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Lorraine Farrow, Principal Auditor / Deputy Internal Audit and Assurance 
Manager, Lancaster City Council 

1 Introduction

1.1 All principal local authorities and other relevant bodies subject to the Accounts 
and Audit (England) Regulations 2015 (amended), the Accounts and Audit 
(Wales) regulations 2005, section 95 of the Local Government (Scotland) Act 
1973 and the Amendment to the Local Government (Accounts and Audit) 
Regulations (Northern Ireland) 2006 must make provision for internal audit in 
accordance with the Public Sector Internal Audit Standards (PSIAS) as well 
as the (CIPFA) Local Government Application Note.

1.2 A professional, independent and objective internal audit service is one of the 
key elements of good governance in local government.

1.3 The PSIAS require that an external assessment of an organisation’s internal 
audit function is carried out once every five years by a qualified, independent 
assessor or assessment team from outside of the organisation. External 
assessments can be in the form of a full external assessment, or a self-
assessment with independent external validation.

1.4 The Lancashire Districts Chief Auditor Group (LDCAG) has established a 
‘peer-review’ process that is managed and operated by the constituent 
authorities. This process addresses the requirement of external assessment 
by ‘self-assessment with independent external validation’ and this report 
presents the summary findings of the review carried out on behalf of Allerdale 
Borough Council.

1.5 “An independent assessor or assessment team” means not having either a 
real or an apparent conflict of interest and not being a part of, or under the 
control of, the organisation to which the internal audit activity belongs.” This 
review has been carried out by the Head of Internal Audit at Wyre Council and 
the Principal Auditor at Lancaster City Council. Their ‘pen pictures’, outlining 
background experience and qualifications, are included at Appendix A.

2 Approach/Methodology

2.1 The LDCAG has agreed a detailed Memorandum of Understanding (MoU) 
that outlines the broad methodology for the conduct of this review. A copy of 
the MoU is available upon request. However, in summary, the key elements of 
the process are:

 The peer review is undertaken in three stages: pre-review; on-site review; 
post-review and covers audit activity during the period covered in the 
latest Head of Internal Audit Annual Report and Opinion. For this review 
the Internal Audit Annual Report for the year ending 2016/17 has been 
considered. 
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 Allerdale Borough Council has completed and shared its self-evaluation of 
the Internal Audit service together with any relevant supporting 
evidence/documentation in advance of on-site review commencement. 
The LDCAG has agreed that the self-assessment will use the CIPFA 
Local Government Application Note (LGAN) questionnaire. Typically, 
supporting evidence will include the Internal Audit Plan and Charter, The 
Head of Internal Audit Annual Report and Opinion, Quality Assurance and 
Improvement Programme and examples of final audit reports.

 To support the on-site review, a customer survey form has been issued to 
key personnel within the authority being reviewed. 

 The review itself comprised a combination of ‘desktop’ and ‘actual on-site’ 
review. 

 The review cannot reasonably consider all elements of the LGAN self-
assessment and the review team used the ‘desktop’ period to determine 
strengths, weaknesses and subsequent key lines of enquiry in order that 
the review itself is risk-based, timely and adds real value. Allerdale’s 
Internal Audit has been assessed against the three broad themes of: 
Purpose and Positioning; Structure and Resources; and Audit Execution. 
Impact is considered an overarching theme within these areas. 

 Upon conclusion, the Review team offers a ‘true and fair’ judgement and 
each Authority will be appraised as Conforms, Partially Conforms or 
Does Not Conform against each thematic area of the LGAN, from which 
an aggregation of the three themed scores gives an overall Authority 
score. 

3 Summary Findings

3.1 Following a detailed examination process, the review team has concluded the 
following judgements:

Area of Focus Judgement

Purpose & Positioning Conforms

Structure & Resources Conforms

Audit Execution Conforms

Overall Judgement: Conforms

Assessment against the individual elements of each area of focus is included 
in the table at Appendix B.
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3.2 Positive overall observations

Overall, the peer review at Allerdale was very positive. It was very clear from 
interviewing the Senior Management Team (SMT) that the role of Head of 
Audit is seen as a key part of the governance framework. Although the HIA is 
relatively new to the role and the organisation, she has made quite a big 
impact on the organisation, actively taking the lead on a number of key 
corporate initiatives. She is highly respected and valued by the SMT and 
attends SMT meetings regularly to raise the profile of governance, internal 
control and risk management. 

