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AUDIT & STANDARDS COMMITTEE 
 
 
MONDAY 17 SEPTEMBER 2007 
AT 2.00PM IN CABINET ROOM ‘D’, AT COUNTY HALL, PRESTON  
 
NB If you have any queries regarding the Agenda papers or require any further information, 
please contact Stephen Pickup on 01772 533420.  
 

 
AGENDA 
 
PART I (OPEN TO PRESS AND PUBLIC) 
 

 
1 APOLOGIES FOR ABSENCE 
 
 
2 DISCLOSURE OF MEMBERS INTERESTS 
 

Members are asked to consider any personal/prejudicial interests they may have to 
disclose to the meeting in relation to any matters under consideration on the Agenda.  If the 
personal interest is a prejudicial interest, then the individual members should not participate 
in a discussion on the matter and must withdraw from the meeting room. 

 
3 MINUTES OF THE MEETING HELD ON THE 4 JUNE 2007 
 

Copy enclosed for confirmation at Item 3. 
 

4 MATTERS ARISING 
 
  

ITEMS FOR DECISION 
 

5 AUDIT COMMISSION: ANNUAL GOVERNANCE REPORT 
 

A report regarding the District Auditor’s Annual Governance Report is attached at Item 5.  
Item 5 to follow. 

 
6 RECEIPT OF THE 2006/07 STATEMENT OF ACCOUNTS 
 

A report presenting the Authority’s Statement of Accounts for 2006/07 is attached at Item 6. 
 Item 6 to follow. 
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7 AMENDMENTS TO THE AUTHORITIY’S CONSTITUTIONAL AND PROCEDURAL 
STANDING ORDERS TO ENABLE MEMBERS OF THE PUBLIC TO SPEAK AT 
AUTHORITY MEETINGS 

 
A report setting out possible amendments to the Authority’s Constitutional and Procedural 
Standing Orders to enable members of the public to speak at Authority meetings is 
attached at Item 7.  Item 7 to follow. 
 

8 TRAINING ON THE NEW CODE OF CONDUCT  
 
A report regarding possible options to enable members of the public to speak at Authority 
meetings is attached at Item 8.  Item 8 to follow.  
 
 

ITEMS FOR INFORMATION 
 

9 EXTERNAL AUDIT: REPORT ON POLICE DATA QUALITY  
 

An External Audit report on a review of data quality at Lancashire Police Authority is 
attached at Item 9.  
 

10 EXTERNAL AUDIT: REPORT ON REVIEW OF INTERNAL AUDIT  
 

An External Audit report on a review of Internal Audit is attached at Item 10.  
 
11 AUDIT COMMISSION POSITION STATEMENT 
 

The External Auditor’s progress report is attached at Item 11. 
 
12 INTERNAL AUDIT MONITORING REPORT  
 

An Internal Audit monitoring report for the period 1 April to 31 August 2007 is attached at 
Item 12. 

 
13 URGENT BUSINESS 
 

An item of urgent business may only be considered under this heading where, by reason of 
special circumstances to be recorded in the Minutes, the Chair of the meeting is of the 
opinion that the item should be considered at the meeting as a matter of urgency.  
Wherever possible, the Chief Executive should be given advance warning of any Member’s 
intention to raise a matter under this heading. 

 
14 DATE OF NEXT MEETING 
 

The next meeting of the Committee is scheduled to be held at 2.00pm on Monday 26 
November 2007 at County Hall, Preston. 

 

Miranda Carruthers-Watt 
CHIEF EXECUTIVE 
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MINUTES 

 
PRESENT:- 
 

Mrs D Dugdale - Chairman 
 

Miss S Afzal 
County Councillor A P Jones 

Mr I Master 
Mr D Soper 

Mrs G S Stanley, JP 
Mr D Winthrop, JP 

 
IN ATTENDANCE 
 
Mrs L Norris Monitoring Officer, Lancashire Police Authority 

Mr J Edney Interim Treasurer, Lancashire Police Authority 

Mr S Pickup Administrator, Chief Executive’s Office, Lancashire Police Authority 

Mrs L Taylor Head of Finance, Lancashire Constabulary 

Mrs J Lawler  Information Compliance and Disclosure Manager, Lancashire Constabulary 

Mr J Cornet Audit Commission 

Mr C Smith Audit Commission 

Mrs R Lowry Head of Internal Audit 

Mrs R Tanner Principal Auditor, Internal Audit 

Mr C Clark Senior Auditor, Internal Audit 
 
APPOINTMENT OF CHAIR 
 
01/07 RESOLVED:- That Mrs D Dugdale be appointed as Chair of the Audit & Standards 
Committee for the ensuing year. 
 
APPOINTMENT OF VICE-CHAIR 
 
02/07 RESOLVED:- That it be noted that the Police Authority appointed County Councillor 
Jones as Vice-Chair of the Audit & Standards Committee for the ensuing year 
. 

 
 

AUDIT AND STANDARDS COMMITTEE 
 

MONDAY, 4TH JUNE 2007 AT 2.00PM 
CABINET ROOM ‘C’, COUNTY HALL, PRESTON,  

Item 3
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MEMBERSHIP AND TERMS OF REFERENCE 
 
The Committee considered its membership and terms of reference as agreed by the Police 
Authority at its Annual General Meeting on the 9th May 2007.    
 
