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1. PURPOSE OF REPORT

1.1. The purpose of the report is to submit for consideration and approval a proposed internal audit
charter and reporting protocol for the Joint Integrated Board for the financial year 2016−17 which
had been prepared by the Head of Audit and Inspection of North Lanarkshire Council and the
Chief Internal Auditor of NHS Lanarkshire Health Board.

2. SUMMARY OF KEY ISSUES

2.1 The September meeting of the Finance and Audit Committee agreed that internal audit coverage
for 2016−17 will be jointly provided by the Head of Audit and Inspection of North Lanarkshire
Council and the Chief Internal Auditor of NHS Lanarkshire Health Board and approved an audit
plan for 2016−17 which included a body of work covering key aspects of the Joint Integrated
Board's governance arrangements, including performance management, financial management
and the production of an Internal Audit Annual Report.

2.2 Good practice requires that the organisation establish an internal audit charter which sets out the
authority, roles and responsibilities of Internal Audit in relation to the JIB's governance
arrangements and that this is approved by the audit committee.

2.3

3.
3.1

4.

It is also considered appropriate to bring to the attention of the Committee a protocol setting out
detailed working arrangements relating to Internal Audit reporting.

RECOMMENDATIONS
The Finance and Audit Committee is asked to approve the proposed internal audit charter and
reporting protocols, copies of which are attached to this report.

BACKGROUND AND CONTEXT

4.1 The Public Bodies (Joint Working) (Scotland) Act 2014, requires the Joint Integrated Board to
comply with the accounts and audit regulations and legislation under section 106 of the Local
Government (Scotland) Act 1973.

4.2 A professional and objective internal audit service requires to be established in accordance with
recognised internal audit standards and practices as laid out in the Public Sector Internal Audit
Standards, in order to comply with article 7 of the Local Authority Accounts (Scotland)
Regulations 2014.



S. CONCLUSIONS

5.1 At the meeting held on 12 July 2016, the JIB agreed that internal audit coverage would be jointly
provided by the Head of Audit and Inspection of North Lanarkshire Council and the Chief Internal
Auditor of NHS Lanarkshire Health Board.

5.2. Outline proposals for audit work for 2016−17 were also proposed at this meeting. Following
further discussion with management, the internal audit plan for 2016−17 was refined and was
approved by the Finance and Audit Committee in September.

5.3 The NHS Lanarkshire internal auditors will continue to be responsible for undertaking audit
assignments in relation to operational matters across in−scope NHS services. The North
Lanarkshire Council internal auditors will continue to be responsible for undertaking audit
assignments in relation to operational matters across social work and in−scope housing services.
Joint working arrangements will be implemented in respect of 'Board only' audits and anycross−cutting

audits.

6. IMPLICATIONS

6.1 NATIONAL OUTCOMES
This report relates to all national outcomes as effective governance arrangements will ensure that
the JIB can fulfil its statutory duties.

6.2 ASSOCIATED MEASURE(S)
The implementation of the Internal Audit Charter will assist compliance with the Local Authority
Accounts (Scotland) Regulations 2014 and also the guidance issued by the Integrated Resource
Advisory Group in respect of internal audit arrangements.

6.3 FINANCIAL
None. Internal audit will be delivered from within the existing internal audit resources available
to North Lanarkshire Council and NHS Lanarkshire.

6.4 PEOPLE
None

6.5 INEQUALITIES
None

7. BACKGROUND PAPERS
JIB 12 July 2016 Provision of Internal Audit
FAC 27 September 2016 Internal Audit Plan 2016−17

8. APPENDICES
Internal Audit Charter Appendix 1
Internal Audit Reporting Protocol Appendix 2

OL(Ii
CHIEF ACCOUNTABLE OFFICER (OR Depute)
Members seeking further information about any aspect of this report, please contact: Ken Adamson, Head of Audit and
Inspection, North Lanarkshire Council on 01698 302188 or Tony Gaskin, Chief Internal Auditor, NHS Lanarkshire Health Board on
01334 69602



North Lanarkshire IJB Internal Audit Charter

Introduction

1. This charter, which accords with the current Public Sector Internal Audit Standards (PSIAS),
supplements the IJB's Financial Regulations and sets out the responsibility and authority for and
approach to North Lanarkshire IJB's internal audit activity.

