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and Opinion of the Head of Internal Audit
Report by Director of Corporate Services 

	Summary:
The Annual Report of the Head of Internal Audit on Internal Audit Activity for 2008/09 is enclosed with these agenda papers as a separate document. This report summarises the outcome of the work carried out by the Authority’s internal auditors during 2008/09, and also incorporates the Opinion of the Head of Internal Audit on the Overall Adequacy of the Internal Control Environment, and the Overall Adequacy of Corporate Governance Arrangements and Risk Management, at the Broads Authority.
Recommendations:  
(i) That the Annual Report of the Head of Internal audit be received and noted.
(ii) To note that the overall standards of internal control were adequate during 2008/09. 
(iii) To note that a limited assurance has been given in respect of Corporate Governance and Risk Management arrangements for the year ended 31 March 2009. 
(iv) That powers be delegated to the Chief Executive, in consultation with the Treasurer and Financial Adviser and Head of Internal Audit, to determine the 5 yearly Strategic and Annual Audit Plans.


1
Introduction
1.1
In October 2007 the Broads Authority joined the Norfolk Internal Audit Consortium, comprising South Norfolk, Breckland and Broadland District Councils and Great Yarmouth Borough Council. As a consequence of this, management of the internal audit service is now being provided by a Head of Internal Audit employed by South Norfolk Council (SNC), whilst individual audit assignments are being performed through a contract that exists between SNC and Deloitte and Touche Public Sector Internal Audit Ltd.
1.2
As a result the Authority is now subject to a more rigorous audit planning process mirroring that received by the other participating authorities in the Consortium. To facilitate this 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. Full details were reported to the Authority at its meeting on 28 March 2008.
2
Summary of Reports received in 2008/09
2.1
The Annual Audit Plan is derived from the 5 year Strategic Audit Plan, and is drawn together by the Director of Corporate Services, in consultation with the Treasurer and Financial Adviser, Head of Internal Audit and the Authority’s Management Team. A risk based approach is used, drawing on the Authority’s Strategic Risk Register and accepting that it is not possible to cover all aspects of the internal control system every year.
2.2
The following audits were carried out during 2008/09:
· Corporate Governance 
· Toll Income 
· Payroll and Human Resources 

· Asset Management

· Disaster Recovery

· Key Controls

· IT Overview/Computer Needs Assessment.
2.3
A summary of the key issues arising out of the reports is set out in Appendix 3 of the Head of Internal Audit’s Report. Members will note that an audit assurance opinion of the processes examined is given in each instance, and that in all cases but one the Authority’s processes have been considered to be

‘substantial’ or ‘adequate’. The exception is Disaster Recovery, where the requirement to develop a Business Continuity Pan and Disaster Recovery Plan has resulted in a ‘limited’ assurance. 
2.4 
A summary of the definitions/categories of audit opinion is shown in Appendix 
2a of the Report. It should be noted that the second category was changed 
from ‘substantial’ to ‘adequate’ with effect from January 2009.
3
Opinion of the Head of internal Audit

3.1      The Head of Internal Audit is required to provide a Written Report and Opinion on the overall adequacy of the Authority’s internal control environment and on its corporate governance framework and risk management arrangements. 

3.2      On the basis of the internal audit work undertaken during 2008/09 it is the opinion of the Head of Internal Audit that the overall standards of internal control were ‘adequate’ at the Authority for the year ended 31 March 2009, and therefore accorded with proper practice.
3.3      On the basis of internal audit work undertaken during 2008/09, and the completion of a more recent audit into the Authority’s Corporate Governance and Risk Management processes, it is the opinion of the Head of Internal audit that a ‘limited’ assurance level can be given to the corporate framework and risk management arrangements within the Authority for 2008/09.

3.4      This opinion results from the number of high and medium priority recommendations arising out of the recent audit, and in paragraph 3.5.4 of her report the Head of Internal Audit refers to four high priority recommendations:
· Secure the Authority’s offices from unauthorised access by other organisations and visitors using the same building.

· Devise and update policies and procedures for asset management.
· Develop a Business Continuity Plan.
· Develop a Disaster Recovery Plan.
3.5 
Officers do not accept the first of these recommendations, since it is 
considered that the arrangements which are already in place at the new 
offices are adequate. The others are being progressed.

3.6      The Head of Internal Audit’s Opinion has been incorporated into the 
Authority’s Annual Governance Statement, also on the agenda for this 
meeting, and the recommendations arising from the internal audit reports, 
where they have not already been implemented, have been incorporated into 
the accompanying Action Plan.
4 
Programme of Work for 2009/10
4.1
The following programme of reviews has been provisionally agreed for 2009/10:
· Corporate Governance and Risk Management (5 days) - April 2009
· Partnership Working (7 days) – October 2009

· Toll Income Application Review (8 days) – November 2009

· Key Controls and Assurance Work (12 days) – December 2009

· Fens Ecological Project (5 days) – March 2010.
4.2
At its meeting on 28 March 2008 the Authority resolved to delegate

responsibility to officers to determine the 5 year Strategic Audit Plan for 2008/09 - 2012/13 and the Annual Audit Plan for 2008/09. For the sake of good order and to facilitate the efficient management of the internal audit service, it is recommended that this power be extended to future years.
5
Summary
5.1 
It is disappointing that the Authority has, for the first time, received a ‘limited’ 
assurance in respect of its corporate governance and risk management 
arrangements.
5.2 
Members will be aware that the past 12 months has been an exceedingly 
busy, and at times difficult, period for the Authority, with the office move and 
Broads Bill process, allied to significant levels of staff sickness/ absence. This 
has inevitably impacted on the capacity of staff to make as much progress on 
matters such as the asset management, business continuity and disaster 
recovery plans as had been hoped. However these matters are now being 
given priority and officers are confident that the high level recommendations 
arising out of the internal audit reports will be progressed substantially over 
the next 6 to 9 months.
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