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1. Purpose of Report 

 
1.1. This report provides members with an overview of the current Internal Audit 

Service and seeks endorsement for the future service delivery to be structured 
around an inhouse service delivered directly by the Council.  This will replace  
the current arrangement whereby Milton Keynes Council is leading on the 
provision of this service.   
 

2. Executive Summary 

 
2.1 The Internal Audit Service is critical to any organisation and is designed to add 

value and improve an organisation’s operations.  The Accounts and Audit 
Regulations (2015) set out the a Council must have a sound system of internal 
control which: 

 Facilitates the effective exercise of its functions and the achievement of 
its aims and objectives; 

 Ensures that the financial and operational management of the authority is 
effective; and  

 Includes effective arrangements for the management of risk. 
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2.2 Internal Audit should be established to deliver a modern and effective service 
that: 

 Meets the requirements of the Public Sector Internal Audit Standards 
(PSIAS) and the Accounts and Audit Regulations; 

 Ensures effective audit coverage and a mechanism to provide independent 
and objective overall assurance, in particular to Councillors and 
management 

 Provides an independent Annual Opinion on the adequacy and 
effectiveness of the Council’s framework of governance, risk management 
and control environment; 

 Identifies the highest risk areas of the Council and allocates available 
Internal Audit resources accordingly; 

 Adds value and supports senior management in providing effective control 
and identifying opportunities for improving value for money; and  

 Support the S151 Officer in maintaining prudent financial stewardship for 
the Council. 

2.3 On 1st April 2021 and following Local Government Reorganisation, North 
Northamptonshire Council inherited a mixture of operating models from the 
sovereign councils for a number of services including Internal Audit.  The 
blueprint setting out the future structure for the Council noted that the Internal 
Audit Service was to be provided through lead authority arrangements with the 
function being part of a shared service partnership1, whereby the lead authority 
responsible for the co-ordination and delivery of the service would be Milton 
Keynes Council. 
 

2.4 The staff supporting the function would consist of those that were previously 
part of the Internal Audit arrangements prior to the reorganisation across 
Northamptonshire, both in house and those procured from external audit firms. 

 
2.5 This report seeks to streamline the arrangements and establish a separate 

Internal Audit service led and directed by North Northamptonshire.  This will 
allow for greater influence and control over the provision of the service, with the 
Chief Internal Auditor and his/her staff working directly for the Council and 
reporting to the Executive Director of Finance - supporting the implementation 
of best practice, the streamlining of processes and the avoidance of duplication 
of effort.  The Chief Internal Auditor will also have a key role in supporting the 
Council’s Audit Committee. 

 
2.6 Members are asked to consider the content of this report and to endorse the 

option to bring the services back in-house as soon as is practicable taking into 
account staff consultation, TUPE requirements and the need to ensure that the 

                                            
1 The lead authority arrangements for Internal Audit are part of a shared service partnership between 

North Northamptonshire Council, West Northamptonshire Council, Milton Keynes Council and 
Cambridgeshire County Council. 



   
 

   
 

audit service is adequately staffed to deliver the audit plan. It is anticipated that 
the cost of the revised service can be contained within existing budgets. 
 

2.7 In addition, it is anticipated that the Council will also take the responsibility for 
the delivery of an internal audit service to a small number of other Councils as 
part of their work remit.  This will be in line with current contractual 
arrangements - predominantly through the Welland partnership but also other 
provision.  Discussions with the Chief Finance Officers of the relevant Councils 
are taking place to confirm these arrangements from 1st April 2022. 

 
 
3. Recommendations 

 
3.1 It is recommended that the Executive: 

 
a) Approve the option to bring the Internal Audit Service in-house as set out in 

the report. 
b) Delegate authority to the Executive Member for Finance and 

Transformation in consultation with the Executive Director for Finance to 
take the steps necessary to implement the in-house provision of internal 
audit services including the continuation of services to Councils that were 
previously supported through the Welland Partnership and other lead 
authority arrangements. 

 
Reasons for Recommendations  

 
3.2 To enable the implementation of a single operating model for Internal Audit 

Services in order to streamline service provision and become a more efficient 
arrangement which incorporates best practice wherever possible. This should 
lead to improved service focussed on the needs of the Council. 
 
