
information arising since the last meeting of the Committee. 
 

5 External Audit Results Report 2016/17 and Audit Committee 
Briefing  

To note the External Audit Results Report 2016/17 and Local 
Government Audit Committee Briefing.

Relevant documents:

External Audit Results Report 2016/17 – to follow

Local Government Audit Committee Briefing attached
 

5 - 16

6 Statement of Accounts and Letter of Representation 2016/17  

To receive the audited Statement of Accounts 2016/17 and the 
Council’s Letter of Representation 2016/17 for approval and signing.

Relevant documents:

Covering Report to follow
Audited Statement of Accounts 2016/17 to follow
Letter of Representation 2016/17 to follow
 

To Follow

7 Internal Audit Progress Report  

To note the Internal Audit Progress Report (report attached).
 

17 - 32

8 Monitoring Officer's Update  

To receive verbal update from the Monitoring Officer.
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 GENERAL INFORMATION

IF YOU WOULD LIKE A VERSION OF THIS AGENDA, OR 
ANY OF ITS REPORTS, IN LARGE PRINT, BRAILLE, 
AUDIO OR IN ANOTHER LANGUAGE PLEASE CONTACT 
DEMOCRATIC SERVICES ON 023 9244 6231
Internet

This agenda and its accompanying reports can also be found on the Havant 
Borough Council website: www.havant.gov.uk

Public Attendance and Participation

Members of the public are welcome to attend the Public Service Plaza and 
observe the meetings. Many of the Council’s meetings allow the public to 
make deputations on matters included in the agenda. Rules govern this 
procedure and for further information please get in touch with the contact 
officer for this agenda. 

Disabled Access

The Public Service Plaza has full access and facilities for the disabled.

Emergency Procedure

Please ensure that you are familiar with the location of all emergency exits 
which are clearly marked. In the unlikely event of an emergency an alarm will 
sound.

PLEASE EVACUATE THE BUILDING IMMEDIATELY.

DO NOT RE-ENTER THE BUILDING UNTIL AUTHORISED TO DO SO

No Smoking Policy

The Public Service Plaza operates a strict No Smoking policy in all of its 
offices, corridors, meeting rooms and toilets. 

Parking

Pay and display car parking is available in the Leisure Centre car park 
opposite the Plaza.

http://www.havant.gov.uk/
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PROTOCOL AT MEETINGS – RULES OF DEBATE

Rules of Debate

 Councillors must always address each other as “Councillor …” and must 
always address the meeting through the Chairman

 Councillors may only take part in the debate if they are present at the meeting: 
video conferencing is not permissible

 A member of the Committee may not ask a standing deputy to take their place 
in the Committee for part of the meeting

 The report or matter submitted for discussion by the Committee may be 
debated prior to a motion being proposed and seconded. Recommendations 
included in a report shall not be regarded as a motion or amendment unless a 
motion or amendment to accept these recommendations has been moved and 
seconded by members of the Committee

 Motions and amendments must relate to items on the agenda or accepted by 
the meeting as urgent business

 Motions and amendments must be moved and seconded before they may be 
debated

 There may only be one motion on the table at any one time;
 There may only be one amendment on the table at any one time; 
 Any amendment to the motion can be moved provided it is (in the opinion of the 

Chairman) relevant to the matter under discussion. The amendment can be a 
direct negative of the motion.

 The mover with the agreement of the seconder may withdraw or alter an 
amendment or motion at any time

 Once duly moved, an amendment shall be debated along with the original 
motion.

 If an amendment is carried, the motion as amended shall take the place of the 
original motion and shall become the substantive motion on which any further 
amendment may be moved.

 If an amendment is rejected different amendments may be proposed on the 
original motion or substantive motion.

 If an amendment is lost, other amendments may be moved to the original 
motion or substantive motion

 If an amendment is lost and there are no further amendments, a vote will be 
taken on the original motion or the substantive motion

 If no amendments are moved to the original motion or substantive motion, a 
vote will be taken on the motion or substantive motion

 If a motion or substantive motion is lost, other motions may be moved

Voting

 Voting may be by a show of hands or by a ballot at the discretion of the 
Chairman;
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 Councillors may not vote unless they are present for the full duration of the 
item;

 An amendment must be voted on before the motion
 Where there is an equality of votes, the Chairman may exercise a second 

(casting) vote;
 Two Councillors may request, before a vote is taken, that the names of those 

voting be recorded in the minutes
 A Councillor may request that his/her vote be recorded in the minutes
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Governance & Audit Committee 

21 June 2017

HAVANT BOROUGH COUNCIL

At a meeting of the Governance & Audit Committee held on 21 June 2017

Present 

Councillor Smith K (Chairman)

Councillors Lenaghan, Sceal, Smith D and Carpenter (Standing Deputy)

90 Apologies 

Apologies for absence were received from Councillors Davis and Rees. 

91 Minutes 

RESOLVED that the minutes of the Governance and Audit Committee held on 
8 March 2017 and the minutes of the Extraordinary Governance and Audit 
Committee held on 24 April 2017 be approved as a correct record. 

92 Matters Arising 

There were no matters arising.

93 Declarations of Interest 

There were no declarations of interest. 

94 Chairman's Report 

There were no matters that the Chairman wished to report.

