	Part One
	ITEM NO. 6



REPORT OF THE CITY TREASURER


TO THE: AUDIT & ACCOUNTS COMMITTEE
ON Monday, 30th June 2008

TITLE: INTERNAL AUDIT OUTPUT REPORT APRIL TO MAY 2008/9

RECOMMENDATIONS:

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 2008/2009, the activities undertaken in the reporting period, and the planned work for the second quarter of 2008/9.

BACKGROUND DOCUMENTS:

(Available for public inspection)

Quarterly Committee reports, Audit Management Information System.


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.

COMMENTS OF THE STRATEGIC DIRECTOR OF CUSTOMER AND SUPPORT SERVICES (or his representative):

1. LEGAL IMPLICATIONS


Provided by: N/A

2. FINANCIAL IMPLICATIONS

Provided by: N/A

PROPERTY (if applicable): N/A

HUMAN RESOURCES (if applicable): N/A


CONTACT OFFICER:

Andrew Waine

Tel: 0161 793 3357

andrew.waine@salford.gov.uk

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


KEY COUNCIL POLICIES: N/A


DETAILS: See report attached.


INTRODUCTION

This report provides Members of the Audit & Accounts Committee with details of the resources utilised by Internal Audit since the commencement of the financial year and the activities undertaken, primarily reports issued, since the last sitting of this Committee.

The report advises Members of the volume of recommendations categorised by high, medium, and low, in order of their significance to the control environment under review. It also advises Members of the progress made in the implementation of agreed recommendations by way of Post Implementation Reviews. 
This report also provides Members with the proposed workplan for the forthcoming quarter. Members should be advised that this may be subject to change.
RESOURCES UTILISED

The planned chargeable days, that is those which can be directly attributable to a client, for the financial year 2008/9 are 2228. 

For the period 1St April to 31st May 2008, 16% of the overall plan for Salford Internal Audit, including planned Computer Audit, and Special Investigations, had been delivered relative to the chargeable days element. Based on this level of outturn, it is anticipated that the target for the year of 100% of the Audit Plan should be achieved. 
Internal Audit continues to respond to the Anti-Fraud & Anti-Corruption Strategy in terms of special investigations. During the period of account, Internal Audit has incurred almost a quarter of its planned activity in this regard, although the planned days are considerably lower than in previous years.
Investigations concluded during this period of account are reported separately under Part Two of this Committee.

Internal Audit – Progress Report

As at 31st May 2008
	Category
	Actual Days (Total)
	Annual Plan (Total)
	% Achieved

	Chief Executive's
	23
	
	

	Children's Services
	122
	
	

	Community Health & Social Care
	14
	
	

	Customer & Support Services
	31
	
	

	Environment
	11
	
	

	General
	0
	
	

	Housing & Planning
	53
	
	

	 Total
	254
	1792
	14

	Irregularity
	40
	165
	24

	Management and planning
	62
	271
	23

	 Total
	102
	436
	23

	 Grand Total
	356
	2228
	16


REPORTING
During the period April to May 2008, a total of 25 audit reports have been issued, to various client Directorates across the City Council. The table at Exhibit A below shows the audits that have been undertaken and the recommendations that have been put forward for management consideration. A total of 115 recommendations have been made classified over three categories of high, medium, and low. It is pleasing to note that all of the recommendations made have been accepted by management, as these issues are designed to improve the control environment within their areas of responsibility.

Exhibit A also provides Members with details of the internal audit reviews of primary and special schools for their compliance with the Financial Management Standard in Schools, which were conducted during 2007/8. A total of 32 reviews were undertaken and all of the schools achieved the accreditation. Internal Audit will seek confirmation of agreed action in implementing the recommendations during the course of this year.
The distinction between the categorisation of recommendations is based on their implications and impact on the system under review. There is a level of Auditor judgement in determining which are high recommendations and those which fall into the other two categories. High recommendations are likely to include fundamental control breakdowns, illegal acts, fraud, and recommendations for improvements in systems design.

Medium and low classified recommendations are likely to consist of non-recurring, explainable events in internal controls which may have already been rectified. These recommendations are included in the final report to ensure they have been mentioned in the event that the underlying factor which initiated the matter recurs. 

Further to this, Internal Audit undertakes Post Implementation Reviews (PIRs) of all the services that have been subject to audit within the previous six months. This approach may take the form of an actual site visit to verify the implementation of agreed recommendations, or by a process of Self Assessment and formal notification to Internal Audit of agreed actions. In general, PIR Audit Reports are issued predominantly after site visits where there have been instances of non-conformity with agreed recommendations.
	Exhibit A
	
	
	

	
	Recommendation Priorities
	
	

	
	
