	PART ONE
	ITEM NO.


REPORT OF THE 

DIRECTOR OF CORPORATE SERVICES

To the: QUALITY AND PERFORMANCE AUDIT SCRUTINY COMMITTEE
On:
Monday 6th September 2004

TITLE: REPORTS ISSUED JUNE TO JULY 2004

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

EXECUTIVE SUMMARY:
The purpose of this report is to inform members of Internal Audit reports that have been issued in the period June to July 2004.

BACKGROUND DOCUMENTS:

Various reports and working papers.

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.

THE SOURCE OF FUNDING IS:

Existing revenue budget

LEGAL ADVICE OBTAINED:

N/A

FINANCIAL ADVICE OBTAINED:

Director of Corporate Services

CONTACT OFFICER:

Andrew Waine - Audit Manager 0161 793 3357

Email: andrew.waine@salford.gov.uk

WARD(S) TO WHICH REPORT RELATES:

N/A

KEY COUNCIL POLICIES:

N/A

DETAILS:

AUDIT AND RISK MANAGEMENT UNIT

COMMITTEE SUMMARY

	PART ONE   FORMCHECKBOX 

	
	PART TWO   FORMCHECKBOX 



	SUBJECT:
	Primary School
	FILE REFERENCE:
	2543
	 FORMDROPDOWN 

	 FORMDROPDOWN 


	

	COMMENCEMENT DATE:
	 FORMDROPDOWN 

	 FORMDROPDOWN 


	

	AIMS AND OBJECTIVES:

	The standard objectives of the audit of a school have been determined to provide an independent appraisal of the adequacy of controls in key functional processes that operate within the school, these being:
· Financial Management

· Financial Administration


· Employee and Asset Management

· Pupil Welfare.


	

	AUDIT OPINION AND MAIN RECOMMENDATIONS:

	The audit review found that adequate measures are in place to control the majority of risks within the areas examined. However, the review highlighted a number of areas that are in need of additional controls to improve existing processes.

These included the lack of independent review relating to free school meal entitlement, the failure to keep the inventory records up to date and the lack of certification, and the series of omissions from the School Prospectus and the Governors’ Annual Report to Parents.

As a result a number of recommendations were deemed necessary to effect these improvements.  


	MANAGEMENT RESPONSE:

	The recommendations have been accepted and dates agreed for implementation by the current Headteacher in conjunction with the Deputy Headteacher. Where possible, the recommendations will be implemented by the end of the Summer Term, 2004. However, where this is not possible the Deputy Headteacher, who commences in post as Headteacher at the start of the Autumn Term 2004, has agreed to implement the 
remaining recommendations during the first year of her tenure.


AUDIT AND RISK MANAGEMENT UNIT

COMMITTEE SUMMARY

	PART ONE   FORMCHECKBOX 

	
	PART TWO   FORMCHECKBOX 



	SUBJECT:
	Accounts Payable 2003/2004
	FILE REFERENCE:
	2541
	 FORMDROPDOWN 

	 FORMDROPDOWN 


	

	COMMENCEMENT DATE:
	 FORMDROPDOWN 

	 FORMDROPDOWN 


	

	AIMS AND OBJECTIVES:

	An audit review of the Accounts Payable systems is undertaken on an annual basis. The objective of the review is to provide management with an independent appraisal of the adequacy of controls in place over the key functional processes within the Accounts Payable system. The review was undertaken using information and payments specific to the 2003/4 financial year.

The results of the review are not only subject to internal scrutiny, but also subject to external scrutiny by the Audit Commission under the Managed Audit arrangement. The Audit Commission seeks assurance that the key risks associated with the Accounts Payable process are adequately controlled. 


	

	AUDIT OPINION AND MAIN RECOMMENDATIONS:

	The audit testing undertaken confirmed that the Accounts Payable system is generally adequately controlled. The majority of controls are operating effectively and overall the Audit Commission's key risks are adequately managed.

However, the review highlighted a number of areas that could be improved with some additional, or the re-instatement of, controls. These included the following issues which require more urgent attention:

· The monthly quality control checks undertaken by the Creditors Team Leader had lapsed

· There currently appears to be an inadequate division of duties on the FSG Creditor Team 

· Control weaknesses are present in the removal of system access privileges to leavers


· There are no satisfactory contingency plans in place in the event of an IT failure. This was reviewed as part of a computer audit and was the subject of a separate audit report (Reference 2420/CS/03) where some recommendations were deemed necessary.


	

	MANAGEMENT RESPONSE:

	Management agreed to implement all of the audit recommendations by the 31st July 2004.



 FORMTEXT 

An action plan has been formulated that will ensure that all highlighted weaknesses are resolved.



