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Report No: F12/19 

Eden District Council 
Accounts and Governance Committee 

21 February 2019 

External Review of the Council’s Internal Audit Service 
Portfolio: None 
Report from: Assistant Director Finance 
Wards: All Wards 

OPEN PUBLIC ITEM 

1 Purpose 
1.1 To present the findings of an external review of the Council’s Internal Audit Service. 

2 Recommendation 
That the report from the Chartered Institute of Public Finance and Accountancy 
(CIPFA) on the Internal Audit Service report is noted. 

3 Report Details 
3.1 As reported at Accounts and Governance Committee in November, CIPFA have 

undertaken a review of the Council’s Internal Audit Service. The report is included in 
full at Appendix A. The overall conclusion is that the Council’s Internal Audit Service 
‘generally conforms’ with the Public Sector Internal Audit Standards.  This is the 
highest level of compliance that can be awarded. 

3.2 Section 7 of the report sets out an action plan. This includes a number of 
recommendations and suggestions which the Senior Auditor, Chief Finance Officer 
(as Head of Internal Audit) and Internal Audit contractor (TIAA) have reviewed and 
responded to. Most of these relate to modest enhancements to current practice. 

3.3 Section 6 of the report contains a number of opportunities to develop the service. 
These include a number of larger changes with time and cost implications. These 
include the use of additional software packages and a re-focussing of some of the 
regular core audit work. It is proposed that these will be reviewed with a view to 
bringing proposals back to Accounts and Governance Committee in time to inform the 
2020-2021 Audit Plan. 

3.4 CIPFA are also undertaking a review of the Accounts and Governance Committee 
overall. This work is nearing completion and will be reported at the April 2019 meeting 
of this Committee. 

4 Policy Framework 
4.1 The Council has four corporate priorities, which are: 

 Decent Homes for All; 
 Strong Economy, Rich Environment; 
 Thriving Communities; and 
 Quality Council. 

4.2 This report meets the Quality Council corporate priority. 
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5 Consultation 
5.1 Consultation has been undertaken with the Chairman of this Committee via his 

participation in the initial review.  

6 Implications 
6.1 Financial and Resources 
6.1.1 Any decision to reduce or increase resources or alternatively increase income must be 

made within the context of the Council’s stated priorities, as set out in its Council Plan 
2015-2019, as agreed at Council on 17 September 2015. 

6.1.2 There are no direct financial or resources implications arising from this report. 
Implementing some of the service development opportunities may have cost 
implications; these will be clarified as part of any service development proposals to 
come forward over the next financial year. 

6.2 Legal 
6.2.1 There are no other implications. 
6.3 Human Resources 
6.3.1 There are no Human Resources implications. 
6.4 Statutory Considerations 

Consideration: Details of any implications and 
proposed measures to address: 

Equality and Diversity There are no implications 
Health, Social Environmental and Economic Impact There are no implications 
Crime and Disorder There are no implications 
Children and Safeguarding There are no implications 

6.5 Risk Management 

Risk Consequence Controls Required 
No external review of the 
Internal Audit service takes 
place within the five-year 
timeframe. 

Sub standard Internal Audit 
service provided; audits 
delivered of a low quality. 

External review to provide 
assurance over 
effectiveness of the service. 

7 Other Options Considered 
7.1 No other options have been considered. 

8 Reasons for the Decision/Recommendation 
8.1 Members are asked to note the report to assure themselves that the service is 

currently compliant with the relevant standards and to inform them of areas for 
potential changes. 
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Tracking Information 

Governance Check Date Considered 
Chief Finance Officer (or Deputy) 1 February 2019 
Monitoring Officer (or Deputy) 8 February 2019 
Assistant Director Not Applicable 

Background Papers: None 
Appendices: Appendix A – CIPFA External Quality Assessment of 

Conformance to the Public Sector Internal Audit Standards 
Contact Officer: Peter Notley, Assistant Director Finance (Chief Finance 

Officer) 01768 212209
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Review  of  Eden  District  Council’s  Internal  Audit  Service  –October  

2018  

 

1.  Introduction  

Internal  audit  within  the  public  sector  in  the  United  Kingdom  is  governed  by  the  Public  

Sector  Internal  Audit  Standards  (PSIAS),  which  have  been  in  place  since  1st  April  2013  

(revised  2016  and  2017).   The  standards  require  a  mandatory  assessment  by  an  external  

person  or  body  at  least  every  five  years.   

2.  Background  

Eden  District  Council’s  (EDC)  Internal  Audit  is  a  small  co-sourced  Service  currently  

providing  internal  audit  services  only  to  the  Council.   They  are  based  at  the  Town  Hall  in  

Penrith.   The  current  structure  of  the  Service  comprises  one  full  time  equivalent  (FTE)  

experienced  senior  auditor,  supported  by  an  external  partner  firm  of  internal  auditors,  

TIAA  Limited,  who  provide  around  80  days  of  audit  time  to  the  Council.   The  Head  of  

Internal  audit  role  is  performed  by  the  Council’s  Section  151  Officer.   Whilst  the  

arrangement  could  lead  to  potential  impairments  to  the  independence  and  objectivity  of  

Internal  Audit,  the  Council  has  put  a  mechanism  in  place  to  ensure  that  the  integrity  of  

the  Service  is  preserved.    

