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PRIME MINISTER QJ?

INTERNAL AUDIT IN GOVERNMENT DEPARTMENTS

I undertook to let you have a progress report on this at

the end of March. It is enclosed.

2. A useful start has been made in what we know is a long
campaign which needs to be sustained. Some departments have
moved faster than others. This was to be expected, and

will no doubt continue. But there has been plenty of action
and in general the Treasury believes that the need for major
improvement, especially in computer audit, has been well
taken on board, and the right actions are in hand. The
changes in staffing summarised in paragraph 6 of the report

are important and encouraging.

3. The first stage is to identify and get into post suitable
people to head audit units, to settle their objectives and
terms of reference, and to prepare the necessary documentation.
That stage is going quite well. It will take some months

more to complete.

4, To get the audit teams fully trained and experienced and
operating effectively to an acceptable standard as a routine
will take a good deal longer. The aim is to bring computer
audit up to a fully acceptable standard by 1984 and internal
audit as a whole by 1986. These targets still look realistic
but we need to keep up the impetus. 1 propose to report to

you again in 12 months' time.




5. I am sending copies of this minute to all Cabinet

colleagues, Sir Robert Armstrong and Sir Derek Rayner.

LEON BRITTAN
31 March 1982
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10 DOWNING STREET

From the Private Secretary 5 April 1982

Internal Audit in Government Departments

The Prime Minister was grateful for the Chief Secretary's
minute and progress report of 31 March. She is glad to know
that good progress is being made to improve internal audit
and that the initiative by the Treasury and MPO and the work
in hand in Departments will enable a satisfactory answer to be
given to the Public Accounts Committee in June.

"I am copying this letter to Peter Jenkins (HM Treasury),
Jim Buckley (Chancellor of the Duchy of Lancaster's Office),
David Wright (Cabinet Office) and Christopher Joubert

(Sir Derek Rayner's Office).

T.F. Mathews, Esq.,
HM Treasury
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The present j m vork was initiated by a letter which

Sir Douglas Wa Sir Ian Bancroft sent to the Permanent

i1

o)
Secretaries of 18 major departments on 20 Mar

h

1e
1381. A copy is

cn
at Annex A. This letter called on Permanent Secretaries -

(1) to ensure that their head of internal audit is  suitably

experienced, graded and qualified, and to submit for approval
by the Treasury a job description and a statement of objec-

tives for his unit by 30 September 1981;

(2) to agree with the Treasury by 31 December 1981 a course

of action to bring computer audit to an acceptable standard

within 3 years;

(3) to agree with the Treasury on a provisional basis the
composition of their internal audit units by 30 June 1982.

2. In order to spread the Treasury's work-load, smaller depart-
ments and those sponsoring non-departmental bodies were asked on
23 October 1981 to carry through the same programme with the
later target dates of 30 April, 30 September and 31 December 1982
respectively.

3. This stage is crucial, because the appointment of the right
Head of Intermal Aualt and the drawing up of hié‘job description
rgggﬂterms of reference set the direction in which all else will
follow. To assist departiments, the Treasury circulated model
statements of objectives and job descriptions (Annexes B and C),

and have tested departments' submissions against them.

4. In order to produce a sound foundation for future advance,
7 departments have conducted major reviews of their intermal
1§




audit arrangements They are PSA, Land Registry, Inland
Employment, Industry, \FF' and DES '} firs used

AFA Division as their consult: Industry used Touche Ross, and
MAFF used Coopers and Lybrand Th exercises have caused some
delay to the completion of Stag also of Stage 2), but in

well spent.

5. The position at the end of March 1982 is that the Treasury
is satisfied that good terms of reference and job descriptions

have been produced or will very shortly be completed for 14 of
the 18 major departments. Discussions on points of substance
have still to be completed with four departments. Thése concern
the independence of the audit unit from the accounts organisation
in 3 cases and the scope of the audit in the fourth.: It is hoped
to sort out these remaining issues by the end of April 1982,

6. As regards the grading and gualifications of heads of internal
audit, good progress has been made. There have been 21 changes
(including some small departments). In 11 cases the post has
been upgraded. In March 1981 the number of heads who were pro-
fessionally qualified was_5. They now number 15 (9 of them in
the major departments) and "3 more are currently “being sought ,

fe®. In several cases the Treasury has agreed with the depart-
ment that an officer who is not professionally qualified but who
has a thorough knowledge and experience of audit and the right
personal qualities is the best man for the job.

