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REPORT OF THE 

DIRECTOR OF CORPORATE SERVICES

To the: Quality and Performance Scrutiny Audit Sub Committee

On:
Monday 1st September 2003

TITLE: INTERNAL AUDIT ACTIVITY MAY TO JULY 2003 (Part one)

RECOMMENDATIONS:
Members are asked to note the contents of the report.

EXECUTIVE SUMMARY:
The purpose of the report is to inform members of Internal Audit activity in the period May to July 2003.

BACKGROUND DOCUMENTS:


Various reports and supporting working papers

ASSESSMENT OF RISK:


Internal Audit projects incorporate detailed risk assessments of the area under review. 

THE SOURCE OF FUNDING IS:

N/A

LEGAL ADVICE OBTAINED:

N/A

FINANCIAL ADVICE OBTAINED:

N/A

CONTACT OFFICER:


Chris Griffiths Business Assurance Manager 0161 793 3217

WARD(S) TO WHICH REPORT RELATES:


Various

KEY COUNCIL POLICIES:


N/A

DETAILS:

Report details are contained in the table below.

	COMMUNITY & SOCIAL SERVICES



	SUBJECT
	Bank Account Review
	REF
	2266/CS/02

	AIMS AND OBJECTIVES

It has been agreed that an audit review of the subsidiary bank accounts held at each Directorate will be undertaken.  The objectives are to:-

· Ascertain the number of subsidiary accounts held by each Directorate

· Establish what purpose the accounts are used for

· Determine and evaluate the operation and management of the accounts.

This report relates to subsidiary bank accounts operated by the Community and Social Services Directorate.

The Finance Section within Community & Social Services are currently in the process of reviewing, updating and issuing the financial procedures for establishments/units with subsidiary accounts.  The procedures, if followed, should address the majority of issues highlighted by the audit review.  However, it is important that some form of periodic check of the accounts is undertaken to ensure that establishments/units are following procedures and remedial action is taken if necessary.

MAIN CONCLUSIONS AND RECOMMENDATIONS

The following are the main points arising from the review: -

The number of subsidiary accounts held by the Directorate is 142

At the majority of establishments there is more than one account.  Establishments have been instructed to open separate bank accounts for each allowance received.  The main allowances received and therefore, accounts opened are: -

· Miscellaneous/Activities

· Amenities

· Clothing

· Housekeeping

· Petty Cash.

The operation and management of the accounts is as follows: -

The majority of establishments with subsidiary accounts have been supplied with standard account books, which should ensure that the correct information is recorded.  Additionally, in the past, financial procedure guidance notes were issued which advised staff how the records and information should be maintained and the procedures that should be followed.  However, it would appear that some establishments do not adhere to the financial procedure instructions.

On the whole the number of signatories for accounts is adequate and the majority accord with recently updated financial procedures in that there is a minimum of four signatories.  However, a quarter of all the establishments have less than the required minimum. 

Whilst most establishments undertake a reconciliation on at least a monthly basis, there are a small percentage that base the reconciliation on different factors e.g. when statements are received, half yearly, or variable depending on frequency of payments.  However, it is accepted that in some instances the low level of transactions on an account may mean that it is not necessary to reconcile on a monthly basis. 

Recommendations to improve controls were made.

	MANAGEMENT RESPONSE

Management have agreed to implement all the recommendations made.  The majority of will be implemented within one month of the issue of the report.


	SUBJECT
	Residential Homes – Children and Families

 (262 Liverpool Road) 
	REF
	2284/CSS/02

	AIMS/OBJECTIVES

The objective of the audit review was to identify the risks and associated controls for the following processes and to provide assurance that the major risks associated within each process are effectively controlled: -  

· Admission/Discharge of Young People

· Care of Young Person whilst in residence

· Administration of Financial Records

· Submission of information to relevant departments

· Employee Management.



	MAIN CONCLUSIONS AND RECOMMENDATIONS

As well as contributing towards the health, welfare and proper development of the young people they are looking after, staff within the home also have to update and maintain financial records and provide statistical information for relevant departments.  Therefore, the running of a young person's home requires dedication and commitment from all members of the team.   It should be noted that, during the course of the audit, the Head of Home took action to enhance some of the existing procedures.   

