	Part One
	ITEM NO. 10



REPORT OF THE CITY TREASURER


TO THE: AUDIT COMMITTEE

ON Tuesday, 22ND April, 2007


TITLE: INTERNAL AUDIT STRATEGY AND PLAN 2008/9

RECOMMENDATIONS:

Members are asked to approve the Internal Audit Strategy and Plan for 2008/9.

EXECUTIVE SUMMARY:

The purpose of this report is to seek Member’s approval of the 2008/9 Internal Audit Strategy and Plan.

BACKGROUND DOCUMENTS:

(Available for public inspection)

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


ASSESSMENT OF RISK:

The Internal Audit Plan is primarily determined from 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.

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 – Audit Manager

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
The Audit and Consultancy Services Unit contains Salford Internal Audit, Risk Management, and Energy Management who provide services to the City of Salford. The External Contracts team, who also reside in the Audit and Consultancy Services Unit, supply audit services to a variety of partner and external clients.

This report provides details of the planned activity to be undertaken by the Internal Audit service for Salford City Council. The details below provide details of planned work and the number of chargeable (or productive) days that the Salford Internal Audit team expect to be able to provide to the Authority in the financial year 2008/9. 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 Manager and the Head of Internal Audit, and are reported to this Committee on a quarterly basis.

Internal Audit Approach

In determining the audit areas to be included in the annual plan, Internal Audit use a risk-based approach. Reference is made to the Authority’s risk registers for each directorate and discussions are held with the Strategic Director for each area, as well as other senior officers, to ensure any emerging risk areas are included in the 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 audit risk areas are covered. The risk scoring process takes into account risk factors as follows:


· The materiality of the area – how much money is transacted through that area

· The level of change in the area – in terms of staff and process changes

· Regulatory requirements – areas that we are required to audit

· Public sensitivity / CAA Risk 

· Management control environment – our knowledge of how good the controls in an area have been from our work in previous audits.
After the potential areas have been risk scored the available days are matched against these risk areas. There are always some lower risks that fall outside 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 Committee. Members should also take assurance from the fact that the risk scores are reviewed and updated on a regular basis throughout the year.

Members should note that the audit plan is regularly revisited during the year because events that occur change the risks of individual areas. Any significant changes will be reported to this Committee on a quarterly basis. 

Plan Details
For the financial year 2008/9, the total number of chargeable internal audit days to be provided by the Internal Audit team is 1726, with a further 380 specialist computer audit days to be provided by the External Contracts Team, giving a total of 2106 days.
Children’s Services
Members will be aware of the Financial Management Standard in Schools (FMSIS) requirements from the DCFS. In the year 2008/9, 40% of the Authority’s primary schools have to be assessed against this standard. This will be a major piece of work for the Internal Audit team.

Financial Systems

Examining the controls around the key financial systems for the Authority are an essential part of the work of Internal Audit due to the need to provide Members with the assurance that good governance arrangements are in place over these material systems. Key financial systems include Payroll, Housing Benefits, Council Tax, Creditors, Debtors, and Treasury Management, to name a few.

Change Programmes
Members will be aware that risk increases during periods of change. As a result major change programmes within the Authority rate high on our risk based plan. Areas due for review this year include the Building Schools for the Future programme.
Partnership Working 

When the Authority enters into a partnership with another body it becomes reliant on that partnership for the maintenance of proper governance and control. The Internal Audit plan for 2008/9 will continue to look at some key partnership areas such as the new housing companies, and Urban Vision following on from the work undertaken during the previous year.
Irregularity

Members will appreciate that this area of work is mainly reactive, however we plan a contingency number of days to deal with issues that arise in this area throughout the year. During 2008/9, the Team will prepare data for submission to the Audit Commission as part of our responsibility under the National Fraud Initiative. We will also be preparing our response to the “Managing the Risk of Fraud” requirements in terms of counter fraud.
National Indicator Sets (formerly BVPI / CPA) Work
Members will be aware that Internal Audit has provided an annual service to all directorates in their compilation of data under the Best Value Performance Indicator regime in recent years. From April 2008, BVPIs have become National Indicator Sets which has had the effect of changing the source of data and the systems of compiling the data. This is obviously a key risk area for the Authority and resources have been earmarked in this area accordingly.
Other Risk Based Work 

There is an amount of planned work for 2007/8 that does not fall into any of the above categories. These are areas of service provision that have been highlighted by the Strategic Directors as areas over which they require extra assurance. 

It is also our intention to provide services in respect of Contracts Audit and to undertake Value for Money studies.
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