PART ONE
ITEM NO.8

REPORT OF THE

DIRECTOR OF CORPORATE SERVICES

To the: Quality and Performance Scrutiny Audit Sub Committee
On:
Monday 19th April 2004

TITLE: INTERNAL AUDIT ACTIVITY JANUARY TO MARCH 2004

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 January to March 2004.

BACKGROUND DOCUMENTS:
Various reports and supporting working papers
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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: N/A

CONTACT OFFICER:


Andrew Waine - Audit Manager 0161 793 3357

WARD(S) TO WHICH REPORT RELATES:


Various

KEY COUNCIL POLICIES: N/A




DETAILS:

Report details are contained in the table below.

COMMITTEE SUMMARY



CORPORATE SERVICES



SUBJECT
CITIZEN COMPUTER SYSTEM
REF
2462/CS/03

AIMS/OBJECTIVES

The aim of the audit was to determine the degree of control over the following risk areas:

· System Management
· System Development
There are plans to further develop Citizen and link other Council Computer systems, with the aim of enhancing the services provided to the public.


MAIN CONCLUSIONS AND RECOMMENDATIONS

The audit has concluded that the risks relating to System Management and System Development are reasonably well controlled. Recommendations have been made to improve the degree of control over the current system and ensure that future developments are equally well controlled.

The current resource levels for the Citizen system are adequate to maintain the system and develop it at a slow pace. However, if it is the intention to expand the use of Citizen to enable it to become a key element of the Council’s ‘Think Customer’ strategy, then the resources are inadequate.

The procedures for backing up the Citizen development server are inadequate. This server is backed up locally and not via the standard procedures, as used by Desktop Services e.g. Veritas. The backup tapes are stored next to the server in a plastic box and not in a secure remote off site location.

The procedures controlling changes to the Citizen software were found to be inadequate. This could result in changes being made that are not agreed with the users. The current procedures do not formally document change requests, prioritise them in terms of importance, and agree in detail the work required, or allow the client to sign off the work when completed.

Main recommendations:

· The staffing and resources available for development of the Citizen application should be reviewed
· A system administrator should be appointed and trained

· The training program should be properly resourced
· A formal system of recording requests for change to Citizen should be implemented

MANAGEMENT RESPONSE

Management in Salford Direct and ITNet have agreed all the recommendations and they will be actioned before 31st March 2004.



COMMITTEE SUMMARY



EDUCATION & LEISURE



SUBJECTT
PRIMARY SCHOOL (Change of Head)


REF
2473/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. The audit was performed in conjunction with Education Accountancy in order to provide assurance to the new Headteacher of the adequacy of the financial systems, and to identify any areas that are in need of additional controls or where correction of identified errors in financial records is required.

The scope of the audit 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. The review undertaken was restricted to the following key areas:  

· Budgets, Income, Grants & Expenditure

· Pupil Information

· Payroll & Payment of Supply Teachers

· Bank Accounts

· School Trips

· Unofficial Funds

· Inventory.



MAIN CONCLUSIONS AND RECOMMENDATIONS

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

However, there are a number of areas that could be improved with some additional controls.


MANAGEMENT RESPONSE

Management agreed to implement all the recommendations made by Internal Audit.


COMMITTEE SUMMARY



EDUCATION & LEISURE



SUBJECT
PRIMARY SCHOOL (Change of Head)


REF
2472/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.  The audit was performed in conjunction with Education Accountancy in order to provide assurance to the new Headteacher of the adequacy of the financial systems, and to identify any areas that are in need of additional controls or where correction of identified errors in financial records is required.

The scope of the audit 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.  The review undertaken was restricted to the following key areas:  

· Budgets, Income, Grants & Expenditure

· Pupil Information

· Payroll & Payment of Supply Teachers

· Bank Accounts

· School Trips

· Unofficial Funds

· Inventory.



MAIN CONCLUSIONS AND RECOMMENDATIONS

The audit review found that adequate measures are in place to control the majority of risks.  However, it did highlight several areas that could be improved with the introduction of some additional controls.

The current Headteacher had formerly held the post of Deputy Headteacher at the School but only had limited involvement with the School's finances and their administration. In addition, the current Secretary, who has responsibility for financial administration, did not receive a formal 'hand over' or guidance from the previous Secretary.  A combination of these factors may have contributed to some of the weaknesses identified in the review.