Developing detailed risk registers and carrying out extensive assurance 
mapping across the council’s services has meant the HIA has been able to 
develop an audit plan which is well informed and features the key risks of the 
organisation. 

Of the 327 questions on the CIPFA LGAN checklist, the last self-assessment 
completed by the HIA in September 2017 identified an overall significant level 
of compliance, with only one area of non-compliance and 15 instances of 
partial compliance. Following the validation of the self-assessment, the peer 
review team can confirm it accurately reflects the IA function and identified no 
un-reported none or partial conformance. 

3.3 Significant Observations (leading to a ‘does not conform’ judgement)

There are no significant observations.

3.4 Minor Observations (areas for improvement/development, minor elements of 
non-conformance, gaps in ‘good practice’ statement)

The minor observations are detailed in 3.4.1 to 3.4.6 below.

Purpose and Positioning - Independence

3.4.1 The PSIAS state that ‘internal audit activity must be independent and internal 
auditors must be objective in performing their work’. During the peer review it 
was identified that the HIA has recently been given managerial responsibility 
within the Human Resources Section. Whilst it is acknowledged that HIA are 
now taking on more managerial responsibility outside the scope of audit, 
consideration should be given as to what controls need to be put in place to 
ensure any work completed will conform with the PSIAS covering 
independence and objectivity.   

Audit Execution – Quality Assurance & Improvement Programme
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3.4.2 Following the introduction of the PSIAS in 2013, CIPFA produced the ‘Local 
Government Application Note’. The Application Note contains a checklist for 
assessing conformance with the PSIAS, and the Local Government 
Application Note. It also contains a checklist to compare the old 2006 local 
Government Code with the new standards. To comply with the PSIAS and the 
Accounts and Audit Regulations 2015, a review of the effectiveness of the 
system of internal control must be completed each financial year and the 
results submitted to the appropriate body for approval.   

3.4.3 Whilst collating evidence for the peer review it was identified that the full 
checklist for assessing compliance against the PSIAS and the Application 
Note had not been completed by the HIA and that she had only used the 
comparison checklist in 2016. After this was highlighted, the full checklist was 
completed for the purpose of the peer review. 

Audit Execution - Reporting

3.4.4 Discussions with the SMT identified that the HIA will attend SMT on a regular 
basis to update them on any outstanding audit recommendations. Whilst SMT 
found this exercise useful, it was felt that some managers were only paying 
‘lip service’ to the recommendations agreed and that it was clear to MT in 
some instances that the practicality and timescales stated in the reports were 
unachievable. 

3.4.5 To ensure managers are more accountable for their own service risks, it is 
suggested that the HIA considers compiling the action plan with the auditees 
at the closure meeting. This will give managers the opportunity to inform the 
auditor about any service pressures or reasons why identified risks are not 
being addressed as expected by the auditor. In compiling the action plans this 
way, it will hopefully make the follow-up process more efficient and make the 
action plan more useful to the service manager.  

Audit Presence & Visibility

3.4.6 The interview process highlighted that whilst the HIA is very much ‘adding 
value’ at SMT level in relation to governance, risk management and internal 
control, comments made during the interviews highlighted that this is not 
being fed down through the organisation. The role of the audit team is 
extensive, and the SMT should work with the HIA to promote the work of the 
audit team to ensure the organisation is made aware of what other advice and 
assistance the audit team can offer in addition to the scheduled audit 
assignments. 
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3.5 PSIAS Action Table

This details suggested actions to improve the service, its status or impact and 
quality of the service provided. The points raised in 3.3 above are contained in 
this action table at Appendix C.
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Appendix A

Review Team

Joanne Billington
Joanne has been Head of Audit for Wyre Council for 8 years but has over 15 years 
audit experience. She has a wealth of experience in the management and operation 
of internal audit functions at both County and District councils. She is a fully qualified 
member of the Chartered Institute of Internal Auditors (MIIA) and holds a 
Qualification in Internal Audit Leaderships (QIAL). Joanne also sits on CIPFA’s North 
West Audit and Governance Group. 

