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1. Introduction 

1.1 Internal audit within the public sector in the United Kingdom is governed by the 

Public Sector Internal Audit Standards (PSIAS), which have been in place since 1st 

April 2013 (revised 2016 and 2017). In local government, the way internal audit 

services operate is more flexible than in other parts of the public sector where 

there is a large degree of central control.  To ensure local authority internal audit 

services apply the PSIAS in a uniform way, the Chartered Institute of Public 

Finance and Accountancy (CIPFA) has produced the local government application 

note (LGAN) which provides additional detail for each of the individual standards. 

The LGAN is mandatory for local authorities.   

1.2 All public sector internal audit services are required to measure how well they are 

conforming to the standards.  This can be achieved through undertaking periodic 

self-assessments, external quality assessments, or a combination of both methods.  

However, the standards state that an external reviewer must undertake a full 

assessment or validate the internal audit service’s own self-assessment at least 

once in a five-year period.   

1.3 Copeland Borough Council (CBC) has commissioned CIPFA to undertake this 

external quality assessment and this report sets out their findings. 

2. Background 

2.1 Copeland Borough Council has a small Internal Audit Team with an establishment 

comprising an Audit Manager and 1.6 full time equivalent Senior Auditors, 

however, the Audit Manager post has been vacant since the summer of 2019. 

Given the problems experienced by other councils in the region in recruiting 

qualified staff, the Council decided not to try  to fill the post but instead this role 

has been taken on by the Council’s Director of Financial Resources (the Section 151 

Officer) who is CIPFA qualified. Whilst this arrangement is permitted, it is not 

common in the local government sector and is far from ideal as the Director of 

Financial Resources has management and operational responsibility for a number 

of services that are subjected to regular internal audit. Consequently, there are 

potential impairments to the independency and objectivity of both the Chief Audit 

Executive (CAE) and Section 151 Officer roles.     

2.2 The two Senior Auditors are experienced local government internal auditors 

however neither of them holds a relevant professional qualification; both having 

only reached level three of the Association of Accounting Technicians (AAT) 

qualification.      

2.3 From an operational perspective, the Internal Audit Service reports directly to the 

Council’s Corporate Leadership Team (CLT) and the Audit Committee (AC). Whilst 

on paper these reporting lines are clear and as expected by the PSIAS, in practice 

they are more opaque as the CAE is also the Section 151 Officer and is part of the 

CLT. The CLT and the AC are the two bodies that fulfil the roles of ‘senior 

management’ and ‘the board’, as defined by the PSIAS, and although they are set 

out in the Council’s audit charter they are not directly referenced to the PSIAS. 

Regular reports on the audit plan, progress on delivering the audit plan, and the 

CAE’s annual opinion and outturn are made to the CLT and the AC.  

2.3 Internal Audit has an audit manual that contains the basic processes for the Senior 

Auditors to follow and is underpinned with standard template documents for the 

engagement working papers and testing schedules, engagement terms of 

references, action plans and audit reports.  

2.4 The Service is too small to warrant the expenditure on an audit management 

software application and although the Service has used the IDEA audit data 

interrogation and analysis software in the past, they do not have a current licence 

for the application.    
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2.5 The Service has a quality assurance process in place, but this is currently limited to 

undertaking periodic self-assessments of the Service against the PSIAS, and the  

EQA. The Council operates a staff appraisal and development process but formal 

appraisals of the two Senior Auditors had not been undertaken for some time, 

although the assessor understands that the Director of Financial Resources met 

with each of them to discuss potential training requirements and studying for 

professional qualifications whilst this EQA was in progress.  

2.6 There are  other factors that have had an impact on the Council and Internal Audit 

that the assessor is aware of and has taken note of during this EQA.  

i. The first of these is the fact that CBC was subjected to a catastrophic 

cyberattack back in 2017, the result of which was the complete loss of most 

of its data and information technology systems. It has taken several years to 

recover from this and although significant progress has been made, there are 

still some systems that are not fully recovered. 

ii. The second factor is the on-going COVID-19 pandemic which, like all local 

authorities around the UK, has had a huge impact on service delivery and, in 

the case of Internal Audit, compiling and delivering an audit plan with 

sufficient assurance reviews to enable the CAE to deliver a meaningful annual 

opinion for 2020/21. 

iii. The third factor is the local government reorganisation for Cumbria which 

went out for consultation earlier in 2021 and resulted in a number of 

alternative proposals being submitted to the Ministry of Housing, 

Communities and Local Government to consider. On the 22 July 2021 the 

Communities Minister issued his decision and Cumbria is to become two 

unitary authorities from April 2023. Copeland will join with Allerdale Borough 

Council, Carlisle City Council and part of Cumbria County Council. This 

decision will undoubtedly have an impact on the way that CBC chooses to 

deal with the issues identified during this EQA. 

iv. The fourth and final factor is the Section 24 notice that the Council’s external 

auditor, Grant Thornton, issued in February 2021. This requires CBC to 

undertake the full EQA of the internal audit service that is due in 2021, and in 

addition, to undertake an effectiveness review of the Audit Committee to 

strengthen the internal control environment at the authority. 

