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TO:
Scrutiny and Performance Committee

FROM:
Treasurer of the Fire Authority 

DATE:
12 June 2008

REVIEW OF INTERNAL AUDIT EFFECTIVENESS 2007/08

1.
Purpose
1.1
To review the effectiveness of the internal audit function for 2007/08.

2.
Recommendation

2.1
The Committee is asked to note the review of effectiveness of internal audit.

3.
Risk Assessment

3.1
Economic/Legislative.  The risk of not reviewing the internal audit function on an annual basis potentially leaves the Authority vulnerable to financial fraud and non-compliance with legislation.  
4.
Background
4.1
Regulation 6 of the Accounts and Audit Regulations (2003) requires the Fire Authority, as a public body, to conduct a review at least once a year of the effectiveness of its system of internal audit.

4.2
The review of effectiveness should be considered in conjunction with the Corporate Governance Statement. 

4.3
The annual review can be informed by any review of Internal Audit by the appointed auditor and the results of any measures or reviews that are put in place by the Treasurer to the Fire Authority and the Internal Audit provider.

4.4

The appointed auditor will review the work undertaken by internal audit annually, with some testing being re-performed. 

4.5
Measures of effectiveness suggested are designed to measure outputs and outcomes, as well as the timeliness of the audit processes.  The key measurements suggested are:

· Full completion of the annual audit plan;

· Issuing final audit reports within 2 weeks of the formal management response;

· Achieving 90% acceptance of audit recommendations;

· Achieving 90% implementation of high-risk recommendations within 12 months;

· Achieving 75% implementation of all recommendations within 12 months.

Attached at Appendix 1 is the effectiveness review for 2007/08.  

4.6
Tribal Business Assurance were appointed as the Authority’s internal auditor with effect from 1st April 2007.  To date the quality of service received has been good with a risk based approach applied to the internal audit reviews..

4.7
The newly appointed internal auditor is subject to their own independent service review that is shared with clients.  This review has been used as a qualitative measure in measuring the effectiveness.
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APPENDIX 1 - REVIEW OF INTERNAL AUDIT EFFECTIVENESS 2007/08

	Performance criteria


	Performance Achieved
	Comments

	Completion of the proposed annual audit plan for 2006/07


	100% Complete
	

	Final Reports issued within 2 weeks of management comments


	100% Complete
	All reports issued within 48 hours of management comments being submitted.

	90% of audit recommendations accepted


	Achieved.  All 49 recommendations have been accepted.
	

	90% of high risk recommendations to be implemented within 12 months


	All of the 10 (65%) important recommendations have a planned implementation date within twelve months, with 5 scheduled for completion by the end of June 2008.
	No high risk recommendations were identified during 2007/08.  Therefore important recommendations have been included.

	75% of all recommendations implemented within 12 months
	All recommendations, with the exception of Payroll, will be implemented within 12 months.  
	The HR/Payroll project will kick off in June 2008.  Once fully scoped, a timescale for implementation of these objectives will be agreed.


NB.  A detailed summary of progress against these objectives will be presented to members in October.
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