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EXECUTIVE SUMMARY 

 
 
Introduction 
 
An audit of Capital was undertaken as part of the approved internal audit periodic 
plan for 2010/11. 
 
The Capital Programme, which shows all proposed capital expenditure, was 
approved by Cabinet on the 18th February 2010. It was then also approved by full 
Council on the 4th March 2010. The approved capital budget for 2010/11 amounts to 
£3.8 million, compared to last year’s budget of £3.4 million.  
 
The fixed assets register is maintained on a spreadsheet and is updated by the 
Principal Accountant. Depreciation is calculated and additions and disposals are 
made once a year.  
 
Expenditure against the capital programme is monitored by the Principle Accountant 
and is reported to the Senior Management Team on a monthly basis and Cabinet on 
a quarterly basis.  
 
The asset register is reconciled to the financial system Agresso at the end of the 
year. 
 
There were two recommendations from the previous report. The first 
recommendation related to updating the Financial Regulations and this is still due to 
be completed as the agreed implementation date was December 2010. The second 
recommendation regarding the capital monitoring programme has now been 
implemented. 

 
 
Principal Findings 
 

 High Medium Low 

Number of recommendations 0 0 2 

 
The detailed findings and associated recommendations are provided in the second 
part of the report.  There were no high/medium risk recommendations made in the 
report. 
 

 
Assurance Statement 
 
Internal Audit can provide substantial assurance with respect to the adequacy and 
effectiveness of controls deployed to mitigate the risks associated with the areas 
reviewed. 
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INTRODUCTION 

 
 

Objective & Scope 
 
The purpose of the audit review is to evaluate the adequacy of risk management and 
control within the system and the extent to which controls have been applied, with a 
view to providing an opinion. 
 
The control areas included within the scope of the review are: 
 

• Impact of budget on capital programme;  

• Capital Programme (format and approval); 

• Capital Invoice identification process; 

• Capital Invoice coding & accounting; 

• Budget monitoring; interim and final payments; 

• Capital asset identification process (tagging); 

• Capital asset register entry; 

• Depreciation charges correctly calculated;  

• Management information and reporting. 

 
The following limitations to the scope of the audit were agreed when planning the 
audit: 

• Testing is on a sample basis only and therefore we cannot provide absolute 
assurance that fraud does not exist; 

• Our work does not provide any guarantee against material errors, loss or 
fraud, or provide an absolute assurance that material error; loss or fraud does 
not exist.   
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DETAILED FINDINGS 

 

Observation Risks Recommendation Management’s Response 

 

Recommendation 1 - Asset Valuation (de minimis level)  

Level of Risk - Low 

 

Within the Annual Statement of 
Accounts, it does state that "the Council 
does not operate a de minimis level in 
valuing assets".  

 

In practice however, a £10,000 limit has 
been put in place for the purchase of 
equipment. This is not documented in the 
Statement of Accounts or Financial 
Regulations.  

 

There is a risk of not 
fully disclosing what 
the Council practices 
are and of misleading 
stakeholders.  

The Council should document 
the £10,000 de minimis level 
for the purchase of equipment.  

 

Action: Colleen Warren – 
Principal Accountant 

 

Management Comment: 

A limit for capital programme bids has 
been set as guidance to assist 
departments when developing 
schemes and is not a definitive limit.  
The Council does not currently 
operate a limit for valuing assets. 
However, consideration will be given 
to introducing a de minimus level in 
valuing assets upon implementation 
of the IFRS Code for the 2010/11 
accounts. 

 

Planned Corrective Action: 

As above. 

 

Timescale:  

In line with the 2010/11 reporting 
timescales. 
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Observation Risks Recommendation Management’s Response 

 

Recommendation 2 - Asset Register Access 

Level of Risk - Low 

 

The asset register is in the form of a 
spreadsheet located within the Finance 
folder on the shared drive. Currently all 
members of staff in Finance are able to 
access it.  

It was also confirmed with the Principal 
Accountant that the asset register is not 
password protected.  

There is a higher risk 
that Finance staff may 
accidentally change or 
erase data within the 
asset register. 

 

There is also a higher 
risk of unauthorised 
transactions within the 
register.  

Access to the asset register 
should be restricted with a 
password to the Principal 
Accountant and Financial 
Services Manager only, with 
all other staff in Finance 
having read-only access.  

 

Action: Colleen Warren – 
Principal Accountant 

 

Management Comment: 

Recommendation agreed.  

 

Planned Corrective Action: 

Password protect the spreadsheet. 

 

Timescale:  

Implemented 
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ANNEX A 

 
 
Risk & Assurance – Standard Definitions 
 
 
Audit Recommendations 
 
Audit recommendations are categorised, depending upon the level of associated risk, 
as follows: 
 
 

Level Category Definition 

1 High 
Action is essential to manage exposure to fundamental 
risks. 

2 Medium 
Action is necessary to manage exposure to significant 
risks. 

3 Low 
Action is desirable and should result in enhanced control or 
better value for money. 

 
 
 
Assurance Statement 
 
Each report will provide an opinion on the level of assurance that is provided with 
respect to the risks emanating from the controls reviewed.  The categories of 
assurance are as follows: 
 
 

Category Definition 

No 
The majority of the significant risks relating to the area 
reviewed are not effectively managed. 

Limited 
There are a number of significant risks relating to the area 
reviewed that are not effectively managed. 

Substantial 
The risks relating to the objectives of the areas reviewed are 
reasonably managed and are not cause for major concern. 
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What Happens Now? 
 
The final report is distributed to those involved with discharging the 
recommended action, the Head of Corporate Services, Audit Commission 
and, where applicable, the relevant Heads of Service. 
 
A synopsis of the audit report is provided to the authority’s Audit Committee.  
Internal Audit will carry out a follow-up exercise approximately six months 
after the issue of the final audit report.   The on-going progress in 
implementing each recommendation is reported by Internal Audit to each 
meeting of the Audit Committee. 
 
 

Any Questions? 
 

If you have any questions about the audit report or any aspect of the audit 
process please contact the auditor responsible for the review or Vince 
Rimmington, Manager of Audit & Risk Services on telephone number 0115 
9013850 or via e-mail to vince.rimmington@gedling.gov.uk 


