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Introduction 

This report has been produced following a special meeting of Scrutiny Panel members with 
the Audit Manager held on 2Is t  November 2006. 

The purpose of the meeting was for Panel Members to: - 

0 

0 

gain a greater understanding of the role of internal audit and 
to discuss techniques which could assist the Panel in its review of the Corporate Plan, in 
particular means by which progress might be accelerated 

Background 

The Panel is undertaking its review of the implementation of the current Corporate Plan. 

In reviewing the Corporate Plan, the Panel is scrutinising a very wide range of issues, topics 
and activity areas. 

The Panel recognises that the internal audit team have a wide range of skills, knowledge 
and experience of reviewing the increasingly complex arrangements of this authority. 

To this end it was agreed that the Audit Manager be invited to a specially convened meeting 
of Panel Members to provide a presentation on the role of Internal Audit and the review 
techniques used which could be of assistance to the Panel 

What is Internal Audit and what are their objectives? 

Internal Audit is part of the Finance Department and is responsible to the Director of Finance. 
The Audit Manager informed the meeting that his team undertakes between 60 to 70 
assignments each year with a staff of 16, soon to increase to 18, and has a budget of 
f700,OOO. Internal Audit operate in accordance with the Chartered Institute of Public Finance 
and Accountancy’s Code of Practice for Internal Audit in Local Government in the United 
Kingdom. 

Originally internal audit was primarily concerned with financial and accounting matters. The 
team now addresses the entire range of the council’s operating activities. The team are 
responsible for the delivery of the annual audit plan and the production of annual reports. 

The Audit Manager defined Internal Audit’s role as I‘ an assurance function providing an 
independent and objective opinion to the council on the control environment comprising risk 
management, control and governance by evaluating its effectiveness in achieving the 
organisation’s objectives”. 

Internal auditing was also about adding value and improving the council’s operations 
through the adoption of a systematic and disciplined approach. Emphasis was placed on the 
independence of internal audit when appraising and reviewing the extent of compliance with 
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procedures, policies, regulation and legislation systems of control throughout the authority 
and making recommendations for improvement in control and performance in the 
achievement of corporate objectives. 

Internal Audit’s role is also to provide reassurance to management that its agreed policies 
and procedures are being carried out effectively and to facilitate good practice in managing 
control and risk. 

The team review value for money processes and Best Value arrangements within the 
authority, work in partnership with the authority’s external auditors and identify and 
investigate fraud and other irregularities brought to their attention. 

In summary, the Panel understood the objectives of the Internal Audit service to be those set 
out in its annual plan for the current year. 

The Panel was pleased to note that Internal Audit performed a proactive role in the 
organisation. 

The Annual Internal Audit Plan 

A five-year strategic audit plan has been compiled following a risk-based internal audit needs 
assessment and each year a plan is drawn up which identifies the assignments which 
Internal Audit will carry out over the next twelve months. The plan is prepared by the audit 
manager following detailed consultations with senior managers, consideration of risk and the 
need to review key systems and processes on a regular andlor cyclical basis. Where 
possible, account is taken of the work also planned by external audit, inspection and 
regulatory bodies. 

The Panel noted that the number of regulation bodies the council has to deal with has 
doubles since 1996 from 22 to 43, including those expected to become operational in 2007 

The Panel was pleased to note that Internal audit continue to work closely with the council’s 
appointed external auditors to maintain an appropriate level of audit coverage and to avoid 
duplication of effort. 

The Plan is approved by the Audit and Governance Panel which was established 18 months 
ago. The Panel oversees the performance of the internal audit function and receives plan 
progress reports from Internal audit regularly throughout the year. The Audit Manager is 
responsible for the preparation of reports to the Panel on completed internal audits, the 
implementation of resulting action plans, external audits, inspection and regulation 
processes, corporate governance and risk management. 

In addition to preparing and executing the annual audit plan and budget and reporting to the 
Audit and Governance Panel , the Audit Manager is also responsible for managing the timing 
and resourcing of assignments, reviews and clearing audit reports 

His primary formal requirement and responsibility is to provide an Annual Audit Opinion in 
the form of a report which contains his opinion on the overall soundness of the organisation’s 
internal control system. 

Following discussion, the Panel noted that the establishment of the Audit and Governance 
Panel had benefitted the organisation as a whole and had helped to raise the profile of 
Internal Audit. This new panel provided elected members with the opportunity to engage 
directly in audit, inspection and regulation processes which had not necessarily been the 
case in the past. 
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The Voluntary / Community Sector 

Members observed that local community and voluntary organisations had little experience of 
being audited. An impending meeting with the authority’s Internal Auditor caused them fear 
and worry. 

The Audit Manager confirmed that the release of monies to arms length external 
organisations was usually conditional on the auditor being able to access their records 
should he wish to do so. Such organisations should have nothing to fear if they have kept 
proper records and can account for how they used the Council’s financial payments l 
contribution . 

This year the Council and the North Lanarkshire Partnership published and distributed 
copies of the ‘Voluntary Organisations Manual’ which contains helpful and useful advice on 
how to record, monitor and report financial information. It also contains two sections on how 
accounts should be audited and advice on different funding organisations’ audit 
requirements including those of the Council. 

The Panel briefly considered new arrangements, currently being developed to ensure the 
Council’s operations fully comply with the codes, guidance and directions issued by the 
Executive and others in respect of ‘Following the Public Pound’. 

The Panel noted that the Audit Manager’s duties in respect of volunraryl community 
organisations would remain and would be likely to encompass more than auditing the 
accounts. 

Conclusions 

The panel noted that the Internal Audit function was operating in a more proactive manner 
than had previously been the case 

There were factors common to the role of Audit and the Scrutiny Panel in that both aimed to 
assist management to achieve intended outcomes for the Council and both aimed to identifiy 
opportunities for improvement. 

The Panel noted that North Lanarkshire’s Internal Audit team were the first Council team in 
the UK to achieve Chartermark. 

3. Recommendations 

3.1 It is recommended that the committee: 

(i) note the contents of this report. 

Chief Executive 
Local Government Access to Information Act. For further information on this report please contact Alex Gardiner on 
extension 2231. 
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