This  is  the  first  external  quality  assessment  (EQA)  of  the  Service  and  has  been  

commissioned  by  the  Director  of  Finance  to  see  how  well  the  Service  is  conforming  to  the  

PSIAS,  and  where  it  could  improve  or  enhance  the  services  that  it  provides  to  the  Council.   

The  Council  felt  that  a  full  external  quality  assessment  was  the  best  option  for  them  and  

commissioned  CIPFA  to  undertake  this  review.   

3.  Review  Process  

The  review  was  carried  out  in  two  phases;  the  first  phase  being  carried  out  on  site  on  the  

8th  to  the  10th  October  2018.   The  second  phase  was  carried  out  predominantly  on  the  12th  

of  October  involved  a  detailed  review  of  documents  provided  by  the  Service.   The  whole  

review  process  involved  a  detailed  examination  of  the  documents  used  by  the  Service;  a  

review  of  a  sample  of  audit  working  papers  and  reports;  and  interviews  with  the  members  

of  the  Internal  Audit  Service,  key  stakeholders  including  members  of  the  Council’s  Senior  

Management  Team,  the  external  auditors,  and  the  Chair  of  the  Accounts  and  Governance  

Committee.    

The  Service  provided  a  comprehensive  range  of  documents  that  were  available  for  

examination  prior  to  and  during  this  review.   These  included  the  audit  plan  and  universe;  

the  audit  manual;  the  Service’s  self-assessment  of  compliance  with  the  PSIAS  and  the  

Local  Government  Application  Note  (LGAN);  sample  of  individual  audit  files  and  working  

papers;  and  a  range  of  reports  and  communications  that  demonstrated  the  flow  of  

information  between  the  Service,  senior  managements  and  the  Accounts  and  Governance  

Committee.   Whilst  all  of  the  documents  contributed  to  the  external  quality  assessment,  

the  following  are  regarded  as  fundamental  and  a  major  contributor  to  the  review  process:  

•	  the  audit  charter  and  covering  report  to  the  Accounts  and  Governance  Committee;  

•	  the  Accounts  and  Governance  Committee  terms  of  reference;   

•	  progress  reports  to  the  Council’s  Accounts  and  Governance  Committee;  

•	  the  Head  of  Internal  Audit’s  annual  report  and  opinion  to  the  Accounts  and  

Governance  Committee;  

•	  audit  plan  and  covering  reports  to  the  Accounts  and  Governance  Committee;   

•	  the  audit  manual;  and  

•	  individual  audit  reports  and  working  papers;  
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4.  Conclusion a nd  Opinion  

From the evidence reviewed as part of the external quality assessment, it is apparent that 

the Council’s Internal Audit Service is a well-respected Service that is looking to improve 

its overall efficiency, effectiveness, and conformity to the standards. The Service is 

effective, and follows best practice wherever it can. They are a small Service that is 

providing an objective, but limited, risk based internal audit service to the Council. There 

are opportunities to enhance and develop their operations that they should embrace if 

they are to maintain their status and enhance their conformity to the PSIAS and the 

LGAN. 

During this review, we did not identify any areas of non-compliance with the standards. 

We have however identified two areas of partial compliance with the standards and the 

Core Principles of Internal Audit, and some areas where conformance with the standards 

and the LGAN can be enhanced. We have made some recommendations and suggestions 

to achieve this enhancement. 

On  this  basis,  it  is  our  opinion  that  Internal  Audit  Service  for  Eden  District  

Council  GENERALLY  CONFORMS  to  the  requirements  of  the  Public  Sector  Internal  

Audit  Standards  and  those  of  the  Local  Government  Application  Note.  

An  internal  audit  service’s  conformance  with  the  PSIAS  and  the  LGAN  falls  into  one  of  the  

three  categories  below.   Further  details  on  each  of  these  categories  can  be  found  in  

section  nine  of  this  report.  

Generally Conforms Partially Conforms Does Not Conform 

The  observations  identified  during  the  review  are  set  out  in  section  five  of  the  report,  

together  with  some  recommendations  (R)  and  suggestions  (S)  to  address  these  issues.   

These  recommendations  and  suggestions  are  included  in  the  action  plans  at  section  seven  

of  this  report.    

The  process  also  identified  some  opportunities  (O)  for  the  Service  to  enhance  its  

operations,  although  these  do  not  have  an  effect  on  the  Service’s  compliance  with  the  

PSIAS  or  the  LGAN.   These  opportunities  have  been  included  for  information  in  section  six  

of  the  report.   

A  list  of  the  individuals  interviewed  during  the  review  is  included  as  section  eight  of  this  

report.    

The  designated  Head  of  Internal  Audit  has  been  provided  with  details  of  the  areas  where  

there  is  scope  to  enhance  conformity  with  the  PSIAS  and  the  LGAN,  and  incorporate  

further  good  practice  into  Internal  Audit’s  operations.  

The  co-operation  of  the  Internal  Audit  Service  in  providing  the  information  requested  

during  this  review,  as  well  as  those  stakeholders  that  made  themselves  available  for  

interview,  was  much  appreciated  and  has  made  it  possible  to  obtain  a  thorough  view  of  

Internal  Audit’s  operations  and  the  contribution  the  Service  makes  to  the  Eden  District  

Council’s  organisational o bjectives.  
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5  . Summar  y o  f observations  , recommendation  s and  suggestions 
 

Standard Compliance Observations Recommendations & 
Suggestions 

No. 

Mission Does not 

Conform 

The audit charter does not include the mission 

statement as required by the revised (2017) 

PSIAS. 