2. The charter was approved by the Finance and Audit Sub−Committee on the 1 December 2016
and has effect from that date and until such time as it is replaced or revoked. The Charter will be
updated concurrently with any amendments to relevant sections of the North Lanarkshire IJB's
Financial Regulations and subject to a full review at least biennially.

3. The Charter also acknowledges the Chartered Institute of Internal Auditors (CIIA) Code of Ethics
for Internal Auditors.

Internal Audit Standards

4. Overall responsibility for arranging internal audit provision rests with the Chief Accountable
Officer but is delivered by the North Lanarkshire Council and NHS Lanarkshire internal audit
teams, under the direction of their respective Chief Internal Auditors.

5. The Chief Internal Auditors must ensure that internal audit activity is delivered in accordance
with PSIAS and CIIA Code of Ethics for Internal Auditors.

Vision and Mission

6. The vision of Internal Audit is to provide continuously improving, high quality assurance and
advice.

The mission of Internal Audit is:

a) To provide the Chief Accountable Officer, in an economical and timely manner, with an
objective evaluation of, and opinion on, the overall adequacy and effectiveness of the
organisation's framework of governance, risk management and internal control. The Chief
Internal Auditor opinion is a key part of the framework of assurance that the Chief
Accountable Officer needs to inform the completion of the Annual Governance Statement
(AGS).

b) To provide independent assurance and advice to the IJB, Finance and Audit Sub−Committee
and the senior management team on all aspects of governance and risk across North
Lanarkshire IJB.

c) To provide advice and assistance to directors and senior managers in carrying out their
internal control responsibilities including matters of risk, fraud, business improvement,
policy, procedure and compliance.

7. The mission is supported by the PSIAS and the Chartered Institute of Internal Auditors' (CIIA)
definition of Internal Auditing:

"Internal Audit is an independent, objective assurance and consulting activity designed to add
value and improve an organisation's operations. It helps an organisation accomplish its
objectives by bringing a systematic, disciplined approach to evaluate and improve the
effectiveness of risk management, control and governance processes".



North Lanarkshire IJB Internal Audit Charter

Responsibility

8. Within the organisation, responsibility for internal control rests fully with management to ensure
that appropriate and adequate arrangements are established. Internal Audit will be responsible
for conducting an independent appraisal and giving assurance to the Audit Committee on
internal control arrangements.

9. Internal Audit will be responsible for obtaining relevant, reliable and sufficient audit evidence in
order to provide an opinion to the IJB on the adequacy and effectiveness of internal controls.
Internal Audit will also assist management by evaluating and reporting to them on the
effectiveness of the controls for which they are responsible.

10. Internal Audit will consider the adequacy of controls necessary to secure propriety, economy,
efficiency and effectiveness and will seek to confirm that management have taken the necessary
steps to achieve these objectives.

11. Internal Audit work must be sufficient to meet the requirements of PSIAS which requires Internal
Audit to evaluate and contribute to the improvement of governance, risk management and
control processes using a systematic and disciplined approach.

12. In fulfilling this responsibility Internal Audit will:

• Evaluate the design, implementation and effectiveness of the organisation's ethics−related
objectives, programmes and activities.

• Evaluate risk exposures relating to the organisation's governance, operations and
information systems regarding the:

• Reliability and integrity of financial and operational information;

• Effectiveness and efficiency of operations and programmes;

• Safeguarding of assets; and

• Compliance with laws, regulations, policies, procedures and contracts.

• Evaluate the potential for the occurrence of fraud and how the organisation manages fraud
risk.

• When assisting management in establishing or improving risk management processes,
refrain from assuming any management responsibility by actually managing risks.

• In addition, Internal Audit scope must be sufficient to provide the Chief Accountable Officer
with the opinion on the adequacy and effectiveness of internal control required to support
the Board's Governance Statement.



North Lanarkshire IJB Internal Audit Charter

Authority

13. The IJB shall ensure that, for all information and areas under the direction of the IJB, that its
Internal Auditors are entitled to require and receive, without necessarily giving prior notice:

a) Access to all records, documents and correspondence relating to any transactions, including
documents of a confidential nature;

b) Access at all reasonable times to any land, premises or employee of the organisation;

c) The production of any cash, stores or other property of each organisation under an
employee's control; and

d) Explanations concerning any matter under investigation.

