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Executive Summary
The purpose of this report is to provide elected members with guidance on the role and work of
the Audit and Scrutiny Panel to assist them in understanding their role and enabling them to
contribute to the Panel effectively discharge its' role.
The guidance at Appendix 1 contains an overview of the Panel's remit together with more
detailed background information in respect of the audit committee role and the scrutiny function.
It is expected that a further training event will be held in the Autumn to further develop Panel
members knowledge and understanding of the work of the Panel.

Recommendations
The Panel is invited to note the Guide for Members of the audit and Scrutiny Panel at Appendix I

Links
Council plan to 2020:

Having adequate and effective corporate governance arrangements, of
which an effective Audit and Scrutiny Panel forms an important element,
supports the delivery of all corporate priorities.

Appendix I

Guide for Members of the Audit and Scrutiny Panel

1.

Background
1.1

The Panel's has broad terms of reference relating to audit matters, risk management
and scrutiny. There is a recognition that the Panel's remit can be challenging and the
work of the Panel includes a number of areas where elected members may require
guidance and/or training opportunities to assist them.

2. Report
2.1

The Guidance provided to members at Appendix I has been prepared by relevant
officers with lead responsibility for audit and scrutiny matters. It provides an overview
of expectations regarding how the Panel will deal with audit and scrutiny matters. Both
sections contain key questions that elected members may wish to consider asking of
relevant management.

2.2

Given the Panel's wide remit, it is expected that regular training and/or learning and
development events for elected members will be arranged. In that regard, a training
event will be held in the Autumn to further develop Panel members knowledge and
understanding of the work of the Panel.

3. Implications
Financial impact
HR/Policy/Legislative Impact
Environmental Impact

None identified
None identified
None identified

4. Measures of success
4.1

The Audit and Scrutiny Panel is required to self−assess its effectiveness in discharging
its role, in line with good practice as part of its annual reporting to Policy and
Resources Committee.

4.2

External Audit may also comment, in accordance with their wider audit scope, on the
performance of the Audit and Scrutiny Panel as part of their review of the Council's
governance arrangements.

Ken Adamson, Head of Audit and Inspection
For further information please contact Ken Adamson, Head of Audit and Inspection on tel. 01698 302188
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rkshire
Council
Guide for Members of the
Audit and Scrutiny Panel
June 2017

Page

Table of Contents

2

Introduction
Appendix 1 − Audit and Scrutiny Panel Terms of Reference

I

6−31

Appendix 2 − Audit Handbook
Appendix 3 − Scrutiny Overview

3−5

I

32−36

Introduction
The Audit and Scrutiny Panel has two distinct functions (1) audit, and (2) scrutiny. Each
function has a distinct purpose and programme of work; certain aspects of the work
programmes are required by statute.
This guide aims to provide Elected Members, appointed to the Audit and Scrutiny Panel, with
an overview of each of these functions as well as easily accessible advice, guidance, and
practical steps in the challenge process. The guide also includes the terms of reference for
the Panel (Appendix 1, pages 2−4), with roles and responsibilities and prompts for questions
for the audit function (Appendix 2, pages 5−29) and the scrutiny function (Appendix 3, pages
30−34).
This guide aims to be more of a set of guidelines, than a rigid prescription on audit and
scrutiny. The intention is to help ensure consistency of approach and achievement of high
standards in carrying out audit and scrutiny work. The guide will be updated, as required, to
reflect changes in legislation and national approaches to performance management,
governance, and Best Value.
The following diagram provides an at a glance overview:

Audit and Scrutiny Panel

Purpose

Audit

Scrutiny

a) To review and provide independent
assurance on the adequacy and
effectiveness of the council's
governance, risk management, and
control frameworks.

c) To provide a challenge and scrutiny
function
examine
council
to
performance and achievements
against planned outcomes and
priorities, ensuring a programme of
scrutiny activity that makes a
positive contribution to continuous
improvement in council operations
and the quality of public services.

b)

Programme
of work

To oversee the council's internal and
external
audit
arrangements,
financial reporting, and annual
governance processes.

• Annual statement of accounts.
• Annual Internal Audit plan and
reports.
corporate
governance
• Annual
statement.
• Development and operation of risk
management in the council.
• Monitoring the council's counter
fraud
actions,
and
strategy,
resources.
• External Auditors' annual plan and
reports.

i delivering
• Council performance n
upon the priorities, outcomes,
programme of work, and targets in
the business plan (including policy
reviews as required).
• The council's approach to reporting
performance to the public (i.e. public
performance reporting n
i line with
the statutory duty).
• The annual Local Scrutiny Plan
undertaken by the Local Area
Network as part of the national Best
Value work programme.
• Ongoing oversight of the new
national approach to auditing Best
Value.

Appendix I
Audit and Scrutiny Panel Terms of Reference
(1)

Statement of Purpose
The Audit and Scrutiny Panel is a key component of the Council's corporate
governance arrangements. The purpose of the Audit and Scrutiny Panel is to provide
independent assurance to the Council and those charged with governance on the
adequacy of the Council's risk management framework and internal control
environment. It provides independent review of the Council's governance, risk
management, performance and control frameworks and oversees the financial
reporting and annual governance processes. It oversees the Council's internal and
external audit arrangements, helping to ensure efficient and effective assurance
arrangements are in place. It also undertakes the scrutiny function within the Council's
governance framework and will establish short life task group reviews, as required, to
undertake in−depth examination of particular areas of policy and/or service delivery with
a view to making recommendations for improvement.

(2)

Governance, Risk and Control
The Audit and Scrutiny Panel's remit in relation to governance, risk and control is:
• to review the Council's corporate governance arrangements against relevant good
practice guidance and consider annual governance reports and assurances;
• to review the Annual Governance Statement prior to approval and consider whether
it properly reflects the risk environment and supporting assurances, taking into
account Internal Audit's opinion on the overall adequacy and effectiveness of the
Council's framework of governance, risk management and control;
• to consider the Council's arrangements to secure value for money and review
assurances and assessments on the effectiveness of these arrangements;
• to monitor the effective development and operation of risk management in the
Council, including monitoring progress in addressing risk−related issues reported to
the Panel;
• to consider reports on the effectiveness of internal controls and monitor the
implementation of agreed actions; and
• to review the assessment of fraud risks and potential harm to the Council from fraud
and corruption by monitoring the Council's counter−fraud strategy, actions and
resources.

(3)

Internal Audit
The Audit and Scrutiny Panel's remit in relation to Internal Audit is:
• to approve the Internal Audit Charter;
• to approve the risk−based Internal Audit Plan, including Internal Audit's resource
requirements;
• to approve significant interim changes to the risk−based Internal Audit Plan and
resource requirements;
• to make appropriate enquiries of both management and the Head of Audit and
Inspection to determine if there are any inappropriate scope or resource limitations
impacting on the work of Internal Audit;
• to consider reports from the Head of Audit and Inspection on Internal Audit's activity
and performance during the year. These will include:
3

•

•

•

•

(4)

− updates on the work of Internal Audit, including key findings, issues of concern
and action in hand as a result of Internal Audit work;
− regular Internal Audit Progress Reports (including summaries of substantive
Internal Audit reports, as requested);
− periodic reports on the results of the Quality Assurance and Improvement
Programme; and
− reports on instances where the internal audit function does not conform to the
Public Sector Internal Audit Standards and Local Government Application Note,
considering whether the non−conformance is significant enough that it must be
included in the Annual Governance Statement;
to consider the Head of Audit and Inspection's Annual Report, including:
− the statement of the level of conformance with the Public Sector Internal Audit
Standards and Local Government Application Note and the results of the Quality
Assurance and Improvement Programme that supports the statement − these will
indicate the quality and reliability of the work and conclusions of Internal Audit;
and
the
opinion on the overall adequacy and effectiveness of the Council's framework
−
of governance, risk management and control, together with the summary of the
work supporting the opinion − these will assist the Panel in reviewing the
Council's Annual Governance Statement;
to receive reports outlining the action taken where the Head of Audit and Inspection
has concluded that management has accepted a level of risk that may be
unacceptable to the Council or there are concerns about progress with the
implementation of agreed actions;
to contribute to the Quality Assurance and Improvement Programme and in
particular, to the external quality assessment of Internal Audit that takes place at
least once every five years; and
to support the development of effective communication with the Head of Audit and
Inspection.

