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Status of our reports 
The Statement of Responsibilities of Auditors and Audited Bodies issued by the Audit 
Commission explains the respective responsibilities of auditors and of the audited body. 
Reports prepared by appointed auditors are addressed to non-executive 
directors/members or officers. They are prepared for the sole use of the audited body. 
Auditors accept no responsibility to: 

• any director/member or officer in their individual capacity; or  
• any third party.  
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Summary report 
Introduction 
1 The Accounts and Audit Regulations 2003 (as amended) require local authorities to 

maintain an internal audit function. As external auditors, part of our assessment of the 
Council's overall control environment requires us to consider whether Internal Audit 
arrangements are both adequate in principle, and properly applied in practice. 

Audit Approach 
2 Professional standards for Internal Audit are contained in the CIPFA Code of Practice 

for Internal Audit in Local Government ('the Code'), and cover the following key areas: 

• scope of Internal Audit; 
• independence; 
• ethics for Internal Auditors; 
• the role of the Audit Committee; 
• relationships; 
• staffing, training and CPD; 
• audit strategy and planning; 
• undertaking audit work; 
• due professional care;  
• reporting; and  
• performance, quality and effectiveness. 

3 Our triennial review has concentrated on these areas and whether the current 
arrangements in place at the Council demonstrate compliance with the Code. 

Main Conclusions 
4 The Internal Audit function is meeting its professional and statutory duties and on the 

whole demonstrates compliance with the Code. There are two areas where we 
consider improvements could be made in relation to Internal Audit's performance 
against the Code, these being, relationships and audit strategy and planning.  

5 An action plan has been agreed with the Chief Internal Auditor to address the issues 
arising from this review. 
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Detailed report 
Scope of Internal Audit 
6 The Terms of Reference for Internal Audit have been formally defined and were 

approved by the Audit and Governance Committee in March 2009. The scope of 
Internal Audit includes the organisation's entire control environment, including risk 
management arrangements. 

Independence 
7 Internal Audit are independent of the activities that they audit and are free to provide 

audit recommendations and comment on changes to internal control systems where 
applicable. They have sufficient status to be able to function effectively and are 
supported by officers in the Council. There are no budget constraints affecting the 
independence of Internal Audit. 

8 The Chief Internal Auditor has sufficient status to facilitate the discussion of audit 
strategies, audit plans, audit reports and action plans with senior management and 
members.  

9 Internal Audit staff are required to sign an annual declaration of independence which 
identifies potential conflicts of interest. These declarations are reviewed by the Chief 
Internal Auditor. We did not identify any conflicts of interest from our review. 

Ethics for Internal Auditors 
10 Staff are regularly reminded of their ethical responsibilities by completing the annual 

declaration of independence, as well as having access at all times to the CIPFA Code 
of Practice and the Council's Code of Conduct.  

11 Our review has identified that staff demonstrate integrity in all aspects of work and the 
department has built up effective working relationships, both internally and externally. 
We consider that staff are impartial, free from bias, prejudice and undue influences. 
Information gained in the course of an audit is treated as confidential and reports are 
shared with only those relevant to the service area. 

12 Knowledge, skills and experience is applied to all work and within each piece of work, 
staff are sufficiently aware of the Council's corporate aims and policies. 
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Audit Committees 
13 There is an Audit and Governance Committee in place which demonstrates the core 

functions of an Audit Committee. The Audit and Governance Committee approves both 
the Internal Audit Strategy and Audit Plan and monitors progress against them. 

14 The Chief Auditor attends and contributes to the Audit and Governance Committee. 
This includes participation in the Committee's review of its effectiveness, reporting on 
the progress of internal audit work and presenting an annual internal audit report that 
sets out the overall opinion on the control environment. The Chief Internal Auditor is 
also able to meet privately with the Chair of the Audit and Governance Committee if 
required. 

Relationships 
15 Relationships are managed effectively to ensure that there is clarity on issues such as 

the objectives, responsibilities and expectations of each party. 

16 The Chief Internal Audit maintains good working relationships with management and 
the timing of audit work is agreed at the start of the year with individual managers 
following approval of the Audit Plan to minimise disruption. 

17 The working relationship between External and Internal Audit is still in its infancy since 
our recent appointment and whilst both parties of aware of their roles and 
responsibilities, regular meetings have yet to be set up between both parties. It is 
therefore recommended that regular meetings are timetabled to enhance the working 
relationship. 

 

Recommendation 
R1 Programme regular meetings between External and Internal Audit to enhance the 

working relationship and reduce any duplication of work. 

