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	REPORT OF THE CITY TREASURER



	TO THE: AUDIT & ACCOUNTS COMMITTEE
ON: Wednesday, 28th March 2012


	TITLE: INTERNAL AUDIT PLAN 2012/13
 



	RECOMMENDATION:

Members are asked to approve the Internal Audit Plan for 2012/13.


	EXECUTIVE SUMMARY:

The purpose of this report is to seek Member’s approval of the 2012/13 Internal Audit Plan.



	BACKGROUND DOCUMENTS:

(Available for public inspection)

Audit Management Information System, Risk Registers, Internal Audit Planning Module.



	KEY DECISION:
NO 



	DETAILS:
N/A



	KEY COUNCIL POLICIES: N/A



	EQUALITY IMPACT ASSESSMENT AND IMPLICATIONS: N/A



	ASSESSMENT OF RISK:

The Internal Audit Plan is primarily determined from both the Strategic and Directorate Risk Registers, key concerns raised by Directorates, and requirements placed on Internal Audit by regulation. This approach is aimed at giving assurance regarding the management of the City Council’s key business risks.



	SOURCE OF FUNDING: 

Existing revenue budget.



	LEGAL IMPLICATIONS: Supplied by: N/A




	FINANCIAL IMPLICATIONS: Supplied by: N/A



	OTHER DIRECTORATES CONSULTED: N/A



	CONTACT OFFICER:  Andrew Waine
 

TEL. NO. 0161 607 6969
 



	WARD(S) TO WHICH REPORT RELATE(S): N/A




Introduction
This report provides thematic details of the planned activity to be undertaken by the Internal Audit team on behalf of Salford City Council. The details of the service’s planned work and the number of chargeable (or productive) days that the Internal Audit team expect to be able to provide to the Council within the financial year 2012/13 are provided in the Progress Report which this Committee receives at each sitting. In determining the number of chargeable days, account is taken of annual leave and sickness and other non-productive time, which cannot be directly charged to audit assignments; these are known as non-chargeable days.

Both of these elements are monitored on a regular basis by the Audit Managers and the Head of Audit.

Internal Audit Approach

In determining the audit areas to be included in the annual plan, Internal Audit uses a risk-based approach. Reference is made to the Council’s risk registers for each directorate and discussions are held with the respective Strategic Director, as well as other senior officers, to ensure any emerging risk areas are included in the Audit Plan. 

Once we have a list of the likely audit requirements, these are then risk scored in order to prioritise the work of the team and to ensure all the major risk areas are covered. The risk scoring process takes into account risk factors, such as:

· The materiality of the area, i.e. how much money is transacted through that area

· The level of change in the area, i.e. in terms of staff and process changes

· Regulatory and mandatory requirements, i.e. areas that we are required to audit

· Public sensitivity  

· Management control environment, i.e. our knowledge of how good the controls in an area have been from our work in previous audits

· The experience of other local authorities, i.e. emerging trends and areas of national concern.
After the potential areas have been risk scored, the available days are matched against these risk areas. There will always be some lower risks that fall outside of the Audit Plan due to a lack of available days. Members should be assured that if Internal Audit felt that the risk from these unplanned items was fundamental, they would be informed at this Committee. Members should also take assurance from the fact that the risk scores are reviewed and updated on a regular basis throughout the year.

Major changes that affect the Council need to be introduced into the planning process as and when they occur. It is crucial to have a flexible plan capable of allowing auditable areas to be re-prioritised as circumstances and relative risks change to ensure that Internal Audit respond appropriately to emerging issues and risks. 

Joint working arrangements have been agreed with the Audit Commission and are intended to meet good practice for obtaining the maximum benefit out of working together.

The different remits of Internal and External Audit mean that each assesses where audit effort needs to be directed to meet their respective objectives. The extent of co-operation depends on these respective remits. Where they overlap, we will work together to avoid duplication and provide a co-ordinated approach.

In line with best practice, the Audit Plan includes the elements shown in the table below. The table analyses the level of resource allocated to each element. Details of proposed audit activity in each area is summarised in Appendix A. 