03/07 RESOLVED:- That the Committee agreed that its membership and terms of 
reference be noted, subject to a minor amendment to remove a paragraph which had been 
duplicated in the Committee’s terms of reference. 
 
MINUTES OF THE MEETING HELD ON THE 5TH MARCH 2007 
 
In relation to the Internal Audit Plan on page 2 of the Minutes, a Member of the Committee 
asked if the Authority’s representatives on the Constabulary’s Continuous Improvement and 
Threat Management Group (CITMG) had now allocated the remaining balance of audit 
days to appropriate operational reviews.  The Internal Auditors reported that the CITMG 
had identified a number of possible areas for review and discussions were currently 
ongoing with the Corporate Development Department to identify the most appropriate areas 
for consideration.   
 
04/07 RESOLVED:- That the Minutes of the meeting held on the 5th March 2007 be 
confirmed and signed by the Chair. 
 
REVISED CODE OF CONDUCT FOR LANCASHIRE POLICE AUTHORITY MEMBERS 
 
The Committee was informed that the Government had recently tabled in Parliament the 
revised Model Code of Conduct for Local Authority Members.  The Authority’s Monitoring 
Officer provided a report to the Committee setting out the key changes to the Code and 
presenting the revised Code for Members’ consideration.  The Authority’s Monitoring Officer 
indicated that the Code had essentially been drafted for Local Authorities which operated 
Executive arrangements and the Code would be amended, prior to its presentation to the 
Police Authority, to remove a number of references to Executive arrangements which were 
not mandatory for Police Authorities.   
 
The Committee was informed that Paragraph 12(2) of the Code gave Members with a 
prejudicial interest in a matter the same rights as members of the public to speak to a 
meeting on that matter and then leave before the main discussion or vote.  This paragraph 
was not mandatory for Police Authorities and, if the Authority wished to adopt this provision, 
it would need to expressly do so when approving the Model Code of Conduct.  The 
Authority’s Monitoring Officer indicated that if the Police Authority wished to adopt this 
provision it would be necessary to amend the Authority’s Constitutional and Procedural 
Standing Order to clearly set out circumstances in which members of the public could 
attend meetings to make representations.  The Committee was asked for its views on 
whether this particular paragraph should be included in the Authority’s Code.  On balance, 
Members considered that its inclusion would be useful as long as representations by 
members of the public could be appropriately controlled.  The Committee agreed that this 
should be the subject of further debate at the next Police Authority meeting and asked that 
the Monitoring Officer provide a further report identifying possible options for allowing public 
speaking.   
 
Discussions also took place on training in relation to the introduction of the new Code.  
Several Members expressed the view that additional training would not be necessary as it 
placed an additional burden on the already heavy workloads of Police Authority Members.  
However, it was agreed that the Authority could potentially be left exposed if no training was 
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provided to Members.  Members considered that training should be provided in a flexible 
manner with a number of different types of training being offered to Members of the 
Authority.  The Committee asked the Authority’s Monitoring Officer to provide a report on 
options for training to its next meeting. 
 
05/07 RESOLVED:-  
 
1. That a report be submitted to the next meeting of the Police Authority presenting the 

revised Code of Conduct with appropriate amendments. 
 
2. That the above report should also set out suggestions for the most appropriate 

method of revising the Authority’s Constitutional and Procedural Standing Orders to 
enable Members of the public to speak at Authority meetings. 

 
3. That a further report be presented to the Committee’s next meeting setting out 

suggestions for the flexible provision of training to Members regarding the revised 
Model Code. 

 
STATEMENT ON INTERNAL CONTROL FOR 2006/07 
 
The Committee was informed that regulations regarding Account and Audit required the 
Authority to conduct an annual review of the effectiveness of its internal control systems 
and publish a Statement on Internal Control within its Annual Accounts.   
 
The proposed Statement on Internal Control was presented to the Committee for 
consideration.   
 
(A copy of the Statement is set out in the Minute Book.) 
 
The Regulations also required that, at least once a year, the Authority conduct a review of 
the effectiveness of its system of internal audit and the findings of this review should be 
considered as part of the consideration of the Statement on Internal Control.  To fulfil this 
requirement for 2006/07, it was proposed to rely upon the results of the Audit Commission’s 
review of work undertaken by Internal Audit in 2006/07.  This review had recently been 
completed and the results indicated that the work of Internal Audit was robust and that there 
were no significant issues to report to the Authority.  The representatives of the Audit 
Commission drew the Committee’s attention to the fact that this review was only conducted 
on a tri-annual basis and the Authority would, therefore, need to put alternative 
arrangements in place in the intervening years.  The Authority’s Treasurer and Internal 
Auditors indicated that they were aware of this and would bring proposals on the method of 
conducting future reviews to the Committee in due course.   
 
The Committee requested that one amendment be made to the Statement on Internal 
Control prior to its inclusion in the Authority’s Statement of Accounts.  On page 5 of the 
Statement, under the heading Scheme of Delegation, it was asked that reference be made 
to the Authority’s Urgent Business Procedure.   
 
06/07 RESOLVED:-   
 
1. That the Committee agree that the overall conclusion from the Audit Commission’s 

Review of Internal Audit should be relied upon as an accurate assessment of the 
effectiveness of the Authority’s Internal Audit 2006/07.   
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2. That the Statement on Internal Control be approved for inclusion in the Police 
Authority’s Statement of Accounts for 2006/07, subject to the amendment referred to 
above. 