 

3. Validation Process 

3.1 The EQA comprises a combination of a review of the evidence provided by Internal 

Audit; a review of a sample of completed internal audits, chosen by the assessor; 

and a series of (virtual) interviews using MS Teams with key stakeholders. The 

interviews focussed on determining the strengths and weaknesses of Internal Audit 

and assessed the Service against the four broad themes of Purpose and 

Positioning; Structure and Resources; Audit Execution; and Impact. 

3,2 Internal Audit provided a range of documents that were available for examination 

prior to and during this EQA.  These documents included the: 

 self-assessment against the standards; 

 the audit charter;  

 the annual reports and opinions; 

 the audit plan; 

 audit procedures manual;  

 a range of documents and records relating to the team members; and  
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 progress and other reports to the Audit and Governance Committee. 

All of the above documents were examined during the EQA. 

3.3 The EQA was carried out from the 21st June through to the 9th July 2021, and 

involved interviews with the key personnel from CBC, the AC, and external audit.   

3.4 A questionnaire was sent to a range of other key stakeholders (Officers and 

Members) in advance of the assessment commencing and the results analysed 

during the review.  The response rate to the survey was very low, particularly from 

Officers. A summary of the survey results is shown at appendix A of the report.   

3.5 The assessor also carried out an end-to-end review of a sample of seven completed 

audits to confirm his understanding of the audit process used by Internal Audit. 

 

4. Opinion 

 

It is our opinion that Copeland Council’s Internal Audit Service 

PARTIALLY CONFORM to the requirements of the Public Sector Internal 

Audit Standards and the CIPFA Local Government Application Note. 

 

The table below shows Copeland Borough Council’s Internal Audit Service’s level of 

conformance to the individual standards assessed during this external quality 

assessment: 

Standard / Area Assessed Level of Conformance 

Mission Statement & Definition of 

Internal Audit 

Partially Conforms 

Core principles Partially Conforms 

Code of ethics Partially Conforms 

Attribute standard 1000 Generally Conforms 

Attribute standard 1100 Generally Conforms 

Attribute standard 1200 Partially Conforms 

Attribute standard 1300 Partially Conforms 

Performance standard 2000 Partially Conforms 

Performance standard 2100 Generally Conforms 

Performance standard 2200 Generally Conforms 

Performance standard 2300 Generally Conforms 

Performance standard 2400 Partially Conforms 

Performance standard 2500  Generally Conforms 
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Standard / Area Assessed Level of Conformance 

Performance standard 2600 Generally Conforms 

 

5. Areas of general conformance with the Public Sector Internal Audit 

Standards 

5.1 Attribute Standard 1000 – Purpose, Authority and Responsibility 

The purpose, authority and responsibility of the internal audit activity must be 

formally defined in an internal audit charter, consistent with the Mission of Internal 

Audit and the mandatory elements of the International Professional Practices 

Framework (the Core Principles for the Professional Practice of Internal Auditing, 

the Code of Ethics, the Standards and the Definition of Internal Auditing). The 

internal audit charter must be reviewed regularly and presented to senior 

management and the audit panel for approval.   

Internal Audit has produced an audit charter that generally fulfils the requirements 

of the PSIAS. It is reviewed and approved by the Audit Committee annually.  We 

are satisfied that the Service generally conforms to attribute standard 1000 and 

the LGAN although there are two observations that should be addressed.  

The first observation relates to the provision of consultancy services. The audit 

charter refers to these but does not define what consultancy services are, as 

required by the PSIAS. There is no definition or section for consultancy services in 

the audit manual. (Action 12).  

The second relates to the potential impairment to the objectivity and independence 

of the Chief Audit Executive who is also the Council’s Director of Financial 

Resources and Section 151 Officer as the Council has been unable to fill the vacant 

Audit Manager post.  Whilst this arrangement is permitted, it is not ideal, although 

the Council has arrangements in place to mitigate any potential impairment and 

maintain the independence and objectivity of both roles. There are however 

alternative models that should be explored by the Council, for example a shared 

service arrangement with one of the other Councils that will join with Copeland to 

become the new West Cumbria Unitary Authority. (Action 1).   

5.2 Attribute Standard 1100 – Independence and Objectivity 

Standard 1100 states that the internal audit activity must be independent, and 

internal auditors must be objective in performing their work. 

Having spoken to key stakeholders and reviewed a number of documents produced 

by the Internal Audit Service, we are satisfied that the Internal Audit Service 

generally conforms with attribute standard 1100 and the LGAN although there are 

three observations that should be addressed. 

The first of these relates to the dual role of the Director of Financial Resources and 

Chief Audit Executive referred to under attribute standard 1000 above. (Action 1). 

The second observation is linked to the first observation and relates to the 

disclosure of this potential impairment to independence and objectivity. Whilst this 

is set out in the audit charter, along with the brief details of the mechanism that 

the Council has put in place to reduce the impact of this potential impairment, the 

same cannot be said for the annual report. Paragraph 2.1 of the 2020/21 annual 

report states that there have been no threats to the independence of Internal Audit 

and makes no mention of the dual role of the CAE and S151 Officer. In such 

circumstance it is good practice to make reference to the potential impairment in 

the annual report to remove any element of doubt for the reader as this document 
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looks back at the year just ended, whereas the audit charter is designed to be 

forward looking. (Action 8). 

The third observation relates to the audit manual which does not include any 

procedures regarding maintaining independence and objectivity and how auditors 

should deal with any potential impairments should they arise. We therefore suggest 

that a section on independence and objectivity is added to the audit manual. 