MANAGEMENT RESPONSE

Management agreed to implement all the recommendations made by Internal Audit.



COMMITTEE SUMMARY



EDUCATION & LEISURE



SUBJECT
PRIMARY SCHOOL  


REF
2471/EDU/03 

AIMS/OBJECTIVES

In addition to the Headteacher and the Deputy Headteacher, there are nine members of the teaching staff, five Support Staff and nine Welfare Assistants.     

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

· Employee and Asset Management

· Pupil Welfare

· Fair Funding



MAIN CONCLUSIONS AND RECOMMENDATIONS

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

However, the review suggested areas that could be improved with some additional controls, including one significant issue requiring more urgent action:

· The School has not completed the required number of Fire Drills in recent years.



MANAGEMENT RESPONSE

Management agreed to implement all the recommendations made by Internal Audit, with the exception of one:

· After consideration, the School has decided to retain the current number of bank account signatories, as the system has worked without any problems to date. If problems are encountered in obtaining signatures, adding a fourth signatory will be reconsidered.



COMMITTEE SUMMARY



EDUCATION & LEISURE



SUBJECT
HIGH SCHOOL


REF
2454/EDU/03 

AIMS/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

· Employee and Asset Management

· Pupil Welfare

· Fair Funding.



MAIN CONCLUSIONS AND RECOMMENDATIONS

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

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

· A number of cancelled cheques were observed that had not been crossed through, or marked as 'cancelled' or 'void'

· With the exception of IT equipment, the School's inventory is inadequately completed

· The electronic entry/security system at the front entrance is not used 

· The Health & Safety Policy has not been updated recently

· The required number of fire drills have not been completed in recent years

· A number of invoices for building works, which qualified under the Construction Industry Scheme, were not processed appropriately.



MANAGEMENT RESPONSE

The Headteacher agreed to implement all the recommendations made by Internal Audit.



COMMITTEE SUMMARY



EDUCATION & LEISURE



SUBJECT
PRIMARY SCHOOL


REF
2464/EDU/03 

AIMS/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

· Employee and Asset Management

· Pupil Welfare

· Fair Funding



MAIN CONCLUSIONS AND RECOMMENDATIONS

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

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

· Unused chequebooks are not stored in an adequately secure location

· With the exception of computer laptop equipment, the School's inventory is not fully completed nor up to date

· A very small number of free school meals are being provided without written confirmation being received from Education Welfare

· Emergency Treatment Consent Forms have not been obtained for some pupils.



MANAGEMENT RESPONSE

The Headteacher agreed to implement all the recommendations made by Internal Audit.



COMMITTEE SUMMARY



EDUCATION & LEISURE



SUBJECT
PRIMARY SCHOOL (Change of Head)


REF
2486/EDU/03

AIMS AND OBJECTIVES

The school caters for pupils aged three to eleven and at the time of the audit review, there were 345 pupils on roll.

The present Headteacher is due to retire at Easter, 2004, after 25 years in post. A new permanent Headteacher has been appointed, and she will take up the post at the start of the summer term, 2004.

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. The audit was performed in conjunction with Education Accountancy in order to provide reassurance to both the outgoing and incoming Headteachers, that controls are operating effectively and to identify any areas that are in need of improvement or additional controls. The testing undertaken was restricted to key areas. 

The scope of the audit was to assess the suitability of controls, information and records maintained within the processes of financial management and financial administration and to determine whether there was a need for improvement or additional controls. 



AUDIT OPINION

The School is currently running an anticipated budget deficit of £55,770.  From the information supplied by Education Accountancy, this deficit is set to rise significantly over the next few years should no preventative steps be taken. The audit concluded that there are serious concerns regarding the current deficit budget although the Headteacher has recently compiled a comprehensive financial review document following discussions with the Education Accountant. This document outlines a plan to improve the School’s financial position over the next few years.

Generally, the majority of the areas reviewed are well managed with robust controls in place that are operating effectively.



MANAGEMENT RESPONSE

The departing Headteacher accepted all of the recommendations made in the Internal Audit report.