Independence

14. PSIAS requires the Internal Audit function to be independent and objective, to interact directly
with the Board and to have unfettered access to the Chief Accountable Officer. Section 25.4 of
the Standing Orders of the IJB, as prescribed by the Public Bodies (Joint Working) (Integration
Joint Boards) (Scotland) Order 2014 states that 'The Chief Internal Auditor and the External
Auditor have a right of attendance at all Committees. The Chief Internal Auditor and External
Auditor shall have the right to direct access to the Chairs of the Board and all Committees.'

Appointment of Chief Internal Auditor and Internal Audit Staff, Professionalism, Skills &
Experience

15. Both the Health Board and Local Authority shall each provide a Chief Internal Auditor who is a
member of a CCAB Institute or CMIIA with experience equivalent to at least five yearspost−qualification

experience and at least three years of audit.

Reporting arrangements including Key Performance Indicators

16. Arrangements for reporting and following up individual assignments are contained within the
reporting and follow−up protocols to be approved by the Finance and Audit Sub−Committee.

17. The principal report to be produced by Internal Audit will be the Annual Audit Report for each
audit year. This will be prepared in time for submission to the Finance and Audit Sub−Committee
not later than the agreed target date, in order to provide the assurance required in considering
the IJB's Annual Accounts and in line with the assurance arrangements agreed with the parties.

18. Internal Audit will identify key performance indicators and report these in full within the Annual
Internal Audit Report.
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Assurances provided to parties outside the organisation:

19. Internal Audit will not provide assurance on activities undertaken by North Lanarkshire IJB to
outside parties without specific instruction from North Lanarkshire IJB with the exception of
those circumstances set out in the reporting protocol in which reports and working papers will
be shared with the statutory External Auditors and the application of the Freedom of
Information (Scotland) Act 2002. Sharing of Internal Audit reports with the parties will be a
matter for the IJB and its Local Authority and Health Board partners; Internal Audit will not share
any information with their host bodies without specific instruction from the IJB.

Chief Accountable Officer (IJB) Date

Chair, NL IJB Finance and Audit Sub−Committee Date

Chief Internal Auditor (NLC)

Chief Internal Auditor (NHSL)

Date

Date

Prepared: November 2016



North Lanarkshire IJB

Internal Audit reporting Protocol

1. INTRODUCTION

1.1 This paper details the protocol by which Internal Audit reports will be cleared for
publication. It clarifies the roles and responsibilities of all relevant parties, including
the officer designated by the Chief Accountable Officer as being responsible for
liaising with Internal Audit regarding each individual audit assignment (hereafter
referred to as the Responding Officer).

2. PROCESS

2.1 The Annual Internal Audit Plan, presented in Spring to the Finance and AuditSub−Committee
for approval each year, details the audit reviews to be carried out for the

financial year ahead. Prior to the start of each review, the audit will be assigned to
either the North Lanarkshire Council (NLC) or National Health Service Lanarkshire
(NHSL) Internal Audit team, by agreement between both Chief Internal Auditors, or,
occasionally, where appropriate and agreed by both Chief Internal Auditors,
conducted jointly by both Internal Audit teams.

2.2 The draft Assignment Terms of Reference for each audit will be agreed between both
Chief Internal Auditors and issued to the Chief Accountable Officer and Chief
Financial Officer for comment and nomination of the Responding Officer (as per 1.1
above). The Assignment Terms of Reference will be agreed with the Responding
Officer prior to the commencement of the audit. The finalised Assignment Terms of
Reference will be issued to all relevant parties, including the Chief Accountable
Officer, the Chief Financial Officer and the Responding Officer. The Assignment
Terms of Reference will be issued in advance of the assignment and include the
indicative timing of the audit.

2.3 Assignments allocated to either or both Internal Audit teams (as per 2.1 above) will
be conducted in accordance with the normal audit approach adopted by that team,
including appropriate quality assurance processes, and a draft report produced by
the relevant Internal Audit team or in the case of jointly conducted audits, relevant
staff from both Internal Audit teams will liaise to compile a joint draft report.

