Haringey Council

Agenda item: [N O.]

- Audit Committee On 19 April 2011

Report Title: Internal Audit Annual Plan and Strategy 2011/12

Report authorised by: Director of Corporate Resources
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Report of and Contact Officer: Anne Woods, Head of Audit and Risk Management
Tel: 020 8489 5973
Email: anne.woods@haringey.gov.uk

Wards(s) affected: All Report for: Non-key decision

1. Purpose of the report

1.1 The purpose of this report is to inform members of the proposed Annual Internal
Audit Plan for 2011/12.

1.2 The report also advises Members of the internal audit strategy.

2. State link(s) with Council Plan Priorities and actions and/or other Strategies:

2.1Audit and Risk Management contribute to the Council priority to deliver excellent,
customer focused, cost effective services by reviewing key services and making
recommendations for improvement where appropriate. Follow up work is undertaken
to ensure that managers implement agreed recommendations and improvements.

3. Recommendations
3.1 That the Audit Committee notes and approves the internal audit strategy.

3.2 That the Audit Committee approves the Annual Internal Audit Plan for 2011/12.

4. Reason for recommendation(s)

4.1 The Audit Committee is responsible for reviewing and approving the annual internal
audit plan as part of its Terms of Reference. In order to facilitate this, a draft audit
plan is provided for review and approval by the Audit Committee.




5. Other options considered
5.1 Not applicable

6. Summary

6.1 The internal audit service makes a significant contribution to ensuring the adequacy
and effectiveness of internal control throughout the authority. This report sets out the
planned programme of work for 2011/12.

6.2 The information has been complied from information held within Audit & Risk
Management and from records held by business units across the Gouncil.

7. Head of Legal Services Comments

7.1 The Head of Legal Services has been consuited in the preparation of this report, and
in noting that both the plan and the strategy adopt recognised current best practice,
advises that there are no direct legal implications arising out of the report.

8. Chief Financial Officer Comments

8.1 The Chief Financial Officer notes the proposed 2011/12 internal audit plan and
strategy and the allocation of the 1000 days of work to be delivered from the
contracted out service. The plan reflects current best practice requirements for
internal audit and ensures that, over the life of the contract, the Council’s key
systems and services will be appropriately reviewed according to risk. This approach
also ensures that the council operates a fully integrated internal audit and risk
management process.

8.2 As outlined in section 15.2 the small in-house team is responsible for investigations
into allegations of financial irregularity, pro-active anti-fraud work, provision of advice
on risk and controls and grant certification work. This is on top of the planned work
set out in the attached appendix.

8.3 The Council’s 2011/12 financial planning process included a reduction in planned
audit days of 150 compared to 2010/11 generating an on-gong saving for the
Council. The Chief Financial Officer is confident that this will not compromise the
integrity of the audit service and can be managed without risk to the Council.

9. Head of Procurement Comments
9.1Not applicable

10. Equalities and Community Cohesion Comments
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10.1 This report deals with how risks to service delivery are managed across all areas of
the council, which have an impact on various parts of the community.
Improvements in managing risks and controls will therefore improve services the
Council provides to all sections of the community.

11. Consultation

11.1 No external consultation was required or undertaken in the production of this
report. Consultation has been undertaken with respective service managers,
Assistant Directors, Directors and the Assistant Chief Executive in the production of
the draft internal audit plan.

12. Service Financial Comments

12.1 There are no direct financial implications arising from this report. The work
completed by Deloitte and Touche to undertake the annual audit plan is part of the
five year contract which was awarded following a competitive tendering exercise in
compliance with EU regulations from 1 April 2007. The costs of this contract are
contained and managed within the Audit and Risk Management revenue budget.

13. Use of appendices
13.1  Appendix A - Draft internal audit plan and strategy 2011/12.

14. Local Government (Access to Information) Act 1985

14.1For access to the background papers or any further information please contact
Anne Woods on 0208 489 5973.

15. Background

15.1Local authorities are required by law to maintain an internal audit function. In addition,
The Accounts and Audit (Amendment) (England) Regulations 2006 reinforce the
statutory requirement and re-state the need for the Council to maintain an adequate
and effective system of internal audit.

15.2Within Haringey, the Internal Audit function is comprised of Deloitte and Touche, who
undertake the majority of the internal audit work in accordance with the contract in
place, including IT and procurement audit. The in-house team is currently responsible
for investigations into allegations of financial irregularity, pro-active anti-fraud work,
provision of advice on risk and controls and grant certification work.

15.3Appendix A contains the proposed annual audit plan for 2011/12, which is fully risk
based and has been derived following consideration of: planned organisational and
efficiency savings; risk registers; new projects and procurement activities reported to
the Cabinet and the Cabinet Procurement Committee; the Annual Audit and Inspection
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Letter: and fraud investigation work completed in 2010/11. This approach reflects
current best practice requirements for internal audit and ensures that, over the life of
the contract, the Council’s key systems and services will be appropriately reviewed
according to risk. This approach also ensures that the council operates a fully
integrated internal audit and risk management process.

15.4Appendix A also includes the audit strategy which will be used to deliver the council’s
internal audit plan. As part of the contract with Deloitte and Touche, it is considered
appropriate to keep members advised of the strategy and the way in which the service
will be delivered and request their approval of it. The strategy has been drafted in
accordance with the 2006 CIPFA Code of Practice and best practice guidance for
public sector audit services.

16. The Annual Audit Plan 2011/12

16.1The proposed annual internal audit plan for 2011/12 is attached as Appendix A to this
report. It gives outline details of the planned audit work on the key financial and other
systems of the Council. The detailed scope for each project will be agreed with the
client for the work at the planning stage of the audit. Timings for the projects have also
been agreed, wherever possible, with the nominated clients to take account of any
cyclical or other work pressures, although these may be subject to change during the
course of the year.

16.2The proposed projects have been discussed with directors and their management
teams and will be subject to further discussions with the nominated client for each
audit as part of the detailed planning process. All completed projects are subject to a
formal follow up review process and the results of the follow up reviews will continue
to be reported for information to Members, on a quarterly basis.

16.3We will continue to work with the Council’s external auditors, Grant Thornton, to
ensure that audit coverage is maximised and duplication is avoided wherever possible
in order to make the best use of our combined resources. A programme of meetings
has already been planned during 2011/12 to ensure that use of audit resources is
effective.

16.4Included in the audit plan (within Corporate Resources and People & Organisation
Development) are audits of key financial systems. We consider key systems to be
those which are essential to the successful management of the Council, and where
failure of the system would have a material effect on the organisation. These key
systems, including payroll, accounts payable, accounts receivable, council tax, and
housing benefits are therefore subject to regular review. This programme of work has
been agreed with both the managers responsible and the council’s external auditors.
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