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1.1

2.1

3.1

4.1

5.1

6.1

7.1

SUMMARY

This report presents the actions proposed by Internal Audit to address the
outcomes from the review of the effectiveness of the Council’s system of
internal audit for the year ended 31 March 2011 undertaken in accordance
with the Accounts and Audit (Amendment)(England) Regulations 2006.

RECOMMENDATION

That Committee endorses the actions proposed by Internal Audit to address the
issues raised from the review of the effectiveness of internal audit for the year
ended 31 March 2011. This is set out as Appendix 1.

REASONS FOR THE RECOMMENDATION

Regulation 6 of the Accounts and Audit (Amendment)(England) Regulations
2006 requires that:

e “the relevant body shall, at least once in each year, conduct a review of the
effectiveness of its system of internal audit.”

e "“The findings of the review ....shall be considered, as part of the
consideration of the system of internal control, ..... , by the committee
(designated to approve the Annual Governance Statement)”.

ALTERNATIVE OPTION CONSIDERED

The only alternative option was not to undertake or report on the review of the
effectiveness of the system of internal audit, which would almost certainly
result in the Council being held in breach of its statutory obligations.

BUDGETARY FRAMEWORK

Resources for maintaining and improving the effectiveness of the system of
internal audit are covered under the existing approved budget and Internal
Audit Plan for 2011/12.

POLICY FRAMEWORK

The work of Internal Audit constitutes a key element in the Council’s control
environment which helps ensure that the Council manages its resources to
achieve its objectives economically, efficiently and effectively.

BACKGROUND

Members will recall that, as part of their consideration of the Annual
Governance Statement, they recently received a report on the review of the
effectiveness of the Council’s system of internal audit for the year ended 31
March 2011, undertaken in accordance with the Accounts and Audit
(Amendment)(England) Regulations 2006. The regulations require such a
review at least once a year and presentation of the results to the committee
designated to consider or approve the Annual Governance Statement.
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7.2

7.3

7.4

The review was performed by the Head of Internal Audit at Derby City Council
and was based on the framework guide developed by the CIPFA Better
Governance Forum that aims to provide practical support to help make internal
audit more effective.

This is achieved by assessing the internal audit function against the *building
blocks’ for effective internal audit identified in the guidance. The building blocks
are:

Leadership

Governance and relationships
Customer focus

People

Systems and processes
Professional Standards

Having considered the report containing the findings from the above
assessment at its meeting of 7" June 2011, Committee is now invited to
consider the action plan, set out as Appendix 1, drawn up to address the
outcomes from the review.
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