Stage 2

8. Computer audit is the area in which there is most to do. This
is true of the private sector and other governments also; the US
Comptroller General repofted to Congress in October 1981 that 12
out of 19 US agencies inspected had a gravely deficient capability
in this field.

9. Formal submissions of plans are still outstanding from(é )
CQEEE} departments, in most cases because of the reviews referred
0 in paragraph 4. But progress is generally good; the fact

that the problem is difficult and existing arrangements patently
inadequate has led departments to tackle the computer aspects of

audit with greater energy and a readier willingness to make changes.
2




The Treasury has circulated a model action plan (Annex D) and

plans are being tested against it.
10. Improvements agreed

have now accepted the systems-based

(b) several have changed the scope of their computer audit
to include all computerised systems and not just those that
deal with financial transactions;

(c) the need to strengthen and upgrade the computer audit
function has been generally recognised. Several posts have
been upgraded and increased numbers of staff at SE0 and HEO
levels devoted to the task.

11. In general there is good reason to believe that departments
are taking computer audit seriously, devoting much thought to it
and producing systematic plans of a kind that have not existed
before. The Treasury hopes to complete the agreement of those
plans by the end of April, 1982.

12. But while some practical changes are beginning to appear,

what has been done so far is mostly study and planning. There is
a very long way still to go. The T§§2§§?§“EEEEE¥E§“%Bat the
objective of reaching an acceptable standard within 3 years is
attainable and that the job is generally being tackled in the
right way. But all of the 3 years will be needed.

Stage 3

13. Departmental returns are not yet due, but the Treasury is
holding discussions with the departments. Apart from training
(see following paragraphs), the question is mainly one of numbers,
grades and job descriptions. The Treasury will circulate by the
end of March specimen job descriptions for the various levels of

3




their gradi

of the fully
y to be properly discharged
50 is more appropriate as a

training grade.

Training
14. Training is clearly crucial; it takes time to get it right.

15. A note of the present provision by the Civil Service College,
including some new courses for 1382-83, is at Annex E. In addi-
tion, some departments are making use of éxternal training provided
by the Institute of Internal Auditors or in a few cases setting up

training of their own.

16. These arrangements will adequately meet the existing demand.
But existing demand and need are not the same thing. First, the
formulation by departments of their places for the composition

of their audit units (Stage 3) is likely in itself to increase
demand. Secondly, the Treasury intends to review the training need
with the help of the Financial Management Co-ordination Group,

and to produce in collaboration with the MPO a basic profile of the
training which civil service auditors at the various levels will
reguire in order to perform to a fully acceptable standard. It
will then be necessary to devise the most cost-effective pattern

of supply, drawing on College, departmental and external resources.

15. It is hoped to isse the proposed training profile for consul-
tation within the next few weeks. It is unlikely to propose

major changes in training for computer audit, for which existing
plans cater reasonably well. But it will propose additional
training to raise the level of understanding and technical compe-
tence of general audit staff in order to meet the more exacting
standards required by the systems-based approach. Much detailed
work will then be necessary to determine the best pattern of
supply for audit training overall, including expanded use of

<




them in ight of
ke 2 years or even more to bring audit training to

satisfactory all along the line.

Internal Audit Manuals

17. The Treasury intends to issue a comprehensive set of manuals
to all internmal audit units by January 1983. A brief description
of these manuals is at Annex F.

Continuing tasks

18. The completion of the three stages, the review of training
and subsequent follow-up action, and the issue of the manuals
will constitute a full task for 1982. Thereafter it will be
necessary to keep up the impetus and monitor progress. Tasks
for the Treasury will include

(a) 1liaison with, and practical assistance to, departments;
(b) assisting the further development of training;

(c) maintaining and up-dating manuals, instructions and
other documentation;

(d) maintaining strong links with the professional institutes,
serving on their appropriate committees and influencing

developments which will concern government auditors;

(e) organising conferences, seminars etc for dissemination
of experience;

(f) inspection on the ground, calling for reports etc to
monitor progress.

