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ANNUAL REVIEW OF THE EFFECTIVENESS OF THE SYSTEM OF INTERNAL 
AUDIT 2015-16

1. Summary

1.1 This report provides Members with a summary of the findings from the 
review of effectiveness of the system of Internal Audit for 2015-16. 

2. RECOMMENDATIONS

That Members:

2.1 Consider the findings of the self-assessment review of the effectiveness 
of the Internal Audit Service 2015-16 against the Public Sector Internal 
Audit Standards 2013;

2.2 Note the outcome of the review of the self-assessment of Internal Audit 
effectiveness.  

3. Background and Discussion

3.1 In compliance with Regulation 6.1 of the Accounts and Audit Regulations 
2015 and the Public Sector Internal Audit Standards, an annual review of 
the effectiveness of the Internal Audit function is carried out, using 
standard guidance and templates to facilitate the process, in accordance 
with proper practice for Internal Audit. This report sets out the outcome of 
the process and the conclusions drawn from it. The results from this 
process also feed into the Internal Audit Manager’s Annual Report and 
the Council’s Annual Governance Statement.  

3.2 This is the third and final report to be produced following the 
implementation of the Public Sector Internal Audit Standards (PSIAS) 
which came into effect on 1 April 2013.  The standard has been updated 
by the standard setters, to be implemented from 1 April 2016. This will be 
reflected in the assessment for 2017.   

3.3 Appendix A sets out the details of the self-assessment. The process 
involved the completion of the self-assessment checklist by the Audit, 
Risk and Anti-Fraud Manager, in order to assess compliance with the 
Public Sector Internal Audit Standards 2013, and the result was sent to 
senior management for their consideration and approval, prior to 
presenting it to the Audit Board.   

3.4 Following the assessment, the Audit Risk and Anti-Fraud Manager’s 
opinion is that the Council’s arrangements in place for Internal Audit in 
2015/16 were substantially compliant with the 2013 PSIAS. However, 
there is one material aspect of the standards which is not currently being 
complied with. This is in regard to the position of the designated Chief 
Audit Executive (CAE), who is currently also the section 151 Officer for 
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the Council. By having the S151 as the CAE, there may be a potential 
conflict of interest, resulting in possible threats to the independence and 
objectivity of the Internal Audit Service. Appropriate steps have been 
taken to mitigate the threat to independence. These include the Audit, 
Risk and Anti-Fraud Manager continuing to have direct access to the 
Managing Director and Audit Board Chair and all internal audit reports 
carried out by Internal Audit during the year being summarised for the 
Audit Board within the Internal Audit Progress Report. The CAE 
arrangement was of a temporary nature to allow the Audit, Risk and Anti-
Fraud Manager to concentrate his efforts on implementing the PWC 
review action plan. Arrangements have been made to pass the CAE role 
to the Audit, Risk and Anti-Fraud Manager, which will ensure compliance 
with the standards. This matter has been highlighted within the Annual 
Governance Statement for 2015/16.   Notwithstanding this limitation, the 
Internal Audit Service is substantially compliant with the 2013 standards.

3.6 The Audit Board is requested to consider the report and note the opinion 
regarding the effectiveness of the Council’s Internal Audit Service.

4. Relationship to the Corporate Plan

4.1 An independent and objective Internal Audit function contributes towards 
the effective management of the Council and facilitates the achievement 
of good value for money in service provision. 

5. Financial, legal, staffing and other administrative implications and risk 
assessments

Financial Implications None
Legal Implications None
Staffing Implications It is the view of the Managing Director 

that consideration will need to be given 
to other functions such as risk and fraud 
to ensure that Audit is completely 
independent from other functions. 
Recognising the size of the Authority, 
complete separation may not be 
possible.

Administrative Implications None
Risk Assessment The review of the effectiveness of the 

Internal Audit function is a regulatory   
requirement designed to ensure that the 
service is effective in carrying out its 
statutory duties aimed at strengthening 
internal control, risk management and 
governance processes within the 
Council, including the minimisation of 
fraud risks. The outcome of the self-
assessment indicates that although the 
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audit function is substantially compliant 
with professional standards, there are 
limitations imposed by the duality of the 
designated CAE, being the Section 151 
officer, which poses risks to the 
independence and objectivity of the 
service.

6. Appendices

Appendix A Completed self-assessment checklist 
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