
 
 
Dear Councillor 
 
CORPORATE GOVERNANCE COMMITTEE - TUESDAY, 30 MAY 2023 

 
I am now able to enclose for consideration at the above meeting the following 
reports that were unavailable when the agenda was printed. 

 
Agenda Item 

No. 
 

3. 2022/23 OUTTURN REPORT (Pages 3 - 22) 
 
To receive the 2022/23 Provisional Outturn Report. 
 

5. PEER REVIEW UPDATE - INTERNAL AUDIT (Pages 23 - 106) 
 
To receive an update on the outcome of the Independent Peer Review 
undertaken by the LGA. 
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HUNTINGDONSHIRE DISTRICT COUNCIL 
 
 

Title/Subject Matter:  Finance Performance Report 2022/23 Outturn –  
  Provisional 
 
Meeting/Date:   Corporate Governance Committee – 30 May 2023  
 
Executive Portfolio:  Executive Councillor for Finance & Resources  
 
Report by:   Director of Finance & Corporate Resources 
 
Ward(s) affected:  All  

 
 
Executive Summary: 
 
This report sets out the provisional financial outturn for financial year 2022/23 for 
revenue.  
 
The outturn is an underspend of £476k, after contributions to and from earmarked 
reserves, when compared to the approved budget and an improvement to the Q3 
forecast outturn of £642k. 
 
Recommendation: 
 
The Committee is 
 
RECOMMENDED 

 
 to consider and comment on the financial performance for the financial year 

2022/23, as detailed in Appendix 1 and summarised in paragraph 3.2. 

 
 

Public 
Key Decision - No  
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Agenda Item 3



 

1. PURPOSE OF THE REPORT 
 
1.1 To present details of the Council’s projected financial performance for 

2022/23. 
 

 Revenue outturn underspend of £476k when compared to the 
approved budget. 
 

2. BACKGROUND 
 

2.1 The budget and MTFS for 2022/23 approved in February 2022, assumed 
a net expenditure budget of £21,514k. 
 

2.2 The detailed analysis of the 2022/23 outturn as at 31 March 2023 is 
attached at Appendix 1. 

 
3. FINANCIAL PERFORMANCE 
 

3.1 Financial Performance Headlines  
 
 The outturn position for the current financial year, and the impact of 
variations on future years, will be incorporated within the MTFS.  
 
Revenue  The approved Budget of £21,514k plus authorised carry 

forwards of £110k gave a revised current budget of £21,404k. 
The outturn was £20,928k which was an underspend of 
£476k.  

 
MTFS  The MTFS was updated as part of the 2023/24 Budget setting 

process. and will be revisited as part of the 2024/25 Budget 
setting process. The revision of the MTFS will include 2022/23 
outturn variations and others occurring or foreseen in 2023/24 
that have an impact on future years.  

 
3.2 Summary Revenue Variances by Service 

 
The table below shows the total variances for each Service and the main 
reasons where variances are greater than £50,000. 
 

Head of Service 
Current 
Budget  
£'000s 

Outturn  
£'000s 

Over/ 
(Under) 
spend 
£000 

Comments 

Chief Operating Officer 5,140  5,272  132  Savings within the Communities Service 
(Business Team, Community Team, 
Licensing), Customer Services & Printing, 
offset by increased temporary 
accommodation costs not met by DWP 
contribution to Housing Benefit payments. 
There was also a timing adjustment, linked to 
the 2021/22 accounts close, which negatively 
impacted the year’s results. 

Chief Planning Officer 402  346  (56) Additional priority income plus staff savings 

Corporate Leadership 1,201  1,356  155  Costs associated with Place Strategy plus 
recruitment costs 
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Head of Service 
Current 
Budget  
£'000s 

Outturn  
£'000s 

Over/ 
(Under) 
spend 
£000 

Comments 

Director of Finance & Resources 6,860 5,882 (978) More interest receivable and lower interest 
payable, and savings from vacant posts plus 
increased income from Land Charges 

Economic Development 198  188  (10)  

Housing Manager 187  189  2   

Head of ICT 2,604  2,812  208  Digital Team funding partnership change 

Head of Leisure & Health (25) 450  475  Reduced income at Impressions, classes, 
Training Shed and indoor sports. Increased 
expenditure on employees and utilities. 
Income better than expected for swimming, 
ten pin bowling and at the Burgess Hall. 

Head of Operations 4,917  4,374  (543) CCTV reduced income offset by vacant posts 
in Street Cleansing and new income streams 
in Waste. 

Programme Delivery  73  41  (32)  

Strategic Insight & Delivery (153) 18  171  Lower income from on-street charging due to 
changes made by Cambridgeshire County 
Council, Market income reduced as they 
recover from COVID and have had reduced 
offer.  Savings due to vacant posts. 

Total 21,404 20,928 (476)  

 
Further analysis of the revenue variance and service commentary is in Appendix 
1.  This provides the variances by service and where the variances are greater 
than +/- £10,000 comments have been provided by the budget managers/Head 
of Services. 
 
3.4  Finance Dashboard 
 

The Outturn for 2022/23 also looks at the collection rates for Council Tax and 
NDR, together with the working ages caseload for Council Tax Support Scheme.  
In the financial year the Council exceeded its performance targets for collection 
rates, a significant achievement given the recovery from the Covid pandemic and 
the ongoing impacts of the wider economy. The details are shown in Appendix 1. 
 
In summary, the Council Tax and NDR collection rates are holding in line with 
2021/22 rates. 
 

4. UPDATE ON THE COMMERCIAL INVESTMENT STRATEGY 
 

4.1 The Commercial Investment Strategy (CIS) was approved by 
Cabinet in September 2015 and the CIS Business Plan in 
December 2015. The implementation of the CIS is seen as a key 
means by which the Council can generate income to assist it in 
meeting the forecast gap in the revenue budget. 

 
4.2 The outturn for 2022/23 before movements to earmarked reserves 

for the CIS is: 
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CIS Investments 

Budget 
£000 

Outturn 
£000 

Over/ 
(Under) 
Spend   
£000 

Cash Investments    

CCLA Property Fund      (162)  (159)            3  

Total Cash Investments      (162)  (159)            3  

    

Property Rental Income   (4,696)   (5,363)   (667)  

MRP      581      583            2  

Net Direct Property Income    (4,115)  (4,780)  (665)  

Management Charge       100         0 (100)  

Total Property Investments  (4,015)  (4,780)  (765)  

TOTAL  (4,177)  (4,939)       (762)    

 

 
5. LIST OF APPENDICES INCLUDED 
 

Appendix 1 – HDC Financial Performance Suite FY 2022-23 Outturn 
 
 

 

CONTACT OFFICER 
 
Karen Sutton – Director of Finance and Corporate Resources 
Karen.Sutton@huntingdonshire.gov.uk  
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Appendix 1 

 

Financial Performance Monitoring Suite 

March 2023 – Quarter 4 
 

Executive summary 

 

This report sets out the financial outturn for financial year 2022/23 for revenue.  

 

The outturn is an underspend of £476k, after contributions to and from earmarked reserves, when compared 

to the approved budget and an improvement to the Q3 forecast outturn of £642k.  

 

This favourable outturn position, compared to the approved budget is, in the main, a result of: 

 

Underspends 

Corporate Finance   £0.592m Increased interest receipts and reduced  

interest payments 

Waste Management   £0.513m Additional income from bulky waste, recycling   

      credits, and recycling gate fees are generating  

income rather than being a cost 

Development Management    £0.263m Income from re-launched pre-application service, plus service  

Improvements 

Risk & Control                        £0.150m Insurance renewal rates lower than anticipated  

Facilities Management           £0.148m Additional rent from office lettings  

Customer Services                 £0.129m Salary savings from vacant posts that have now been deleted 

making a permanent saving 

Democratic and Elections       £0.115m More income from elections and land charges,  

less expenditure on members allowances 

Licensing                                £0.114m Salary savings offset by reduced income  

 

Overspends 

Housing Benefits  £0.553m Temporary accommodation costs not met by   

      Housing Benefit payments which are set by government.  

Leisure and Health  £0.457m Increased costs due to electricity and  

minimum wage expenditure, and lower  

membership income 

Development Management £0.303m Cost of agency staff and backlog clearance  

costs 

ICT    £0.208m Change in allocation of digital team between   

      partners, reflecting use of resources. 

Covid Recovery  £0.193m Covid activity  

Directors   £0.161m Place strategy and recruitment costs 

Car Parks – On Street £0.132m Lower income due to CCC changes to on street parking 

 

.
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Service Grouping Summary 
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Service Commentary                 

The following table provides the variances by service and where variances are greater than +/- £10,000 comments have been provided by the budget 

managers/Head of Service. 

 

Head of Service 
Current 
Budget  
£'000s 

Q3 
Forecast 
 £'000s 

Provisional 
Outturn 

£'000 

Contribution 
to/(from) 
reserves 

Revised 
Outturn   
£'000s 

Over/(Under) 
Spend Against  

Budget 

Over/(Under) 
Spend Against 

Forecast 
Actual 
Spend  
£'000s 

Actual 
Income 
£'000s 

£'000 £'000 % £'000 % 

Chief Operating Officer 5,140  5,020  5,227  45  5,272  132  +2.6  252  +5.0  42,575  (37,303) 

Chief Planning Officer 402  673  141  205  346  (56) -13.9  (327) -48.6  2,597  (2,251) 

Corporate Leadership 1,201  1,196  869  487  1,356  155  +12.8  160  +13.4  1,356  0  

Director of Finance & Resources 6,860  6,199  4,283  1,599  5,8828  (978) -14.3  (661) -5.1  14,242  (8,360) 

Economic Development 198  200  188  0  188  (10) -5.1  (12) -6.0  199  (11) 

Housing Manager 187  199  277  (88) 189  2  +1.1  (10) -5.0  341  (152) 

Head of ICT 2,604  2,810  2,374  438  2,812  208  +8.0  2  +0.1  8,328  (5,516) 

Head of Leisure & Health (25) 703  454  (4) 450  475  +1,900.0  (253) -36.0  5,897  (5,447) 

Head of Operations 4,917  4,517  4,280  94  4,374  (543) -11.1  (143) -3.2  7,627  (3,253) 

Programme Delivery  73  63  41  0  41  (32) -43.8  (22) -34.9  41  0  

Strategic Insight & Delivery (153) (10) (40) 58  18  171  +111.8  28  +280.0  3,252  (3,234) 

Total 21,404  21,570  18,094  2,834  20,928  (476) -2.2  (642) -3.0  86,455  (65,527) 
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Head of 
Service 

Service 
Grouping 

Budget  
 
 
£ 

Q3 
Forecast 

 
 £ 
 

Provisional 
Outturn 

 
£ 

Contribution 
to/(from) 
reserves 

Revised 
Provisional 

Outturn    
£ 

Over/Under) 
Spend Against 

Budget 
   Comment on Variance to Budget 

£ £ % 

Chief 
Operating 
Officer 

Building Control 152,540  159,553  105,859  0  105,859  (46,681) -30.6 

3C Building Control Head of Service was only 
part time as they moved to a new role. Also 
more external income generated than expected 
which reduced contribution needed from 
partners. 

Chief 
Operating 
Officer 

Business Team 279,496  254,846  253,978  0  253,978  (25,518) -9.1 

Vacant post in the team which has, in future 
years, been amended to remove underspend. 

Chief 
Operating 
Officer 

Chief Operating 
Officer 

108,229  123,492  102,663  0  102,663  (5,566) -5.1 

  

Chief 
Operating 
Officer 

Closed 
Churchyards 

(13,000) 0  306  0  306  13,306  102.4  
Income from this initiative is not achievable; 
and was withdraw in the MTFS submission. 

Chief 
Operating 
Officer 

Community 
Team 

549,538  516,612  597,996  (80,897) 517,099  (32,439) -5.9 

Staffing issues (long term sick) within the team 
have impacted on staff costs. This has been 
resolved by internal appointments.  
Grant funding has also been received for 
Homes for Ukraine to support over 370 guests 
(net nil spend as we use this funding) and 
Domestic Abuse and Asylum Seekers, 
supporting circa 100  people within the District. 

Rca Chief 
Operating 
Officer 

Council Tax 
Support 

(115,000) (129,089) (124,087) 0  (124,087) (9,087) -7.9 

  

Chief 
Operating 
Officer 

Customer 
Services 

979,276  889,164  850,059  0  850,059  (129,217) -13.2 

Vacancies have been held open following the 
introduction of the portal and new telephony 
system and Officers have been reviewing the 
job descriptions of the technical roles within 
the service to ensure we are recruiting for the 
correct skills to support the service. This has 

P
age 9 of 106



Service Grouping Summary 
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Head of 
Service 

Service 
Grouping 

Budget  
 
 
£ 

Q3 
Forecast 

 
 £ 
 

Provisional 
Outturn 

 
£ 

Contribution 
to/(from) 
reserves 

Revised 
Provisional 

Outturn    
£ 

Over/Under) 
Spend Against 

Budget 
   Comment on Variance to Budget 

£ £ % 

taken time and delayed recruitment to a 
technical vacancy, which has impacted the 
service but was the right thing to do.  

Chief 
Operating 
Officer 

Document 
Centre 

250,993  183,865  185,473  0  185,473  (65,520) -26.1 

Printing section has been closed and hybrid 
mail outsourced. This created a saving and 3 
posts had been budgeted for in 22/23 in error. 
These have now been removed in the 23/24 
MTFS approved by Council. 

Chief 
Operating 
Officer 

Emergency 
Planning 

30,692  27,704  28,054  0  28,054  (2,638) -8.6 

  

Chief 
Operating 
Officer 

Environmental 
Health Admin 

120,139  126,430  124,754  6,612  131,366  11,227  9.3  
Long term sick increased urgency of recruiting 
to post earlier than budgeted to ensure service 
provision was maintained.  

Chief 
Operating 
Officer 

Environmental 
Protection Team 

364,224  331,974  347,943  0  347,943  (16,281) -4.5 

Income from the Government’s COVID fund is 
allocated here, hence current underspend. 
Under active monitoring by Officers. Vacant EH 
Officer post following internal promotion and 
difficulty in recruiting meaning alternative 
arrangements are being made to address 
resource gap. 

Chief 
Operating 
Officer 

Housing Benefits 1,554,017  1,802,995  2,106,818  0  2,106,818  552,801  35.6  

Employees: temporary vacancies in 
establishment are being covered by a small 
number of contractors due to high on-going 
levels of work.  
Benefit & Transfer Payments: expenditure is 
offset by subsidy from DWP, although there is 
an impact from increased temporary 
accommodation costs that are not met by the 
funding given by the DWP.  Supplies and 
services: Issues with costings for hybrid mail 
plus one-off set up costs with new supplier.  
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Head of 
Service 

Service 
Grouping 

Budget  
 
 
£ 

Q3 
Forecast 

 
 £ 
 

Provisional 
Outturn 

 
£ 

Contribution 
to/(from) 
reserves 

Revised 
Provisional 

Outturn    
£ 

Over/Under) 
Spend Against 

Budget 
   Comment on Variance to Budget 

£ £ % 

Chief 
Operating 
Officer 

Housing 
Miscellaneous 

28,712  9,078  (2,337) 0  (2,337) (31,049) -108.1 

Increased ground rents (£10k) and 
management fee (£5k) to cover increased 
costs, neither of which were budgeted for, plus 
salary savings (£5k). Water charge £13k less 
than budgeted due to revised estimate 
received in March. 

Chief 
Operating 
Officer 

Housing Needs 1,141,989  1,106,038  1,051,121  118,899  1,170,020  28,031  2.5  

DLUHC made a further allocation of 
Homelessness Prevention Grant to councils in 
December. We received £106k which is in 
addition to the £227k received earlier in the 
year. As a ringfenced grant the underspend has 
been transferred to a reserve, this is £119k.  
£50k difference on B&B Costs & Recovery, main 
factor is block bookings for TA units necessary 
to ensure we do not lose units to other LA’s, if 
vacant no recovery of costs increasing the gap. 
Rental Deposit Scheme (RDS) payments 
reduced by £25k, but recovery was similar to 
spend, whereas there is an excess budget for 
spend on RDS payments. 

Chief 
Operating 
Officer 

Licencing (60,818) (146,929) (175,135) 0  (175,135) (114,317) -188.0 

There is a reduction in taxi licensing income. 
the majority of this is due to a reduction of 
income as a result of the covid recovery. 
Staffing underspend,  with amendments made 
to the structure to provide an ongoing saving to 
the Service in the MTFS. 

Chief 
Operating 
Officer 

Local Tax 
Collection 

(230,770) (236,154) (226,587) 0  (226,587) 4,183  1.8  
  

Chief Planning  
Officer 

Development 
Management 

(296,243) 46,514  (282,599) 20,000  (262,599) 33,644  11.4  

Changes in accrual estimates resulting from 
large Strategic planning applications submitted 
in Q4. 
Cost of agency staff for vacant posts and 
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Head of 
Service 

Service 
Grouping 

Budget  
 
 
£ 

Q3 
Forecast 

 
 £ 
 

Provisional 
Outturn 

 
£ 

Contribution 
to/(from) 
reserves 

Revised 
Provisional 

Outturn    
£ 

Over/Under) 
Spend Against 

Budget 
   Comment on Variance to Budget 

£ £ % 

backlog. Pre-application Service re-commenced 
Oct 22. Programme of Service Improvement 
Plan underway. 

Chief Planning  
Officer 

Planning Policy 674,211  608,217  406,084  185,495  591,579  (82,632) -12.3 

Additional priority income x 2 - £24k, CIL 
£43.9K better than budget, 17k saving on staff 
costs; £6k PPA not budgeted for; £4k saving on 
biodiversity action plan; A428 DCO costs (£20K) 
not budgeted for . 

Chief Planning  
Officer 

Public Transport 24,000  18,012  18,010  0  18,010  (5,990) -25.0 
  

Corporate 
Leadership 

Directors 1,035,191  1,029,766  696,549  500,000  1,196,549  161,358  15.6  
Place Strategy costs £131k, plus Director 
recruitment costs £20k and MailChimp bulk 
email services £7k 

Corporate 
Leadership 

Executive 
Support & 
Business 
Planning 

165,403  166,487  172,114  (12,993) 159,121  (6,282) -3.8 

  

Director of 
Finance & 
Resources  

Commercial 
Estates 

(2,959,599) (3,155,088) (4,009,952) 990,194  (3,019,758) (60,159) -2.0 

Salary saving on vacant posts during the year as 
well as recently vacant strategic manager role 
and savings from maintenance budgets 

Director of 
Finance & 
Resources  

Corporate 
Finance 

5,355,530  4,935,570  3,984,189  779,658  4,763,847  (591,683) -11.0 

Higher interest rates from increase in Bank of 
England base rate meant increased income 
from short term investments plus lower 
interest on PWLB loan due to early repayment  

Director of 
Finance & 
Resources  

Democratic & 
Elections 

928,428  823,879  983,716  (170,541) 813,175  (115,253) -12.4 

More income generated than budgeted for 
land charges. Underspend on Members' Special 
Duty Allowances. Income from parish council 
recharges for elections in May 2022. 