PAC TInquiry

19. The PAC have asked the Treasury for a memorandum on progress,
to reach them by the end of June, 1982. They may then take

5
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DRAFT OF 1 APRIL 1982

T F Mathews Esq
HM Treasury

INTERNAL AUDIT IN GOVERNMENT DEPARTMENTS

¥ The Prime Minister was grateful for the Chief Secretary's
minute and progress report of 31 March. She is glad to know

that good progress is being made to improve internal audit and

that the [Treasury/MPO(initiativednd the work in hand in

Departments will enable a satisfactory answer to be given to

the Public Accounts Committee in June.

2. The Prime Minister seesghe up-rating of internal audit

as important in itself and a¥sh as an element in the Government's
general policy towards fingncial management in the public sector.
She is conscious that th¢ programme of work envisaged will not
be completed without djfficulty, but she is anxious that it
should receive the ngtessary commitment of resources, both by

the Treasury and thf MPO ‘anmd by other Departments.

Petor Jemhid ) 2y Biketen( ),

2. I am copying this letter t%/

Sdd-Labined-Mindsbons, David Wright (Cabinet Office) and
Christopher-Joubert (Sir Derek Rayner's Office).

W F S RICKETT
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INTERNAL AUDIT

We are writing jointly to youn, after consultation with the Head
of the Government :Accountancy Service, about the general problem
of the guality of internal audit service-wide, in the 1ight of
three recent indications of the need for fresh attention and
action in this field.

2. Of particular importance is the Memorandum submitted by
the C & AG to the Public Accounts Committee, analysing a recent

. survey by the Exchequer and ARudit Department of internal audit in

departlucnts. It is subject to Parliamentary privilege until the
PAC publishes it, but we enclose a copy, with Douglas Henley's

" agreement, -on a confidential basis. The Memorandum is highly

critical. Its message is that the general standard of internal
audit units is too low and is particularly inadequate "in relation
to the audit of computer-based systems. These faults .are attributed
to insufficient involvement at senior levels in departments, a

lack of professional skills and management within the andit units,
personnel policies which result in staff being engaged in

internal aundit for too short a period, and inadequate direction
frow ilie- centre. :

3. The two other pieces of evidence are the results of surveys
commissioned by -the CSD last year on aspects of computer audit.
Copies of these are also enclosed. They also report serious
deficiencies. ' ~

4. These criticisms do not apply with equal force to all
departments. We have already seen some comments from those who
feel that they are not wholly fair. There will be opportunity
later, when the report is published, to deal with its contents
in more detail. But we believe that the need is demonstrated to

bring the performance of internal audit up to.an acceptable
standard. '

5. This is not just a matter of defence against criticism.
Effective internal audit is an essential service for departmental
management. The investigations of the Exchequer and Audit
Department are no substitute for an efficient internal audit.

They fulfil a different purpose; the C & AG reports to Parliament,
whereas internal audit serves departmental management.

6. The range and purpose of internal audit are set out in
paragraphs C 21-24 of Government Accounting. This makes clear the

Sir Brian Hayes XCB



j.ortanm'_‘ of an effective system to the department, particula; ly
sk 5T < Permanent Secretary and his senior management. It is the
business of internal audit to report not only on propriety,
security, completeness ang accuracy of departmental activities
and transactions, but also on the reliability and efficacy of
financial control systems. 1In short, internal audit is a potent
weapon to help us control our businesses, look after our assets,
and secure value for money. The Head of Internal Audit should
have direct access to the Principal Finance Officer, and where
necessary to the Head of the Department; and get real and
visible backing from them.

7. The Treasury, with the help of the'CSD, has an important

part to play in brinéing about improvements in internal audit.

The imminent transfer from the CSD to the Treasury of the

Accountancy Finance Audit Division will bring together.under

Treasury leadership the responsibility for setting standards

and procedures in Government financial control, including internal

audit,. and the professional capability of developing and monitoring

the standards and procedures, and helping departments to make

. cost effective use of their own internal audit resources. Work
has already bequn on Producing fuller audit standards and guide-

lines, an audit manual, -and a wide range of specimen documentation.

A new computer -audit manual will be produced. '

8. Help from the centre must extend beyond issuing written
guidance. The Treasury and the CSD are reviewing the range of

assistance they can provide, including help on recruitment and
training. : i

9. Much must depend on action by individual departments

themselves. Specifically we -ask you, and the Permanent Secretaries
of all major departments:- :

(i) To take a.personal_interest'in.reviewing and improving
your internal audit arrangements and  in ensuring
‘that their importance is .understood by, and recognised
in relations with, Principal Finance Officers and
Line Managers. You may wish t0'consider.establishing
an Audit Committee, chaired at senior level. Some
departments have found this useful.