	ASSURANCE THEME
	% of Resource
	Audit

Days

	Core Financial Systems                        
	16
	285

	Comprehensive Spending Review Monitoring
	5
	90

	Review of IT/IS Risks                            
	10
	180

	Non-financial systems including schools
	28
	497

	Anti-Fraud & Anti-Corruption Controls            
	13
	224

	Post Implementation Reviews                
	8
	146

	Contingency/Consultancy 
	9
	164

	 Audit Management/Administration 
	11
	198

	Total
	100
	1784


Plan Details
The Accounts and Audit (England) Regulations 2011 places a statutory duty on the Council to review all systems of internal control both financial and non-financial. As such, modern internal audit practice is to identify the entire “audit universe” and then draw assignments from this list based on a risk assessment methodology.

For the financial year 2012/13, the total number of chargeable internal audit days to be provided by the Internal Audit team is 1,784; the number of audit days approved for 2011/12 was 1,661. We have improved our existing working practices which has resulted in gaining efficiencies allowing more productive days to be achieved. 

Key areas of audit work planned for 2012/13 are as follows:

Core Financial Systems

Examining the controls around the key financial systems for the Council is an essential part of the work of Internal Audit due to the need to provide Members, management, and the Audit Commission with assurance that good governance and control arrangements are in place over these material systems. The main requirement for Internal Audit will be to ensure that these systems are subject to review and that an adequate number of tests are performed to demonstrate the reliability of the data. The Audit Commission will assess compliance with these requirements. 
The merger of Payroll and HR has been identified as a key development which should achieve efficiencies and cost benefits to the Council. However, we will assist HR by advising on new controls and procedures as part of the project team. Once the system has been implemented we will conduct audit testing to ensure that the controls are operating as designed.
Comprehensive Spending Review

In response to the Comprehensive Spending Review (CSR), the Council has made considerable cost savings and, as a result, there are has been many structural and staffing changes, which increases the overall level of risk. This has been identified as an area of risk and, therefore, Internal Audit will continue to adopt a watching brief approach to evaluate and advise on the impact of any changes resulting from the CSR.
Internal Audit will provide a dedicated resource to support the Council’s Comprehensive Spending Review programme in delivering the required outcomes by auditing the proposed savings and confirming that they are all correctly reported, monitored and implemented. 
Review of IT/IS Systems

Specialist IT Auditors will undertake reviews of IT systems and IT projects. This element of the plan will be informed by the IT Strategy, the work required for Information Governance and any changes arising from national IT developments.

Non-financial Systems

The work undertaken on non-financial systems enables compliance with Standard 9 of the Code of Practice for Internal Audit in Local Government in the United Kingdom. The Code requires the Head of Internal Audit to give an opinion on the overall adequacy and effectiveness of the Council’s internal control environment.
There is an amount of planned work for 2012/13 in this category where the risk areas have been identified by the directorate management teams and which have been highlighted by Strategic Directors as areas over which they require extra assurance. 

School Audits
The Plan for 2012/13 consists of reviews of 18 primary schools and 5 high schools, comprising of both individual school reviews and Post Implementation Reviews. Collectively, schools remain the largest single area of work for Internal Audit.

The Department for Education has introduced the Schools Financial Value Standard which requires all the Council’s schools to compile a return at the end of 2012/13 financial year commenting on their attainment of this Standard. This is a new requirement and the success or otherwise of schools in this regard, will allow Internal Audit’s schools planning process in subsequent years to be prioritised on attainment of this Standard.
Anti-Fraud and Anti-Corruption Controls



The team will continue to promote and develop the Anti-Fraud & Anti-Corruption Strategy and deal with issues that arise in this area throughout the year.



In order to continue to apply CIPFA’s best practice guidance ‘Managing the Risk of Fraud – Actions to counter fraud and corruption’, otherwise known as ‘Red Book 2’, Internal Audit will undertake and develop various pro-active fraud initiatives, for example, data interrogation and data matching.

Post Implementation Reviews

Post Implementation Reviews are carried out following the issue of the audit report to establish the up-to-date position on the implementation of the recommendations made.