Director of 
Finance & 
Resources  

Energy & 
Sustainability 
Management 

54,992  10,987  42,309  0  42,309  (12,683) -23.1 

Savings from the Energy and Sustainability 
Manager role being vacant for part of the year 
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Head of 
Service 

Service 
Grouping 

Budget  
 
 
£ 

Q3 
Forecast 

 
 £ 
 

Provisional 
Outturn 

 
£ 

Contribution 
to/(from) 
reserves 

Revised 
Provisional 

Outturn    
£ 

Over/Under) 
Spend Against 

Budget 
   Comment on Variance to Budget 

£ £ % 

Director of 
Finance & 
Resources  

Facilities 
Management 

854,764  827,297  706,703  0  706,703  (148,061) -17.3 

Additional income generated letting out part of 
2nd floor Pathfinder House to CPCA from rental 
and service charge income. Business rates 
payable for various HDC sites happened to 
lower than was budgeted for in 22/23. Savings 
were also made as the facilities manager role 
became vacant part way through the year and 
wasn't filled 

Director of 
Finance & 
Resources  

Finance 720,585  689,002  688,830  0  688,830  (31,755) -4.4 

Salary savings from a vacant post 

Director of 
Finance & 
Resources  

Head of 
Resources 

104,518  88,903  92,221  0  92,221  (12,297) -11.8 

Savings due to the vacant director post being 
filled part way through the year 

Director of 
Finance & 
Resources  

Human 
Resources 

599,408  631,462  601,299  0  601,299  1,891  0.3  
  

Director of 
Finance & 
Resources  

Legal 223,940  188,043  185,802  0  185,802  (38,138) -17.0 

Savings from a reduction in HDC usage in the 
legal shared service 

Director of 
Finance & 
Resources  

Public 
Conveniences 

0  976  1,195  0  1,195  1,195  0.0  
  

Director of 
Finance & 
Resources  

Risk 
Management 

131,206  148,067  117,406  0  117,406  (13,800) -10.5 

Underspend is due to audit fees not being 
spent as contract was delayed (£22k). Part of 
underspend was offset due maternity leave 
cover +£9k 

Director of 
Finance & 
Resources  

Risk & Control 846,705  851,372  697,091  0  697,091  (149,614) -17.7 

Underspend due to renewal rates being better 
than what was anticipated 
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Head of 
Service 

Service 
Grouping 

Budget  
 
 
£ 

Q3 
Forecast 

 
 £ 
 

Provisional 
Outturn 

 
£ 

Contribution 
to/(from) 
reserves 

Revised 
Provisional 

Outturn    
£ 

Over/Under) 
Spend Against 

Budget 
   Comment on Variance to Budget 

£ £ % 

Director of 
Finance & 
Resources  

Covid Recovery 0  158,502  192,584  0  192,584  192,584  0.0  Known overspend due to Covid activity 

Economic 
Development 

Economic 
Development 

198,252  199,573  187,651  0  187,651  (10,601) -5.3 

There were staff savings owing to leavers and 
starters during the year.  The service made cost 
savings on existing supplies and contracts. 
In addition, income was received in relation to 
market towns footfall cameras which had not 
been forecast.  Furthermore, an unplanned 
cost of providing a BID ballot service for 
Huntingdon occurred in the year owing to the 
existing 5-year term concluding in 2022 and 
requiring a new ballot for a further 5 year term. 

Housing 
Manager 

Market Towns 0  0  85,738  (87,515) (1,777) (1,777) 2.1  
  

Housing 
Manager 

Housing Strategy 186,980  198,507  190,893  0  190,893  3,913  0.0  
  

Head of ICT 
ICT Shared 
Service 

2,604,140  2,809,738  2,373,513  438,331  2,811,844  207,704  8.0  

Following analysis carried out during the last 
quarter, the changes to the way in which the 
digital team funding is allocated is not yet 
reflected in the original budget figures. 

Head of 
Leisure & 
Health 

One Leisure 
Facilities 

(176,863) 530,784  255,194  25,000  280,194  457,057  258.4  See separate sheets 
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Head of 
Service 

Service 
Grouping 

Budget  
 
 
£ 

Q3 
Forecast 

 
 £ 
 

Provisional 
Outturn 

 
£ 

Contribution 
to/(from) 
reserves 

Revised 
Provisional 

Outturn    
£ 

Over/Under) 
Spend Against 

Budget 
   Comment on Variance to Budget 

£ £ % 

Head of 
Leisure & 
Health 

One Leisure 
Active Lifestyles 

151,457  171,741  198,823  (28,810) 170,013  18,556  12.3  

Variance is due to the following key reasons: 
a. Predominantly due to sports development 
not meeting their revenue targets versus the 
budget which is mainly due to slower recovery 
for specific disability sessions post COVID-19 
and this has duly affected revenue. 
b. The original sports development budgetary 
targets set were not consistent with actual 
usage and this has caused an issue between the 
correlation of actual activity and revenue 
generated for each session. 
 
 

Head of 
Operations 

CCTV (114,393) (115,437) (110,057) 0  (110,057) 4,336  3.8  
  

Head of 
Operations 

CCTV Shared 
Service 

243,826  277,102  253,902  0  253,902  10,076  4.1  

At the beginning of the year we were 
experiencing some long term sick issues which 
had an impact on staff salaries however income 
was expected to come via the incoming 
projects that were to be delivered  and this 
would have counteract the overspend and 
break even or deliver an underspend but not as 
much income came through to due to project 
delays by 3rd parties. 

Head of 
Operations 

Fleet 
Management 

317,275  312,089  260,596  0  260,596  (56,679) -17.9 

2 vacancies within the workshop, but one of 
the posts is being covered agency staff which is 
costing HDC than the permanent role. The role 
not being covered by agency has been removed 
from future budgets starting in 23/24. 

Head of 
Operations 

Green Spaces 641,178  639,570  729,026  (105,521) 623,505  (17,673) -2.8 

Extra income above budget and a saving on 
contactors has resulted in an underspend on 
Grounds maintenance and Aboricultural 
Services. 
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Head of 
Service 

Service 
Grouping 

Budget  
 
 
£ 

Q3 
Forecast 

 
 £ 
 

Provisional 
Outturn 

 
£ 

Contribution 
to/(from) 
reserves 

Revised 
Provisional 

Outturn    
£ 

Over/Under) 
Spend Against 

Budget 
   Comment on Variance to Budget 

£ £ % 

Head of 
Operations 

Head of 
Operations 

90,257  165,713  170,078  0  170,078  79,821  88.4  

Too much was accrued in relation to the high 
street fund, so when we received 
reimbursement from central government it 
didn't cover those costs. These are one off 
costs so this is not expected to impact future 
years 

Head of 
Operations 

Street Cleansing 867,885  830,101  816,707  0  816,707  (51,178) -5.9 

Street Cleansing were tasked with making a 
10%  budget saving, this has been achieved by 
Deletion of 3 posts along with removal of stand 
pipe licences have led to an underspend of 
£51k.  

Head of 
Operations 

Waste 
Management 

2,871,194  2,407,913  2,159,339  199,317  2,358,656  (512,538) -17.9 

Additional income generated through bulky 
waste collections, house clearance etc, 
Reduced recycling re processing cost through 
our MRF contract due to a buoyant market, 
gate fees movement from negative to positive 
position meaning we were paid to have our 
material reprocessed at the start of the 
financial year, though part way through the 
year this flipped. In addition, increased income 
from recycling credit income due to increased 
recycling material tonnages.  

Programme 
Delivery 
Manager 

Programme 
Delivery 

72,937  63,124  41,291  0  41,291  (31,646) -43.4 

Saving from vacant programme delivery 
manager post 

Strategic 
Insight & 
Delivery 

Car Park - On 
Street 

(131,724) 29  175  0  175  131,899  100.1  

Lower income due to CCC changes to on-street 
parking. This income is not HDC as is paid back 
to CCC. 
Historic issue with budget bid put in place now 
to recognise repayment to CCC 
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Head of 
Service 

Service 
Grouping 

Budget  
 
 
£ 

Q3 
Forecast 

 
 £ 
 

Provisional 
Outturn 

 
£ 

Contribution 
to/(from) 
reserves 

Revised 
Provisional 

Outturn    
£ 

Over/Under) 
Spend Against 

Budget 
   Comment on Variance to Budget 

£ £ % 

Strategic 
Insight & 
Delivery 

Car Parks - Off 
Street 

(1,070,361) (1,157,503) (1,137,453) 37,967  (1,099,486) (29,125) -2.7 

Income recovery slightly ahead of budgeted 
position. Some remedial works did not take 
place (£20k), this budget is moved into 23/24 
through a budget carry forward 

Strategic 
Insight & 
Delivery 

Countryside 248,166  281,619  239,829  44,741  284,570  36,404  14.7  

In 2019 a bid was approved which included the 
capital investment in Paxton Pits to add growth 
to the parks. There was an assumption that 
with this capital investment there would be a 
increase in income. The investment hasn't 
occurred nor is it expected in the near future 
which has meant that the increased income 
hasn't been realised 

Strategic 
Insight & 
Delivery 

Markets (38,346) 40,108  33,124  0  33,124  71,470  186.4  

Wednesday Market still not in operation but 
will be reintroduced 29 March 2023 as Traders 
lined up.  
Other markets operating at around 70% 
capacity, works ongoing to bring in more 
traders 

Strategic 
Insight & 
Delivery 

Parks and Open 
Spaces 

541,810  490,522  433,476  23,611  457,087  (84,723) -15.6 

Savings in salary are due to a Climate Support 
Officer Role being recruited initially instead of a 
Climate Co-ordinator role. The Support role 
was Part time and at a lower grade than the co-
ordinator. The Co-ordinator role will be 
recruited in Q1 23/24. 

Strategic 
Insight & 
Delivery 

Strategic 
Insight & 
Delivery 

99,360  136,552  144,953  0  144,953  45,593  45.9  

This overspend is being offset by savings in the 
Head of Operations post, and Waste Strategy 
cost centre. 

Strategic 
Insight & 
Delivery 

Transformation 198,256  198,255  246,208  (47,942) 198,266  10  0.0  
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One Leisure Facilities Comments 

 

St Ives Outdoor Centre 

1. The original budget for St Ives Outdoor was £121k and the actual year end position was £224k a 

negative variance of £102k 

2. Over £130k of this variance was attributed to sales performance at the Training Shed directly related 

to memberships. The Training Shed has now been taken back in house w.e.f 1.4.23 under One Leisure 

management.  

3. There was £25k expenditure saving which was related to the capital expenditure sinking fund for the 

3g pitch. We were able to remove £25k from the end of year forecast as we already had sufficient funds 

(£250k) in the sinking fund for pitch replacement 

 

Leisure Centres Corporate 

1. Overall the leisure centre corporate support team saw an overall underspend of £34k. This 

underspend in costs has been used to support new costs across the set-up and implementation of the 

new membership and sales process and system.  

2. In addition to this there was a direct overspend of £4k on payroll costs through the cover for maternity 

leave in One Leisure Direct that had not been originally budgeted. 

 

One Leisure Corporate Management 

1. As stated above the leisure centre corporate saving of £34k offsets the overspend seen in leisure 

corporate management of £73k 

2. The overall position therefore is £39k and this is broken down through an unbudgeted salary cost for 

the Training & Compliance Officer (£30k) + other on-costs related to this contracted position. 

   

St Neots Leisure Centre 

1. St Neots shows a £28k positive end of year variance versus a budget of £347k 

2. Therefore, the true P&L position is +£6k for 2022-2023 and this can be explained as follows: 

a. Improvements in income of £15k related to casual swimming and dry side activities 

b. Employees overspend of £50k of which £40k is attributed to mis-coding of General Management 

salary 

c. There was an overspend of £23k on operating costs within site and centre for replacement equipment 

costs 

d. Buildings & premises shows an overall saving of £60k which is made up of utility savings (£50k) and 

business rates (£10k) 

 

Huntingdon Leisure Centre 

1. Overall Huntingdon Leisure Centre was budgeted to make a surplus of £128k and delivered £54k 

therefore had a negative P&L of £74k 

2. This can be summarised as follows: 

a. Overall income was worse by £90k versus budget and the main issue for income performance was 

memberships which was off budget by £120k. This is through very challenging budgets but mainly 

attributed to higher levels of competition seen in Anytime Fitness and Gym Group 

b. Within expenditure there was  a saving of £14k in buildings overall in the year but this was offset by an 

overspend in staffing of £14k.           
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St Ives Leisure Centre 

St Ives Leisure Centre had a budgeted surplus position of £375k but their actual out turn was £231k with 

a movement of £143k 

a. Overall the income for the year is £100k worse than budget and the reasons for this are around fitness 

activities (£210k) and £60k on indoor sports and hospitality 

b. These have been balanced off through improvements in swimming £120k and ten pin bowling £50k 

c. In terms of expenditure there was an overspend on employees of £62k and £47k of this is around the 

mis-coding of the general management salary. In addition there was a further overspend in building of 

£6k which was a mitigated position between an overspend on utilities and underspend on business 

rates. 

 

Ramsey Leisure Centre 

Overall Ramsey Leisure Centre were planned to make a small deficit of £3k but their end of year actual 

performance was £134k meaning a deficit position of £131k. This was due to the following reasons: 

a. Overall income was worse by £37k and this was attributed to fitness activities (£73k) which was offset 

by casual swimming of £46k 

b. The expenditure was £94k worse than budget and this is related to the following: 

c. electricity overspend of £50k due to the decarbonisation and increase in electricity wholesale prices 

d. The business rates were £50k worse than budget as the centre was re-rated following the completion 

and opening of the new 3g Football pitch at the centre 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
          

Financial Dashboard 
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The NDR graph above shows the total amount of NDR bills raised in 2022/23 and the actual receipts 

received up to the end of March. The Council tax graph below provides the same analysis. 

 

Outstanding Miscellaneous Debt Overdue for Payment 
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The level of miscellaneous debt outstanding at 31 March 2023 remains high at £7.163m (31 March 2022, 

£3.906m). Of this, £6.172m relates to invoices less than 30 days old. 

 

Over 90% of the debt is made up as follows: 

 

Department Amount Owed 

£m  

3C Share Services 5.226 

Operations 0.569 

Commercial Estates 0.417 

Housing 0.471 

 

Bad debt provision of £611k has been provided to reflect what is at risk of non-payment in 2023/24. 
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HUNTINGDONSHIRE DISTRICT COUNCIL 
 
 

Title/Subject Matter:  LGA Peer Review – Internal Audit 
 
Meeting/Date:  Corporate Governance Committee – 30 May 2023 
 
Executive Portfolio:  Corporate and Shared Services 
 
Report by:   Director for Finance and Corporate Resources 
 
Ward(s) affected:  N/A 

 
 
Executive Summary: 
 
The role of Internal Audit in local authority bodies has changed over recent years, 
with a need for the services to move away from the traditional process driven 
checks and reviews to becoming a service that is fully involved in the wider 
governance of the organisation. Recognising this, the LGA was invited to 
undertake a peer review of HDC’s internal audit provision and to recommend 
changes that should be made to demonstration the organisation is meeting these 
requirements. 
 
The accompanying reports outline the findings of the LGA peer team, having 
accessed the organisation against CIPFA’s “Internal Audit Untapped Potential” 
report, a copy of which is also attached, and their suggested recommendations 
for actions to be implemented to improve compliance with CIPFA’s advice. The 
team’s suggested recommendations also include actions for CGC to consider for 
improving its effectiveness. 
 
Recommendation(s): 
 
The Committee is asked to consider the recommendations in the report and to 
agree to accept them. 
 
 
 

Public 
Key Decision - No  
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1. PURPOSE OF THE REPORT 
 
1.1 To present the findings of the LGA Peer review of Internal Audit. 
 
2. WHY IS THIS REPORT NECESSARY/BACKGROUND 
 
2.1 The report provides insight into the changing demands on the Internal 

Audit service and proposes changes to how it operates and how the 
organisation should adapt to demonstrate the effectiveness of its internal 
governance processes. There are also links into the statutory 
requirements for the organisation and the evidence required to satisfy 
these. 

 
3. KEY IMPACTS / RISKS 

 
3.1 If the organisation does not adapt it will not meet its statutory obligations 

for internal governance and assurance. This brings reputational risks as 
well as potential budget impacts.  

 
4. WHAT ACTIONS WILL BE TAKEN 
 

4.1 The LGA reports include recommendations and suggestions to improve 
the organisation’s compliance with CIPFA’s governance advice. It is 
proposed these recommendations are accepted and actions agreed to 
implement these. 

 
5. LINK TO THE CORPORATE PLAN, STRATEGIC PRIORITIES AND/OR 

CORPORATE OBJECTIVES 
 
5.1 Effective governance arrangements are required to underpin the delivery 

of the Corporate Plan. 
 
6. LEGAL IMPLICATIONS  
 
6.1 Effective governance arrangements are necessary to demonstrate and 

evidence the organisation’s compliance with statutory duties and reporting.  
 
7. REASONS FOR THE RECOMMENDED DECISIONS  
 
7.1 All public bodies are increasingly required to demonstrate their compliance 

with recommended governance arrangements. By heeding the 
recommendations of the LGA Peer Review, the Council will improve its 
governance functions demonstrating decisions and actions are 
appropriately challenged and considered and put in place robust 
processes to validate these.  

 
8. LIST OF APPENDICES INCLUDED 
 

Appendix 1 – HDC Audit Peer Challenge report, draft 
Appendix 2 – HDC Audit – proposed suggestions 
Appendix 3 – CIPFA’s Internal Audit Untapped Potential Report 
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CONTACT OFFICER 
 
Name/Job Title: Karen Sutton, Director of Finance and Corporate Resources 
Tel No:   01480 387072  
Email:   Karen.Sutton@huntingdonshire.gov.uk  
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1. Executive summary 
 

Engagement with HDC 

Huntingdonshire District Council (HDC) has had significant change in both its 

members and officers in the last year.  In May 2022, there was a change in political 

control of the Council to a joint administration between three parties and the 

independent group, with the largest group on the Council forming the opposition. 

There has also been significant change amongst the senior management with a new 

Section 151 Officer/Director of Finance and Corporate Services appointed in July 

2022 and the Corporate Director for People stepping up to become the Interim 

Managing Director in March 2023. The Chair and Vice Chair of the Corporate 

Governance Committee are both new Councillors, as well as the portfolio holder for 

audit. 

Members of the Corporate Governance Committee are supportive of the key role of 

Internal Audit and recognise its importance to the council. The 2021/22 annual report 

of the Corporate Governance Committee highlights that a knowledge and skills 

assessment has not been carried out recently and training needs have not been 

identified. This presents an opportunity for the Internal Audit Manager to facilitate or 

feed into a Corporate Governance Committee self-assessment exercise and help to 

develop a training programme for members. 

Relevant guidance suggests that an annual self-assessment is carried out to allow 

the committee to consider whether it is performing effectively. It is therefore 

recommended that the Terms of Reference for the Corporate Governance 

Committee are regularly/annually reviewed to ensure continuous improvement. It is 

also recommended to consider a report to the Corporate Governance Committee on 

the CIPFA ‘Internal audit: untapped potential’ report to highlight areas for action. 

Along with this, it is a review the role of the Corporate Governance Committee within 

the Constitution would be beneficial, to ensure the role of committee is clear and 

transparent. 

The peer team were informed that Internal Audit currently consults with the Senior 

Leadership Team and the Corporate Governance Committee to request input into the 

annual plan of internal audit work ahead of plan approval however there could be 
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more opportunity for face-to-face consultation. The council has developed a new 

strategic risk register and Internal Audit have been requested to discuss key strategic 

risks with each service area and devise an assurance plan to provide assurance on 

the management of key risks. This approach has many benefits, and it is 

recommended that HDC continue to seek opportunities for consultation. 