External Audit
The Audit and Scrutiny Panel's remit in relation to External Audit is:
• to consider the External Auditor's Annual Plan and all relevant reports issued to
those charged with governance;
• to comment on the scope and depth of external audit work and to ensure it gives
value for money; and
• to advise, and make recommendations as appropriate, on the effectiveness of
relationships between External Audit and Internal Audit and other inspection
agencies or relevant bodies.

(5)

Financial Reporting
The Audit and Scrutiny Panel's remit in relation to financial reporting is:
• to review the Annual Statement of Accounts. Specifically, to consider whether
appropriate accounting policies have been followed and whether there are concerns
arising from the financial statements, or from the audit, that need to be brought to
the attention of the Council; and
• to consider the External Auditor's report to those charged with governance on issues
arising from the audit of the accounts.
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(6)

Scrutiny
The Audit and Scrutiny Panel's remit in relation to the challenge and scrutiny function
is:
• to review and monitor the performance of the council in delivering upon its priorities,
outcomes, programme of work and targets in the business plan, specifically
performance:
− in improving local public services;
− in improving local outcomes;
responding to their views
− in engaging with communities and service users, and
and concerns; and
− in achieving Best Value;
• to ensure that Chief Officers establish and effectively operate arrangements for
monitoring and reviewing service performance and performance against council
priorities and planned outcomes;
• to review performance to assess whether intended policy outcomes have been
achieved;
consider the council's performance and improvement arrangements to ensure
to
•
that the approach continues to facilitate effective and efficient delivery of planned
services and outcomes;
consider the council's public performance reporting arrangements to ensure
to
•
appropriate public accountability; and
commission independent short life task group reviews (based on evidence), and
to
•
carry out reviews recommended from service committees, to enable in−depth
scrutiny of policy, practices, and performance where the challenge and scrutiny
function can make an impact or add value.

(7)

Accountability arrangements
The Audit and Scrutiny Panel's remit in relation to accountability arrangements is:
• to report to the Council's Policy and Resources Committee on the Panel's findings,
conclusions and recommendations concerning:
− the adequacy and effectiveness of the Council's governance, risk management
and internal control frameworks;
− financial reporting arrangements;
− internal and external audit arrangements;
− the performance of the council in delivering upon its priorities; and
− the adequacy and effectiveness of the council's performance and improvement
arrangements;
to report to the Council's Policy and Resources Committee on a regular basis on the
Panel's performance in relation to its Terms of Reference and the effectiveness of
the Panel in meeting its purpose.
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Appendix 2
Audit handbook
A guide for members of the Audit and Scrutiny Panel about their role in relation to audit
matters.
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Foreword
This handbook has been produced to provide information to assist members of the Audit
and Scrutiny Panel in the performance of their audit committee functions.
The Panel's role in relation to audit matters is primarily focused on ensuring appropriate
consideration and oversight of the work of the Council's internal audit function and the
work of the Council's appointed external auditors.
The Panel also has an important role in considering the Council's financial accounts. The
Council is accountable to the public for the stewardship of funds under its control and is
required to maintain proper accounting records, prepare financial statements, safeguard
assets, take reasonable steps for the prevention and detection of fraud and other
irregularities and for managing its affairs to secure the economic, efficient and effective use
of resources.
The Chartered Institute of Public Finance & Accountancy (CIPFA) suggests that audit
committees are a key part of any authority's governance framework whose function is 'to
provide those charged with governance independent assurance on the adequacy of the
risk management framework, the internal control environment and the integrity of the
financial reporting and annual governance processes'. (CIPFA − Audit Committees in
Local Authorities 2013). By overseeing internal and external audit, the Panel can make an
important contribution to ensuring that effective assurance arrangements are in place.
An audit committee is also expected to provide independent assurance of the adequacy of
the risk management framework and the associated control environment, to undertake
independent scrutiny of the Council's financial and non−financial performance (to the extent
that it affects the Council's exposure to risk and weakens the control environment) and to
oversee the financial reporting processes.
Effective audit committees help to raise the profile of internal control, risk management and
financial reporting issues within an organisation, as well as providing a forum for the
discussion of issues raised by internal and external auditors. They enhance public trust
and confidence in the financial governance of a Council.
The role of an audit committee, however, is a challenging one and needs strong,
independent members with an appropriate range of skills and experience. It also needs to
have a strong collaborative relationship with the Council's senior management and internal
and external audit in order to ensure that it gets the support and information it needs. The
Committee also needs to provide insight and strong constructive challenge where required,
such as risks arising from financial constraints, new service delivery models and the ability
of the Council to respond to emerging risks.
Further information in respect of governance is available to members in the 'Delivering
Good Governance in Local Government: Framework' (2016) published by CIPFA, copies
of which can be requested from the Head of Audit and Inspection and in the publication
'How Council's work − Roles and working relationships in councils − Are you still getting it
right?' published by the Accounts Commission which can be located at:
http://www.audit−scotland.gov.uk/uploads/docs/report/2016/hcw roles followup. pdf
A glossary of relevant terms has been included for information at Appendix D.

I Introduction
1.1

The principles of accountability, transparency and openness are central to the work
of the Council and monitoring and auditing Council functions and activities is critical
to ensuring these values are upheld.

1.2

The statutory role of proper officer for administration of the Council's financial
affairs ('the section 95 officer') is undertaken by the Head of Business for Financial
Solutions who, along with the Chief Executive, is key to discharging these
requirements. To be truly effective, these officers require an effective audit
committee to provide support and challenge as well as an adequate and effective
internal audit service.

1.3

There is no statutory obligation for a local authority to establish an audit committee.
However, the existence of a committee is considered to be good practice, with the
committee playing a critical part in the Council's governance framework. From May
2017, the role of the Council's audit committee is held by the Audit and Scrutiny
Panel (previously the Audit and Governance Panel).

1.4

The function of an audit committee is to provide an independent and high−level
resource to support good governance and strong public financial management.
The audit committee must make effective use of the internal audit function in giving
assurance on risk management, governance and internal control systems.
Although CIPFA does not prescribe a specific model, they recommend that all audit
committees should adhere to the basic criteria as follows:

1.5

• act as the principal non−executive, advisory function supporting those charged
with governance;
• be independent of both the executive and the scrutiny functions;
• have clear rights of access to other committees/functions e.g. scrutiny and
service committees, corporate risk management boards and other strategic
groups;
• be properly accountable to the authority's board or equivalent bodies;
• meet regularly − at least four times a year, and have a clear policy on those
items to be considered in private and those in public;
• be able to meet privately and separately with the external auditor and with the
Council's Head of Internal Audit (i.e. the Head of Audit and Investigation);
• include, as regular attendees, the Chief Financial Officer or appropriate senior
and qualified substitute, the Chief Executive, the Head of Audit and Investigation
and the appointed external auditor; and
• report regularly on their work, and at least annually, report an assessment of
their performance.
1.6

There are a number of recognised good practice principles for an audit committee
covering (1) Membership, independence, objectivity and understanding, (2) Skills,
(3) The role of the Audit Committee, (4) Scope of work and (5) Communication and
reporting and these are considered in greater detail in sections 5 to 9 below.
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2. Purpose and core functions
The purpose of an audit committee is to provide those charged with governance
independent assurance on the adequacy of the risk management framework, the
internal control environment and the integrity of the financial reporting and annual
processes.'(CiPFA, 2013). By overseeing internal and external audit, it
• governance
makes an important contribution to ensuring that effective assurance arrangements
are in place.
2.2 The core functions of an audit committee are to:

