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Executive Summary 

The purpose of this report is to present elected members with an update on how management are 
progressing the recommendations made in the independent External Quality Assurance Review 
(EQAR) of the Council’s Internal Audit function which assessed the function’s compliance with the 
Public Sector Internal Audit Standards (PSIAS) and was reported to the Panel in September 2019. 

The independent external assessment concluded that the Internal Audit Service, within North 
Lanarkshire, fully conforms with the PSIAS.  The report contained an action plan and the Panel 
agreed that further reports providing updates on Internal Audit management’s progress implementing 
these improvement actions would be submitted to future reports of the Panel. 

As well as providing a general update, this report also seeks the Panel’s approval to a revised 
performance framework for Internal Audit which has been developed in response to one of the 
recommendations contained within the EQAR report. 

 

Recommendations 

The Panel is invited to: 

(a) to approve the proposed Internal Audit performance framework at Appendix 2; and 

(b) note the report. 

 

The Plan for North Lanarkshire:  

Priority:   All priorities 

Ambition statement All ambition statements 
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1. Background 

1.1  A professional, independent and objective internal audit service is one of the key 
elements of good governance, as recognised throughout the UK public sector. 

1.2 Compliance with the Public Sector Internal Audit Standards (PSIAS) is mandatory for 
all public sector organisations including local government, central government 
departments, agencies and executive NDPBs.  These standards, which are based on 
the mandatory elements of the International Professional Practices Framework (IPPF) 
of the Global Institute of Internal Auditors (IIA), are intended to promote further 
improvement in the professionalism, quality, consistency and effectiveness of internal 
audit across the public sector. 

1.3 The objectives of the PSIAS are: 

 to define the nature of internal auditing within the UK public sector; 

 to set basic principles for carrying out internal audit in the UK public sector; 

 to establish a framework for providing internal audit services, which add value to an 
organisation, leading to improved organisational processes and operations; and 

 to establish the basis for the evaluation of internal audit performance and to drive 
improvement planning. 

1.4 The PSIAS includes core principles, a code of ethics and a number of operational 
standards with which Internal Audit functions are expected to comply. 

1.5 An important element of the PSIAS is a requirement for regular self-evaluation, but in 
addition, the PSIAS also require an independent external quality assurance review 
(EQAR) to be conducted at least once every five years and reported to key stakeholders 
including senior management and the audit committee. 

 

2. Report 

2.1 The overall conclusion of the EQAR reported to the Panel in September 2019 was that 
the Internal Audit Service, within North Lanarkshire, fully conforms with the PSIAS, with 
most aspects fully compliant with the detailed requirements of PSIAS and one area 
which generally conforms. 

2.2 The review highlighted some areas where it considered improvements could be made 
and these issues together with management responses, including planned actions and 
timescales, were incorporated within the Action Plan. 

2.3 Appendix 1 provides an update on progress and the current status of agreed actions to 
address the issues identified.  Among the most significant are the proposals to include 
more formal customer feedback from key stakeholders as part of a revised performance 
management framework for Internal Audit. 

2.4 Internal Audit has always had methods in place to assess operational performance 
such as adherence to budget, coverage of the plan and timeliness of report issuance.  
And while these metrics are essential to stay on top of how the function is operating, it 
is recognised that they are often internally focused and don’t align particularly well to 
what stakeholders value most. 

2.5 At a time of increasing financial pressure, Internal Audit recognises that as well as 
focusing on adding value it must also seek to be able to clearly demonstrate its value 
to the organisation.  The proposed performance framework at Appendix 2 attempts to 
address this issue by proposing metrics that provide more relevant and valuable 
performance information in respect of Internal Audit’s mandate as well as stakeholder 
expectations.  Subject to the Panel’s approval, it is proposed that the revised 
performance framework is fully implemented from April 2020. 

  



 

 

 

2.6 In seeking stakeholder feedback, we propose to adopt two different mechanisms 
separating Service feedback in respect of completed audit assignments from feedback 
from CMT and members of the Panel on how well the function is meeting their 
expectations and the role and responsibilities given to the function in the Internal Audit 
Charter.  Both forms of feedback will be gathered electronically and reported as part of 
the reporting framework outlined in Appendix 2. 

2.7 Further reports providing updates on progress implementing the EQAR improvement 
actions will be submitted to future meetings of the Panel. 

 

3. Equality and Diversity 

Fairer Scotland  No relevant issues identified 

Equality Impact Assessment No relevant issues identified 

 

4. Implications 

Financial impact   None identified 

HR/Policy/Legislative Impact None identified 

Environmental Impact  None identified 

Risk Impact    None identified 

 

5. Measures of success 

5.1 The Council is committed to operating robust internal control and risk management 
arrangements, high standards of financial management and sound corporate 
governance arrangements (of which an effective Internal Audit function forms part) 
which underpin the delivery of Council services and the achievement of planned 
outcomes and corporate priorities. 