The peer team were advised that some services approach the Internal Audit team for 

advice about control improvements. It is suggested that during planning the Internal 

Audit team considers areas where a ‘position statement’ could be provided, covering 

new or developing areas such as climate or culture. The position statement is 

designed to be advisory in nature, highlighting suggested improvement points using 

best practice or benchmarking without providing an overall opinion on the area 

reviewed.  

The new Assurance Board is a positive step to achieving a strong ethical culture and 

provides support for statutory officers to ensure compliance, supporting shared 

values and accountability. It is suggested that the Internal Audit Manager, the 

Monitoring Officer and Director of Finance and Corporate Resources could establish 

forums to regularly meet to raise and resolve concerns. 

HDC has seen recent changes to the senior management team and the membership 

of the Corporate Governance Committee.  It is recommended to undertake a 

governance review as part of establishing the new management team as turnover in 

key statutory officer posts represents a risk to a strong governance culture. Joint 

training for members and officers on good governance can also establish effective 

relationships. 

A calculation of auditor’s chargeable time along with a skills and knowledge 

assessment would help to assess Internal Audit’s capability and capacity needs. It is 

therefore recommended that both are carried out once an assurance plan for 

2023/24 has been devised to provide coverage on the council’s key risks.  

The peer team observed that the Internal Audit team at HDC are currently involved in 

some tasks that typically sit outside of the Internal Audit function which could distract 

resources away core assurance services and could threaten the Internal Audit’s 

objectivity if they are required to provide independent assurance over the 

effectiveness of controls within these systems. It is therefore recommended that 
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senior management and Internal Audit work together to consider whether internal 

audit is best placed to undertake these tasks. 

Quality, impact and continual improvement 

The peer team reviewed a series of documents and provided a report to HDC 

including details of their assessment against the Public Sector Internal Audit 

Standards (PSIAS) standards. The Internal Audit Manager is currently undertaking a 

refreshed Internal Assessment and it is recommended that each standard makes 

references to available evidence where possible in preparation for a full External 

Quality Assessment. 

To conform with the PSIAS, the Internal Audit service should maintain a Quality 

Assurance and Improvement Plan (QAIP) to assess the efficiency and effectiveness 

of the internal audit activity and identify opportunities for improvement. It is 

recommended that the Internal Audit be supported to allocate time to evaluate what 

works well at the present time and indicate what areas require development and 

investment. A detailed QAIP that covers audit training, and any areas of partial 

conformance with PSIAS and Local Government Application Note (LGAN), along with 

work on improvements to internal audit planning, resourcing and auditor skills will 

likely realise the greatest benefits and allow the Internal Audit team to undertake 

more audits with a strategic focus as well as demonstrate a commitment to 

continuous improvement. 

Assurance 

The peer team identified that Internal Audit could be called upon more frequently to 

contribute their advice and assistance during transformational developments, which 

could also promote a clearer understanding of the assurances and activities that 

internal audit can provide. For example, the Internal Audit Manager could be kept 

informed of the outcomes of management team meetings or invited where relevant to 

observe discussions relating to key transformation projects. 

Annual face to face planning meetings with senior managers, discussing any third-

party assurances and whether they can be relied upon in place of a full Internal Audit 

review, would allow an assurance map to be developed to conform to PSIAS 

standards. 
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2. Key recommendations 
 

There are a number of observations and suggestions within the main section of the 

report. The following are the peer team’s key recommendations to the council: 

2.1. Corporate Governance Committee 

It is recommended that the Corporate Governance Committee be enhanced with 

support from officers by: 

2.1.1. Internal Audit Manager to facilitate or feed into a CIPFA Corporate 

Governance Committee self-assessment exercise and help to develop a 

training programme for members. 

2.1.2. The Terms of Reference for the Corporate Governance Committee to 

be regularly/annually reviewed best practice to ensure continuous 

improvement. The council should also consider a review of the role of the 

Corporate Governance Committee within the Constitution, to ensure the 

role of committee is clear and transparent. 

2.2. Roles and Responsibilities 

Clarification of roles and responsibilities for audit, risk and governance by: 

2.2.1. Senior management and internal audit to work together to consider 

whether internal audit is best placed to undertake additional tasks outside 

of its core purpose such as Annual Governance Statement, Code of 

Corporate Governance review.    

2.2.2. Consider governance arrangements: 

 Internal Audit Manager, the Monitoring Officer and Director of Finance 

and Corporate Resources to consider regularly meeting to raise and 

resolve concerns.  

 Carrying out a governance review (stock-take) as part of establishing 

the new management team.  

 Joint training for members and officers on good governance.  
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2.2.3. Consider how to ensure the Internal Audit Manager is informed of the 

outcomes of Management Team meetings, including potentially inviting 

them where relevant to observe discussions relating to key transformation 

projects to enhance strategic approach to auditing. 

2.3. Internal Audit Strategy 

Maximising the potential of Internal Audit and employing best practice by: 

2.3.1. Internal Audit should consider areas in the assurance plan where a 

‘position statement’ style approach could be used to provide advisory 

support for new or developing areas. 

2.3.2. A calculation of auditor’s chargeable time should be undertaken along 

with a skills and knowledge assessment of the audit team once an 

assurance plan for 2023/24 has been devised. If a shortfall is identified, 

this to be reported to senior management and Corporate Governance 

Committee for resolution. 

2.3.3. The internal assessment should reference available evidence to 

support conformance for each standard in preparation for a full External 

Quality Assessment. 

2.3.4. A detailed QAIP should be developed, shared and discussed with 

senior management and the Corporate Governance Committee. 

2.3.5. Internal Audit should continue to look for opportunities to carry out data 

analytics and invests in skills in this area for the future. In the meantime, 

the team can suggest data maturity enhancements in each area audited if 

full population testing cannot be carried out. 

2.3.6. Internal Audit to consider its approach to supporting the Assurance 

Board forward plan and Terms of Reference review in addition to 

supporting the Corporate Governance Committee. 
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3. Summary of the peer challenge approach 

3.1. The peer team 

Peer challenges are delivered by experienced elected member and officer peers.  

The make-up of the peer team reflected the focus of the peer challenge and peers 

were selected on the basis of their relevant expertise.  The peers were: 

 Lead Officer Peer – Faye Haywood, Head of Internal Audit – Eastern Internal 

Audit Services.  

 Officer Peer - Heloise MacAndrew, Head of Companies, Compliance & 

Assurance – Cheshire West and Chester Borough Council.  

 Member Peer – Cllr Mike Evemy, Deputy Leader and Cabinet Member for 

Finance - Cotswold District Council 

 Peer Challenge Manager – Aimee Wittams-Smith, Regional Adviser, LGA 

3.2. Scope and focus 

It was agreed that the LGA would support and assist Huntingdonshire District Council 

(HDC) by delivering a programme of peer challenge and peer support.  The peer 

challenge aimed to help HDC develop a plan to improve its approach to internal audit 

and help it prepare for an external assessment. 

HDC asked the peer team to assess whether there needs to be some change to how 

internal audit is carried out, whether it should it be more strategic and risk-based 

across the organisation rather than focusing on individual processes, and what 

controls are in place. The peer challenge process also included exploring the wider 

governance side of audit, including the council’s constitution. 

The LGA therefore utilised CIPFA’s ‘Internal audit: untapped potential’ report as the 

framework for this work, the peer team explored the challenges and potential for 

internal audit at Huntingdonshire District Council. 

The 10 questions for Internal Audit formed the basis of this framework: 

Engagement with HDC 

1. Does internal audit receive the right level of support and engagement from the 

Corporate Governance Committee?  
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2. Does internal audit get good engagement from across HDC when it plans and 

conducts audits? How does it create its audit plan? 

3. Do managers within HDC seek advice or assurance from internal audit?  

What are the drivers of or obstacles to this? 

4. Has the head of internal audit indicated that resources (capability or capacity) 

need to increase?  - How have they quantified this and what steps are being 

taken to address this? 

Quality, impact and continual improvement 

5. Does internal audit conform to PSIAS? This should also include conformance 

with the Local Government Application Note. 

6. What action is internal audit taking to continually improve its quality, 

engagement and impact for the organisation? Is internal audit considering the 

skills and competencies it will need in the future as well as now? 

Assurance 

7. Is there a clear view of the assurance that internal audit does, and does not, 

provide? What assurance is provided by other functions or parties? Are there 

gaps in the assurance that management or the audit committee require? 

8. How do internal audit plans map to the organisation’s strategic priorities and 

risks?  

9. How is internal audit developing its approach to providing assurance – for 

example, making greater use of data or undertaking audits with a more 

strategic focus?  

Strategy 

10. What factors currently determine HDC’s internal audit strategy? IS HDC 

confident that the strategy will deliver their internal audit needs in the future? 

3.3. The peer challenge process 

Peer challenges are improvement focused; it is important to stress that this is not an 

inspection.  The peer team have used their experience and knowledge of local 

government to reflect on the information presented to them by people they met, 

things they saw and material that they read. The peer team prepared by reviewing a 
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range of documents and information in order to ensure they were familiar with the 

council and the challenges it is facing.  

This review was delivered in a two staged approach. Stage one included a desk-

based diagnostic of key documentation requested by the peer review team. 

Discussions were also held with the Director of Finance and Corporate Resources 

(S151), the Internal Audit Manager, the Chair and Vice Chair of the Corporate 

Governance Committee, and the portfolio holder for audit. 

For stage two, an onsite peer challenge was arranged on Thursday 23 March to 

present and discuss early observations to allow an action plan to be develop. During 

their time on-site, the peer team met with the Interim Managing Director, Director of 

Finance and Corporate Resources (S151), Internal Audit Manager, Monitoring 

Officer, Chief Operating Officer, Chief Financial Officer, the Chair and Vice Chair of 

the Corporate Governance Committee, an opposition committee member, the 

portfolio holder for audit and the Leader of the council. 

This report provides a summary of the peer team’s findings. In presenting feedback, 

they have done so as fellow local government officers and members. 

4. Feedback 

4.1. Does internal audit receive the right level of support and engagement 

from the Corporate Governance Committee?  

 

Members of the Corporate Governance Committee are supportive of the key role of 

Internal Audit and recognise its importance to the council. The Chair and Vice Chair 

indicated that they could benefit from meetings with the Internal Audit Manager and 

Director of Finance and Corporate Resources officer in addition to the committee pre-

meetings which currently take place. 

The 2021/22 annual report of the Corporate Governance Committee highlights that a 

knowledge and skills assessment has not been carried out recently and training 

needs have not been identified. This presents an opportunity for the Internal Audit 

Manager to facilitate or feed into a Corporate Governance Committee self-

assessment exercise and help to develop a training programme for members. 
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The Chartered Institute of Public Finance and Accountancy (CIPFA) ‘Practical 

Guidance for Local Authorities and Police’ suggests that an annual self-assessment 

is carried out to allow the committee to consider whether it is performing effectively 

and in accordance with its Terms of Reference. In addition, the Public Sector Internal 

Audit Standards (PSIAS) also call for the committee to assess their remit and 

effectiveness, in relation to Purpose, Authority and Responsibility. It is therefore 

recommended that the Terms of Reference for the Corporate Governance 

Committee are regularly/annually reviewed against CIPFA best practice standards 

and other example of best practice from across the sector to ensure continuous 

improvement. It is also recommended to consider a report to the Corporate 

Governance Committee on the CIPFA ‘Internal audit: untapped potential’ report to 

highlight areas for action. 

In comparison to other council constitutions, references to internal audit and the 

Corporate Governance Committee’s terms of reference in relation to audit in HDC’s 

constitution are less comprehensive. It is recommended that HDC consider a review 

the role of the Corporate Governance Committee within the Constitution, to ensure 

the role of committee is clear and transparent. 

4.2. Does internal audit get good engagement from across HDC when it 

plans and conducts audits? How does it create its audit plan? 

Internal Audit indicated good engagement from auditees when conducting audits and 

that questionnaire feedback from auditees gathered upon audit completion has not 

indicated any concerns in this area.  

The PSIAS highlights that audit planning should be carried out in consultation with 

senior management and the Corporate Governance Committee to understand the 

organisation strategies, key business objectives, associated risks, and risk 

management processes.  The resource management standard within the PSIAS also 

outlines that the deployment of resources, especially the timing of engagements, 

should be done in conjunction with management to minimise abortive work and time.  

The peer team were informed that Internal Audit currently consults with the Senior 

Leadership Team and the Corporate Governance Committee to request input into the 

annual plan of internal audit work ahead of plan approval however there could be 

more opportunity for face-to-face consultation. The 2022/23 Internal Audit Plan was 
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devised by undertaking a risk assessment within the audit universe (the council’s 

record of auditable areas). Previous audit gradings in each area and risks known to 

the Internal Audit Manager were considered to create an assurance plan for the year 

ahead.  

The council has developed a new strategic risk register and Internal Audit have been 

requested to discuss key strategic risks with each service area and devise an 

assurance plan to provide assurance on the management of key risks. This approach 

is beneficial as it allows the senior leadership team and service managers to buy into 

the audit approach, giving an indication of their concerns and how the audit could 

add value. It can also lead to the establishment of a mutually acceptable timeframe 

for the audit, reducing the risk of requests for audit cancellations or deferrals. In 

addition, this approach can allow information to be gathered about other available 

and reliable assurances in order to conform with PSIAS standards. 

4.3. Do managers within HDC seek advice or assurance from internal audit? 

What are the drivers of or obstacles to this? 

The HDC 2022/23 Internal Audit & Assurance Plan includes a commitment for the 

Internal Audit Team to Remain future focused. Within the Internal Audit Charter, the 

roles and responsibilities section outlines the difference between assurance and 

advisory services provided by the team. The peer team observed that it can be 

difficult for Internal Audit to support advisory work with current resources when also 

delivering assurance work for the opinion. Internal Audit did however report that 

some services do approach the team for advice about control improvements. It is 

suggested that during planning the Internal Audit team considers areas where a 

‘position statement’ could be provided, covering new or developing areas such as 

climate or culture. The position statement is designed to be advisory in nature, 

highlighting suggested improvement points using best practice or benchmarking 

without providing an overall opinion on the area reviewed.  

Having a strong ethical culture is frequently highlighted as essential for good 

governance, including recent Best Interest reports which highlight the devastating 

impact of obstacles and the importance of a speak up culture supported by a strong 

internal audit function. The new Assurance Board is a positive step to achieving this 

and provides support for statutory officers to ensure compliance, supporting shared 
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values and accountability.  It is suggested that the Internal Audit Manager, the 

Monitoring Officer and Director of Finance and Corporate Resources could establish 

forums to regularly meet to raise and resolve concerns. 

There have been recent changes to the management team and membership of the 

Corporate Governance Committee at HDC. Team building and a governance focus 

which includes Internal Audit could ensure relationships are positively established, 

roles and responsibilities are understood and working styles identified to avoid silos, 

ensure effective collaboration, and a listening ‘speaking truth to power’ culture.  Best 

Interest reports highlight that turnover in key statutory officer posts represents a risk 

to a strong governance culture and therefore undertaking a governance review as 

part of establishing the new management team is recommended. Joint training for 

members and officers on good governance can also establish effective relationships. 

4.4. Has the head of internal audit indicated that resources (capability or 

capacity) need to increase?   

The PSIAS Resource Management standard outlines that if the Internal Audit 

Manager believes that the level of agreed resources will impact adversely on the 

provision of the internal audit opinion, these consequences should be brought to the 

attention of the Corporate Governance Committee. This may include an imbalance 

between the work plan and resource availability or other significant matters that 

jeopardise the delivery of the plan or require it to be changed. Reference is made 

throughout the PSIAS standards to stress the importance of auditors keeping skills 

and knowledge up to date whilst only carrying out work for which they have the 

relevant expertise. 

A calculation of auditor’s chargeable time (available audit days) has not been 

undertaken at HDC, and a skills and knowledge assessment has not been carried out 

in the current Internal Audit team. These would help to determine whether capability 

or capacity needs to increase. It is therefore recommended that both are carried out 

once an assurance plan for 2023/24 has been devised to provide coverage on the 

council’s key risks.  

The peer team observed that the Internal Audit team at HDC are currently involved in 
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some tasks that typically sit outside of the Internal Audit function such as 

management of the whistleblowing register, National Fraud Initiative data upload and 

match management, anti-fraud and corruption policy update, code of corporate 

governance updates and drafting the council’s Annual Governance Statement. These 

are all legitimate functions for Internal Audit to feed into, however accountability for 

these tasks could distract resources away from providing core assurance services 

and could threaten the Internal Audit’s objectivity if they are required to provide 

independent assurance over the effectiveness of controls within these systems. It is 

therefore recommended that senior management and Internal Audit work together to 

consider whether internal audit is best placed to undertake these tasks. 

4.5. Does internal audit conform to PSIAS? This should also include 

conformance with the Local Government Application Note. 

The peer team reviewed an internal assessment document and various reports 

provided to the Corporate Governance Committee and provided a report to HDC 

including details of their assessment against the standards. The Internal Audit 

Manager is currently undertaking a refreshed Internal Assessment and it is 

recommended that each standard makes references to available evidence where 

possible in preparation for a full External Quality Assessment. 

4.6. What action is internal audit taking to continually improve its quality, 

engagement and impact for the organisation? Is internal audit 

considering the skills and competencies it will need in the future as well 

as now? 

To conform with the PSIAS, the Internal Audit service should maintain a Quality 

Assurance and Improvement Plan (QAIP) to assess the efficiency and effectiveness 

of the internal audit activity and identify opportunities for improvement.  

Outstanding actions from the council’s 2018 self-assessment of conformance against 

the PSIAS and Local Government Application Note (LGAN), contained in the most 

recent annual Internal Audit report presented to the Corporate Governance 

Committee in July 2022, include carrying out auditor training on the PSIAS, a review 

of auditor training and development needs, and a full review of the audit manual. The 
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peer team were informed that questionnaire feedback is sought from auditees to feed 

into the QAIP and to assist with continuous improvement however the results of any 

feedback are not yet reported to senior management or the Corporate Governance 

Committee. 

A highly dedicated and experienced internal audit resource is an asset worth 

investing in and should result in the council being able to take advantage of sound 

advice on emerging risks that could threaten the council’s ability to achieve 

objectives. It is recommended that the Internal Audit be supported to allocate time to 

evaluate what works well at the present time but also to indicate what areas require 

development and investment. A detailed QAIP could include team training 

requirements, areas of all perceived partial conformance with PSIAS and LGAN with 

actions and performance metrics measured by the team with stretching targets to 

demonstrate a commitment to continuous improvement. 

4.7. A) Is there a clear view of the assurance that internal audit does, and 

does not, provide? B) What assurance is provided by other functions or 

parties? C) Are there gaps in the assurance that management or the 

Corporate Governance Committee require? 

HDC’s Internal Audit Charter outlines a high-level overview of the roles and 

responsibilities of the Internal Audit team, covering examples of assurance activities 

and advisory work. The Internal Audit & Assurance plan presented to the CGC in 

April 2022 highlights that internal audit can provide assurance at an early stage of 

service or transformational development and that internal audit strives to be trusted 

advisor to senior management and the Corporate Governance Committee. 

Contributing positively to service developments and initiatives is one way in which 

that trust can be gained. 

The peer team identified that Internal Audit could be called upon more frequently to 

contribute their advice and assistance during transformational developments, which 

could also promote a clearer understanding of the assurances and activities that 

internal audit can provide. For example, the Internal Audit Manager could be kept 

informed of the outcomes of management team meetings or invited where relevant to 

observe discussions relating to key transformation projects. Keeping the Internal 
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Audit team informed could promote pragmatic discussions about where Internal Audit 

can be involved at an earlier stage in an advisory capacity such as through a 

‘position statement’ as described earlier in this report.   