Add the mission statement to the 

audit charter. 

R1 

Core principles 

of internal 

audit 

Partially 

Conforms 

The Internal Audit Service partially conforms to 

the core principles of internal audit. A number 

of observations have been made that impact 

on the Services conformity to the Core 

Principals. These are set out in detail under 

the relevant standards below. 

Recommendations R2, R3, R5 and 

R8; suggestion S4; and opportunities 

O1, O2, and O5 below all have 

particular reference to the Core 

Principles. 

Code of Ethics Generally 

Conforms 

The Internal Audit Service generally conforms 

to the Code of Ethics for Internal Auditors and 

the Seven Principles of Public Life. 

Recommendations R2, R3, and R5; 

and opportunity O1 below all have 

particular reference to the Code of 

Ethics. 
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Standard Compliance Observations Recommendations & 
Suggestions 

No. 

Attribute standards 

1000 

Purpose, 

authority and 

responsibility 

Generally 

Conforms 

The Internal Audit Service generally conforms 

to standard 1000 and the local government 

application note (LGAN) although there are two 

observations that should be addressed. 

Add the Core Principles for Internal 

Audit, the Code of Ethics for Internal 

Auditors, and the Seven Principles of 

Public Life to the audit charter. 

R2 

The first observation relates to the recognition 

of the mandatory guidance in the audit charter. 

Although the audit charter refers to the Public 

Sector Internal Audit Standards, and the 

Accounts and Audit Regulations (2015), it does 

not make specific reference to the Core 

Principles for Internal Audit, the Code of Ethics 

for Internal Auditors, or the Seven Principles of 

Public Life. 

The second relates to the potential impairment 

to the objectivity and independence of the 

Head of Audit who is also the Council’s Director 

of Finance and Section 151 Officer. Whilst this 

arrangement is not ideal, there are alternative 

models that should be explored by the Council, 

although it is acknowledged that these may not 

be significantly better than the current model. 

The Council has arrangements in place to 

mitigate any potential impairment and maintain 

the independence and objectivity of both roles. 

It is recommended that the Accounts 

and Governance Committee should 

consider the alternative 

arrangements for the Head of 

Internal Audit Role, and if the 

outcome of the review is to maintain 

the existing model, formally ratify 

this arrangement on an annual basis. 

R3 

1100 

Independence 

and objectivity 

Partially 

Conforms 

The Internal Audit Service partially conforms to 

standard 1100 and the LGAN, although there 

are three observations that should be 

addressed. 

The first observation relates to the potential 

The Head of Audits annual report 

should be enhanced to expand the 

section on the potential impairments 

to independence and objectivity that 

could arise from the designated Head 

of Internal Audit also being the 

R4 
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Standard Compliance Observations Recommendations & 
Suggestions 

No. 

impairment to the independence and 

objectivity of the designated Head of Internal 

Audit who is also the Council’s Director of 

Finance and Section 151Officer, with 

Council’s s151 Officer. 

To preserve the independence and 

objectivity of the Senior Auditor, the 

management responsibilities for the Council’s 

key financial systems. The Council has put a 

process in place to mitigate the likelihood of 

impairments arising and this appears to be 

effective. However, to improve transparency, 

the Head of Audit’s annual report should be 

enhanced to provide more detail on the process 

and how it is applied. 

Head of Internal should consider 

allocating these audits to the co-

source internal audit partner for at 

least twelve months after the Senior 

Auditor ceased to be involved with the 

systems. 

Introduce an annual declaration of 

interest form for the in-house Senior 

R5 

The second observation relates to the in-house 

Senior Auditor regularly undertaking audits on 

financial systems where he has been involved 

in their implementation, and continues to 

provide a troubleshooting service for these 

systems. To preserve the independence and 

objectivity of the Senior Auditor, the Head of 

Internal should consider allocating these audits 

to the co-source internal audit partner, until a 

reasonable period has elapsed from the 

implementation of the systems (or cessation of 

the troubleshooting role). A reasonable period 

would be a minimum of twelve months. 

Auditor. This form should also include 

a section to acknowledge that he 

understands and has complied with 

PSIAS, the Core Principles, the Code 

of Ethics, ad the Seven Principles of 

Modern Life. 

R6 

The final observation relates to the use of 

formal declaration of interest forms for the in-

house Service. At present the Senior Auditor is 

not required to complete an annual declaration 

form, nor is he required to confirm that he 

understands and has complied with PSIAS, the 

Core Principles, the Code of Ethics, ad the 

Seven Principles of Modern Life. 
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Standard Compliance Observations Recommendations & 
Suggestions 

No. 

1200 

Proficiency and 

due professional 

care 

Generally 

Conforms 

The Internal Audit Service generally conforms 

to standard 1200 and the LGAN although there 

are two observations that should be addressed. 

It is suggested that Internal Audit 

staff maintain detailed professional 

development records. 

S1 

The first minor observation relates to 

maintaining records of the learning and 

development undertaken by the in-house team. 

To demonstrate that the team members are 

appropriately skilled and maintain their 

knowledge of internal audit and current issues 

facing local authorities, they should record all 

of the professional development they 

undertake during the year. This record should 

not only include courses and seminars 

attended, but also attendance at regional audit 

group meetings, watching webinars, and 

reading technical documents and professional 

journals, which can include any specific 

research undertake for audits. 