(Action 14). 

5.3 Performance Standard 2100 – Nature of Work 

Standard 2100 covers the way the internal audit activity evaluates and contributes 

to the improvement of the organisation’s risk management and governance 

framework and internal control processes, using a systematic, disciplined and risk-

based approach.   

The clear indication from this EQA is that Internal Audit generally conforms to 

performance standard 2100 and the LGAN. There are no observations for this 

standard.  

5.4 Performance Standard 2200 – Engagement Planning 

Performance standard 2200 requires internal auditors to develop and document a 

plan for each engagement, including the engagement’s objectives, scope, timing 

and resource allocations.  The plan must consider the organisation’s strategies, 

objectives, and risks relevant to the engagement. 

We reviewed the processes used by Internal Audit for planning audit engagements 

and found that they generally conformed to performance standard 2200, the LGAN, 

and Internal Audit’s own procedures. There is however one observation that should 

be addressed and this  relates to the number of days required to perform the 

various audits. For the majority of the engagements in the annual plan, the 

number of days allocated to each audit is set at a uniform 20 days whereas we 

would have expected to see some variation in the number of days if the plan had 

been based on an assessment of the actual work required to complete each review. 

We suggest that the Service undertakes an in-depth review of the number of days 

realistically required for each audit assignment. (Action 15).    

5.5 Performance Standard 2300 – Performing the Engagement 

Performance standard 2300 seeks to confirm that internal auditors analyse, 

evaluate and document sufficient, reliable, relevant and useful information to 

support the engagement results and conclusions, and that all engagements are 

properly supervised.   

We reviewed a sample of audits performed by the Internal Audit Service and found 

that they generally conformed to performance standard 2300 and the LGAN, 

however there are two observations that need to be addressed. 

The first observation relates to the materiality of the recommendations arising from 

the audit reviews. From the evidence that we have seen there does not appear to 

be any assessment of the materiality of the issues that have been identified i.e. the 

impact the issue has on the Council as a whole, or indeed the cost benefit of the 

suggest recommendation. It is suggested that materiality and the cost benefit of all 

recommendations are taken into consideration. (Action 13).  

The second observation relates to the supervision of the audit engagements. From 

the sample of audits examined during this EQA we found the recording of the 

supervision undertaken by management to be variable. When the Audit Manager 

was in post, we found the recording of the supervision of the engagements to be 

satisfactory, however since the post became vacant supervision of the 

engagements has fallen to the Director of Financial Resources and, coupled with 

the COVID-19 pandemic, we have found that the recording of the supervision 
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undertaken for audit engagements has been undertaken to be limited and needs to 

be strengthened. (Action 5). 

5.6 Performance Standard 2500 – Monitoring Progress 

There is a comprehensive follow-up process in place, the objective of which is to 

monitor management’s progress towards the implementation of agreed actions. 

The results of this process are reported to the Audit Committee and although 

management have been relatively slow to implement agreed actions in the past 

progress has improved in recent months. From this EQA, it is evident that the 

Internal Audit Service generally conforms to performance standard 2500 and the 

LGAN. 

5.7 Performance Standard 2600 – Communicating the Acceptance of Risk 

Standard 2600 considers the arrangements which should apply if the CAE has 

concluded that management has accepted a level of risk that may be unacceptable 

to the Council.  Situations of this kind are expected to be rare, consequently, we 

did not see any evidence of these during this EQA. From this EQA, it is evident that 

the Internal Audit Service generally conforms to performance standard 2600 and 

the LGAN. 

6. Areas of partial conformance with the Public Sector Internal Audit 
Standards and the CIPFA Local Government Application Note 

6.1 Mission Statement and Definition of Internal Audit 

The definition of internal audit from the PSIAS is included in the audit charter but 

the mission statement from the PSIAS is not included. This needs to be added to 

the audit charter at the next revision. We therefore conclude that the Internal Audit 

Service partially conforms to this element of the standards. (Action 2). 

6.2 Core Principles for the Professional Practice of Internal Auditing 

The Core Principles, taken as a whole, articulate an internal audit function’s 

effectiveness, and provide a basis for considering the organisation’s level of 

conformance with the Attribute and Performance standards of the PSIAS.   

Given the number of observations and remedial actions we have identified and 

recorded under the attribute and performance standards, we are of the view that 

the Internal Audit Service partially conforms to the core principles.  

6.3 Code of Ethics 

The purpose of the Institute of Internal Auditors’ Code of Ethics is to promote an 

ethical culture in the profession of internal auditing, and is necessary and 

appropriate for the profession, founded as it is on the trust placed in its objective 

assurance about risk management, control, and governance.  The Code of Ethics 

provides guidance to internal auditors and in essence, it sets out the rules of 

conduct that describe behavioural norms expected of internal auditors and are 

intended to guide their ethical conduct. The Code of Ethics applies to both 

individuals and the entities that provide internal auditing services. 

Whilst the Internal Audit Service conforms to most of the elements of the Code of 

Ethics for Internal Auditors, the observations  relating to the development of the 

Senior Auditors that we have identified and recorded under the attribute and 

performance standards unfortunately means that the Internal Audit Service only 

partially conforms to the code of ethics.   