95 Annual Internal Audit Report and Opinion 

The Committee considered a report presented by Antony Harvey and Amanda 
Chalmers of the Southern Internal Audit Partnership, who joined the meeting for 
the debate on this item and answered members’ questions in connection with 
the report.

The report provided the Committee with the Chief Internal Auditor’s opinion on 
the overall adequacy and effectiveness of the Council’s framework of 
governance, risk management and control for the year ending 31 March 2017. 
The Committee was assured that the Council’s framework was adequate and 
where weaknesses had been identified, work had been undertaken with 
Council management to agree appropriate corrective actions.

During the course of the debate, members requested that internal auditors 
consider conducting a benchmarking survey to compare the number of frauds / 
errors identified with similar local authorities. 
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RESOLVED that the Annual Internal Audit Report and Opinion for 2016/17 from 
the Southern Internal Audit Partnership be approved.

96 External Audit Papers 

The Committee considered the report presented by Ernst and Young LLP. 
Andrew Brittain of Ernst and Young LLP joined the meeting for the debate on 
this item and answered members’ questions in connection with the report.

The Audit Plan set out how the external auditors intended to carry out their 
responsibilities and provide the Committee with a basis to review their 
proposed audit approach and scope for the 2016/17 audit. 

The Local Government Audit Committee Briefing summarised current issues 
facing the Local Government sector. 

RESOLVED that the Audit Plan for the year ending 31 March 2017 and the 
Local Government Audit Committee Briefing from external auditors be noted.  

97 Annual Governance Statement 2016-17 

The Committee considered a report from the Governance and Information 
Manager detailing the Annual Governance Statement for 2016/17. The 
Monitoring Officer introduced this report and answered member’s question in 
relation to the paper.

During the course of the debate, the Monitoring Officer advised that in the 
Annual Governance Statement for 2017/18, the Council’s policies for anti fraud 
and corruption, anti-bribery and whistle-blowing would be moved from the 
Constitution to the Policy Hub. 

RESOLVED that the Annual Governance Statement for 2016/17 be approved 
for inclusion in the Statement of Accounts 2016/17 for Havant Borough Council 
subject to:

1) The following amendments:

a) reference on page 9 of the submitted Statement to the Council’s 
‘Governance and Audit Scrutiny Committee’ be amended to read 
‘Governance and Audit Committee’; and 

b) the final sentence on page 11 of the submitted Statement be 
amended to read ‘Ernst and Young LLP also provided an unqualified 
conclusion of the Council’s arrangements to secure Value for Money’.

2) The officers reviewing the wording of paragraph 3 on page 11 of the 
submitted Statement to ensure clarity.
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98 Monitoring Officer's Update 

The Monitoring Officer informed the Committee that six Code of Conduct 
complaints against Councillors had been received in 2017. Two were currently 
outstanding, and no further action had been taken against the other complaints 
received. 

The meeting commenced at 5.00 pm and concluded at 5.45 pm





Local
Government
audit committee
briefing
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1 Local Government Audit Committee Briefing

This sector briefing is one of 
the ways that we support you 
and your organisation in an 
environment that is constantly 
changing and evolving.

It covers issues which may have an impact on your 
organisation, the Local Government sector, and 
the audits that we undertake.

The briefings are produced by our public sector 
audit specialists within EY’s national Government 
and Public Sector (GPS) team, using our public 
sector knowledge, and EY’s wider expertise across 
UK and international business.

The briefings bring together not only technical 
issues relevant to the Local Government sector but 
wider matters of potential interest to you and your 
organisation.

Links to where you can find out more on any of 
the articles featured can be found at the end of 
the briefing. 

We hope that you find the briefing informative 
and should this raise any issues that you would 
like to discuss further, please contact your local 
audit team.
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EY Item Club Forecast 
The latest EY Item Club forecast projects that UK GDP will grow 
by 1.8% this year, in line with last year’s outcome. Rather than 
meaning that nothing has changed in the economy, it masks an 
underlying shift in the balance of demand following the fall in the 
pound after last June’s Brexit vote — and means the economy is 
already adjusting to life outside the EU.

It expects growth to slow down during the course of this year, 
leaving 2018 and 2019 looking weaker at growth rates of 1.2% and 
1.5% respectively.

As consumption grows, the shift in demand that’s underway 
essentially involves a rebalancing from consumption to overseas 
trade. Last year, consumption effectively accounted for all the 
growth in demand, with overseas trade subtracting 0.4% from 
UK GDP growth. But with the savings ratio at a record low, this 
year sees a major slowdown in consumption as inflation bites into 
spending power. Meanwhile, net trade is projected to add to GDP in 
every year covered by this forecast.

This adjustment is being helped by a timely revival in our overseas 
markets. World trade and industrial output are growing faster 
than at any time since 2010, when they bounced back from the 
recession. For once, the recent economic data has surprised on 
the upside — not just in the UK but also in the US and Eurozone. 

This revival partly reflects the knock-on effects of the collapse in 
commodity prices in 2015. And their recent recovery has pushed 
inflation back close to target levels almost everywhere, easing 
worries about deflation, especially in the Eurozone.

