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CANNOCK CHASE COUNCIL 
 

AUDIT & GOVERNANCE COMMITTEE 
 

11 JUNE 2007 
 

REPORT OF THE CHIEF EXECUTIVE 
 

REVIEW OF THE EFFECTIVENESS OF THE SYSTEM OF INTERNAL AUDIT 
 

 
1. Purpose 
 
1.1 For members of the Audit & Governance Committee to consider the findings of the annual 

review of the effectiveness of the system of internal audit. 
 
 
2. Recommendations 
 
2.1 That Members: 
 

(i) note the findings of the annual review of the effectiveness of the system of internal audit for 
        2006-07; 
(ii)    note that the system of internal audit is operating effectively and can be relied upon when 
        considering the Statement on Internal Control for 2006-07; and 
(iii)   endorse the action plan attached at Appendix 3. 

 

 
 
3. Key Issues 
 
3.1 Under the Accounts and Audit (Amendment) (England) Regulations 2006 the Council is 

required to undertake an annual review of the effectiveness of its system of internal audit.  This 
is a new requirement for all Council’s and there is currently no detailed guidance or good 
practice as to how the review should be undertaken or what it should include.   

 
3.2 This is the first comprehensive review of the effectiveness of the system of internal audit.  The 

revised regulations were not laid before Parliament until March 2006 so for 2005-06 the review 
was limited to existing information outlined in the Internal Audit Annual Report 

 
3.3 At its meeting on 3 April 2007, the Committee agreed that for 2006-07, the Council’s system of 

internal audit would be deemed to be the work of the Internal Audit Section and how it interacts 
with the Council, in particular the risk management process and the Audit & Governance 
Committee.  It was further agreed that the review would comprise:  

 
(i) a self-assessment review undertaken by the Chief Internal Auditor of the section’s work 

against the Cipfa Code of Practice for Internal Audit; 
(ii) an external peer review of the self-assessment by another Council’s Internal Audit 

Section.  Newcastle-under-Lyme Borough Council have undertaken the review at nil cost 
in return for a review of their Internal Audit Section; and 

(iii) involvement of the s151 officer in the external peer review. 
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3.4 The results of the self-assessment review undertaken by the Chief Internal Auditor are outlined 
in Appendix 1. 

 
3.5 The results of the peer review undertaken by the Audit Manager from Newcastle-under-Lyme 

Borough Council are attached at Appendix 2.  The Audit Manager met with the s151 officer,         
ie the Head of Financial Management, and the Head of Housing as part of her review. 

 
3.6 Both the internal and external reviews show that the system of internal audit is operating 

effectively and can be relied upon when considering the Statement on Internal Control for    
2006-07.  The reviews have highlighted a number of areas for improvement, none of which 
fundamentally compromise the overall effectiveness of the system of internal audit, and these 
are summarised in Appendix 3.   

 
 
5. Legal Implications 

 
5.1 The legal implications are set out throughout this Report. 
 
5.2 The adoption of ‘good practice’ processes and procedures inevitably contributes to reducing 

risks and liabilities to the Council. Audit plays an important role in this regard and clearly its 
systems and processes must not only  be effective but remain effective.  

 
6. Financial Implications
 
6.1 There are no financial implications arising directly from this report. All items outlined in the 

Action Plan will be met from existing budgets. 
 
 
7. Background Papers 
 

• Accounts and Audit (Amendment) (England) Regulations 2006 
 
 
8. Annexes 
 

• Appendix 1 -  Results of the Self-Assessment Review against the Cipfa Code of Practice 
for Internal Audit, undertaken by the Chief Internal Auditor 

• Appendix 2 – Report of the Audit Manager of Newcastle-under-Lyme Borough Council on 
the results of the external peer review 

• Appendix 3 – Action Plan to address areas of improvement arising from the internal and 
external reviews 
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