 6.4 Attribute Standard 1200 – Proficiency and Due Professional Care 

Attribute standard 1200 requires Internal Audit engagements are performed with 

proficiency and due professional care, having regard to the skills and qualifications 

of the staff, and how they apply their knowledge in practice.   
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From this EQA it is evident that Copeland Borough Council’s Internal Audit Service 

partially conforms with attribute standard 1200 and the LGAN. There are, however, 

a number of observations that need to be addressed.  

The first observation relates to the materiality of the recommendations arising from 

the audit reviews and this has been covered under performance standard 2300. 

(Action 12). 

The next group of observations all relate to having a skilled and competent internal 

audit service and the development of the Senior Auditors. Whilst it is appreciated 

that staff development has been difficult since the start of the pandemic, it is 

apparent that the Senior Auditors have had minimal internal audit related training 

and development for some time. 

The Chief Audit Executive should undertake an assessment of the skills of the two 

Senior Auditors and assess these with the needs of the Council.  As neither Senior 

Auditor holds a relevant professional qualification, the Council should also consider 

supporting them to obtain a suitable qualification. The results of the assessments 

should be discussed with the Senior Auditors at their annual appraisals which 

should be undertaken and documented on at least an annual basis and in 

accordance with CBC’s appraisal process. (Action 4). 

 The next observation relates to the recording of all learning and development 

undertaken by the Senior auditors. At the time of the EQA the only learning and 

development that they recorded on their development records related to a small 

number of general training courses, which, in our view did not demonstrate that 

they are maintaining their skills and knowledge. To overcome this shortfall, the 

Senior Auditors should consider recording all types of learning and development 

that they have undertaken, including reading technical publications and any 

research and knowledge up-dates undertaken prior to undertaking an audit. 

(Action 9). 

The last observation relates to the use of computer assisted audit techniques to 

audit processes that involve large volumes of data. These applications can provide 

the Council with an enhanced level of assurance as they can be used to test the 

whole population within the system rather than a sample of transactions. (Action 

16).  

6.5 Attribute Standard 1300 – Quality Assurance and Improvement 

Programmes 

This standard requires the Chief Audit Executive to develop and maintain a quality 

assurance and improvement programme that covers all aspects of the internal 

audit activity.   

We have examined the Internal Audit Services quality assurance and improvement 

programme (QAIP) and have identified three observations that need to be 

addressed. 

The first observation relates to the supervision of audit engagements and this has 

already been covered under performance standard 2300 above (Action 5). 

The second observation relates to the QAIP itself which needs to be strengthened 

and formally documented, taking into consideration a wide range of issues 

including the learning and development of the Senior Auditors, the performance of 

the service, any feedback received from stakeholders, learning points from audits, 

issues identified by external sources such as the CIPFA Better Governance Forum 

that may have an impact on the Council, and the outcomes from both the self-

assessments and this EQA. (Action 6). 

The third observation relates to the use of the statement ‘conforms to the public 

sector internal audit standards’ which is currently included in the annual report. 
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The standard states that this statement should only be used if it is supported by 

the outcomes of the QAIP. Unfortunately, this EQA has indicated that the Service is 

only partially conforming to the PSIAS and therefore  it is our opinion that the 

statement should not be used until the actions set out in the action plan relating to 

compliance with the PSIAS have been addressed and the Service generally 

conforms to the standards. (Action 3). 

6.6 Performance Standard 2000 – Managing the Internal Audit Activity 

The remit of this standard is wide and requires the Chief Audit Executive to 

manage the internal audit activity effectively to ensure it adds value to its clients.  

Value is added to a client and its stakeholders when internal audit considers their 

strategies, objectives, and risks; strives to offer ways to enhance their governance, 

risk management, and control processes; and objectively provides relevant 

assurance to them.  To achieve this, the Chief Audit Executive must produce an 

audit plan for each client, and communicate this and the Service’s resource 

requirements, including the impact of resource limitations, to senior management 

and the Audit Committee for their review and approval.  The Chief Audit Executive 

must ensure that Internal Audit’s resources are appropriate, sufficient, and 

effectively deployed to achieve the approved plan.   

The standard also requires the Chief Audit Executive to establish policies and 

procedures to guide the internal audit activity, and to share information, coordinate 

activities and consider relying upon the work of other internal and external 

assurance and consulting service providers to ensure proper coverage and 

minimise duplication of efforts.   

Last, but by no means least, the standard requires the Chief Audit Executive to 

report periodically to senior management and the Audit Committee on Internal 

Audit’s activities, purpose, authority, responsibility and performance relative to its 

plan, and on its conformance with the Code of Ethics and the Standards.  Reporting 

must also include significant risk and control issues, including fraud risks, 

governance issues and other matters that require the attention of senior 

management and/or the audit committee. 

The indication from this EQA is that Internal Audit partially conforms to standard 

2000 and the LGAN and there are a number of observations that should be 

addressed. 

The first of these relates to assessing the number of days required for each audit 

engagement and this issue has already been covered under performance standard 

2200 above. (Action 15). 

The next group of observations relate to the published audit plan. The published 

audit plan consists of a list of audits and the number of days allocated to each one, 

whereas the standards expect internal audit services to provide more detail to the 

audit committee, such as a brief outline of the scope of the proposed audit and a 

priority to be allocated to each audit linked to their importance to the Council as a 

whole. In addition, it is good practice to cross reference the published audit plan to 

the Council’s priorities and the strategic risk register as it demonstrates how the 

internal audit plan links to these other key documents. (Action 7). 