The second observation relates to the shared 

Information Technology (IT) arrangement that 

the Council has with South Lakeland District 

Council (SLDC). The latter is the host authority 

for the IT systems used by EDC, and they are 

also responsible for the internal audit of these 

applications. At present, the Head of Internal 

Audit at EDC does not receive a formal 

assurance report from the internal auditors at 

SLDC, who are also TIAA Ltd, EDC’s internal 

audit partner. The provision of such a report 

from SLDC’s internal auditors would be an 

important source of external assurance that 

would enhance the Head of Internal Audit’s 

annual report and assurance opinion. 

Obtain assurance annually from the 

Head of Internal Audit at South 

Lakeland District Council on the 

effectiveness of the controls and IT 

governance arrangements for the 

shared IT services that relate to EDC. 

R7 
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Standard Compliance Observations Recommendations & 
Suggestions 

No. 

This review has identified some opportunities 

for the service to enhance its operations and 

the services it delivers. These relate to the use 

of computer assisted audit techniques, staff 

development, assurance mapping, and the 

three lines of defence model, and although 

they are related to Standard 1200, they do not 

directly impact on the Service’s conformity to 

it. These are set out in more detail in section 

six of this report. 

1300 

Quality 

assurance and 

improvement 

programme 

Generally 

Conforms 

The Internal Audit Service generally conforms 

to standard 1300 and the LGAN. There are two 

minor observations relating to the LGAN that 

should be addressed and these are set out 

below. 

The first minor observation relates to the 

performance management and quality review 

processes for the Service. Although the Head 

of Internal Audit reviews all draft and final 

It is suggested that the Head of 

Internal Audit establishes a formal 

quality assurance process that 

includes reviewing a sample of 

completed audits for conformity to the 

PSIAS and the Service’s audit manual. 

Once established, the quality 

assurance process should be added to 

the audit manual. 

S2 

audit reports, he only undertakes sample 

checks on the working papers completed by the 

in-house Senior Auditor. He does however 

meet every fortnight with the Senior Auditor to 

discuss any issues arising from the work that 

has been carried out. The Head of Internal 

Audit has not defined a formal quality 

assurance process that includes a review of a 

sample of audits for conformity with the PSIAS 

and the audit procedures. 

The final observation relates to the 

performance data provided to the Accounts and 

Governance Committee. The LGAN 

recommends internal audit services provide 

It is suggested that the Head of 

Internal Audit provides comparator 

data from previous years relating to 

the performance and effectiveness of 

the Service in the annual report to the 

Accounts and Governance Committee. 

S3 
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Standard Compliance Observations Recommendations & 
Suggestions 

No. 

data on the performance and effectiveness of 

the service over a period of time, usually two 

or three years, to enable audit committees to 

see whether the service is improving. The 

previous shared internal audit service only 

provided performance data for the year just 

ended in the Service’s annual report. 

Performance standards 

2000 

Managing the 

internal audit 

activity 

Generally 

Conforms 

The Internal Audit Service generally conforms 

to standard 2000 and the LGAN. There are two 

observations relating to standard 2000 that are 

set out below. 

The first observation relates to the audit of the 

core financial systems. These are audited 

annually using a manual continuous audit 

process, regardless of the robustness of the 

control environment, the level of risk presented 

by the systems, and the volume and severity of 

issues identified during previous audits. A 

manual continuous audit process is labour 

It is suggested that the Section 151 

Officer and the Accounts and 

Governance Committee consider 

whether they still need the high level 

of assurance each year that is 

obtained from using a manual 

continuous audit process of the core 

financial systems. If this remains the 

case, consideration should be given to 

using computer assisted audit 

techniques to obtain this level of 

assurance. 

S4 

intensive and effectively absorbs audit 

resources that could be used for higher risk or 

value added reviews. 

Consideration needs to be given to whether 

this level of assurance is required on an annual 

basis. If the Section 151 Officer and the 

Accounts and Governance Committee deem 

they still require this level of assurance on the 

core financial systems, consideration should be 

given to using computer assisted audit 

techniques instead of manual processes, as 

It is suggested that a section is added 

to the audit manual setting out when 

managers should be informed of 

interim findings and issues identified 

during audits. 

Suggestion S1 at Standard 1200 also 

applies to this standard. 

S5 
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Standard Compliance Observations Recommendations & 
Suggestions 

No. 

they are a more cost effective way of carrying 

out continuous audits. 

The second observation relates when interim 

findings and issues identified during audits are 

raised with managers. The process for doing 

this is not currently included in the audit 

manual. 

2100 

Nature of work 

Generally 

Conforms 

The Internal Audit Service generally conforms 

to standard 2100 and the LGAN. There is one 

minor observation for this standard that has 

already been raised under Standard 1200 

above. There is one opportunity to enhance 

the Service and this is set out in section six of 

this report. 

Recommendation R7 from standard 

1200 also applies to this standard. 

2200 

Engagement 

planning 

Generally 

Conforms 

The Internal Audit Service generally conforms 

to standard 2200 and the LGAN. There are two 

observations that relates to this standard. 

The first observation relates to the use of audit 

briefs or planning memoranda. These are 

produced for all audit carried out by the co-

sourced internal audit partner, TIAA Ltd. 

However, although the in-house Service 

formulates the objectives and scope for each 

review they undertake, this information is not 

set out in an audit brief that is formally 

communicated to, and agreed by, the client. 

This is not only a requirement of the PSIAS, 

but is recognised good practice throughout the 

internal audit industry. 