The peer team were advised that Internal Audit have sought to keep the audit 

universe up to date with details of any available assurances. Annual face to face 

planning meetings with senior managers, discussing any third-party assurances and 

whether they can be relied upon in place of a full Internal Audit review, would allow 

an assurance map to be developed to conform to PSIAS standards. 

Risk Management has been identified by the Corporate Governance Committee as a 

key area for increased focus, and a Risk Management Register has been developed 

to address this. Members advised that they are keen to engage with Risk 

Management. For example, the portfolio holder for audit identified the council’s 

investment property portfolio of approximately £70 million in value as an area of 

significant financial risk and suggested it could be reviewed regularly given the risk of 

voids on revenue and the illiquidity of the assets should the council need additional 

one-off funding. 

4.8. How do internal audit plans map to the organisation’s strategic 

priorities and risks? 

Until such time that Internal Audit can rely on the council’s assessment of risk to 

inform audit planning, it is suggested to promote risk management improvements and 

rely on alternative audit planning methods. CIPFA’s ‘Internal audit: untapped 

potential’ report highlights that Internal Audit should be involved in enhancing risk 

maturity. Conducting a risk maturity assessment would be a good way to provide 

advice and increase the chances that the risk register can be relied on for planning 

purposes as maturity increases. 

HDC’s risk management strategy is under review, and the council acknowledge that 

risk management could be further developed. The peer team shared with HDC some 

observations that would likely be made about the current strategic risk register and 

strategy during a maturity assessment. These included a need for further clarification 

of roles and responsibilities, ensuring that strategic and operational risks are linked to 
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the council’s objectives, risk training provision, and defining the risk appetite.  

The peer team undertook a high-level review of the strategic risk register which 

indicated some symmetry with risks raised and assurances suggested. There are 

areas suggested in the 2022/23 revised plan but not necessarily delivered due to 

resourcing constraints or it not having been determined that there is value in carrying 

out an audit in-year. 

4.9. How is internal audit developing its approach to providing assurance – 

for example, making greater use of data or undertaking audits with a 

more strategic focus? 

Work to develop a QAIP that covers audit training, and any areas of partial 

conformance with PSIAS along with work on improvements to internal audit planning, 

resourcing and auditor skills will likely realise the greatest benefits and allow the 

Internal Audit team to undertake more audits with a strategic focus.  

Data analytics is often an emerging area of audit practice in local government. The 

peer team understand that the Internal Audit team at HDC has access to software for 

data analytics but in practice this software is not being fully utilised. It is 

acknowledged that work can be carried out using Excel if Internal Audit team 

members are skilled in data analytics techniques. It is suggested that the Internal 

Audit team continues to look for opportunities to carry out data analytics and invests 

in skills in this area for the future. 

From a governance and strategic focus perspective, Internal Audit should consider its 

approach to supporting the Assurance Board forward plan and undertake a Terms of 

Reference review in addition to supporting the Corporate Governance Committee. 

4.10. What factors currently determine HDC’s internal audit strategy? Is HDC 

confident that the strategy will deliver their internal audit needs in the 

future? 

 

Access to a skilled and adequately resourced team supported by senior management 

and the Corporate Governance Committee will determine the effectiveness of the 
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Internal Audit Strategy. The recruitment and retention of local government internal 

auditors is acknowledged as a key challenge and the HDC team have attempted the 

‘grow your own’ strategy to enhance resilience in the long term. Investment in the 

training and development needs of an internal audit team would demonstrate 

conformance with PSIAS and allow the team to fulfil their potential and take up their 

role as trusted advisors.  

It is often unrealistic to expect a small internal audit team to recruit and retain a 

specialist IT auditor so using an outsourced provision for this work is a viable solution 

for providing valuable coverage.  It is therefore recommended that the Director of 

Finance and Corporate Resources and Internal Audit Manager to work together to 

formally appoint the outsourced provider so that assurance can be provided to 

support the opinion. 

5. Next steps 
 

It is recognised that senior political and managerial leadership will want to consider, 

discuss and reflect on these findings.  

Both the peer team and LGA are keen to build on the relationships formed through 

the peer challenge.  

In the meantime, Rachel Litherland, Principal Adviser for the East of England Region, 

is the main contact between your authority and the Local Government Association. 

Rachel is available to discuss any further support the council requires. 

rachel.litherland@local.gov.uk, 07795 076834. 
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Suggestions - Peer review Internal Audit Huntingdonshire District Council March 2023 

 

Ref Suggestion  Comment 

1. Internal Audit Manager to facilitate or feed into a CIPFA 
Corporate Governance Committee self-assessment exercise 
and help to develop a training programme for members. 

 

2. The Terms of Reference for the Corporate Governance 
Committee to be regularly/annually reviewed against CIPFA 
best practice standards and other example of best practice from 
across the sector to ensure continuous improvement. 

 

3. Further questions for consideration by the CGC: 

 Could the MO/Deputy MO be more involved with the 
Corporate Governance Committee, by presenting the 
Annual Governance Statement, Corporate Code of 
Governance?  

 There are no declarations of interest recorded for the 
last 12 months.  Are there are any that have gone 
unrecorded? Is advice of the MO being taken on 
interests by the committee?  

 Could task groups or working groups of the committee 
be set up to give additional capacity to review areas of 
risk/financial strain in more detail?   
 

 

4. The Corporate Governance Committee to consider receiving a 
briefing on CIPFA’s Internal Audit Untapped Potential report 
highlighting areas for action. 

 

5. Consider a review the role of the Corporate Governance 
Committee within the Constitution, to ensure the role of 
committee is clear and transparent. 

 

6. Governance review suggestions.  

 Internal Audit Manager, the Monitoring Officer and 
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Director of Finance and Corporate Resources to 
consider regularly meeting to raise and resolve 
concerns.  

 Carrying out a governance review (stock take) as part 
of establishing the new management team.  

 Joint training for members and officers on good 
governance.  

7. Senior management and internal audit to work together to 
consider whether internal audit is best placed to undertake 
additional tasks outside of its core purpose such as Annual 
Governance Statement, Code of Corporate Governance 
review.    
 

 

8. Consideration be made to keeping the Internal Audit Manager 
informed of the outcomes of Management Team meetings or 
invited where relevant to observe discussions relating to key 
transformation projects to enhance strategic approach to 
auditing.  
 

 

9. The Internal Audit Manager to discuss key strategic risks from 
the register with each service area and devise an assurance 
plan covering the management of key risks. 
 

 

10. Conducting a risk maturity assessment would be a good way to 
provide advice and increase the chances that the risk register 
can be relied on for planning purposes as maturity increases. 

 

11. Internal Audit considers areas in the assurance plan where a 
‘position statement’ style approach could be used to provide 
advisory support for new or developing areas.  

 

12.  A calculation of auditor’s chargeable time (i.e. available audit 
days minus annual leave, management commitments, training 
days and ad-hoc/investigatory work) to be undertaken.  
In addition, a skills and knowledge assessment of the audit 
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team to be undertaken once an assurance plan for 2023/24 has 
been devised.  
If a shortfall is identified, this to be reported to senior 
management and CGC for resolution.  

13. The internal assessment to reference available evidence to 
support conformance for each standard in preparation for a full 
External Quality Assessment.  

  

 

14. A detailed QAIP to be developed shared and discussed with 
senior management and the CGC. QAIP to include;  
 

 Areas of all perceived partial conformance with PSIAS 
and LGAN with actions to develop into conformance 
with a timeframe and responsible officer allocated for 
each.  

 Team training requirements; covering areas of 
emerging risk such as climate, artificial intelligence, 
cyber security, culture, data analytics.  

Performance metrics measured by the team with stretching 
targets to demonstrate a commitment to continuous 
improvement. These should be agreed with the CGC and 
Senior Management and reported at least annually.  

 

15. Internal Audit to continue to look for opportunities to carry out 
data analytics and invests in skills in this area for the future. In 
the meantime, the team can suggest data maturity 
enhancements in each area audited if full population testing 
cannot be carried out.  

 

 

16.  Internal Audit to consider its approach to supporting the 
Assurance Board forward plan and Terms of Reference review 
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in addition to supporting the CGC in areas such as;  

 Statutory Compliance Framework 

 Health and Safety assurance 

 Best Interest Reports Lessons Learnt 

 Governance Stocktake;  

 Covid Review 

 Counter Fraud and Whistleblowing Strategy, Actions, 
Resources, Review of risks, 

Strategic/Complex Partnerships/Collaborations review.  

17. The Director of Finance and Corporate Resources and Internal 
Audit Manager to work together to formally appoint the 
outsourced IT audit provider so that assurance can be 
provided to support the opinion. 
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Making it count

CIPFA is committed to changing lives for the better.

As a global leader in public financial management and governance, our aim is to make 
a difference to the world we live in. Our work enables people to prosper, protects the 
vulnerable and helps sustain the environment for future generations.

As a professional institute, we support our members and students to act with integrity 
and deliver excellence in public financial management throughout their careers.

By setting standards and advising public bodies and governments, we help ensure the 
money and resources used on behalf of citizens are raised and spent fairly, transparently, 
efficiently and are free from fraud and corruption.

Our thought leadership puts us at the heart of the policy debate, while our education 
and training offerings and range of advisory services support our members, students 
and other public finance professionals, helping them add value to their teams and the 
organisations for which they work.

CIPFA is a global body, operating at local, national and international level. Wherever we 
find ourselves and whoever we are supporting, our goal is to always make it count.
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Foreword

CIPFA advocates best practice in assurance, governance, 
management and financial control across the public services. 
As such, we think it’s time to put public service organisations’ 
internal audit capabilities in the spotlight.  

We know internal audit has the potential to help 
organisations achieve their goals, but this potential is not 
currently realised. In a technologically advancing world and 
with tackling climate change high up on the agenda, it’s time 
to address this. This report, and the research that has been 
conducted to create it, explores the changing landscape of 
internal audit in the public services and how vital it is for an 
organisation in terms of its future success. 

As the pandemic has shown us, managing emerging risks 
and responding to ongoing geopolitical and technological 
change remain top priorities for organisations. This means 
that internal audit must respond too, and the profession must 
continually evolve to remain effective and efficient. 

To keep pace with these changes, we have identified several 
aspects of internal audit that require attention, including 
resourcing, the need for specialisms, reporting lines within 
organisations, and investment in training to attract long-term 
expertise into the profession. The public services also need to 
keep pace with their expectations of internal audit, ensuring 
they make full use of its expertise. 

Our intention with this report is to open a dialogue across 
public service organisations, the internal audit profession, 
audit committees, as well as those considering a career 
in internal audit. Internal audit is an important part of the 
solution for effective management of the public services, 
and we hope to facilitate change that will see greater 
independence of internal audit, sustainability of recruitment 
into the role and an increased understanding of assurance.  

Allowing internal audit to achieve its full potential benefits 
organisations, the public services overall and the public 
finance professionals of the future. We hope this report gives 
the internal audit profession the confidence to champion the 
critical work it does. 

Rob Whiteman CBE
CIPFA CEO
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We need to talk about internal audit – talk about it more and 
talk about it in the right way.

This report is titled Internal audit: untapped potential because 
CIPFA believes that internal audit has a vital role to play in 
supporting public service organisations to achieve their goals. 

CIPFA has conducted UK-wide research, sending an open 
survey to those in the public services, including those in 
the internal audit profession, management clients and 
audit committee members. The survey received a strong 
response with 831 submissions. The outcome of the research 
concludes that where internal audit is operating effectively, it 
is already providing this support, but there are pockets where 
internal audit is unable to do this. This report will examine 
how internal audit is currently making an impact, identify 
where it can do more and what is holding it back. Better 
internal audit means better public services.

As with all organisations, the public services must respond 
and adapt to global trends and areas of risks. The COVID-19 
pandemic put the public services on the front line of the UK’s 
response, requiring them to be agile and redirect resources 
accordingly to meet new challenges. Advances in technology 
present new opportunities for service redesign but also 
challenges around complexity and security. Many parts of 
the public services are people focused, and rising needs and 
demographic changes result in challenges across health  
and social care. The impact of climate change on services  
and carbon reduction initiatives are core parts of the public 
sector agenda. 

At the same time, the public services have experienced a 
sustained period of financial pressure, resulting in reductions 
to core functions, loss of expertise and difficulties maintaining 
demand-led services within allocated budgets. Long-term 
financial planning is challenging, and many public bodies have 
explored new structures to deliver services or generate income. 

Demonstrating stewardship of public funds, building and 
maintaining public trust and confidence in decision making 
and delivering a sustainable future for taxpayers and service 
users are fundamental expectations of all those working 
within the public services.

Where does this leave internal audit? What contribution can 
internal audit make to this complex web of expectations, 
obligations, ambitions and challenges?

When internal audit provides support, it does so in a 
unique way. It provides independent assurance. Achieving 
this requires a resource base of trained internal auditors 
supported by modern approaches and professional 
standards. It needs both capacity and capability. Internal 
audit also needs to work in conjunction with an organisation’s 
governance, risk, control and assurance frameworks. A 
professional team of internal auditors will not have the 
desired impact in an organisation that doesn’t understand 
its assurance requirements or have good governance 
arrangements. Assurance requirements are constantly 
evolving, and internal audit must keep up with the pace of 
change to stay relevant. Concerns that organisations face 
such as climate change and increased cyber security and 
financial risks are areas where internal audit can have a  
great impact.

Currently, the role of internal audit varies greatly between 
organisations. There is a need for consistency, quality 
and adherence to professional practice to ensure that an 
organisation has access to the assurance requirements it needs 
as opposed to just those that are available. Internal audit must 
also develop the capacity and ability to be sustainable. To 
achieve this, organisations must ensure the provision of internal 
audit expertise. The sections on recruitment, retention and 
training in this report explore this further.
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Our conclusion is that things need to change.

Successful organisations need to have robust and 
effective management and governance, including an 
understanding of assurance. 

Improving this understanding will enable the most 
effective use of internal audit.

Internal audit must be kept independent to achieve its 
maximum impact in an organisation. Auditors frequently 
take on additional roles, which may compromise their 
independence. 

They must have a sole focus and a direct reporting line 
to the leadership team as required by the Public Sector 
Internal Audit Standards (PSIAS).

Internal audit is often not allowed to unleash its full 
potential. The importance of its contribution must 
be fully understood and appreciated by clients – 
management and audit committees. 

Internal audit managers must become greater 
advocates in promoting the function within 
organisations.

Discussions on public sector policy issues, be they social 
care, financial resilience or technological change, should 
acknowledge the importance of assurance and highlight 
internal audit’s contribution. 

This would help raise the expectations of internal audit’s 
clients.

1
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4
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Where do we go from here?
This report makes several recommendations. Some are directed 
at the internal audit teams working within and for the public 
services. Others are directed at the client organisations, both 
management and audit committees. There are areas of planned 
work that CIPFA will be taking forward, some in collaboration 
with the Chartered Institute of Internal Auditors (CIIA) and the 
Internal Audit Standards Advisory Board (IASAB).

Continuing support for internal audit
CIPFA and the CIIA are keen to keep supporting high-quality 
internal audit within the public services. The institutes are 
exploring ways that they can collaborate more to continue the 
work set out in this report. Working together and with IASAB, 
they will support internal auditors to meet the PSIAS. 

Both institutes have identified specific areas where they can 
collaborate. These include raising the profile of the internal 
audit profession in the public services, improving internal 
audit’s status and cultivating a greater understanding 
between internal audit clients and audit committees. They will 
also examine issues raised in the report around professional 
standards, such as the head of internal audit’s annual opinion 
and the quality assurance and improvement programme, to 
identify where guidance or support could improve practice.

Both institutes are mindful of the challenges that internal 
audit teams experience in the recruitment and retention of 
staff. Therefore, they will undertake some research on options 
for career paths and routes into internal audit to encourage 
long-term, sustainable recruitment into the role.

Internal audit is not the only solution to supporting effective public services, but it is part of the solution. 
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Internal audit is vital because it focuses on the areas that 
are important for organisations and therefore supports their 
success. 

Internal auditors help management, boards and their audit 
committees understand how well risks are managed, and 
the effectiveness of the governance and control framework 
in place – key things senior stakeholders need to know to be 
effective in discharging their own role. Strong internal audit 
functions will be more prepared to support the public services 
of the future, and to support organisations going through 
change.

In this research, we have focused on making an impact: 
internal audit that is not only effective in what it can offer but 
achieves influence with key decision makers for the benefit of 
organisational objectives.

There is no ‘formula’ for assessing or quantifying the impact 
of internal audit, as many of the indicators of an effective 
internal audit service are, to some extent, subjective.

The ability to respond to emerging risks or issues and 
changing priorities for the organisation.

The ability to challenge constructively and to help 
management find solutions. 

Additionally, internal auditors must be able to demonstrate 
their conformance with internal auditing standards, including 
the PSIAS, which are mandated for the UK public sector, and 
which are based on global internal auditing standards. 

However effective and impactful internal audit teams may 
be, our research shows they are enhanced when operating in 
an organisation that understands assurance and the role of 
internal audit and engages with internal audit to obtain the 
maximum benefit from the function. 

Our research concludes that the impact of internal audit is 
determined by interlinking factors in both the internal audit 
team and in the organisation. We have developed a model to 
highlight this.

Timely and meaningful assurance, communicated in a 
way that is understood by stakeholders.

Good engagement with senior management and the 
audit committee, while maintaining independence and 
objectivity.

Internal audit plans clearly aligned to the topics that are 
most important for the success of the organisation.

Indicators of effective internal audit

1

2

3
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Impact 
of internal 

audit

The internal 
audit team

Organisational 
context

Internal audit 
framework

Ex
pe

cta
tions

Impact

The impact of internal audit can be defined as its ability to 
support the organisation in achieving its strategic objectives 
and priorities. This will be through an appropriate mix of 
assurance, consulting activity and advice. The impact of 
internal audit will vary across organisations based on 
assurance needs, organisational culture and capacity for 
continual improvement. 

The impact of internal audit is dependent on the quality of 
the internal audit team, the framework and the organisation 
in which internal audit operates. Each of these will shape 
expectations of what internal audit can and should deliver. 
The individual components of internal audit impact are 
discussed in Appendix A.

Our findings and recommendations

Many of the findings from our research are interwoven. We 
cannot consider the impact of internal audit teams without 
considering, for example, the environment in which they work, 
the stakeholders and clients they serve, and the skills and 
resources needed to provide that service. 

Our research included an extensive survey of internal auditors 
and their clients, including audit committee members, from 
across the public services. This was supported by focus 
groups and a literature review. The next section of the report 
will identify the evidence from our research that shows how 
internal audit is currently making an impact. We will then 
consider the future potential for internal audit. What can it do 
more of and where can it be more effective?

Finally, we will consider the factors that currently hold some 
internal audit teams back.
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Internal audit’s contribution has 
improved

In 20081 CIPFA identified an expectation and perception  
gap between local government internal auditors and their 
clients. Our new research identifies significant progress 
on closing this gap. This is most notable in terms of the 
contribution that internal audit makes in supporting the 
management of the organisation. The 2021 survey feedback 
is more positive than CIPFA’s 2008 survey; a positive 
view of internal audit’s contribution from clients increased 
significantly from 60% to 87%.

In the 2021 responses concerning the contribution of internal 
auditing, audit committee members are more positive 
than management (92% agreed, compared with 84% of 
management). Similarly, heads of internal audit are upbeat 
about this, with 96% agreeing that internal audit makes a 
positive contribution, reducing to 89% across other members 
of the internal audit team.