The last observation relates to providing a strategic or high-level statement to 

support the published audit plan. The strategic statement sets out how the Chief 

Audit Executive is going to deliver the audit plan. Whilst some information is 

provided in the covering report that accompanies the published audit plan, it is 

missing some key elements of a strategic statement and needs to be strengthened. 

(Action 10). 
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6.7 Performance Standard 2400 – Communicating Results 

This standard requires internal auditors to communicate the results of 

engagements to clients and sets out what should be included in each audit report, 

as well as the annual report and opinion.  When an overall opinion is issued, it 

must take into account the strategies, objectives and risks of the clients and the 

expectations of their senior management, the audit panels and other stakeholders. 

The overall opinion must be supported by sufficient, reliable, relevant, and useful 

information.  Where an internal audit function is deemed to conform to the PSIAS, 

reports should indicate this by including the phrase “conducted in conformance 

with the International Standards for the Professional Practice of Internal Auditing”.   

It is our view that Internal Audit partially conforms to performance standard 2400 

and the LGAN. Again, there are a number of observations relating to this standard 

that should be addressed. 

The first three observations relate to enhancing the recording of audit supervision, 

the preparation of a formal QAIP and reporting this to the audit committee, and the 

use of ‘conforms to the PSIAS statement in audit reports. These have all been 

covered above under performance standard 2300 for audit supervision, and 

attribute standard 1300 for the other two observations (Actions 5, 6, and 3). 

The next observations relate to addressing matters set out in audit reports that 

come to light after the report has been published and which result in a revised 

report being issued. Our experience shows that this is not a common scenario, 

however in the sample of completed audits that we have examined there was one 

occasion where this scenario has arisen. Although the audit report in question had 

been revised to include an assurance opinion that was weaker than the one 

included in the original published report, a revised report does not appear to have 

been issued to the relevant service managers, even though it had been reported to 

the Audit Committee with the lower opinion.  A post-audit review of this audit by 

Senior Management in the Council felt that the original assurance opinion given by 

Internal Audit was too high given the number of priority one and two status 

recommendations that they had identified. We examined the issues identified 

during this audit and we concur with management’s decision to revise the 

assurance opinion down to a lower level. Whilst this scenario does not happen 

often, the Chief Audit Executive should consider whether to introduce a mechanism 

that links the number of high priority recommendations to the assurance opinions, 

for example if there are, say, three or more high priority recommendations, the 

audit opinion cannot be higher than ‘partial assurance’. (Action 11).   

The final observation relates to the description of the assurance opinions used by 

Internal Audit. The service uses four opinion levels; however, the weakest opinion 

level is confusing as it has a dual identity being entitled limited / none. Whilst both 

of these descriptors are in common use by internal audit services, they are usually 

used on their own and not linked.  It is suggested that greater clarity will be 

achieved if the title of the weakest category is changed to either limited or none, or 

if preferred a completely different word such as ‘minimal’ for example. (Action 17). 

7. Areas of non-conformance with the Public Sector Internal Audit 
Standards and the CIPFA Local Government Application Note 

7.1 There are no areas of non-conformance with the standards. 

 

8. Survey results 

8.1 The results of the survey of Officers and Members of the Audit committee is shown 

in appendix A of the report. The number of returned questionnaires was quite low 

with only eight in total being returned (two from Officers and six from Members). 

With such a low response rate, particularly from Officers, it is difficult to draw 
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meaningful conclusions from the survey, however there are some responses to 

significant questions that management should note and investigate further to 

determine if there are any underlying issues that may need to be addressed 
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9. Action Plan  

1. Explore alternative arrangements for the Chief Audit Executive Role (High priority) 

Rationale Agreed Action 

There is a potential impairment to the objectivity and independence of the Chief Audit 

Executive who is also the Council’s Director of Financial Resources and Section 151 

Officer as the Council has been unable to fill the vacant Audit Manager post.  Whilst 

this arrangement is permitted, it is not ideal, although the Council has arrangements in 

place to mitigate any potential impairment and maintain the independence and 

objectivity of both roles. There are however alternative models that should be explored 

by the Council, for example a shared service arrangement with one of the other 

authorities that will join with Copeland to become the new West Cumbria Unitary 

Authority 

Currently working with Allerdale Borough Council on 

the recruitment of a shared Internal Audit Manager 

post.  

Action Responsibility Director of Financial Resources 

Deadline 31/03/2022 

 

 

2.  Mission statement (High priority) 

Rationale Agreed Action 

The mission statement from the PSIAS needs to be added to the audit charter at the 

next revision. The Standards define the Mission of Internal Audit as follows: “To 

enhance and protect organisational value by providing risk-based and objective 

assurance, advice and insight”. 

The mission statement has been included in a draft 

2022/23 Internal Audit Charter 

Action Responsibility Director of Financial Resources 

Deadline Implemented with immediate effect 
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3. Use of the ‘Conforms to the PSIAS’ statement (High priority) 

Rationale Agreed Action 

The statement ‘conforms to the public sector internal audit standards’ is currently 

included in the annual report. The standard states that this statement should only be 

used if it is supported by the outcomes of the QAIP. Unfortunately, this EQA has 

indicated that the Service is only partially conforming to the PSIAS and therefore  it is 

our opinion that the statement should not be used until the actions set out in the 

action plan relating to compliance with the PSIAS have been addressed and the Service 

generally conforms to the standards. 

