


	
	PART ONE
	ITEM NO. 



	
	

	REPORT OF THE CITY TREASURER



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


	TITLE: INTERNAL AUDIT PROGRESS REPORT APRIL TO FEBRUARY  2011/12


	RECOMMENDATION:

Members are requested to consider the contents of the report.


	EXECUTIVE SUMMARY:

The purpose of this report is to inform Members of the resources utilised by Internal Audit during 2011/12, the activities undertaken in the reporting period, and the status of work currently being undertaken, and of that proposed during the fourth quarter of 2011/12.



	BACKGROUND DOCUMENTS:

(Available for public inspection)

Quarterly Committee reports, Audit Management Information System.



	KEY DECISION: NO 



	DETAILS: 
See report attached.



	KEY COUNCIL POLICIES: N/A 



	EQUALITY IMPACT ASSESSMENT AND IMPLICATIONS: N/A



	ASSESSMENT OF RISK:

Internal Audit projects are managed within the Unit’s risk based audit protocols 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 Members of the Audit & Accounts Committee with details of the resources utilised by Internal Audit since the commencement of Internal Audit’s 2011/12 plan, the activities reported upon since the last sitting of this Committee in January  2012, and the work currently being undertaken.
RESOURCES UTILISED

The planned chargeable days, that is those which can be directly attributable to audit work, for the financial year 2011/12 are 1661. Internal Audit has a target to achieve 100% of these days for the year. We can report that for the period April to February 2012, proportionately 114% of the overall plan has been delivered compared to a target of 83% for the period. Internal Audit has constantly strived to minimise the number of non-chargeable days throughout the year and this has successfully been reflected in the higher than expected attainment level of chargeable days.
Internal Audit continues to respond to the need to undertake special investigations, and has incurred 171% of its planned activity in this regard. Investigations concluded are reported separately under Part Two of this Committee.

Table A - Internal Audit Progress Report April to February 2012
	Directorate
	Actual Days (Total to date)
	Annual Plan (Total to date)
	% Plan Achieved

	Chief Executive's
	61
	39
	158

	Children's Services
	422
	374
	113

	Community Health & Social Care
	75
	186
	40

	Customer & Support Services
	489
	451
	108

	Environment & Community Safety
	60
	58
	104

	Sustainable Regeneration
	67
	86
	79

	Contingency
	0
	121
	0

	Total
	1174
	1313
	89

	Irregularity
	368
	215
	171

	Management and Planning
	188
	133
	142

	Total
	557
	348
	160

	Combined Total
	1731
	1661
	104


REPORTING
During the period from January to February 2012, a total of 8 audit reports have been finalised (excluding Safeguarding Action Plan reports) and issued to various client directorates across the Council. 
Table B below shows the audits that have been undertaken and the recommendations that have been put forward for management consideration. 
A total of 106 recommendations have been made and classified over four categories of critical, high, medium, and efficiency (See Table E on Page 18 for explanations of the different categories). 
Members should note that the activity which Internal Audit has undertaken on the Safeguarding Action Plan has been an ongoing piece of work program over a considerable period of time, from which individual audit reports have been issued to management highlighting the level of compliance within key action points, and making recommendations for improvement where appropriate; we have summarised our findings into one report.  This key piece of work has sought to ensure the operating effectiveness of the safeguarding arrangements in place across Children’s Services directorate. 
Our recommendations are designed to improve the control environment within the auditee’s area of responsibility and it is pleasing to note that all of the recommendations made have been accepted by management. Our audit reports include an action plan that records the detail of our findings, the related recommendations and the action management intend to take to implement our recommendations. This provides a record that progress can be monitored against when we undertake our Post Implementation Reviews.  
The level of assurance given to each audit is a balanced judgement based upon the subjects’ established system of controls, the subjects’ approach to risk management, and the nature of any recommendations made (See Table F on Page 18 for explanations of the different levels of assurance). 
Table B - Recommendation Priorities
	Audit
	Recommendations
	Assurance Level