Despite the bright spots, political risks remain. In the US, the 
‘Trump bump’ in the financial markets has been followed by 
another increase in consumer and business confidence. As a 
result, consumer confidence there is now stronger than at any 
time since the dot-com boom in 2000. However, as president, 
Donald Trump is facing political challenges in delivering some of 
his campaign promises — a situation that makes the likelihood, 
timing and magnitude of US policy initiatives very uncertain. 
What’s more, any initiatives he does succeed in delivering could 
either help or hinder the UK’s adjustment to life outside the EU.

Against this mixed background, UK exporters are currently 
enjoying the benefits of Single Market membership as well as 
the devaluation in sterling and the revival in the world economy. 
We are assuming they will be trading under World Trade 
Organisation (WTO) rules in two years’ time, although it’s possible 
that the Government will be able to negotiate more favourable 
transition arrangements, perhaps followed by free trade 
agreements. These arrangements would make the adjustment 
smoother than the WTO option and provide some upside potential. 

In respect of Brexit, firms may not have the confidence to invest 
until they see the shape of the new trading and immigration 
arrangements. The forecast sees investment falling this year and 
again in 2018, holding back demand and longer-term economic 
performance. As the countdown to Brexit begins, it’s clear that UK 
businesses will be living with uncertainty for some time to come.

Government and 
economic news

http://qmr.kingsfund.org.uk/2017/23?_ga=2.66438382.1348266546.1496395764-2076799833.1476289489/
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WannaCry ransomware attack
On Friday 12 May 2017, a global ransomware attack occurred 
across a whole range of sectors, including healthcare, 
government, telecommunications and gas, spreading to over 
300,000 systems in over 150 countries. This affected many 
NHS Providers throughout the UK including the ability of some to 
provide a full suite of healthcare.

Over the last five years the number of attacks has grown 
tremendously as cyber criminals demand relatively small amounts 
of money in return for the data they hold hostage. However the 
return of data does not always happen.

WannaCry was used in conjunction with self-propagating malware 
allowing it to spread aggressively to other computers over an 
organization’s network without requiring further interaction from 
users. This is the first time ransomware has been used in this way. 

Why is this attack significant?

The global scale of indiscriminate targeting emphasizes the 
need for all companies, private and public, to pay attention to 
security basics:

 ► Keep systems up-to-date with software patches

 ► Make regular backups of data

 ► Educate users not to click suspicious links

The overall cost of the disruption is significant, but variable by 
sector and organization. Actual costs to organizations is not yet 
known, and will differ for every victim, but could have long lasting 
effects in the NHS if it lead to delayed or cancelled treatments.

Steps to take now

The WannaCry incident highlights the need for organizations to 
get the cybersecurity basics right:

1. Identify and manage the organization’s cyber risks, with 
a specific focus on the priority cyber threats and breach 
scenarios that could disrupt operations or have other negative 
impacts on the organization.

2. Educate the organization’s employees in good 
cybersecurity practices and the use of third-party assessment/
assurance programs.

3. Maintain awareness of the cyber threat environment. Cyber 
criminals and other attackers are constantly evolving their 
methods to create ever-more effective ways of exploiting 
vulnerabilities for monetary gain or disruption purposes. 
Often this involves interfering with data integrity rather than 
compromising its confidentiality.

4. Maintaining and regularly reviewing elements of a 
cybersecurity program will provide a strong foundation for 
building cyber resilience into your organization: patch often, 
define your cyber incident response process, back up regularly 
and practice response scenarios.

Accounting, 
auditing and 
governance
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Preventive measures to reduce the risk of ransomware

EY member firms range of cybersecurity services — including 
proactive penetration testing, cyber transformation and Managed 
Security Operations Centers — can be leveraged to prevent a 
ransomware outbreak within an organization:

 ► Ensure vulnerability and patch management policies and 
procedures are up to date and are implemented through 
appropriate change control procedures. Where out-of-date 
and legacy operating systems are used, seek guidance from 
vendors on further steps.

 ► Maintain an effective enterprise incident response and 
business continuity plan that is tested and measured for 
effectiveness against ransomware and other potential attack 
methods, as well as updated to reflect the current cyber 
threat environment.

 ► Ensure the organization has a security awareness training 
program in place with proactive testing, including screenshots 
of what to look out for. Clear guidance should be provided on 
the immediate steps alongside incident reporting guidelines. 
This should be communicated to all users and third parties who 
connect to the organization’s network.

 ► Ensure regular, tested backups are in place to mitigate effects 
of possible infection and speed the recovery process in lieu of 
succumbing to ransom payment demands.

 ► Seek assurance from third parties who connect to your 
network that they are following similar actions to yourself and 
that they are appropriately protecting themselves.

 ► Implement endpoint monitoring, giving security operations 
teams the visibility into malicious behaviour occurring in the 
environment.

 ► Identify critical systems and data and confirm these are 
connected to Internet only when necessary.

 ► Make sure to test the security program with frequent 
penetration tests across the estate.

 ► Review how proactive security monitoring of the entire 
environment via a Security Operations Center (SOC) could 
enable faster detection and response to incidents.

Response considerations in the event of an attack

If an organization believes it is compromised, or is in the 
process of being compromised, then the following activities 
can help to provide a rapid response, damage containment and 
communications to end users:

 ► Disconnect infected machines from the network and take all 
backups offline. These could become encrypted as well if left 
connected to the network.