2.1

• be satisfied
Governance
required to
achievement

that the council's assurance statements, including the Annual
Statement, properly reflect the risk environment and any actions
improve it and demonstrate how governance supports the
of the Council's objectives;

• in relation to the authority's internal audit functions:
oversee its independence, objectivity, performance and professionalism;
•
•

support the effectiveness of the internal audit process; and

promote the effective use of internal audit within the assurance framework;
•
• consider the effectiveness of the Council's risk management arrangements and
the control environment, review the risk profile of the organisation and seek
assurances that action is being taken on risk−related issues, including
partnerships with other organisations;
• monitor the effectiveness of the control environment, including arrangements for
ensuring value for money (VFM) and for managing the authority's exposure to
the risks of fraud and corruption;
• consider the reports and recommendations of external audit and inspection
agencies and their implication for governance, risk management or control;
• support effective relationships between external audit and internal audit,
inspection agencies and other relevant bodies and encourage the active
promotion of the value of the audit process; and
• review the financial statements, external auditor's opinion and reports to
members and monitor management action in response to the issues raised by
external audit.
2.3

The current terms of reference for the Audit and Scrutiny Panel are detailed at
Appendix 1.
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3. Criteria for an effective Audit Committee
3.1

CIPFA suggests that good audit committees are characterised by:
• a membership that is balanced (i.e. reflects the political balance of the Council),
objective, independent of mind, knowledgeable and properly trained to fulfil their
role;
• a membership that is supportive of good governance principles and their
practical application towards the achievements of organisational objectives;
• a strong independently minded chair − displaying a depth of knowledge, skills
and interest;
• unbiased attitudes − treating auditors, the executive and management fairly; and
• the ability to challenge the executive and senior management when required.

3.2

CIPFA suggests that other features of an effective audit committee should include:
• meetings characterised by free and open discussions by all members without
political influences being displayed;
• members being able to reach prompt decisions on all matters put to committee;
• one or more of the members being able to display financial understanding when
considering issues;
• agenda papers being circulated with adequate time to allow preparation by
members; and
• committee being involved in monitoring responses to audit recommendations
and chasing managers as required.

4. Benefits of an Audit Committee
4.1

Effective internal controls and the establishment of an audit committee can never
totally eliminate the risks of serious fraud, misconduct or misrepresentation of the
financial position. However an effective audit committee can bring many benefits to
the Council. CIPFA's 'Audit Committees −Practical Guidance for Local Authorities'
suggests that these could include:
• raising greater awareness of the need for internal control and the implementation
of audit recommendations;
• increasing public confidence in the objectivity and fairness of financial and other
reporting;
• reinforcing the importance and the independence of internal and external audit
and any other similar review process; and
• providing additional assurance through a process of independent and objective
review.
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5. Good Practice Principle I
understanding

− Membership, independence, objectivity and

Principle I − 'The Audit Committee should be independent and objective; in
addition, each member should have a good understanding of the objectives and
priorities of the organisation and of their role as an Audit Committee member.'
5.1

The chair of an audit committee should not be a member of the administration.
This is important to promote the objectivity of the committee and to enhance its
standing in the eyes of the public.

5.2

An effective audit committee must have members who are both independent and
objective. As the audit committee needs to be able to challenge and to report on
major issues and contraventions as required, senior members of the administration
should not be appointed to the audit committee.

5.3

Under the Council's Standing Orders and Scheme of Delegation, the Audit and
Scrutiny Panel has been assigned the role of the audit committee. The Panel
comprises eight members and meets four times a year as part of the Council
Committee cycle, with an additional two special meetings (in June − to review the
draft Financial Statements and September to review the final accounts and the
external auditors' annual report).

5.4

Regular attendees at the Panels' meetings will include staff from the Chief
Executive's Office, the Council's Section 95 Officer and the Council's Head of Audit
and Inspection. The Council's external auditors are also invited to attend all
meetings.

5.5

All members of the Audit and Scrutiny Panel are expected to have a clear
understanding of what is expected of them in their role and to identify and seek to
address any training, learning or development issues which they identify arising
from their membership of the Panel.
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6. Good Practice Principle 2 − Skills
Principle 2 − 'The Audit Committee should corporately own an appropriate skills mix
to allow it to carry out its overall function.'
6.1

6.2

To be effective, the members of the Audit and Scrutiny Panel will require a chair and
membership with certain skills and will benefit from members having gained
experience in some of the key areas to be considered by the committee.
Due to the importance of financial management and financial reporting, it is
considered good practice to also have at least one member of the Panel with recent
and relevant financial experience, to allow them to engage competently with financial
management and reporting issues.

6.3

Whilst financial awareness is essential, particularly for the chair of the Panel, an
accounting background or qualification is less important than a broad understanding
of the financial, risk and control and corporate governance issues facing local
authorities generally and the council specifically.

6.4

An ability to probe and seek clarification about complex issues is also essential.

6.5

CIPFA highlights a number of areas all audit committee members should be or
become familiar with:
• governance − understanding of the requirements of legislation and of local
arrangements;
• risk management;
• internal control assurance;
• the council's core service activities;
• accounting and financial reporting arrangements (including financial statements);
and

6.6

• the regulatory framework within which the Council operates.
In order to ensure that Audit and Scrutiny Panel members have the appropriate
skills, induction training will be available for all new Panel members covering the
following areas:
• the role of the Audit and Scrutiny Panel;
• the terms of reference;
• an overview of relevant council activities; and
• the Council's governance, financial and risk environment.

6.7

Regular training opportunities will be provided to all Panel members on these and
other salient issues to enable members to effectively discharge their role.
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7. Good Practice Principle 3— The role of the Audit Committee
Principle 3 − 'The Audit Committee should support the Council and Chief Executive
by reviewing the comprehensiveness and reliability of assurances on governance,
risk management, the control environment and the integrity of financial statements
and the annual report.'
7.1

The Audit and Scrutiny Panel's primary purpose is to consider matters relating to
governance, risk management and internal control and to fulfil the core audit
committee functions recommended by CIPFA as good practice (set out in Section 2
of the Handbook).

7.2

In addition, the Panel should provide scope for improving corporate focus on the
issues arising from risk management, internal control and financial reporting.

7.3

The Panel's remit in relation to governance, risk, internal control and financial
reporting are detailed in the Terms of Reference at Appendix 1. The terms of
reference also detail the Panel's remit in respect of Internal Audit and external audit
which are covered by section 8 of the handbook.
Corporate Governance

7.4

Corporate governance is defined as 'the arrangements put in place to ensure that
the intended outcomes for stakeholders are defined and achieved (CIPFA, 2016).
The three fundamental principles of corporate governance − openness, integrity and
accountability − apply equally to all public sector bodies.

7.5

Good governance involves councils being accountable and accessible to the
communities they serve. Councils must be transparent about the decisions they
make and the quality of the services they provide. The council's leadership must be
scrutinised and held to account for its plans and performance. This requires a
culture that recognises the importance of scrutiny and is open to candid decisions
about risks.

7.6

Audit committees are a critical component in the overall corporate governance
process. Good corporate governance requires independent, effective assurance
about the adequacy of financial management and reporting. The functions are best
delivered by an audit committee which is independent from the administration.

7.7

Audit examines the regularity of governance and financial management including
how the Council has applied its resources to achieve its objectives.

7.8

Further guidance on corporate governance is available to members in the 'Delivering
Good Governance in Local Government: Framework' (2016) published by the
Chartered Institute of Public Finance & Accountability (CIPFA), copies of which can
be requested from the Head of Audit and Inspection.
Risk Management

7.9

Risk relates to the uncertainty of events which, should they occur, will have an effect
on the achievement of objectives and can be defined as 'the combination of the
probability of an event happening and its impact when it occurs'.