The second minor observation relates to 

The in-house team should produce an 

audit brief or planning memo for each 

audit and circulate these to the clients 

for approval, prior to commencing the 

review. 

These documents should follow best 

practice and contain, as a minimum, 

the objectives and scope of the 

review; the risks to be covered (and 

those that will not be covered during 

the review); key contacts; documents 

required in advance of the review 

commencing; start dates and 

expected reporting dates; and the 

expected distribution list for the final 

audit report. 

R8 

consultancy assignments. The Service It is suggested that a section is added S6 
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Standard Compliance Observations Recommendations & 
Suggestions 

No. 

undertakes these from time to time however; 

consultancy assignments are not covered in 

detail in the audit manual, so the in-house 

Senior Auditor adapts the processes for 

assurance audits to the assignment at hand. 

Including a section on carrying out consulting 

assignments in the audit manual would provide 

the Senior Auditor with a defined framework to 

use. 

to the audit manual setting out the 

framework to be used for consulting 

assignments. 

2300 

Performing the 

engagement 

Generally 

Conforms 

The Internal Audit Service generally conforms 

to standard 2300 and the LGAN. 

2400 

Communicating 

the results 

Generally 

Conforms 

The Internal Audit Service generally conforms 

to standard 2300 and the LGAN. There are 

three observations for this standard. 

A statement should be added to the 

audit reports limiting the distribution 

and use of the report and its content. 

R9 

The first observation relates to the release of 

audit reports to third parties. The current audit 

report format does not include a statement 

limiting the distribution and use of the report 

and its content. 

Whilst it is acknowledged that audit reports are 

not generally issued to third parties, and 

indeed all audit reports are eventually 

presented in full to the Accounts and 

It is suggested that a statement is 

added to each audit report stating that 

the audit has been carried out in 

accordance with the Public Sector 

Internal Audit Standards. If this is not 

the case, then a non-conformance 

statement should be used instead, 

together with an explanation as to 

why this is the case. 

S7 

Governance Committee, and therefore are in 

the public domain, nonetheless it is good 

practice to include such a statement in the 

audit reports. 

Including such a statement acts as a warning 

to readers not to release reports to third 

parties before they enter the public domain 

Consider adding a report distribution 

list to all audit reports to ensure 

managers are aware of who has 

received a copy of the final audit 

report. 

S8 
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Standard Compliance Observations Recommendations & 
Suggestions 

No. 

through the agreed distribution channels, and 

may discourage third parties from extracting 

parts of the report and using them out of 

context to satisfy their own agendas. 

The second observation relates to the use of 

the statement that the audit has been carried 

out in accordance with the Public Sector 

Internal Audit Standards. At present, such a 

statement is not included in the audit reports 

produced by the in-house service. 

The third observation relates to the distribution 

of audit reports. A list of recipients of internal 

audit reports is not included in the audit 

reports, however, the good practice contained 

in the LGAN is to include a report distribution 

list in all audit reports so that managers are 

aware of who has received a copy of the final 

audit report. 

2500 Generally The Internal Audit Service generally conforms 

Monitoring Conforms to standard 2500 and LGAN. Management’s 

progress progress on implementing agreed actions from 

internal audit reviews is monitored by Internal 

Audit and the Accounts and Governance 

Committee. 

2600 

Communicating 

the acceptance 

of risks 

Generally 

Conforms 

The Internal Audit Service generally conforms 

to standard 2600 and the LGAN. There is a 

process in place to report significant issues 

regarding the acceptance of risks that exceed 

the Council’s risk appetite should the need 

arise. 
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6  .  Opportunitie  s to  Enhanc  e Services  
 

Senio  r Management  within  th  e Internal  Audit  Servic  e at  Eden  District  Counci  l i  s keen  t  o develop  th  e way  th  e Servic  e operate  s and  t  o 

enhanc  e th  e qualit  y an  d range  of  service  s that  the  y provid  e t  o thei  r existing  and  potential  clients  .  With  thi  s in  mind  , th  e following  

opportunitie  s hav  e been  identified  , together  with  som  e suggested  action  s fo  r consideration  . 

N0. Observation Action 

No. Observation Suggested Action 

O1 Eden District Council’s has a long established in-house 

resource within the Internal Audit Service who has had 

limited professional development in recent years. The 

Senior Auditor is an able internal auditor who is proficient at 

undertaking the audits of the core financial systems but 

recognises that he may need to enhance his knowledge and 

skills if he is to undertake a wider range of audits, and 

provide a more insightful service to management. 

To ensure that the Internal Audit Service develops and 

changes with the Council, the Head of Internal Audit should 

consider the learning and development requirements for the 

Senior Auditor (and indeed for himself) and ensure these 

align with the Council’s future needs. This is particularly 

important as local government is going through significant 

changes in the way it is funded, operates, and delivers 

services to residents and businesses. 

It is vital that the team can demonstrate that they maintain 

and develop their skills and knowledge of the wider functions 

of the Council, developments in local government and its 

funding regime, auditing the governance arrangements for 

partnerships and commercial enterprises, counter fraud, and 

using CAATs and other software applications to assist with 

the audit process. 

Consider using the skills matrices from the CIPFA publication ‘The 

Excellent Internal Auditor; A Good Practice Guide to Skills and 

Competences’. This sets out the skills and attributes required by 

auditors at the various stages of their careers. 