	
	Critical
	High
	Medium
	Efficiency
	Number Agreed
	

	Bereavement Services Income Collection
	0
	2
	2
	3
	7
	Moderate

	Income Collection - Provider Services Day Centres
	0
	2
	11
	1
	14
	Limited

	Extended Schools
	0
	0
	0
	0
	0
	High

	Grosvenor Road Primary School
	0
	4
	5
	0
	9
	Moderate

	Harrop Fold
	0
	0
	2
	0
	2
	High

	St George’s CE Primary School
	0
	4
	7
	3
	14
	Limited

	St Joseph the Worker
	0
	0
	3
	0
	3
	High

	Walkden High School
	0
	0
	5
	0
	5
	Moderate

	Safeguarding Action Plan (21 reports)
	0
	23
	29
	0
	52
	

	Totals
	0
	35
	64
	7
	106
	


POST IMPLEMENTATION REVIEWS

Internal Audit undertakes Post Implementation Reviews (PIRs) of all the services that have been subject to an audit. The timing of a PIR is determined by the agreed implementation dates, detailed within the original audit report, and is generally undertaken within six months of the audit. 

The PIR takes the form of an actual site visit to verify the implementation of agreed recommendations. 
During January to February 2012, a total of 13 post implementation reviews have been reported. Table C below provides details of the progress made by Directorates/schools in implementing the agreed recommendations.
In respect of the 13 PIRs undertaken during this period, there are a total of 7 outstanding high priority recommendations, 13 outstanding medium priority recommendations, and 1 efficiency recommendation. Revised implementation dates have been agreed with management. 
Table C - Results of Post Implementation Reviews
	Post Implementation Review
	Recommendations

	
	
	Made
	Implemented:
	Outstanding:

	Customer and Support Services - 
Accounts Payable and Accounts Receivable 
Original report issued November 2010
	Critical:
	0
	0
	0

	
	High:
	0
	0
	0

	
	Medium:
	4
	1
	3

	
	Efficiency:
	0
	o
	0

	Audit Comment:

The outstanding matters refer to both systems:
· Archiving data which is anticipated to be completed in part during 2012

· Enabling the correct level of SAP access commensurate with duties

· Compiling business continuity plans


	
	Recommendations

	
	
	Made
	Implemented:
	Outstanding:

	Customer and Support Services - Payroll
Original report issued April 2011
	Critical:
	0
	0
	0

	
	High:
	1
	0
	1

	
	Medium:
	3
	1
	2

	
	Efficiency:
	1
	1
	0

	Audit Comment:

The outstanding matters refer to:

· Compiling business continuity plans
· Assessing the benefits of future software development for client needs

· Archiving data which may be impracticable due to data retention requirements


	
	Recommendations

	
	
	Made
	Implemented:
	Outstanding:

	Customer & Support Services – Income Receipting
Original report issued 25th March 2011
	Critical:
	0
	0
	0

	
	High:
	0
	0
	0

	
	Medium:
	2
	2
	0

	
	Efficiency:
	0
	0
	0

	

	
	Recommendations

	
	
	Made
	Implemented:
	Outstanding:

	Children's Services - 
School Closures Summer Term 2010
Original report issued 27th January 2011
	Critical:
	0
	0
	0

	
	High:
	1
	1
	0

	
	Medium:
	1
	1
	0

	
	Efficiency:
	2
	2
	0

	

	
	Recommendations

	
	
	Made
	Implemented:
	Outstanding:

	Children’s Services - 
Barton Moss Primary School

Original report issued 14th January 2011
	Critical:
	0
	0
	0

	
	High:
	4
	4
	0

	
	Medium:
	2
	2
	0

	
	Efficiency:
	0
	0
	0

	

	Children’s Services - 
Clarendon Road Primary School

Original report issued 11th February 2011
	Recommendations

	
	
	Made
	Implemented:
	Outstanding:

	
	Critical
	0
	0
	0

	
	High
	3
	3
	0

	
	Medium:
	4
	4
	0

	
	Efficiency:
	0
	0
	0

	