7.10 Risk management is about putting plans in place to respond effectively to these risks
so as to maximise the likelihood of achieving our objectives and for ensuring the best
Its aim is to improve internal control and support better
d
ecsio
i n−of
makn
iresources.
g
use
through a good understanding of individual risks and the Council's overall
risk exposure.
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7. Good Practice Principle 3 − The role of the Audit Committee (continued)
7.11

Internal control and risk management are increasingly recognised as important
elements of good governance and it is expected that all local authorities develop and
maintain robust systems for identifying and evaluating all significant risks.

7.12 The Audit and Scrutiny Panel is responsible for monitoring the effective development
and operation of risk management within the council and will be expected to
consider whether:
• risk management is actively supported and promoted by senior officers and/or
elected members;
• there is a systematic approach to identify and prioritise risks and match them with
appropriate responses;
• risks and the actions taken to mitigate them are regularly monitored; and
• risk management contributes towards the achievement of corporate objectives.
Control strategies
7.13 The council has a number of strategies in place to regulate its activities and control
the actions of its employees, elected members, partners and contractors. The Audit
and Scrutiny Panel will be required to take a view on whether these strategies have
been properly formulated and remain effective.
7.14 The strategies to be overseen by the Audit and Scrutiny Panel will include:
• risk management;
• the assurance framework (including arrangements which support the production
of the Annual Governance Statement);
• local codes of corporate governance, standards and behaviour;
• arrangement for delivering value for money;
• anti−fraud arrangements; and
• anti−corruption arrangements (including the council's whistleblowing guidelines).
7.15 By reviewing the effective implementation of strategies the Audit and Scrutiny Panel
will be in a position to monitor any relevant actions implemented by officers in
responses to improvements and recommendations made by auditors. It will also be
able to monitor changes to the risk environment and help guide any associated
actions.
Financial Statements
7.16 The Financial Statements (commonly known as 'the accounts') are a vital part of the
accountability framework as they demonstrate how the council has spent its
resources. They also record assets used and liabilities incurred in delivering
services.
7.17 Audited accounts provide the public with reliable information about the stewardship
of funds and the council's financial position. They also provide elected members
with information to scrutinise the use of funds in each year and to make budgetary
decisions for the future.
7.18 The Audit and Scrutiny Panel is responsible for reviewing the annual accounts and
will require to consider whether they have been prepared in accordance with
appropriate accounting policies and whether there are any issues arising from the
external audit which require to be addressed.
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7. Good Practice Principle 3— The role of the Audit Committee (continued)
7.19 The Panel's review of the financial statements should focus on:
the suitability of accounting policies and treatments;
• any changes in accounting policies and treatments;
• major judgemental areas (e.g. provisions); and
• significant adjustments and material weaknesses in internal control reported by
the external auditor.
7.20 Further information on local authority accounts is available to members in
'Understanding local authority financial statements' published by the Chartered
Institute of Public Finance & Accountancy (CIPFA), which can be located at:
Understanding Local Authority Financial Statements.
7.21 Appendix C contains a list of questions the Audit and Scrutiny Panel may wish to
consider when considering their roles and responsibilities. This list is not exhaustive
but acts as a 'prompt' to help members ensure that their approach is appropriate.
7.22 Further guidance on the role of Audit Committees is available to members in the
'Audit Committees − Practical Guidance for Local Authorities' published by CIPFA,
copies of which can be requested from the Head of Audit and Inspection.
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8. Good Practice Principle 4— Scope of work
Principle 4 − 'The scope of the Audit Committee should be defined in its terms of
reference and encompass all the assurance needs of the Council. Within this, the
Audit Committee should have particular engagement with the work of internal audit,
risk management, the external auditor and financial management and reporting
issues.'
8.1

The Audit and Scrutiny Panel's remit in relation to the work of Internal Audit, external
audit and scrutiny are detailed in the Terms of Reference at Appendix 1.

8.2

Standing items to be reviewed at each of the normal Audit and Scrutiny Panel
meetings will include reports on the work of Internal Audit, outputs received from the
Council's appointed external auditors, updates on the implementation by
management of actions agreed in response to previous internal and external audit
reports and consideration of any relevant national reports published by Audit
Scotland and/or the Accounts Commission. In addition, senior managers will be
invited to attend as required to assist on matters escalated to the Panel following
reports from internal and external auditors and/or on other matters of specific
relevance to the effective discharge of the Panel's responsibilities.
Internal Audit

8.3

The Internal Audit Charter (detailed at Appendix B) formally sets out what Internal
Audit is and explains its purpose, authority and responsibilities − including how the
Council ensures and safeguards the independence of Internal Audit.

8.4

The Audit and Scrutiny Panel should have a clear role in relation to the Council's
internal audit function. This should involve:

8.5

8.6

• formally approving (but not directing) the overall strategy to ensure that it meets
the council's overall strategic direction (Appendix A);
• approving the annual programme of audits, to ensure that there is sufficient
coverage; and
• monitoring progress against the plan and assessing whether adequate skills and
resources are available to provide an effective audit function.
The Panel's role in relation to reviewing the work carried out by Internal Audit will
include formal consideration of the summaries of work done, key findings, issues of
concern and action in hand as a result of audit work. A key part of the role is
receiving and reviewing the annual report from the Head of Audit and Investigation
which contains an overall opinion on the internal control environment and the
adequacy and quality of the internal audit coverage.
To facilitate the work of the Audit and Scrutiny Panel, the Head of Audit and
Inspection shall:
• attend its meetings and contribute to the agenda;
• participate in the Panel's review of its own remit and effectiveness;
• ensure that it receives, and understands, documents that describe how Internal
Audit will fulfil its objectives (e.g. the Internal Audit strategy, Internal Audit Annual
Plan and progress reports);
• report the outcomes on Internal Audit work in sufficient detail to allow the Panel to
understand what assurance it can take from that work and/or what unresolved
risks or issues it needs to address;
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8. Good Practice Principle 4— Scope of work (continued)
• establish whether anything arising from the work of the Panel requires
consideration of changes to the audit plan (and vice versa); and
• present annually an overall opinion on the control environment, the extent to
which the audit plan has been achieved and a summary of any unresolved issues.
8.7

Further information on assessing the quality of the Internal Audit service is available
to members via the PSIAS framework which can be located at:
org/policy−and−guidance/standards/public−sector−internal−audit−standards
http:/Iwww. cipfa.
External audit

8.8

External audit has a different focus from Internal Audit; they report to external
stakeholders (the Controller of Audit and the Accounts Commission) in addition to
officers and elected members of the Council. They also have to communicate
relevant matters relating to the audit of the financial statements to those charged
with governance.

8.9

Each year the Council's appointed external auditors present a report to the Audit and
Scrutiny Panel setting out their planned external audit activities for the coming
financial year and how they plan to discharge their responsibilities as laid out in Audit
Scotland's 'Code of Audit Practice' and the relevant International Standards on
Auditing. The core elements of their work include:
• providing an audit opinion on the Council's financial statements and those of the
relevant registered charities administered by the Council;
• undertaking and reporting on interim audit fieldwork reviewing the Council's
accounting systems and corporate governance arrangements;
• work associated with the wider dimensions of public sector, including
considerations relating to value for money (VFM), best value, financial stability
and financial management; and

• any other work requested by Audit Scotland.
8.10 The Audit and Scrutiny Panel shall be required to review:
• the external audit plan;
• the arrangements for ensuring that there is effective liaison between Internal and
external Audit;
• all matters relating to external audit, including audit planning, action points and all
external audit reports received by the Council, including national reports and the
'How councils work' series; and
• the monitoring and implementation of external audit recommendations and ensure
that management takes appropriate action to implement the agreed
recommendations.
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9. Good Practice Principle 5— Communication and reporting
Principle 5 − 'The Audit Committee should ensure that it has effective
communication with all key stakeholders, e.g. the Chief Executive, the Head of Audit
and Inspection, the external auditor, Risk Manager and other relevant assurance
providers.'
9.1

To ensure the Audit and Scrutiny Panel is effectively engaged, it is essential for the
Panel to have good relationships and communication with those it seeks briefings
from and those it provides assurances to.
Communication with the Policy & Resources Committee

9.2

The work of the Audit and Scrutiny Panel needs to be communicated appropriately if
it is to be effective. It is considered good practice for the Audit and Scrutiny Panel
to submit periodic reports on its work to the Policy and Resources Committee and
this is formalised through the production of its annual report on the annual audit
process and annual accounts.
Communication with the Chief Executive

9.3

The Chief Executive and Assistant Chief Executives are accountable to elected
members for the operations within their respective areas of responsibility and
therefore for addressing the findings of audit reports.
In addition, they are
responsible for signing off the action plans for implementing audit recommendations
and as such may be invited to the Panel to discuss any audit matters relating to their
areas of control.

