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PURPOSE OF REPORT

The purpose of this report is to present the Committee with the results of
the External Quality Assessment of Internal Audit.

RECOMMENDATION

It is recommended that the Committee consider and comment on the EQA,
and note that the Internal Audit Service fully conforms with Public Sector
Internal Audit Standards (PSIAS).

CURRENT SITUATION

The mandatory PSIAS, published initially in April 2013 and most recently
updated in March 2017, applies to all Internal Audit service providers in the
UK public sector.

The objectives of PSIAS are to define the nature of internal auditing within
the UK public sector; set basic principles for carrying out internal audit;
establish a framework for providing internal audit services, which add value
to the organisation, leading to improved organisational processes and
operations; establish the basis for the evaluation of internal audit
performance and drive improvement planning.

PSIAS require the Chief Audit Executive (the Chief Internal Auditor (CIA))
to develop and maintain a quality assurance and improvement programme
(QAIP) that covers all aspects of the internal audit activity. The QAIP must
include both periodicinternal self-assessments and five-yearly external
assessments, carried out by a qualified, independent assessor from outwith
the organisation, and enable evaluation of the internal audit activity's
conformance with the PSIAS.




34 To assist its members to meet the five-yearly external assessment
requirement, the Scottish Local Authorities Chief Internal Auditors’ Group
(SLACIAG) established a collaborative system of formal peer reviews. This
approach not only assists with ensuring that independent assessors, and
their teams, have appropriate knowledge and experience of the local
government internal audit environment but also removes the financial
burden from councils, associated with procuring these services externally.
The allocation of assessors / assessment teams to councils participating in
the peer review process was undertaken autonomously, ensuring that,
amongst other governing principles, local authorities with perceived / known
conflicts of interest could not review one another. At the outset, assessors
were required to formally declare any interests so that these could be
appropriately addressed during the allocation process. Highland Council
was selected to carry out the external assessment in Aberdeen City
Council.

35 To support the peer review process, SLACIAG developed a comprehensive
External Quality Assessment (EQA) framework, including an EQA Checkilist
for Assessing Conformance with the PSIAS and the Local Government
Application Note (EQA Checklist) and a key Stakeholder Questionnaire
proforma. The external assessment of Aberdeen City Council’s Internal
Audit has been carried out by Highland Council’'s CIA, utilising this
framework.

3.6 This report provides a high level summary of requirements for each
standard per the PSIAS and CIPFA Local Government Application Note
and sets out the findings, conclusions and recommendations from the
external assessment, which involved discussions with key members of
staff, including the Chief Audit Executive, review of the most recent self-
assessment carried out utilising the EQA Checklist and consideration of
other relevant supporting documentation / information (Evidence Pack)
including working paper files and completed stakeholder questionnaires.

4. FINANCIAL IMPLICATIONS

4.1 There are no direct financial implications arising from the recommendations
of this report.

5. LEGAL IMPLICATIONS

5.1 There are no direct legal implications arising from the recommendations of
this report.

6. ENVIRONMENTAL IMPLICATIONS

6.1 There are no direct environmental implications arising from the

recommendations of this report.
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The Internal Audit process considers risks involved in the areas subject to
review. Any risk implications identified through the Internal Audit process
are detailed in the resultant Internal Audit reports. Recommendations,
consistent with the Council's Risk Appetite Statement, are made to address
the identified risks and Internal Audit follows up progress with implementing
those that are agreed with management. Those not implemented by their
agreed due date are detailed in the attached appendices.

OUTCOMES

There are no direct impacts, as a result of this report, in relation to the
Council Delivery Plan, or the Local Outcome Improvement Plan Themes of
Prosperous Economy, People or Place.

However, Internal Audit plays a key role in providing assurance over, and
helping to improve, the Council’'s framework of governance, risk
management and control. These arrangements, put in place by the
Council, help ensure that the Council achieves its strategic objectives in a
well-managed and controlled environment.

IMPACT ASSESSMENTS
Assessment Outcome
Impact Assessment An assessment is not required because the

reason for this report is for Committee to
review, discuss and comment on the
outcome of an internal audit. As a result,
there will be no differential impact, as a result
of the proposals in this report, on people with
protected characteristics.

Privacy Impact Not required
Assessment

BACKGROUND PAPERS

There are no relevant background papers related directly to this report.
APPENDICES
Appendix A — Final EQA Report — Aberdeen City Council
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