The areas that required immediate attention were: -

Frequency of key working sessions 

One of the aims and objectives of the unit is to assess the needs of the young people and do everything in its power to meet those needs.  Crucial elements to this are the 'key working sessions', which should be conducted on a regular basis between the young person and the nominated key worker.  However currently, due to staff shortages and sickness, the key working sessions do not always take place and additionally the required paperwork is not always fully completed.  It should be noted, however, that the manager at the home is aware of this fact and is in the process of introducing a system that will help to ensure that these problems are rectified. 

Receipts for Expenditure

Whilst receipts for expenditure had been obtained in the majority of instances, at the time of the review there were two items of Activity Account expenditure, amounting to £1,580, for which receipts had not been obtained.  Both items related to holidays for young people at the home.  To protect the integrity of staff, it is important that receipts are obtained for all expenditure incurred.  (The two receipts were obtained shortly after this review).

	MANAGEMENT RESPONSE

Nine recommendations were made in total, three requiring immediate attention and six that required action.  Management agreed to implement all the recommendations.



	SUBJECT
	CareFirst Application Live


	REF
	2283/CS/03

	AIMS/OBJECTIVES

CareFirst is a modular computer system developed by a company called OLM for use by Social Services 

Units. A number of modules were initially implemented and further modules are implemented when they 

are required or new modules developed.  The CareFirst Steering Group oversees this process.
It is intended to move to practitioners i.e. the Social Workers directly inputting data rather than a 

clerical based system with administration staff entering data.  



	MAIN CONCLUSIONS AND RECOMMENDATIONS

Overall, the risks were found to be well controlled and the majority of controls in place operate 

effectively. The main conclusions and recommendations relating to each process are detailed below: - 

· Controls are in place to ensure that users are adequately trained to allow them to use the system

· Some assurance was obtained that the access levels granted are appropriate

· The data held within CareFirst is secure against unauthorised access and it is adequately backed up 

· The business needs are mainly met and measures are in place to address any shortcomings

· CareFirst is a largely stable product and was performing at an acceptable level

· The ratio of PCs to users was largely acceptable at the time of the audit, although this situation is constantly being reviewed

· Adequate support arrangements are in place to ensure that the unavailability of the server, the network and the system will be kept to a minimum.

Recommendations: -

· Procedural documents should be created on the use of the training database

· A process should be put in place to review the quality of data in CareFirst

· Consideration should be given to creating a mechanism that enables users to be kept informed of all fixes. An option is to produce a report out of the help desk system and place it on an Intranet site.



	MANAGEMENT RESPONSE

All recommendations were accepted.




	CORPORATE SERVICES



	SUBJECT
	Benefit Investigation Team


	REF
	2335/CS/03

	AIMS/OBJECTIVES

The objective of the audit was to undertake a review of the following processes: -

· Performing investigations

· Deciding action to be taken

· Performing initiatives

· Associated databases/datastores.



	MAIN CONCLUSIONS AND RECOMMENDATIONS

Audit testing found that the team has successfully introduced a number of major changes since the publication of the BFI report in March 2002, resulting in the majority of risks associated with this area being well controlled.

There is however, one significant issue that requires action: -

· Only 7% of the cases investigated during the period 1.4.02 – 31.3.03 have been quality checked. The BFI report states that a minimum of 10% of all cases investigated should be reviewed.  A temporary Senior Officer post has been created to increase the volume of work quality checked.

A further three recommendations were made relating to provision of fraud awareness training, updating the fraud manual and reviewing data and documentation held. 



	MANAGEMENT RESPONSES

Management agreed to implement all four  audit recommendations. 




	SUBJECT
	National Non Domestic Rates (NNDR)


	REF
	2317/CS/03

	AIMS/OBJECTIVES

The audit sought to examine the procedures currently operating within the provision of the NNDR service, and this involved evaluating the risks and controls in the following processes: -

· Valuation

· Liability

· Relief

· Billing

· Collection.

The audit assignment was conducted through discussions with NNDR staff, a review of the records and documents in use and the completion of an appropriate testing programme.  The review covers the financial period 2002/2003.



	MAIN CONCLUSIONS AND RECOMMENDATIONS

· The audit review indicates that the areas looked at are operating effectively.  Staff employed on the NNDR Section are experienced and have adapted well to the introduction of the new computer system ‘Pericles’.  Work is progressing on amendments to the ‘Pericles’ system with a view to resolving the current access issues and meeting other requirements

· The existing controls are found to be effective with only two recommendations being suggested.