 
AUDIT COMMITTEE WORKING PRACTICES  
 
The Committee considered a proposal to introduce a note of proposed working practices to 
supplement the Committee’s Terms of Reference.  
 
(A copy of the report is set out in the Minute Book.) 
 
07/07 RESOLVED:- That the Police Authority be recommended to approve the Proposed 
Note of Working Practices for the Audit & Standards Committee as now presented. 
 
ANNUAL INTERNAL AUDIT REPORT 2006/07 
 
The Annual Internal Audit Report for the period 1st April 2006 to 31st March 2007 was 
presented to the Committee for consideration. 
 
The Committee noted that overall an adequate level of internal control had been maintained 
in 2006/07 and that this was consistent with that reported in the 2005/06 Annual Report.   
 
In terms of resource input, the Committee noted that due to the limited progress made on 
operational reviews, the input from Senior Auditors had been significantly less than 
originally intended.  However, in terms of costs, this had reduced the average daily rate in 
2006/07 which had resulted in a small saving for the Authority.  The Head of Internal Audit 
also indicated that, whilst no financial irregularities had been reported to them by the 
Constabulary during the year, it was proposed to review the protocol between Internal Audit 
and Professional Standards Department to ensure it remained up-to-date to raise 
awareness of it throughout the Force.   
 
08/07 RESOLVED:- That the report be noted. 
 
AUDIT COMMISSION POSITION STATEMENT 
 
The Committee received a report summarising the current position on external audit work 
as at 21st May 2007.  A member of the Committee reported that the Authority had recently 
received a letter from the Audit Commission indicating that funding had been withdrawn by 
the Home Office for Data Quality Audits and Authorities might be required to pay extra for 
this element of the Audit in the future.  The Audit Commission representatives indicated that 
as long as Authorities could provide sufficient evidence from the Police Use of Resources 
Evaluation, the work on Data Quality would be unlikely to incur additional costs.  
 
09/07 RESOLVED:- That the report be noted. 
 
POLICE USE OF RESOURCES EVALUATION (PURE) NATIONAL SUMMARY 2005/06 
 
The Audit Commission’s National Summary of the findings from 2005/06 Police Use of 
Resources Evaluations was presented to the Committee.  The Authority’s Treasurer 
reported that this assessment would become increasingly important for Police Authorities. 
The assessment results would be compared with other information to gain a picture of the 
Authority’s performance in respect of resource issues and a high score in the assessment 
would be required to justify any future above average council tax increases.   
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Given the importance of this area of work, the Committee raised the issue of Members 
receiving appropriate training in relation to the five themes included in the Use of 
Resources Evaluation.  The Authority’s Treasurer indicated that he would assist in 
arranging training to ensure that Members were able to make the best policy decisions in 
relation to the use of resources.  The Committee also considered that this assessment 
should be included in the risk register as a poor assessment would carry a high level of risk 
for both the Authority and Constabulary. 
 
10/07 RESOLVED:-  
 
1. That the report be noted. 
 
2. That the Authority’s Treasurer be asked to make appropriate arrangements for 

training in respect of the five themes included in the Use of Resource Evaluation. 
 
3. That the Constabulary be asked to consider including the PURE assessment on its 

Risk Register. 
 
THREAT MANAGEMENT – COMPLIANCE WITH COMMON SECURITY POLICY 
 
The Committee considered a report on the Constabulary’s compliance with the Common 
Security Policy.   
 
11/07 RESOLVED:-  That the report be noted. 
 
ACTUAL ALLOWANCES PAID TO MEMBERS OF THE AUTHORITY IN 2006/2007 
 
The Committee considered a report on the actual allowances paid to Members of the Police 
Authority in 2006/07.  The Committee asked that the Authority’s Treasurer undertake work 
to include details of the amounts spent on rail fares and accommodation in relation to each 
individual Member.  The Committee asked that this information be cleared with the Chair of 
the Committee prior to the table of actual allowances being published on the Authority’s 
website. 
 
12/07 RESOLVED:-   
 
1. That the report be noted. 
 
2. That additional information in relation to amounts spent on accommodation and rail 

fares be included in the table of actual allowances prior to being published on the 
Authority’s website. 

 
DATE OF NEXT MEETING 

 
13/07 RESOLVED:- That the next meeting of the Committee be held at 2:00pm on Monday 
17th September 2007, at County Hall, Preston. 
 

MIRANDA CARRUTHERS-WATT 
CHIEF EXECUTIVE 
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ITEM 10 

 
AUDIT & STANDARDS COMMITTEE 
17 SEPTEMBER 2007 
 
PART I 

 
AUDIT COMMISSION REPORT – REVIEW OF INTERNAL AUDIT 
(Appendix A refers) 
 
 
Issue for Consideration 
 
An Audit Commission report on a review of Internal Audit. 
 
Information 
 
Internal Audit is a key aspect of the financial control environment that can help to secure the 
proper stewardship of public funds.  The Authority’s external auditors, the Audit Commission, are 
required to utilise and rely as Internal Audit work as far as possible.  The Audit Commission carries 
out an annual assessment of Internal Audit to determine the effect it has on the External Auditor’s 
role and to ensure work is co-ordinated. 
 
To support this annual assessment of Internal Audit, a more in depth review is undertaken every 
three years and the report from the latest detailed review is attached at Appendix ‘A’. 
 
