AGENDA ITEM 6.4

AUDIT AND GOVERNANCE COMMITTEE 25 AUGUST 2023

ROLE OF THE HEAD OF INTERNAL AUDIT IN
LOCAL GOVERNMENT

REPORT OF THE TREASURER HIRE_AUTHORITY

N | For Information

PURPOSE OF REPORT

To inform Members of the CIPFA statement — “The Role of the Head of
Internal Audit in Local Government”, and to demonstrate how the CFA
complies with this guidance. Although the guidance specifically mentions
Local Government the principles detailed apply to the CFA and therefore it is
considered best practice to outline our compliance.

RECOMMENDATION

That Members note that | have reviewed the CIPFA statement — “The Role of
the Head of Internal Audit in Local Government” and can advise Members
that the CFA complies with these requirements as detailed in Appendix A.

BACKGROUND

The Statement describes the role of the Head of Internal Audit (HIA) in local
government. CIPFA believes the HIA occupies a critical position in a local
authority, helping it to achieve its objectives by giving assurance on its
internal control arrangements and playing a key role in promoting good
corporate governance. Local authorities need to know that they have strong
arrangements for controlling their resources and for delivering their
objectives. CIPFA believes that HIA’s have a unique role to play here. They
are senior managers whose business is objectively assessing these
arrangements and the risks that authorities face and giving appropriate
assurances. HIA's must also provide leadership, promoting good governance
and helping authorities to address future challenges.

HIA’s need to review the whole system of control, both financial and non-
financial, and focus on the areas where assurance is most needed. The HIA
also has to give an annual opinion on the adequacy and effectiveness of the
control environment; this is used by Chief Fire Officer as a primary source of
evidence for the Annual Governance Statement.

HIA’s must also be able to show that they can meet the needs of
stakeholders such as Chief Fire Officers and Audit Committees, adding value
by helping to improve services whilst retaining their objectivity. They also
need to work well with partners and other auditors. Authorities should see the
Statement as best practice and use it to assess their HIA arrangements to
drive up audit quality and governance arrangements.
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4.1

4.2

4.3

4.4

4.5

THE KEY ROLE PLAYED BY THE HIA

Internal audit is one of the cornerstones of effective governance. The HIA is
responsible for reviewing and reporting on the adequacy of the authority’s
control environment, including the arrangements for achieving value for
money. Through the annual internal audit opinion and other reports the HIA
gives assurance to the Leadership Team and others, and makes
recommendations for improvement.

The HIA’s role is a unique one, providing objective challenge and support
and acting as a catalyst for positive change and continual improvement in
governance in all its aspects. The role is particularly important when
authorities are facing uncertain or challenging times. Fulfilling the role
requires a range of personal qualities. The HIA has to win the support and
trust of others, so that he/she is listened to, and the HIA’s role as a critical
friend means that sometimes difficult messages must be given and acted on.
It is these expectations, combined with the professional, personal and
leadership skills required, that have shaped the CIPFA Statement on the role
of the HIA in Local Government.

Primary audience

The primary audience for this Statement is those who rely on the HIA’s
assurances — the Leadership Team and the Audit Committee. CIPFA
recommends that they should examine their own authority against this
Statement to satisfy themselves that they have effective HIA arrangements in
place.

Local government context

CIPFA has drawn up a separate Statement for local government because of
the statutory responsibility of specific post holders regarding internal audit
and governance. In local government the ‘Section 151’ officer (the Chief
Financial Officer or Treasurer) is a statutory post as is the Monitoring Officer
(often the Head of Legal Services) and the Head of Paid Service (often the
Chief Executive). The HIA needs to work well with these post holders and
lines of responsibility need to be clear.

The Statement sets out the five principles that define the core activities and
behaviours that belong to the role of the HIA in local government and the
organisational arrangements needed to support them. Successful
implementation of each of the principles requires the right ingredients in
terms of:

e the organisation;
e therole; and
e the individual.
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4.6

4.7

4.8

For each principle the Statement sets out the governance arrangements
required within an authority to ensure that HIAs are able to operate
effectively and perform their core duties. The Statement also sets out the
core responsibilities of the HIA. Summaries of personal skills and
professional standards then detail the leadership skills and technical
expertise authorities can expect from their HIA. These include the
requirements of CIPFA and the other professional bodies’ codes of ethics
and professional standards to which the HIA as a qualified professional is
bound. The personal skills described have been aligned with the most
appropriate principle, but in many cases support other principles as well.

Demonstrating compliance

The Statement supports CIPFA’s work to strengthen governance, risk
management and internal audit across public services. It is intended to allow
the Leadership Team of a local authority to benchmark its existing
arrangements against a defined framework.

CIPFA recommends that authorities use the Statement as the framework to
assess their existing arrangements and that they should report publically on
compliance to demonstrate their commitment to good practice. CIPFA also
proposes that authorities should report publicly where their arrangements do
not conform to the compliance framework in this Statement, explaining the
reasons for this, and how they achieve the same impact. CIPFA will consider
how to take this forward in the context of the CIPFA/Society of Local
Authority Chief Executives (SOLACE) guidance on good governance.

CIPFA STATEMENT ON THE ROLE OF THE HIA IN LOCAL
GOVERNMENT

The Head of Internal Audit in a local authority plays a critical role in
delivering the authority’s strategic objectives by:

1 — objectively assessing the adequacy and effectiveness of governance and
management of risks, giving an evidence-based opinion on all aspects of
governance, risk management and internal control; and

2 — championing best practice in governance and commenting on responses
to emerging risks and proposed developments.

To perform this role the Head of Internal Audit must:
3 — be a senior manager with regular and open engagement across the
organisation, particularly with the Leadership Team and with the Audit

Committee;

4 — lead and direct an internal audit service that is resourced appropriately,
sufficiently and effectively; and

5 — be professionally qualified and suitably experienced.
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6. PROCESS FOLLOWED

6.1 The review is undertaken annually in line with best practice requirements.
Appendix A of the report details how the Authority ensures that the
requirements of the statement are met. Details of the requirements of the
statement are outlined along with how the arrangements in place at the
council satisfy those requirements.

CHRIS LITTLE
TREASURER TO THE AUTHORITY
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