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Introduction 

The definition of corporate governance is “the systems by which an organisation is directed and controlled.” Good corporate governance should assist an organisation to achieve its objectives and should serve those who have a legitimate interest in its operations.  Good corporate governance and good management have much in common. 

‘Assurance’ is a key concept.  Managers at all levels within The Service need to seek assurance that the processes and measures put in place to ensure objectives are achieved and risks managed, are working as intended. One of the primary sources of this assurance comes from audits and checks conducted at a local level. The results will either provide the manager with the necessary level of assurance or identify areas for improvement. The Director will seek the assurance of the Head of Section (HoS) that the results of the audit work and the remedial action taken show that the controls are in place and are effective in managing risk and contribute to the achievement of objectives. This assurance is required for the completion of the section of the Statement of Internal Control on Assurance and Audit.  

Guidance specifically aimed at the work of an Official Receiver’s office is provided to Regional Directors, Official Receivers and their staff in the OR Corporate Governance Audit and Assurance Manual. 

Guidance  

The guidance in this manual does not attempt to identify the various work processes for each section that should be included in the audit programme but it provides more general advice on how to develop an audit programme whilst giving more detailed guidance on issues that are more likely to be relevant. The areas covered later in the manual are:

· Security of information

· Staffing issues

· Health and safety

· Complaints

· Gifts and hospitality

· Chartermark – correspondence

· Chartermark – Telephone Statistics

· Project management

· Contract management

· Development of policy

· Paying of invoices

· Government Procurement cards

The Work of the Section 

Before you can identify what audit and assurance work needs to be undertaken it is a good idea to establish what the processes are that operate in the section and what controls are in place to ensure that the work is carried out effectively and efficiently. Mapping the process(es) will help to identify exactly what work is being carried out, any bottlenecks in the procedure, the controls that are in place and whether there needs to be more or less controls. If the outcome is that there is no room for improvement that will provide the assurance needed that the work is being carried out as effectively and efficiently as possible.

Process Mapping 

Mapping a process is best carried out with the people who do the work. They are the ones who know what is being done rather than what should be done and where the bottlenecks are. Ask the team to write down the process and mark in any controls. Discuss whether the controls are in the right place, whether they are effective and add value to the process. This work will assist the teams when it comes to identifying the risks that could prevent the achievement of the business objectives. Record the controls that are in place as this is the start of the audit and assurance programme.  

The Risk Register 

It is important that audit and assurance work carried out is focused on those areas of the work that carry the most risk. A current Risk Register will identify those areas. There are two ways to ensure that the Risk Register is up-to-date. The first is to hold a Risk Management Workshop and the second is to review an existing Risk Register and ensure that it is updated. In either situation it is most effective where all members of staff are included in the process. If the section has a large number of staff then the process can be broken down into teams. 

Risk Management Workshop

 Holding a workshop will ensure that all members of staff feel included in the process and they will see how they fit into managing the risks of the section. The process is as follows: -

1. Identify the objectives of the section or team and write each one on a piece of flip chart paper. 

2. Ask the members of staff to write under the objectives the risks that they perceive would stop them achieving the objective.   At this stage the risks are considered without consideration of the effectiveness of any existing controls. 

3. Ask the members of staff to vote for the risks that they think are most important. A practical way of    achieving this is to provide each member of staff with a number of small stickers and a good number is 10. The voting system is that they can give all 10 votes to one risk or split their votes between the risks. 

4. The top 10 risks are the ones that make it to the Risk Register. 

5. To score the risks each risk is considered for the probability of it occurring and then the impact on the achievement of the objective if is should occur. 

 

a.  Probability 
	Negligible
	1

	Rare
	2

	Unlikely
	3

	Possible
	4

	Probable
	5


 

	Insignificant
	1

	Minor
	2

	Moderate
	3

	Significant
	4

	Catastrophic
	5


b. Impact   
 

 

The result is obtained by multiplying the numbers together. Thus an extremely likely event that has a high impact would score 25 whereas an unlikely event that would have low impact would only score 1. The only inconsistency is where a risk score 5 in that it could be either: -

a. Extremely likely event (5) but would have a low impact (1) or

b. Unlikely (1) but has a catastrophic impact (5).