 ► EY FIDS’s Forensic Technology & Discovery Services team can 
be quickly mobilized to help companies:

 ► Forensically analyse network and host systems to detect 
early indications of penetration by ransomware to allow 
more rapid response and remediation.

 ► Forensically detect, identify and contain ransomware 
malware based on previous experience with ransomware 
negotiations and ransomware eradication. Forensically 
circumvent ransomware and/or recover data from 
damaged systems and/or backups, and verify that 
recovered data are clean from ransomware contamination.

 ► Forensically image and preserve highly sensitive impacted 
machines to help ensure the systems and data are not 
destroyed by ransomware.

 ► Collect and preserve IT and business evidence in a 
forensically sound manner, and then deliver internal or 
stakeholder investigations and support disputes with 
customers, service providers, and requirements for 
regulatory reporting.

 ► Activate your incident response plan and don’t treat the 
investigation as merely an IT issue; there should be cross-
functional representation in the investigation team such as: 
legal, compliance, information security, business, PR, HR, etc.

 ► Identify and address vulnerabilities in the environment, 
sufficiently harden the environment to complicate the 
attacker’s effort to get back in, enhance the ability to 
detect and respond to future attacks, and prepare for 
eradication events.

 ► Activate your business continuity plan. Prepare data based on 
varying requirements for regulatory inquiries or civil suits.

http://qmr.kingsfund.org.uk/2017/23?_ga=2.66438382.1348266546.1496395764-2076799833.1476289489/
http://www.ey.com/gl/en/services/advisory/ey-cybersecurity-security-operations-centers
http://www.ey.com/Publication/vwLUAssets/EY-Forensic-analysis-with-leading-technology-the-intelligent-connection/$FILE/EY-Forensic-analysis-with-leading-technology-the-intelligent-connection.pdf
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Women and leadership
The King’s Fund recently drew attention to a couple of reports on 
women in leadership roles:

 ► NHS Women on Boards: 50:50 by 2020 (see http://www.
nhsemployers.org/case-studies-and-resources/2017/03/nhs-
women-on-boards-5050-by-2020)

 ► Women in finance

These reports draw attention to the problems some women face 
in obtaining senior leadership positions within the NHS and other 
organisations. While there are typically more women that start 
in finance roles than men there are few women that move up the 
management ladder. The main reason for this is thought to be 
organisational culture. 

A study in 2016 across a range of sectors found that unsupportive 
workplace cultures present the most significant barrier for 
women to progress their career. This was the case for female 
respondents in most age categories. Gender inequality and 
discrimination were reported with women feeling that they have to 
over-perform simply because of their gender. Recommendations 
following this study included building closer relationships 
between men and women in the workplace, and the provision of 

opportunities to discuss gender issues experienced within the 
organisational culture.

Organisational culture, such as the drive for a more inclusive 
approach to leadership development, is currently receiving 
considerable attention in the NHS. Given the NHS is made up of 
a predominantly female workforce, the impact of such a culture 
is largely upon women. Despite 77 percent of the NHS workforce 
being female there is generally a much lower percentage of 
women in senior leadership positions. For the NHS Improvement/
NHS Employers target of 50:50 representation on boards to be 
achieved 500 more women would need to be appointed to board-
level positions by 2020.

The NHS report also advocates gender-specific learning in NHS 
training programmes, covering topics such as unconscious bias, 
management of flexible working practices and specific female 
coaching, mentoring and sponsorship.

Within the EY Assurance service line we have many experts in 
Culture and have provided various services across the NHS and 
Local Government. If you would like to discuss any of these past 
projects, or a new one for your body, please contact your local 
engagement lead who can provide more information.

2018/19 Code of Practice on Local Authority 
Accounting Consultation
CIPFA/LASAAC are consulting on the 2018–19 Code of Practice on 
Local Authority Accounting in the United Kingdom.

The consultation closes on 6 October 2017 with responses direct 
to CIPFA. The following changes are being consulted on: 

 ► IFRS 9 Financial Instruments

 ► IFRS 15 Revenue from Contracts with Customers

 ► Narrow scope amendments to International Financial 
Reporting Standards 

 ► Legislative and policy changes.

Further information is available from Paul Mayers, Audit Manager, 
on 07972 221 078 or paul.mayers@nao.gsi.gov.uk.

http://www.nhsemployers.org/case-studies-and-resources/2017/03/nhs-women-on-boards-5050-by-2020
http://www.nhsemployers.org/case-studies-and-resources/2017/03/nhs-women-on-boards-5050-by-2020
http://www.nhsemployers.org/case-studies-and-resources/2017/03/nhs-women-on-boards-5050-by-2020
mailto:paul.mayers%40nao.gsi.gov.uk?subject=
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Other news
Use of Housing Companies
Housing lawyer Ian Doolittle has stated that there are over 40 
councils which have or are currently working towards setting 
up housing companies, with this figure expecting to increase 
over the coming years. 

The reasoning behind setting the companies up can vary from 
building homes to sell and rent at market rates, to building 
social housing separate to the HRA. The message from central 
government regarding this is that any means to help the 
current housing crisis is welcomed.

Deputy Chief of the Chartered Institute of Housing (CIH) 
Gavin Smart spoke about the benefits housing companies can 
have in serving different market segments, however was wary 
regarding whether the new homes are genuinely affordable. 

