Broads Authority
28 March 2008

Agenda Item No 22
Internal Audit’s Terms of Reference, Code of Ethics, Audit Strategy, Strategic and Annual Audit Plans

Report by Audit Manager
	Summary:
This report has been prepared in accordance with the requirements of Section 17 of the Norfolk and Suffolk Broads Act 1988, Section 12(2) of the Local Government Finance Act 1982, c.32, the Accounts and Audit Regulations 2003, the Accounts and Audit (Amendment) Regulations 2006 and the CIPFA Code of Practice for Internal Audit in Local Government 2006.   These documents collectively establish the statutory requirement for the Authority to have an Internal Audit Service and specify the standards by which the service will operate.


The purpose of this report is to demonstrate that the Broads Authority has taken appropriate steps to achieve full compliance with the relevant Regulations and Code of Practice, by ensuring that the requisite documentation and processes have been put in place when delivering the Internal Audit Service within the organisation.


Furthermore, the report seeks to demonstrate that there is clear linkage between Internal Audit’s Terms of Reference, Internal Audit Strategy and its Strategic and Annual Audit Plans. 

Due to the length of the detailed supporting documents, these are available on request from Zoe Parker or Rob Holman preferably by email.  Please telephone the authority on 01603 610734 to request a copy.

Recommendation: 

That the Broad Authority approve in principal and delegate responsibility to the Director of Corporate Services, Head of Finance and Head of IT and Tolls:

· Internal Audit’s Terms of Reference;

· the Code of Ethics;

· Internal Audit’s Strategy for 2008/09;

· the Strategic Audit Plan for 2008/09 to 2012/13; and
· the Annual Audit Plan for 2008/09.


1
Introduction/Background

1.1
From April 2003 onwards, the Internal Audit Service for the Broads Authority has been provided through an external contract, which since January 2006 has been serviced entirely by Bentley Jennison Risk Management Ltd.   The appointment of the Internal Audit Services provider was made by the Treasurer and Financial Adviser to the Authority.   
1.2
From 1 October 2007 new arrangements have been introduced, whereby the Broads Authority has joined the Norfolk Internal Audit Consortium, comprising South Norfolk, Breckland and Broadland District Councils and Great Yarmouth Borough Council.   As a consequence of joining the Consortium, management of the Internal Audit Service is being provided by the Audit Manager employed by South Norfolk Council (Sandra King), whilst individual audit assignments are being performed via a contract that exists between South Norfolk Council and Deloitte and Touche Public Sector Internal Audit Ltd.
1.3
In accordance with the new Internal Audit Service provisions, the Broads Authority will now be subject to a more rigorous audit planning process mirroring that received by the other participating authorities in the Consortium.   This effectively means that an Internal Audit Strategy has been established to determine future audit coverage of business operations, and alongside this, Terms of Reference have been developed, together with a Code of Ethics, a 5-Year Strategic Audit Plan and an Annual Audit Plan for 2008/09.
2
Terms of Reference for Internal Audit

2.1
The proposed new Terms of Reference seek to provide the Broads Authority with the assurance that Internal Audit is operating in strict accordance with the ‘proper internal audit practices’ as specified in the Accounts and Audit Regulations 2003 and the Accounts and Audit (Amendment) Regulations 2006.
2.2
The documentation, which will be reviewed annually, emphasises the responsibilities and objectives of Internal Audit, as well as reporting lines and working relationships.   The Terms of Reference also recognise the role of management in relation to the internal control environment and fraud and corruption matters.   Interaction with the Director of Corporate Services, the Treasurer and Financial Adviser, the Head of Finance, other members of the Management Team and the Authority as a whole have also been taken into account to confirm reporting arrangements which will be observed in the future.
2.3
A full copy of Internal Audit’s Terms of Reference is available on request from Zoe Parker or Rob Holman.
2.4
There is still some work to be done in relation to the agreement of working protocols with management, partners, other internal auditors, external auditors, other regulators and members, and this will be undertaken in the course of 2008/09. 
3
Code of Ethics
3.1
The Code of Ethics is primarily intended to establish the minimum standards for the performance and conduct of the Authority’s Internal Auditors in relation to the four guiding principles of integrity, objectivity, competence and confidentiality. 
3.2
The Audit Manager and the Deloitte and Touche auditors will complete annual undertakings as required by the Code of Ethics and, where appropriate, will declare any conflicts of interest affecting their independence in relation to planned audit reviews.
3.3
The Code of Ethics, including how Internal Auditors will demonstrate their adherence to these requirements, it is available on request from Zoe Parker or Rob Holman.

4
Internal Audit Strategy

4.1
The Internal Audit Strategy links closely with Internal Audit’s Terms of Reference with regards to what is prompting the planned audit coverage.   The Strategy sets out to explain the format followed in the course of the Annual Audit Needs Assessment, the risk factors applied and how this information is then used to populate the 5-Year Strategic Audit Plan and the Annual Audit Plan.
4.2
The new Internal Audit Services contract also contains a provision whereby the Deloitte and Touche auditors will be called upon to comment on planned audit coverage and assist with the further refinement of the audit planning process, as they familiarise themselves with the way the Authority operates.
4.3
The current Internal Audit Strategy, is available on request from Zoe Parker or Rob Holman.

5
The Strategic Audit Plan for April 2008/09 to March 2012/13

5.1
The overarching objective of the Strategic Audit Plan is to provide a comprehensive programme of audits, which allows assurance to be obtained from each audit as well as from a collective whole.   It is not possible to cover all aspects of the internal control system in detail every year, essentially because there are not sufficient audit resources to permit this blanket coverage, but to ensure appropriate audit scrutiny of the main areas to allow a general opinion to be obtained.
5.2
The Strategic Plan has already been discussed in detail with the Director of Corporate Services, the Head of Finance and the Head of Information Technology and Collector of Tolls.   It has also been circulated to the Treasurer and Financial Adviser and other members of Management Team for their comments and affirmation, prior to its referral to the Authority’s Board.   A copy of planned proposals, is available on request from Zoe Parker or Rob Holman.

6
The Annual Audit Plan for April 2008 to March 2009

6.1
Having developed the Strategic Audit Plan, the Annual Audit Plan can then be extracted from it, it is available on request from Zoe Parker or Rob Holman.  A total of 31 days, comprising system audit, computer audit and audit management days has been identified for delivery during 2008/09.
7
Conclusions
7.1
Since 1 October 2007 the Broads Authority has been a member of the Norfolk Internal Audit Consortium.   Under this new arrangement, the Authority is being provided with audit management input from South Norfolk Council, whilst audit assignments are being carried out by Deloitte and Touche Public Sector Internal Audit Ltd.   
7.2
As a consequence of joining the Norfolk Internal Audit Consortium, the Authority will adopt the same Internal Audit Terms of Reference as other participating members.      In addition, an Internal Audit Strategy has been formulated, acknowledging the sources to be consulted and the methodology to be applied when identifying audit requirements for the next five years.   Furthermore, a Code of Ethics for Internal Audit has been put in place to comply with best practice guidance, as detailed in CIPFA’s Code of Practice for Internal Audit in Local Government 2006.   
7.3
Having determined the Internal Audit Strategy, a Strategic Audit Plan has been developed and from this, the Annual Plan for 2008/09 has been extracted, which will serve as the work programme for the new internal audit provider – Deloitte and Touche Public Sector Internal Audit Ltd.
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Available on Request:
from Zoe Parker or Rob Holman
The Broads Authority’s Terms of Reference for Internal Audit
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