9.4

The Chief Executive has the role of maintaining the strategic link between elected
members and all other parties who may attend the Audit and Scrutiny Panel
meetings. The Chief Executive is also the direct line manager with responsibility for
Internal Audit.
Communication with the Section 95 Officer and Head of Audit and Inspection

9.5

The Section 95 Officer and the Head of Audit and Inspection should be the key
points of contact for Audit and Scrutiny Panel members in relation to audit matters.
The Panel may need advice from these officers on most, if not all, of the matters
taken to it. Thus the Section 95 Officer and Head of Audit and Inspection will
normally be expected to attend all meetings to fulfil this function which, in turn, will
give the Panel additional credibility. The Head of Audit and Inspection will also meet
privately with the Audit and Scrutiny Panel if required.
Communication with External Audit

9.6

9.7

It is deemed good practice for the external auditor to communicate planned external
audit activity to senior management of an organisation and to those elected
members charged with governance matters, but it is for the external auditor alone to
determine the work considered necessary by them to fulfil their responsibilities.
The appointed external auditor is normally invited to attend all meetings of the Audit
and Scrutiny Panel. The Panel may also meet privately and separately with the
external auditor, independent from officer and/or senior management.
Reporting

9.8

The Audit and Scrutiny Panel's annual report includes an overview of the key
aspects of the Panel's work for the past year and is prepared as part of the annual
review cycle of annual accounts and the wider governance framework. This report
needs to be open and honest in presenting the Panel's view if it is to be of real
benefit to the Council.
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9. Good Practice Principle 5— Communication and reporting (continued)
9.9

The annual report should present the Audit and Scrutiny Panel's opinion on:
• the council's financial management and corporate governance arrangements;
• matters arising from Internal Audit and external audit reviews and management's
responses to these issues;
• matters arising from the annual Accounts and the external audit annual report;
and
• the Panel's view of its own effectiveness.
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Appendix A − Internal Audit Strategy 2015−16 to 2017−18 (approved February 2015)
Our environment
The Council faces significant financial pressures. Although significant financial savings
have been delivered yet more will be required. The scale of financial savings still
required is likely to mean that the Council will face difficult decisions about which services
to stop or reduce and significant on−going pressure to ensure that those which remain are
delivered in a cost−effective manner. At the same time, the demands on Council services
are increasing and the expectations of the public in terms of the range and quality of
services offered by the Council will remain high. The public also increasingly expects
services to be provided in a way that is more visibly integrated and joined−up for people
who use them.
The Council's Transformation Programme and wider public sector reforms have resulted,
and are likely to continue to result, in significant changes in the Council's organisational
structure and the way in which it operates and delivers services. These developments
are likely to continue for the foreseeable future and will result in increased emphasis on
project and programme management, service redesign, contract management,
commissioning and regulation, financial management, performance management and
how best to secure the benefits of new technology.
In this environment, Internal Audit will also need to change and adapt what it does and
consider how to ensure that it can continue to operate efficiently and effectively and to
demonstrate relevance and value to the Council.
Our strategic objectives
Our aim is to provide a high quality and customer focused internal audit service which is
responsive and flexible, consistent with best professional practice, focuses on areas that
matter, uses resources efficiently and effectively, and which is seen by stakeholders as
adding value and making a vibrant and relevant contribution to the Council.
We will do this by:
• supporting elected members and senior management in undertaking their roles by
providing an independent, objective assurance and consulting activity designed to add
value and improve the effectiveness of the Council's operations;
• delivering an internal audit service which fulfils the role and responsibilities given to it
by the Council as laid out in the Internal Audit Charter approved by the Audit and
Governance Panel, the Chief Executive and the Council's s95 officer;
• providing an internal audit service in accordance with the Public Sector Internal Audit
Standards (PSIAS) and the associated CIPFA Local Government Application Note
(LGAN);
• helping to drive improvements in the Council's risk management, internal control,
governance and service delivery arrangements and making a positive contribution to
the overall management of the authority; and
• focusing our resources on providing assurance on the management of the Council's
key strategic priorities and risks.
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Appendix A − Internal Audit Strategy 2015−16 to 2017−18 (approved February 2015)
(continued)

Delivering our strategy
Providing assurance and adding value
We will deliver our strategy through a range of assurance outputs for senior management and
the Audit and Governance Panel focused on cyclical coverage of key strategic priorities and
corporate risks (including cyclical coverage of key financial systems in line with external audit
expectations), corporate risk management and corporate governance arrangements. Our
work will include in−depth assessments of how well key risks and priorities are being managed
and by examining and reporting on the adequacy, effectiveness and efficiency of relevant
management arrangements, we will add value by highlighting scope for improvement.
We will also seek to contribute to the Council's achievement of best value and value for
money by providing independent assurance on relevant management arrangements and by
constantly being aware of the need to highlight where scope for improved efficiency may
exist.
Independence and objectivity
Although part of the Council, we recognise that independence and objectivity are important
attributes, not only in complying with best professional practice, but in ensuring that we can
contribute most effectively to the Council's governance arrangements. We greatly value our
independence and objectivity and are committed to demonstrating these attributes in all that
we do.
Continuing to develop our investigative capability
We will continue to develop our investigative capability where there is a need to establish
facts or where there is potential evidence of irregularity. We will work with management to
continually improve the Council's anti−fraud arrangements and to ensure that key fraud risks
are identified and appropriately managed. We will respond quickly to relevant issues drawn
to our attention by Councillors, management and members of the public.
Support for the Audit and Governance Panel
We will work closely with the Audit and Governance Panel which takes evidence from Internal
Audit reports. We will continue to help the Panel discharge its responsibilities and to respond
more quickly to emerging issues. We will develop an effective working relationship with the
Convener of Audit and Governance to help them shape the work of the Panel.
Securing influence
We want Services to view Internal Audit as a valuable resource that can help achieve
corporate and service objectives. We will seek, where appropriate, to become involved in
relevant emerging issues at an early stage and to provide advice and guidance to prevent
problems or weaknesses arising and to ensure effective and efficient use of Council
resources.
Developing our people to make sure we have the right skills
The Council's Transformation Programme and the wider public sector reform agenda will
present a challenge to Internal Audit staff as we continue to change the ways we have
traditionally worked and the behaviour we value. As well as continuing to invest in our core
internal audit skills, we will continue to enhance the range of other skills within Internal Audit
needed to focus our work on the key strategic risks and priorities faced by the Council.
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Appendix A − Internal Audit Strategy 2015−16 to 2017−18 (approved February 2015)
(continued)

Delivering our strategy (continued)
External audit
We will seek to ensure that the Council's appointed external auditor is, where appropriate,
able to place reliance on our work. We will work closely with external audit to ensure that
the external audit process is conducted appropriately and that due consideration is given
to matters arising.
Resource requirements
Internal Audit services are expected to be provided by an in−house team during the period
covered by this strategy. The Audit Manager will continue to annually assess the level
and capacity of internal audit resources and will report to the Audit and Governance
Panel on the adequacy, or otherwise, of the resources available to him.
Delivering high performance
We will seek to measure the success of this strategy and will set out a performance
This will include
management framework against which we will report regularly.
stakeholder feedback on their perceptions of Internal Audit and our work. We will also
continue to challenge ourselves to work as efficiently as possible by seeking to ensure
that our own use of resources is cost−effective and to seek continuous improvements in
our audit methodologies and other internal processes.
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Appendix B − Internal Audit Charter (approved January 2016)
**Note: The Audit and Governance Panel has been replaced by the Audit and
Scrutiny Panel with effect from May 2017. The revised terms of reference for the
new Panel are detailed in Appendix 1.
Introduction

2.