He stated that councils must prioritise building new home at 
social rent levels. 

An interesting aspect around the housing companies being set 
up is that responsible borrowing of money from the General 
Fund does not count towards the HRA Debt cap. This is being 
seen as an attractive option for many councils who have 
reached the debt cap which was introduced in 2012.

With private developments not meeting demand and private 
housing carrying a high cost it seems Housing Companies 
could be seen as an important mechanism in achieving the 
Government’s aim to build one million new homes over the next 
five years.

For advice on the implications of setting up a Housing Company 
please speak to your audit engagement team.

EY Local government audit committee 
members governance forum
Between April and July we held five events across the country 
for local government audit committee chairs and members 
to meet, network, gain some EY insights and learn from each 
other on topical governance challenges facing the sector. 
We’ve met almost 80 members some with a few weeks 
experience and others with many decades, some who may well 
have been just out of school, others far wiser but all passionate 
about their local communities their roles as elected officials.

In this section of the briefing we share with you the benefits 
members obtained from attending our events and our plans for 
the future.

We focused each forum on the current hot topic in the sector — 
commercialisation and what it means for audit committees. 
Notwithstanding the challenge posed by the simple question 
of ‘what does commercialisation mean’, the variety of ongoing 

and emerging activities was striking ranging from advertising 
on roundabouts to building new crematorium and establishing 
housing development companies. Some key threads for 
members was public perception of authorities acting 
commercially, the need for authorities to ensure that they 
have the right capabilities, capacity, are focused on the long 
term and that the organisational culture matches the direction 
of travel.

Audit committee members had some concerns that they only 
tend to see commercial activities after they had been signed 
and sealed rather than providing challenge on governance and 
accountability before deals are completed.

Members valued the opportunity to meet peers, network and 
connect and hear how others are tackling similar issues using 
different approaches. Members also valued the insights that EY 
brings from our engagement with a wide range of authorities 
and other organisations around the country.

Next steps
Following the overwhelmingly positive feedback from 
attendees we plan to run these forum every six months. 
We will seek input from members to set the agenda but 

ensure sufficient time for networking and sharing and suspect 
the commercialisation agenda will remain the hot topic. 
Please liaise with your engagement partner and audit manager 
for details of dates and venues.

Outcome of Local Government Tender 
Process
The Public Sector Audit Appointments Limited (PSAA) 
announced the results of the Local Government tender on 20 
June 2017, and we are delighted to say that we have been 
successful in retaining our 30% share of the Local Government 
external audit market. Details of the announcement can be 
found on the PSAA website.

Since 2012, we have invested and committed to the growth of 
our public sector assurance team, and we believe this outcome 
reflects the feedback our clients and the PSAA have given 
us on the quality, efficiency and effectiveness of our service. 
This is also evidenced by our AQRT scores, which is discussed 
below. We are committed to the public sector and going 
forward we are extremely pleased that we are the leading Big 4 
firm delivering audit services to the local government sector.

http://qmr.kingsfund.org.uk/2017/23?_ga=2.66438382.1348266546.1496395764-2076799833.1476289489/
http://www.psaa.co.uk/press-release-procurement-of-audit-services-delivers-outstanding-results/
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Between now and the end of December 2017, PSAA will be 
consulting with audited bodies on the proposed appointed 
auditor to determine the allocation of audit clients. We will be 
actively participating in the process, with our primary focus on 
ensuring the allocations safeguard independence, objectivity, 
and ensuring we are able to continue to deliver high quality, 
efficient and effective audits. 

In the meantime, we are continuing to work to support our 
clients in preparing for the faster closure of accounts from 
the 2017/18 financial year. We recognise the journey our 
local government clients are making to transform and ensure 
sustainable public services. We are committed to work with our 
clients to share our insights from the vast range of services we 
provide in the public sector.

Financial Reporting Council’s (FRC) Audit 
Quality Inspection Results 
Executing high quality audits continues to be our highest 
priority. Ensuring that we deliver high quality audits is 
fundamental to our business and our public service obligation. 
We are therefore committed to a significant and sustained 
investment in audit quality.

EY’s investment continues to be reflected in the FRC’s 
inspection results

The firm is subject to external inspection by the FRC’s Audit 
Quality Review Team (AQRT), the ICAEW’s Quality Assurance 
Department (QAD) and the Public Company Accounting and 

Oversight Board (PCAOB) from the US. The AQRT‘s scope is 
the audits of FTSE 350 and other public interest companies 
in the UK and it issues public reports outlining its work 
and conclusions.

We are delighted that 88% of our audits inspected by the 
AQRT this year were assessed as requiring no more than 
limited improvements and that once again no audits subject to 
review were identified as requiring significant improvements. 
The results of the FRC AQRT report published in June 2017, as 
presented in the chart below, reflect our sustained investment 
in audit quality.

Figure 1. Bar chart showing the FRC Audit Quality Review Team inspection results for EY, PwC, Deloitte and KPMG 

Percentage of inspected audits by assessment category in the FRC's AQRT
inspections 2016/17 across the Big Four 
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Key questions for the Audit Committee
Does your organisation and its partners have in place IT 
security arrangements which minimise the risk and impact of 
cyber attacks? 

Is your culture allowing women to progress to senior positions?