	Recommendations
	

	Ref
	Audit
	High
	Medium
	Low
	Number Agreed

	3152
	LAA Baseline Review
	0
	0
	0
	0

	3177
	St Ambrose Barlow RC 
	0
	6
	0
	6

	3190
	North Walkden Primary
	1
	1
	0
	2

	3192
	Godfrey Ermen  CE Primary
	6
	7
	0
	13

	3207
	Licencing Income
	1
	1
	0
	2

	3208
	Hilton Lane Primary
	0
	4
	0
	4

	3215
	St Paul’s Peel Primary
	1
	3
	0
	4

	3217
	St Mark’s RC Primary
	1
	2
	0
	3

	3219
	Barton Moss Primary
	0
	2
	0
	2

	3227
	Ellenbrook Primary
	1
	1
	0
	2

	3230
	Chatsworth High School
	1
	5
	0
	6

	3231
	St Mark’s CE Primary
	3
	5
	0
	8

	3233
	New Park High School
	0
	3
	0
	3

	3235
	Data Centre – Physical & Environmental Controls
	1
	2
	2
	5

	3238
	Holy Cross & All Saints RC Primary
	3
	3
	0
	6

	3257
	Clarendon Road Primary
	1
	7
	0
	8

	3261
	St Teresa’s RC Primary
	1
	1
	0
	2

	3267
	Light Oak’s Junior
	1
	5
	0
	6

	3269
	St James Primary
	2
	3
	0
	5

	3271
	The Friars Primary 
	7
	4
	0
	11

	3283
	St Philips CE Primary
	7
	5
	0
	12

	3289
	Irlam Endowed Primary
	0
	4
	0
	4

	3291
	The Albion High
	0
	0
	0
	0

	7405
	Housing Market Renewal – Statement of Grant Usage
	0
	0
	0
	0

	7500
	LAA part two
	1
	0
	0
	1

	
	TOTALS
	39
	74
	2
	115

	
	Percent
	49%
	50%
	1%
	100%


	Various
	FMSiS 
	131
	97
	2
	230


POST IMPLEMENTATION REVIEWS

Members have previously expressed interest in establishing the progress in implementing recommendations, and the table at Exhibit B below provides details of the progress made by way of conducting Post Implementation Reviews. 

Of the 6 Post Implemetation Reviews undertaken within the reporting period, 1 has fully implemented the recommendations and is now closed. In all of the other cases, progress has been made towards implementing the agreed recommendations, and revised timescales have been agreed. Confirmation of implementation of these agreed recommendations will be sought after the agreed timescales.
	
	Exhibit B
	
	
	
	
	
	
	

	
	Results of Post Implementation Reviews


	
	
	
	
	
	
	

	
	
	Recommendations
	
	
	Outstanding Recommendations

	Ref
	Audit
	High
	Medium
	Low
	Number Agreed
	PIR Due
	High
	Medium
	Low
	Comments

	3068
	St Ambrose Barlow RC High School – FMSiS 
	0
	6
	0
	6
	February

2008
	0
	0
	0
	This review was conducted at the same time as a routine audit of the school.

	3102
	Main Accounting System
	2
	1
	0
	3
	January 2008
	1
	0
	0
	Final accounts procedures have been reviewed. A revised timescale to review other common accounting processes and worksteps has been planned. Revised implementation date December 2008.



	3115
	Cash & Bank (Paris System)
	1
	7
	0
	8
	January 2008
	1
	1
	0
	Partially implemented.

Due to resourcing issues, procedure notes have not been fully documented.
Revised Implementation date 31st May 2008.

	3273
	Client Affairs
	3
	4
	0
	7
	February 2008
	1
	0
	0
	Access to appropriate systems for Capital verification has been agreed for 1st June 2008.

	3292
	The Albion High School - FMSiS
	0
	7
	1
	8
	January 2008
	0
	1
	0
	The outstanding recommendation relates to the requirement to undertake a Benchmarking exercise which had not been possible due to software issues.

	7609
	Education Accountants
	4
	2
	0
	6
	January 2008
	2
	1
	0
	The outstanding recommendations relate to documenting policies and procedures and consulting schools as to their opinion of the service in order to demonstrate value for money and highlight any quality issues. These activities are under way. Timescales are June and September 2008 respectively.


Workplan for Quarter 2 2008/9
Members have stated that they would welcome an indication of the planned workload of Salford Internal Audit for the ensuing period of account. The table at Exhibit C below provides an indication of the areas we intend to cover during this period. 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.

Summary reports on these subject matters will be issued to Members at the conclusion of each review. 

Exhibit C
	Subject Matter
	Directorate

	Complaints Management
	Housing & Planning

	Urban Vision Client Side
	Housing & Planning

	School Crossing Patrols
	Housing & Planning

	Red Rose Forest PIR
	Housing & Planning

	National Indicator Sets
	Chief Executive’s

	LPSA
	Chief Executive’s

	Procurement Managing Agency
	Customer & Support Services

	Attendance Management PIR2
	Customer & Support Services

	Primary schools FMSiS
	Children’s Services

	Building Schools for the Future
	Children’s Services


SUMMARY

The report has identified that after two months of this financial year, Salford’s Internal Audit team has achieved 16% of its planned commitments, and is on target for attainment of the Audit Plan already approved by this Committee.
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 few areas where recommendations have not been completely implemented, and amended timescales have been agreed for their introduction.
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