AUDIT AND RISK MANAGEMENT UNIT

COMMITTEE SUMMARY

	PART ONE   FORMCHECKBOX 

	
	PART TWO   FORMCHECKBOX 



	SUBJECT:
	Accounts Receivable 2003/2004
	FILE REFERENCE:
	2525
	 FORMDROPDOWN 

	 FORMDROPDOWN 


	

	COMMENCEMENT DATE:
	 FORMDROPDOWN 

	 FORMDROPDOWN 


	

	AIMS AND OBJECTIVES:

	An annual review of the City Council's key financial systems is undertaken by the Audit and Risk Management Unit as part of the audit plan. The Accounts Receivable system falls within this remit and was therefore recently reviewed. The objective of the assignment was to provide management with an independent appraisal of the adequacy of controls in the key functional processes. The review covered the financial year 2003/2004.

The work undertaken during the course of the project is also subject to external scrutiny. A further aim of the review was to provide assurance to the Audit Commission that the financial systems are functioning effectively, as part of the managed audit process. 

Additionally any recommendations made within the previous years' audit report were also revisited as part of this review, in order to ensure that those agreed by management had been implemented accordingly. 


	

	AUDIT OPINION AND MAIN RECOMMENDATIONS:

	Audit testing revealed that the Accounts Receivable system is well controlled. Adequate controls are in place in relation to the key risks identified by the Audit Commission and controls are operating effectively.  

Only one matter was identified for management action. In order to ensure the accuracy of input for the setting up of new accounts and invoices, a review is undertaken whereby a random sample is test checked on a monthly basis by a delegated member of staff. However, whilst the control is in place, it was found that due to pressure of other duties, this had not been completed on a regular basis.

It is pleasing to note that recommendations made in the previous report, 2327/CS/03, have been implemented. This was confirmed by examination of the system.




	MANAGEMENT RESPONSE:

	Management agreed to implement the only audit recommendation by the 30th June 2004.


AUDIT AND RISK MANAGEMENT UNIT

COMMITTEE SUMMARY
	PART ONE   FORMCHECKBOX 

	
	PART TWO   FORMCHECKBOX 



	SUBJECT:
	High School – Asset Movement / Inventory
	FILE REFERENCE:
	2523
	 FORMDROPDOWN 

	 FORMDROPDOWN 


	

	COMMENCEMENT DATE:
	 FORMDROPDOWN 

	 FORMDROPDOWN 


	

	AIMS AND OBJECTIVES:

	The High School is a special school (state sector) located in Salford, for boys and girls aged 11 to 16 years, who have emotional and behavioural difficulties.

As a result of a successful bid through the Private Finance Initiative (PFI), the school is moving to purpose built premises on the former hospital site at Green Lane immediately after the Easter break 2004. This PFI is in conjunction with Jarvis plc, a facilities management and infrastructure services group.

IT equipment is not provided as part of the PFI, and therefore the school is transferring all its existing stock to the new premises. This task is being undertaken by Support Services (Education and Leisure Directorate).

All other fixtures and fittings that are fundamental to the operating of the school will be supplied as part of the agreement. However, current stock will be retained as back-up at the old site until full integration to the new site is complete.

This review was commissioned to ensure that all property risks relating to the relocation are adequately controlled. In particular, the transportation of schools assets, and the maintenance of school inventory.


	

	AUDIT OPINION AND MAIN RECOMMENDATIONS:

	The audit review of the controls regarding the re-location of the School's assets concluded that procedures have been well managed and suitable controls are in place.

In addition, controls relating to the maintenance of the School's inventory were found to be operating effectively.

However, a weakness was identified in relation to the periodic spot-checking of the inventory. 


	MANAGEMENT RESPONSE:

	The Acting Headteacher has scheduled for the inventory to be reviewed and updated during week commencing 26th July 2004. The Acting Headteacher will make the new Headteacher aware of the requirement for the inventory to be reviewed on an ongoing basis. 


AUDIT AND RISK MANAGEMENT UNIT

	PART ONE   FORMCHECKBOX 

	COMMITTEE SUMMARY
	PART TWO   FORMCHECKBOX 



	SUBJECT:
	Salford Consortium
	FILE REFERENCE:
	2535
	 FORMDROPDOWN 

	 FORMDROPDOWN 


	

	COMMENCEMENT DATE:
	 FORMDROPDOWN 

	 FORMDROPDOWN 


	

	AIMS AND OBJECTIVES:

	The Learning Skills Council (LSC) provides grants, which account for the majority of Salford Consortium’s funding. The Consortium is required to be able to substantiate all funding claimed, and the LSC conduct regular audits to obtain assurance that the funding claimed is appropriate.  

Following an LSC audit, there was a shortfall in grant income for the financial year 2002/03, due to the claw-back of expenditure that could not be substantiated. Since this event, there has been a change in management at the Consortium, and action has been taken to implement the operational changes required by the LSC Auditor. 