Decision Required 
 
The Committee is asked to note the report. 

 
Background Papers 
 
Nil 
 
Report Author 
 
Name:   Mr J Cornett 
Organisation: Audit Commission    ( 01772 534988 





Audit Summary Report 

July 2007 

 

  

  Appendix 'A' 

Review of Internal 
Audit 
Lancashire Police Authority 
 
Audit 2006/2007 
 



© Audit Commission 2007 
For further information on the work of the Commission please contact: 
Audit Commission, 1st Floor, Millbank Tower, Millbank, London SW1P 4HQ  
Tel: 020 7828 1212  Fax: 020 7976 6187  Textphone (minicom): 020 7630 0421 
www.audit-commission.gov.uk 

External audit is an essential element in the process of accountability for public 
money and makes an important contribution to the stewardship of public resources 
and the corporate governance of public services. 

Audit in the public sector is underpinned by three fundamental principles: 

• auditors are appointed independently from the bodies being audited; 
• the scope of auditors' work is extended to cover not only the audit of financial 

statements but also value for money and the conduct of public business; and 
• auditors may report aspects of their work widely to the public and other key 

stakeholders. 

The duties and powers of auditors appointed by the Audit Commission are set out in 
the Audit Commission Act 1998 and the Local Government Act 1999 and the 
Commission's statutory Code of Audit Practice. Under the Code of Audit Practice, 
appointed auditors are also required to comply with the current professional 
standards issued by the independent Auditing Practices Board.  

Appointed auditors act quite separately from the Commission and in meeting their 
statutory responsibilities are required to exercise their professional judgement 
independently of both the Commission and the audited body. 

 

 

Status of our reports 
The Statement of Responsibilities of Auditors and Audited Bodies issued by the 
Audit Commission explains the respective responsibilities of auditors and of the 
audited body. Reports prepared by appointed auditors are addressed to 
non-executive directors/members or officers. They are prepared for the sole use of 
the audited body. Auditors accept no responsibility to: 

• any director/member or officer in their individual capacity; or  
• any third party. 

 

Copies of this report 
If you require further copies of this report, or a copy in large print, in Braille,  
on tape, or in a language other than English, please call 0845 056 0566. 

 



Review of Internal Audit │ Contents  3 

Lancashire Police Authority 

Contents 
Summary report 4 

Introduction 4 

Scope and objectives 4 

Audit approach 5 

Main conclusions 5 

The way forward 5 

Detailed report 6 
Organisational standards 6 

Operational standards 8 

Appendix 1 – Action Plan 12 

 



4  Review of Internal Audit │Summary report  

Lancashire Police Authority 

Summary report 

Introduction 
1 The Code of Audit Practice (CoAP, the Code) requires us to review and report on: 

• the Authority's financial statements and its statement of internal control; and 
• whether the Authority has made proper arrangements for securing economy, 

efficiency and effectiveness.  

In undertaking our work the Code requires us to seek to place reliance on the 
work of Internal Audit, whenever possible. Internal Audit has a key role to play in 
relation to both our work on the financial statements and as part of the Authority's 
arrangements for securing economy, efficiency and effectiveness. 

Scope and objectives 
2 Each year when planning our work we assess Internal Audit and in every third 

year we undertake a more detailed review against professional standards to: 

• confirm that they comply with the requirements of the CIPFA Code & CIPFA 
Internal Audit Manual; 

• consider whether Internal Audit is effective as a management control; and 
• review specific pieces of Internal Audit work, where that work covers areas 

relevant to our Code of Practice objectives. 

3 A key element of our review is an evaluation of the extent to which Internal Audit 
meets the professional and statutory requirements, set out in the 2006 Code of 
Practice for Internal Audit (‘CIPFA Code’). The CIPFA Code sets out standards 
for Internal Audit, as detailed in Table 1 below. 

Table 1 CIPFA Internal Audit Code Areas 
Organisational standards Operational standards 

1. Scope of Internal audit 7. Audit strategy and planning 

2. Independence 8. Undertaking audit work 

3. Ethics for internal auditors 9. Due professional Care 

4. Audit Committee 10. Reporting 

5. Relationships 11. Performance, quality and effectiveness 

6. Staffing, training and continuing 
professional development 

 

Source - CIPFA Code of Practice for Internal Audit in Local Government in the UK. 
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Lancashire Police Authority 

Audit approach 
4 Internal Audit at Lancashire Police Authority is provided by Lancashire Audit 

Service, the Internal Auditors for the County Council. 

5 In undertaking our assessment we worked closely with the Internal Audit 
department, and they completed a self assessment against the CIPFA standards 
which we used as the basis for our review.  

6 Our audit then included: 

• discussions with the Head of Internal Audit and her team; 
• correspondence with the Chief Executive and Treasurer of the Police 

Authority and Director of Resources at the Constabulary; 
• reviewing Internal Audit documentation, including a sample review of specific 

assignments and reports; and  
• drawing on our cumulative knowledge of the Authority. 

Main conclusions 
7 Internal audit meets the requirements of the CIPFA Code of Practice and 

provides an effective service to management at the Authority. We are able to rely 
on the work of Internal Audit where their work is relevant to our Code of Practice 
objectives. 

8 Internal Audit has continued to strengthen its overall arrangements since our last 
review, three years ago, and has developed further through robust leadership by 
the management team.   