In these cases you would be less likely to put in extra controls for a. but you might want to for b.  

 

	6.
	The next task is to consider what existing controls are in place to stop or mitigate the risk and assess whether they are sufficient.  Is the present situation satisfactory?  If not, then would you describe the present situation as needing some improvement or is it unsatisfactory?  The answer to these questions gives you a further score.  If the situation is "satisfactory" it gives a score of 1, if "improvement required" 2 and if "unsatisfactory" 3. 

	7.
	For those risks where the status is improvement required or unsatisfactory, then the next task is to identify what controls or actions can be put in place to bring the situation to satisfactory. 

	8.
	You then need to identify an owner to ensure that the extra controls or actions are put into place with a review date.


    

 

Impact and Probability Matrix 

The matrix shows the risks in terms of low, medium and high risks. It is: -
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The Audit and Assurance Programme 

Having identified the processes and the key risks that could affect the achievement of the business objectives it is now possible to create the Audit and Assurance Programme. 

	Processes 
	Frequency & Sample
	Manager

	Detail in this column all the various processes that are undertaken.  
	For each process give details of how often and the sample size for the audit and assurance work.  This should be related to the risk register.  However, even the low risk areas should be audited at least once during the year and the sample size would be relatively small.

The work detailed in this section is not the only audit work carried out but should also include any checks carried out by managers in the process.  This should remove any duplication of effort in the audit and assurance process.
	The name of the manager who will carry out the process.


 

 

How you choose the sample size will depend on how many members of staff carry out the work. Whilst it is only necessary to sample a few cases to test that the process is working effectively and efficiently if there are a number of staff carrying out the work then the sample should include examples from each member of staff.  

The audit and assurance plan is completed to ensure that all processes are included within a year. However the results of the audit work completed is fed back into the plan. If there are weaknesses in a particular process and remedial work is required then this will be reviewed again in a relatively short period to ensure that the remedial action has been successful. The audit and assurance plan would also be amended during the year if there are changes to the processes or new areas of work are undertaken.  This could have the effect of delaying the audit of low risk areas but it is important not to lose sight of the lower risk work as processes that are not audited may become areas where error or mistake may occur. 

How to audit 

The audit and assurance work can be carried out in three ways: -

A routine audit within the process. This is a management check that has to be carried out for the process to continue. This could be when a line manager authorises an invoice for payment. Payment cannot be made until the invoice has been authorised by a manager to ensure that the right amount is being paid at the right time to the right person. 

A non-routine audit within the process. This is a management check that does not have to be undertaken for the process to continue. 

An audit independent of the process. This is where a manager who is not involved in the process samples a small number of items. It could be where the HoS reviews the process for ordering goods or services. 

Documenting the audit work 

When the audit and assurance work is being undertaken by management checks then the audit form to report the results to the HoS should be completed on a monthly basis. Whereas where the audit and assurance work is undertaken on a small number of items on a small number of occasions then the audit form should be completed contemporaneously and forward to the HoS for their information.

The audit form is the same for all audit and assurance work carried out except for the staffing issues where specialist forms are provided. Complete the form in the following way: -

 

	GOVERNANCE AUDIT FORM
 
Month:
 
Undertaken By:
Process being audited
 

 

Describe the process being audited

Case details, if appropriate.
 

If the work relates to a case then put the name here.

Was it dealt with appropriately and to the required standard?
 
This is a yes/no answer. The works was either carried out to the required standard or not. It is important that the manager carrying out the work understands exactly what the required standard is for this work or process.

If yes, provide positive feedback to member of staff.
 

It is important to provide positive feedback to the member(s) of staff who carried out the work. It is important that members of staff are aware that the audit and assurance work is carried out and so it is equally important that they receive feedback.

Did you identify any best practice?
If yes, give details.
 

 

Audit and assurance work is not just about finding errors or weaknesses in the system. It is also about recognising good practice and spreading that to other members of staff if appropriate. Only complete where an area of good practice has been identified during the audit.

If no, what was the problem or how does it deviate from the required standard?
 