The objectives of the internal audit review have been determined to provide an independent appraisal of the adequacy of controls in relation to substantiating grant expenditure. 


	

	AUDIT OPINION AND MAIN RECOMMENDATIONS:

	The Salford Consortium appears to have made significant progress since the LSC found it necessary to claw-back an element of funding. Audit are satisfied that the Consortium is now able to reasonably substantiate the level of grant funding claimed. 

However, the audit review highlighted ten areas requiring attention to enhance existing controls, improve the documentation and presentation of evidence in support of funds claimed, and reduce the number of financial errors. Amongst the areas requiring attention, two areas require more urgent action:


· Funding for additional needs requires re-approval at six months by Connexions (on behalf of the LSC), however this had not been done in most cases examined

· The presentation of learner files, containing the evidence to substantiate grant funding claimed was poor, with incomplete documents, missing substantiating evidence and documents not signed.


	

	MANAGEMENT RESPONSE:

	Management agreed to implement all of the audit recomenedations.
· An action plan has been formulated that will ensure that all highlighted weaknesses are resolved, LSC guidelines adhered to, and progress/improvements monitored

· Action has already been taken to ensure that additional needs funding is re-approved at six months.



AUDIT AND RISK MANAGEMENT UNIT

COMMITTEE SUMMARY

	PART ONE   FORMCHECKBOX 

	
	PART TWO   FORMCHECKBOX 



	SUBJECT:
	Primary School
	FILE REFERENCE:
	2567
	 FORMDROPDOWN 

	 FORMDROPDOWN 


	

	COMMENCEMENT DATE:
	 FORMDROPDOWN 

	 FORMDROPDOWN 


	

	AIMS AND OBJECTIVES:

	The standard objectives of the audit of a school have been determined to provide an independent appraisal of the adequacy of controls in key functional processes that operate within the school, these being:
· Financial Management

· Financial Administration

· Employee and Asset Management

· Pupil Welfare.


	

	AUDIT OPINION AND MAIN RECOMMENDATIONS:

	The audit review found that adequate measures are in place to control some of the risks within the areas examined. However, the review highlighted a significant number of areas that are in need of additional controls to improve existing processes. In particular, these included the failure to administer petty cash correctly, the lack of appropriate record keeping in respect of the School Fund, the failure to keep detailed inventory records and the lack of certification, and the series of omissions from the School Prospectus and the Governors’ Annual Report to Parents.
As a result, a number of recommendations were deemed necessary to effect these improvements. 

	MANAGEMENT RESPONSE:

	The recommendations have been accepted, and where possible, will be implemented by the current Headteacher. However, as she is due to leave the School at the end of the Autumn term 2004, there is no assurance that those tasks that require ongoing review will be undertaken after her departure. As a consequence of this, the Headteacher will include the ongoing tasks within the School Development Plan, which she will pass to the incoming Headteacher. 


AUDIT AND RISK MANAGEMENT UNIT

	PART ONE   FORMCHECKBOX 

	COMMITTEE SUMMARY
	PART TWO   FORMCHECKBOX 



	SUBJECT:
	Payroll (Managed Audit)
	FILE REFERENCE:
	2530
	 FORMDROPDOWN 

	 FORMDROPDOWN 


	

	COMMENCEMENT DATE:
	 FORMDROPDOWN 

	 FORMDROPDOWN 


	

	AIMS AND OBJECTIVES:

	The Audit and Risk Management Unit have undertaken a review of the payroll system as part of the annual audit plan. The objective of the assignment was to provide management with an independent appraisal of the adequacy of controls in the key functional processes. The information utilised for this purpose was specific to the financial year 2003/2004.

The work undertaken during the course of the project is also subject to external scrutiny. A further aim of the review was to provide assurance to the Audit Commission that the financial systems are functioning effectively, as part of the Managed Audit process. 

Recommendations made within the previous year’s audit report were also revisited as part of this review in order to ensure that those actions agreed by management had been fully implemented. 

The Audit Commission has identified four risks associated with the Payroll function, and seeks assurance that key controls are in existence and operating effectively to mitigate these risks, as follows: 

· Payments made to fictitious employees

· Incorrect payments made to employees


· Amount paid not reflected in main accounting system

· Systems failure

The risk “Systems Failure” was excluded from the scope of this review as the Computer Audit team covered this area in their UNIX report (2420/CS/03) earlier in this financial year.

	

	AUDIT OPINION AND MAIN RECOMMENDATIONS:

	The audit testing undertaken revealed that there are a number of weaknesses within current procedures, key issues identified were:
· There is a lack of segregation of duties between the creation of a new employee and the ability to pay that employee
· The use and review of exception reports which would identify errors during processing is not adequate
· There are currently problems reconciling some of the control accounts feeding from the payroll systems into the General Ledger, some of these accounts have not been reconciled during the 2003/04 financial year.
A number of less critical issues were also identified.