2.4 An exit meeting will be arranged prior to preparation of the draft report at the
discretion of the relevant Chief Internal Auditor.

2.5 Both Chief Internal Auditors will agree all draft reports, whether the audit was
conducted separately or jointly, prior to formal issue.

2.6 Draft reports will be issued by the NLC or NHSL Chief Internal Auditor, according to
whichever Internal Audit team undertook the work. Issue of joint reports will be
agreed between both Chief Internal Auditors.



2.7 All draft reports will be issued to the relevant Responding Officer for agreement
regarding the accuracy of the findings and consideration of the audit opinion and the
recommendations detailed in the Action Plan appended to the draft report.

2.8 The target deadline for issue of the draft report will be in line with deadlines
governing the target Finance and Audit Sub−Committee meeting as detailed in the
Assignment Terms of Reference.

2.9 Opportunity will be given to the Responding Officer to discuss any issues with staff
from the relevant Internal Audit team prior to submission of the written management
response for inclusion in the final report.

2.10 The Responding Officer should submit their written response detailing agreement or
otherwise regarding all recommendations included in the Action Plan, together with
any related comments, details of the responsible officer and a timescale for
implementation of the proposed action.

2.11 It is the responsibility of the Responding Officer to ensure that the response
accurately reflects the official position of the Joint Integration Board and the proposed
action and timescale for completion is appropriate to the risk. The target deadline for
this stage will be intimated on issuing the draft report.

2.12 The finalisation process for audit reports will be undertaken by whichever Internal
Audit team (NLC or NHSL) issued the draft report and include follow up of any late
replies and discussion with the Responding Officer regarding any 'disagreed'
recommendations including the underlying reasons, clarification of any management
comments which do not appear to fully address the recommendation made and
clarification of any timescales which appear overly extended. A further formal
management response will be sought, where required, to confirm management's final
position following discussion regarding the above for inclusion in the final report.

2.13 In the event of a failure to receive a suitable response from the Responding Officer
within the required timescale, or to reach agreement on a fundamental
recommendation, the matter will be referred to the Chief Financial Officer.

2.14 Where assignments are conducted jointly by both Internal Audit teams, the
finalisation process will include appropriate liaison between both teams. Both Chief
Internal Auditors will agree all final reports, whether the audit was conducted
separately or jointly, prior to formal issue.

2.15 The finalisation process will commence promptly on receipt of the Responding
Officer's response.

2.16 On completion of the finalisation process as per 2.12 above, the final report will be
issued by either the NLC or NHSL Chief Internal Auditor, according to whichever
Internal Audit team undertook the work or, where audit work was undertaken jointly
by both Internal Audit teams, by either Chief Internal Auditor as agreed between
them.



2.17 Final reports will be issued to the Chief Accountable Officer seeking confirmation of
management's final position prior to formal issue. Final reports will then be issued to
the Chief Accountable Officer for distribution to all relevant parties, according to the
coverage of the report.

2.18 Where any issues are not resolved via the finalisation process, the final report will
reflect the final management response provided. Any 'disagreed' issues will be
highlighted to the Finance and Audit Sub−Committee in the subsequent Internal Audit
progress report (see 2.21) to enable the Finance and Audit Sub−Committee to take
the issue(s) concerned forward as appropriate.

2.19 The target deadline for issue of the final report will be in line with deadlines governing
the target Finance and Audit Sub−Committee meeting as detailed in the Assignment
Terms of Reference.

2.20 Finance and Audit Sub−Committee members and the Joint Integration Board's
appointed External Auditors will receive a copy of all Internal Audit final reports
issued via the agenda papers circulated by the Chief Financial Officer in advance of
each Finance and Audit Sub−Committee meeting.

2.21 A progress report will be presented at each Finance and Audit Sub−Committee by
either Chief Internal Auditor as agreed between them, summarising each Internal
Audit final report issued since the last progress report and highlighting particularly
any Internal Audit final reports issued offering 'limited' assurance.

2.22 Progress on reporting timescales will be monitored via regular meetings, in advance
of Finance and Audit Sub−Committee meetings, held between the Chief Financial
Officer and both Chief Internal Auditors, with additional meetings between both Chief
Internal Auditors as required.

Approved: November 2016