 

Give details of what is wrong and why it is wrong.

Was any deviation from the standard agreed with HoS?
In times of high workloads managers can decide not to implement certain controls and any agreed deviations should be recorded here.

Note of discussion with member of staff concerned, if appropriate
 

This discussion is really important to ensue that the reason(s) for the error of weakness are identified. The weakness could be either because the process is weak or that the person either did not understand the process because of a training need or simply made a mistake. When informed that a mistake or error has been made it is human nature to take the blame without analysing why it occurred. It is up to the manager to review the process to determine whether further or different controls would have prevented the mistake or error being made even if the member of staff was having a bad day.

Is the weakness due to
a.  Process
Yes/No
 
b.  Person
Yes/No
 
 (i) a training need
Yes/No
 
(ii) human error
Yes/No
If weakness due to a. or b(1) what action is required?
 

 

A change to the process or identification of a training need should be documented here. 

Date action taken
 

Record the date.

By whom
 

Record the name of the manager undertaking the work.

 
 
Signed:
Date:

 


 

Recording of Audit Work 

The standard audit form is available in electronic format so they can be completed and forwarded to the HoS electronically and then stored in a Corporate Governance Folder. It is good practice to hold this folder on the shared drive so that all members of staff can have direct access to the audit and assurance work. There may, however, be circumstances when it is not appropriate to keep details of certain audits on the shared drive, then   the forms might have to be kept on the HoS’ home drive.

There are two reasons why the recording of audit work is essential.

1.   Local needs
One person carries out the audit work but the results of that audit work has to be shared with many members of staff. The accurate recording of audit work undertaken, the findings, any recommendations and any remedial action taken will enable the effective sharing of that information. The use of a summary sheet to collate this information will also assist the HoS in determining whether there are any trends and whether lessons have been learned. (A summary sheet template is provided.)

2.   Central needs
The Service needs to demonstrate to our stakeholders that it has an effective system of corporate governance and the audit regime is a key element. The National Audit Office (NAO), BIS Internal Audit and Corporate Governance Section can all require the production of evidence of what audit work has been carried out and how that information has been utilised to improve the system of corporate governance within the section.  Records of audit work will also assist with the completion of the annual Statement of Internal Control (see below).  

The Audit Cycle 

The results of the audit and assurance work carried out should be reported to the HoS who collates the information from the managers within the section. The results of the audit work should be discussed at the monthly management meeting to ensure that all managers within the section are aware of the results and the remedial action taken. This information should then be cascaded to the teams through team meetings. The format of cascading this information will depend on the size of the section and the number of teams.. The culture in the section needs to encourage the identification of errors and mistakes as being the most effective method of learning and bringing about continuous improvement. This will be most effective where the findings, recommendations and outcomes are openly discussed in the section and members of staff who bring weaknesses to the attention of management are praised rather than criticised for making mistakes. The Audit Cycle should be a loop where the audit results feed back into the audit plan. (See audit flowchart). 

Security of Information 

The HoS should ensure that all members of staff, especially new members of staff, are fully aware of the guidance provided in respect of protecting information both in paper and electronic format and that they are aware of the various markings and how they should be safeguarded. The audit programme should include tests to make sure that the guidance is being followed such as checking that the clear desk policy is being adhered to and that drawers and cabinets are locked where appropriate. Spot checks can also be carried out to ensure that all members of staff and any visitors are wearing the appropriate badges.  

Staffing issues

 

The audit programme should include checks on the various aspects of staffing within the section such as staff reporting, training and development and communications and welfare. The checks should be made to ensure that the staff reporting system is being carried out consistently within the section regardless of the line manager concerned and that the process is being carried out in a timely manner. The quality of the staff reporting process should also be considered, that all members of staff are being fully developed and that training is provided as appropriate. Who carries out the auditing in this area will depend on the size of the section and the involvement of the HoS in the reporting process. See paragraph on “Role of the HoS” and “Role of the Director”. 

Health and Safety 

In London, Birmingham and Manchester CWS Facilities are responsible for ensuring that an annual Health and Safety is undertaken but that does not remove the need for local managers and members of staff to ensure that they work in a safe environment. The health and safety checklist only covers the areas that can be influenced by local managers and should be carried out on a regular basis. The checklist is for guidance only and any local issues can be added.  