	

	MANAGEMENT RESPONSE:

	The recommendations made within the Action Plan have all been agreed by management, with appropriate dates for implementation.


AUDIT AND RISK MANAGEMENT UNIT

COMMITTEE SUMMARY

	PART ONE   FORMCHECKBOX 

	
	PART TWO   FORMCHECKBOX 



	SUBJECT:
	Primary School
	FILE REFERENCE:
	2553
	 FORMDROPDOWN 

	 FORMDROPDOWN 


	

	COMMENCEMENT DATE:
	 FORMDROPDOWN 

	 FORMDROPDOWN 


	

	AIMS AND OBJECTIVES:

	The standard objectives of the audit of a school have been determined to provide an independent appraisal of the adequacy of controls in key functional processes that operate within the school, these being:
· Financial Management

· Financial Administration

· Employee and Asset Management

· Pupil Welfare.


	

	AUDIT OPINION AND MAIN RECOMMENDATIONS:

	The audit review found that adequate measures are in place to control the majority of risks within the areas examined. However, the review highlighted a number of areas that are in need of additional controls to improve existing processes.

In particular, controls relating to the compilation and maintenance of the School’s inventory record are poor. As a result, a number of recommendations are deemed necessary to effect these improvements.



	MANAGEMENT RESPONSE:

	The recommendations have been accepted, and where possible, will be implemented by the current Headteacher. However, as she is due to leave the school at the end of the Summer term, there is no assurance that that those tasks, which require ongoing review, will be undertaken after her departure.  As a consequence of this, she will ensure that this report is passed to the Acting Headteacher, and subsequent arrangements will be made to forward the report to the permanent replacement Headteacher who is expected to commence in post at the start of the Spring term, 2005. 



AUDIT AND RISK MANAGEMENT UNIT

	PART ONE   FORMCHECKBOX 

	COMMITTEE SUMMARY
	PART TWO   FORMCHECKBOX 



	SUBJECT:
	Primary School
	FILE REFERENCE:
	2542
	 FORMDROPDOWN 

	 FORMDROPDOWN 


	

	COMMENCEMENT DATE:
	 FORMDROPDOWN 

	 FORMDROPDOWN 


	

	AIMS AND OBJECTIVES:

	Through fundraising in conjunction with Local Education Authority match funding, the School has a new play area for the nursery and reception classes. The School raised funds through fairs and sponsored events in order to achieve this goal and have provided a new stimulating and safe area for the younger years to play.

The School’s security measures have recently been increased. A security fence has been installed around the perimeter of the School; as a result, theft and incidents of burglary have dramatically decreased. 

The School promotes strong links with the community and raises money for charities annually. The School has a friendly, positive atmosphere that was evident in the staff and the pupils during the audit.

The standard objectives of the audit of a school have been determined to provide an independent appraisal of the adequacy of controls in key functional processes that operate within the School, those being: 


· Financial Management

· Financial Administration

· Asset Management

· Pupil Welfare

· Contracted/Traded Services.


	AUDIT OPINION AND MAIN RECOMMENDATIONS:

	The audit concluded that the majority of controls reviewed were robust and working effectively with many control systems implemented by the School to a high standard. Financial controls were effectively managed. 

The audit highlighted a number of areas where additional controls would improve existing processes. The most significant recommendations were as follows:·


· Risk assessments have not been undertaken to assess trips to the bank 
· Banking is undertaken at the same time for every trip to the bank 
· The scheme of financial delegation has not officially been approved and reviewed by the Governing Body

· Currently, the School does not possess a safe for the secure storage of income

· The School’s junior playground is accessible from the gate entrances which are not locked or shut to during the day
.

	

	MANAGEMENT RESPONSE:

	Management agreed to implement all of the recommendations made as a result of the audit review. 
However, management raised concerns about the practicality of closing the school gates during the day, therefore a compromise was reached regarding this recommendation. It was agreed that the smaller side gates at the front of the school will be closed during the day and the vunerable areas of the school yard will be highlighted to welfare staff who will be advised to be vigilant around these areas during breaks and lunchtime.


AUDIT AND RISK MANAGEMENT UNIT

COMMITTEE SUMMARY
	PART ONE   FORMCHECKBOX 

	
	PART TWO   FORMCHECKBOX 



	SUBJECT:
	Primary School
	FILE REFERENCE:
	2543
	 FORMDROPDOWN 

	 FORMDROPDOWN 


	

	COMMENCEMENT DATE:
	 FORMDROPDOWN 

	 FORMDROPDOWN 


	

	AIMS AND OBJECTIVES:

	The standard objectives of the audit of a school have been determined to provide an independent appraisal of the adequacy of controls in key functional processes that operate within the school, these being:
· Financial Management


· Financial Administration

· Employee and Asset Management

· Pupil Welfare


	

	AUDIT OPINION AND MAIN RECOMMENDATIONS:

	The audit review found that adequate measures are in place to control the majority of risks within the areas examined. However, the review highlighted a number of areas that are in need of additional controls to improve existing processes.These included: 
· The lack of independent review relating to free school meal entitlement
· The failure to keep the inventory records up-to-date and the lack of certification
· The series of omissions from the School Prospectus and the Governors’ Annual Report to Parents.
As a result, a number of recommendations were deemed necessary to effect these improvements. 