 

4. Report Background 

 
4.1 Internal audit for the County Council was previously provided under the Local 

Government Shared Service (LGSS) arrangements. Following changes 
brought about as part of Local Government Reorganisation, a number of these 
services were essentially replicated in a lead authority arrangement whereby 
resources were put at the disposal of a lead authority who would then direct 
those resources to provide the relevant service to the participating 
organisations in accordance with agreed levels.  The lead authority for Internal 
Audit Services was Milton Keynes Council. 
 

4.2 Any Internal Audit services that were undertaken directly by the previous District 
and Borough Councils, including staff resources procured under contract,  
would also be put at the disposal of the lead authority.  Such staff will be 
considered under the TUPE transfer arrangements. The arrangements pre 
vesting day (1st April 2021) are set out below: 
 



   
 

   
 

 Northamptonshire County Council Service provided under lead authority 
arrangements as part of LGSS 

 Kettering Borough Council service provided by an outsourced service 
provider (CW Audit Services) 

 Corby Borough Council service provided by an outsourced service provider 
(LGSS) 

 East Northamptonshire Council provided by an outsourced arrangement 
(LGSS) 

 Borough Council of Wellingborough provided by an outsourced 
arrangement (CW Audit Services) 
 

4.3 The agreement to the delivery structure post vesting day was not agreed by all 
partners and therefore the consultation with the staff affected could not take 
place at the time.  Accordingly interim arrangements have been put in place 
where staff have remained with their current employers and ex-County staff 
have transferred to West Northamptonshire Council.  One member of staff was 
providing support to North Northamptonshire Council through CW Audit 
Services, which was extended to 30th September prior to TUPE of relevant staff. 
 
 

5. Issues and Choices 

 
5.1 When North Northamptonshire Council was established on 1st April 2021 a 

number of lead and host arrangements were put in place.  One of these was 
that Internal Audit should continue under a lead authority arrangement, 
designed to ensure a continuation of services whilst more detailed work on 
future requirements was understood. 
 

5.2 Similar Lead Authority arrangements were also established for financial high 
volume transactional services such as accounts payable, sundry debt collection 
and payroll services. Such arrangements tend to be more effective for these 
types of service due to consistency of processing and economies of scale, 
however, the benefits may lessen for professional or advisory services, such as 
Internal Audit, particularly when operating at the scale and complexity of the 
new Council.  
 

5.3 The current interim arrangement for Internal Audit services is as follows: 

 Chief Internal Auditor role provided by Milton Keynes 

 Lead Internal Auditor for the North provided by Cambridgeshire County 
Council 

 Some management support provided by Milton Keynes 

 All of ex LGSS/NCC staff transferred to West Northamptonshire 

 Contract Audit extended, where relevant, for North Northamptonshire area. 

 Kettering Borough Council Fraud Officer transferred to North 
Northamptonshire Council 

 Continued utilisation of staff from the Welland Partnership. 
 

5.4 As part of the blueprint this mixture of service provision was intended to be 
transferred to West Northamptonshire Council on 1st April 2021 as the lead 



   
 

   
 

authority for Internal Audit across North and West Northamptonshore.  In 
practical terms the arrangements have resulted in direct service provision from 
Milton Keynes Council (as the Chief Internal Auditor) separately to each 
Council.  The Chief Internal Auditor at Milton Keynes Council then directs the 
resources available to the audit plan. 

 
5.5 Under the lead authority arrangement all resources should be put at the 

disposal of the Chief Internal Auditor for him to employ across the partners as 
he consider appropriate to deliver the service. However, it has been made clear 
that there is an expectation in this interim period that the resources that have 
come across from some Councils remain dedicated to those Councils and 
should not provide support to other areas.  This does have implications for the 
overall flexibility of the provision that was intended to be achieved from the 
shared service and impacts on service capacity and costs.  West 
Northamptonshire Council already have Cabinet approval (July 2021) to move 
away from the current shared service arrangement.  Similarly Cambridgeshire 
County Council are seeking to exit the agreement, which means that any 
flexibility and potential economy is further diminished with essentially only 
Milton Keynes Council remaining to deliver the service. 