The purpose of this charter is to define what Internal Audit is and to explain its
purpose, authority and responsibilities.
Internal Audit is an independent, objective assurance and consulting activity
designed to add value and improve the effectiveness of the Council's operations. It
assists the Council by providing a systematic and disciplined approach to the
evaluation of the Council's risk management, internal control and governance
processes in accordance with the Public Sector Internal Audit Standards (PSIAS)
and the associated CIPFA Local Government Application Note (LGAN).

3.

While there is currently no statutory requirement for internal audit within local
authorities in Scotland, it is widely recognised that an effective internal audit function
is regarded as a matter of good practice. In this regard, the Council recognises the
mandatory nature of the PSIAS and the need to ensure compliance with the PSIAS
and LGAN.

4.

For the purposes of implementing the PSIAS and LGAN, which make widespread
use of the terms 'board' and 'senior management', the Council defines 'the 'board' as
the Audit and Governance Panel and 'senior management' as the Corporate
Management Team. The Audit and Governance Panel's terms of reference were
most recently approved by the Council in May 2012 **

5.

In undertaking its responsibilities, Internal Audit will have due regard to the particular
roles and responsibilities of the Council's Chief Executive (as the head of the paid
service), the Head of Business for Financial Solutions (as the Council's Section 95
Officer) and the Head of Business for Legal and Democratic Solutions (as the
Council's Monitoring Officer).

6.

It is primarily the responsibility of line management to establish internal control and
Internal Audit should not be seen as a substitute for effective control. Internal Audit
activity is planned to provide assurance to senior management and elected members
on the Council's control environment and to enable an annual opinion to be given by
the Head of Audit and Inspection on the adequacy and effectiveness of internal
controls within the authority.

Authority
7.

Internal Audit is established by the Council and governed by the Council's policies,
procedures, rules and regulations.
These include the Council's Financial
Regulations and other policies including guidance notes on Fraud and Defalcation.

8.

Internal Audit staff have unrestricted access to all Council records and can require
and receive any explanations from Council staff as considered necessary to allow
Internal Audit to fulfill its role and responsibilities, Internal Audit staff also have
authority to enter Council premises or land at all reasonable times.
Where internal audit work is undertaken for parties external to the Council, such as
ALEO's, the nature of services to be provided will be detailed in a Service Level
Agreement.

9.
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Appendix B − Internal Audit Charter (approved January 2016) (continued)
Professionalism
10. Internal Audit will meet the standards laid down by the PSIAS and LGAN and other
relevant professional guidance. Internal Audit will also adhere to all relevant Council
policies and procedures.
Organisation
11. Internal Audit is located within the Chief Executive's Office and the Head of Audit
and Inspection reports directly to the Chief Executive in accordance with the
Council's updated Financial Regulations.
Independence and objectivity
12. The Head of Audit and Inspection also has unrestricted access to the Convenor of
the Audit and Governance Panel and the Council's appointed external auditor.
13. As one of the main determinants of the effectiveness of Internal Audit is that it is
seen to be independent, to ensure this, Internal Audit will operate within a framework
that allows unrestricted access to senior management and provides for segregation
from operational management and/or operational responsibilities. In this regard,
Internal Audit will have no direct operational responsibility or authority over any of
the activities audited and will not implement internal controls, develop procedures,
install systems, prepare records or engage in any other activity that may impair
Internal Audit's ability to be objective.
14. Internal Audit will remain free from interference by any element of the Council,
including matters of audit selection, scope, procedures, frequency, timing or report
content to enable the maintenance of a necessary independent and objective
approach.
15. Internal Audit staff must exhibit the highest level of professional objectivity in
gathering, evaluating and communicating information about the activity or process
being examined. Internal Audit must make a balanced assessment of all the
relevant circumstances and not be unduly influenced by its own interests or by
others in forming their judgements.
16. The Head of Audit and Inspection will report to the Audit and Governance Panel, at
least annually, the organisational independence of the internal audit function.
17. Internal Audit will not normally undertake additional consulting−type services that
have not already been included in the audit plan. Where significant work of this type
is to be undertaken, approval will normally be sought from the Audit and Governance
Panel (or the Convener where no meeting of the Panel is scheduled) before the
engagement is accepted. Where consulting−type services and/or non−audit activities
are undertaken, the Head of Audit and Inspection will ensure that appropriate
arrangements are put in place to avoid any actual or perceived conflicts of interest.
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Appendix B − Internal Audit Charter (approved January 2016) (continued)
Responsibility
18. Internal Audit's primary objectives are to:
• provide a high quality and effective audit service which complies with professional
best practice and that meets the needs of the Council; and
• assist the Audit and Governance Panel to effectively discharge its role and responsibili
19. The scope of internal auditing encompasses, but is not limited to, the examination and
evaluation of the adequacy and effectiveness of the Council's risk management, control
and governance processes. This includes:
• evaluating the reliability and integrity of information and the means used to identify,
measure, classify and report such information;
• evaluating the systems established to ensure compliance with those policies, plans,
procedures, laws and regulations which could have a significant impact on the
Council;
• evaluating the Council's arrangements for safeguarding its assets and interests from
losses of all kinds, including those arising from fraud, irregularity or corruption;
• evaluating the effectiveness and efficiency with which Council resources are
employed;
• monitoring and evaluating corporate governance processes;
• monitoring and evaluating the Council's risk management arrangements;
• evaluating operations and programmes to ascertain whether results and outcomes are
consistent with established objectives and goals and whether operations or
programmes are being carried out as planned;
• reporting periodically on the internal audit function's purpose, authority, responsibility
and performance relative to its plan;
liaising
with the Council's external auditors to ensure appropriate
natioeffectively
n
• co−ordi
of work so that assurance from both internal and external sources is
provided cost effectively; and
• reporting significant risk exposures and control issues, including fraud risks,
governance issues, and other matters required or requested by the Audit and
Governance Panel.
Internal Audit Plan
20. At least annually, the Head of Audit and Inspection will submit to senior management and
the Audit and Governance Panel an internal audit plan for review and approval. The
internal audit plan will consist of a work programme and resource requirements for the
year. If appropriate, the Head of Audit and Inspection will communicate the impact of any
resource limitations.
21. The internal audit plan will be developed based on a prioritisation of the Council's
operations using a risk−based methodology, including input of senior management,
designed to make best use of the Internal Audit resources. Although the Head of Audit
and Inspection will consult with relevant stakeholders prior to presenting the plan for
approval, responsibility for the preparation and execution of the audit plan and subsequent
Internal Audit activities rests solely with the Head of Audit and Inspection.
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Appendix B − Internal Audit Charter (approved January 2016) (continued)
Reporting and monitoring
22. A written report will be prepared and issued by the Head of Audit and Inspection
following the conclusion of each substantive internal audit assignment and will be
distributed as appropriate. Internal Audit outputs will also be reported to the
Corporate Management Team and the Audit and Governance Panel.
23. The internal audit report will normally include management's response
corrective action taken or to be taken in response to the specific findings
recommendations.
Management responses should include the name of
responsible officer, a timetable for anticipated completion of action to be taken
an explanation where any corrective action will not be implemented.