	MANAGEMENT RESPONSE:

	The recommendations have been accepted and dates agreed for implementation by the current Headteacher in conjunction with the Deputy Headteacher. Where possible, the recommendations will be implemented by the end of the Summer Term, 2004. However, where this is not possible, the Deputy Headteacher, who commences in post as Headteacher at the start of the Autumn Term 2004, has agreed to implement the 
remaining recommendations during the first year of her tenure. 


AUDIT AND RISK MANAGEMENT UNIT

COMMITTEE SUMMARY
	PART ONE   FORMCHECKBOX 

	
	PART TWO   FORMCHECKBOX 



	SUBJECT:
	Primary School
	FILE REFERENCE:
	2574
	 FORMDROPDOWN 

	 FORMDROPDOWN 


	

	COMMENCEMENT DATE:
	 FORMDROPDOWN 

	 FORMDROPDOWN 


	

	AIMS AND OBJECTIVES:

	The standard objectives of the audit of a school have been determined to provide an independent appraisal of the adequacy of controls in key functional processes that operate within the school, these being:
· Financial Management

· Financial Administration

· Employee and Asset Management

· Pupil Welfare.


	

	AUDIT OPINION AND MAIN RECOMMENDATIONS:

	The audit concluded that although most of the 45 key risks examined are adequately controlled, some improvements are required to the existing internal control environment.

The most significant areas requiring attention are: 

· Documentary evidence was not available to confirm that the School Governors approved the signatories on the bank account mandates

· Financial delegation is not approved by the Governing Body on an annual basis 

· Documentary evidence was not available to confirm that a charity grant awarded to the School by The Charity Service had been spent in accordance with the terms and conditions of the award. 


	MANAGEMENT RESPONSE:

	The recommendations made within the report have been accepted and will be implemented by the Headteacher.


AUDIT AND RISK MANAGEMENT UNIT

COMMITTEE SUMMARY

	PART ONE   FORMCHECKBOX 

	
	PART TWO   FORMCHECKBOX 



	SUBJECT:
	High School 
	FILE REFERENCE:
	2595
	 FORMDROPDOWN 

	 FORMDROPDOWN 


	

	COMMENCEMENT DATE:
	 FORMDROPDOWN 

	 FORMDROPDOWN 


	

	AIMS AND OBJECTIVES:

	The standard objectives of the audit of a school have been determined to provide an independent appraisal of the adequacy of controls in key functional processes that operate within the School as follows:
· Financial Management

· Financial Administration

· Asset Management

· Pupil Welfare

· Contracted/Traded Services.


	

	AUDIT OPINION AND MAIN RECOMMENDATIONS:

	The audit review found that adequate measures are in place to control the majority of risks within the areas examined. 

However, the review highlighted a number of areas that could be improved with some additional controls, including four significant issues requiring more urgent action: 

· Obtaining completed change of details forms and emergency medical treatment consent forms from parents

· The School’s main bank account has not been formally reconciled since April 2004

· The last Annual Statement of Account was not completed, and the person normally responsible for carrying out the review is not independent

· The arrangements in respect of the ‘Balance of Risk’ insurance provision.



	MANAGEMENT RESPONSE:

	The Headteacher agreed to implement all of the audit recommendations. With respect to the more significant issues detailed above: 
· Greater efforts will be made to obtain all required documentation from parents

· The reconciliations will be brought up to date prior to the start of the new term in September

· A new 'independent' person will be found to complete the next Statement of Account

· A risk assessment for the Balance of Risk insurance provision will be carried out and reviewed by the Finance Committee when approving the School's course of action with respect to insurance provision.



AUDIT AND RISK MANAGEMENT UNIT

COMMITTEE SUMMARY

	PART ONE   FORMCHECKBOX 

	
	PART TWO   FORMCHECKBOX 



	SUBJECT:
	High School - 

Post Implementation Review

	FILE REFERENCE:
	2363A
	 FORMDROPDOWN 

	 FORMDROPDOWN 


	

	COMMENCEMENT DATE:
	 FORMDROPDOWN 

	 FORMDROPDOWN 


	

	AIMS AND OBJECTIVES:

	A policy of Post Implementation Review has been formalised by Internal Audit. This consists of a follow-up visit to a previous audit (report reference 2363/EDU/03 issued on the 14th November 2003), and seeks to ensure that all agreed recommendations have been implemented.