	
	Recommendations

	
	
	Made
	Implemented:
	Outstanding:

	Children’s Services - 
Hilton Lane Primary School

(Change of Head teacher and Post-Implementation Review)

Original report issued 11th March 2011
	Critical:
	0
	0
	0

	
	High:
	0
	0
	0

	
	Medium:
	4
	4
	0

	
	Efficiency:
	0
	0
	0

	

	Children’s Services - 
Light Oaks Infant School

Original report issued 11th May 2011
	Recommendations

	
	
	Made
	Implemented:
	Outstanding:

	
	Critical
	0
	0
	0

	
	High
	4
	4
	0

	
	Medium:
	0
	0
	0

	
	Efficiency:
	0
	0
	0

	

	Children’s Services - 
St Mary’s CE Cadishead Primary School

Original report issued 7th July 2011
	Recommendations

	
	
	Made
	Implemented:
	Outstanding:

	
	Critical
	0
	0
	0

	
	High
	8
	6
	2

	
	Medium:
	4
	4
	0

	
	Efficiency:
	0
	0
	0

	Audit Comment:

The outstanding matters refer to:

· The review and authorisation of school trip costing sheets by the Head teacher
· Obtaining a signed contract in relation to a letting arrangement at the School 



	Children’s Services - 
St Pauls CE (Heathside) Primary School

Original report issued 14th February 2011
	Recommendations

	
	
	Made
	Implemented:
	Outstanding:

	
	Critical
	0
	0
	0

	
	High
	2
	2
	0

	
	Medium:
	6
	3
	3

	
	Efficiency:
	0
	0
	0

	Audit Comment:

The outstanding matters refer to:

· A governor review of all Service Level Agreements
· Updating bank mandates

· Formal approval of a risk register by governors



	Children’s Services - 
The Deans Primary School

Original report issued 10th December 2010
	Recommendations

	
	
	Made
	Implemented:
	Outstanding:

	
	Critical
	0
	0
	0

	
	High
	0
	0
	0

	
	Medium:
	3
	3
	0

	
	Efficiency:
	0
	0
	0

	

	Children’s Services - 
Chatsworth High School

Original report issued 17th June 2011
	Recommendations

	
	
	Made
	Implemented:
	Outstanding:

	
	Critical
	0
	0
	0

	
	High
	8
	7
	1

	
	Medium:
	6
	3
	3

	
	Efficiency:
	1
	1
	0

	Audit Comment:

The outstanding matters refer to:

· Arranging for internet banking
· Formal governor approval of the School’s risk register

· Presentation of school fund accounts to governors

· Considering and approving the level of parental contribution



	Children’s Services - 
Fostering and Adoption
Original report issued 20th December 2010
	Recommendations

	
	
	Made
	Implemented:
	Outstanding:

	
	Critical
	0
	0
	0

	
	High
	3
	0
	3

	
	Medium:
	5
	3
	2

	
	Efficiency:
	1
	0
	1

	Audit Comment:

The outstanding matters refer to:

· Recruitment of foster carers
· Transferring all data relating to fostering onto CareFirst

· Recruitment of qualified social workers
· Ensuring the quality of data is robust and quality assured

· Modelling CareFirst to record all relevant recruitment and adoption information




WORK IN PROGRESS QUARTER 4 (2011/12)
Members have stated that they would welcome an indication of the planned workload of Internal Audit. Table D below provides an indication of the key areas currently being reported upon and those planned for commencement in the near future. 
Members need to be aware that these subject matters have arisen as a result of the annual audit planning process, and that these are only indicative subject matters due to our flexible planning methodology, and which could be subject to amendment. Committee summary reports will be issued to Members at the conclusion of each review.

	Review Title


	Terms of Reference (TOR) Issued
	Draft Report date due on TOR
	Status
	Comments

	Safer Recruitment
	2/6/2011
	15/7/2011 revised to 20/4/2012
	Reporting
	Payroll/HR merger has impacted upon finalising this review. Revised ToR dates for draft report have been amended despite ongoing liaison with client.