5.2 Both Internal and External Audit report to the Audit and Scrutiny Panel on their 
assessment of the adequacy and effectiveness of the Council’s internal controls, risk 
management, financial management and corporate governance arrangements.  

 

6. Supporting documents 

Appendix 1 – EQAR Action Plan – progress to date 
Appendix 2 – Proposed Internal Audit performance framework 

 
 

 
Ken Adamson, Audit and Risk Manager 
 

 



 

Appendix 1 EQAR Action Plan – progress to date 

 Finding/Recommendation Priority Management Comment Current status 

1 Arrangements are in place for Internal Audit team 
members to declare interests / conflicts. There is 
scope to ensure that a process is in place to 
ensure that, once the plan is approved, any 
relevant declaration of interest / conflicts are 
raised by the Internal Audit team and are taken 
into consideration when planning the allocations 
of audits to individual team members.  

There is also scope to ensure that, for any 
additional work undertaken during the year, 
similar arrangements are in place. 

3 Staff are generally well-aware of expectations 
in relation to the need to avoid any perceived 
or actual conflicts of interest and are generally 
pro-active in highlighting any relevant issues 
well in advance to line management.  We will, 
however, incorporate formal requests to staff 
on this issue when the Annual Plan is 
approved by the Audit and Scrutiny Panel and 
from relevant staff when any additional work 
not included in the Plan is scheduled. 

Complete 

1. Annual return completed by all staff requiring 
notification of relevant potential conflicts of 
interest. 

2. E-mail issued to staff requesting notification 
of any of conflicts of interest in relation to the 
approved 2019-20 Internal Audit Annual 
Plan.  This exercise will be repeated annually 
following approval by the Panel of future 
years’ plans. 

2 Responsibility for Corporate Risk Management 
sits with the Audit & Risk Manager. This 
additional responsibility was added to the 
portfolio in 2017, however no reference was 
made to this potential impairment in 
independence and objectivity within the Annual 
Report for 2017/18. 

2 This issue was specifically addressed in the 
2019-20 Annual Plan submitted to the Audit 
and Scrutiny Panel in June 2019.  That report 
confirmed that appropriate arrangements in 
line with those laid out in the Internal Audit 
Charter were in place to ensure that the Panel 
could be confident of the independence and 
robustness of Internal Audit reviews of the risk 
management function.  We will ensure that 
similar commentary is explicitly included in 
future year’s Annual Reports. 

Not yet due 

Implementation planned - June 2020  

To be addressed when next Annual Report is 
prepared. 

3 Whilst staff have an awareness of IT risks and 
controls, the ICT audit specialist role has not 
been filled since 2017. The impact of this on the 
level of assurance over IT related matters may 
require further consideration. 

2 The section has never had a formal IT auditor 
post but previously had staff with an IT audit 
qualification.  Individual staff have some 
degree of experience in IT auditing but we will 
re-consider whether the absence of a 
dedicated IT audit resource is materially 
impacting on our work and if so, how we might 
address any deficiency. 

Complete 

Management has considered this issue and 
concluded that the absence of a dedicated IT 
audit resource is not unduly impacting on our 
ability to undertake necessary work.  We will, 
however, continue to periodically revisit this issue 
to ensure that we can fulfil the expectations 
placed upon us. 

We will continue to look to enhance our capacity 
in this area through continuous professional 
development with two Internal Audit staff due to 
attend IT audit training courses in January 2020. 



 

 Finding/Recommendation Priority Management Comment Current status 

4 In order to monitor the performance of the internal 
audit activity, the Audit & Risk Manager should 
review arrangements for seeking feedback as 
part of on-going performance monitoring. 

3 There are relatively few widely recognised 
ways of measuring Internal Audit 
performance, but during 2019-20, we will look 
to develop and implement a balanced suite of 
performance indicators (which will include 
some measure of satisfaction or feedback 
from key stakeholders). 

Complete (upon approval of this report) 

Appendix 2 contains proposals for gathering 
feedback as part of our revised approach to 
ongoing performance monitoring. 

5 There is scope to clearly document the rationale 
in arriving at the Annual Internal Audit Plan in 
order to demonstrate factors that the Audit & Risk 
Manager has taken into account when arriving at 
the Annual Internal Audit Plan. This includes the 
risk assessment underpinning the Plan. 