COMMITTEE SUMMARY



EDUCATION & LEISURE



SUBJECT
PRIMARY SCHOOL (Change of Head)


REF
2468/EDU/03

AIMS AND OBJECTIVES

The former Headteacher retired at the end of the winter term in December 2003.  A new Headteacher has been appointed, and took up post in early 2004.  At the time of the audit there were 226 children on roll.
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.  The audit was performed in conjunction with Education Accountancy in order to provide reassurance to both the outgoing and incoming Headteachers that controls are operating effectively and to identify any areas that are in need of improvement or additional controls. The testing undertaken was restricted to key areas. 

The scope of the audit was to assess the suitability of controls, information and records maintained within the processes of financial management and financial administration, and to determine whether there was a need for improvement or additional controls. The review covered the following areas:

· Income 

· Pupil Information

· Grants

· Loans

· Payroll

· Payment of Supply Teachers

· Bank Accounts

· Cash

· Unofficial Funds

· Budgets

· Expenditure

· Inventory


AUDIT OPINION

The audit review indicated that all of the areas considered were particularly well managed, with robust controls in place that are operating effectively.  

As a result, only a small number of minor recommendations to further improve controls were made.  



MANAGEMENT RESPONSE

The recommendations made were all accepted by the Headteacher.



COMMITTEE SUMMARY



HOUSING



SUBJECT
HOMELESSNESS AND HOUSING ADVICE


REF
2458/HS/03

AIMS AND OBJECTIVES

As a community service the Homelessness and Housing Advice team has been established to prevent the trend of people constantly re-entering the homelessness system, by application of the following services: 

· Provision of advice to people before they become homeless,

· Advice and support during the homeless and re-housing process, 

· Continued interaction with the service user and related agencies after they have been re-housed.
In order to fairly assess a service users’ homelessness status and priority need, the Team is required to follow the Homelessness Act (2002), which examines eligibility, homelessness, priority need, intentionality and local connection. This Act required all Local Authorities to produce a Homelessness Strategy by July 2003. The City Council’s Strategy was produced in July 2003 and its’ key aims are focused on prevention of homelessness, promoting awareness of homelessness issues in the wider strategic decision-making in the City, and improving the standards of the service provided by the Team.

As the service expands, working relationships with the Supported Tenancies Team and the Asylum Seekers Team are developing, in order to offer a wider range of services to their clients and to further prevent people re-entering the homelessness system. To expand the areas of homelessness prevention in Salford, plans are underway to place homelessness advice officers in key fields that have been found to produce a large amount of potentially homelessness people, such as in hospitals and in prisons.   

The scope of the audit sought to examine the following processes involved in the provision of the Homelessness and Housing Advice service:

· Processing people presenting as homeless

· Provision of housing advice

· Processing reviews and appeals

· Producing statistical information

AUDIT OPINION

The audit review concluded that as a newly established Team, the Homelessness and Housing Advice Team are working efficiently and effectively and good controls have been implemented in the areas most vital to the Team’s productivity.

In order to improve the service as a whole, there are a number of areas where improvements to existing controls are required:

· Completion of the Housing Advice Case Sheets 

· Retention of Discharge of Duty letters  

· Compilation of the Petty Cash book

It has been acknowledged by the Team that current facilities and accommodation for the Team and the service users are not completely satisfactory. Although the facilities do not fully meet Government guidelines in respect of service provision standards, the Team are aware of these requirements and are striving to meet them as far as their current location allows.

MANAGEMENT RESPONSE

The Homelessness and Housing Advice Team accepted all of the recommendations made in the Internal Audit report.

COMMITTEE SUMMARY

EDUCATION AND LEISURE



SUBJECT
PRIMARY SCHOOL


REF
2444/EDU/03

AIMS AND OBJECTIVES

The School is a co-educational day school for children between the ages of 3 and 11. There is an on- site Nursery, which caters for 30 children on a full-time or part-time basis. Currently the School has 327 children on roll, which includes the children attending the Nursery. The school has recently installed a new security fence that borders the perimeter of the school grounds.

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

· Employee and Asset Management

· Pupil Welfare



AUDIT OPINION

The audit review concluded that the areas reviewed were generally well managed, with good controls in place that were working efficiently. In order to further improve controls, there were however, a number of recommendations, which would improve the sound working practices currently operating at the School. The main recommendations made included: -

· Formal and clear reconciliations in the School Fund Cash book

· Cancelled cheques are to be retained within the chequebooks.

