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 Part 1 - Open to the Public ITEM NO.

REPORT OF THE CHIEF FINANCE OFFICER
AND

HEAD OF INTERNAL AUDIT

TO THE AUDIT & ACCOUNTS COMMITTEE
ON WEDNESDAY 23rd OCTOBER 2019

TITLE: CIPFA STATEMENT – THE ROLE OF THE HEAD OF INTERNAL AUDIT IN 
PUBLIC SECTOR ORGANISATIONS 

RECOMMENDATIONS: 
Members are requested to note the updated Statement and note the support required 
to enable their internal auditors to meet the required standards 

EXECUTIVE SUMMARY: 
The purpose of this report is to present the Chartered Institute of Public Finance & 
Accountancy (CIPFA) Statement on the Role of the Head of Internal Audit in Public 
Sector Organisations, for review and comment by the Committee.  The Statement is 
attached at Appendix A to this report.  CIPFA has also launched a collection of case 
studies showing the councils and other public sector bodies leading the way with 
innovative solutions to provide better support and assurance to their clients.  The 
publication ‘Leading Internal Audit in the Public Sector’ is attached at Appendix B to 
this report.

The CIPFA Statement was published in April 2019 and sets out CIPFA’s view of the 
role and functions of the Head of Internal Audit; it replaces the previous 2010 Position 
Statement.  The Statement ensures there is alignment to the Public Sector Internal 
Audit Standards (PSIAS) 2017; it explicitly links to the Mission and the Core Principles 
for the Professional Practice of Internal Auditing.

BACKGROUND DOCUMENTS: 
 CIPFA Publication: CIPFA Statement on The Role of the Head of Internal 

Audit in Public Sector Organisations 2019 Edition
 CIPFA Publication ‘Leading Internal Audit in the Public Sector’

KEY DECISION:  NO
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DETAILS:  

1. The CIPFA Statement

1.1 The Statement notes that “the Head of Internal Audit (HIA) occupies a critical 
position in any organisation, helping it to achieve its objectives by evaluating 
the effectiveness of governance, risk management and internal control 
arrangements and playing a key role in promoting good corporate governance.  
The aim of the Statement is to set out the role of the HIA in public service 
organisations and to help ensure organisations engage with and support the 
role effectively.”

1.2 The CIPFA statement sets out not only the responsibilities of the HIA but also 
those of the organisation.  It recognises the vital role of the HIA and notes, as 
essential, that public service organisations properly support their internal 
auditors to enable them to meet the standards.  It recognises that HIAs in the 
public services face challenges ensuring professional standards are maintained 
and their internal audit teams remain effective. CIPFA recommends that 
organisations evaluate their organisational arrangements for internal audit and 
consider the extent to which they align to the principles.  

1.3 The Statement sets out the five principles that define the core activities and 
behaviours that belong to the role of the HIA in public service organisations and 
the organisational arrangements needed to support them.  Successful 
implementation of each of the principles requires the right ingredients in terms 
of the organisation, the role and the individual.

The principles are:

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

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

To perform this role the head of internal audit must:
iii. be a senior manager with regular and open engagement across the 

organisation, particularly with the leadership team and with the audit 
committee

iv. lead and direct an internal audit service that is resourced appropriately, 
sufficiently and effectively

v. be professionally qualified and suitably experienced

1.4 For each principle the Statement sets out the organisation’s responsibilities to 
ensure HIAs are able to operate effectively and perform their core duties. The 
Statement also sets out the core responsibilities of the HIA, consistent with 
PSIAS. 
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2. DELIVERING EFFECTIVE SUPPORT FOR THE HIA

2.1 The Statement notes that the UK PSIAS provide clear standards for internal 
audit, however, HIAs in the public services face challenges ensuring 
professional standards are maintained and their internal audit teams remain 
effective.  One key reason for this is that the organisation in which they operate 
has a direct impact on the resources, scope and authority given to internal audit.  
CIPFA recognise the increasingly challenging environment for Internal Audit, as 
stakeholder expectations increase and HIAs across the whole public sector are 
working in increasingly high-pressure environments, contending with restricted 
resources and growing levels of financial risk.  The Statement calls on the public 
sector to provide the required support and recognition for the HIAs and their 
teams, and presents best practice guidance for the internal auditors, leadership 
teams and audit committees to support its effectiveness.

Role of HIA
2.2 The annual HIA opinion is on the overall adequacy and effectiveness of the 

organisation’s framework of governance, risk management and control in 
accordance with PSIAS.  It is the most important output from the HIA and is one 
of the main sources of objective assurance that chief executives and the 
leadership team have for their annual governance statement. The HIA opinion 
is unique within the wider assurance framework in that is independent and 
objective and in accordance with professional standards. 

2.3 The Statement notes that internal audit resources available must be 
proportionate to the size, complexity and risk profile of the organisation and 
must be enough for the HIA to give a reliable annual internal audit opinion.  To 
build a robust opinion on the adequacy of the governance, risk and control 
framework the HIA will need to review and if appropriate place reliance on the 
work of others.  The HIA can support the organisation in improving governance 
by promoting the benefits of good governance, interpreting and advising on the 
application of governance principles as well as reporting on governance risks.