9 We have identified examples of notable working practice, in particular: 

• raising the awareness of a ‘risk management’ approach across the Authority; 
• strong awareness of ethical responsibilities by staff; and 
• robust reporting arrangements are in place. 

10 We have identified a few areas where, we believe, there is some scope to 
strengthen arrangements even further, in particular controls over audit 
documentation. 

The way forward 
11 The recommendations arising from the review of Internal Audit are detailed in the 

attached Action Plan at Appendix 1. 

12 We have greatly appreciated the co-operation and assistance of the Head of 
Internal Audit and her team during the review process. 
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Detailed report 

Organisational standards 
Scope of Internal Audit 
The scope of Internal Audit is adequate, properly communicated and understood 
throughout the organisation. 

13 The Authority has set down the purpose, authority and responsibility of Internal 
Audit within the Terms of Reference and Strategy document which has been 
updated in May 2007. This together with the Lancashire Audit Service Business 
Plan 2006 - 2008, ensures that the role of Internal Audit is clearly communicated 
throughout the Authority and gives a clear understanding of how Internal Audit 
supports the Authority in achieving its corporate objectives.  

Independence 
Adequate arrangements are in place to ensure that Internal Audit is sufficiently 
independent. 

14 Our review concluded that Internal Audit is sufficiently independent of the 
activities it audits and this allows for impartial judgements and recommendations 
to be made. Internal Audit is adequately staffed, and staff do not have any 
operational responsibilities which might impact on their independence. 

15 The Head of Internal Audit reports directly to the Chief Executive of the Authority 
and Director of Resources of the Constabulary and has sufficient status within the 
Authority's management structure to facilitate effective discussion and 
implementation of audit work. The Internal Audit Service’s priorities are 
determined following consultation with the Chief Executive and Director of 
Resources. 

Ethics for internal auditors 
Appropriate arrangements are in place to ensure that Internal Audit staff are 
aware of and regularly reminded of their ethical responsibilities. 

16 Standards of behaviour together with an emphasis on high professional 
standards and integrity are included in the Department’s Competency Framework 
which underpins the overall operation of the Internal Audit Service.  

17 Staff are reminded of their ethical responsibilities through Team briefings, and our 
communications with clients throughout the Authority and Constabulary have 
confirmed that Internal Audit staff always demonstrate integrity and independence 
during the course of their work. 
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18 The Audit service is objective and free from conflicts of interest, with 
consideration being given to the allocation of staff to specific assignments to 
ensure that conflicts do not arise. More recently, staff have been allocated to a 
greater variety of assignments and clients of the Audit service, which has the 
benefit of increasing the auditors knowledge and breadth of experience and also 
preventing over familiarity developing with clients. 

Audit Committee 

Internal Audit has an effective working relationship with the Audit Committee 
which approves the audit strategy and annual plan and monitors the progress of 
Internal Audit against them. 

19 The Authority has an established Audit & Standards Committee with a key 
objective being to independently contribute to the Authority's processes to ensure 
that an effective internal control system is maintained.  

20 Internal Audit attends meetings of the Audit & Standards Committee and provides 
quarterly progress reports and summaries of assignments completed during the 
period. The Annual Audit Plan, quarterly updates and annual reports are all 
presented to the Audit & Standards Committee for approval.  

Relationships 
Robust relationships with management and external bodies are in place and 
maintained. 

21 Internal Audit clearly sets out its working relationship with management in its 
Terms of Reference. Client service meetings are held quarterly and additional 
meetings are also held to discuss specific pieces of work. Our enquiries revealed 
that these meetings are valued by clients. 

22 An up-to date protocol is in place for working with us, the external auditors, and 
quarterly meetings are held to review the progress of both parties, which also 
ensures that there is no unnecessary duplication of work by either auditors. 

23 Regular information sharing meetings are also held between internal audit, 
ourselves and Her Majesty's Inspectorate of Constabulary, which serve to gain a 
greater understanding of each others work and possible synergies, as well as 
removing duplication of work. 
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Staffing, Training and Continuous Professional Development 
The Internal Audit department is adequately resourced with an appropriate staff 
mix. 

24 The Head of Internal Audit was appointed in 2004, and has considerable internal 
audit experience in both the public and private sectors. She is a Fellow of the 
ICAEW (Institute of Chartered Accountants in England and Wales) and sits on the 
CIPFA Audit Panel. 

25 Current staffing levels within Internal Audit appear to be adequate. A review of 
the role of the Audit Service in 2004 by the Head of Internal Audit identified a 
need to change the approach to the work undertaken by Internal Audit. This has 
impacted on the skills and experience required of staff in the department, with the 
emphasis now on improving the overall awareness of staff to ensure that they 
consider all issues that impact on the audit work that they are undertaking. Job 
descriptions have been redrafted to reflect this approach. 

26 In 2006/07 the department operated through most of the year with three Senior 
Auditor vacancies - this situation arose through the previous holders moving to 
other authorities. These vacancies were filled in March 2007 (two positions were 
filled internally), and now gives the department the opportunity to further develop 
its staff rotation and cross-cutting approach. 

27 All staff are either suitably qualified or working towards a qualification, with 
support being provided by the Department. An effective staff competency 
framework and annual appraisal process is in place, and staff are encouraged to 
attend relevant training courses. 

Operational standards 
Audit Strategy and Planning 
An Internal Audit Strategy is in place, which has been approved by the Audit 
Committee. 