1 Perceptions of audit quality: a survey analysis (CIPFA, 2009).
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Respondents agreeing or strongly agreeing with the 
statement: the contribution internal audit makes supports 
the management of the organisation.

Making an impact on governance arrangements
Worcestershire Children First is a wholly owned 
company of Worcestershire County Council. Following 
high-profile governance failures in other LATCs, WCF 
identified that it would be good practice to review its 
arrangements. 

The Director of Resources undertook a review of 
the company’s governance arrangements, as well 
as the council’s shareholding and commissioning 
arrangements. Internal audit reviewed the outcome 
of the self-assessment, which provided independent 
assurance and added value to share good practice 
across the council. Internal audit had to challenge 
themselves and work differently with a self-assessment 
model, and in doing this, they were able to add value 
to the review and the outcome. They helped to embed 
understanding about governance and roles across 
both organisations. The review was used as a board 
refreshers training session and used with the leader and 
senior cabinet members. 
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One of the reasons for the improved contribution, and 
perception of the contribution, of internal audit may be better 
communication between internal auditors and their clients.

In 2008, just 56% of clients agreed that internal audit 
communicated effectively; in 2021, this has increased to 69% 
of clients. For internal auditors, there was a decline in their 
positive view of their communications, but this was primarily 
noted among audit team members rather than heads of 
internal audit. This could reflect the wider experience of 
communications among heads of audit.

Effective communication is a core skill required at every 
stage of the audit process, from explaining the rationale 
for conducting an audit to exploring options for control 
improvements with clients. To have impact, internal auditors 
need to ensure that the communication is consistently 
of a high standard and meeting client expectations. 
The improvement in client perceptions is very welcome, 
but auditors will need to continue to focus on effective 
communications. 
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Respondents agreeing or strongly agreeing with the 
statement: internal audit builds and maintains effective 
communication at all levels within the organisation.
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The services provided by internal 
audit vary

Internal auditors make an impact through a range of 
approaches. Our survey identified that while most internal 
audit teams were already offering broad coverage, their 
clients did not always recognise this. 

Head of internal audit or equivalent

Executive/senior manager

Audit committee member

0 20 40 60 80 100

Working with other internal audit teams to provide assurance on partnerships or collaborative ventures

Sitting as an independent critical friend on committees or steering groups relating to transformation, projects or major programmes

Sharing good practice from, or comparisons with, other departments or organisations

Advice on new systems or developments

Assurance relating to individual projects or programmes

Advisory/consultancy assignments/ad hoc advice

Percentage (%)

The view of what internal audit currently delivers, split by role.
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The disparity is most marked in relation to the role of internal 
audit sitting on project or steering groups and in advice 
provided on new systems or developments. Heads of audit 
will have a full understanding of their team’s activities, while 
clients perhaps only recognise those where they have had 
direct interaction. There is also a difference in perception 
between management and audit committees, perhaps 
reflecting that not all advisory work is reported to the audit 
committee in detail. 

Recommendations: 
•  Part of the role of the head of internal audit should be to 

advocate for and explain the role of internal audit. This 
could usefully include explaining the nature of internal 
audit consultancy or advisory work and draw out the 
benefits of internal audit interventions. Engagement and 
communication with senior stakeholders are core skills for 
effective heads of internal audit. 

•  Internal audit should provide the audit committee with an 
overview of all work it undertakes to ensure that there is 
visibility of any advisory activity. This does not necessitate 
a detailed report to the committee on all advisory work. 

Showcasing internal audit: how the 
pandemic created opportunities

Another opportunity to have an impact is to ensure that 
internal audit is responsive to change and clients’ needs. 
The pandemic provided considerable challenges for public 
sector bodies. Survey respondents were asked how the 
impact of internal audit has changed due to the COVID-19 
response. Views were similar across respondent groups and 
sectors, with a mild positive response. Forty-two percent of 
respondents said that internal audit colleagues attended 
COVID-19 response meetings with management. 

A number of participants reflected that the quick response 
by their internal audit function to provide agile and targeted 
assurance and advice had been an opportunity to showcase 
the ability of internal audit and had helped raise the profile 
of the team and how it is able to support the organisation. 
This may have helped individual relationships with senior 
managers and departments rather than bringing about an 
overall change in perception of impact.
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Our research explored different ways to improve the impact 
of internal audit within organisations. When considering 
these opportunities, it is essential to consider them from both 
the perspective of a client as well as an internal auditor.

Expectations and understanding

There is a range of expectations of internal audit from 
management and audit committees, as well as a difference 
in the perception of what internal audit delivers for the 
organisation.

Examples shared through discussion groups ranged from 
internal audit teams that provide fundamental assurance 
on core financial controls but little coverage of strategic 
topics, through to internal audit teams that have flexible 
plans clearly aligned to strategic goals and that can provide 
advice or swift assurance in response to emerging issues. 
This variation was reflected not only in the discussion of 
internal audit plans and proposed activity, but also in the 
expectations of senior management and audit committees. 
Some clients recognised they received a basic assurance 
plan around core systems and did not want additional 
coverage. Others already received a broader plan linked to 
strategic priorities or encouraged the internal audit plan to 
move towards this.

CIPFA believes that higher expectations by management and 
audit committees will provide both a challenge and support 
for internal audit. Higher expectations would ultimately be 
beneficial for the profession in the public services. This means 
there is a need for organisations to focus on what assurance 
or advice is needed rather than what assurance internal audit 
is currently able to deliver.

CIPFA has established expectations of internal audit through 
the CIPFA statement on the role of the head of internal audit.

The head of internal audit in a public service 
organisation plays a critical role in delivering the 
organisation’s strategic objectives by: 

•  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 

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

While heads of internal audit might have these expectations, 
clients and audit committees also need to share them if 
internal audit is to have greater opportunity for impact.

Stable, supportive leadership has a huge 
role to play in getting the best out of internal 
audit, setting the culture of accountability 
and improvement. 

Assistant Director, Metropolitan Council 

Planned developments
CIPFA will consider how its forthcoming publication on 
assurance frameworks can build on its statement on the 
role of the head of internal audit to aid the understanding 
of assurance needs among leadership teams. CIPFA would 
like to see a culture of engaging with assurance and raised 
expectations for the internal audit profession in the public 
services.

Present and forthcoming actions: 
The global IIA is currently undertaking a refresh of the 
International Professional Practices Framework on which 
the PSIAS are based. Once the new international framework 
is known, the IASAB, along with the relevant internal audit 
standard setters for the public services in the UK, will review 
the PSIAS and update accordingly. This may also be an 
opportunity, with a simplified framework, to raise the profile 
of internal auditing standards, and the role that management 
and the audit committee play in creating a culture of engaged 
assurance, to create an environment in which internal audit 
can make a greater impact. 
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More strategic coverage

A key factor of the impact of internal auditing is the nature of 
the areas in which internal audit invests its time and focus. 
We were interested in topics where internal audit should be 
focusing and also the nature of activities that internal audit 
should include in its work.

We asked survey respondents to identify three themes that 
internal audit should focus on in the coming three years 
that would have the greatest impact on an organisation. 
Cybersecurity was the top priority area identified by all 
groups of respondents. Second was digitisation and the use 
of data. Technology and the impact of digitisation is not a 
new priority. In 2008, internal auditors ranked information 
technology as their second most important priority area for 
future internal audit coverage; at that time, clients saw this as 
a lower priority. 

The top six areas that should be covered to achieve impactful 
internal audit in the coming three years, as identified by our 
research, are as follows.

•  Cybersecurity

•  Digitisation and the greater use of data within the 
organisation

•  Environmental sustainability/climate change

•  Financial viability

•  Culture and ethics

•  Supporting improved risk maturity.

There were some differences in the views of internal auditors 
and clients. Internal auditors thought cybersecurity, culture 
and climate change were a higher priority compared with 
clients. Management thought internal audit’s role in helping 
to improve risk maturity was more of a priority compared 
with audit committee members or internal auditors. Of 
these six topics, management were least interested in audit 
coverage around culture and ethics and were less interested 
in assurance linked to financial viability than internal auditors 
and audit committees. 

Some internal audit teams are already providing assurance 
on these areas, although not necessarily in as much depth or 
with as much coverage that heads of internal audit or their 
clients would like to see in future. 

Balancing the need for deep specialisms
Heads of internal audit recognised that both cybersecurity 
and climate change would be areas of increased focus for 
internal audit, but that they would not be able to develop 
deep specialisms.

Topics such as cybersecurity will require significant technical 
knowledge, and often, this will be unrealistic for in-house 
teams that do not have access to additional skills through 
a co-sourced arrangement to provide assurance on some 
aspects of cyber risks. Internal audit should still be able 
to provide assurance over the strategic approach of the 
organisation, however.

As public sector organisations work towards zero carbon 
strategies, many may have made carbon reduction 
commitments but have yet to finalise detailed plans to 
achieve this target. There is an opportunity for internal audit 
to play the role of critical friend in terms of how other plans, 
priorities and goals may impact, support or contradict climate 
priorities and targets. 

To enable internal audit to have impact in these areas, audits 
should be carefully scoped and other assurances available 
considered. For example, in relation to cybersecurity, there 
will be some areas of risk and control that internal audit 
can consider in all audit work (such as access controls 
and data governance). A useful role of internal audit may 
be to recognise a wider range of existing assurance and 
specialist input, some of which may not be visible to the audit 
committee, and to help develop a map of assurance needs 
and priorities and how such assurance can be obtained.
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Developing a golden thread through controls, 
assurance and internal audit
Across central government, the Government Internal 
Audit Agency (GIAA) and HM Treasury have been 
working with finance and risk colleagues to clarify the 
control framework that underpins the responsibilities 
of accounting officers. The team is also considering 
how assurance can be provided on the elements of 
the control framework. A third stage will shape how 
internal audit plans and reports its work. As well as 
supporting a better understanding of controls and 
assurance, the project should help internal auditors 
deliver internal audit opinions that can be compared 
across government.

This example shows how internal audit can have an 
impact in improving internal control and assurance 
arrangements, as well as helping internal audit opinions 
to be more meaningful for their clients.

Auditing financial risks 
Traditionally, internal audit has provided assurance over 
financial systems and processes such as payments, 
income collection and payroll. In many organisations, such 
systems operate well, and the risks associated with them 
are well managed. Is there still a role for internal audit to 
provide assurance over financial risks? To what extent 
can internal audit provide assurance over the big financial 
risks associated with policy and strategy as well as the 
more traditional assurance over internal financial control 
systems? Our survey shows that financial viability is an area 
of priority for future internal audit coverage.

Examples of such risks are financial resilience, medium-
term financial strategies and decisions around commercial 
strategies. Typically, the planning and decision making on 
such strategies will take place at a senior level within the 
organisation, and they can be complex and technical. This 
can mean they are difficult for internal audit to approach. 
However, their strategic importance to the organisation is 
such that they come with big financial risks. They are also 
areas the audit committee should be seeking independent 
assurance on. 

Neither the audit committee nor internal audit will be 
seeking to influence the financial policies themselves, but 
they will want to feel confident that the strategy is sound, 
supported by robust data and incorporates risk management 
measures. They should therefore audit the arrangements 
and assumptions underpinning those decisions, plans and 
strategies. 

This area provides an opportunity for internal audit to have 
an impact in an area clearly linked to the achievement of 
organisational objectives. To be most effective in this area, 
auditors will need to have a good understanding of the 
financial framework in which their organisation operates. 
In public bodies, particularly local government, this can 
be complex, involving government grants, local taxation, 
rental income, investment income, fees and charges 
and its own capital management. The auditor will also 
need to understand how macro trends will impact on the 
organisation; for example, demographics, inflation, interest 
rates, national and local economic growth and technological 
innovation may all be relevant. Changes to government 
policy can also impact directly on public bodies’ plans, so 
their internal auditors need to keep up to date with the wider 
policy agenda. 
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Going beyond assurance 

Internal auditors provide a range of services as well 
as assurance
We have not asked internal auditors or their clients to 
provide an overview of their current internal audit plan and 
its priorities but did ask for feedback on the internal audit 
approach, engagement and particular tools or activities.

The responses to a question on how internal audit currently 
contributes to an organisation reflect a somewhat traditional 
view of internal audit activity. Unsurprisingly, independent 
and objective assurance is the highest-ranking response. 
Other activities that would perhaps be expected in a high-
functioning internal audit team such as providing advice, 
helping to understand the root cause of weaknesses and 
audit coverage relating to major change receive a much lower 
ranking and may reflect that internal audit could have more 
of an impact in delivering its core role and current assurance 
plans.
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Assurance or advice on significant partnerships or joint ventures

Real-time assurance

Assurance or advice on major change

Sharing insight on good practice or comparisons with other organisations

Sharing information on emerging risks and issues that could impact the organisation

Advocating for sound risk management

Telling management and the audit committee things that were not already known by these groups

Advisory/consultancy role

Identifying opportunities or efficiencies as well as control weaknesses or risks

Understanding the root cause of internal control, risk management or governance weaknesses

Independent and objective assurance
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Respondents’ views on how internal audit currently contributes to the organisation.
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Supporting improved risk maturity
There are several different models of risk maturity available. We set out a simple, 
four-scale descriptive framework and asked respondents to share their view of their 
organisation’s current risk maturity, with maturity increasing from left to right on the 
descriptors set out below.

Step 4

Risk decisions are embedded in how 
the organisation is run. 

Our understanding of risks and 
opportunities drives our assurance 
priorities and the information report to 
management/the board.

Step 1

The organisation is just starting out 
with risk management.

Step 2

The organisation has identified and 
assessed its risks.

There is not yet a clear link 
to how this informs the board/audit 
committee’s view of assurance or 
information needs.

Step 3

The organisation has a risk register 
and understands its risk appetite. 

There is reasonable linkage between 
our risks and the assurance/ 
information provided to management 
and the board/audit committee.
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We can see a difference between the views of heads of 
internal audit, management and audit committees. Overall, 
management and audit committee members considered that 
their risk management arrangements were more mature than 
the view of internal auditors.

The results from both auditors and clients indicate that there 
is scope to improve arrangements for managing risk in public 
sector bodies. Thirty-one percent of respondents believe that 
the impact of internal audit would be enhanced if there was 
greater support to help the organisation understand risk and 
its risk maturity – areas where there is scope for internal audit 
to bring its advisory role to bear.

Recommendation:
Leadership teams and audit committees should strengthen 
their risk management arrangements. Internal audit’s 
annual opinion on risk management should provide clarity 
over aspects for improvement and identify opportunities for 
support.

Sharing best practice
On the theme of value, clients’ perceptions of quality were 
influenced by the ability of internal audit to share ideas 
and good practice across departments or from other 
organisations. Such insight was found to be useful and added 
value to the internal audit process. 

Fourteen percent of respondents said that internal audit 
currently contributes to the organisation’s success and 
delivery of strategic priorities by sharing good practice and/
or comparisons with other organisations. A further 19% of 
respondents identified this as a future priority for internal 
audit. 

Our internal audit service is able to provide 
comparisons and informal insights from 
other blue light organisations. This helps 
the audit committee gauge its response, 
particularly regarding systemic issues. 

Jonathan Swan, Chair of the Joint Audit Committee for the Essex 
Police, Fire and Crime Commissioner and Essex Police
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Respondents’ views on risk maturity (by role).
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Data analysis

The impact of internal audit comes not only from the nature 
of topics on which it focuses, but also the tools used. Many 
internal audit teams are using some form of data analytics, 
including spreadsheets, specialist analytical tools such as 
ACL and IDEA, and data visualisation tools such as Power BI 
and Tableau. 

Where data analytics are not already being used by the 
internal audit function, 68% of internal auditors and 40% of 
clients think that adding analytics to the audit toolkit would 
be beneficial.

Respondents were aware that internal auditors are seeking 
to use analytics and to upskill team members, but also 
reflected barriers such as multiple legacy systems and 
challenges to accessing the organisation’s data.

During 2021, we recruited at trainee level 
and had a tremendous response in the 
number of applicants. One of the lessons 
learnt from the recruitment process is the 
number of potential recruits with significant 
data analytics experience. 

In subsequent processes, this will be an 
area that we specifically highlight in the 
job adverts to further increase the talents 
required for the service moving forward. 

Jonathan Idle, Head of Internal Audit, Kent County Council 

The consulting role of internal audit
The definition of internal auditing recognises that internal 
audit has both an assurance and consulting role. 

Internal auditing is an independent, objective assurance 
and consulting activity designed to add value and 
improve an organisation’s operations. It helps an 
organisation accomplish its objectives by bringing 
a systematic, disciplined approach to evaluate and 
improve the effectiveness of risk management, control, 
and governance processes.

International Standards for the Professional Practice of 
Internal Auditing/PSIAS

Eighty-six percent of respondents stated that internal audit 
delivered advisory or consulting work or provided ad hoc 
advice to the organisation. Notably, stakeholders appear less 
aware of this, with just 59% of audit committee respondents 
confirming this role compared with 73% of management 
and 95% of heads of internal audit. However, only 24% of 
respondents saw the advisory role as a current priority in 
terms of best describing how internal audit contributes to the 
success of the organisation. 

When responses about advisory work are compared by 
the internal audit resourcing model, more respondents 
with in-house internal audit agreed that their internal audit 
service provided advisory assignments or advice on new 
developments. The response regarding in-house teams using 
co-sourced arrangements reflected a similar response to in-
house teams that did not use co-sourcing. 
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Our roundtable discussions with a range of internal auditors 
and stakeholders reflected a varied understanding of the 
advisory role of internal audit. Some stakeholders – audit 
committee members in particular – voiced their concern that 
internal audit undertaking consulting work can impair its 
independence and objectivity when it needs to later provide 
assurance in that same area.

Internal audit consulting input may not always be a 
standalone assignment; for many internal audit teams, a core 
element of their advisory role is to attend project or steering 
groups to act as a critical friend. It is key that internal auditors 
should not have a decision-making role at any such meeting; 
however, being present enables internal audit to be aware 
of progress and make decisions to determine how it can best 
respond to support the organisation (including planning, 
real-time assurance or being able to ask questions to check 
that decisions made are well thought through). Internal 
audit will also seek to ensure good governance, with risk 
management and control built into any new development, 
control framework or scheme.

I have found that sitting on various 
programme and change boards has helped 
the organisation better understand how 
internal audit can support programmes. We 
are now invited in by programme teams 
rather than having to assert our right to 
provide assurance or advice.  

A recent example is the new case 
management system. The programme board 
asked for internal audit input during the 
development phase. We are able to provide 
challenge on how the new system meets the 
needs of the organisation, whether previous 
audit findings have been addressed, and 
test the proposed control framework early 
enough to make a difference. 

Paula Mills, Head of Governance and Assurance, Basildon 
Borough Council 
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The challenges set out in the following pages are faced by 
many public sector organisations. That is not to say that 
these are faced by all, or that internal audit teams, senior 
management or audit committees are not seeking solutions 
or taking action. There are also variations across different 
parts of the public sector and differing views between 
internal auditors and their clients. 

The obstacles noted will be interdependent for some 
organisations; it is likely that internal audit functions with a 
low profile will also be less likely to argue the need for more 
resource or enhanced training. Similarly, an organisation that 
is not yet risk mature may be less likely to seek assurance on 
strategic priorities. 

Resourcing

Capacity of internal audit
The level of internal audit resourcing is often a difficult one. 
How much assurance is sufficient? What other assurances 
exist? What skills and experience are needed to deliver the 
required assurance? Internal audit functions, alongside those 
in other departments, have seen headcount reductions over 
the past decade.  