Recently the School has had a high turnover in Headteachers, with the post holder changing three times within the last two years. A further change is set to occur in September 2004 when a new Headteacher will commence his duties at the School. 
The recommendations made in the original report have been re-evaluated to establish whether they have been suitably implemented. The testing included: 

· Examining relevant documentation to confirm an independent review of free school meals entitlement is undertaken

· Checking a sample of orders and payments to verify that the Finance Stamp is now appropriately utilised

· Reviewing budget monitoring procedures.

Discussions were held with the School’s Education Resource Manager and Finance Manager in order to ascertain information on new procedures and documentation. These have been analysed to give assurance that the courses of action stated at the conclusion of the previous Audit Review have been completed.


	AUDIT OPINION AND MAIN RECOMMENDATIONS:

	Of the eight recommendations made following the audit review in November 2003, five have been sufficiently implemented and subsequent improvements made to the control environment. However, the following remain outstanding: 

· The school fund account is not independently audited on an annual basis
· Inventory records are incomplete

· The organisation and financing of school trips is not appropriately documented and independently reviewed.



	

	MANAGEMENT RESPONSE:

	The client agreed with both the findings of the review and the content of the report, and the outstanding items will be implemented.


AUDIT AND RISK MANAGEMENT UNIT

COMMITTEE SUMMARY
	PART ONE   FORMCHECKBOX 

	
	PART TWO   FORMCHECKBOX 



	SUBJECT:
	NNDR System Review 
	FILE REFERENCE:
	2568
	 FORMDROPDOWN 

	 FORMDROPDOWN 


	

	COMMENCEMENT DATE:
	 FORMDROPDOWN 

	 FORMDROPDOWN 


	

	AIMS AND OBJECTIVES:

	The audit review sought to ensure that there were adequate controls in place to mitigate the key risks within the NNDR system, and that the controls were operating effectively. The key risks associated with the NNDR process were identified as being:
· Rate payers not charged

· Rate payers charged wrong amount 

· Rates not collected.


	

	AUDIT OPINION AND MAIN RECOMMENDATIONS:

	The audit testing undertaken confirmed that overall the controls within the NNDR function are operating effectively and the key risks are adequately controlled. However: 
· One area that requires more attention is the reconciliation of the Valuation Office figures to Pericles

· It is recognised by both Internal Audit and the NNDR Team, that the present situation whereby the NNDR Team can take payment over the telephone is not ideal. However, it is currently not practical for the Salford Direct Call Centre to take the majority of NNDR calls.



	MANAGEMENT RESPONSE:

	Management agreed to implement both recommendations made:
· Reconciliation of the Valuation Office figures to Pericles will commence, starting with the scheduled July update

· Developments within NNDR and the Call Centre will be monitored for future progress and appropriate action, as implementation will only be possible when the Call Centre handle the majority of NNDR calls.




AUDIT AND RISK MANAGEMENT UNIT

COMMITTEE SUMMARY

	PART ONE   FORMCHECKBOX 

	
	PART TWO   FORMCHECKBOX 



	SUBJECT:
	Payments & Receipts (PARIS) 
	FILE REFERENCE:
	2573
	 FORMDROPDOWN 

	 FORMDROPDOWN 


	

	COMMENCEMENT DATE:
	 FORMDROPDOWN 

	 FORMDROPDOWN 


	

	AIMS AND OBJECTIVES:

	PARIS interfaces with the Council’s Financial Systems and automatically allocates inbound transactions to the correct funds, e.g. Saffron Rents, Council Tax / Benefits, and the SAP system. Items that are not recognised by PARIS as belonging to a known fund are held in a suspense file in PARIS and these require manual intervention to force processing.

The audit review sought to ensure that there were adequate controls in place to mitigate the key risks, and that existing controls were operating effectively. The key risk areas associated with the payments and receipts process have been identified as:

· Accuracy of transaction details

· Fraud/Security

· Allocation of payments

· Data transfer.


	

	AUDIT OPINION AND MAIN RECOMMENDATIONS:

	The audit testing undertaken confirmed that overall the controls within the Payments and Receipts systems are operating effectively and the key risks are adequately controlled. However: 
· One area, which requires further attention, is the vetting at recruitment stage of employees who have access to customer’s credit card details.

	MANAGEMENT RESPONSE:

	The management team: 
· Agreed to implement the audit recommendations, and

· The matter of vetting staff will be referred to Personnel & Performance as a matter of urgency for their consideration. Personnel are currently reviewing similar changes to the controls over the recruitment of staff within Housing Benefits.