28 Internal Audit’s strategy has been combined with the Terms of Reference and 
reflects the risk based approach that has been adopted by Internal Audit, as well 
as explaining how the Head of Internal Audit forms and evidences her opinion on 
the control environment. 

29 Although the strategy does not clearly specify how the work of Internal Audit will 
identify and address local and national issues and risks, the department fulfils this 
requirement by liaising regularly with clients. This ensures that current issues are 
addressed, both when completing its planning and at update meetings held 
throughout the year. 
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30 The planning process uses an appropriate risk based assessment which is 
completed by the Principal Auditor in consultation with the Authority and 
Constabulary. The work undertaken is planned according to its ‘risk priority’, and 
with a suitable timetable established for the year.  

31 The plan allows for a degree of flexibility, and progress is formally reported on a 
quarterly basis to both the Authority and Audit & Standards & Committee. 

Undertaking Audit Work 
Effective arrangements are in place to ensure an audit brief setting out the audit's 
objectives, scope, timing, resource and reporting requirement is prepared for 
each audit and agreed with the relevant manager. 

32 We selected, at random, three audit assignments for testing and found the files to 
be of a good standard with all files presented in a defined structure, clearly 
referenced and with relevant evidence where required. 

33 A brief was prepared for each audit assignment and discussed and agreed with 
the relevant managers. The briefs clearly state the objective and scope of the 
assignment being undertaken, together with a timetable and details of staff 
completing the work. 

34 There was clear evidence of discussions held with the client both before and 
during the completion of the work on file, as are the review points raised by 
Senior and Principal Auditors. 

35 There is currently no access policy for audit files and records, but this is to be 
addressed in 2007/08 together with a clear retention policy for audit 
documentation. 

Due professional care 
Appropriate arrangements are in place to ensure due professional care is 
maintained at all times. 

36 The Audit Manual and CIPFA standards of professional practice together with the 
Council's Employee Code of Conduct clearly set out the requirements on all audit 
staff relating to being fair, objective and to declaring any potential conflicts of 
interest or gifts/hospitality received in the course of their work. We found that staff 
are aware of these requirements. 

37 The whistleblowing strategy and policy requires audit staff to be alert to and 
report the possibility of any fraud and corruption issue they encounter. We have 
confirmed that staff are aware of the procedures to take should they identify any 
non-compliance issues whilst undertaking audit work. 

38 It is a CIPFA requirement that a formal document is in place, stating that auditors 
must not use information they gain in the course of their duties for personal use. 
Currently there is not a formal document that meets this criteria, and this will be 
addressed in 2007/08. 
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Reporting 
Clear and robust reporting arrangements are in place. 

39 Internal Audit have updated the reporting template in 2006/07, ensuring that the 
reports are clearly structured and give a clear indication of the level of risk to 
issues identified and recommendations. Final reports are only issued by the 
Principal Auditors once they are satisfied with both the structure and quality of the 
report. 

40 A closure meeting is held with the appropriate manager to discuss the findings of 
the audit work completed. Recommendations are included in an action plan and 
timescales for implementation are agreed with the client prior to the final report 
being issued.   

41 The Terms of Reference state that ‘Auditors will issue a draft report within four 
weeks of the closure meeting with the management of the area under review, and 
will issue a final report within 2 weeks of receipt of management’s response’. Our 
review of files confirmed that this target is not consistently being achieved, and 
with a delay in response from the Authority and Constabulary being a contributory 
factor. Internal Audit is working towards achieving this target to ensure its work 
does not lose impact through being ‘out of date’. 

42 Follow up audits are built into the annual plans, and a further visit is made by 
Internal Audit to follow up on the agreed action plan. Where these visits reveal 
that recommendations have not been implemented as agreed, a further report is 
made to the Chief Executive and Director of Resources. 

43 The Head of Internal Audit provides a comprehensive report for the Authority 
supporting the Statement on Internal Control. The annual report clearly 
summarises work undertaken by Internal Audit at the Authority during the year, 
together with details of work still ongoing. The Principal Auditor has meetings with 
the Chief Executive, Director of Resources and Audit & Standards Committee 
through the year. 

Performance Quality and Effectiveness  
Arrangements for assessing performance, quality and effectiveness for each 
individual audit and for the internal audit service, as a whole, are in place. 

44 The audit manual is used together with a risk based auditing tool, CARE (Control 
& Risk Evaluation) by all Internal Audit staff. The Audit manual is updated in line 
with CIPFA guidance. 
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45 Feedback on the performance of Internal Audit is gathered throughout the year at 
the Principal Auditor meetings held with the Authority. In addition, the Department 
participates in the CIPFA annual benchmarking survey and questionnaires are 
circulated to Internal Audit’s clients. The results of the survey completed in 2006 
were favourable and indicated a general level of satisfaction with the Internal 
Audit Department. This was supported by feedback we received through 
meetings and correspondence with clients, with the general view being that the 
Internal Audit Department has raised its profile and fully supports the Authority in 
achieving its objectives. 

46 We found the planning process and resourcing model used ensures that work is 
allocated to auditors with appropriate skills, experience and competence. Team 
working has been introduced to ensure that staff are adequately coached to 
undertake work allocated effectively and, at the same time, development 
opportunities are available for less experienced staff. 

47 Performance measures and service standards are included in the Business Plan 
and Terms of Reference. These are monitored by the Head of Internal audit and 
the Management team, and performance is reported to the Audit & Standards 
Committee on a quarterly basis. An overall review of staff costs has confirmed 
that they are in line with other county councils. 