In our 2021 survey, CIPFA asked clients and internal auditors 
for their views on internal audit resourcing. When asked 
specifically about the resource capacity of internal audit, 
there is a difference in views between groups of respondents, 
with clients more positive than internal auditors on the 
current capacity of the internal audit service to provide the 
service the organisation requires.

Forty-three percent of internal auditors said that increasing 
the capacity of internal audit was a priority for improving its 
impact and effectiveness. Less than 30% of clients agreed 
this was a priority. However, a related question (see right) on 
whether internal audit has the resource capacity to provide 
the service the organisation requires indicated a higher 
percentage of clients recognising capacity constraints
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Balancing resource
Resourcing was a topic of discussion at our roundtable 
events, with several heads of internal audit noting that there 
can be a difference between the levels of assurance an 
organisation requires (client appetite for assurance) and the 
levels of assurance an organisation needs. Many commented 
on the need for more resources in comments within their 
survey responses, together with the challenges in ensuring 
there are sufficiently experienced auditors to complete more 
complex work as well as provide coaching and support to 
trainees. A change in the skills and experience of the internal 
audit team was also seen as a route to being able to provide 
real-time assurance and to innovate, with some respondents 
welcoming trainees but noting a reduced ability to address 
strategic issues when a team is reliant on new entrants. 

In its 2019 report on local authority governance, the National 
Audit Office (NAO) identified that there was a decrease of 
34.2% in real-term spending on corporate support services by 
local authorities from 2010/11 to 2017/18. Internal audit has 
faced similar levels of budget reduction, and the trend has 
continued. Other parts of the public services have also faced 
resource pressures.

The capacity of internal audit functions in 
local government has decreased significantly 
at a time when the challenges and risks 
facing the sector have increased massively. 

Local government survey respondent 

Skills, experience and internal audit approaches
It may be that for many organisations, the overall budget for 
internal audit – and therefore the quantum of audit days – is 
in the gift of the leadership team, but how that budget is used 
and the skills available to deliver the internal audit plan are 
the responsibility of the head of internal audit or internal audit 
provider. 

Views on skills and experience are notably more positive than 
views on resource capacity across all groups of respondents.
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We also asked respondents if any tools or approaches 
were not currently used by their internal audit function that 
would be beneficial. Use of analytics within the internal 
audit approach significantly outweighed other tools and 
approaches. As with other skills and experience, this will 
require investment in the internal audit team to develop 
analytical skills, provide the right tools and embed analytics 
into the internal audit approach.

In addition to greater integration of analytics, survey 
respondents identified the following approaches as being of 
benefit to their internal audit function.

•  Real-time assurance

•  Sharing insight on good practice or comparisons with other 
organisations

•  Assurance or advice on major change

•  Identifying opportunities or efficiencies as well as control 
weaknesses or risks

•  Sharing information on emerging risks and issues that 
could impact the organisation.

Internal auditors and their stakeholders recognise the fast 
pace of change, and that internal audit needs to keep ahead 
to best support the organisation. This results in the need for 
internal audit to: 

•  provide assurance on emerging issues and areas of change 
or transformation 

•  be equipped to play a constructive yet independent 
advisory role 

•  respond to the pace of change by providing real-time 
assurance 

•  understand and adopt new technologies 

•  maintain the ability to provide a core assurance on 
business-as-usual risks and operations.

This does not mean that internal auditors need to be experts 
in every topic, but that the wider team has appropriate 
analytical, critical thinking, communication and risk-based 
auditing skills to be able to approach those topics. The role 
of internal audit could also be to understand other assurance 
that’s available and any potential gaps in assurance. This 
assists the head of internal audit in developing the internal 
audit plan, but also management and the audit committee 
when considering the quantum of assurance and any 
additional assurance required. For example, while cyber risk 
was an area that nearly two thirds of respondents identified 
as an area where assurance will be required, this does not 
mean that internal audit will have the in-depth subject matter 
expertise of cyber specialists. 

From our research, CIPFA has concluded that internal auditors 
are agreeing plans for which they have the skills to deliver. 
Under internal auditing standards, internal auditors should 
not undertake work that the function does not have the skills 
or experience for. However, it is recognised that the assurance 
needs of organisations are changing and that internal audit 
must be able to respond to this. Internal audit needs to be 
ahead of the organisation to help it understand its risks and to 
plan focused assurance on emerging issues, transformation 
and strategic objectives, and therefore there is pressure on 
internal audit to progress, evolve and address new areas, as 
discussed later in this report.

We need to be realistic about the skills 
we expect from internal audit. Our subject 
matter expertise is auditing; we cannot 
expect to be subject matter experts in every 
topic we audit. Internal audit teams need 
core skills that include risk-based internal 
auditing that can be applied to any topic, 
financial literacy, technological capability 
and data literacy.  

Stan Farmer, Chief Auditor, The Open University 
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The wider economic view of skills and roles required
In its 2020 report on the future of jobs, the World Economic 
Forum (WEF) noted the technologies that companies thought 
were likely to be adopted by 2025, reflecting the need for 
internal auditors to keep pace with the use of data and 
digitisation in their organisations. 

The same report notes that there is an expected demand 
for data analysts and data scientists, machine learning 
specialists and big data specialists. This reflects the 
suggestions for future coverage by internal audit as seen 
earlier in this report, indicating the ever-growing use of data 
and technology and the corresponding need for assurance 
providers to be able to work with data. 

2018 Difference2025
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Share of company surveyed (%)

Cloud computing (17%)

Big data analytics (2%)

Internet of things and connected devices (9%)

Encryption and cybersecurity (29%)

Artificial intelligence (inc. ML and NLP) (8%)

Text, image and voice processing (-)

E-commerce and digital trade (2%)

Robots, non-humanoid (eg industrial automation, drones) (10%)

Augmented and virtual reality (1%)

Distributed ledger technology (eg blockchain) (11%)

3D and 4D printing and modelling (10%)

Power storage and generation (-)

New materials (eg nanotubes, graphene) (-12%)

Biotechnology (8%)

Robots, humanoid (11%)

Quantum computing (-5%)

Technologies likely to be adopted by 2025 (by share of companies surveyed). 

Source: The Future of Jobs Report 2020 (World Economic Forum).
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Attracting recruits to the profession in the public 
services
Another factor holding internal audit back is the challenge of 
recruitment and retaining the right skills within the internal 
audit function. While views on levels of resources and how 
those resources are used varied across respondents and 
those participating in roundtable discussions, one theme 
was common in discussions and interviews: the challenge of 
attracting and retaining quality internal auditors. 

We need internal audit to be seen as a 
valuable career route for the benefit of the 
profession and the organisations in which 
we audit. 

Glen Bissett, Senior Financial Auditor, Scottish Prison Service 

Survey respondents shared insights into the challenges of 
recruiting to the internal audit function and the ability to 
match the nature of internal audit coverage with appropriate 
skills and resources. There was also feedback that some 
small internal audit teams are only able to deliver a basic 
assurance plan covering the bare minimum, which can 
impact the desirability of a role within that function, leading to 
challenges in recruiting or retaining the right staff. 

Based on our research, CIPFA’s view is that there are four 
key factors impairing internal audit’s capacity and ability to 
recruit, retain or procure the required skills.

Continuing development of the internal audit 
team 
•  Lack of funding to improve knowledge and skills, 

which can impair internal audit’s ability to build skills 
in emerging areas such as analytics.

•  Training budgets are often the first to be cut.

•  Challenges in arranging secondments or guest 
auditors to augment the skill set of the existing 
internal audit team. Obstacles exist around the 
desirability of such opportunities or the capacity of 
other departments to release staff to internal audit.

Culture
•  Lack of recognition of the advisory or consulting 

capability of internal audit can impact the morale and 
retention rates in the internal audit team.

•  Some internal audit teams are looking to strengthen 
skills in particular areas where the organisation 
is perceived to be weak (implying there was an 
expectation that upskilling internal audit teams 
would help compensate for lack of skills in the wider 
organisation).

•  The need for management to address the findings 
from internal audit reports.

•  The varied profile of internal audit within 
organisations. For some, this can impede internal 
audit’s access to top management.

•  Some organisations have a culture of tolerating 
internal audit rather than using and seeking internal 
audit and assurance.Attracting people to the audit profession

•  The need for more apprentices and school and 
university leavers to join the internal audit profession 
(and indeed the external audit profession).

•  Consideration of how internal audit can be part of a 
wider career path, so that internal audit skills are seen 
as a beneficial experience for other roles and internal 
audit teams can benefit from specialist knowledge 
other than internal auditing.

•  Training and qualifications for internal auditors need 
to reflect the skills that the auditors of tomorrow will 
require.

•  Concerns that in some parts of the public sector, there 
may be a disparity between pay/grading for internal 
auditors compared with their peers in accountancy roles.

Behaviours and soft skills
•  Internal audit functions need the right behaviours 

and softer skills as well as technical competencies, 
including strategic thinking, and the ability to work 
proactively, flexibly and at pace.

Key factors impacting internal audit’s capacity and ability 
to procure and retain the required skills

1

3

2

4
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Recent and forthcoming action: 
CIPFA recently updated the syllabus for its Professional 
Accountancy Qualification, which contains greater content 
that will be relevant to internal auditors compared with 
previous iterations. The qualification is also available as a 
Level 7 apprenticeship.

Future plans:

•  CIPFA and the CIIA have agreed to work together to raise 
the profile of the profession in the public sector.

•  CIPFA and the CIIA will support the profession in the 
public services through encouraging different routes into 
the profession. The institutes will undertake research 
on career paths and routes into internal audit to help 
develop sustainable teams, including for guest auditors or 
professionals who join internal audit later in their career. 
This should also help raise the awareness of internal audit, 
its benefits and its purpose.

Recommendations:
•  Organisations should ensure that the responsibilities of 

internal auditors are recognised – for example, the need to 
engage at a senior level and have access to commercial 
and sensitive information. This may warrant a review of 
role or pay/grading structure and should recognise the 
unique role of internal auditing rather than simply reflecting 
line management responsibilities and comparisons with 
accounting colleagues. 

•  To build sustainable career paths for internal auditors, 
heads of internal audit, senior management and audit 
committees should recognise opportunities for models 
such as secondments, guest auditors and rotational 
programmes to support internal audit’s skills needs. 
Rotation of staff within the organisation could also help to 
build awareness of the benefits and the purpose of internal 
audit.

•  Internal audit functions should develop not only a plan 
of the audit work they will undertake, but also a strategy 
for their function’s development and how it will flex to 
meet the future needs of the organisation. This is likely to 
include the nature of the work, the tools and skills required 
to undertake it and resources. This should be agreed with 
top management and the audit committee and progress 
reported on as part of the quality and improvement 
programme of the function. 

•  Where an individual manages the internal audit team and 
delivers the responsibilities of the chief audit executive as 
set out in PSIAS, the responsibility of the head of internal 
audit should be recognised in terms of job title, ability to 
present to senior management committees and meetings, 
and access to the most senior personnel.

The majority of our training budget goes 
to support our trainees. Experienced 
internal auditors get very little targeted or 
personalised training or development. 

Internal Audit Manager, the public sector
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Selecting the right model of internal audit
Internal auditing standards apply to any internal audit 
service, regardless of the model employed, but do not 
mandate the model that should be used. There are several 
different models of internal audit service. 

•  In-house – the internal audit service is provided by a team 
of people who are employees of the organisation.

•  Outsourced – the internal audit service is provided by a 
team of people who are not employees of the organisation. 
This may be through a shared service, a formal commercial 
contract or another partnership arrangement.

•  Co-sourced – an in-house internal audit service that 
secures some of its resource from external parties. This 
may be on an ad hoc basis or a formal partnering contract 
or arrangement. This is often a model used by in-house 
teams to procure particular expertise or skills to augment 
the existing team.

Our survey did not demonstrate that one model has clear 
strengths or weaknesses above the others. There were, 
however, some individuals with strong preferences for a 
particular model of delivery.

Our survey respondents reported that outsourced services 
have greater capacity, but there was little difference in views 
on the skills and capability across different models. As noted 
earlier, survey responses reflected a greater perception of 
advisory work from in-house internal audit teams compared 
with outsourced services.
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Internal audit has the resources (capacity) to provide the 
service the organisation requires. View based on internal 
audit resourcing model.
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Internal audit has the skills and experience to provide  
the service the organisation requires. View based on 
internal audit resourcing model.

When comparing views on the available resources based 
on the model of internal audit, an outsourced service 
has stronger capacity. Given these responses come from 
individuals who provide such a service or have likely been 
involved in procuring that service, this may not be surprising, 

given most tenders are based on a view on the overall 
quantum of resource to be delivered, and therefore, in 
effect, are an agreement on the level of assurance that the 
organisation will receive. 
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All models can be made to work, but the organisation must 
be mindful of what it needs to do to make its chosen model 
work. When selecting a model, the focus should be on what 
assurance is needed to facilitate informed prioritisation 
of coverage and the skills and quantum of assurance, not 
what assurance can be afforded in the allocated budget. 
Organisations that have a good understanding of their 
assurance requirements and priorities will be better placed to 
make an informed decision about the nature of internal audit 
required and the best way to deliver that. 

Although there are three broad models – in-house, co-
sourced and outsourced – some shared service and audit 
partnership models try to operate in a similar way to in-house 
teams, for example by basing a permanent team within an 
organisation, supplemented with flexibility and support. 

This table below sets out broad advantages and 
disadvantages of in-house and outsourced models. The 
exact operational arrangement may, in practice, bridge both 
models.

Advantages Disadvantages

In-house internal audit

Better knowledge of the organisation and people within it.
Easier to build effective working relationships with a 
constant presence. 
An effective internal audit department can be used as 
a secondment to support management development 
programmes. 
Regular liaison with other internal assurance functions and 
management.
Some heads of internal audit have a role in the 
management team and are therefore present for 
discussions on emerging issues and determining how 
internal audit can best support the organisation as priorities 
change.
If the internal audit budget allows for consultancy/advice, 
this can be provided as part of a budgeted cost rather than 
an additional fee.

Many internal audit teams are facing challenges in recruiting 
quality candidates with the skills required.
The smaller the audit team, the more challenging it will be to 
have all the skills required within that team.
The risk of long-tenured team members may lead to impaired 
objectivity and innovation.
Small internal audit teams in particular may find it difficult to 
provide succession and promotion opportunities.
Unplanned absences can delay the internal audit plan and 
impact service delivery.
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Advantages Disadvantages

Outsourced internal audit

Able to share good practice and lessons learned observed 
in other organisations.
Able to provide benchmarking or comparative data from 
similar organisations.
More options and flexibility to provide staff or subject matter 
expertise. 
A shared service model could allow for staff to be based 
predominantly with one client and therefore to build 
knowledge of the organisation.

Lack of clarity over responsibility and accountability for 
internal audit and assurance.
There may be reluctance to provide formal assurance 
opinions on certain topics.
The risk that management will not perceive their 
responsibility for maintaining an effective internal audit 
function.
The organisation may not engage as effectively with an 
external provider. 
Lack of organisational knowledge, including of the culture of 
the organisation. 
A contract manager or key contact is still required to ensure 
effective liaison between the organisation and the internal 
audit provider.
The risk of high staff rotation leading to lack of familiarity with 
the organisation.
A focus on price rather than quality when contracting for an 
outsourced service may prohibit extensive input from senior 
staff or specialists.

A co-sourced internal audit service is one with an in-house 
team that also has an arrangement to draw on resources 
from an external provider. In many ways, this helps the 
internal audit service reap the benefits from both the in-
house and outsourced models; in particular, a co-sourced 
arrangement provides access to additional staff and subject 
matter expertise. Intelligent procurers of co-sourced services 
will also seek to ensure skills and knowledge transfer 
between the external and internal teams, and to obtain to 
share insights and experience from the co-sourced partner’s 
wider client base.P

age 83 of 106



36CIPFA Thinks | Internal audit: untapped potential

Managing internal audit 
independence

Independence and objectivity are essential to effective 
internal audit. Some of the barriers discussed below may be 
factors of perception, which can then impair stakeholders’ 
views on the quality of internal audit. 

Roles beyond internal audit
Fifty percent of the heads of internal audit who responded 
to the survey have other responsibilities as well as leading 
the internal audit function. This figure rises to 60% in local 
government. 

Of the additional responsibilities that heads of internal audit 
have, the most common were:

•  risk manager

•  head of counter fraud

•  governance.

There was also a range of additional roles for heads of 
internal audit who have a clear second-line function, such as 
business continuity, health and safety, insurance and data 
protection. Internal auditing standards provide guidance on 
how such additional roles should be managed and risks to 
independence and objectivity communicated. 

It was surprising to find some heads of internal audit state 
they had responsibilities for operational areas such as 
procurement, council tax or debtors, meaning those heads 
of internal audit would have to find other approaches to 
providing assurance on those areas rather than providing the 
assurance themselves. 

Chief audit executive roles beyond internal auditing

Where the chief audit executive has or is expected to 
have roles and/or responsibilities that fall outside of 
internal auditing, safeguards must be in place to limit 
impairments to independence or objectivity.

Interpretation:

The chief audit executive may be asked to take on 
additional roles and responsibilities outside of internal 
auditing, such as responsibility for compliance or risk 
management activities. These roles and responsibilities 
may impair, or appear to impair, the organisational 
independence of the internal audit activity or the 
individual objectivity of the internal auditor. Safeguards 
are those oversight activities, often undertaken by the 
board, to address these potential impairments, and 
may include such activities as periodically evaluating 
reporting lines and responsibilities and developing 
alternative processes to obtain assurance related to the 
areas of additional responsibility. 

Extract from the International Standards for the 
Professional Practice of Internal Auditing and the PSIAS

Recommendation:
Organisations should minimise or avoid passing on additional 
roles to the head of internal audit. Where heads do have roles 
beyond internal auditing, there must be adequate safeguards 
in place to preserve independence in accordance with the 
standards. For example, a budget should be provided to fund 
the commissioning of internal audit assurance in those areas 
that come under the responsibility of the head.

One concern flagged by clients was that internal auditors 
may impair their independence by undertaking advisory or 
consulting work. The consulting role of internal audit is set 
out within PSIAS, as are a number of safeguards. The head 
of internal audit must take a balanced view on priorities that 
can be delivered with the available skills and resource, and 
for some internal audit teams, this may preclude significant 
amounts of advisory work. Undertaking advisory work 
can also mean that internal audit cannot provide formal 
assurance around that area. Internal auditing standards 
state that internal audit can provide assurance where it has 
previously provided consulting services, provided the nature 
of the consulting input does not impair objectivity and steps 
are taken to manage individual objectivity when assigning 
team members to the audit – something that will be easier to 
manage for larger internal audit functions. 

However, many internal auditors undertake advisory work 
below the radar, such as sitting on project or steering groups 
as an observer or critical friend. There is a need for internal 
auditors to communicate more, not only about these activities 
but also the benefits they bring to the organisation.
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A third factor was also present in concerns about internal 
audit independence and objectivity: the fact that some 
internal auditors have been in post for many years. In its 
Internal Audit Code of Practice, the CIIA recommends: 

“Where the tenure of the chief internal 
auditor exceeds seven years, the audit 
committee should explicitly discuss annually 
the chair’s assessment of the chief internal 
auditor’s independence and objectivity”. 

