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Work Performed

Internal Audit performed one visit to the Broads Authority in December 2005/January 2006 which incorporated the review areas listed below as agreed in the Authority’s audit plan. It should be noted that no reviews have been undertaken in respect of Information Technology subjects. The only IT subject originally included in the plan (Disaster Recovery) was deferred at the Authority’s request.

	Area of Review
	General Control
	Internal Audit confirmed that the following key controls were in place and that all were being complied with
	Exceptions

	Budgetary Control
	Budgets set as per Standing Orders and Financial Regulations
	1. Annual revenue, capital and manpower estimates are prepared in accordance with a timetable agreed by the Head of Finance
2. The Head of Finance shall collate and summarise estimates approved by the various Committees and submit them to the Authority for approval
3. Officers shall consider the estimates and make such adjustments as they deem necessary on consultation with the Committees concerned and submit to the Authority the resultant budget with any recommendations they consider necessary
4. Any report to a Committee or Sub-Committee which would involve the Authority in any expenditure shall indicate the extent to which such expenditure is covered by estimates approved by the Authority
5. All revised estimates are completed within a prescribed timescale and are appropriately approved
6. Budgets holders are advised of their approved budgets in a timely manner
	None

	
	Adequate approval of supplementary estimates
	1. Any revenue or capital expenditure not included in the approved annual estimates or covered by any approved virement or contingency provision is subject of a supplementary estimate
	None

	
	Proper monitoring, reporting and distribution of I&E
	1. Actual income and expenditure is properly monitored against budget with appropriate reports being produced for management and members
	None

	Financial Ledger
	Access restricted
	1. Access to the accounting system is strictly controlled
	None

	
	Back-up and recovery processes in place
	1. Back-ups are undertaken on a daily basis
2. Sufficient generations are retained and are held in a secure location with at least one being kept off-site
3. Back-up copies are tested to ensure their readability
4. An adequate contingency plan exists, preferably in writing i.e. Disaster Recovery Plan
	4. The current business contingency plan including disaster recovery was under review at the time of the audit. This matter will therefore be subject to review at a later data.

	
	Standard coding structure in place
	1. Amendments or the introduction of new codes should be controlled and co-ordinated strictly and permitted only on the authority of the Head of Finance
2. All codes should be set out clearly in the code book and kept up to date
3. Every accounting item should be routed to its appropriate budget head in the ledger by means of a financial code
4. All invalid codes should be investigated and rectified promptly
5. On screen validation of financial codes should exist on direct input to the ledger and all feeder systems
	None

	
	Opening balances brought forward correctly
	1. Opening balances are brought forward correctly from the previous year
	None

	
	Input of data from feeder systems authorised/accurate
	1. Formal internal control procedures should require all data submitted to the ledger to be authorised properly by nominated employees
2. Processing controls should exist to ensure that all information entered into feeder systems is correct and complete, e.g. batch controls
3. Regular reconciliation of control totals should take place. The processing of subsidiary systems and GL should produce control totals independently of each other, which should be used to check and reconcile
4. GL should apply its own validity tests on data received from feeder systems to ensure codings are correct.
5. Any mis-codings should be posted to a suspense account
	None



	
	Journals appropriately authorised
	1. All journals are appropriately authorised
	1. Internal Audit noted that, whilst journals will be undertaken by Finance staff following a request from a recognised source, there is currently no requirement for documentary authorisation from the originator.

See Action List Recommendation 1

	Follow-up of Key Controls Review (Jan/Feb 2005)
	Staff be reminded to ensure that evidence is always provided to demonstrate creditor batch and cheque accuracy
	This control is in place and is operating effectively

	
	Creditor masterfile additions and amendments be checked and authorised by someone other than the officer who input them onto the finance system


	This control is not yet in place but, following the implementation of on-line purchasing, will be addressed in the new financial year

	
	The Authority issues pre-numbered debtor requisition stationery to authorised officers and advises those officers that sundry debtors will not be raised without a requisition being prepared and signed. Also, a list of which requisitions have been issued and subsequently returned should be maintained 
	This control has not been implemented. However, pre-numbered stationery is not now used as a matter of course with un-numbered forms available on the intranet and e-mails and letters also being acceptable. As such this control has become unworkable.

