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REPORT OF THE DIRECTOR OF GOVERNANCE 

 
REVIEW OF THE EFFECTIVENESS OF THE SYSTEM OF INTERNAL AUDIT   

 
 

Introduction 
 
The Accounts and Audit Regulations 2003 (as amended 2006) require that Local Authorities annually 
assess the effectiveness of their system of Internal Audit. The Code of Audit Practice for Internal 
Audit in Local Government in the United Kingdom 2006 issued by Cipfa also requires all Internal 
Audit Sections to review their working for compliance with the requirements set out within the Code 
of Practice. 
 
 
Scope of the Review 
 
The review process has included: 

(i) a self-assessment of compliance with the Cipfa Code of Practice for Internal Audit undertaken 
by the Chief Internal Auditor; and 

(ii) an independent review of the effectiveness of the system of internal audit undertaken by the 
Director of Governance (Monitoring Officer) and the Head of Financial Management (s151 
Officer).  This included a review of the self-assessment of compliance with the Cipfa Code of 
Practice for Internal Audit, which was undertaken by the Head of Governance & VFM 

 
The assessment took during April and May 2008. 
 
 
Findings 
 
Review of Compliance with the Cipfa Code of Audit Practice 
 
The self-assessment of compliance with the Cipfa Code of Audit Practice was reviewed together with 
the supporting documentation provided.  The self-assessment appears to accurately reflect the 
section’s compliance with the Code over the 11 standards for Internal Audit: 
 
1. Scope of Internal Audit 
2. Independence 
3. Ethics for Internal Auditors 
4. Audit Committee 
5. Relationships 
6. Staffing, Training and Continuing Professional Development 
7. Audit Strategy and Planning 
8. Undertaking Audit Work 
9. Due Professional Care 
10. Reporting 
11. Performance, Quality and Effectiveness 

 
All of the 11 standards are complied with in full or partially.  There are no elements of non-
compliance.  A summary of compliance with the Code is given at Annex 1. 
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For those areas of partial compliance none of these are considered to significantly affect the 
effectiveness of Internal Audit.  An action plan is in place to address those areas requiring 
improvement.  In a small number of instances partial compliance has been considered to be 
acceptable due to the local circumstances. 
 
The main issue identified is the need to develop the Performance Management of the Internal Audit 
section.  There are a limited number of performance measures in place and the use of other 
measures needs to be considered. 
 
 
Review of Effectiveness of Internal Audit 
 
A light touch review of the effectiveness of Internal Audit was undertaken by the Director of 
Governance and the Head of Financial Management in May 2008 which concluded that the 
effectiveness of IA is satisfactory.   A more in-depth review had been undertaken in 2007 using a 
peer review from another authority.  The review undertaken this year involved the consideration of 
the action plan form the 2007 review, customer satisfaction survey and an analysis of the review of 
the CIPFA self assessment document undertaken by the Head of Governance & VFM. 
 
Three areas were identified as part of the review for further action: 

1. The actual performance of the IA team as measured against the Audit Plan would indicate 
the need for either more resources, a more realistic Audit Plan or a review of working 
practices.  It is recommended that future approaches to setting the target for the Audit Plan 
be reviewed. 

2. The IA methodology should include a requirement for Managers to give an assurance that 
the service area/process is conducted in accordance with good VFM principles as required 
by the Council. 

3. Reporting timescales should be reviewed, with a requirement for draft report to be agreed 
28 days after being issued to the manager.  In the event that no agreement/comments are 
received, the reports be issued as final reports after the 28 days. 

 
 
Conclusion 
 
In summary, it was found that Internal Audit are complying with the majority of the requirements as 
set out in the Cipfa Code of Practice. 
 
The Chief Internal Auditor has produced an action plan to address those areas where the section 
does not comply fully with the Code.  I have reviewed this action plan and consider that it is a fair 
reflection of those areas that need to be developed further and delivery of the action plan will 
enhance compliance with the Code.    The three actions identified during the review of effectiveness 
of Internal Audit (as outlined above) should also be added to this action plan. 
 
I conclude that, based on the review of the self assessment and the other evidence that I have 
gathered, the system of Internal Audit is effective and can be relied upon for assurance purposes.  
 
 
 
Philip Lloyd-Williams  
Director of Governance 