	The scope of the audit includes a review of the following key processes: 

· Recruiting permanent staff, including vetting references and qualifications, verifying identity and asylum and immigration status.

· Recruitment of agency and temporary employees

· Internal transfers of employees

· Compliance with the Criminal Records Bureau Code of Practice; including checks carried out in respect of client groups within the Licensing section of the Environment and Community Safety Directorate, and the Fostering and Adoption Service within the Children's Services Directorate


	Processing of Committee Papers
	28/10/2011
	27/1/2012 revised to 20/4/2012
	Testing
	Revised ToR dates for draft report have been issued.

	The scope of the audit review includes, and is limited to, the following processes: 

· Reviewing the use of the Forward Look for completeness and in line with the timeliness of report preparation

· Examining reports in order to assess their style, presentation, use of consultees and overall quality

· Procedures in place to ensure appropriate confidentiality of information

· Reviewing timescales in relation to obtaining responses from consultees for the report being consulted upon and the timely submission of the reports to Democratic Services


	Residential Care (contractual arrangements)
	3/10/2011
	18/11/2011
	Reporting
	Awaiting approval of management response from Director of CH&SC. 

	The scope of the audit involves a review of the following processes:

· Compliance with the contract by providers 

· Impact of a reduction in scrutiny on Salford City Council residential care service as a direct result of a reduction in Care Quality Commission service provision

· Salford City Council client side monitoring and reviewing of the contract


	Council Tax
	26/10/2011
	9/12/2011
	Reporting
	Delay due to extension of testing. 

	The scope of the audit will include a review of the following:

· Policies and Procedures

· Valuation of properties

· Determining Council Tax liability and billing

· Collection/refunds of Council Tax

· Recovery and enforcements of Council Tax


	Remuneration of Elections Staff
	12/10/2011
	28/11/2011
	Reporting
	Delay due to extension of scope.1st draft report issued.

	The scope of the audit review includes the following: 

· The maintenance and reliability of suitable records in relation to staff and others performing electoral duties 

· The processing and authorising of payments due including accounting for statutory deductions 

· The administration of the supporting paperwork and returns

· The reconciliation of payments made to bank records 

· Retention of required financial records


	SAP ESS/MSS Portal (employee/manager self service)
	5/12/2011
	27/1/2012

Revised to 20/4/2012
	Testing
	Awaiting supply of data from client 
Due to the client having other priorities ie merger with HR, there has been a delay in receiving data which has necessitated a revised date for the issue of the draft report.

	The scope of the audit review includes the following: 

· That the SAP Employee Self Service Portal is being utilised as intended, 

· That the benefits of implementing the SAP Employee Self Service Portal are being realised


	Housing & Council Tax Benefits
	25/11/2011
	13/1/2012
	Reporting
	

	The scope of the audit review includes the following:

· The administration of Benefit claims

· The assessment and processing of Benefit claims subject to eligibility confirmation

· The payment of Benefit claims and action for any overpayments arising

· The detection and prevention of Benefit fraud

· The Benefit subsidy grant claim

· Monitoring the section’s performance


	National Non-domestic Rates
	23/2/2012
	30/3/2012
	Testing
	

	The scope of the audit review includes the following:

· Valuation

· Liability

· Billing

· Collections and Refunds

· Recovery and Enforcements


	Payroll
	8/3/2012
	30/4/2012
	Testing
	

	The scope of the audit review includes the following:

· Payroll policies and procedures are in place and are complied with

· Administration of starters, leavers and amendments to payroll data

· Authorisation, submission and processing of variations to pay via both electronic and paper based timesheets, expense and mileage claim forms

· Reconciliations of the payroll system to the Main Accounting System

· Recommendations arising from previous audit reports have been fully implemented



	Accounts Payable
	16/2/2012
	9/3/2012
	Testing
	

	The scope of the audit review includes the following:

· Policies and Procedures in place that document staff responsibilities  

· The raising and authorising of orders

· The receipt of orders

· The authorising of payments

· The security of data


	Treasury Management
	7/2/2012
	16/3/2012
	Reporting
	1st draft report issued 7/3/2012

	The scope of the audit review includes the following:

· Borrowing and investments

· Payments

· Records and reconciliations

· Monitoring and reporting



	Troubled Families
	27/2/2012
	30/4/2012
	Testing
	

	The scope of the audit review includes the following:

· Confirmation of a core cohort of around 835 families which will be the target of the programme

· Agreement of a set of outcomes and outcome indicators which will be used to monitor progress and demonstrate outcomes achieved in order to draw down funding from Government

· Establishment of robust arrangements for the measurement of the agreed set of outcome indicators



	Mental Health SCC & PCT Arrangements
	Not Yet Issued
	
	Scoping TOR
	

	Attendance Management PIR 2
	N/A
	
	Scoping TOR
	

	Carbon Reduction Reporting PIR
	Not Issued
	
	Reporting
	1st draft report issued 6/3/2012

	Facilities Management
	Not Yet Issued
	
	Planning
	

	Creditor Payments (IDEA)
	N/A
	
	Testing
	

	Residential Care (Personal Money)
	Not Yet Issued
	
	Planning
	

	Governance Arrangements of PCT - Consortium & Health Board
	Not Yet Issued
	
	Planning
	

	Postal Services Value For Money
	Not Yet Issued
	
	Planning
	

	Cathedral School of St Peter & St John PIR
	Not Yet Issued
	
	Planning
	

	St John’s CE Primary School PIR
	Not Issued
	
	Reporting
	1st draft report issued 2/3/2012

	St Teresa’s RC Primary School PIR
	Not Issued
	
	Reporting
	1st draft report issued 5/3/2012

	St Thomas of Canterbury RC Primary School
	Not Issued
	
	Reporting
	2nd draft issued 6/3/2012

	Willow Tree Primary School
	Not Issued
	
	Reporting
	

	Monton Green Primary School
	Not Yet Issued
	
	Planning
	

	Moorfield Primary School
	Not Issued
	
	Testing
	

	St Augustine’s CE Primary School
	Not Issued
	
	Reporting
	Final report issued 2/3/2012


SUMMARY

As at the end of February 2012, Salford’s Internal Audit service has achieved its target for the year in terms of its target for chargeable days. Demand for Internal Audit to undertake special investigations continues and we have already met our planned target for the year in this respect. 
Recommendations arising from our reviews appear to have been appropriate in their objectives of improving the control environment as this can be demonstrated by the acceptance of management to implement such actions.

Furthermore, our Post Implementation Reviews have highlighted areas where recommendations have not been completely implemented, and where appropriate, amended timescales have been agreed for their introduction, or other managerial action has intervened.
Table E - Recommendation Priorities:

	Critical
	These recommendations are control weakness that could have a significant impact on achievement of the council’s (or respective organisation’s) objectives.

	High
	These recommendations are likely to include fundamental control breakdowns within the audited service, illegal acts, fraud, and recommendations for improvements in systems design.

	Medium 
	These recommendations are likely to consist of non-recurring, explainable events in internal controls which may have already been rectified.

	Efficiency
	These recommendations relate to improvements in working practices that would lead to a more efficient and/or cost reduced service.


Table F - Levels of assurance:

	High
	Key controls are adequately designed and are operating effectively to deliver the area’s key objectives.  

	Moderate
	Some weaknesses in the design and/or operation of controls, but low impact on the achievement of the area’s key objectives.  

	Limited 
	Weaknesses in the design and/or operation of controls which could have a significant impact on the achievement area’s objectives but should not have a significant impact on the achievement of the council’s objectives. 

	No
	There are weaknesses in the design and/or operation of controls that not only have a significant impact on the achievement of the area’s objectives but also may put at risk the achievement of the council’s objectives.