Are you aware of the commercial activities of your authority? 
What assurance have you sought on the adequacy of risk 
identification, effectiveness of risk management and the 
arrangements for optimising benefits realisation?

Are you assured that all financial considerations have been 
addressed? Including appropriate due diligence, staying within 

Find out more
EY Item Club Forecast 

http://www.ey.com/uk/en/issues/business-environment/financial-
markets-and-economy/item---forecast-headlines-and-projections

WannaCry ransomware attack

http://www.ey.com/gl/en/services/advisory/ey-wannacry-
ransomware-attack

state aid rules, understanding the impact on the minimum 
revenue provision and clarity on the longer term revenue 
implications of capital investments.

Do you know about the significant commercial activities in the 
pipeline? What assurance do you have that business cases are 
robust and realistic?

Has your authority recently discussed and agreed its 
risk appetite?

Women and leadership

http://www.nhsemployers.org/case-studies-and-
resources/2017/03/nhs-women-on-boards-5050-by-2020

Use of Housing Companies

http://www.publicfinance.co.uk/feature/2016/10/company-
houses-how-councils-are-constructing-new-model-housing

http://qmr.kingsfund.org.uk/2017/23?_ga=2.66438382.1348266546.1496395764-2076799833.1476289489/
http://www.ey.com/uk/en/issues/business-environment/financial-markets-and-economy/item---forecast-headlines-and-projections
http://www.ey.com/uk/en/issues/business-environment/financial-markets-and-economy/item---forecast-headlines-and-projections
http://www.nhsemployers.org/case-studies-and-resources/2017/03/nhs-women-on-boards-5050-by-2020
http://www.nhsemployers.org/case-studies-and-resources/2017/03/nhs-women-on-boards-5050-by-2020
http://www.publicfinance.co.uk/feature/2016/10/company-houses-how-councils-are-constructing-new-model-housing
http://www.publicfinance.co.uk/feature/2016/10/company-houses-how-councils-are-constructing-new-model-housing
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HAVANT BOROUGH COUNCIL

GOVERNANCE AND AUDIT COMMITTEE 26 September 2017

INTERNAL AUDIT PROGRESS REPORT 2017-18 (July 2017)
Head of Southern Internal Audit Partnership ITEM NO 7

FOR DECISION

Key Decision: No

1.0 Purpose of Report

1.1 The purpose of this paper is to provide the Governance and Audit Committee 
with an overview of internal audit activity against assurance work completed in 
accordance with the approved audit plan and to provide an overview of the 
status of ‘live’ reports.

2.0 Recommendation

2.1 That the Governance and Audit Committee note the Internal Audit Progress 
Report (July 2017) as attached. 

3.0 Summary 

3.1 Under the Accounts and Audit (England) Regulations 2015, the Council is 
responsible for:

 ensuring that its financial management is adequate and effective and that 
it has a sound system of internal control which facilitates the effective 
exercise of functions and includes arrangements for the management of 
risk; and

 undertaking an adequate and effective internal audit of its accounting 
records and of its system of internal control in accordance with the proper 
practices in relation to internal control.

3.2 In accordance with the Public Sector Internal Audit Standards and the 
Council’s Internal Audit Charter, the Chief Internal Auditor is required to 
provide a written status report to the Governance and Audit Committee, 
summarising:

‘communications on the internal audit activity’s performance relative to its 
plan.’



3.3 Appendix 1 summarises the performance of Internal Audit for 2017-18.

4.0 Implications 

4.1 Resources:
Internal Audit is provided through the Southern Internal Audit Partnership. The 
audit plan consists of 380 audit days and remains fluid throughout the year to 
meet the changing needs of the Council. 

4.2 Legal: 
Compliance with the Accounts and Audit (England) Regulations 2015.

4.3 Strategy:
Internal audit plays a vital role in helping the organisation accomplish its 
objectives by bringing a systematic, disciplined approach to evaluate and 
improve the effectiveness of risk management, control and governance 
processes. 

4.4 Risks: 
The audit needs assessment follows a risk based audit approach taking 
cognisance of the Council’s risk register.

4.5 Communications:
None directly from this report.

4.6 Customers & Community: 
None directly from this report although improvements to controls and 
governance arrangements will ensure more efficient and effective service 
delivery.

4.7 Integrated Impact Assessment (IIA): 
n/a

5.0 Consultation

5.1 The report has been discussed and noted by the Management Team who met 
at the Executive Board on 15 August 2017.

Appendices:
Appendix 1 – Internal Audit Progress Report 2017-18

Agreed and signed off by:
Legal Services: Sara Bryan
Finance: Tom Horwood

Contact Officer: Neil Pitman
Job Title: Head of Southern Internal Audit Partnership
Telephone: 01962 845139
E-Mail: neil.pitman@hants.gov.uk

mailto:neil.pitman@hants.gov.uk
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Internal Audit Progress Report

July 2017
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1. Role of Internal Audit

The requirement for an internal audit function in local government is detailed within the Accounts and Audit (England) Regulations 2015, 
which states that a relevant body 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.’ 

The standards for ‘proper practices’ are laid down in the Public Sector Internal Audit Standards [the Standards  - updated 2017].