To ensure that your Head of Internal Audit is suitably
. experienced, of appropriate grade, -and preferably
professionally gualified. We ask You to review the
statement of objectives of internal audit in your
department, and the job description of the Head of.
Internal Audit, and to submit.them to the Treasury
for approval by 30 September 1981. Where the .
description ‘or grading of the job is to be altered
You should also let us have yYour proposal for ensuring
that the post is appropriately filled at the earliest
possible date. All new appointments to the post "should
be cleared with the Treasury, and this will become the
standard practice in future.

‘RESTRICTED




iii) To agree with the Treasury on a provisional basis,
at latest by 30 June 1982, the composition of your
internal audit section. The development of these
sections will have to be progressive, and it is
unlikely  to be completed until an appropriately
qualified Head of Audit has been in post for. some

“months and has brought his judgement to bear.

(iv) Where the department has substantial computer operations,
to agree with .the Treasury by the end of this year a
course of action to bring audit to an
acceptable standard within three ‘years.

You may want to consult the Treasury and the CSD on.these

actions, well ahead of the datcsgiven,'dnd we would welcome your
doing so.’ On items (ii) and (iii) the point of contact will be -
Geoffrey Littler in the Treasury.  On more technical.audit guestions
_and on computer audit, your people -should get in touch with

Edwin Walker, in AFA Divsion, Treasury. Where new posts above
delegated levels or other matters affecting the CSD are involved,
that- department should be consulted in the normal way.

10. We recognise that the necessary improvement in tne standards
of internal audit in all departments will be a very large
exercise. However the C & AG concludes -that the need is not
necessarily for larger numbers overall, but:for a greater
proportion of more professional, hlghly graded- staff. We cannot

do everything at once, ‘but it is important to set and keep up
momentum

11. There will be much to be done in developing and placing
adequately qualified people to work in internal audit. We think
you should ask yourself whether your personnel management
arrangements will ensure that adequately qualified people are

available to be posted to intermal audit, receive any further
training that.is necessary, andzuxaretained in the internal audit.
section for sufficient periods (normally riot less than four: years)
to meet the needs -0f the work. The current proposals for a
functional .specialism are relevant, as’ they. provide some central
involvement in the management of staff trained and experienced

in accounting-type work, and our hope is that ‘it will provide a
substantial impetus to the input of professional accountancy
skills. We believe that the’ importance of internal audit
‘justifies allocating to it a due share of really able staff, both
accountants and others. Periods of duty in internal audit

should swell the cadre of people from whom senior financial staff
can in the future be drawn.

12. The key posts are those of the Head of Internal Audit

and the senior staff who help him to plan and supervise the work.
It must be our aim to produceaprdtrain officers who can occupy
these posts with full competence within the Civil Service. This
however will take time. In a number of cases:it may be necessary
initially to use outside consultants,.particularly. on computer
audit,  though we have .to recognise that there is a nationwide.
shortage of -people with the-combination of computer and audit
.skills. When we know the size of the demand (see paragraph 9 (ii)-




I M
order to Inform the unions, find appropriate candidates anAa
cettle terms and conditions.

‘-90‘ g we shall consider with you what needs to be done in

13. Trajning will be a particularly important part of. our

" efforts, and we will welcome assessments’'from departments of
their training needs, as scon as these can be made, so that

we can p,ovide the most effective assistance. The Treasury

and the (5D, in consultation with departments, will specify

minimum (raining standards. From this specification, and the

forecast of needs which departments provide, we shall be able to

build up 2 picture of the resources needed for development

and training; and as departments develop their plans’ further,

they should keep in close touch with the College and the centre

so that training resources can be developed to meet departments’

needs; 7The Civil Service College is already planning improvements

4in training, including seminars for senior audit managérs and

" on the avdit of more advanced computer systems and departments

will be kept Informed of all further develapments in the training
plans of the CSD and Treasury. o . : _ :

14. This letter is being copied to the Permanent Secretaries
of major departments on the attached list. We felt that it was
right to start -with these departments, but a similar letter
will be issued shortly to other, smaller, departments, in a
slightly different form to recognise their. particular problem.