Lorraine Farrow
Lorraine is currently the Principal Auditor / Deputy Head of Audit at Lancaster City 
Council and has worked with Lancaster’s Internal Audit Team for over 30 years 
gaining a variety of experience during that time. She is a fully qualified member of 
the Association of Chartered Certified Accountants.
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Appendix B

Detailed Assessment

PSIAS
Ref C
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Purpose & positioning
1000  Remit X
1000  Reporting lines X
1110  Independence X See 3.4.1 above
2010  Risk based plan X
2050  Other assurance 

providers
X

Structure & resources

1200  Competencies X
1210  Technical training & 

development
X

1220  Resourcing X
1230  Performance 

management
X

1230  Knowledge 
management

X

Audit execution

1300  Quality Assurance & 
Improvement 
Programme

X See 3.4.2 – 3.4.3 above

2000  Management of the 
IA function

X

2200  Engagement 
planning

X

2300  Engagement 
delivery

X

2400  Reporting X See 3.4.4 – 3.4.5 above 
2450  Overall opinion X

Conforms X Partially 
Conforms

Does Not 
Conform
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Allerdale Borough Council Internal Audit Service – PSIAS Action Table                                                                                          Appendix C                       

The following points for consideration to develop the Audit Function arise from the review undertaken:

PSIAS Ref Report ref Point For Consideration Responsible Action

1110
Organisational 
Independence

3.4.1 During the peer review it was identified that the HIA 
has recently been given managerial responsibility 
within the Human Resources Section. Consideration 
should be given as to what controls need to be put in 
place to ensure any work completed will conform with 
the PSIAS covering independence and objectivity.   

ARA Manager and 
Head of Governance

HR Audit Review 
completed by ARA 
Officer prior to acting up 
position taking place. 
Head of Governance 
will deputise should a 
conflict of interest arise 
during this short term 
arrangement.

1311
Internal 

Assessments

3.4.2 To comply with the PSIAS and the Accounts and 
Audit Regulations 2015 a review of the effectiveness 
of the system of internal control must be completed 
each financial year and the results submitted to the 
appropriate body for approval. Whilst collating 
evidence for the peer review it was identified that the 
full checklist for assessing compliance against the 
PSIAS and the Application Note had not been 
completed and approved by the appropriate body. It 
should be noted that the checklist was completed for 
the purpose of the review and assurance given by the 
HIA that this will be reported to Audit Committee in 
due course. 

ARA Manager Completed – present to 
audit committee 12/2/18
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PSIAS Ref Report ref Point For Consideration Responsible Action

N/A
Identified by
Interviews

3.4.4 To ensure managers are more accountable for their 
own service risks, it is suggested that the HIA 
considers compiling the action plan with the auditees 
at the closure meeting. This will give managers the 
opportunity to inform the auditor about any service 
pressures or reasons why identified risks are not 
being addressed as expected by the auditor. In 
compiling the action plans this way, it will hopefully 
make the follow-up process more efficient and make 
the action plan more useful to the service manager.

  

ARA Team The team will adopt this 
approach where 
beneficial and we will 
review the impact via 
the performance 
information for agreed 
actions.

N/A
Identified by
Interviews

3.4.6 The interview process highlighted that whilst the HIA 
is very much ‘adding value’ at SMT level in relation to 
governance, risk management and internal control, 
comments made during the interviews highlighted that 
this is not being fed down through the organisation. 
The role of the audit team is extensive, and the SMT 
should work with the HIA to promote the work of the 
audit team to ensure the organisation is made aware 
of what other advice and assistance the audit team 
can offer in addition to the scheduled audit 
assignments.

ARA Manager The ARA Manager now 
attends SMT and can 
offer audit advice and 
guidance to key 
strategic projects as 
they arise in the 
planning phase. ARA 
Manager is meeting all 
Heads of Service on a 
121 basis to inform the 
18/19 annual audit plan 
and to offer advice and 
assistance to support 
their priorities.