The role of internal audit is best summarised through its definition within the Standards, as an: 

The Council is responsible for establishing and maintaining appropriate risk management processes, control systems, accounting records and 
governance arrangements.  Internal audit plays a vital role in advising the Council that these arrangements are in place and operating 
effectively.  

The Council’s response to internal audit activity should lead to the strengthening of the control environment and, therefore, contribute to the 
achievement of the organisations objectives.

‘Independent, objective assurance and consulting activity designed to add value and improve an organisations operations.  It helps an 
organisation accomplish its objectives by bringing a systematic, disciplined approach to evaluate and improve the effectiveness of risk 
management, control and governance processes’. 
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2. Purpose of report

In accordance with proper internal audit practices (Public Sector Internal Audit Standards), and the Internal Audit Charter the Chief Internal 
Auditor is required to provide a written status report to ‘Senior Management’ and ‘the Board’, summarising:

The status of ‘live’ internal audit reports;

an update on progress against the annual audit plan;

a summary of internal audit performance, planning and resourcing issues; and

a summary of significant issues that impact on the Chief Internal Auditor’s annual opinion.

Internal audit reviews culminate in an opinion on the assurance that can be placed on the effectiveness of the framework of risk management, 
control and governance designed to support the achievement of management objectives of the service area under review.  Assurance opinions 
are categorised as follows:

Substantial A sound framework of internal control is in place and operating effectively.  No risks to the achievement of system 
objectives have been identified

Adequate Basically a sound framework of internal control with opportunities to improve controls and / or compliance with the control 
framework.  No significant risks to the achievement of system objectives have been identified

Limited Significant weakness identified in the framework of internal control and / or compliance with the control framework which 
could place the achievement of system objectives at risk

No Fundamental weaknesses  identified in the framework of internal control or the framework is ineffective or absent with 
significant risk to the achievement of system objectives
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3. Performance dashboard 

% of plan 
delivered 
(including 

carry forward)

7% 
Complete

43 % Yet to 
Commence

50% Work 
in Progress

% Positive Customer Feedback

Actual 
96%

Target 
90%

Compliance with Public Sector Internal Audit Standards / Local Government Application Note

An ‘External Quality Assessment’ of the Southern Internal Audit Partnership was undertaken by the 
Institute of Internal Auditors (IIA) in September 2015.  The report concluded: 

 ‘It is our view that the Southern Internal Audit Partnership ‘generally conforms’ (top grading) to all of the 
principles contained within the International Professional Practice Framework (IPPF); Public Sector Internal 
Audit Standards (PSIAS); and the Local Government Application Note (LAGN). 

In accordance with PSIAS, a further self assessment was completed in April 2017 concluding that the 
Southern Internal Audit Partnership continues to comply with all aspects of the IPPF, PSIAS and LGAN.
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4. Status of ‘Live’ Reports

Management Actions
(‘High Priority’)

Audit Review Report 
Date

Audit 
Sponsor

Assurance 
Opinion

Reported Not 
Accepted

Pending Cleared Overdue

Insurance 01/04/16 HoF Adequate 2 (0) 0 (0) 1 (0) 1 (0) 0 (0)

Local Government Transparency Code 
2015 06/05/16 HoF Adequate 7 (3) 0 (0) 3 (1) 4 (2) 0 (0)

Contract Management 16/08/16 HoPRQ Adequate 3 (2) 0 (0) 0 (0) 3 (2) 0 (0)

Lease Income 10/10/16 HoD Adequate 1 (0) 0 (0) 0 (0) 1 (0) 0 (0)

Procurement 13/10/16 HoPRQ Adequate 5 (3) 0 (0) 2 (0) 3 (3) 0 (0)

Accounts Payable 11/01/17 HoF Adequate 3 (0) 0 (0) 1 (0) 2 (0) 0 (0)

Accounts Receivable 16/01/17 HoF Adequate 2 (0) 0 (0) 0 (0) 2 (0) 0 (0)

Business Continuity Planning / Disaster 
Recovery 30/01/17 HoOD Adequate 9 (1) 0 (0) 6 (1) 3 (0) 0 (0)

Health and Safety 06/03/17 HoOD Adequate 4 (0) 0 (0) 2 (0) 2 (0) 0 (0)

Information Governance 26/04/17 HoCS Limited 19 (7) 0 (0) 13 (2) 6 (5) 0 (0)

Main Accounting 27/04/17 HoF Substantial 1 (0) 0 (0) 1 (0) 0 (0) 0 (0)

Developers Obligations and 
Contributions / Community 
Infrastructure Levy (CIL)

15/06/17 HoP Adequate 9 (5) 0 (0) 3 (0) 6 (5) 0 (0)

Norse South East – Governance 
Arrangements

19/06/17 HoSC Adequate 3 (0) 0 (0) 1 (0) 2 (0) 0 (0)
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Audit Review Report 
Date

Audit 
Sponsor

Assurance 
Opinion

Management Actions
(‘High Priority’)

Reported Not 
Accepted

Pending Cleared Overdue

Risk Management 26/06/17 HoCS Adequate 3 (0) 0 (0) 3 (0) 0 (0) 0 (0)

Planning Development / Fee Income 24/08/17 HoP Adequate 0 (0) 1 (0) 0 (0) 0 (0) 0 (0)

Audit Sponsor

Head of Organisational Development HoOD

Head of Customer Services HoCS

Head of Finance HoF

Head of Programmes, Redesign and Quality HoPRQ

Head of Research and Marketing HoRM

Head of Planning HoP

Head of Neighbourhood Support HoNS

Head of Coastal Partnership HoCP

Head of Development HoD
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Audit Sponsor

Head of Strategic Commissioning HoSC

Head of Property Services HoPS

5. Executive Summaries of new reports published concluding a ‘Limited’ or ‘No’ assurance opinion

There are no new reports published concluding a ‘Limited’ or ‘No’ assurance opinion.