v

DOUGLAS WASS IAN BANCROFT
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INTERNAL AUDIT - STATEMENT OF OBJECTIVE

Ta Definition:

Internal Audit is an independent appraisal within the Department for
the review of accounting, financial and other operations. 1t
functions by measuring and evaluating the effectiveness of other

controls and provides a service to corporate management.
25 Aims:

a. To provide assurance to management that:-

i. Internal control systems (including computer systems)

are adequate and are functioning efficiently and
effectively.

il. The policies and procedures established by management

are being complied with, are appropriate in current
circumstances and are not wasteful.

iii. The accounting records form a reliable basis for the
production of the Appropriation, White Paper, and other
accounts, including management and trading accounts.

iv. The information furnished to management in

connection with decision-making processes is reliable.

To draw the attention of management to:-

ie Deficiencies in the organisation or system of control.

ii. Instances of duplicated functions, éxcessive checking,

wastage and other inefficiencies, and to suggest remedies.

c. To provide advice on systems of control, provided that

this does not detract from the objectives of the internal audit
unit,

d. Carry out any special reviews or assignments which may be

required by top management and to initiate special reviews as
necessary.
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a. The review of the whole systems of control, financial and
otherwise, established by management to secure as far as
possible the propriety of transactions and the accuracy and
reliability of the Departments records and to safeguard its
assets including debts.

b. The review of the value received for money spent including
efficiency, economy and effectiveness in the use of resources
in all areas.

¢c. Taking reasonable steps to test the Departments' systems
for safeguards against fraud and corruption.

d. To audit such other bodies as the Permanent Secretary/
Accounting Officers may agree,

While it is not the responsibility of internal audit to question

policy decisions, the independence of their role entitles them to
draw attention to any apparently uneconomical result flowing from g

decision or from a long-established practice, which may be in need
of review.

4, Standards:

The internal audit unit will be expected to perform its task in
accordance with current best audit practice, and the standards
promulgated by the central departments.

The HIA has the Accounting Officer's authority to seek and receive
in confidence all papers and information needed to discharge the
unit's responsibilities.

Auditing will be based upon the evaluation systems, and will include
“both compliance and substantive testing.




JOB DESCRIPTION

TITLE: HEAD OF INTERNAL AUDIT

PURPOSE: The main purpose of the job is to provide Accounting Officer
with an independent appraisal of the Departments internal control over
its business, including efficiency, economical conduct and the safe-
guarding and proper use of resources throughout the organisation.

PERSON: The officer occupying this post will have appropriate
experience of audit and audit management. These qualities

will normally be in addition to a professional qualification in
accountancy. A knowledge of government accounting and computer
based systems is desirable.

MATN ACTIVITIES:

B Planming and programming audits:-

a. Formulates long term plan.

b. Formulates annual operating plans based on the long term
- plan, both of which are agreed with top management.

Reviews progress: revises plans as shown necessary by
implications of audits being performed and developments in
the Department's activities, organisation and systenms.

Programmes audit work on basis of plans, taking account of

availability, experience of expertise of audit staff.

Advises senior management on audit resource capability
to meet plans.

Audit reports wili be addressed to senior managers with a
copy to the PFO for all major audits. Reports will be
followed up in the first instance by the HIA.

Reports to the Accounting Officer (via the Principal Finance
Officer ) on progress made towards fulfilling the plans
and significant matters arising from audits.

Directing and monitoring audits.

iii. Audit staff management and training.




JOB UESCRI_}’T'}‘QE (Cont‘i"‘-ued)

iv., Liaison with Divisional Management, OGD's, E&A Department, and
AFA Treasury on audit matters.

Representing the Department on audit matters.

Commenting on the adequacy of control in new systems.

NOTES ON ROLE:

i. It is the Accounting Officer(s) responsibility to ensure that

adequate and effective arrangements for internal audit exist in
his Department. The Head of Audit has the day to day
responsibility, and the appropriate authority, to ensure that
this is done.

The Head of Audit is authorised to act independently in
expressing opinions and recommendations arising from his work.
He has a right of access to the Accounting Officer where he
Judges this necessary.

The Head of Audit shall have no executive or line management
responsibilities outside Audit Section, neither will he be
directly responsible for the development or implementation of
new control systems.