This does not mean that long-serving heads of internal 
audit lack independence or objectivity, but that the audit 
committee should have greater understanding of the risk of 
over-familiarity and actions to mitigate that risk. This code 
does not apply to the public sector but will be relevant to third 
sector and not-for-profit organisations aligned with the public 
services.

Internal audit reporting lines
When commenting on organisational independence, both 
global internal auditing standards and PSIAS state that 
the head of internal audit “must report to a level within the 
organisation that allows the internal audit activity to fulfil its 
responsibilities”. The standards go on to explain the nature of 
internal audit’s relationship and interactions with the board2 
(and/or audit committee). The PSIAS go further, setting out an 
explicit expectation about access to the chief executive and 
chair of the audit committee.

The chief audit executive3 must report functionally to 
the board. The chief audit executive must also establish 
effective communication with, and have free and 
unfettered access to, the chief executive and the chair of 
the audit committee.

Public Sector Internal Audit Standards

We asked heads of internal audit about their functional and 
administrative reporting lines. It is recognised that many 
heads of internal audit in effect have two reporting lines: 
one within the management structure and one to the audit 
committee.

2 Internal auditing standards recognise that for most organisations, this role 
will be discharged by the audit committee on behalf of the board.
3 Internal auditing standards use the phrase ‘chief audit executive’ for the 
person who leads the internal audit function. In many UK public sector 
organisations, this role will be known as the head of internal audit, chief 
internal auditor or similar.

Reporting lines within the management structure
The traditional internal audit reporting line to the chief 
financial officer remains a common model. As shown below, 
there are significant differences in typical internal audit 
reporting lines across sectors:

0 20 40 60 80 100

Head of service (not finance) 
who is not a member of the executive team

Head of financial services 
who is not a member of the executive team

Other member of the executive team

Finance director on the executive team

Chief executive

Other public sector

Police/fire

NHS

Local government

Education

Central government

Percentage (%)

Analysis of reporting lines by sector.
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We noted in roundtable discussions and survey responses 
that there remains a perception that internal audit in local 
government must report to the section 151 officer. As 
the NAO reiterated in its 2019 report on local authority 
governance, the legal responsibility for maintaining the 
system of internal control, including arrangements for the 
management or risk and an effective internal audit, lies with 
the elected council members, and therefore responsibility no 
longer rests solely with the section 151 officer. Comments 
were also made that for some local government and policing 
organisations, it was perceived that section 151 officers 
benefitted more from internal audit and that there should 
be clear emphasis on internal audit being for the wider 
organisation and not solely focused on financial control. This 
also reflects the various views we heard from management 
on their expectations from internal audit, ranging from an 
appetite for assurance on core systems only through to 
managers who were actively seeking greater engagement 
and focus on wider strategic risks and priorities.

Our analysis showed no apparent correlation between 
reporting lines and whether the internal audit service was 
provided in-house or through an outsourced provider.

… while the section 151 or similar legislative provisions 
require the authority to appoint a suitably qualified 
officer responsible for the proper administration of its 
affairs, responsibility for proper financial administration 
still rests ultimately with elected members. The local 
authority itself has a statutory responsibility for 
maintaining a system of internal control including the 
management of risk, an effective internal audit and 
preparing annual accounts.

Extract from CIPFA’s Financial Management Code

CIPFA’s guidance on the role of the head of internal audit 
says that heads of internal audit must report functionally 
to a member of the leadership team. In total, 9% of heads 
of internal audit told us that they do not have a reporting 
line into the chief executive or a member of the executive 
team. This could mean that the leadership team lacks 
understanding of the role of internal audit and the audit team 
lacks engagement with its principal client.

Reporting line to the audit committee
Eighty-six percent of heads of internal audit confirmed that 
they have a formal reporting line to the chair of the audit 
committee, meaning 14% do not have this formal reporting 
line. This could mean that the head of internal audit’s ability to 
report independently to the audit committee is compromised.

Recommendation: 
As a minimum, the head of internal audit should report to a 
member of the executive team for administration purposes 
and also have a reporting line to the chair of the audit 
committee.
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Audit committees

Low expectations by audit committees are another factor in 
holding back internal audit from fulfilling its potential. This 
is in part due to the weakness of some audit committees in 
some public bodies.

Role and oversight
The role of the audit committee is vital in setting the 
expectation within the governance structure for risk-based 
assurance on strategic priorities. It is also key, alongside 
senior management, in setting the expectations for internal 
audit’s performance.

One third of respondents to our survey were ambivalent 
or negative about their audit committee providing robust 
oversight, although 95% of heads of internal audit said they 
felt the audit committee listened to them. 

CIPFA’s own research on audit committees in local 
government has identified that while committees are 
supportive of the work of internal audit, they are less 
effective in providing professional oversight and providing 
challenge.4 This was mirrored by some survey respondents 
who commented that management needs to be better at 
responding to internal audit recommendations and that the 
audit committee has a role to ensure action is taken.

Some audit committee chairs and heads of internal audit 
have regular meetings, and discussions between meetings, 
along with private sessions between the audit committee and 
head of internal audit before or after committee meetings. 

4 CIPFA survey of audit committees in local authorities and police (2016). 

However, this relationship is not in place for all. Some audit 
committee chairs have had to push for private meetings to be 
included in the committee’s terms of reference. 

Recommendation: 
There should be regular private meetings between the 
audit committee and the head of internal audit with no 
management present. If such meetings are diarised, this 
avoids either party having to ask for such a meeting to be 
arranged before/after a planned committee meeting, which 
can create an expectation that significant issues need to be 
discussed. Such meetings should not prevent there being 
open and regular communication between the head of 
internal audit and audit committee chair throughout the year 
and between committee meetings.

Independent audit committee members
Another factor raised at roundtable discussions was the 
potential for political bias at local authority audit committees 
and the appointment of independent members to those 
committees. 

In 2019, the NAO emphasised the benefit of independent 
audit committee members, in particular as chair of the 
committee. The 2020 Redmond Review noted that 56% of 
local authorities had no independent member on the audit 
committee. One of the recommendations from the Redmond 
Review was that the governance arrangements within 
local authorities be reviewed by local councils to consider 
appointing at least one suitably qualified, independent 
member to the audit committee.

It is noteworthy that several local government participants 
in our roundtable discussions commented on the audit 
committee being perceived as a low-status committee 
role in some authorities. Local government respondents 
were the least positive regarding the effectiveness of audit 
committees. While some committees in this sector are clearly 
high performing, others were described in survey responses 
as ineffective, with members who were not engaged or 
interested. 

While Redmond’s recommendation focused on encouraging 
the appointment of at least one co-opted independent 
member, there has been considerable activity since. A 
working group of the Local Audit Monitoring Board (a board 
commissioned by the Department for Levelling Up, Housing 
and Communities (DLUHC)) was set up to look at this 
recommendation, among others. 

New guidance: 
CIPFA published strengthened guidance on audit 
committees in April 2022. 

The Position Statement emphasises the role that audit 
committees should have in the oversight of internal audit 
and ensuring accounts are prepared to a high standard, 
alongside broader changes including the appointment of 
independent members. 

In Wales, there has been a requirement since 2011 to have 
at least one lay member on council audit committees. New 
legislation through the Local Government and Elections 
Wales Act 2021 means there should be one-third lay 
members and a lay member as chair.
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Role of the audit committee with respect to internal 
audit planning
Through roundtable discussions, we noted different 
approaches to internal audit across different organisations. 
There were differing views on the role of the audit committee 
regarding the internal audit plan. This varied from audit 
committee members who considered it their role to determine 
what the internal audit plan should be, potentially reducing 
the independence of the head of internal audit in determining 
internal audit priorities, through to committees that agreed 
plans they were not fully happy with.

While the audit committee should approve the internal audit 
plan, the plan should ultimately be the work of the head 
of internal audit setting out their independent view of the 
assurance priorities for the organisation. The plan should be 
developed according to the strategic priorities and risks of 
the organisation, and by consulting key stakeholders such 
as management and the audit committee. While the audit 
committee will be asked to approve the plan and may request 
additional topics or challenge why certain areas are flagged 
as priorities, the plan should remain a reflection of the head of 
internal audit’s view of the organisation’s assurance needs. It 
should also reflect how internal audit can help address those 
assurance requirements.

The chief audit executive must report functionally to 
the board. The chief audit executive must also establish 
effective communication with, and have free and 
unfettered access to, the chief executive (or equivalent) 
and the chair of the audit committee.

Public sector requirement from PSIAS

If we are looking for rigour and added value, 
we can’t have peer reviews for our internal 
audit external quality assessment.

If organisations are not prepared to spend 
once every five years on this type of review, 
what does that say about how they view 
the importance of a quality internal audit 
service? 

Vice Chair, of a London local authority audit committee

Assuring the audit committee on internal audit 
quality
The quality of internal audit must include conforming 
with relevant professional standards. Both the PSIAS and 
the International Standards include a requirement for an 
independent external assessment of internal audit to be 
undertaken at least once every five years. 

Several roundtable participants had received a review or 
had been involved; others were aware of the requirement, 
but budgetary constraints prevented such an external 
assessment from being progressed. Several authorities, 
particularly in local government, have undertaken peer 
reviews as a route to an external assessment. Some 
participants were concerned that this does not add the value 
that a truly independent review would and may miss the 
opportunity to share new practices and ideas, as well as 
potentially being less rigorous. 

Agreed action: 
CIPFA and the CIIA will consider the operation of the quality 
assurance and improvement programme in the public 
services and consult with the Internal Audit Standards 
Advisory Board.
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Lack of understanding of assurance – 
immature first and second lines

Internal audit will have the greatest impact in organisations that 
understand and embrace assurance. We look below at some of 
the organisational factors that can hold internal audit back.

A holistic view of assurance?
Assurance is a key element of the governance and risk 
management framework. It provides information and 
feedback to help management and the audit committee 
understand the effectiveness of the internal control 
framework and the robustness of risk management 
arrangements. The independence of assurance is also a 
key factor. Typically, organisations will have assurance 
activity within the first line (front-line activities and the role 
of management), the second line (functions such as risk 
management, compliance and health and safety), with 
internal audit as the most independent source of assurance 
referred to as the third line.

An assurance framework is a structured means of 
identifying and mapping the main sources of assurance 
in an organisation, and co-ordinating them to best effect.

Assurance frameworks, HM Treasury, 2012
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CIPFA was keen to understand the wider culture of risk 
management and assurance within the public services, and 
therefore the context in which internal audit is provided. 
We asked respondents about the status of an assurance 
framework or similar mechanism within their organisation.

When asked if the organisation has identified how it obtains 
assurance across the full range of its activities, clients were 
significantly more positive than heads of internal audit. This 
may be for a number of reasons, including the understanding 
of what constitutes an effective assurance map, or that 
internal auditors may have higher expectations on the 
formality of such an exercise. 

Of all respondents, only 48% confirmed that their 
organisation had identified how it obtains assurance across 
the full range of its activities. This is surprisingly low, given 
the concept of assurance maps or frameworks has been in 
use for over 20 years. The most positive responses came from 
NHS, police and fire respondents. 

Sixty-four percent of respondents noted that internal auditors 
worked with risk colleagues to support assurance maps and 
identify and understand different sources of assurance. 

There is a need for audit committees to have a key role in 
overseeing the assurance framework, with internal auditors 
being integral not only to delivering assurance, but in 
collecting information and assessing the robustness of other 
assurance activity to help the committee’s understanding of 
the assurances available to the organisation. Through this 
approach, the audit committee acts as a sponsor alongside 
senior management and can help create a culture of seeking 
assurance, feedback and continual improvement to support 
risk management and decision making.
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Internal auditors have a vested interest in an effective 
assurance framework and a robust three lines of assurance 
within the organisation. Twenty-five percent of respondents 
thought that internal audit could be more effective if other 
formal assurance activity in the organisation was developed 
(either first or second line). 

Some heads of internal audit noted that where there is no 
second line of assurance, or where second line functions 
are weak, internal audit functions can end up filling that 
gap by providing compliance-focused assurance. This may 
mean less internal audit resource is available for risk-based 
assurance on strategic priorities. 

Crucially, organisations that do not share a good 
understanding of their assurances across management, the 
audit committee and internal audit can be less confident that 
they have robust control arrangements in place. The lack of 
clarity means it is more difficult to make full and effective use 
of internal audit.

Working with other assurance providers
The survey considered internal audit teams’ work with other 
assurance providers and the results showed less awareness 
of this area of activity among clients. 

Sixty-eight percent of heads of internal audit are working 
with risk management colleagues to understand other 
assurances available to the organisation. Fifty-nine percent of 
clients said this was happening in their organisations. 

For some organisations, there will be shared working, 
partnerships or joint ventures with third parties that could 
necessitate internal audit teams from different authorities 
working together. Forty-nine percent of heads of internal 
audit said they are working with internal audit teams from 
other organisations. 

Recommendations:
•  Internal audit plans should set out what other assurances 

are available and any work internal audit has undertaken 
to consider the reliability/scope of those assurances. If 
internal audit has not undertaken any such assessment, 
this should also be noted. For example, the internal audit 
plan could include a different aspect of the second line 
each year to provide assurance on those functions.

•  CIPFA will be publishing guidance on assurance 
frameworks in autumn 2022. While internal audit has an 
important part to play and significant insight to bring to the 
framework, the framework itself should be owned by the 
organisation, typically with sponsorship and oversight from 
the audit committee. 

•  Organisations should use CIPFA’s guidance to review and 
improve their assurance arrangements.

For audit committee members, an assurance 
map gives you a clear view of the assurance 
you need, and where and how that is 
provided. Where the second line is mature, 
internal audit can be freed up to focus on 
more strategic areas. 

Clare Minchington, Chair of the Audit and Risk Assurance 
Committee, Government Internal Audit Agency
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The impact of external audit disruption on 
organisations and internal audit
The assurance available to some public sector organisations 
has changed since the Audit Commission was abolished in 
2015. The scope of input, quality and timeliness of external 
audit has changed. The external audit of local government 
and health bodies in England has experienced a period of 
disruption that goes beyond the impact of the COVID-19 
pandemic. The problem has been most acute in local 
government, where audits are undertaken largely after those 
on health bodies are completed. 

The root of the problem is the change to a market provider 
model, where firms compete for contracts. Although local 
audit clients have audit arrangements in place, firms 
have been unable to deliver in accordance with contract 
expectations. The reasons for this were examined in the 
Redmond Review in 2020. 

Following the Redmond Review, the government is taking 
steps to improve the resilience of the public sector external 
audit market and address the report’s recommendations. As 
of spring 2022, the local audit arrangements are still fragile 
and are likely to remain so for a while.

In some bodies, working relations between the external 
auditor and client have become strained because of these 
difficulties. While most bodies initially welcomed reduced 
audit fees, there has been frustration with delays and 
the reduced value that the audit process has offered. 
External auditors themselves report dissatisfaction with the 
arrangements, citing a lack of understanding of the audit 
process among audit committees, low fees and a lack of 
regard for audit findings. 

Some internal auditors have reported that they have little 
contact with external auditors. The reduced reputation of 
external audit in the local government community and less 
interaction between the auditors also contributed to the 
difficulties faced by internal audit teams. Recent events, 
where the consequences of poor governance and poor 
financial management have been exposed, have created 
a greater understanding of the need to invest in and 
support internal audit alongside other aspects of corporate 
arrangements. The changes to the reporting on value for 
money introduced by the NAO from April 2020 onwards are 
helpful, as they create a narrative on the strength of local 
arrangements. 

There are opportunities for internal audit to interact more 
with external auditors to share findings and conclusions. To 
make a real success of this opportunity, the local audit market 
needs to be more robust.
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The quantum of internal audit 
resource and assurance

‘How much assurance is enough?’ is perhaps the million-
dollar question, and one to which there is no simple 
answer. The amount of coverage varies from organisation 
to organisation and is informed by various factors such as 
the size and complexity of the organisation, appetite for 
assurance, and the remit of the internal audit function. This 
will, in turn, determine the volume and nature of internal audit 
work and its ability to have an impact.

Appetite for assurance
As already seen, many respondents felt that internal 
audit has sufficient resources to provide the service the 
organisation requires. Some roundtable participants 
challenged the perception of the quantum of assurance 
required and that organisations may need more assurance 
than they appreciate. Therefore, there may be a gap between 
the assurance the organisation has agreed and the level of 
assurance it needs to obtain sufficient feedback and comfort 
on key risks, priorities and systems. 

The quantum of audit provided is perhaps the most 
challenging question for management and the head of 
internal audit, and it is not easy to set out a de minimis level 
that would work for two similar organisations, as there will be 
many factors that affect the risk profile and assurance needs 
of two organisations that, from the outside, seem similar. 

Questions around this may therefore cover areas that are not 
always easily quantifiable.

•  How much assurance do I need to provide to support the 
annual internal audit opinion? What areas of coverage 
should that include?

•  Is there an imbalance between the assurance I believe 
is needed by the organisation and what we are able to 
provide?

•  What change or transformation is occurring and where 
would assurance or advice from internal audit be useful? 
How do we maintain a balance between assurance on 
business as usual and areas of change and development?

•  What other sources of assurance exist? Does the scope of 
these support the work of the audit committee and is that 
assurance robust and reliable?

One of the main factors in different levels of assurance is the 
wider organisation and the budget and resources available 
for internal audit, likely linked to attitude to assurance and 
previous impact of the internal audit function. From group 
discussions, it is possible that difficult conversations will be 
needed around priorities, coverage, resources and internal 
audit’s ability to deliver a more strategic plan.

Smaller internal audit teams noted that networking and 
maintaining relationships with senior management is 
important, but more challenging when the size of the internal 
audit plan does not allow for internal audit to do more than 
a minimum assurance plan – an interdependency between 
resources, impact and engagement with the organisation. 

Recommendation: 
Internal audit plans should provide information on any areas 
not included within the plan and where the head of internal 
audit believes that assurance may be required. This should 
include an explanation of the rationale for non-inclusion, 
which can be used to inform discussions around prioritisation 
of the use of internal audit resources to facilitate a meaningful 
discussion with the audit committee.
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Impact of the pandemic
The question of how much assurance is needed has been a 
particular focus during the pandemic. From March 2020, the 
amount of internal audit delivered was impacted in many 
organisations, with internal auditors often redeployed to 
support the first line elsewhere in the organisation. For some 
local government and NHS organisations, this meant halting 
the internal audit plan for April to summer 2020, with further 
redeployments and delays during infection surges in winter 
2020/21 and 2021/22.

Thirty-six percent of respondents said that their internal 
audit plan had been suspended for a period of time. Fifty-
four percent noted that at least some of the internal audit 
team was redeployed to other roles. Eighty-five percent of 
internal audit plans were flexed to respond to emerging risks 
and priorities relating to the pandemic. One of the challenges 
of such disruption is the impact on the ability to provide an 
annual internal audit opinion. Guidance was provided by the 
IASAB, CIPFA, GIAA and HFMA for internal auditors across 
different parts of the public sector. During the pandemic, 
many heads of internal audit had to decide what work must 
continue as a bare minimum to be able to give an annual 
internal audit opinion. 

During the pandemic, internal audit team 
members were redeployed in both 2020/21 
and 2021/22 to support the trust where 
additional resource was needed. While 
internal audit resource was reduced, 
we pivoted the work of remaining team 
members to provide quick-response advisory 
reviews on emerging issues such as the 
setup of a Nightingale Hospital. Even when 
the team returned to internal audit, delivery 
of the plan was challenging due to pressures 
on frontline personnel and management.

While I determined how much assurance I 
needed to support my annual opinion during 
the pandemic, these were exceptional times. 
As a profession, we must acknowledge that 
the reduced quantity of assurance is not 
sustainable to routinely support an opinion 
in the longer term.