2.4 The HIA should understand the range of risks to good governance the 
organisation faces, such as entering into new collaborative arrangements, 
managing resource pressures or taking on new statutory responsibilities.  The 
HIA should then assess how best to support good governance and 
organisational improvement.  To facilitate this HIAs must be asked to consider 
the impact of proposed policy initiatives, programmes and projects as well as 
responses to emerging risks.  HIAs should be made aware of major new 
systems and proposed initiatives such as new collaborative or commercial 
arrangements to help ensure risks are properly identified and evaluated and 
appropriate controls built in.  

Role of the Chief Financial Officer
2.5 The Internal Audit Charter notes the role of the Chief Financial Officer and that 

officer’s overarching responsibility for discharging the requirement for sound 
financial management.  The ‘Role of the Chief Financial Officer in Local 
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Government’ (CIPFA, 2016) emphasises the importance of having an effective 
internal audit service to support the CFO.  

Role of the Audit Committee
2.6 The Statement notes that an essential role for the audit committee is to oversee 

internal audit, helping to ensure that it is adequate and effective.  Both these 
elements are also set out in the PSIAS and the supporting Local Government 
Application Note (LGAN).

2.7 The core functions of the Audit Committee in relation to internal Audit are as 
follows:  
 oversee its independence, objectivity, performance and professionalism; 

support the effectiveness of the internal audit process; and promote the 
effective use of internal audit within the assurance framework.

Role of the Leadership Team
2.8 The Statement notes that the leadership team is responsible for the 

organisation achieving its objectives and for the underlying governance 
arrangements and effective frameworks of risk management and internal 
control.  The HIA’s unique role is to evaluate these arrangements and provide 
independent assurance on their effectiveness.  

2.9 The leadership team should establish top level commitment to the principles of 
good governance, recognising its importance for achieving strategic objectives.  
Good governance is core to achieving strategic aims and demonstrating that 
public money is used well.  

3. CONCLUSION

3.1 A full assessment of compliance with the document will be undertaken as part 
of the annual self assessment of the service.  Initial assessment has identified 
the following key actions:  
 ensure that Internal Audit is consulted wherever possible to give advice on 

major new systems and proposed initiatives such as new collaborative or 
commercial arrangements, major projects, programmes and in respect of 
developing systems; and 

 undertaking an assurance mapping exercise and compiling an assurance 
map (included in the external PSIAS review action plan).
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KEY COUNCIL POLICIES:  Salford City Council Constitution

EQUALITY IMPACT ASSESSMENT AND IMPLICATIONS: 
The work required to deliver the internal audit plan is identified through a regular risk 
assessment process. This is carried out using an established methodology that is 
designed to show that all potential audit areas are considered fairly. 

ASSESSMENT OF RISK: 
The work of internal audit forms a key element of the council’s overall system of 
internal control.  An effective internal audit service also helps to promote and 
implement best practice and process improvements in the management of risks.  A 
key requirement in producing the Annual Governance Statement is to be able to place 
reliance on the opinion and annual report of the Head of Internal Audit.  The Corporate 
risk register is reviewed to ensure that the internal audit plan reflects the issues raised.  
A key requirement for the Audit and Accounts Committee in order for the Committee 
to meet its Terms of Reference is to assess the adequacy of the internal audit service.  

LEGAL IMPLICATIONS:  Supplied by Nicky Smith, Senior Solicitor (tel. 219 6315)
Section 151 of the Local Government Act 1972 requires every local authority to make 
arrangements for the proper administration of their financial affairs and to secure that 
one of their officers has responsibility for the administration of those affairs. The 
Accounts and Audit Regulations 2015 also require authorities to ensure that they have 
a sound system of internal control which
(a)  facilitates the effective exercise of its functions and the achievement of its aims 

and objectives;
(b)  ensures that the financial and operational management of the authority is 

effective; and
(c)  includes effective arrangements for the management of risk.
A relevant authority must undertake an effective internal audit to evaluate the 
effectiveness of its risk management control and governance processes, taking into 
account public sector internal auditing standards or guidance.

The Head of Internal Audit occupies a critical position in the Authority, helping it to 
achieve its objectives by evaluating the effectiveness of internal control arrangements 
and playing a key role in promoting good corporate governance. The aim of the CIPFA 
Statement is to set out the role of the Head of Internal Audit in public service 
organisations and to help ensure that organisations engage with and support the role 
effectively.      

FINANCIAL IMPLICATIONS: Supplied by: Jean Gleave (Head of Internal Audit)
There are no budget implications arising from this report.

PROCUREMENT IMPLICATIONS:  Supplied by:   Christine Flisk (Procurement 
Manager)
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There are no known procurement implications with this report.

HR IMPLICATIONS:  Supplied by:  (HR Manager)
There are no known HR implications with this report.

OTHER DIRECTORATES CONSULTED: None

CONTACT OFFICER: Jean Gleave TEL NO: 0161 607 6651

WARDS TO WHICH REPORT RELATES: N/A