· School Fund income was not always banked intact, as the School did not operate a Petty Cash account. Reimbursement of expenditure through collected income should be thoroughly documented



MANAGEMENT RESPONSE

Generally all of the recommendations were accepted and implemented immediately. The Headteacher declined a minor recommendation to amalgamate the school fund cashbooks into one double page cashbook as it was stated that the current system was more preferable.



COMMITTEE SUMMARY



EDUCATION AND LEISURE



SUBJECT
HIGH SCHOOL


REF
2448/EDU/03

AIMS AND OBJECTIVES

The school provides high quality special education for boys and girls aged 11 to 19 years, and currently has 70 pupils on roll.  The staff contingent have a broad spectrum of specialist skills and are well equipped to provide the level of education and care to a variety of pupils who have a wide range of learning difficulties and disabilities.

The school provides extensive development and care facilities for pupils attending the school including, physiotherapy facilities, medical facilities (including a school nurse), speech and communication therapy and a hydrotherapy pool.  Due to the specialist nature of the school, specific medical facilities are necessary as part of school life.  Whilst an overview of these services and associated records was undertaken as part of the assignment, testing of these facilities was not undertaken as part of 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

· Employee and Asset Management

· Pupil Welfare 



AUDIT OPINION

The audit concluded that the majority of areas reviewed were well managed with sound controls in place that were working efficiently. The school is constantly striving for improvement in working practices and better facilities for the pupils.

There were a few minor recommendations, which have been highlighted to further improve the working practices that have already been established. The main points that arose from audit testing were:

· Documentation of authorisation of financial working practices.

· Calculation and retention of school trip costings.

· Documentation of Minibus licenses and safety checks.


MANAGEMENT RESPONSE

All of the recommendations were accepted by the Headteacher.



COMMITTEE SUMMARY



EDUCATION & LEISURE



SUBJECT
PRIMARY SCHOOL


REF
2480/EDU/03

AIMS AND OBJECTIVES

The primary school is a voluntary aided, co-educational school located in Irlam on the outskirts of Salford.  The School is set in a residential community, and has a strong relationship with the church.

The School caters for children from 3 to 11 years old. Once children are admitted at nursery level they are generally offered a place in reception. At the time of the review, the school had 220 children on roll including nursery and reception children. 

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

· Financial Management/Administration

· Employee Management

· Asset Management

· Pupil Welfare



AUDIT OPINION

The audit concluded that the areas reviewed were generally very well managed, with good controls in place that were working efficiently.

There were however, recommendations, which required attention. Generally the recommendations were made to further improve the sound working practices currently operating at the School. The main points were: -

· The School Fund Cashbook should be reconciled and balanced back to the relevant  Bank Statement, and the Cashbook signed as a true record of the accounts.

· Copy orders should be signed to confirm authorisation by the Headteacher.

· Formal trip records, showing trip costings and any shortfall made and the resulting contingency should be fully documented and authorised by the Headteacher.

· A Medical Disclaimer should be established in relation to the administration of medicines within the School.



MANAGEMENT RESPONSE

The Headteacher accepted all of the recommendations made at the time of the audit and the majority of recommendations were implemented by the time the final report was issued.



COMMITTEE SUMMARY



EDUCATION & LEISURE



SUBJECT
PRIMARY SCHOOL


REF
2423/EDU/03

AIMS/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

· Employee and Asset Management

· Pupil Welfare

· Fair Funding



MAIN CONCLUSIONS AND RECOMMENDATIONS

The audit concluded that the majority of the areas reviewed are well managed with robust controls in place that are operating effectively.  

Recommendations to further improve controls were made. There were three recommendations made which required immediate attention as follows: -

Whilst the Headteacher monitors income and expenditure on a regular basis and suitable plans have been drawn up to reduce the current deficit, close liaison should be maintained with the Education Accountant to ensure that this is achieved.
Procedures should be implemented to ensure that income received by the School is banked on a more frequent basis, in order that large sums of money are not retained on the School premises for any length of time.

The Headteacher should arrange to have all Attendance Registers returned promptly to the School office after marking, to ensure that they can easily be located. The Registers should be stored under locked conditions out of school hours.




