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Purpose: This briefing note provides the Committee with an update on a Risk Based 

Internal Audit approach, the updates required to the Risk Management 
framework to enable this and the action being taken to address outstanding 
Internal Audit recommendations. 

 

 
Recommendation(s):  
 

1) That Committee note the contents of the report and the action being taken. 
 

 
1.0  BACKGROUND 
 
1.1 Risk Based Internal Audit Approach 
 
1.1.1 The current approach to determining the Internal Audit Plan of work has been to provide a 

comprehensive programme of review work over a three year period, with each year 
providing sufficient audit coverage to give annual opinions, which can be used to inform the 
organisation’s Annual Governance Statement. This approach whilst partially being based 
on the Council’s Risk Register also entailed an Audit Needs Assessment which involved 
Internal Audit also assessing the risk environment. The results of this exercise then fed into 
the Strategic Audit Plan for the Council covering a three year period, therefore resulting in a 
cyclical risk based approach. 
 

1.1.2 In order to ensure that the Internal Audit Service adds value to the Council assurance 
should be provided that major business risks are being managed appropriately, along with 
providing assurance over the system of internal control, risk management and governance 
processes.  

 
1.1.3 Risk Based Internal Audit Planning starts with the Council’s business objectives and then 

focuses on those risks (and opportunities) that may hinder (or help) the achievement of 
these.  
 

1.1.4 The advantages of a true risk based approach include: 

• Better and earlier identification of risks and increased ability to control them; 

• Greater coherence with the Council’s priorities; 

• An opportunity to engage with stakeholders across the Council; 

• The Audit Committee and Senior Management better understand how the Internal 
Audit Service helps the organisation accomplish its objectives; and 

• Ensures that best practice is followed. 
 
1.1.5 The key distinction with establishing plans derived from a risk based internal audit approach 

is that the focus should be to understand and analyse management’s assessment of risk 
and to base audit plans and efforts around that process. 



 
1.2 Risk Management Framework 
 
1.2.1 In order for the above approach to be successful the Council needs to have a robust and 

mature risk management framework in place. This framework needs to include a “live” and 
regularly reviewed and updated Risk Register that links to the Council’s priorities. Once this 
is enabled and the risk management framework is embedded. Internal Audit Planning can 
then be driven from this risk register, resulting in a true Risk Based approach to Internal 
Audit. 

 
1.2.2 The Council’s risk management framework and Risk Register requires review and a 

meeting with Senior Management Team, led by the Executive Director and the Internal 
Audit Consortium Manager in November will be the starting point for this refresh. Thus 
enabling the Risk Based Internal Audit Planning approach to be taken for the forthcoming 
financial year, 2015/16, and also ensure that the Council follows best practice. 

 
1.3 Outstanding Audit Recommendations 
 
1.3.1 A final strand in developing this revised approach to Internal Audit and Risk Management is 

to ensure that action is taken in relation to the outstanding Internal Audit recommendations. 
Not only will this improve the control environment at the Council, it will also enable a line to 
be drawn under the previous approach and ensure that the new Risk Based approach is 
fully embedded and bought into by Management and staff alike. 

 
 
2.0 OPTIONS 
 
2.1 The alternative approach would be to continue with the current risk based cyclical 

approach. Although this provides the Council with a level of assurance and informs the 
Annual Governance Statement, it does not fully add value and does not fully help to ensure 
that the Council meets its priorities. 

 
 
3.0 REASONS FOR RECOMMENDATION(S) 
 
3.1 The proposed approach will add value, ensure that best practice is followed and also inform 

the Annual Governance Statement.  
 
 
4.0 EXPECTED BENEFITS 
 
4.1 The Council’s key business risks will be addressed by Internal Audit, thus ensuring that 

appropriate controls are in place to mitigate such risks and also ensure that the appropriate 
and proportionate level of action is taken. 

 
4.2 The Internal Audit Service will be seen to add value, become a useful management tool 

and link more directly to the Council’s risk management processes. 
 
4.3 All outstanding Internal Audit recommendations will be addressed by financial year end 

2014/15, thus ensuring that the Council’ s control environment is significantly improved and 
that the Council is in the best possible position to embed and encompass the Risk Based 
Internal Audit approach and . 

 
 
 



5.0 IMPLICATIONS 
 
5.1 Corporate Priorities 
 
5.1.1 Internal Audit helps to ensure that the service areas and risks reviewed are working 

towards the efficient and effective delivery of the Council’s corporate priorities. 
 
5.3 Risk Management  
 
5.3.1 The Risk Based Internal Audit approach will facilitate a revised risk management 

framework, which will in turn ensure that the Council’s key risks are accurately reviewed 
and updated and thus the Internal Audit Service is adding value and auditing the key risk 
areas.  
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