6. Fraud and Irregularities

In accordance with the Local Government Transparency Code 2015 there is a requirement on local authorities to publish the following 
information with regard counter fraud work:

Local Government Transparency Code 2015 

Part 2 Requirements - Fraud

01.04.17 – 31.07.17

Number of occasions powers under the Prevention of Social Housing Fraud (Power to Require Information) (England) 
Regulations 2014, or similar powers have been used Nil

Total number (absolute and full time equivalent) of employees undertaking investigations and prosecutions of fraud 2 fte*

Total number (absolute and full time equivalent) of professionally accredited counter fraud specialists 4 fte*

Total amount of time spent by the authority on the investigation and prosecution of fraud 12 days
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Local Government Transparency Code 2015 

Part 2 Requirements - Fraud

01.04.17 – 31.07.17

Total number of fraud cases investigated 0**

*relates to internal audit staff across the wider SIAP only (does not include other areas of the Council that may affect reported figures i.e. legal, HR, Trading Standards, 
departmental investigating officers etc.)

**the definition of fraud is as set out by the Audit Commission in Protecting the Public Purse - ‘the intentional false representation, including failure to declare information 
or abuse of position that is carried out to make gain, cause loss or expose another to the risk of loss.’

***relates to SIAP staff only and includes time spent on proactive fraud initiatives to identify or prevent potential fraud that may not result in a formal investigation or 
prosecution.  



Internal Audit Progress Report – July 2017

                                                                                                                             10                                                                                                       

7. Planning & Resourcing

The internal audit plan for 2017-18 was discussed by the Executive Board on 02 February 2017 and approved by the Governance and Audit 
Committee on 08 March 2017. 

The audit plan remains fluid to provide a responsive service that reacts to the changing needs of the Council.  Progress against the plan is 
detailed within section 8.

8. Rolling Work Programme

Audit Review Audit 
Sponsor

Scoping Audit 
Outline 
Issued

Fieldwork Draft 
Report 
Issued

Final 
Report 
Issued

Assurance 
Opinion

Tracker
( on schedule

 Delay)

Comment

2017-18 Reviews

Six Council Partnership

Partnership Governance 
Arrangements (6 Council 
Transition)*1

HoSC    

Performance Management *1 HoPRQ    

Human Resources *1 HoOD    

Environmental Health / 
Licencing

HoNQ
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Audit Review Audit 
Sponsor

Scoping Audit 
Outline 
Issued

Fieldwork Draft 
Report 
Issued

Final 
Report 
Issued

Assurance 
Opinion

Tracker
( on schedule

 Delay)

Comment

Six Council Partnership – Core Financial Systems (Migrating Systems)

Lease Income / Asset 
Management *1

HoPS    

Accounts Payable *1 HoF

Accounts Receivable / Debt 
Management *1

HoF

Main Accounting *1
HoF

Treasury Management *1
HoF

Payroll *1
HoF

   

Management Reporting *1
HoF

Financial Service Transfer 
(CAPITA)

HoF
 

Finance System Data Migration HoF

Six Council Partnership – Core Financial Systems (Business as usual)

Income Collection and Banking HoCS
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Audit Review Audit 
Sponsor

Scoping Audit 
Outline 
Issued

Fieldwork Draft 
Report 
Issued

Final 
Report 
Issued

Assurance 
Opinion

Tracker
( on schedule

 Delay)

Comment

Council Tax HoCS    

NNDR HoCS    

Six Council Partnership - ICT

ICT Provider Transfer *1 HoPRQ    

Strategic Objectives

Strategic Planning HoOD    

Commercial Property 
Investments

HoPS

New Homes Bonus HoP

Corporate governance

CIPFA/Tecaff Fraud Survey HoF  n/a  n/a  n/a 

Proactive Fraud Initiatives 
(Mobile Devices)

HoF  N/A  

Proactive Fraud Initiatives 
(Fraud Risk Register/Analytics)

HoF

Proactive Fraud Initiatives 
(Training)

HoF  N/A  
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Audit Review Audit 
Sponsor

Scoping Audit 
Outline 
Issued

Fieldwork Draft 
Report 
Issued

Final 
Report 
Issued

Assurance 
Opinion

Tracker
( on schedule

 Delay)

Comment

National Fraud Initiative (NFI) HoF N/A N/A  

Information Governance HoPRQ    

Business As Usual

Planning Development / Fee 
Income

HoP      Adequate 

Norse South East – Governance 
and Performance

HoSC

Norse South East – Assurance 
Mapping

HoSC  

Norse South East – Business 
Continuity

HoSC

*1 - Reviews related to the Six Council Partnership that will cover HBC and EHDC, which are included in both Councils’ audit plans.   
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