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SOUTH HOLLAND DISTRICT COUNCIL 
 
 
Report of: Head of Audit & Risk Management – Audit Lincolnshire 
   Assistant Director, Finance     
 
To:    Governance & Audit Committee – 26 March 2014 
 
(Author:  Lucy Pledge – Head of Audit & Risk Management – Audit 

Lincolnshire  
 Mark Finch – Assistant Director, Finance 

 
Subject: UK Public Sector Internal Audit Standards & Internal Audit Charter 
 
Purpose: To inform the Committee of the key elements of the UK Public 

Sector Internal Audit Standards and present a draft Internal Audit 
Charter following the introduction of the Standards. 

  
 
 
 
 
 
 

 

 

 

Introduction  

 

1. In May 2011, the Chartered Institute of Public Finance and Accountancy (CIPFA) 
and the Chartered Institute of Internal Auditors (CIIA) agreed to collaborate in the 
development of the internal audit professions in the public sector.  As a result, UK 
Public Sector Internal Audit Standards (PSIAS) were developed.   

  
2. PSIAS came into force from the 1st April 2013 and aim to promote further 

improvement in the professionalism, quality and effectiveness of internal audit 
across both public and private sectors.  They reaffirm the importance of robust, 
independent and objective internal audit arrangements and the key role it plays in 
Council's assurance arrangements and supporting the Section 151 officer – 
including the development of the annual governance statement.   

 
3. In complying with the PSIAS Audit Lincolnshire can provide assurances to the 

Council of the teams professionalism, quality and effectiveness.  
 
4. The use of a consistent framework for internal audit across UK public sector has 

benefits for both partnership working and for internal auditors who work across 
different parts of the public sector.  They are designed to:  

 

� Define nature and role of internal auditing in UK public sector. 

Recommendation:  
The Committee is asked to consider the impact of the UK Public Sector 
Internal Audit Standards and: 
a) Agree how they wish to be involved in the annual review of the 

effectiveness on the Council's Internal Audit function.  
b) The content / suitability of the draft Internal Audit Charter and identify any 

changes the Committee wishes to make – prior to its adoption. 
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� Set basic principles for carrying out internal audit.  
� Establish a consistent framework for delivery (irrespective of the provider) by 

which performance can be measured. 

� Increase impact / raise profile of internal audit as a key element of the 

Council's governance, risk and internal control arrangements – ultimately 

leading to adding value / successful outcomes for Council priorities / 

objectives. 

� Drive improvement that lead to better public finance arrangements.   

 

Key Elements of the Standard 
 
 

5. Definition of Internal Audit: 

 
'Internal Audit provides an independent assurance and consulting activity designed 
to add value and improve how the Council operates.  It helps the Council achieve 

its priorities and objectives by bringing a systematic, disciplined approach to 
evaluate and improve the management of risk, control and governance processes.  
A professional, independent and objective internal audit service is one of the key 

elements of good governance, as recognised through the UK public sector' 
 

6. Code of Ethics  

o Integrity 

o Objectivity 

o Confidentiality 

o Competency 

 

7. Purpose, Authority and Responsibility 

o Independence & Objectivity  

o Proficiency and due professional care 

o Quality Assurance and Improvement Programmes 

 

8. Performance Standards and Professional Practice 

o Managing the Internal Audit Activity 

o Nature of the work – governance – risk management – control 

o Engagement planning 

o Performing the engagement (audit) 

o Communicating results 

9. There is a requirement to 'generally conform' to the new Standards ie work to the 
sprit not the letter of the Standards.  There are some 'must do's' and 'should' 
requirements in the Standards.     
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10. In April 2013, CIPFA produced a Local Government Application Note for UK 
Public Sector Internal Audit Standards 2013 - against which a self-assessment 
has been conducted by Audit Lincolnshire.  A summary of the results of this self-
assessment by the Head of Audit is attached in Appendix A.  This information, 
together with the outcome of Audit Lincolnshire's Quality Assurance Improvement 
Programme, has been provided to the Assistant Director – Finance to help inform 
the Council's annual review of the effectiveness of the internal audit function.    