Mike Townsend, Head of Internal Audit, Barts Assurance

It was also noted that working remotely has reduced 
internal audit’s ability (as with many teams) to have quick, 
informal chats with colleagues across the organisation, 
which help maintain effective working relationships. Others 
noted that greater pressure on management in response 
to the pandemic meant that in some areas there was less 
willingness to engage with internal audit.
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Challenges in delivering the annual internal audit 
opinion
The PSIAS require public sector internal auditors to provide 
an annual opinion. This should inform the organisation’s 
annual governance statement. In some sectors such as 
higher education, the annual internal audit opinion will be 
used by the audit committee in developing its own annual 
report to the governing body. 

The chief audit executive must deliver an annual internal 
audit opinion and report that can be used by the 
organisation to inform its governance statement.

The annual internal audit opinion must conclude on the 
overall adequacy and effectiveness of the organisation’s 
framework of governance, risk management and control.

The annual report must also include a statement on 
conformance with the Public Sector Internal Audit 
Standards and the results of the quality assurance and 
improvement programme.

Extract from PSIAS

It is the head of internal audit’s responsibility to ensure that 
the audit plan, when taken together with other sources 
of assurance, will provide sufficient assurance to support 
this opinion. In CIPFA’s experience of quality assessments, 
a range of approaches exist to underpin the opinion. For 
this report, we undertook a review using publicly available 
resources of the 2020/21 annual opinion provided at 33 
London boroughs. This analysis reflects the variability of the 
nature and volume of audit work that heads of internal audit 
drew on when forming their annual opinion for 2020/21. 

Many of the opinions reflect the considerations of the head 
of internal audit regarding whether sufficient work has been 
completed on which to base the opinion; reference was made 
in reports to CIPFA’s guidance for internal auditors during the 
pandemic.

Other variations noted across those authorities’ annual 
internal audit reports include the following.

•  The scope of the opinion given. While relevant coverage 
may have been included within internal audit plans, 
36% of the opinions reviewed did not explicitly mention 
governance or risk management in the opinion statement, 
therefore appearing to omit a requirement of PSIAS. 

•  The scope of the organisation on which the opinion is 
given. Some annual opinions appear to be based on work 
both at the authority’s centre as well as in schools. Others 
were silent on this or appear to omit schools audit from 
their opinions, setting out schools’ audit work as a separate 
schedule of activity.

•  The volume of audit work supporting the opinion. 
Several heads of internal audit made a clear statement 
confirming they were satisfied that sufficient quantity 
and coverage of work had been undertaken to allow a 
conclusion to be drawn, and there were none stating they 
were unable to provide an opinion. There was a significant 
difference in the number of audits undertaken across 
the boroughs to support the 2020/21 opinion, varying 
from seven ‘systems audits’ and four ‘schools audits’ to 
authorities drawing on over 40 audits to form the opinion.

•  The form of wording. Many reports remind the reader 
that the assurance provided cannot be absolute, and 
therefore only reasonable assurance can be provided. 
However, the specific wording of the opinion varies, and 
these variations include the following: “adequate and 
effective”, “generally satisfactory”, “reasonable assurance”, 
“moderate assurance”, “limited assurance”, “a reasonable 
level of confidence”, “adequate and remains robust” and 
“good with improvements required in a few areas”. The 
most common conclusion wording used was “reasonable 
assurance”.

•  The work and assurances on which the opinion is 
based. Some opinions clearly state that they are based 
solely on work undertaken by internal audit. Others refer to 
consideration of risk management arrangements and other 
assurances available, including the work of second line 
functions such as anti-fraud teams. Some annual reports 
reflect the nature of audit work, setting out the number of 
assignments in year that were assurance, consultancy, 
follow-up or grant claim reviews, for example. Hillingdon is 
a useful example of this, informing the reader that the total 
number of audit assignments in each year has reduced 
by nearly a third between 2017 and 2021, although the 
overall number of assurance assignments has increased 
within that period. 

Notwithstanding CIPFA’s recognition that factors such as 
organisational complexity and appetite for assurance will 
impact on the quantum of audit, the variability identified in 
the quantum of audits underpinning the annual opinion is 
concerning. 
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Agreed action
•  CIPFA will work with the CIIA and IASAB to develop 

guidance on annual internal audit opinions to help heads 
of internal audit provide an opinion and audit committees 
in using that opinion.

•  CIPFA will consider options on how it can facilitate a 
thematic review of annual internal audit opinions, which 
will help heads of internal audit provide context and 
comparators with peers.

Recommendation: 
For local government with education responsibilities, consider 
an annual internal audit report that splits out schools’ audit 
work from the main opinion. This would make clearer the 
nature and quantum of assurance on which the opinion 
relating to the organisation’s central risk management, 
governance and control environment is based.

As a small internal audit team covering both 
the police force and office of the police and 
crime commissioner, I proactively seek out 
other independent assurances and feedback 
that are relevant to the framework of 
governance, risk management and control. 

The annual opinion I give each year is 
based on the internal audit work my team 
has delivered. I use the other assurances 
available to support and sense-check that 
opinion; it is a useful triangulation and 
also provides the Joint Independent Audit 
Committee with a view of the broader 
assurances and feedback from external 
parties during the year. This may include 
a report by Her Majesty’s Inspectorate of 
Constabulary and Fire & Rescue Services, 
or assurance from another organisation’s 
internal audit function where a service 
is outsourced or with whom the force 
collaborates.  

Neil Shovell, Chief Internal Auditor, Thames Valley Police and the 

Office of the Police and Crime Commissioner
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Organisational culture

Respondents were invited to provide any additional 
comments at the end of the survey. Analysis of text 
responses highlighted that culture was commented on as 
much as resources available for internal audit.

Comments were shared on the scope and coverage of 
internal audit, and that it is important to have a culture 
where internal audit findings are taken as independent, 
objective, professional advice to be acted on and taken into 
consideration. The need for a risk management culture to 
be embedded was also shared, and the ability for internal 
audit to have a voice at the top table to be able to engage in 
new initiatives, change or transformation at an early stage. 
Twenty-six percent of heads of internal audit surveyed felt 
that their role did not have appropriate status within the 
organisation. 

There was also recognition that greater use of data-driven 
tools for routine coverage should release audit resource to 
focus on more impactful work, including areas such as ethics 
and culture as well as governance.

Survey respondents shared views on what could improve 
the impact of internal audit in their organisation. As well as 
comments regarding resources and skills, the responses 
reflect the need for a cultural change, including one of 
assurance in all lines and not just by internal audit, and 
improving the risk maturity of the organisation.

While these areas will require buy-in from management and 
the audit committee, there is clearly a driver for internal audit 
to demonstrate its currency and that it can be strategic in its 
coverage and approach.
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Improving access and engagement of internal audit with the audit committee
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Demonstrating to the business that internal audit is current

Enabling better engagement of internal audit with top management
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Views on what could improve the impact of internal audit in the organisation  
(respondents were asked to select their top three priorities).
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The framework for 
internal audit impact
The key elements of the internal audit impact model are defined below: 

Impact 
of internal 

audit

The internal 
audit team

Organisational 
context

Internal audit 
framework

Ex
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Appendix A: 
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Impact 

The ability of internal audit to support the organisation in 
achieving its strategic objectives and priorities. This will be 
through an appropriate mix of assurance, consulting activity 
and advice. The impact of internal audit will vary across 
organisations based on assurance needs, organisational 
culture, appetite for assurance and driving continual 
improvement.

Expectations

Stakeholder expectations: an impactful internal audit service 
will understand and manage stakeholder expectations. 
Where expectations of internal audit are low, the function 
will exceed these and raise expectations to help stakeholders 
understand the benefits of a modern, engaged internal 
audit function. Stakeholders are likely to include senior 
management, the audit committee and other assurance 
functions.

Audit expectations: internal auditors also set their own 
expectations in response to their professional judgement 
based on standards and their assessment of risks and audit 
needs.

Internal audit framework 

Internal auditing standards: the professional framework 
that provides the foundation for the core quality of internal 
auditing. As a minimum, internal audit functions should be 
conforming with the requirements of these standards.

Internal audit leadership: the function must be led in such 
a way that it strives to make an impact, while engaging 
with the organisation and maintaining its independence 
and objectivity. The head of internal audit must be a senior 
manager with regular and open engagement across the 
organisation, particularly with the leadership team and the 
audit committee.

Alignment with strategic priorities: the internal audit plan 
should be developed to address not only the key risks that 
the organisation faces but also support strategic objectives 
and priorities. This will also entail understanding where other 
assurance exists around strategic objectives and avoiding 
duplication or gaps in assurance. 

Internal audit team

Internal audit skills and resources: there should be a 
clear view of the skills and resources required to deliver the 
assurance that is needed by the organisation to support 
an effective governance and risk management framework. 
Where there are gaps, there are discussions with top 
management and the audit committee to understand the 
impact and to agree action.

Service delivery model: the selected model of delivery 
should enable internal audit’s professional delivery to the 
organisation according to its needs.

Organisational context 

Governance framework: the organisation has an effective 
governance framework and a high-performing audit 
committee, with members with appropriate skills and 
experience. There are clear and unrestricted reporting lines 
for the head of internal audit to the audit committee, including 
private meetings between the head of internal audit and the 
committee. 

Internal audit access to senior management: internal audit 
has unrestricted access to senior management, including 
the chief executive. There is regular dialogue, and the head 
of internal audit attends senior management meetings to be 
able to best understand the changing risks and assurance 
needs of the organisation. 

Risk and assurance culture: the organisation, led by those 
charged with governance, seeks assurance as an integral 
part of its risk management framework and the decision-
making process. Assurance is used to drive improvement and 
is viewed as an activity that supports decision making in all 
aspects of the organisation, both strategic and operational. 
The three lines model may be used as a structure to identify 
and plan assurance activity.  

P
age 98 of 106



51CIPFA Thinks | Internal audit: untapped potential

Appendix B: Maximising the impact of 
internal audit
Ten questions to ask your internal auditors

Suggested questions that senior management and audit committees should be asking to obtain the maximum 
impact from internal audit. Comparing views on these questions with the head of internal audit may also lead to 
some useful discussions.

Engagement with the organisation

1. Does internal audit receive the right level of support and engagement from the audit committee? 

2. Does internal audit get good engagement from across the organisation when it plans and conducts audits?

3.  Do managers within the organisation seek advice or assurance from internal audit?  
What are the drivers of or obstacles to this?

4.  Has the head of internal audit indicated that resources (capability or capacity) need to increase?  
What steps are being taken to address this?
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Quality, impact and continual improvement

5.  Does internal audit conform to PSIAS as demonstrated by an independent external quality assessment undertaken within 
the last five years?  
For local government organisations, this should also include conformance with the Local Government Application Note.

6.  What action is internal audit taking to continually improve its quality, engagement and impact for the organisation?  
Is internal audit considering the skills and competencies it will need in the future as well as now?

Assurance

7.  Is there a clear view of the assurance that internal audit does, and does not, provide?  
What assurance is provided by other functions or parties?  
Are there gaps in the assurance that management or the audit committee require?

8.  How do internal audit plans map to the organisation’s strategic priorities and risks? 

9.  How is internal audit developing its approach to providing assurance – for example, making greater use of data or 
undertaking audits with a more strategic focus? 

Strategy

10.  What factors currently determine our internal audit strategy?  
Are we confident that the strategy will deliver our internal audit needs in the future?
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Appendix C: References and literature 
considered in our research
In addition to references cited in footnotes, a wide range of literature, websites and reports were reviewed as part of this 
research. The following bibliography provides details of the main sources consulted and contains links to the relevant website 
or document for ease of access.

CIPFA resources

Benchmarking analysis: internal audit in local government (2015)

Facing up to COVID-19 in the public sector: the internal audit response (2020)

Financial Management Code (2019)

Financial Resilience Index (2022)

Local Government Application Note for the UK PSIAS (2019 edition)

Perceptions of audit quality: a survey analysis (2009)

Position statement on audit committees in local authorities and police (2018)

Statement on the role of the head of internal audit in public service organisations (2019)
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Online resources

Assurance frameworks (HM Treasury, 2012)

Assurance, reassurance and performance (Good Governance Institute, 2021)

Audit and Inspection of Local Authorities in England: five years after the Local Audit and 
Accountability Act 2014 – Parliamentary Academic Fellowship report by Professor Laurence 
Ferry (UK Parliament, 2019)

Avoiding the blind spot: supporting financial stability and resilience (Chartered Institute of 
Internal Auditors, 2021)

Developing an overall opinion during the pandemic crisis – considerations for 2021/22 and 
reflections on 2020/21 (Internal Audit Standards Advisory Board)

Government Functional Standard GovS 009: Internal Audit (Government Internal Audit 
Agency)

Head of internal audit annual opinion: key considerations for 2021/22 (HFMA, 2022)

Independent review into the oversight of local audit and the transparency of local authority 
financial reporting (Sir Tony Redmond, 2020)

Internal Audit Code of Practice: guidance on effective internal audit in the private and third 
sectors (Chartered Institute of Internal Auditors, 2020)

Local authority governance (National Audit Office, 2019)

Models of effective internal audit: how to organise a successful internal audit function 
(Chartered Institute of Internal Auditors, 2015)

Public Sector Internal Audit Standards (PSIAS) (Internal Audit Standards Advisory Board, 
2017)

The Future of Jobs Report (World Economic Forum, 2020)

Value proposition for internal audit (The Institute of Internal Auditors)

Legislation

The Accounts and Audit Regulations 2015

Other academic references
Domingos M. Sequeira de Almeida (2007): The Value of Internal Audit (first published in 
Auditoria Interna), Lisbon: Instituto Português de Auditoria Interna (IPAI)

Eulerich, M and Lenz, R (2020): Defining, Measuring and Communicating the Value of Internal 
Audit, Florida: Internal Audit Foundation

Eulerich A and Eulerich M (2020): What is the value of internal auditing? – A literature review 
on qualitative and quantitative perspectives (published in Maandblad Voor Accountancy en 
Bedrijfseconomie, Amsterdam University Press)
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Appendix D: Research methodology
This project was initiated in autumn 2021, with a survey open for one month, and roundtable discussions, wider research and 
interviews held during winter 2021.

Online survey – technical summary

On 6 October 2021, 5,120 individuals were invited by email to take part in the ‘Internal audit in public services’ online survey. 

These individuals worked in central government, education, local government or housing and were in a job role described as 
being either audit or finance related or were a political appointment, eg a councillor.

Each person was contacted a maximum of four times: the initial email followed by up to three reminders (issued on 13 October, 
20 October and 27 October). Potential respondents only received a reminder if they had not started or fully completed the 
survey. The number of people contacted/responded per wave is as follows.

•  Wave 1 (initial): 5,120 issued/193 completed (45%)

•  Wave 2 (first reminder): 4,921 issued/112 completed (26%)

•  Wave 3 (second reminder): 4,179 issued/83 completed (20%)

•  Wave 4 (third reminder): 4,720 issued/37 completed (9%)

•  Total completed: 425

Links to the survey were also distributed to members of the following organisations and groups: HAIF, TIAN, CHEIA, National 
Housing Federation, GIAA, BUFDG, CIPFA Internal Audit Special Interest Group, IASAB, CIIA and the CIPFA Governance Audit 
Risk and Assurance working group. This yielded a further 328 responses. We also received 78 responses that we judged to be 
sufficiently complete to include in our report. This brought the total number of responses to 831.
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The survey consisted of 23 questions, and if the respondent was not in an audit role, four 
questions were omitted. From a statistical perspective, while we’re unable to provide a total 
response rate, we can make certain judgements about the reliability of our results. 

Responses Confidence level Error rate

400 95% ±5.0%

700 95% ±4.0%

1,000 95% ±3.0%

Consequently, the statistical validity for this survey can be viewed as being highly credible.

Responses Confidence level Error rate

831 95% ±3.4%

What does this mean, or what impact does this error rate of ±3.4% have on our results? The 
simplest way to describe this is by example. If the result for any given question is, say, 51% 
‘yes’ and 49% ‘no’, then this difference (2%) is lower than our error rate and is consequently 
not significant. If the result is 55% ‘yes’ and 45% ‘no’, then the difference (10%) is greater than 
the error and can be consequently said to be significant.

The other method by which we can assess the integrity of the survey is by undertaking an 
evaluation of potential bias. In other words: to what extent do the profiles of respondents 
match those of our population of interest? However, this assessment of bias comes with 
a caveat: the only profile information we have access to is that of the 5,120 we originally 
canvassed. Consequently, we have to assume that the profile of this cohort is similar to that of 
the other member organisations that raised awareness of our survey.

The profiling information being used for assessing bias relates to the person’s level of seniority 
and their job role – see tables below.

Level of seniority Population Respondents Difference

Operational 53.2% 38.1% -15.1%

Head 16.2% 23.7% 7.5%

Director 16.1% 18.5% 2.4%

Manager 13.3% 16.8% 3.5%

Other 1.2% 2.8% 1.7%

Total 100.0% 100.0%

The ‘difference’ illustrates the extent to which the respondent profile differs from that of the 
population of interest, ie the 5,130 people canvassed. The results would appear to suggest 
that we had a smaller proportion of operational staff taking part than that of our population, 
and consequently larger proportions of managers and senior managers. It could be argued 
that having a larger proportion of managers/senior managers’ views is a positive thing.

Job role Population Respondents Difference

Audit 69.1% 67.5% -1.5%

Finance 12.4% 14.6% 2.2%

Councillor 11.2% 7.6% -3.5%

Other 7.4% 10.2% 2.8%

Total 100.0% 100.0%
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An identical comparison but based on the job role shows that any bias is far less obvious. 
Essentially, where the ‘difference’ is at or around 2%, then we would claim that any bias 
is within acceptable bounds. From this perspective, we can claim that our results are 
representative.

Roundtable meetings

Of the 831 survey respondents, 143 agreed to get involved. Respondents were organised into 
five groups, generally corresponding to their job roles, eg heads of internal audit; clients, audit 
committee chairs; clients, senior managers; auditors, excluding heads of; and selected heads 
of internal audit together with clients. Four of these roundtables took place in November 2021 
and one took place in December 2021. To help stimulate debate and to ensure that specified 
topics were discussed, a guide was created based on the findings from the online survey. 

However, the content did vary from group to group, but it generally covered:

•  assurance frameworks/risk management

•  resources and skills

•  IT, including digitisation, real-time assurance and analytics

•  being strategic

•  changing perceptions/improving understanding of internal audit

•  the future.

Each roundtable was hosted on Microsoft Teams and, with the necessary approvals in place, 
recorded. The recordings were uploaded to Otter AI for transcription, and a Word document 
was created for each roundtable. The original audio/visual document was also retained. The 
contents of the various Word documents were imported into NVivo’s text analytics software, 
allowing us to identify the key themes arising and the comments that best illustrated them.

Sector of respondents %

Local government body 76

Civil Service – central government department, including NDPB/agencies 9

Police/fire 6

Education/FE/HE 4

Other public sector/social enterprise/charity/not-for-profit/housing/social care 3

NHS/health body 2

Role of respondents %

Qualified/experienced internal auditor, including trainee internal auditor 37

Head of internal audit or equivalent 29

Executive/senior manager 18

Audit committee member 13

Other 3

Internal audit resourcing model %

In-house internal audit team 57

Outsourced to an external provider 23

In-house team with a co-sourced arrangement 18

Contractor/outsourced head of internal audit managing an in-house team 3
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