The Head of Audit is expected tq keep abreast of new develop-
ments in his field of interast.




0N PLAN FOR COMPUTER AUDIT

Estigblish Obijectives for Computer Audit
S L ¥ v — -

Define Computer Audit Function and Terms of Reference in the light of Internal
Audit's own T.C.R
Agree priorities and areas of coverage. Scope of Computer Audit (Appendix)
Lgree the approach tc audit

Systems Based Audit of Computerised Systems

Relation of Computer Audit to CGeneral Audit

Role of computer auditor

Systems Audit Techniques

Spzcialised Cowmputer Audit Techniques

Procedures for performing the audit.
Lgzoe the structure and orgenisation of the Computer Aundit Function within
the zudit division.
Staifin
Froduce Job descriptions and specification.
Decide on structure, grade, numbers and organisation.

Lgree on need for professional qualificaticns.

Training

Produce a trainiiyr profile for KO,

-
A




Plan for immediate training programme for next year and years thereafter
g Y J

Levels of Competence to be attained

The need for field guidance and the way to achieve this

4.4.1 Using AFA

4.4.2 Using external consultants

4.4.3 Using experts within the department but possibly located elsewhere
4.4.4 Using experts f;o: other departments

4.4.5 Learning on the job

4.,4.6 Secondment to DP department

Produce or obtain computer audit guidance material., Use io form basis of both
training and audit procedures.

Plamming

Link with general audit. Who is responsible for the various systems.
3isk anzlysis

Egtablish Priorities

Establish cycle for reviewing systiems

Develop yardstick for planning manpower/resource allocation to audits

For zystems under developmeni esiablish points in developaent cycle 2% wn.ch




Computer Audit Procedures

Method of Working

Initiation

Fact Finding and Recording

Evaluation

Testing

Repo;ting

Establish standards on documentation of recording Eyst?ms, working papers,

reporting.

Establish method for supervising and planning audits.

Establish method of coordinating reporting and results from audits. Need to

link results from different audits for high level evaluation in very large

systems.
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The e:le V?EESB of the specific controls built into individual

application systems can be jeopardised unless an acczptable
standard of discipline is maintained over computer opexations.
It is &lso necessary to protect the department®s investwment in’
hardware, software and data, The asuditor, therefore, needs to
be concerned with the procedures for:-

le file control eg creation, storage and use

2. program control eg amendment, testing and docunentatlon

3o Jjob control eg logging and review

4, .data control eg conversion, validebion and terminal access

5. hardvare protection eg maintenance, back up and standby
inventory control.

APPLTCATION

Control over dndividual applications mey be exercised by
clerical procedures and/or computer processes in either case
the avditor will be coacermed that

1o 21l imput is authorised, complete and accurate and processed
cnly once

2. processing is accurazte and complete
3¢ master files contain accurate and authorised dsta

4. output is accurzate and complete aznd distribution is controlled

5¢ the information trail through the system is complete.

OPERATIONAL EFFICTENCY

An efficiency audit is concerned with the department's use of
the computing resource. It is a highly technical area (which
will. be outside of the experience of most auditors) and might
include |

1¢ job scheduling

2. system desiga philosophy

3. equipment utilisation

4o standards

5. maintenance policy-.




DEVELOPING

AP LY L L 2NN

documentation
user involvement
testing and acceptance

training.

- TN AT AATNTRIIM
FROJECT HMATNAGEMENT

be concerned with the quality of project management and will

therefore be interested in standards for

In addition to satisfactory system design the auditor will &lsc
e

1« feusibility studies and investment appraisals including
costings

of equipment




Vepartmental Audit Management"
A Turbhcr course "Managing Audit
will also run twice in 1982/83.

L. A course on "Statistic
by the Statistics and Oper
consideration for 1982/83

"Sampling schemes for audi
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Computer Audit

5. There are computer audit courses as follows:

(2) Introduction to con-uters for auditors (Module 'B', 5 days)
. = 2 courses in 1982/83,

Audit of computer applications (Module 'C', 5 days) - 3 courses in

1985/8).