and
and
the
and

24. Internal Audit will also undertake appropriate follow−up on assignment findings and
recommendations.
25. The Head of Audit and Inspection will periodically report to senior management and
the Audit and Governance Panel on the internal audit function's purpose, authority
and responsibility as well as performance relative to its plan. Reporting will also
include significant risk exposures and control issues, including fraud risks,
governance issues and other matters needed or requested by senior management
and the Audit and Scrutiny Panel.
26. In addition, the Head of Audit and Inspection will inform senior management and the
Audit and Governance Panel on the internal audit function's quality assurance and
continuous
self−assessmentsimprovement programme, including results of ongoing internal
and external assessments conducted at least every five years.
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Appendix C − Key questions for an audit committee to ask
Note: This list of questions is not intended to be exhaustive or restrictive, nor should it be
treated as a tick list substituting a detailed consideration of the issues it raises. Rather it is
intended to act as a 'prompt' to help the Audit and Scrutiny Panel ensure that their work is
comprehensive.
On the strategic processes for risk and control, how do we know that:
• the risk management culture is appropriate?
• the executive has clearly articulated and communicated its risk appetite?
• there is a comprehensive process for identifying and evaluating risk and for deciding
what levels of risk are tolerable?
• the risk register is an appropriate reflection of the risks facing the council?
• appropriate ownership of risk is in place?
• management has an appropriate view of how effective the control environment is?
• risk management is carried out in a way that really benefits the organisation or it
treated as a box ticking exercise?
• the Council as a whole is aware of the importance of risk management and of the
council's risk priorities?
• the system of control will provide timely indicators of things going wrong?
On risk management processes, how do we know:
• how senior management support and promote risk management?
• how well people are equipped and supported to manage risk well?
• that there is a clear risk strategy and policies?
• that there are effective arrangements for managing risks with partners?
• that the organisation's processes incorporate effective risk management?
• if risks are handled well, considering:
• key strategic risks can change very quickly?
• scenario planning and stress testing?
• 'bubbling under' risks?
• whether the risk focus is wide enough?
• considers 'external and emerging risks'?
• reviews 'financial' risks and 'non−financial' risks?
• experience of managing similar sized organisations;
• if risk management contributes to achieving outcomes?
• that management are regularly reviewing top risks?
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Appendix C − Key questions for an audit committee to ask (continued)
On the planned activity and results of both internal and external audit work, how do
we know that:
• the internal audit strategy is appropriate for delivery of reasonable assurance on the
whole of risk, control and governance?
• the internal audit plan will achieve the objectives of the internal audit strategy and, in
particular, whether it is adequate to facilitate reasonable assurance on the key risks
facing the organisation?
• Internal audit has appropriate resources, including skills, to deliver its objectives?
• Internal Audit takes appropriate account of other assurance activity, especially in the
first and second line (and that this assurance is understood and owed by
management?
• Internal Audit recommendations that have been agreed by management are actually
implemented?
• any issues arising from line management not accepting internal audit
recommendations are appropriately escalated for consideration?
• the quality of internal audit work is adequate?/what does the Public Sector Internal
Audit Standards (PSIAS) assessment say about the quality of the internal audit
service?
• there is appropriate co−operation between the internal and external auditors?
• the management team has taken all necessary steps to make themselves aware of
any relevant information and that auditors are aware of that information?
On financial management, the accounting policies, the accounts and the Council's
annual report, do we know:
• how effective and accurate budgeting and in−year forecasting is?
• the finance section is fit for purpose?
• what the 'hidden' financial risks are relating to (inter alia):
• human resource issues such as equal pay?
• Value added tax?
• Project over−runs?
• Sudden or unexpected loss of funding/revenue?
• that the accounting policies in place comply with relevant requirements, particularly the
Code of Practice on Local Authority Accounting and International Financial Reporting
Standards (IFRS)?
• that there has been due process in preparing the accounts and annual report and that
process is robust?
• that the accounts and annual report have been subjected to sufficient review by the
executive and by the Head of Business for Financial Solutions?
• that when new or novel accounting issues arise, appropriate advice on accounting
treatment has been gained?
• that there is an appropriate anti−fraud policy in place and that losses are suitably
recorded and responded to?
• that suitable processes are in place to ensure accurate financial records are kept?
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Appendix C − Key questions for an audit committee to ask (continued)
• that suitable processes are in place to ensure fraud is guarded against and regularity
and propriety is achieved?
• that financial control, including the structure of delegations, enables the organisation to
achieve its objectives with good value for money?
• whether there are any issues likely to lead to qualification of the accounts?
• if the accounts have been qualified, that appropriate action is being taken to deal with
the reason for qualification?
• that issues raised by the External Auditors are given appropriate attention?
On the adequacy of management response to issues identified by audit activity,
how do we know that:
• the implementation of recommendations is monitored and followed up?
• there are suitable resolution procedures in place for cases when management reject
audit recommendations which the auditors stand by as being important?
On assurances relating to the corporate governance requirements for the council
and the annual Governance Statement, how do we know that:
• Corporate governance arrangements operate effectively and are clear to the whole
organisation?
• the Council's Annual Governance Statement is meaningful and that robust evidence
underpins it?
• the Governance Statement appropriately discloses action to deal with material
problems?
• the executive is appropriately considering the results of the effectiveness review
underpinning the Annual Governance Statement?
• the range of assurances available is sufficient to facilitate the drafting of a meaningful
annual 'Governance Statement'?
• those producing the assurances understand fully the scope of the assurances they are
being asked to provide and the purpose to which it will be put?
• effective mechanisms are in place to ensure that assurances are reliable and
adequately evidenced?
• assurances are 'positively' stated (i.e. premised on sufficient relevant evidence to
support them)?
• the assurances draw appropriate attention to material weaknesses or losses which
should be addressed?
• the annual 'governance statement' realistically reflects the assurances on which it is
premised?
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Appendix C − Key questions for an audit committee to ask (continued)
On the work of the Audit and Scrutiny Panel itself, how do we know:
• that we are being effective in achieving our terms of reference and adding value to
corporate governance and control systems of the Council?
• that we have the appropriate skills mix?
• that we have an appropriate level of understanding of the purpose and work of the
council?
• that we have sufficient time to give proper consideration to our business?
• that our individual members are avoiding any conflicts of interest?
• what impact we are having on the council?
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AppendixD − Glossary of Terms
Annual
Governance
Statement

An annual statement included in the accounts and signed by the Chief
Executive and Council Leader which reports on the Council's corporate
governance arrangements and the extent to which these have operated as
expected during the year. It is an important mechanism for reporting the
results of management's own assessment of where the organisation is and
what planned actions for improvement are being taken forward.

Audit
certificate

The document which contains the
organisation's accounts.

Audit
Committee

Audit committees monitor and review the organisation's risk, control and
governance processes and the associated assurance processes. This is
done through a process of constructive challenge.

Audit
Scotland

Audit Scotland is the statutory body that provides services to the Auditor
General and the Accounts Commission, including undertaking value for
money studies on their behalf. Audit Scotland also provides guidance and
support to all auditors and, on behalf of the Auditor General and the
Accounts Commission, monitors their performance through a rigorous
quality appraisal process.

Best Value

To secure continuous improvement by challenging their existing ways of
delivering services, comparing their costs with other authorities and
external bodies, consulting with consumers and stakeholders over the
services that should be delivered and, where appropriate, subjecting
services to competition from outside.

Corporate
Governance

The framework that ensures that an organisation fulfils its overall purpose,
achieves its intended outcomes for citizens and service users, and
operates in an effective, efficient and ethical manner.

External
Audit

External
properly
relevant
possible

Internal
Audit

Internal Audit is an independent and objective assurance service within an
organisation responsible for helping to improve the organisation's risk
management, control and governance procedures and for providing
assurance to management and elected members on these matters.

Internal
Audit Plan

A planned programme of work prepared by the Head of Audit and
Inspection to support the preparation of an opinion by him/her on the
overall soundness of the Council's internal control system.

Internal
Controls

The systems an organisation has in place to manage and mitigate risk and
to make sure that intended objectives are achieved.