Consider optimising the use of resources for training and 

development, by using cost effective (or free) learning and 

development opportunities, such as the webinars produced by 

CIPFA and other professional accountancy and internal audit 

bodies, attendance at regional audit group meetings, etc. 

If resources are available, consider funding the Senior Auditor to 

obtain a relevant internal audit qualification, such as the IIA’s 

Certified Internal Auditor qualification. This would of course 

depend on the willingness to undertake the training. 

Consider buying in a specialist trainer to deliver fraud awareness 

training for the Senior Auditor and other key officers around the 

Council. 

Assuming the Council opts to obtain the IDEA application (see O2 

below), the Senior Auditor will need to undertake training in the 

application if he is to use the application effectively. Consideration 

should be given to expanding this training to enable the Senior 

Auditor to obtain the Certified IDEA Data Analyst (CIDA) and 

Certified IDEA Script Expert (CISE) qualifications. 

O2 The Senior Auditor has a good understanding of the key 

financial and HR systems used by the Council, and can run 

reports to extract data from them that is then analysed in 

The Service should therefore consider carrying out a cost benefit 

exercise on the CAATs applications currently available. This 
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MS Excel. Although MS Excel can be a useful analysis tool 

for internal auditors, it does not have all of the auditing 

functionality commonly found in the specialist computer 

assisted audit techniques (CAATs) applications, such as ACL 

or IDEA with the SmartAnalyser add on product. Whilst both 

products are effective and easy to use, IDEA tends to be 

more widely used in the local government sector. There are 

also other applications on the market but these tend to be 

more expensive and are often add on modules to audit 

management systems. 

For example, CAATs applications generally include a range of 

processes designed to enable the internal auditor to test the 

integrity of the data and the effectiveness of internal 

controls in an organisation’s key systems. They are also 

useful tools for comparing large volumes of data from two or 

more systems. The functionality of CAATs enable internal 

auditors to test all of the transactions within the systems 

they are auditing, rather than a small sample, thus providing 

greater assurance on the effectiveness of controls and the 

quality of the data within those systems. They are also 

particularly suited to the continuous audit of core financial 

systems, a process currently being used by the Council, 

albeit by manual methods. 

Using CAATs applications also enable auditors to target 

resources more effectively, as auditing key systems by 

electronic means can free up auditor time to focus on audits 

that cannot be performed by computer applications. 

exercise should consider the following factors:-

• The capital cost of the application; 

• the on-going revenue costs; 

• the hardware specification requirements to run the 

application effectively; 

• the application’s ease of use and the level of skills required 

to make effective use of the product; 

• availability of training courses for users of the application; 

• the extent of support available to users through user 

groups and/or other colleagues in the local government 

sector; and 

• the availability of pre-written test scripts for the 

application, either directly from the software provider or 

other users of the application. 

O3 Internal Audit is alert to the key risks and the strategic 

objectives of the Council. However, these do not always 

align to each other and as such, it is not easy to align the 

audit plan to them, or to undertake an assurance mapping 

exercise to see where the Council obtains, or could obtain, 

assurance from. The Service also has an understanding of 

the three lines of defence model for assurance provision and 

uses this as the basis of its audit manual, although this 

document does not make direct reference to the model. 

To provide a more joined up approach to the management of risks 

and the achievement of strategic objectives, it is suggested that 

the Council considers undertaking an in depth review of these to 

ensure they are aligned. Once this work has been completed, an 

assurance mapping exercise can be carried out to identify the 

assurances it already receives and from where; any assurances 

that it could receive but does not currently do so; and then use 

this information to help inform the audit universe and plan. 
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This could easily be added to the existing audit manual. It is also suggested that reference to the three lines of defence 

model is added to the audit manual. 

O4 As well as the CIPFA control matrices, the Service also 

makes use of the risk profiles produced by Grace 

Governance Solutions as a reference source when 

formulating audit programmes. They have not received up 

dates for the risk profiles for a number of years. 

It is suggested that the Service renews its subscription with Grace 

Governance Solutions to obtain the annual updates of their risk 

profiles. 

O5 The services delivered by Internal Audit are risk based 

systems audits and are largely focussed on the core financial 

systems. This approach has served the Council well in the 

past, however the local government environment is 

changing at a rapid pace and this may no longer be the best 

use of Internal Audit resources. To remain effective, it is 

vital that Internal Audit adapts and change with the Council. 

This will inevitably require them to move away from the 

traditional systems based approach and become more 

insightful, identify opportunities for add value, and focus 

more on how the Council achieves its objectives. To achieve 

this they will need to be more insightful. This will involve 

keeping abreast of developments in local government and 

internal auditing, undertaking regular horizon scanning to 

identify potential issues for the Council, and making use of 

some of the insight and statistical data and analysis that is 

readily available. 

To be more insightful, Internal Audit should make use of the 

statistical analysis that is available through the use of tools such 

as CIPFA’s Nearest Neighbours Model, and the VFM Tool Kit. 
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7  . Actio  n Pla  n 

Recommendation  s 

No Recommendation Response Responsible Person Action date 

R1 

Add the mission statement to the audit charter. Standard 1010 states only that the 3 

areas noted in R2 must be recognised 

in the internal audit charter and that 

the Mission Statement only needs to 

be discussed with “senior 

management and the board”. It is 

questioned therefore whether 

inclusion of this is actually a 

requirement of the PSIAS as stated in 

Section 5, and therefore whether the 

‘Does Not Conform’ assessment is 

fully justified. However, the Mission 

Statement has now been included in 

the Audit Manual version of the 

Charter and will be submitted for 

formal approval as part of the next 

annual review due in June 2019. 