   

Actions / Changes resulting from the new Standards: 
 
11. Standards define the role and remit of 'Senior Management' and the 'Board'.  In 

local authorities the Governance and Audit Committee may perform the 'Board' 

role and Senior Management is defined as – Executive Directors, Assistant 

Directors, Heads of Service (or equivalent).    

 
12.   Ensure that there is an annual review of the effectiveness of Internal Audit 

(including the Governance & Audit Committee).  This review must be based on 

an assessment of conformity to the Standards and performance / delivery of audit 

plan / Committee terms of reference.   

 
13. At least once every 5 years an External Assessment on the effectiveness of the 

internal audit function must be undertaken.  The scope of the external 

assessment must be agreed with the Section 151 Officer and the chair of the 

Governance and Audit Committee 

 

14. The outcome of internal audit's quality assurance and improvement programme 

must be included in the Head of Internal Audit annual report - which must be 

presented to both the Corporate Management Team and the Governance & Audit 

Committee.   

 

15. Any significant non- conformance with the Standards must be included in the 

Annual Governance Statement. 

 

16. Where the service is provided externally it is suggested the CIPFA Statement on 

the Role of the Head of Internal Audit in public sector is used as a benchmark 

and feedback is obtained from key stakeholders – both of which feed into the 

annual review of the effectiveness of Internal Audit . 

 

17. There has been a long-standing debate over the positioning of the Head of 

Internal Audit (aka Chief Audit Executive in the Standards) in local authorities and 

in particular line management arrangements.  The Standard requires that the role 

is sufficiently senior and independent to allow them to undertake their role and 

should not report lower than the corporate management team.  Conformance 

with the Standards can be demonstrated in South Holland by:  
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� Having the audit and risk strategy and internal audit charter presented to 

Corporate Management Team.  Both being approved by the Governance & 

Audit Committee.   

 
� The annual Internal Audit Plan is compiled by the Head of Audit taking 

account the Council's governance, risk and control frameworks (including 

the effectiveness of its combined assurance arrangements).   

 
� Performance and delivery against the Internal Audit plan and any significant 

risks and control issues arising from Internal Audit work are reported to the 

Assistant Director – Finance (Section 151 Officer) and the Governance & 

Audit Committee on a regular basis. 

 

� Annual audit report confirms organisational independence. 

 
� Results of the annual review on the effectiveness of Internal Audit (including 

outcomes of its Quality Assurance and Improvement programme) will be 

reported to both the Corporate Management Team and the Governance & 

Audit Committee.   

� The internal audit budget is reported to the Council for approval annually - 

as part of the overall Council's budget.  The Head of Audit will draw to the 

attention of the Section 151 Officer and the Governance & Audit Committee 

any resourcing issues that potentially impact on the effectiveness of the 

Internal Audit function. 

� The Head of Audit has free and unfettered access to the Chief Executive 

� The Head of Audit communicates and interacts directly with the Governance 

& Audit Committee (including having a private meeting when appropriate).  

18. The Head of Audit is required to hold a professional qualification (CCAB or 

CMIIA) and be suitably experienced. 

 
19. The Head of Audit reports to senior management and the Governance & Audit 

Committee must include significant risk exposures, control issues including fraud 

risks and governance issues.  

 
20. Risk based plan must explain how internal audit's resource requirements have 

been assessed.  Resource limitation must be reported to the Corporate 

Management Team and the Governance & Audit Committee.    
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21. Approval must be obtained from the Governance & Audit Committee prior to 

undertaking additional consulting services not already included in the audit plan.  

Internal Audit Charter 
 
 
22. The purpose of the Charter is to set out the nature, role, responsibilities and 

Authority of the Internal Audit Service and that of the Councils Senior 
Management and Governance and Audit Committee.  The Council's Internal 
Audit Service is provided by Audit Lincolnshire. 

  
23. The draft Audit Charter is attached in Appendix B for the Committee to review 

and comment upon.  Particular emphasis should be placed on the clarity and 
assurance this document provides around relative roles and responsibilities. 

 

Background Papers 
 
 

� UK Public Sector Internal Audit Standards 2013 
� CIPFA Local Government Application Note for UK Public Sector Internal Audit 

Standards 2013 
 