48 There has not been a formal internal quality review of work completed to ensure 
that it complies with the Code of Practice and Audit manual. However, where any 
performance or quality issues are identified, they are raised through the Audit 
Management Group, and action is taken to address them. Peer reviews of audit 
files were recommended at our last Internal Audit review, but this has proved 
difficult due to staff shortages. A reorganisation in Internal Audit has meant that 
there is more regular communication amongst the Principal Auditors, and it is 
planned to formalise peer reviews now that the three Senior Auditor positions 
have been filled. Whilst overall we have not identified any instances of poor work 
falling below accepted standards, we feel that a formal quality review process 
should be in place to strengthen even further the existing management 
arrangements. 
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ITEM 11 

 
AUDIT & STANDARDS COMMITTEE 
17 SEPTEMBER 2007 
 
PART I 

 
AUDIT COMMISSION POSITION STATEMENT 
(Appendix A refers) 
 
 
Issue for Consideration 
 
A position statement from the Audit Commission on work undertaken in 2006/07.  
 
Information 
 
The Audit Plan was agreed in June 2006 and set out the external audit work to be carried out in 
2006 and 2007. 
 
The purpose of the summary attached at Appendix ‘A’ is to set out the detail of the work agreed 
with the Police Authority and to indicate the current position as at 31st August 2007. 
 
Decision Required 
 
The Committee is asked to note the report. 

 
Background Papers 
 
Nil 
 
Report Author 
 
Name:   Mr J Cornett 
Organisation: Audit Commission    ( 01772 534988 





Audit Summary Report 

Date 

Last saved: 04/09/2007 08:41:00 

Audit Progress 
Report at 31 August 
2007 
Lancashire Police Authority 
 
Audit 2006/07 
 

  Appendix 'A' 



 

© Audit Commission 2006 
For further information on the work of the Commission please contact: 
Audit Commission, 1st Floor, Millbank Tower, Millbank, London SW1P 4HQ  
Tel: 020 7828 1212  Fax: 020 7976 6187  Textphone (minicom): 020 7630 0421 
www.audit-commission.gov.uk 

 

- Audit Commission descriptor to be inserted by Publishing- 

Document Control 

Author John Cornett 

Filename Progress report - 31 August 2007 

Status of our reports 
The Statement of Responsibilities of Auditors and Audited Bodies issued by the 
Audit Commission explains the respective responsibilities of auditors and of the 
audited body. Reports prepared by appointed auditors are addressed to 
non-executive directors/members or officers. They are prepared for the sole use 
of the audited body. Auditors accept no responsibility to: 

• any director/member or officer in their individual capacity; or  
• any third party. 

 

Copies of this report 
If you require further copies of this report, or a copy in large print, in Braille,  
on tape, or in a language other than English, please call 0845 056 0566. 

. 
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Introduction and Background 
1 The objective of this paper is to provide an up-to-date position statement setting 

out the progress of your external audit for the period covered by the 2006/2007 
audit plan in line with the Code of Audit Practice. 

2 We comply with the statutory requirements governing our audit work, in particular: 

• the Audit Commission Act 1998; and 
• the Code of Audit Practice (the Code) 

3 The Code defines auditors’ responsibilities in relation to: 

• the financial statements of audited bodies; and 
• audited bodies’ arrangements for securing economy, efficiency and 

effectiveness in their use of resources 

Summary 
4 The key issues arising from this report are: 

• Financial statements - our Audit of the Authority's financial statements is 
complete and our Annual Governance Report is to be presented at the 
meeting of the Audit and Standards Committee on 17 September 2007. 

• Our work around the Use of Resources judgement is largely complete with 
only the Financial Reporting criteria remaining to be assessed; the score for 
this element is due in October 2007.  Our detailed report for the other areas is 
currently being drafted but in summary the scores for 2006/07 are (2005/06 
scores shown in parenthesis); 
- Value for Money  = 4(3) 
- Financial Management = 3(3) 
- Internal Control = 3(3) 
- Financial Standing = 3(3) 
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ITEM 12 

 
AUDIT & STANDARDS COMMITTEE 
17 SEPTEMBER 2007 
 
PART I 

 
INTERNAL AUDIT MONITORING REPORT 2007/08 
PERIOD ENDED 31st August 2007 
(Appendix A refers) 
 
 
Issue for Consideration 
 
The Internal Audit Monitoring Report for the period from 1 April 2007 to 31 August 2007. 
 
Information 
 
The Terms of Reference for this Committee include the duty to consider internal audit’s major 
findings and management’s responses to them. 
 
The report at Appendix ‘A’ provides a brief summary of internal audit activity during the first five 
months of the 2007/08 financial year.  
 
Decision Required 
 
The Committee is asked to note the report. 
 
Background Papers 
 
Internal Audit Plan 2007/2008 – Audit & Standards Committee 5 March 2007 
 
Report Author 
 
Name:  Chris Clark 
Rank:  Senior Auditor 
Organisation: Lancashire County Council  ( 01772 536038 





Appendix ‘A’ 

 

Lancashire Police Authority 

Internal Audit Service 

Monitoring report for the period ended 31st August 2007 
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1 Purpose of this report 
1.1 The Annual Audit Plan for 2007/08 was approved by the Audit and Standards 

Committee on 5th March 2007. The plan reflects the approach agreed during 
the procurement and tendering process which appointed Lancashire Audit 
Service as the Police Authority’s internal auditors for the period 2005/6-
2007/8.  This report details the progress to date in undertaking the agreed 
coverage, and highlights any significant issues identified from the audit work 
performed in this period. 