Senior Auditor June 2019 

R2 

Add the Core Principles for Internal Audit, the Code 

of Ethics for Internal Auditors, and the Seven 

Principles of Public Life to the audit charter. 

These areas were included in the 

version of the Charter in the Internal 

Audit Manual following an update 

undertaken in September 2018. This 

version will be formally approved by 

A&G when the annual review is due 

again in June 2019 

Senior Auditor June 2019 

R3 

It is recommended that the Accounts and 

Governance Committee should consider the 

alternative arrangements for the Head of Internal 

Audit Role, and if the outcome of the review is to 

maintain the existing model, formally ratify this 

arrangement on an annual basis. 

The issues highlighted are 

acknowledged. Since the review was 

completed, a senior management 

review has been completed with the 

designated Head of Internal Audit 

moving to the Assistant Director of 

Head of Internal Audit June 2019 

(next review of 

audit charter) 
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No Recommendation Response Responsible Person Action date 

Finance, who will also be the s151 

officer. The mitigations currently in 

place will continue (eg that internal 

audit staff have direct access to 

Accounts and Governance Committee 

and the Chief Executive). Formal 

ratification will be incorporated into 

the annual review of the audit 

charter. 

R4 

The Head of Audits annual report should be 

enhanced to expand the section on the potential 

impairments to independence and objectivity that 

could arise from the designated Head of Internal 

Audit also being the Council’s Director of Finance. 

See comments above. The existing 

comments already made in this 

respect in various reports will be 

expanded and repeated on an annual 

basis to ensure the arrangement is 

fully ‘transparent’. 

Head of Internal Audit June 2019 

R5 

To preserve the independence and objectivity of 

the Senior Auditor, the Head of Internal Audit 

should consider allocating these audits to the co-

source internal audit partner for at least twelve 

months after the Senior Auditor ceased to be 

involved with the systems. 

The issue is acknowledged. The 

reasons for this arrangement have 

been fully reported to A&G 

Committee along with the benefits of 

informing the actual audit work 

undertaken and the resultant 

assurance given. The external 

supplier will be used where possible 

for the first audit of systems where 

the Senior Auditor has been involved 

in implementation. 

Head of Internal Audit Ongoing 

subject to 

approval of 

annual audit 

plans. 

R6 

Introduce an annual declaration of interest form for 

the in-house Senior Auditor. This form should also 

include a section to acknowledge that he 

understands and has complied with PSIAS, the 

Core Principles, the Code of Ethics, and the Seven 

Principles of Modern Life. 

Such an agreement was signed in 

2007 but has not been renewed on 

an annual basis as recommended. 

This will be done in future. 

Head of Internal Audit March 2019 

R7 Obtain assurance annually from the Head of Certain IT controls are included in the Senior Auditor March 2019, 

Page  1  6 o  f 21  Pages 




 

       

        

        

        

  

     

     

   

     

       

  

  

 

  

 

         

        

         

   

       

        

          

         

       

      

       

     

    

       

        

    

      

       

        

    

    

      

       

      

       

     

     

      

      

     

      

     

     

          

    

 

         

         

  

       

 

   

 

 

 

No Recommendation Response Responsible Person Action date 

Internal Audit at South Lakeland District Council on 

the effectiveness of the controls and IT governance 

arrangements for the shared IT services that relate 

to EDC. 

work programme of individual audits 

as required. However the overall 

assurance requirement as 

recommended is fully supported and 

arrangements will be put in place to 

obtain this. 

subject to 

agreement 

with SLDC. 

R8 

The in-house team should produce an audit brief or 

planning memo for each audit and circulate these 

to the clients for approval, prior to commencing the 

review. 

These documents should follow best practice and 

contain, as a minimum, the objectives, and scope 

of the review; the risks to be covered (and those 

that will not be covered during the review); key 

contacts; documents required in advance of the 

review commencing; start dates and expected 

reporting dates; and the expected distribution list 

for the final audit report. 

Work Programmes including the 

areas specified have been in place for 

a number of years now and these are 

currently being updated and 

enhanced to fully comply with the 

latest version of the PSIAS. It should 

also be noted that the work of the 

‘in-house team’ has primarily 

concentrated on the fundamental 

systems and been undertaken on a 

‘periodic’ basis over the course of the 

year. This procedure has been in 

place for a number of years and 

managers are aware of the 

arrangements which lessens the need 

for ‘planning memos’ etc. The scope 

of any ‘ad-hoc’ audits undertaken has 

been agreed with managers in 

advance of the work being carried 

out. Nevertheless the requirement is 

acknowledged as ‘good practice’ and 

will be put in place for future audits. 

Senior Auditor April 2019 

R9 

A statement should be added to the audit reports 

limiting the distribution and use of the report and 

its content. 

This will be added to all future 

reports. 

Senior Auditor With 

immediate 

effect 
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Suggestions 


No Suggestion Response Responsible Person Action date 

S1 

It is suggested that Internal Audit staff maintain 

detailed professional development records. 

A spreadsheet of courses and training 

is kept but admittedly is not always 

updated for every event. This will be 

undertaken in future along with the 

additional information suggested in 

the actual report above 

Senior Auditor Implemented 

S2 

It is suggested that the Head of Internal Audit 

establishes a formal quality assurance process 

that includes reviewing a sample of completed 

audits for conformity to the PSIAS and the 

Service’s audit manual. Once established, the 

quality assurance process should be added to the 

audit manual. 