Audit of computer admi ion and system development (Module 'D'

’
5 days) - 3 course in

Principles of fil b for auditors (Module 'E', 5 days) - 3 courses
in 1582/83,

'r ed comput hnology for auditors (Module 'F! under
EY

lopm se planned for 1982/83.

idv
ev

Lecturing Staff

6. The Economics and Accoutancy uirec‘c¢“te has a complement of 5 internal audit

lecturing posts (d Chief Accountant, 3 SEO) but the 2 Chief Accountants are also
required for some accountancy courrcs mnﬁ systems audit SEO post has been
vacant but will be ‘w]lc" in April this yea One of the SEO computer audit
lecturers is due to in Jul We are }“v1n0 difficulty finding a replace-

e a
méent; we are currentl ds isis side the Civil Service.

Institute of Int

7. For the compute ) courses, accre
for purposes of the Institute of Internal

>di thH is being sought by the College
Auditors' Qualification in Computer

t
udi




Auditing. The College is also arranging with the Institute for registration

as an approved tuition provider for the Institute's Diplome in Internal Audit.
Backlog

8. Our information on the present backlog (from applications actually received)
shows the following numbers nominated but not placed:

Module 'B' - 15
Module 'C' -~ 18

Module 'D' - i

The MOD tell us their annual requirement for computer audit courses is likely to
be about 10 students for Module 'B' and 4 for each of Modules et ks

They are considering the members
Diploma examinations (at present

9. We are planning to organise one extra Module 'B' and one 'C' during this
academic year to clear most of the backlog as notified to us., For 1982/83 we
will probably have some flexibility in that we may not need to run 3 'E' Modules

and 'E',
they might want to put forward for the IIA
not likely to be more than 12).

and we may not necessarily develop a Module 'F' in the form so far considered.
Additionally, we are investigating

instruction contained in Module 'B!'

alternative methods of providing the basic

.




All internal audit units will have a comprehensive set of manuals
by January 1983. These wi ' four separate loose-

leafed volumesof matched size (A5) & style as follows:-

Volume I Comprehensive instructions on the organisation
and operation of intermal audit. Covering such things as
standards, structure, objectives, training, glossary of

terms etc. It will also incorporate a bibliography and an
index to all volumes.

Volume II A series of papers covering techniques,
types of audit and other matters of audit interest. We are
planning to issue at least ten papers as the initial distri-
bution. Each paper will comprehensively cover its subject
field and will also serve as a stand-alone training handout.

Volume III Computer audit guidelines - concépts and

techniques. It has been decided to adopt the Chartered
.Institute of Public Finance and Accountancy's (CIPFA)
publication, which was developed with Treasury assistance.

Volume IV Computer audit guidelines - operations.
This is a companion volume to Volume III and will be

published probably in late 1982.




QUESTIONS TO THE TREASURY

1. Have objectives for intermal z2udit now been approved in all
the major departments? What are these objectives and are you
satisfied that they will be vigorously pursued by senior management?

2. Much will depend on the staff appointed to the key internal
audit posts in departments. What grade are these posts in the
major departments; how many have been filled; how many are
being filled by professionally qualified staff?

3. In March 1981, the C&AG reported that over 60% of internmal
audit staff were in the Executive Officer or Clerical grades.

Vhat grading structure is proposed in the new plans for major

departments which were due to be agreed with the Treasury on a
provisional basis by 30 June 1982%

4. What is the total number of intermal audit staff in the

major departments? How does this compare with a year ago;

what change is expected in the next 2-3 years; and are you satis-
fied that internal audit is being given sufficient resources for
the tasks now facing it?

5. What improvements have been made in internal audit training,
particularly for those involved in computer audit?

6. What firm progress has been made so far in the areas of

. functional specialism and career development as a means of

improving internal audit standards and performance?

7. How do you propose to maintain the initial impetus given by
the Wass/Bancroft letters? What arrangements have the Treasury
made to monitor progress by departments in improving standards;
are you limited to giving advice or do you have a more positive
rolej.and do you have enough qualified and sufficiently senior
staff to ensure the necessary impact, particularly in the diffi-
cult early stages?




8. Are ther

improvements
9. Have you
bring comput
years? What
10. What progresss has been made towards producing:
(a) a fuller statement of audit standards and guidelines?
an internal audit manual?
(c) a computer audit manual?

When do you expect these to be completed?

11, What action has been taken following your letter to smaller
=

departments and those responsible for executive non-departmental
P I P

public bodies?

12, What is your latest estimate of the timescale for bringing
internal audit up to a satisfactory standard in both major and

smaller departments?