AUDIT AND RISK MANAGEMENT UNIT

COMMITTEE SUMMARY

	PART ONE   FORMCHECKBOX 

	
	PART TWO   FORMCHECKBOX 



	SUBJECT:
	Primary School
	FILE REFERENCE:
	2552
	 FORMDROPDOWN 

	 FORMDROPDOWN 


	

	COMMENCEMENT DATE:
	 FORMDROPDOWN 

	 FORMDROPDOWN 


	

	AIMS AND OBJECTIVES:

	The standard objectives of the audit of a school have been determined to provide an independent appraisal of the adequacy of controls in key functional processes that operate within the school, these being:
· Financial Management

· Financial Administration


· Employee and Asset Management

· Pupil Welfare.


	

	AUDIT OPINION AND MAIN RECOMMENDATIONS:

	The audit concluded that in general, the control environment was adequate. The risks relating to pupil welfare were found to be particularly well controlled due to the school’s Child Protection and Pastoral Care policies. A number of other risks reviewed during the audit were not effectively controlled and improvements are required to enhance the existing internal control environment.
· Three of the school’s five fund accounts are not reconciled on a regular basis. 

· A deficit of £283.24 was identified between the amount recorded as having been saved by individuals and the balance recorded in the bank passbook and cash in hand, in respect of the Pupil Savings account. 

· Documentary evidence was not available to confirm that the School Governors approved the signatories on the bank account mandates. 

· Financial delegation is not approved by the Governing body on an annual basis.

· Inappropriate access may be gained to the school premises during school hours.


	

	MANAGEMENT RESPONSE:

	The recommendations made within the report have been accepted and will be implemented by the Headteacher. Investigations are currently underway with National Savings in an attempt to establish why a discrepancy has arisen in relation to the Pupil Savings account.


AUDIT AND RISK MANAGEMENT UNIT

COMMITTEE SUMMARY

	PART ONE   FORMCHECKBOX 

	
	PART TWO   FORMCHECKBOX 



	SUBJECT:
	Primary School
	FILE REFERENCE:
	2570
	 FORMDROPDOWN 

	 FORMDROPDOWN 


	

	COMMENCEMENT DATE:
	 FORMDROPDOWN 

	 FORMDROPDOWN 


	

	AIMS AND OBJECTIVES:

	The standard objectives of the audit of a school have been determined to provide an independent appraisal of the adequacy of controls in key functional processes that operate within the school, these being:
· Financial Management

· Financial Administration


· Employee and Asset Management

· Pupil Welfare.


	

	AUDIT OPINION AND MAIN RECOMMENDATIONS:

	The audit review found that adequate measures are in place to control some of the key risks within the areas examined. However, the review highlighted a number of areas that are in need of additional controls to improve existing processes.

· In particular, some controls relating to the financial management of the LEA Fund account and the School Fund require improvement.

· The School's Governing Body approve neither the signatories on the bank account mandates, nor the scheme of financial delegation, on an annual basis. 

· Controls governing the School Fund account are not formalised and the account is not independently audited. 



	MANAGEMENT RESPONSE:

	The recommendations made within the report have been accepted, and where possible, will be implemented by the current Headteacher. He is due to retire at the end of the 2004 Summer term and his successor, the School's current Deputy Headteacher has been involved in the audit process and has agreed to implement all recommendations not implemented by the outgoing Headteacher where time constraints dictate. 
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	AIMS AND OBJECTIVES:

	This report covers Post Implementation Reviews undertaken in respect of the recommendations made in the audit reports ref 2455/CS/03 and 2440/CS/03. The PIRs were carried out together, as both reports relate to E-Government and have the same customer, the E-Government Programme Manager.

	

	AUDIT OPINION AND MAIN RECOMMENDATIONS:

	The original recommendations had not been fully implemented for two main reasons:

 i) The lack of a formal effective programme board for E-Government      

ii) The lack of buy-in from service and directorate users

The lack of a programme board has led to certain Prince 2 control documents not being maintained and the roll-out of the Portal has stopped, pending users to identify and request other uses.

New recommendations have been raised for:

- The setting up of a director level programme board responsible for managing all developments

- For effective budgetary control reports to be designed in conjunction with Finance

- For a report to be produced to evidence that the remaining tasks can be delivered with the remaining budget

- For senior member ownership of ODPM (Office of Deputy Prime Minister) priority outcomes 

- For renewed and consistent support for the project from all service directors, and 

- For service managers to request and own portal applications. 


	MANAGEMENT RESPONSE:

	The recommendations were all accepted by the Project Manager, but earlier attempts to convene a high-level programme board had proved fruitless and it is considered that the quarterly Directors' meetings will have to become the platform for reporting progress and any issues. This would be acceptable provided that the Directors' board recognise and accept the responsibilities of a programme board.
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	AIMS AND OBJECTIVES:

	ICLipse is a document imaging system, which has been used within Salford Direct since 1996. 

A project is currently ongoing to extend the use of this system to other areas of  the Council.