As part of this, there is further scope to improve 
the documentation of the consideration of the 
organisation’s overall assurance framework. 

There is further scope to consider prioritising IA 
planned work within the plan so that elected 
members can ensure that those areas of greatest 
risk are covered (particularly relevant if any 
changes are required in coverage) 

3 Whilst considerable detail was included in the 
2019-20 Annual Plan submitted to the Audit 
and Scrutiny Panel for approval in June 2019, 
more information in respect of risk 
assessments, the use of other sources of 
assurance and the relative degree of priority 
attached to different pieces of work will be 
included within future Annual Plans.  

Not yet due 

Implementation planned - April 2020  

To be addressed when next Annual Plan is 
prepared. 

6 There is an Internal Audit Manual however this 
has not been reviewed recently.  

3 Whilst the core audit methodology has not 
significantly changed since the Internal Audit 
Manual was last updated, it is recognised that 
the Audit Manual should be reviewed to 
ensure that it remains up-to-date and 
reflective of current practice and expectations. 

Not yet due 

Implementation planned - March 2020  

Work to address this recommendation will 
commence early in 2020. 

7 The Audit & Risk Manager has yet to carry out an 
assurance mapping exercise to identify and 
determine the approach to using other sources of 
assurance 

2 It is recognised that approaches to date 
regarding the identification and use of other 
sources of assurance could be better 
formalised and we will look to develop 
assurance mapping to inform future planning 
and decision-making. 

Not yet due 

Implementation planned - March 2020  

We are currently reviewing good practice and 
how other public bodies address this issue.  Work 
to address this recommendation will commence 
early in 2020. 



 

 Finding/Recommendation Priority Management Comment Current status 

8 The Internal Audit intranet pages are largely out 
of date and refer to the reporting line for the Audit 
& Risk Manager as being to the Director of 
Finance & Resources. 

3 We will review and refresh the Internal Audit 
intranet pages to ensure that the information 
available to stakeholders is relevant and up-
to-date. 

Outstanding 

Staff have now attended relevant corporate 
training to enable them to act as ‘content editors’ 
and the Internal Audit intranet pages will be 
updated shortly. 

Implementation planned - December 2019 

9 The Annual Report does not include a summary 
of the performance of the internal audit activity 
against its performance measures and targets. 

2 We will ensure that the 2019-20 Annual 
Report incorporates information on a suite of 
performance indicators as agreed with key 
stakeholders (i.e. the Audit and Scrutiny Panel 
and CMT). 

Not yet due 

Implementation planned - June 2020  

Stage 1: Complete (upon approval of this 
report) 

Appendix 2 contains proposals for a revised 
approach to ongoing performance monitoring.  
Relevant information will be included in future 
Internal Audit reports as appropriate. 

 

Key to grading of Recommendations  

1. Critical 
2. Requires Addressing 
3. Housekeeping 
4. Value for Money 

  



 

Appendix 2 Proposed Internal Audit performance framework 

Category Measure 
Internal Audit 
management 

Reported to 
Chief 

Executive/CMT 

Reported to 
A&SP 

(Quarterly) 

Reported 
to A&SP 
(Annual) 

1. Delivery of Annual Plan  Percentage completion of agreed plan X X  X 

2. Targeting Percentage of key corporate risks and key financial systems 
over which assurance provided 

X X  X 

3. LGBF - Efficiency Cost of Internal Audit per £ million revenue budget X   X 

4. LGBF - Efficiency % of productive hours delivered v Plan X   X 

5. Delivery / 
recommendations 

Percentage implementation of agreed actions by 
implementation date (cumulative year to date) 

X X X X 

6. Delivery / other Number of significant irregularity / fraud investigations X X  X 

7. Customer satisfaction 
results 

Scores from customer satisfaction questionnaires (audit 
assignments) (cumulative year to date) 

X X X X 

8. Customer satisfaction 
results 

Scores from key stakeholders (CMT and A&SP) 
questionnaires (overall performance of the function) 

X X  X 

9. Quality / standards Reliance placed by External Audit on the work of Internal 
Audit 

X X  X 

10. Quality/ standards Quality review outcomes – EQAR or internal self-evaluation X X  X 

11. Delivery of Annual 
Report 

Annual opinion /report prepared by 31 May annually X X 
 

X 

12. Targeting Approval by CMT and A&SP of strategy and annual plan 
by 31 May annually 

X X 
 

X 

Internal management performance indicators 

13. Efficiency Actual v planned days on completed assignments X    

14. Efficiency Time between completion of fieldwork and draft reports 
being issued  

X 
 

 
 

15. Efficiency Time between draft reports and final reports being issued X    

 