 
5.6 The preference is therefore for a straightforward arrangement whereby the 

Council establishes its own Internal Audit service, ceasing the lead authority 
arrangement. A Chief Internal Auditor would be appointed to North 
Northamptonshire Council report directly to the Executive Director for Finance 
as a dedicated resource together with an internal audit team, suitably qualified 
and experienced to delivery the audit plan for the Council as well as wider 
issues such as those associated with risk management, whistleblowing and  
fraud.  The Chief Internal Auditor would also be instrumental in supporting the 
work of the Audit Committee. 

 
5.7 As part of the shared service partnership agreement, partners are expected to 

provide 18 months notice in order to exit the arrangements.  However, this has 
been discussed at the Lead Authority Officer Board overseeing the partnership 
and due to the desire of other partner members to leave as soon as possible, it 
is recommended that the notice period does not apply.  The intention is that the 
current arrangement will cease and a new structure will be in place and 
resourced by 1st April 2022. 
 

5.8 It is proposed that the service structure will include capacity to continue to 
provide an internal audit function to a small number of Councils where 
contractual provisions already exist under the existing lead authority 
arrangements and which will transfer over to North Northamptonshire under the 
proposals.    Discussions have taken place with the relevant Councils Chief 
Finance Officers to confirm the continuation of the service provision. 

 
5.9 The proposed changes will have HR implications and HR colleagues have been 

involved in the discussions to support the process to date and further 
requirements.  The current staff providing the Internal Audit service and Trade 
Union representatives have been made aware of the proposals before formal 
consultation commences.  Colleagues from Legal Services will also support the 



   
 

   
 

transition and draw up third party contracts in relation to the arrangements as 
mentioned in paragraph 5.8 above. 
 

6. Implications (including financial implications) 

 
6.1  Resources and Financial 

 
6.1.1 There are no financial  implications arising directly from this report. The report 

sets out a proposed direction of travel and seeks delegated authority to 
implement an in-house team for Internal Audit. 
 

6.1.2 The primary reason for this is to have one operating model in place to ensure 
focus on the Council Services through a dedicated Chief Internal Auditor.  This 
ill lead to improved service provision, incorporation of best practice, streamlined 
processes and ultimately reduce costs or increase income (Council Tax and 
Business rates). 
 

6.1.3 There will be HR and transformational implications associated with these 
proposals.  
 
 

6.2 Legal  
 
6.2.1 Although there are no legal implications arising directly from this report the 

proposals will necessitate early termination of the lead authority arrangements 
for Internal Audit, the termination of the service contract with external providers 
(which is currently being extended on a rolling three-monthly basis).  
 

6.2.2 Legal and HR advice will be taken to ensure that due process is followed 
throughout the process of restructure, specifically in relation to the termination 
and exit strategies for existing agreements to include considerations relating to 
TUPE and contractual terms and conditions. 
 
 

6.3 Risk 
 
6.3.1 As with any service disaggregation there is a risk that the service will be 

temporarily adversely affected though the transition period and possibly for a 
short time beyond this whilst staffing levels are achieved and processes put in 
place.  Every effort will be made to minimise the levels of any disruption working 
closely with the existing staff and HR. 
 

6.3.2 In order for delegation to be exercised any risks arising during the process or 
as a result of the legal and HR advice received will be clearly identified and 
mitigated. 
 
 

6.4 Consultation  
 



   
 

   
 

6.4.1 The Corporate Leadership team (CLT) support the proposal for an Internal 
Audit Service.  Discussion has taken place with the Lead Authority Board 
regarding the potential cessation of the internal audit arrangements and follows 
similar decisions by West Northamptonshire Council and Cambridgeshire 
County Council to exit the arrangement. 
 

6.4.2 Colleagues in HR have been consulted on the process and an update was 
given at the Directorate Consultation Forum held on 8th September 2021. 
 
 

6.5 Consideration by Overview and Scrutiny 
 

6.5.1 Not yet considered by committee. 
 
 
6.6 Climate Impact 

 
6.6.1 No impacts identified. 
 
 
6.7 Community Impact 

 
6.7.1 No specific impacts have been identified at this stage, but any impacts are 

expected to be beneficial in that a single in-house service delivery will help to 
deliver improved services to our residents. 

 
 
7. Background Papers 

 
7.1 None 
 
 
 
 