The inclusion of the statement will be revised during 

the drafting of the next annual report to ensure it is 

only included when full compliance with PSIAS has 

been achieved. 

Action Responsibility Director of Financial Resources 

Deadline 30/06/22 

 

 

4. Staff development (High priority) 

Rationale Agreed Action 

The Chief Audit Executive should undertake an assessment of the skills of the two 

Senior Auditors and assess these against the needs of the Council.  The results of this 

assessment can then form the basis of a learning and development programme for 

each of them, which should also include encouraging and supporting them to obtain a 

relevant qualification, such as completing their AAT qualifications or obtaining the IIA 

Certified Internal Auditor qualification. 

In addition, the annual appraisals for the Senior Auditors should be undertaken and 

recorded in accordance with the process in place at the Council. 

Initial appraisal meetings have been undertaken 

and staff training requirements are being assessed. 

Action Responsibility Director of Financial Resources 
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Deadline 30/09/21 

 

 

5. Recording of supervisory evidence (High priority) 

Rationale Agreed Action 

Since the Audit Manager post became vacant in 2019, and, coupled with the COVID-19 

pandemic which has increased pressure on the Chief Audit Executive, the recording of 

evidence that supervision of Internal Audit engagements has taken place has been 

limited and needs to be strengthened. 

Current process will be revised and a suitable 

method to record the supervision of engagements 

will be put in place. 

Action Responsibility Director of Financial Resources 

Deadline 30/09/21 

 

 

6. Enhance and document the quality assessment and improvement programme (QAIP) (High priority) 

Rationale Agreed Action 

The QAIP needs to be a strengthened and formally documented It should include a 

wide range of issues including the learning and development of the Senior Auditors, the 

performance of the service, feedback from stakeholders, any learning points from 

audits relating to service delivery, issues identified from external sources such as 

networking events or the CIPFA Better Governance Forum, and the outcomes from the 

self-assessments and this EQA. 

The QAIP will be revised to include the issues 

raised. Guidance will be sought from other local 

authorities. Evidence will be held to support the 

QAIP summary included in the annual report. 

Action Responsibility Director of Financial Resources 

Deadline 30/06/22 
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7. Expand the information provided in the audit plan (High priority) 

Rationale Agreed Action 

The published audit plan consists of a list of audits and the number of days allocated to 

each one, whereas the standards expect internal audit services to provide more detail 

than this to the audit committee, such as a brief outline of the scope of the proposed 

audit, and the priority of each audit, linked to their importance to the Council as a 

whole. In addition, it is good practice to cross reference the audit plan to the Council’s 

priorities and the strategic risk register to demonstrates how the internal audit plan 

links to these other key documents. 

The Audit Plan report will be revised for 2022/23 to 

include sufficient detail. 

Action Responsibility Director of Financial Resources 

Deadline 31/03/22 

 

 

8.  Make reference to the dual roles of the CAE and S151 Officer in the annual report (Medium priority) 

Rationale Agreed Action 

Paragraph 2.1 of the 2020/21 annual report states that there have been no threats to 

the independence of Internal Audit and makes no mention of the dual role of the CAE 

and S151 Officer. In such circumstance it is good practice to make reference to the 

potential impairment in the annual report to remove any element of doubt for the 

reader as this document looks back at the year just ended, whereas the audit charter 

is designed to be forward looking. 

Annual report will be revised, dependent upon the 

recruitment of the shared Internal Audit Manager 

role. 

Action Responsibility Director of Financial Resources 

Deadline 30/06/22 
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9. Recording all relevant learning and development (Medium priority) 

Rationale Agreed Action 

All internal auditors are required by the standards to undertake continuous professional 

development and to maintain suitable records of the development undertaken. The 

Senior Auditors only tend to record training course and they have undertaken and 

there have been very few of these in the past few years. In reality any form of 

knowledge enhancement, including networking, reading technical manuals and 

journals, and carrying out research prior to undertaking an audit are all learning and 

development opportunities can be recorded on their training logs. 

Senior Auditors will now record the routine research 

which is undertaken during the development of 

audit scopes and risks. 

Action Responsibility Director of Financial Resources 

Deadline Implemented with immediate effect 

 

 

10. Provide a strategic statement on the delivery of the audit plan (Medium priority) 

Rationale Agreed Action 

The Chief Audit Executive should provide a strategic or high-level statement to support 

the published audit plan, setting out how the audit plan is going to be delivered and 

where the Chief Audit Executive is going to get assurance from, whether the available 

resources are adequate and where they are coming from, the various types of audit to 

be carried out etc. Whilst some information is provided in the covering report that 

accompanies the published audit plan, it is missing some key elements of a strategic 

statement and needs to be strengthened. 

Advice will be sought as to which additional key 

elements are required and these will be included in 

the next audit plan. 

Action Responsibility Director of Financial Resources 

Deadline 31/03/22 
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11. Re-issue of amended internal audit reports (Medium priority) 

Rationale Agreed Action 

Where an audit report is revised after it has been issued, to correct errors or because 

the assurance opinion has been changed, a revised version of the report should be 

issued to all of the recipients on the report distribution list. In addition, consideration 

should also be given to linking the number of high priority recommendations to the 

assurance opinion, for example if there are, say three or more high priority 

recommendations, the auditors cannot issue an audit opinion higher than ‘partial 

assurance’. 