1.2 This report covers the period 1st April 2007 to 31st August 2007. 

Acknowledgements 

1.3 We are grateful for the assistance that has been provided to us by all the 
Police Authority and Constabulary staff contacted in the course of our work. 

2 Key issues and themes arising during the period 

2.1 From the work completed to date (reviews of treasury management and 
insurance arrangements), no key issues have been identified that would have 
implications for the Police Authority's internal control environment as a whole. 

2.2 We have started work on a number of other reviews, including one of the 
debtors system and of the security and standards applied to the Police 
Authority and Constabulary websites, but are not yet at the stage of forming 
an opinion on the adequacy or effectiveness of these systems.  

3 Internal audit work undertaken 

Internal audit plan 2007/08 

3.1 Work carried out during this period was mainly in accordance with the agreed 
audit plan.  In addition to the planned reviews we have also undertaken work 
on the National Fraud Initiative, a national data-matching exercise run by the 
Audit Commission.  Details of the progress to date including assurance 
provided and key issues identified for each of the areas completed to date is 
set out in the ‘Summary of findings and Assurance’ table which forms part of 
Section 4.  This shows that 77 days have been spent in the five months since 
the start of the financial year to deliver the audit plan.  This equates to 33% of 
the total audit activity of 230 days planned for the year.   
Core financial systems 

3.2 We have completed the fieldwork and issued draft reports to management for 
the insurance and banking/treasury management reviews.  No issues were 
identified that require remedial management action. 

3.3 Fieldwork has been completed in respect of the debtors review and a draft 
report will be issued to management in September. 
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3.4 A timetable has been agreed with appropriate staff at the Constabulary for the 
scheduling of the remaining five core financial systems reviews (creditors, 
expenses, payroll, pensions and general ledger). 

General Computer Controls 

3.5 We have nearly completed the fieldwork for reviews of the standards and 
security of the Police Authority and Constabulary websites.  Draft reports will 
be issued to management in September. 

Operational reviews 

3.6 We had a meeting with the Constabulary’s Administration Manager in order to 
determine the Constabulary’s progress in implementing the Management of 
Police Information (MoPI) guidance and to consider the scope of the 
information management audit review.  There is to be a twice-yearly peer 
review of the Constabulary’s progress towards implementing the IMPACT1 
programme, incorporating the MoPI guidance.  In our opinion an internal audit 
review of this area would duplicate the peer review process and we are 
therefore proposing not to undertake any further work in this area this year. 

3.7 We have attended a meeting of the Continuous Improvement and Threat 
Management Group (CITMG) to give a presentation outlining the role of 
internal audit in giving assurance over the arrangements for managing risks, 
and to gain the input from CITMG to help shape the internal audit plan. 

3.8 Following this, we have had meetings with staff from the Constabulary’s 
Corporate Development team, who are involved in undertaking reviews 
commissioned by the CITMG, in order to determine whether we could support 
the work being undertaken by them. This process has not yet identified any 
areas for collaboration. 

3.9 Liaison with the CITMG and discussions with the Police Authority are ongoing 
to identify areas for audit review. 

National Fraud Initiative 

3.10 The Audit Commission undertake a national data-matching exercise every 
two years based upon information submitted by public sector organisations in 
order to identify cases of fraud.    We have evaluated the results of this 
exercise and followed up cases where appropriate.  The exercise did not 
reveal any material issues of concern. 

 

 

 

 

                                                           

1 IMPACT: Home Office programme designed to improve the way in which forces manage and share information 
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Resource input 

3.11 The staff resource input for the five months to 31 August 2007 is as follows: 

Audit plan 
Days Target %  Actual %

Head of Internal Audit 1 3 1
Principal Auditor 9 12-20 12
Senior Auditor (including IT) 21 25-35 27
Audit team members (including IT) 46 50-55 60

Total 77  
 
3.12 We are broadly on target to achieve the days for the time of the Head of 

Internal Audit, the Principal Auditor and Senior Auditor.  The percentage input 
from audit team members is currently in excess of the target, reflecting the 
fact that the majority of the work undertaken to date has been on the core 
financial systems, which require a greater input from the audit team 
members.  

4 Summary of findings 

Overall summary and assurance provided 

4.1 We have set out in the table on the following pages a brief summary of each 
review undertaken during the period and the areas to be covered in the 
remainder of the year.  This sets out the planned and actual days we have 
spent on each review, the variance between the days reported, and a 
summary of the assurance we have been able to provide in relation to each 
system or operational area of your business where work has been finalised.  
The key issues identified encapsulate the significant issues and areas where 
key recommendations were made.  They reflect the findings at the time the 
work was carried out. 

4.2 We have distilled the assurance into an assessment of the adequacy of each 
system, and its effectiveness in operation. 

4.3 System adequacy:  We have defined a system as adequate if its design 
enables it to achieve its core control objectives which, if operating as 
intended, serve to manage its inherent risks. 

4.4 System effectiveness:  We have defined a system as operating effectively if, 
after testing or other supporting evidence has been found, it is operating as 
intended. 
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