MANAGEMENT RESPONSE

The Headteacher has agreed to implement the recommendations made.



COMMITTEE SUMMARY



EDUCATION & LEISURE



SUBJECT
PRIMARY SCHOOL


REF
2474/EDU/03

AIMS/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

· Employee and Asset Management

· Pupil Welfare

· Fair Funding.



MAIN CONCLUSIONS AND RECOMMENDATIONS

The audit concluded that the majority of the areas reviewed are well managed with robust controls in place that are operating effectively.  

Recommendations to further improve controls were made. There were three recommendations made which required immediate attention as follows: -

A periodic review of income to banking records should be undertaken by the Headteacher or delegated member of staff and should be evidenced by the signing/dating of records.

A periodic examination of the entries recorded in the school meals registers should be undertaken by the Headteacher or delegated member of staff, and this should be evidenced by them signing/dating the records.

Governing Body approval should be obtained when completing the new mandates for the school’s bank accounts.




MANAGEMENT RESPONSE

The Headteacher has agreed to implement the recommendations made.



COMMITTEE SUMMARY



EDUCATION & LEISURE



SUBJECT
PRIMARY SCHOOL


REF
2475/EDU/03

AIMS/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

· Employee and Asset Management

· Pupil Welfare

· Fair Funding.



MAIN CONCLUSIONS AND RECOMMENDATIONS

The audit concluded that the majority of the areas reviewed are well managed with robust controls in place that are operating effectively.  

Recommendations to further improve controls were made. Three recommendations were made which required attention as follows: -

A periodic examination of the entries recorded in the School Meals Registers should be undertaken by the Headteacher or delegated member of staff, and this should be evidenced by them signing/dating the records.

Governing Body approval should be obtained when completing the new mandates for the School’s bank accounts.

The Headteacher should ensure that the banking of income is done at alternative days/times each week.



MANAGEMENT RESPONSE

The Headteacher has agreed to implement the recommendations made.



COMMITTEE SUMMARY



EDUCATION & LEISURE



SUBJECT
STUDY SUPPORT


REF
2469/EDU/03

AIMS/OBJECTIVES

The objectives of the audit review were to provide an independent appraisal of the adequacy of controls in the key functional processes that operate within the area of Study Support, namely:

· The Award and Allocation of Funding

· The Monitoring of Funding

· The Compilation of Returns

· The Associated Data Stores.


MAIN CONCLUSIONS AND RECOMMENDATIONS

The audit concluded that there were significant weaknesses in a number of areas therefore improvements to the existing controls are required.

A number of weaknesses were highlighted in relation to the lack of documentary evidence retained by the Team to support that various procedures had been undertaken.
Recommendations to further improve controls were made, including:

· The New Opportunities Fund (NOF) quarterly revenue claims should be brought up to date as a matter of urgency and relevant paperwork to support each claim retained. Once this has been achieved, the quarterly revenue claims should be prepared and forwarded to NOF on a strict quarterly basis and not allowed to lapse.

· To ensure the accuracy of claims made to NOF, quarterly revenue claim forms should not be pre-signed by the Study Support Co-coordinator prior to their submission.

· As soon as the annual submission format problem has been resolved by NOF, the annual submissions should be compiled and forwarded to NOF at the earliest opportunity.



MANAGEMENT RESPONSE

The Head of Lifelong Learning has agreed to implement the recommendations made.



COMMITTEE SUMMARY



EDUCATION & LEISURE



SUBJECTT
PRIMARY SCHOOL
REF
2477/EDU/03

AIMS/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

· Employee and Asset Management

· Pupil Welfare

· Fair Funding 



MAIN CONCLUSIONS AND RECOMMENDATIONS

The audit review concluded that there were serious control weaknesses in the financial procedures employed at the School, and the majority of the areas reviewed are in need of significant additional controls to improve existing processes. It should be noted that a new Headteacher had commenced in post in January 2003, following the retirement of the previous Headteacher. Since the audit review was undertaken during October/November 2003, the Headteacher has resigned. The Deputy Headteacher is currently undertaking the role of Acting Headteacher.

