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Audit Committee Meeting Agenda Item:  
 
Meeting Date 25 May 2011 

Report Title Internal Audit: Terms of Reference and Strategy 

Portfolio Holder Performance and Finance 

SMT Lead Corporate Services Director 

Head of Service Head of Audit Partnership 

Lead Officer Head of Audit Partnership 

Key Decision No 

Classification Open 

  
Recommendations 1. That the Audit Committee endorse the Internal 

Audit Terms of Reference and the Audit Strategy 
as set out at Appendix I and Appendix II 

 
Purpose of Report and Executive Summary 
 
1.1 The report seeks the endorsement of the Audit Committee to the Internal Audit 

Terms of Reference and the Internal Audit Strategy.  
 
 
2 Background 
 
2.1 Internal Audit within Local Government is required to operate in accordance with 

the standards set out in the Code of Practice for Internal Audit 2006, published by 
the Chartered Institute of Public Finance and Accountancy (CIPFA). The 
standards require that the purpose, authority and responsibility of Internal Audit 
must be formally defined by the Council in terms of reference consistent with the 
Code. The Code also requires that the Head of Internal Audit must produce an 
audit strategy, which is a high-level statement of how the internal audit service 
will be delivered and developed in accordance with the terms of reference and 
how it links to the organisational objectives and priorities. 

 
2.2 The triennial review of Internal Audit by the Audit Commission in 2009/10 

highlighted the need for a Terms of Reference and a Strategy which is consistent 
with the Code of Practice. The documents, which are attached at appendix I and 
appendix II are compliant with the Code of Practice. 

 
2.3 The Accounts and Audit Regulations 2011 (effective from 31 March 2011) set out 

some minor changes to the definition of the statutory requirement for internal 
audit. The statutory requirement is now as follows: 
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 ‘A relevant body must undertake an adequate and effective internal audit of its 
accounting records and of its system of internal control in accordance with the 
proper practices in relation to internal control.’  

 
2.4 The Terms of Reference shown at appendix I include the new statutory definition. 
 
 
3 Proposal 
 
3.1 The creation of Terms of Reference which meet the expectation of the Code of 

Practice helps to clarify the role of Internal Audit to those ‘charged with 
governance’ and is therefore an important document. The Audit Strategy helps to 
provide clarity on how the Internal Audit service will be delivered; again this 
transparency is helpful to effective governance. The Committee is asked to 
endorse the Terms of Reference and the Strategy. 

 
4 Alternative Options 
 
4.1 Terms of Reference and a defined Strategy for Internal Audit help to make the 

responsibilities and approach of Internal Audit clear to all stake-holders and are 
important elements in ensuring compliance with the statutory Code of Practice. 
Therefore, it would be inappropriate if the Audit Committee was unable to 
endorse them. 

 
5 Consultation Undertaken or Proposed 
 
5.1 The Terms of Reference and Strategy have been designed to meet the statutory 

Code of Practice; therefore consultation is inappropriate in this case. 
 
6 Implications 
 
Issue Implications 

Corporate Plan none identified at this stage  

Financial, 
Resource and 
Property 

none identified at this stage  

Legal and 
Statutory 

The Council is required to ‘undertake an adequate and effective 
internal audit’ under the Accounts and Audit Regulations 2011. 
The requirement for formal Terms of Reference and Strategy is 
set out in the statutory Code of Practice for Internal Audit. 

Crime and 
Disorder 

none identified at this stage  

Risk Management 
and Health and 

none identified at this stage  
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Safety 

Equality and 
Diversity 

none identified at this stage  

Sustainability none identified at this stage  

 
7 Appendices 
 
7.1 The following documents are to be published with this report and form part of the 

report 

• Appendix I: Internal Audit Terms of Reference (Audit Charter) 

• Appendix II: Internal Audit Strategy 
 
 
8 Background Papers 
 
8.1 The Audit Commission Triennial Review of Internal Audit at Swale (reported to 

the Audit Committee on 26 May 2010). 
 
8.2 The Code of Practice for Internal Audit in Local Government in the United 

Kingdom 2006 (published by CIPFA). 
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