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2. BACKGROUND INFORMATION 
 

2.1  The requirement for internal audit is supported by statute in the 
Accounts and Audit Regulations 2003 and the Local Government Act 
1972. From 1 April 2006 The Accounts and Audit (Amendment) 
(England) Regulations 2006 require an annual review of the 
effectiveness of internal audit.  

 
 

2.2  The assessment is based on the following:  
♦ External Audit’s assessment of Internal Audit’s work   
♦ Compliance with Best Practice as defined by CIPFA’s Code of 

Practice for Internal Audit 
♦ Customer feedback and endorsement  
♦ Achievement of performance targets. 

 
 
2.3 Professional codes of practice for both internal audit and external audit 

require effective co-ordination arrangements to be established and 
reliance to be placed on each other’s work wherever possible to 
maximise overall audit effectiveness and efficiency. In the CPA Use of 
Resources report, December 2007 the council was assessed as 

AUDIT COMMITTEE 

 
1. OBJECT AND KEY POINTS IN THIS REPORT 
 

1.1 To provide an opinion on the effectiveness of internal audit in 
accordance with the Accounts and Audit Regulations and CIPFA 
Code of Practice. 

 
1.2 The assessment is based on the following:  

♦ External Audit’s assessment of Internal Audit’s work   
♦ Compliance with Best Practice as defined by The Chartered 

Institute of Public Finance and Accountancy’s (CIPFA) Code of 
Practice for Internal Audit 

♦ Customer feedback and endorsement  
♦ Achievement of performance targets. 



 

performing consistently above minimum requirements (Level 3) in 
maintaining a sound system of internal control. A contribution to that 
assessment was that the Internal Audit function meets all CIPFA 
standards. 

 
2.4 CIPFA’s Code of Practice for Internal Audit in Local Government in the 

UK 2006 defines the way in which the internal audit service should 
undertake its functions. Compliance with the Code has been self-
assessed using the checklist provided. The outcome showed 
adherence to of the Code’s Standards. The self-assessment exercise 
did however identify some areas for improvement such as: 
• A protocol for working with:- other internal auditors, external audit , 

regulators and inspectors should be developed.  
• The Head of Audit should seek to establish a dialogue with the 

regulatory and inspection agencies that interact with the 
organisation. Although this is already in place with External Audit 
who are the most significant regulatory and inspection agent 
through the Annual Audit and Inspection and CPA regimes.  

• The access policy for audit files and records needs to formalised 
• A process for updating risk registers following internal audit reviews 

needs to be developed. 
 

2.5 Some of these issues have been addressed through the Internal Audit / 
External Audit Protocol which has recently been finalised and is 
reported elsewhere on this agenda. At least every three years External 
Audit carry out a comprehensive review of Internal Audit for compliance 
against CIPFA’s Code of Practice. The review is currently underway 
and no significant issues have been highlighted at this point. Internal 
audit arrangements have been evaluated as meeting the professional 
Code’s requirements however testing of audit files has not been 
completed. The outcome of the review will be reported to the Audit 
Committee on completion 

 
2.6 It is important to receive feedback on our work. Questionnaires are 

issued with each system review and establishment audit. Service 
managers are asked to comment on their satisfaction and added value 
received from the audit work. All comments are appreciated and used 
to improve our service delivery. For 2007-2008 97% of questionnaires 
returned considered the conduct, manner and attitude of the staff good 
or excellent and none were rated poor. 94% found audit 
recommendations to be realistic and helpful. 

 
 The section continues to provide an internal audit service for the 

Humberside Police Authority and Humber Connexions, won under 
contractual arrangements. Both of these contracts provide the 
opportunity for professional development and indicate good quality 
audit service.           

 
2.7 The internal audit section constantly strives to improve the service they 

provide. There is a suite of performance measures and development 



 

issues set to monitor performance, set targets for improvements and 
provide comparison both internally and externally. The section also 
participates in national and local benchmarking exercises. Some of the 
results are: 

   
   

 2006-2007 actuals 2007-2008 estimates 
Benchmarks NLC Unitary 

Average 
NLC  Unitary 

Average 
Days per 
auditor 

158 170 164 175 

Cost per auditor £44,691 £49,805 £42,192 £49,429 
Staff cost per 
auditor 

£33,345 £39,150 £31,075 £39,991 

Overhead cost 
per auditor 

£11,345 £11,155 £11,117 £10,389 

 
 The figures reflect the high investment in staff development through 

training, Employee Development Reviews, one to one meetings, staff 
meetings, service development days etc. resulting in a lower figure for 
days per auditor than the unitary average. However the council’s lower 
than average staff costs applied to the days per auditor unitary average 
produces staff cost per auditor of £33,159, which is £6,832 or 21% 
below the unitary average. This demonstrates good value for money 
through high investment in staff development and below average staff 
costs when direct comparisons are made.    

 
2.8 Most performance targets were met for 2007/2008.  

♦ Completion of the audit plan target was met. 
♦ External audit (Grant Thornton) confirmed the section met 

professional standards. 
♦ Follow up work confirmed acceptable progress on implementation 

of agreed audit recommendations (64%). 
♦ Quality control questionnaires returned showed high satisfaction 

with the service provided. 
♦ Reports were mostly issued by the due deadlines (70%). 

 
2.9 Based on the findings described in paragraphs 2.3 to 2.7 internal audit 

is assessed as providing an effective service to the council. 
 

3. OPTIONS FOR CONSIDERATION 
 

3.1 Options are limited in this type of report. Audit committee members are 
invited to consider internal audit’s effectiveness report and seek 
clarification on its contents as necessary.   

 
  
 
 



 

4. ANALYSIS OF OPTIONS 
  

4.1 The report complies with professional and statutory requirements. This 
means that external audit agree with the approach adopted. 

  
5. RESOURCE IMPLICATIONS (FINANCIAL, STAFFING, PROPERTY, IT) 
  

5.1  The work of the internal audit section enhances control over the use of 
the council’s resources through the recommendations made in audit 
reports. 

 
 5.2  There are no additional staffing, property or IT implications 
 
 
6. OTHER IMPLICATIONS (STATUTORY, ENVIRONMENTAL, DIVERSITY, 

SECTION 17 - CRIME AND DISORDER, RISK AND OTHER) 
 

6.1 The requirement for an internal audit function is set out in the Accounts 
and Audit Regulations 2003. Internal audit will continue to assist the 
Chief Financial Officer discharge his statutory duty under the provisions 
of the Local Government Act 1972. The Accounts and Audit 
(Amendment) (England) Regulations 2006 require an annual review of 
the effectiveness of internal audit.  

 
 

6.2  The effectiveness of internal audit’s work is an important component of 
the Statement on Internal Control and promotes good corporate 
governance. 
 

 
7. OUTCOMES OF CONSULTATION 
 

7.1 The approach adopted to measure the effectiveness of internal audit 
has been agreed with external audit. Consultation takes place at all 
stages of audit work to ensure service provision is of a high standard. 
Customers are also invited to feedback on individual audit assignments 
to improve service delivery.  

 
 
 
 
 
 
 
 
 
 
 
 
 



 

8. RECOMMENDATION 
 

8.1  The Audit Committee notes the opinion is that internal audit provides 
an effective service to the council. 
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