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1. PURPOSE

1.1 The Council is required by The Accounts and Audit Regulations 2011 (the “Regulations”) to conduct, at least once in every year, a review of the effectiveness of internal audit.  Further, the Regulations state that this review must be undertaken by the same body that reviews the effectiveness of the system of internal control, which is this Committee.

1.2 The Council’s internal audit function is provided by ConsortiumAudit.  It also provides the internal audit service to the Borough Council Wellingborough.
1.3 This review is based upon:

· The aims of the internal audit service as defined in the Internal Audit Strategy 2009/10 to 2011/12;

· An analysis of internal survey forms from senior managers regarding internal audit work in their area of responsibility

· A self assessment of compliance with the CIPFA Code of Practice for Internal Audit in Local Government (“the Code”);

· A self assessment of compliance with the Quality Assessment Framework (QAF) for internal audit provided to us by our external auditors KPMG. 
· An update on the future delivery of Internal Audit services.
2 INTERNAL AUDIT’S AIMS
2.1 The Internal Audit Strategy 20009/10 to 2011/12 defines the aims of internal audit as follows: 


[image: image1.emf]AimsMeans of delivery

Satisfy the obligations placed on the officer 

responsible for the administration of the 

financial affairs of the Council under Section 

151 of the Local Government Act 1972; and 

under the Accounts and Audit Regulations 2003 

(amended 2006).

Regularmonthlymeetingshavebeen

establishedbetweentheChiefInternalAuditor

and the section 151 officer.

Measure, evaluate and report on the 

effectiveness of internal controls (financial and 

otherwise).

TheChiefInternalAuditorhas,withinhis

AnnualReportandOpinionprovidedanoverall

opinion on the control environment 

Examine, evaluate and report objectively on the 

adequacy of arrangements to secure proper 

economic, efficient and effective use of 

resources and achieve Best Value.

withintheCouncilandraisedissuesfor

considerationforinclusionintheAnnual

Governance Statement.

Assist management with its responsibility for 

ensuring that resources are properly applied, 

risks are appropriately managed and outcomes 

are achieved.

Theeffectivenessofinternalcontrolsare

examinedandreporteduponaspartofthe

individual audit reviews

Review compliance with laws and regulations.Duringauditreviewscompliancewithlawsand

regulationsareexaminedandshortcomings

are reported to management.

Specifically design audit programmes to 

search for possible fraud

Riskmanagementprocessesarereviewedon

an annual basis

Assist in the development on an anti-fraud and 

anti-corruption culture and environment and 

investigate allegations of fraud and corruption 

in line with the Council’s Anti-Fraud and 

Corruption Strategy.

Allegationsoffraudhavebeenexaminedwhen

referred to the internal audit service.

Provide assurance for the Annual Governance 

Statement, based on an opinion of the 

adequacy of the Council’s control environment, 

together with an Annual Internal Audit Report 

and regular progress reports on key audit 

findings.

Forcorefinancialsystemsthe2010/11plan

wasadequatebutotherareasintheCouncil

werenotnecessarilysubjecttoaudit

inspection.Thisdeficiencyhasbeen

addressedbythenewapproachtoaudit

planningwhichculminatedinthepresent

Strategic Au


2.2 It can be demonstrated that a number of these aims have been addressed in full or in part.  There does however need to be a re-statement of the objectives for ConsortiumAudit, which will be completed with the Head of ConsortiumAudit and Consortium Audit board.


3 ANALYSIS OF INTERNAL SATISFACTION SURVEYS

3.1 Following the issue of each final audit report, a survey form is issued to the relevant senior manager, who is invited to assess the service he/she has received. 

3.2 Managers are asked to assess each of the following aspects of the audit by assigning a rating of “above average/excellent”, “average”, “below average” or “poor”.
· Overall usefulness of the audit
· Relevance and opportunity for discussion during the audit
· Accuracy and effectiveness of the findings and recommendations 
· Fairness of conclusions and clarity of the report
· General approach and helpfulness of the auditor
3.3 Opportunity is also provided for managers to make any other comment they see fit.



3.4 The table below shows the results of the overall usefulness assessments from the survey forms for 2010/11, which indicates that, in general, managers perceive the audit service to be of value to them.
	No. of audit projects at final report stage
	15

	No of survey forms returned 
	12

	Overall usefulness marked as “above average/excellent”
	6

	Overall usefulness marked as “average”
	6


3.5 However, some consideration needs to be given to the sufficiency of the content of the present survey form and whether a numerical scoring system might be preferable.
4 COMPLIANCE WITH CIPFA’S CODE OF PRACTICE FOR INTERNAL AUDIT
4.1 The Code sets out eleven standards for Internal Audit in Local Government and provides a self assessment checklist to measure compliance
4.2 This checklist was used to carry out a self-assessment for 2009/10 and this committee was informed that the audit service was fully compliant with eight of the eleven standards and partially compliant with the remaining three.  