The recommendations related to reducing the number of staff with access to the computer system, and bringing up to date visits for an inspector who is on long term sick leave.

The weaknesses identified can be addressed if the necessary action is taken and the recommendations made within the action plan are implemented.



	MANAGEMENT RESPONSE

Management has agreed to implement the recommendations.




	SUBJECT
	Income Collection


	REF
	2338/CS/03

	AIMS/OBJECTIVES

The audit sought to examine the procedures currently operating within the provision of the income collection service, and this involved evaluating the risks and controls in the following processes: -

· Cash Office

· Direct Debits/Refunds

· Debit/Credit Card/Internet/Other Payments

· Reconciliation.

The audit assignment was conducted through discussions with the Chief Cashier, the Section Leader (Customer Services), and the Reconciliation Team (Accountancy) and through a review of the records and documents in use and the completion of an appropriate testing programme.  The review covers the financial period 2002/2003.



	MAIN CONCLUSIONS AND RECOMMENDATIONS

The audit review indicates that controls are operating effectively throughout the various processes, with only one area identified where an improvement to controls is required. It was recommended that the Chief Cashier should verify amounts prepared for banking by the Cashiers before submission to the bank.  



	MANAGEMENT RESPONSE

The recommendation has been accepted by management, and has already been implemented.


	SUBJECT
	Cash Receipting Project Post Implementation Review (PIR)
	REF
	2309A/CS/03

	AIMS/OBJECTIVES

This report is a follow up to a previous report (Ref 2309/CS/03), which looked at the implementation of the new Cash Receipting system.

Management agreed the conclusions of the original audit report issued in April 2003 and either accepted the recommendations or proposed alternative actions.

This PIR has sought to ensure that all agreed recommendations have been implemented and that the alternative actions have also been progressed.



	MAIN CONCLUSIONS AND RECOMMENDATIONS

This PIR review has established that those recommendations relating to the use of more formal methods of project oversight have not been actioned.  The Project Manager is continuing to monitor and control activities on the Project, using relatively informal means.  However, it should be stated that the Project did succeed in implementing the Payment and Revenues Information System (PARIS), which meets the business needs of Salford Direct, and is considered superior to the legacy systems it replaced.

A number of agreed actions related to the outstanding work required on the interface between PARIS and the SAP General Ledger.  Work is ongoing in this area and the actions agreed have been carried out or are pending, to finalise this work.
One recommendation related to remote access by the supplier (Ideal) to the PARIS system.  This issue has now been resolved and the remote access software is in use.  Another recommendation related to the need to monitor the supplier support service.  It is still intended that action will be undertaken to formalise the monitoring of this service.

Of the original six recommendations made in the audit report, four have been actioned to a satisfactory degree, and only two require further attention.



	MANAGEMENT RESPONSES

Management agreed to action the two outstanding recommendations from the original audit report as appropriate to the part of the project that remains.




	EDUCATION AND LEISURE

	SUBJECT
	St Mary’s RC Primary School Eccles


	REF
	2339/EDU/03

	AIMS/OBJECTIVES

The objective of the audit review was to provide an independent appraisal of the adequacy of the financial information and record keeping of the school prior to the change of the school’s Headteacher.  

The audit was performed in conjunction with Education Accountancy in order to provide reassurance to both the outgoing and incoming Headteachers of the adequacy of the financial systems, and to identify areas that are in need of additional controls or where correction of identified errors in financial records is required.

The scope of the review was to identify areas within the processes of financial management and financial administration where controls, information or records are in need of review or change.



	MAIN CONCLUSIONS AND RECOMMENDATIONS

The audit review indicates that, for most areas looked at, controls are operating effectively.  However, in order to improve the financial administration undertaken within the school, there are a small number of areas where improvements to controls would be beneficial.  It is anticipated that the implementation of the recommendations made within the Action Plan will assist in the smooth handover between Headteachers.

A full audit review has been scheduled for October 2003.



	MANAGEMENT RESPONSE

The outgoing Headteacher has readily accepted the recommendations, and has discussed them with the incoming Headteacher.  It is anticipated that the incoming Headteacher will commence implementation of the recommendations during the autumn term 2003.
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