Consideration with the Audit Committee will be 

given to revising the definitions and reasoning for 

the overall assurance opinions, with the possible 

inclusion of the number of high priority 

recommendations as a rationale 

Action Responsibility Director of Financial Resources 

Deadline 30/11/21 

 

 

12.  Define consultancy services in the audit charter and audit manual (Low priority) 

Rationale Agreed Action 

The audit charter makes reference to consultancy services but does not define what 

consultancy services are, as required by the PSIAS. There is no section or definition for 

consultancy services in the audit manual. Definitions need to be added to both 

documents.  An example of a suitable definition is as follows:- “Internal audit also 

provides an independent and objective consultancy service which is advisory in nature, 

and generally performed at the specific request of management which evaluates 

policies, procedures, systems and operations put in place or being considered by 

management. Such consultancy work is separate from but contributes to the opinion 

which internal audit provides on risk management control and governance. When 

performing consulting services, the internal auditor will maintain objectivity and not 

take on management responsibility”.  

Audit charter and manual will be revised to clarify 

the provision of consultancy services 

Action Responsibility Director of Financial Resources 

Deadline 30/06/22 
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13.  Consider the materiality and cost benefit of all recommendations (low priority) 

Rationale Agreed Action 

From the evidence that we have seen there does not appear to be any assessment of 

the materiality of the issues that have been identified i.e. the impact the issue has on 

the Council as a whole, or indeed the cost benefit of the suggested recommendation. It 

is suggested that materiality and the cost benefit of all recommendations are taken 

into consideration 

Advice will be sought to clarify the requirements so 

that the materiality of issues will be included in 

reports where applicable 

Action Responsibility Director of Financial Resources 

Deadline 30/09/21 

 

 

14.  Add a section to the audit manual on independence and objectivity (Advisory) 

Rationale Agreed Action 

A section relating to auditors maintaining independence and objectivity, and how to 

deal with any potential impairments should they arise, should be added to the audit 

manual.  

Audit manual will be revised to include the 

maintenance of independence and objectivity, and 

the process of how to deal with any potential 

impairments should they arise 

Action Responsibility Director of Financial Resources 

Deadline 30/09/21 
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15.  Review the number of days required for each audit assignment (Advisory) 

Rationale Agreed Action 

We suggest that the Service undertakes an in-depth review of the number of days 

actually required for each audit assignment, based on the various elements of the 

engagement. 

A review of the individual audit budgets will be 

assessed and consideration given to the drafting of 

the 2022/23 audit plan 

Action Responsibility Director of Financial Resources 

Deadline 31/03/22 

 

 

16. Expand the use of data analytics (Advisory) 

Rationale Agreed Action 

Internal Audit has used specialist data analytics software applications in the past as 

they are an efficient way of auditing systems with large volumes of data , but they are 

no longer doing so. It is suggested that consideration is given to obtaining an 

application and training the Senior Auditors on its use. There are a number of 

applications on the market that can be considered, although an application that is 

commonly found being used in the local government sector is IDEA, which is often 

coupled with the SmartAnalyser add-on tool to provide an effective and efficient way of 

auditing the core financial and HR systems. IDEA was used by CBC in the past but is no 

longer in use. 

Consideration will be given to assess the cost 

benefits of implementation of data analytic software  

Action Responsibility Director of Financial Resources 

Deadline 31/03/22 
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17. Description of audit opinions (Advisory) 

Rationale Agreed Action 

The Service states that it uses four opinion levels for the audits however, the weakest 

opinion level is confusing as it has a dual identity being entitled limited / none. Whilst 

both of these descriptors are in common use by internal audit services, they are 

usually used on their own and not linked.  It is suggested that greater clarity will be 

achieved if the title of the weakest category is changed to either limited or none, or if 

preferred, a completely different word such as ‘minimal’ for example. 

Description of audit opinions will be revised to 

provide clarity 

Action Responsibility Director of Financial Resources 

Deadline 30/09/21 
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9. Definitions  
 

Generally 

Conforms 

The internal audit service complies with the standards with only minor 

deviations.  The relevant structures, policies, and procedures of the internal 

audit service, as well as the processes by which they are applied, at least 

comply with the requirements of the section in all material respects. 

Partially 

Conforms 

The internal audit service falls short of achieving some elements of good 

practice but is aware of the areas for development.  These will usually 

represent significant opportunities for improvement in delivering effective 

internal audit and conformance to the standards. 

Does Not 

Conform 

The internal audit service is not aware of, is not making efforts to comply 

with, or is failing to achieve many/all of the elements of the standards.  These 

deficiencies will usually have a significant adverse impact on the internal 

audit service’s effectiveness and its potential to add value to the 

organisation.  These will represent significant opportunities for improvement, 

potentially including actions by senior management or the board. 

 
 

Action 

Priorities 

 

Criteria 

High priority  

The internal audit service needs to rectify a significant issue of non-

conformance with the standards.  Remedial action to resolve the issue 

should be taken urgently. 

Medium 

priority  

The internal audit service needs to rectify a moderate issue of conformance 

with the standards.  Remedial action to resolve the issue should be taken, 

ideally within six months. 