4.3 The self assessment exercise has recently been repeated and the summary results can be seen in the table below.
	Standard
	Level of compliance

	Scope of Internal Audit
	Partial compliance

	Independence
	Partial compliance

	Ethics for Internal Auditors
	Partial compliance

	Audit Committees
	Non compliant

	Relationships
	Partial compliance

	Staffing, Training and Continuing Professional Development
	Partial compliance

	Audit Strategy and Planning
	Partial compliance

	Undertaking Audit Work
	Compliant

	Due Professional Care
	Compliant

	Reporting
	Significant compliance

	Performance, Quality and Effectiveness
	Partial compliance


. 
4.4 Non compliance on some of the individual items in the checklist is not considered to significantly affect the effectiveness of the service. However, action in other areas would serve to improve the effectiveness of the service.
.
5 QUALITY ASSESSMENT FRAMEWORK (QAF) 
5.1 The QAF sets out eight high level elements with specific questions for each area and uses a scoring system as shown in the table below.



	Elements
	Scoring against each element

	Governance
	Exemplar - highest
	5

	Audit committee
	Maturing
	4

	Independence
	Operating
	3

	Audit Strategy
	Developing
	2

	People Knowledge and Skills
	Emerging - lowest
	1

	Audit Processes and Resources
	
	

	Other Assurance Providers
	
	

	Outputs and outcomes
	
	


5.2 The assessment for 2009/10 concluded that the service was operating between levels 3 and 4 -  “Operating/Maturing” 

5.3 The assessment for 2010/11 (Appendix A) indicates that whilst overall the score has been maintained there has been some reductions in scores.  This to a degree mirrors the results of the self assessment against the Code given above.

5.4 Whilst the service provided by ConsortiumAudit is still acceptable it is clear that the reduction in resources since Corby Borough Council withdrew is having an impact on both quality and ability to deliver the Audit Plan.

6 FUTURE SERVICE DELIVERY FOR INTERNAL AUDIT 


6.1 It was reported last year that the ConsortiumAudit board would undertake a review of the service delivery options for internal audit.  It has become more apparent that the small size of the consortium is having an impact on the delivery of the service and this is expected to continue.


6.2 The board firstly considered options to either attract new members to the existing consortium or join another consortium.  A number of authorities were approached to join the consortium but most were tied up in existing arrangements or not interested.  The board has identified potential National Health Service consortiums however the Council doesn’t currently have the power to join a non local government consortium.


6.3 The board therefore considers that two options remain to either retain the current service arrangements or to market test the service.  



6.4 The board feels that the current service arrangements are proving increasingly difficult to sustain because of the lack of resilience caused by such a small team – therefore market testing the service is sensible option.


7 CONCLUSIONS

7.1 This report identifies a number of matters relating to the internal audit service itself and the operation of this committee which need to be considered over the coming months with the objective of improving effectiveness of the internal audit service. 

7.2 An action plan has been created to address the issues raised by this report and it is attached at Appendix B.
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RECOMMENDATIONS





That the Monitoring and Audit Committee:-





receive the report on the effectiveness of internal audit;


notes the intention to market test the internal audit service.
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		Aims		Means of delivery

		Satisfy the obligations placed on the officer responsible for the administration of the financial affairs of the Council under Section 151 of the Local Government Act 1972; and under the Accounts and Audit Regulations 2003 (amended 2006).		Regular monthly meetings have been established between the Chief Internal Auditor and the section 151 officer.

		Measure, evaluate and report on the effectiveness of internal controls (financial and otherwise).		The Chief Internal Auditor has, within his Annual Report and Opinion provided an overall opinion on the control environment

		Examine, evaluate and report objectively on the adequacy of arrangements to secure proper economic, efficient and effective use of resources and achieve Best Value.		within the Council and raised issues for consideration for inclusion in the Annual Governance Statement.

		Assist management with its responsibility for ensuring that resources are properly applied, risks are appropriately managed and outcomes are achieved.		The effectiveness of internal controls are examined and reported upon as part of the individual audit reviews

		Review compliance with laws and regulations.		During audit reviews compliance with laws and regulations are examined and shortcomings are reported to management.

		Specifically design audit programmes to search for possible fraud		Risk management processes are reviewed on an annual basis

		Assist in the development on an anti-fraud and anti-corruption culture and environment and investigate allegations of fraud and corruption in line with the Council’s Anti-Fraud and Corruption Strategy.		Allegations of fraud have been examined when referred to the internal audit service.

		Provide assurance for the Annual Governance Statement, based on an opinion of the adequacy of the Council’s control environment, together with an Annual Internal Audit Report and regular progress reports on key audit findings.		For core financial systems the 2010/11 plan was adequate but other areas in the Council were not necessarily subject to audit inspection. This deficiency has been addressed by the new approach to audit planning which culminated in the present Strategic Au
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