	Assurance Theme
	Auditable Area
	Scope

	Core Financial Systems


	System Reviews:
· Fixed Assets

· NNDR

· Accounts Payable Salford

· Accounts Receivable

· Income Receipting

· Main Accounting System

· Treasury Management

· Childcare Vouchers

· Payroll

· Council Tax

· Housing & Council Tax Benefits

· Procurement


	Reviews in this area will be agreed with the new Chief Financial Officer. The systems listed in this plan are indicative of the systems which could be subject to review.

	Comprehensive Spending Review
	Supporting directorates in achieving their level of savings by independent assessment of their savings proposals.
	Provision of a comprehensive and concurrent assessment of the level of savings being proposed by directorates, reported upon, monitored, and managed.

	Review of IT/IS risks
	System Reviews:
· IT Strategy
· Information Governance

· Review of Technical Infrastructure
	The scope of the IT audit work will be discussed and developed following consultation with the Assistant Director – Corporate ICT. 


	Non-financial systems
	System Reviews:
· Children's Centres

· Pupil Referral Units

· Troubled Families

· Barton Moss Nursery

· Belvedere Nursery

· Higher Broughton Nursery

· Little Hulton Nursery

· Winton Nursery

· Electronic Call Monitoring

· Major Adaptations to Homes

· Governance Arrangements of PCT – 
Consortium & Health Board

· Supporting People contracts

· Residential Care (Personal Money)

· Residential Care Contracts

· Care Package Guidance Levels 

· Supported Tenancy

· Monitoring Care Plans

· Greaves Trust
· Pendleton PFI

	To support the requirement to provide an opinion on the adequacy of the systems of internal control, the following areas have been selected using a risk based approach to audit planning.

Additional work will be identified in response to emerging issues and risks.

	Non-financial systems
	· National Fraud Initiative

· Childcare Vouchers

· Local Transport Settlement Grant

· IDEA (Creditors)

· IDEA (Payroll)

· IDEA (Council Tax)

· IDEA (Housing Benefits)

· IDEA (General Ledger)

· IDEA (Investments)

· Lease Car Scheme

· Land Charges

· Manager Self Service (MSS)
· Mobile phone management

· Attendance Management

· Licences

· Income Collection

· Environmental Protection Act

· Value for Money from any Capital Project

· Proceeds of Crime Act

	

	Non-financial systems
	· HMRF Statement of Grant Usage

· Growth Point Statement of Grant Usage

· Supporting People Service

· Carbon Reduction Commitment 2011-12 

· Port Salford

· Street Lighting

· Chapel Street Property Fund


	

	Schools
	· Beech Street Primary School

· Brentnall Primary School

· Boothstown Methodist Primary School

· Bridgewater Primary School

· Grosvenor Road Primary School

· Holy Family RC Primary School

· James Brindley Primary School

· Lewis Street Primary School
· Monton Green primary School
· Peel Hall Primary School

· Primrose Hill Primary School

· St Andrews Boothstown Primary School

· St Boniface R.C. Primary School

· St Lukes R.C. Primary School

· St Pauls CE (Nevile Rd) Primary School

· St Pauls (Crompton St) Primary School

· St Philips R.C. Primary School

· Wharton Primary School

	Undertake a review of the governance, financial, and administrative arrangements at each school.

	Schools
	· All Hallows R.C. High School

· St Ambrose Barlow R.C. High School

· St Georges R.C. High School

· St Patricks R.C. High School

· Wentworth High School
	

	Anti-Fraud & Anti-Corruption Controls


	· Promotion of Anti-Fraud & Anti-Corruption Strategy

· Investigate cases of fraud and/or misappropriation as required

· Assist management in the collation of data appropriate to the case under investigation, as and when required
· Maintain, develop and promote the Council’s policies in relation to the Anti-Fraud & Anti-Corruption Strategy
	To promote and develop the Anti-Fraud & Anti-Corruption Strategy 



	Post Implementation Reviews (PIR’s)


	· PIR’s carried out in 12/13 will relate to audits carried out in 11/12 and earlier in 12/13. PIRs are normally undertaken after six months or as dictated by the agreed implementation date.
	Follow-up on recommendations made in previous reviews seeking assurance that agreed actions have been implemented.