Complaints 

The HoS should review the complaints register at least twice a year. For those sections that have little contact with third parties it is equally important to review any complaints received within The Service particularly for those sections that have Service Level Agreements.  

Gifts and Hospitality 

Although it is unusual for sections to receive gifts and hospitality it is still important for the HoS to review the register at least annually and to ensure that all members of staff are aware of the rules concerning gifts and hospitality. 

Chartermark – Correspondence 

The correspondence return sets out the percentage of correspondence that is responded to within target and the accuracy of the statistics should be checked by the HoS at least twice a year. The audit should cover the whole process from choosing the sample of letters to tracing the responses and completing the return.  

Chartermark – Telephone statistics 

The telephone statistics should be reviewed by the HoS every month when issued. If the results are below the target then the HoS should first check that all the telephone numbers attributed to their section are correct and if so determine which numbers are not being answered in accordance with the target. This should assist with any remedial action that is required to bring the statistics in line with the target.

 

Project management 

Projects can vary in size and can be either simple or complex. A project is anything that has a clearly defined start and end, an agreed budget and a set of products. Project management is used to provide a structure, organisation and approach to ensure that the products are delivered to time, budget and meet the business needs. It can be useful to assess the extent to which the recognised Project Management method is being successfully used. The preferred Project Management methodology in The Service is Prince2. Such a review would be to:

1. Assess the extent to which Prince2 is being used. 

2. Assess the usefulness of the Prince2 for this project.

Audit and assurance work can also be carried out at pre-determined stages to ensure that: -

1. The products of the current stage have been completely and correctly produced and that the stage has been completed within the approved tolerances such as time, quality etc. 

2. Review the plans for the next stage against overall project plant to provide assurance that it is prudent to continue. 

3. Consider what has gone well in the project and what not so well in order to learn lessons for other and future projects. 

4. Any necessary Gateway review has been carried out. 

Contract management 

There are two elements to the audit and assurance work that can be carried out in relation to contract management. The first is to review the process for negotiating contracts to ensure that it is robust and secures the best terms for the benefit of The Service. The areas for audit will be: -

Tendering
1. Is there propriety in the management and evaluation of tenders. Are they protected from interference, handled fairly and properly recorded. 

2. Ensure that the tendering process provides value to The Service, avoids fraud, collusion, observes contract law and protects members of staff. 

3. Ensures that there is an adequate audit trail.                     

 

Reporting and control
1. How effective is the reporting of performance under the contact? 

2. How effective is the control that the contract manager has over the contractor?

 

Tolerance, baselines and change control
1. Is the tolerance in the contract acceptable? 

2. Was the baseline data accurate 

3. How effective is the process of change control? 

The second is the ability to audit the contract to ensure that the terms and conditions of the contract are being met. The scope of this work will be determined by the terms of the contract.   

Development of Policy 

The audit and assurance work for the development of policy is very similar to that carried out for contract management. There is the process of developing policy that can be reviewed to ensure that it is robust and ensures that the end product meets the needs of The Service. The second element is to review how the policy is being put into practice and the audit and assurance work will, therefore, take place outside of the section. It may be that the HoS and the Director may determine that it is not the role of the section to monitor the implementation of the policy and , therefore, this work may be undertaken by the Operations side of The Service.  

Paying for goods or services 

Most sections will be responsible for the purchase of goods or services. The normal process would be that there is the segregation of duties between the person who orders the goods or services and the person who pays for the goods and services. Segregation of duties is more difficult in smaller sections but should be achieved wherever possible. 

 

The audit and assurance work could be split down into management checks that are carried out on every invoice and sample checks carried out less regularly.  

The management check would be carried out when an invoice is passed to the manager for authorising payment. Before signing the invoice the manager should check that the goods or services have been purchased for the benefit of The Service, is for the correct amount, being paid to the right person or organisation and at the right time. The manager should complete an audit form about once a month or whenever agreed with the HoS to report the results of the management checks. 