The audit was concerned with examining the controls over risks in the following areas

· User Access

· User / System support

· The impact on Salford Direct of the roll-out of ICLipse to other Directorates


	

	AUDIT OPINION AND MAIN RECOMMENDATIONS:

	The audit testing determined that the procedures in place to manage / administer the system were adequate for the system as used within the Revenue Support Team. However, as the roll-out of ICLipse continues, it is felt that the procedures will not be adequate and there may be resource implications within the Revenue Support Team for system administration.

The main recomendations arising from the report were: 

· The ownership and management of the system should be reviewed, as the use of ICLipse is being extended 

· Formal procedures for requesting/managing access to ICLipse should be introduced. This should be accompanied by periodic review of such access to ensure it remains appropriate

· Centralisation of the administration of the ICLipse system should be considered

· Some concerns were uncovered regarding the security of access to the ICLipse server

· Formal procedures governing the numbers and management of ICLipse users should be introduced.

· Standardised training for system administrators should be introduced, along with locally owned procedural notes for the use of the system


	

	MANAGEMENT RESPONSE:

	The main points of the management response are as follows:
· It was agreed that a review of the current arrangements for the management and administration of the ICLipse system will be undertaken in July 2004, and a way forward would be determined

· An upgrade was also planned for August 2004 which would help to address some of the security concerns
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	AIMS AND OBJECTIVES:

	This report is a follow-up to the audit report issued in April 2003 (ref: 2290/CS/03), covering the administration of the National Non-Domestic Rates computer system (Pericles), and data migration from the ICL B-Rates system. A number of recommendations were agreed in that report. The aim of this Post Implementation Review (PIR) was to determine the extent to which these recommendations have been implemented and, where appropriate, make new recommendations.

Pericles is supplied and supported by Anite, who designed the system to assist local authorities to manage the collection of local business rates. It was implemented in early 2002 and last year processed nearly £70 million pounds worth of payments.  

The recommendations in the original audit covered the administration function, rather than the data migration process, and covered the following aspects:

- User access

- User training / support

- System support / maintenance


	AUDIT OPINION AND MAIN RECOMMENDATIONS:

	Good progress has been made in carrying out the recommendations from the original report, which had been designed to assist the Business Rates Section Leader to establish an effective administration function for Pericles. However, progress has been hampered by the fact that the application is not yet a stable, reliable product. Also, the Pericles server environment is not sufficiently resilient, given that the system is used to manage important financial processes for the Council. Furthermore, the server configuration is underpowered, when benchmarked against the server specification recommended by Anite. This situation has been compounded by the intermittent occurrence of technical problems with Pericles PCs. 

Six new recommendations were offered, which were intended to support the actions currently being undertaken by the Business Rates Section Leader and IT Consultant in IT Net, to improve the situation in respect to the management and use of Pericles.


	

	MANAGEMENT RESPONSE:

	The management responses were positive and in the case of the two high priority recommendations, action was ongoing at the time the PIR report was finalised. These related to the need to formally recognise and document the responsibilities for system administration functions and to ensure that the hardware environment was made more resilient. 
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	AIMS AND OBJECTIVES:

	The Enterprise XP project was piloted at NPHL. The aim of the pilot was to rollout and evaluate the use of thin client technology. The audit considered the controls over risks in the following areas:
· Project management

· Financial arrangements

· Technical issues


	

	AUDIT OPINION AND MAIN RECOMMENDATIONS:

	The pilot was undertaken by NPHL, with the aim of improving the use of ICT. As a pilot, part of the objective was to introduce new technology and to act as a learning tool for IT during future implementations, allowing them to determine if Enterprise XP would be a success and what the costs of future rollouts would be. It should be noted that NPHL is not representative of other areas of the Council, as they were starting from a low base in respect of IT and IS usage. Furthermore, it should be noted that the project did not seek to implement some of the more complex collaborative tools, such as fax from the desktop or instant messaging between system users.

The project did achieve its goal of substantially increasing the level of IT, but whilst formal project documentation was produced, the project board and the customer did not formally sign off the documentation as required under Prince2. As the project did not at the outset define how it would measure success, it is difficult to say if it has succeeded or not and if so, to what degree.

The technical solution delivered did meet the customer's needs and has improved their use of ICT. 

User documentation for the new systems was produced, but might need enhancing for more complex rollouts in more mature directorates, where IT is already widely embedded. 

Main recommendations:

· Project documentation should be formally signed off and approved by both project board and the customer

· A project board should meet and regularly review documentation produced by the board

· Consideration should be given to producing enhanced documentation for subsequent rollouts

· Criteria should be defined at the start of each project phase to allow its success or not to be measured

· Financial costings should be produced as a result of the lessons learned from this project


	

	MANAGEMENT RESPONSE:

	All recommendations were accepted by management.
· They would be implemented in any future rollouts in conjunction with the client management of  each relevant directorate.