Low priority  

The internal audit service should consider rectifying a minor issue of 

conformance with the standards.  Remedial action to resolve the issue 

should be considered but the issue is not urgent. 

Advisory 

These are issues identified during the course of the EQA that do not 

adversely impact the service’s conformance with the standards.  Typically, 

they include areas of enhancement to existing operations and the adoption 

of best practice. 

 

The co-operation of the Director of Financial Resources and the two Senior Auditors in 

providing the information requested for this EQA, is greatly appreciated.  Our thanks also 

go to the chair of the Audit Committee and the other key stakeholders that made 

themselves available for interview during the EQA process and/or completed questionnaires.  

 

Ray Gard, CPFA, FCCA, FCIIA, DMS 
 
27th August 2021 
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This report has been prepared by CIPFA at the request of the Copeland Borough Council, 

the terms for the preparation and scope of the report have been agreed with the Council’s 

Director of Financial Resources.  The matters raised are only those that came to our 

attention during our work.  Whilst every care has been taken to ensure that the information 

provided in this report is as accurate as possible, we have only been able to base findings 

on the information and documentation provided.  Consequently, no complete guarantee can 

be given that this report is necessarily a comprehensive statement of all the issues that 

exist with their conformance to the Public Sector Internal Audit Standards that exist, or of 

all the improvements that may be required.   

The report was prepared solely for the use and benefit of Copeland Borough Council, and to 

the fullest extent permitted by law, CIPFA accepts no responsibility and disclaims all liability 

to any other third party who purports to use or rely, for any reason whatsoever on the 

report, its contents, conclusions, any extract, and/or reinterpretation of its contents.  

Accordingly, any reliance placed on the report, its contents, conclusions, any extract, 

reinterpretation, amendment and/or modification by any third party is entirely at their own 

risk. 
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Appendix A 

Summary of Survey Results 

As part of the EQA process, CIPFA used a questionnaire to obtain the views of the Officers 

and Members of the Audit Committee.  The number of questionnaires returned was quite 

low with only two from Officers and six from Members being returned. 

 

  Percentage (%) 

No. Question  

Agree 

Partially 

Agree 

Not 

Agree 

 

N/A 

1 The internal audit service is seen as a key 

strategic partner throughout the 

organisation.  

75.0 25.0 0.0 0.0 

2 Senior managers understand and fully 

support the work of internal audit.  
62.5 37.5 0.0 0.0 

3 Internal audit is valued throughout the 

organisation.  
50.0 37.5 0.0 12.5 

4 The internal audit service is delivered with 

professionalism at all times.  
75.0 25.0 0.0 0.0 

5 The internal audit service responds quickly 

to changes within the organisation.  
25.0 62.5 0.0 12.5 

6 The internal audit service has the necessary 

resources and access to information to 

enable it to fulfil its mandate. 

37.5 50.0 0.0 12.5 

7 The internal audit service is adept at 

communicating the results of its findings, 

building support and securing agreed 

outcomes  

50.0 37.5 0.0 12.5 

8 The internal audit service’s 

recommendations consider the wider impact 

on the organisation  

100.0 0.0 0.0 0.0 

9 The internal audit service ensures that 

recommendations made are proportionate, 

commercial and practicable in relation to the 

risks identified.  

62.5 37.5 0.0 0.0 

10 There have not been any significant control 

breakdowns or surprises in areas that have 

been positively assured by the internal audit 

service 

75.0 25.0 0.0 0.0 

11 The internal audit service includes 

consideration of all risk areas in its work 

programme.  

87.5 12.5 0.0 0.0 
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  Percentage (%) 

No. Question  

Agree 

Partially 

Agree 

Not 

Agree 

 

N/A 

12 Internal audit advice has a positive impact 

on the governance, risk management, and 

the system of control of the organisation.  

75.0 25.0 0.0 0.0 

13 Internal audit activity has enhanced 

organisation-wide understanding of 

governance, risk management, and internal 

control.  

75.0 12.5 0.0 12.5 

14 The internal audit service asks challenging 

and incisive questions that stimulate debate 

and improvements in key risk areas.  

62.5 25.0 0.0 12.5 

15 The internal audit service raises significant 

control issues at an appropriate level and 

time in the organisation.  

62.5 25.0 0.0 12.5 

16 The organisation accepts and uses the 

business knowledge of internal auditors to 

help improve business processes and meet 

strategic objectives.  

87.5 12.5 0.0 0.0 

17 Internal audit activity influences positive 

change and continuous improvement to 

business processes, bottom line results and 

accountability within the organisation  

75.0 12.5 0.0 12.5 

18 Internal audit activity promotes appropriate 

ethics and values within the organisation 
87.5 0.0 0.0 12.5 

Below are some comments extracted from completed surveys that management may wish 

to consider: 

 I think more resources should be added to internal audit but appreciate there are 

financial implications for this. Also, I think not all actions are significant and should 

be classed as opportunities for improvement rather than actions. 

 Copeland’s reliance on their external auditor has been extensive and has benefited 

significantly in recommending additional qualified staff to be employed to mitigate 

this burden on the internal audit dept. There are good indications now that these 

voids will be addressed. 

 The access internal audit has to the necessary information required to fulfil the 

function of the service has been slightly hindered due to the pandemic and remote 

working. 

 

 