Existing QA processes will be 

reviewed and extended to include the 

processes suggested and documented 

in the audit manual accordingly. 

Head of Internal Audit To be put in 

place for 

2019/20 audit 

plan. 

S3 

It is suggested that the Head of Internal Audit 

provides comparator data from previous years 

relating to the performance and effectiveness of 

the Service in the annual report to the Accounts 

and Governance Committee. 

The ‘In-House’ Annual Report already 

includes reporting of the ‘current’ and 

previous years data against a range 

of performance indicators. This will be 

expanded to 3 years. 

The external service provider does 

not currently provide any such 

comparators and will be requested to 

do so in future Annual Reports. 

Head of Internal Audit June 2019 

S4 

It is suggested that the Section 151 Officer and 

the Accounts and Governance Committee consider 

whether they still need the high level of assurance 

each year that is obtained from using a manual 

continuous audit process of the core financial 

systems. If this remains the case, consideration 

should be given to using computer assisted audit 

This is a decision for the parties noted 

in the recommendation to make. I 

would comment that if the existing 

process was to be continued then the 

use of CAAT’s may not be as easy to 

implement as implied as many of the 

audit tests undertaken are on manual 

or scanned / printed records that 

Head of Internal 

Audit/Accounts and 

Governance Committee 

To be 

considered 

during 2019/20 

for potential 

implementation 

through 

2020/21 audit 
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No Suggestion Response Responsible Person Action date 

techniques to obtain this level of assurance. could not be easily processed by 

packages such as IDEA if at all. A cost 

benefit analysis of the cost of the 

software and training in its use would 

need to be undertaken as outlined in 

Section 6 of the report to justify the 

costs against savings in time and the 

areas in which it could be effectively 

used. It should also be noted that 

traditional areas for the use of CAAT’s 

such as searching databases for 

duplicate records and payments is 

now provided by the NFI. 

plan. 

S5 

It is suggested that a section is added to the audit 

manual setting out when managers should be 

informed of interim findings and issues identified 

during audits 

Interim findings are included in the 

Periodic Audit Work reports issued for 

each meeting of A&G Committee. Any 

‘urgent’ findings from these or any 

other audit would be notified to the 

respective manager immediately. 

These processes will be formally 

documented in the Audit Manual as 

recommended. 

Senior Auditor March 2019 

S6 

It is suggested that a section is added to the audit 

manual setting out the framework to be used for 

consulting assignments. 

A brief section on the purpose of this 

work is already included as part of 

Section 4 of the Manual but was not 

expanded upon due to the variable 

nature and requirements of the 

consultancy work that may be 

undertaken. This will be reviewed to 

try and provide greater guidance as 

to the principles to be adopted when 

planning and undertaking such work. 

Senior Auditor March 2019 
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No Suggestion Response Responsible Person Action date 

S7 

It is suggested that a statement is added to each 

audit report stating that the audit has been carried 

out in accordance with the Public Sector Internal 

Audit Standards. If this is not the case, then a 

non-conformance statement should be used 

instead, together with an explanation as to why 

this is the case. 

This has been included in all reports 

issued since the recommendation was 

received. 

Senior Auditor Already 

implemented 

S8 

Consider adding a report distribution list to all 

audit reports to ensure managers are aware of 

who has received a copy of the final audit report 

Consider adding a report distribution list to all 

audit reports to ensure managers are aware of 

who has received a copy of the final audit report 

This has been included in all reports 

issued since the recommendation was 

received. 

Senior Auditor Already 

implemented 
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8.  Interviewees 

 

Person   Position  Organisation 

  Clive Howey      Director of Finance Officer & Section  

     151 Officer, and Head of Interanl  

 Audit 

  Eden District Council  

  Gary Little   Senior Auditor   Eden District Council  

 Peter Harrison   Director  TIAA Ltd  

  Rose Rouse    Chief Executive Officer   Eden District Council  

  Pete Notley    Assistant Director – Financial  

 Services 

  Eden District Council  

  Suzanne Fairer      Assistant Director - Revenues & 

 Benefits  

  Eden District Council  

 Matthew Neal    Monitoring Officer   Eden District Council  

  Robert Docherty   Deputy Director Environmental  

 Services 

  Eden District Council  

  Cllr Andrew Connell       Chair of Accounts and Governance 

 Committee 

  Eden District Council  

 Simon Hardman    Engagement Manager   Grant Thornton (External  

Auditors)  
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Ray  Gard,  CPFA,  FCCA,  FCIIA,  DMS  
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Generally The internal audit service complies with the standards with only minor 

deviations. The relevant structures, policies, and procedures of the internal 

audit service, as well as the processes by which they are applied, at least 

comply with the requirements of the section in all material respects. 

Conforms 

The internal audit service falls short of achieving some elements of good 

practice but is aware of the areas for development. These will usually 

represent significant opportunities for improvement in delivering effective 

internal audit and conformance to the standards. 

Partially 

Conforms 

The internal audit service is not aware of, is not making efforts to comply 

with, or is failing to achieve many/all of the elements of the standards. These 

deficiencies will usually have a significant adverse impact on the internal 

audit service’s effectiveness and its potential to add value to the 

organisation. These will represent significant opportunities for improvement, 

potentially including actions by senior management or the board. 

Does Not 

Conform 
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