Stockton Borough Council

Internal Audit Strategy

Introduction

Internal Audit is an assurance function that provides an independent and objective opinion to the organisation on the control environment, by evaluating its effectiveness in achieving the organisation’s objectives. It objectively examines, evaluates and reports on the adequacy of the control environment as a contribution to the proper, economic, efficient and effective use of resources.

In order to achieve this objective the Chief Internal Auditor must plan and manage the resources of the section effectively to ensure they are in a position to give an opinion.

Aims and Objectives

· To review and appraise the soundness, adequacy and application of all system controls.  

· To ascertain the extent to which systems of control ensure compliance with established policies and procedures. 

· To ascertain the extent to which risks have been identified and managed.

· To ascertain the extent to which the assets and interests entrusted to or funded by the authority are properly controlled and safeguarded against losses of all kinds.  

· To ascertain that all system’s information is reliable as a basis for the production of accounts and other returns. 

· To ascertain the integrity and reliability of financial and other information provided to management including that used in decision making. 

· To provide adequate evidence to support the Audit Opinion statement and the Council’s Statement of Internal Control.

· To ensure the internal audit section complies with the relevant code of practice for internal audit as published by CIPFA (Currently 2006).

· To work with stakeholders to ensure audit plans compliment each other and avoid where possible duplication of effort.

· To deliver a quality internal audit service as defined by the ISO standard.

· To ensure it operates within its terms of reference.

Terms of Reference

A key component of the code of practice is the development of the terms of reference for Internal Audit. This outlines how the service will operate. 

Internal Audit has a responsibility to provide assurance to the organisation. As such it will operate to the definition of an internal audit service as defined by CIPFA and set out in the opening paragraph to the strategy. It will achieve this by setting out to achieve the aims and objectives defined above.

A key enabler to Internal Audit being able to provide effective independent coverage is organisational independence. The Chief Internal Auditor may without prejudice have direct access to the head of paid service, all levels of management and directly to elected members. The Chief Internal Auditor will escalate issues identified during their work that are not being addressed through the management structure of the organisation and ultimately to members before finally reporting the issue to the appointed external auditor.

The Chief Internal Auditor will ultimately have the support of full council should they feel there is an attempt to influence their opinion or the work they are undertaking.

The Chief Internal Auditor will ensure the work of the service allows them to provide an opinion on the entire controls environment as outlined in the scope of work section of this strategy as required by the Accounts and Audit Regulations 2003 (as amended 2006).

The Internal Audit service provides a key piece of assurance to the management of the authority of the effectiveness of the governance arrangements operating within the authority because of its independent assessment of these arrangements. The Chief Internal Auditor will prepare annually a report to the management that complies with the requirements of the code and gives the management of the authority an opinion as to the effectiveness of the governance arrangements in operation.

The scope of work internal audit will conduct in relation to fraud and consultancy is as set out later in this strategy.

The resource requirements of internal audit will be established through the annual audit planning process. The Chief Internal Auditor will ensure that after due consideration of risk and the requirements of stakeholders, each audit area is reviewed at least once within a five year period.  At present there are no resource constraints that would prevent this.

Internal Audit has the absolute right of access to all records, assets, personnel and premises, including those of partner organisations, and authority to obtain such information and explanations as the Chief Internal Auditor considers necessary to fulfil their responsibilities to the organisation.

Scope of Internal Audit Work

The Chief Internal Auditor will maintain an audit portfolio of all relevant areas which internal audit needs to cover to be able to provide an opinion. Within this portfolio key systems will be identified and a review of these systems will be undertaken annually. The remaining audit areas will be prioritised based on a risk assessment undertaken by Internal Audit which includes but is not limited to the risk management arrangements within that area, the extent to which the service area links to the organisation’s objectives, past audit experience and any significant national or local priorities.

The internal audit service is currently contracted to provide an internal audit service to Tristar Homes Ltd and will deliver its service to Tristar Homes Ltd in line with this strategy.

Other Areas of Work

The Chief Internal Auditor currently has no responsibilities outside of delivering an effective internal audit service.

Fraud & Corruption

The role of Internal Audit with regard to fraud and corruption is three fold. In the first instance audit reviews will be conducted with a mind to the fact that fraud is a risk within any system. As such where possible sampling will be sufficient to aid the detection of fraud should it be occurring, however the responsibility for the prevention and detection of fraud remains firmly with management.

Secondly, Internal Audit will be required to conduct investigations into alleged fraud and corruption.

Finally, from its experiences of the above, internal audit will provide advice and guidance to the Council as a whole on issues relevant to the prevention and detection of fraud.

Resources

The service is to be delivered in-house based on providing a full range of internal audit services, i.e. systems, probity, contract, fraud detection and computer auditing, VFM studies and special investigations.  

The Chief Internal Auditor should ideally be a member of one of the CCAB bodies or sufficiently qualified by experience. The Chief Internal Auditor will ensure a sound mix of skills within the section with auditors holding CCAB qualifications, IIA, AAT and specific computer audit qualifications.

As stated under the Terms of Reference, the identification of resources is based on the annual planning process. 

Ensuring staff are adequately trained is undertaken via staff appraisals, staff meetings and following the corporate competency framework. 

Future Development of the Service

The service needs to develop to meet future demands, to this end the service will concentrate on the following areas:

· Fraud Detection Work – Development of testing schedules and periodic testing.

· Partnership Auditing – Continued development of the partnership programme and partnership audits.

· Personalisation – Scheme to enable service users to personalise the care they receive.

· Other local and national issues as they develop. 