The audit and assurance work on the Authorisation process would be carried out by the manager of the authorising member of staff. The number of invoices reviewed will depend on the number and value of the invoices for the section. 

 

Use of Government Procurement Card 

There should also be segregation of duties in the use and approval of any Government Procurement Card (GPC) held by any member of staff within the Section.  Any purchase paid for by using the GPC should be authorised in the same way as any other purchase and the payment advice passed to the member of staff who reconciles the monthly statement. The person who reconciles the monthly statement should not be the same person whose name appears on the GPC. If the Card Holder is the HoS then it may be prudent for the statement to be reconciled by someone outside of the Section such as the DSM. The Director should carry out an audit of the use of the Government Procurement Card on a regular basis and what that is will depend on the level of use. 

The Role of the Head of Section 

The role of the Head of Section will vary depending on the size of the Section and the complexity of the work carried out. In some smaller sections the HoS will be directly involved in a daily basis with the work of their staff and will see the work on a regular basis. In this scenario the HoS will be more directly involved in the audit and assurance work and they will carry out the majority of the audit and assurance work themselves. In a much larger Section where the work is carried out by a number of teams then the line managers would be responsible for the audit and assurance work, reporting their findings to the HoS.  

The HoS is responsible for ensuring that the section has a comprehensive plan that is agreed with the Director and for determining who should carry out the audit and assurance work. In the smaller sections the HoS may well be undertaking the majority of the audit work whereas in the larger sections the HoS will act as the co-ordinator of the audit and assurance work, reviewing the audit forms completed by the managers. In either scenario the HoS will want to ensure that any remedial action taken is reviewed at a later stage to determine that it has had the desired effect.  If the results or lack of results of audit work carried out by a manager gives the HoS any concerns about their ability to carry out the audit work the HoS should re-perform a sample of their audit work. This will show whether the work has been carried out correctly and if not what remedial action is required.  

The Role of the Director 

The Director would discuss the audit programme with the HoS prior to it being completed and then monitor and review the findings during the year with the HoS. The Director would undertake the annual communications and welfare audit and review the reporting process for those members of staff where the HoS is countersigning officer. The Director may also wish to undertake an audit of the exit letters for leavers to ensure that the process is being carried out and the results are used to feed into the recruitment /process for a replacement member of staff. 

Where the HoS has a Corporate Credit Card in their name the Director or DSM should carry out an audit of items purchased or authorised by the HoS. 

In the larger Directorates the Director will wish to review any findings in a section to see if they are found in any other parts of the Directorate. In which case they may wish to discuss with other Directors to determine whether it is a trend across the whole of the Corporate and Business Services. 

The need for the Director to carry out any additional audit work would be based on their professional judgement of the risks and the knowledge and experience of the HoS. Any audit work carried out would be documented in the same way as the audit work carried out by the management team and the results and recommendations reported to the HoS. 

In addition, the Director will be responsible for completing the annual Statement of Internal Control for their region.  Corporate Governance Section will send a commissioning minute requesting completion of this statement towards the end of each financial year.  The Director will draw upon the audit work completed within each section to assist with the completion of this statement. 

The Role of the Directorate Support Manager 

The role of the B2 is to support the Director and the HoS and under their direction monitor the completion of the audit work by driving the process forward and updating both the audit plan and the risk register. It is likely that they will conduct some audit work themselves in a supportive role to the HoS. 

Retention of Audit Documents 

Audit documents should be retained for a period of 3 years after completion.  Where the audit findings lead to inefficiency or disciplinary proceedings the retention period for those policies will take precedence. 

Further Guidance 

Further guidance is available from Corporate Governance Section and training in process mapping and risk management can be arranged. 

Summary 

The bottom line for audit work is that it should improve management information and enable managers to manage their sections more efficiently and effectively. When carrying out the audit and assurance work the manager must keep an open mind and think about the quality of the audit carried out rather that the number of audits carried out. If managers feel that they have not gained any benefit from the audit work undertaken they need to consider why that is and how it can be modified to bring out the benefits. In a Corporate Governance review the team will be asking managers what they have audited, why, what has been gained and how the information has been used. Such questions might help managers formulate their audit plans. 