It is still important to ensure that all expected income is generated appropriately and that there are regular checks for new sources.

Please see Action List - Recommendation 2


	
	The Authority considers the possible repercussions from an immediate loss of their outsourced payroll service and develops a suitable contingency plan
	A business continuity procedure in respect of the Payroll service is now in place



	
	The Strategy and Resources Committee agendas have a permanent section for Risk Management whereby the organisations current position on risk can be assessed 
	Since the cessation of the Strategy and Resources Committee, Internal Audit are unable to establish at which fora the position with regard to the risk management action plan is discussed at.

See Action List - Recommendation 3



	International Standards of Auditing (ISA’s)
	Internal Audit conducted an overview of all key financial systems to ensure compliance with the International Auditing Standards. As such the following systems were documented and flowcharted and made available to the Audit Commission:  Purchase Ledger, Sales Ledger, Payroll, Treasury Management, Tolls Income, Tourist Information Centre Income, Assets and Stock. The financial ledger was assessed as part of the financial ledger review which is included as part of this report. During the process of this work, three control points were noted where it was considered appropriate to report to management and these are as follows:



	
	At present, paper stationery in respect of the ordering system is not controlled (ie by accounting for the numbers of all orders/requisitions raised)

Procedural guidance for staff to use the on-line authorisation of invoices system has yet to be produced and distributed.

See Action List – Recommendation 4

	
	The Sales Ledger Procedures in ‘Financial Procedural Manual – Version 1 (Updated 14th October 2005)’ had not been completed

See Action List – Recommendation 5

	
	The tolls income collection process has not been documented in the Financial Procedures Manual

See Action List – Recommendation 6


2
Action List

	No
	Recommendation
	Rating
	Agreed (Y/N)
	Comments of auditee
	Implementation

	
	
	
	
	
	By whom
	When

	1
	Requests for journals to be raised be evidenced by the requesting officer via an e-mail or physical signature
	Medium
	Y
	Evidence will be obtained for all journals from the requesting officer or an explanation of the journal will be recorded.
	Senior Finance Assistants/ Finance Assistants
	With immediate effect

	2
	Broads Authority Management monitors to ensure that all expected sources are billed and establishes a system that will identify any potential new sources of income and ensure that accounts are raised appropriately 
	Medium
	Y
	Staff will be reminded of the need to raise invoices for all income.
	Head of Finance
	By 28 February 2006

	3
	Specified Committee agendas have a permanent section for Risk Management whereby the organisations current position on risk can be assessed and discussed regularly
	Medium
	N
	Arrangements are being made for the Strategic Risk Register to be regularly reviewed and updated in accordance with the appropriate review frequency, and, in addition, for the register to be reviewed on an annual basis by the Authority’s Management Forum and by members. In the case of the latter the appropriate body would be the Broads Authority itself. (Note that it is not considered necessary to have a permanent section on risk management on the agenda for every meeting).
	Director of Corporate Services
	Report to Broads Authority in June 2006

	4
	As part of the new on-line authorisation of invoices system, Management ensures that Financial and Departmental procedural guidance is revised to include the electronic processes and new control reports available.
	Medium
	Y
	The systems manual will be updated to include the electronic processes and control reports.
	Senior Finance Assistant (SL)
	By 31 March 2006

	5
	The Financial Procedures Manual be updated to include all of the sales ledger processes
	Medium
	Y
	The manual will be updated to include all the sales ledger processes.
	Finance Assistant (MLN)
	By 31 March 2006

	6
	The Financial Procedure Manual be updated to show how tolls income is collected, submitted and posted to the ledger
	Medium
	Y


	The manual will be updated to show how tolls income is collected, submitted and posted to the ledger. (Note that the Authority is looking to introduce a new tolls system with effect from 1 April 2007, which may impact on this).
	Senior Finance Assistant (SL)/ Assistant Collector of Tolls
	By 30 September 2006


RISK MANAGEMENT LTD 





Bentley Jennison








1 of 8