Staffing, Training and CPD 
18 The department is currently adequately resourced to deliver the Audit Plan and 

consequently their own objectives. Our review identified that staff are appropriately 
qualified and experienced and all receive annual performance appraisals to identify 
training and development needs. All staff also undertake continuing professional 
development as required by their professional institute and maintain their own records 
of this. 
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Audit strategy and planning 
19 There is an Internal Audit strategy in place, which was approved by the Audit and 

Governance Committee in March 2009. An annual work plan is produced each year 
which outlines the service areas to be audited and grades them in terms of priority 
along with the relevant staffing resources required. This is also approved by the Audit 
and Governance Committee on an annual basis.  

20 The Chief Internal Auditor has recognised that this annual work plan is not yet fully 
integrated with Council's risk management procedures due to them not being fully 
embedded as yet. As part of the self assessment exercise, Internal Audit have already 
identified that they wish to improve the use of risk management information and the 
use of risk assessments in the audit planning process including the annual audit plan 
and within individual audits. 

 

Recommendation 
R2 Continue to progress the use of information from the Council's risk registers in the 

compilation for the Audit Plan as the risk management process matures and 
becomes embedded within the Council. 

Undertaking audit work 
21 For each audit, a project brief is prepared which is discussed and agreed with the 

relevant Head of Service. The brief establishes the scope, objectives, timing, resource 
and reporting arrangements for that particular piece of work. The key findings in any 
audit are brought to the attention of the Chief Internal Auditor and the relevant Head of 
Service. 

22 The Chief Internal Auditor specifies the required standard of Internal Audit 
documentation and ensures that those standards are met. Working papers are 
completed with sufficient detail to allow someone to follow the work if necessary. All 
evidence is retained for six years in line with the Council's Audit Manual. 

Due Professional Care 
23 Our review has identified that the audit team demonstrate due professional care in 

their work and behave appropriately at all times in line with the Code of Conduct. 
Internal Audit staff are aware of the procedures in place to enable them to disclose 
suspicions of fraud, corruption or improper conduct as required by the Council's 
Whistleblowing Policy and Anti Fraud and Corruption Framework. 
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Reporting 
24 Internal Audit effectively report to management, providing an objective and 

independent opinion on the control environment. An assurance rating with four levels is 
used which makes it easy for other council staff and members to understand the 
assurance offered by the control environment operating in a service area. 

25 Reports prompt management to implement any agreed action points and they also 
provide a place where a formal record of points can be kept. Follow up audits are 
carried out which cover any risks and recommendations identified on individual audits. 
The Chief Internal Auditor ensures a follow up audit is carried out six months after 
every audit. 

26 The Chief Internal Auditor provides an annual report to the Audit and Governance 
Committee every year to support the Annual Governance Statement. 

Performance, quality and effectiveness 
27 An Audit Manual is in place to guide staff in performing their duties and complying with 

the Code. All audit work is allocated to appropriate staff and a suitable review process 
is in place to ensure quality and progress is monitored at all times. 

28 Audit satisfaction surveys are issued to all Managers at the conclusion of a piece of 
audit work. The results of these surveys are then compiled to aid future Internal Audit 
planning processes and identify any areas for improvement. 
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Appendix 1 – Action Plan 
 

Page 
no. 

Recommendation Priority
1 = Low
2 = Med
3 = High

Responsibility Agreed Comments Date 

5 R1 Programme regular meetings between 
External and Internal Audit to enhance the 
working relationship and reduce any 
duplication of work. 

2 Stephen 
Baddeley 

Yes This is an area identified for action within the 
Council's own Review of Internal Audit 
reported to Audit and Governance Committee 
on 18 June 2009. Work is being undertaken to 
progress the recommendation. 

September 
2009 

6 R2 Continue to progress the use of 
information from the Council's risk 
registers in the compilation for the Audit 
Plan as the risk management 
process matures and becomes embedded 
within the Council. 

2 Stephen 
Baddeley 

Yes This is an area identified for action within the 
Council's own Review of Internal Audit 
reported to Audit and Governance Committee 
on 18 June 2009. Work is being undertaken to 
progress the recommendation. 

March 
2010 

 

 



 

Copies of this report 
If you require further copies of this report, or a copy in large print, in Braille, on tape, or in a 
language other than English, please call 0844 798 7070. 
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For further information on the work of the Commission please contact: 

Audit Commission, 1st Floor, Millbank Tower, Millbank, London SW1P 4HQ  

Tel: 0844 798 1212  Fax: 0844 798 2945  Textphone (minicom): 0844 798 2946 

www.audit-commission.gov.uk 
 

The Audit Commission 
The Audit Commission is an independent watchdog, driving economy, efficiency and 
effectiveness in local public services to deliver better outcomes for everyone. 

Our work across local government, health, housing, community safety and fire and rescue 
services means that we have a unique perspective. We promote value for money for 
taxpayers, auditing the £200 billion spent by 11,000 local public bodies.  

As a force for improvement, we work in partnership to assess local public services and 
make practical recommendations for promoting a better quality of life for local people. 

 

 