The main concerns relate to the following areas:

· The bank mandate for the Official Fund contained a former employee

· Documentary evidence of bank reconciliations were not retained

· The Headteacher was not set up a user on SIMS and no review of Cost Centre balances has been undertaken

· Budgetary information held by the Headteacher did not necessarily coincide with the official records

· The Headteacher did not review income prepared for banking

· Official orders were not processed via SIMS and were not authorised prior to being placed

· Invoices were not always processed promptly and some documentation was missing

· The School did not use the Finance Stamp whilst processing invoices and orders

· The School Fund Cashbook was incomplete, did not contain an overall balance and was not subject to reconciliation

· Supporting documentation in respect of the School Fund was missing, and the related cheque stubs did not contain breakdowns of cash paid into the bank

· Donations received from the Fund Raising Association were not always recorded and receipts were not issued

· Reimbursements to staff for expenses incurred are not always fully recorded

· Pre-signed cheques were sometimes given to staff to make purchases on behalf of the School

· Receipts were not always available where staff had been reimbursed for purchases made

· Reimbursement for occasional clerical work undertaken by a Classroom Assistant was not processed through Payroll 

· Reimbursement for small jobs undertaken by contractors during the summer holidays was paid cash in hand and not through the official system

· During the period 1st January 2003 until 6th November 2003 a total of £6,298.64 was withdrawn from the School Fund bank account. An examination of the corresponding documentation revealed that this expenditure was supported by receipts to the value of £3,187.62, leaving unverified expenditure in the amount of £3,111.02. This lack of receipts did not provide sufficient evidence that bone fide goods and services had been purchased on the School’s behalf  

· The School Secretary was unaware of the qualification level in respect of the Construction Industry Scheme

· There did not appear to be any inventory records held at the School.

Additionally, there were particular concerns surrounding the project to set up an Out of School Club. At the time of the audit review, the premises for the Out of School Club, the building for which was constructed during the school’s summer holidays 2003, were not furnished and the Club was not operational. The financial viability of the project has been open to question, and has subsequently resulted in a budget deficit.

Arrangements regarding the tendering process for the contracted work, and the administration of the funding cheque from Salford Early Years, have been conducted in a far from satisfactory manner. There was no evidence that the proposal to hire a contractor for this project was referred to the Director of Corporate Services for approval, as Financial Regulations require.  Furthermore, as the Club has yet to open for business, and the budget was already overspent by several thousand pounds, the future prospects for the project appeared unsustainable.



MANAGEMENT RESPONSE

The Acting Headteacher in conjunction with the Chair of Governors has agreed to implement the recommendations made which address the conclusions made above. Additionally, the Acting Headteacher and Chair of Governors have met with Education Finance and the Governing Body Finance Committee and have finalised plans to reduce the budget deficit as soon as this can be achieved. Arrangements have commenced to open the Out of School Club for business during the summer holidays 2004, and any surplus income generated by the Club should be offset against the school’s budget deficit.



COMMITTEE SUMMARY



CORPORATE SERVICES



SUBJECT
CAPITAL BUDGET MONITORING


REF
2410/CS/03

AIMS AND OBJECTIVES

The purpose of this report was to review the process for the preparation and monitoring of the capital budget. This included a review of the various processes used to manage capital projects within each Directorate.

The agreed terms of reference were to: -

Assess the risks and controls associated with: -

· The processes used to produce the capital programme and budget

· The processes used in individual Directorates for monitoring capital expenditure

· The project monitoring processes within Directorates

· And, to comment on the robustness of these processes and make recommendations for improvement where appropriate.

AUDIT OPINION

Good practice is followed in that:

· CIPFA advice is followed in preparing and monitoring capital budgets, with the following exceptions:

· Life-cycle costs are not considered

· There is no requirement that a timetable be prepared for completion of the various elements of a scheme

· There is no formal system for a post implementation review of a sample of individual projects.

· Expenditure is well controlled against budgets, but the Officers dealing with it rely on their own records rather than using the information available from the core financial management information system (SAP)

MANAGEMENT RESPONSE

The audit recommendations have been accepted and agreement has been reached that the following action will be taken:

· Life cycle costs will be estimated for all proposed schemes where it is appropriate and feasible.

· The timetables for completion of schemes will be more comprehensive as from the 2004/05 programme and a full range of key dates will be recorded for the 2005/06 capital programme.

· A sample of non-grant-aided schemes will be reviewed  after completion to confirm that the system continues to operate as intended.
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