Audit and Governance Committee
Meeting to be held on Monday, 3 April 2017

Electoral Division affected:
(All Divisions);

Internal Audit progress report
Appendices 'A' and 'B' refer

Contact for further information:
Ruth Lowry, Head of Internal Audit Service,
ruth.lowry@lancashire.gov.uk

Executive Summary

This report highlights key issues that the Audit and Governance Committee should
be aware of in fulfilling its role of providing independent oversight of the adequacy of
the County Council's governance, risk management and internal control framework.
It highlights issues arising from the work undertaken during the period to the middle
of March 2017 by the Internal Audit Service under the agreed internal audit plan.

Recommendation

The Audit and Governance Committee is asked to consider the Internal Audit
Service progress report for the period to the middle of March 2017.

Background and Advice

Definition of internal auditing
"Internal auditing is an independent, objective assurance and consulting activity
designed to add value and improve an organisation’s operations. It helps an
organisation accomplish its objectives by bringing a systematic, disciplined
approach to evaluate and improve the effectiveness of risk management, control
and governance processes."
"The provision of assurance services is the primary role for internal audit in the
UK public sector. This role requires the chief audit executive to provide an
annual internal audit opinion based on an objective assessment of the
framework of governance, risk management and control."
The Institute of Internal Auditors, and
Public Sector Internal Audit Standards, 2016

Relevant regulations
Internal audit: "A relevant authority must undertake an effective internal audit to
evaluate the effectiveness of its risk management, control and governance
processes, taking into account public sector internal auditing standards or
guidance."
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Regulation 5. (1)
Review of internal control system: "A relevant authority must, each financial year
(a) conduct a review of the effectiveness of the system of internal control ... and
(b) prepare an annual governance statement."
Regulation 6. (1)
Accounts and Audit Regulations 2015
Internal audit assurance
Internal audit assurance is stated in the following terms:
Full assurance: there is a sound system of internal control which is designed
to meet the service objectives and controls are being consistently applied.
Substantial assurance: there is a generally sound system of internal control,
designed to meet the service objectives, and controls are generally being
applied consistently. However some weakness in the design and/ or
inconsistent application of controls put the achievement of particular objectives
at risk.
Limited assurance: weaknesses in the design and/ or inconsistent application
of controls put the achievement of the service objectives at risk.
No assurance: weaknesses in control and/ or consistent non-compliance with
controls could result/ have resulted in failure to achieve the service objectives.

Consultations

Implications:

This item has the following implications, as indicated: none.

Risk management

This report supports the Audit and Governance Committee in undertaking its role,
which includes providing independent oversight of the adequacy of the County

Council's governance, risk management and internal control framework.
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