Risk
Assessment

A summary of the risks facing an organisation, detailing all major risks it
faces; the likelihood of their occurrence; their potential impact; and factors
in place to mitigate these risks.

opinion

of the auditor of an

auditors check that the annual accounts of a public sector body
reflect the financial year, funds were spent in accordance with
regulations or directions and that the body achieves the best
value for public money.
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Appendix 3
Scrutiny overview
The rationale
Effective scrutiny of the council's performance and policies is a crucial responsibility for
Elected Members. As an essential element in good governance scrutiny provides a forum for
the challenge process, it also affords an opportunity to encourage best practice, drive
improvement, and contribute to the delivery of Best Value. As such the context within which
the scrutiny function of the Audit and Scrutiny Panel operates is directed by the following:
The statutory public performance reporting duty − this expects local authorities to report a
range of information setting out (a) performance in improving local public services, (b)
performance in improving local outcomes, (c) performance in engaging with communities
and service users and responding to their views and concerns, (d) performance in
achieving best value, including use of performance benchmarking, options appraisal,
and use of resources, and (e) performance in accordance with the Local Government
Benchmarking Framework (LGBF).
The Best Value duty − this requires local authorities to make arrangements which secure
continuous improvement in the performance of their functions. A new national approach
to auditing Best Value, being rolled out by Audit Scotland from October 2016, has a
number of prevailing principles. This includes a need for the pace, depth, and continuity
of improvement to increase, audit work that has a strong focus on the quality of service
experienced by the public and the outcomes achieved for communities, integration of the
national audit work applied in local government, joined up working with other scrutiny
bodies, and effective scrutiny arrangements.
Good governance principles − this requires, inter alia, local authorities to implement
arrangements that ensure intended outcomes are defined and achieved. This also
requires:
− performance management that facilitates effective and efficient delivery of planned
services
− a culture and structure for scrutiny as a key part of accountable decision making,
policy making, and review processes
− accountability that is not only concerned with reporting on actions completed, but also
ensures that stakeholders are able to understand and respond as the organisation
plans and carries out its activities in a transparent manner
The overarching framework
The current local government landscape with budget pressures, short−term financial
planning, cost pressures, and the impact of national policy decisions combined with service
pressures (such as increasing demand, maintaining and improving services, staff reductions,
and transformational change) mean that appropriate scrutiny arrangements, clear and
manageable information, and open and transparent reporting are even more critical.
The council's Improvement and Accountability Framework, approved in March 2017, aims to
support the scrutiny function through a corporate approach to performance management and
improvement. A composite overview of planning, performance measurement I monitoring I
management, and improvement activity is gained from the framework which also aims to
promote ownership, accountability, and transparency. Importantly the framework is also
designed to facilitate a focus on improvement, impact, and effectiveness of processes, rather
than the processes themselves.
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The scrutiny function
The scrutiny function is "to provide a challenge and scrutiny function to examine council
performance and achievements against planned outcomes and priorities, ensuring a
programme of scrutiny activity that makes a positive contribution to continuous improvement
in council operations and the quality of public services".
The programme of work to support this function is aligned to the Improvement and
Accountability Framework.
The work programme

PEar

(

GlenjUAO

The scrutiny function will enable Elected Members to review
council performance and progress in delivering upon the priorities,
outcomes, programme of work, and targets in the business plan
(including commissioning policy reviews as required).
The scrutiny function will enable Elected Members oversight of
the council's approach in terms of reporting performance to the
public (i.e. public performance reporting in line with the statutory
duty).
The scrutiny function will provide Elected Member with an
overview of the annual Local Scrutiny Plan undertaken by the
Local Area Network as part of the national Best Value work
programme, and also the new national approach to auditing Best
Value.
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The role of performance measures
Performance measures play a vital role when scrutinising performance, they help to:
Reduce performance in an area of activity to a number of key measures.
•
Make performance more understandable and digestible.
•
Identify areas of council activity that are performing effectively.
•
Contribute to informed decision making.
•
Identify significant trends or changes in performance.
•
Inform external stakeholders.
•
Demonstrate compliance for statutory or regulatory functions.
•
However, a single or small number of measures rarely provides enough information on their
own to give a comprehensive picture of performance of a service or function. Additional
information should be considered to ensure a more rounded and complete picture of
performance.
Performance information is therefore best analysed in three ways:
1.
2.
3.

Comparison to target.
Trend comparisons.
National comparisons.

1.

Comparison to target

This involves comparing performance for a particular period against the target (and
thresholds) which have been set by a service. This analysis results in a corresponding RAG
status being applied, as defined in the diagram on the left below. An illustration of how this
works in practice is provided below on the right:

Indicator doesn't meet
target and performance is
outt,jitfl tt)e thresholdsJ
Indicator Currently doesn't
meet target, performance is
o f f traCic but nosignificant
issues yet − one to watch
Indicator is on target and
performance iswittiin 'tie
thresholds

Target = 98%
x

Tbresflolds +2 1 −
2

x

2023119 performance

(i.e. 100% − 96%)

=

98.9910

SO

Green

Indicator exceeds
expectations, performance
surpasses tile target

2. Trend comparisons
This involves comparing recent performance with previous year's performance, as illustrated
in the example below:
Example − Pest control visits, high priority −
% made within 2workmg days
100.0%
99.0%
98.0%
97.0%
96.0%
95.0%
2011/12

2012113

2013114

However, looking at trend values alone does not necessarily show a complete picture.
Drilling down from the trend values to look at the volume of business and reviewing the
comments can provide added context to help explain the current performance position.
Esamp − Pest cotitrol VISit5, n o pdoflly.
% m560wtm
Working ctays

Y e i f f − Total
reCeiVed

Total dealt
with Inidayx

•
116

•

201i/22

1,569

9,987

98.2%

2012113

3,890

3,771

98.2%

2013119

61199

6,098

98.4%
•

High ristc peStS = rats, WaSPS, coct(Toact)es,
Fleas, and bed buss
Pest control jobs are subject to seasonal
variation which includes weather and climate
Factors; the exceptiOnallYwarmand tong
summer OF 2013[24 has had an impact on the
volume levels OF high visIt pest t)4*S.
This can be seen through the 60% increase in
the volume OF business From 2o121L3to2ol4'l4.

3. National comparisons
This involves comparing the council's performance with national figures; as illustrated in the
example below:
Example − Cost of roads maintenance per kilometre of roads

Note, the inclusion of figures for rural/semi rural
and island councils can impact on the viability of
using Scotland's averages for comparator
purposes.

15,003.00− −−−−−−−−−−−−−−−−−−−−−−−−−−

Where available, family group figures (e.g. with
councils that have similar population and/or
economic and social conditions) can provide a
more realistic and meaningful comparison.
iti/
F
Y 2010111avs
J

FY 2011112
!

E

—

Compartvon

C a m p
Soiiand average

FY2O1Z/13
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,

FY 2013114
i

o

n

fanv/y group average

Not all indicators have corresponding national or
family group comparators.

For information, family groupings for Local Government Benchmarking Framework (LGBF)
indicators are as follows:
• For indicators where social context is known to influence key factors in performance, such
as individual outcomes (e.g. educational attainment), North Lanarkshire Council's family
group comprises Western Isles, Dundee City, East Ayrshire, North Ayrshire, lnverclyde,
West Dunbartonsh ire, and Glasgow City.
• For indicators where population dispersion is known to influence key factors in
performance, such as intensity and wear and tear on infrastructure (e.g. roads
maintenance costs), North Lanarkshire Council's family group comprises Falkirk, East
Dunbartonshire, Aberdeen City, City of Edinburgh, West Dunbartonshire, Dundee City and
Glasgow City.
The challenge
The following prompts are designed to provide Audit and Scrutiny Panel Members with points
to consider during the scrutiny process; however Members are free to ask other questions.
•
•
•
•
•

Does the performance information presented allow for an assessment of the impact of
the service delivered and/or the outcome that has been achieved for service users?
Is performance improving, steady, or declining?
Why has any variance in performance occurred over the period presented?
What is the scope for improvement, what can be improved?
Does the information demonstrate efficient use of resources?
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•
•
•
•
•

What impact will current performance levels have on service users and/or residents?
What are the implications for service users if a target is not met?
To what extent is the service achieving the policy intended?
Is there other information required to fully assess performance?
Are we delivering best value? How do we know?
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