
APPENDIX


AUDIT OF ACCOUNTS 1999/2000 - FINANCIAL SYSTEMS - CORE PROCESSES
MAIN ACCOUNTING SYSTEM
	
	Findings
	Effect
	Recommendation

	1
	The bank reconciliation had not been completed on a timely basis or kept up to date during the year.
	Major errors may not be detected and the integrity of the main accounting system figures cannot be demonstrated.
	Complete regular bank reconciliations in a timely fashion throughout the year.


RESPONSE
Agreed:-  For the second year in succession staff shortages, coupled with prolonged absences because of sickness have continued to cause the current problem.  Steps are being taken to remedy the position as a matter of urgency.

	
	Findings
	Effect
	Recommendation

	2
	As noted in the 1998/1999 final accounts audit the VAT creditor had not been reconciled to VAT payments and the VAT return
	Lack of VAT controls can lead to unexpected VAT payments being made at a later date.
	Reconcile VAT payments from the VAT return to the VAT creditor.

	3
	
	
	All VAT reconciliations and returns should be reviewed by a senior officer.


RESPONSE
Agreed:-  The monthly VAT return is now checked by a senior officer.  Entries used to complete the return are extracted in the main directly from the accounting records and it is proposed to introduce a full monthly reconciliation of VAT claims to the VAT control account, in the near future.  To further formalise procedures generally, an accounting instruction has been issued requiring regular reconciliations of balance sheet accounts to be carried out.
	
	Findings
	Effect
	Recommendation

	4
	The creditors control account had only been carried out up to the end of November and contains an uncorrected reconciling item of £3k.
	Late reconciliations may fail to correct unreconciled items.

Unreconciled items could hide significant errors and imbalances.
	Complete regular creditor control account reconciliations throughout the year.


RESPONSE
The creditors control account was reconciled to the 31st March 2000 during May 2000.  

Work is being carried out to re-introduce a regular monthly reconciliation of the creditors control account.
	
	Findings
	Effect
	Recommendation

	5
	The control and suspense account reconciliations had not been reviewed and authorised by a senior officer.
	Potential for errors in reconciliations to not be identified and rectified.
	All control and suspense account reconciliations should be reviewed and authorised by a senior officer.


RESPONSE
All the control and suspense accounts have been reviewed as at the 31st March 2000 in respect of the 1999/2000 financial year and to this end an Accounting Instruction was issued in March of this year informing accountants that all balance sheet accounts should be reviewed and verified during each financial year at frequencies which are appropriate to the type of transaction involved.  At the end of the financial year all balance sheet accounts must be reconciled/agreed as evidence to support the balance.
All of the reconciliations are reviewed by the Corporate Services accountancy group.

	
	Findings
	Effect
	Recommendation

	6
	There continue to be a large number of journals posted in the nominal ledger that are not subject to any authorisation procedure.
	Potential for undetected errors or manipulation.
	All journal entries should be reviewed either before or after input.

	7
	
	
	The use of journal entries should be minimised.


RESPONSE
A large number of journals are posted to the nominal ledger by staff on behalf of more senior officers.  These such journals have been completed by the senior officers (which is authorisation in itself) and just entered on the system by appropriate staff members.

With the introduction of the new accounting system the need for journals should be minimised as the proportion of prime entries in the ledger is maximised.
	
	Findings
	Effect
	Recommendation

	8
	There are no specific controls to ensure the totals produced by feeder systems are the total received by the main accounting system.
	Potential for feeder system amounts not to be fully transferred into the main accounting system.
	The "e-merge" system should incorporate a control check to agree the total interfaced between feeder systems and the main accounting system.


RESPONSE
SAP General Ledger went live in April 2000 requiring a change in the way feeder system postings are controlled.  Control statements have been developed by the e-merge team but because of the  need to deploy resources on the further phases of the e-merge project, the reconciliation of feeders is only partially complete.  As phases of the system go live the number of feeder postings reduces as creditors, debtors and payroll are integrated in the system although there is still a need to ensure that the total posted to the ledger is correct.  Resources need to be allocated to this task as a priority.
	
	Findings
	Effect
	Recommendation

	9
	There are no formal procedures to identify officers who can make or authorise amendments to the main accounting system.
	Potential for unauthorised adjustments on the main accounting system.
	The "e-merge" development should include a procedure to identify officers who can authorise amendments to the main accounting and feeder systems.


RESPONSE
The ability of officers to amend the SAP accounting system is controlled by user profiles attached to each user of the system.  There are a number of different classes of user including:-  E-merge project team, Service Accountants, Finance Officers, Admin Officers, Creditor payments, Purchase Requisitioners, Purchase Authorisers, HR users.

The only officers who would have the ability to make changes to the configuration of system would be members of the e-merge project team and consultants.  Initial configuration of the system was based on the design document for the appropriate module of the system as agreed by the Project Steering Group.  Subsequent configuration changes would be agreed by the Project Director or Project Manager.
Budgetary control
Review of budget risk areas
Four areas were reviewed:


Social Services - children looked after plus a review of Internal Audit’s work on adults with disabilities and elderly people


Education - transport of pupils with special education needs (SEN’s)


Environmental Services - cemeteries and crematoriums


Corporate Services - interest receivable.

	
	Findings
	Effect
	Recommendation

	10
	All budgets are based on previous year’s actuals (all areas).

There is no evidence that future demand is predicted accurately as part of in-year budget monitoring or budget setting (all areas).
	Potential for out-dated and inaccurate budgets to be set.

Budgets could be set which will not reflect future demand.
	Budgets should be set on the basis of predicted future demand for services, using robust management information and costing data.


RESPONSE
CS
The investment interest budget is based on a cash flow estimate which takes into account the estimated balances of the authority, known items of income and expenditure and a view is taken of future interest rates.

Ed
Attempts are made to predict future trends based on known commitments but transport is difficult to estimate.  The cost of a child requiring transport will depend on the address, school being attended, nature of disability and the ability of the authority to accommodate a child on an existing route with a minimal price variation.  The Education Directorate will continue to attempt to make predictions but the above problems result in a lack of robust information and if we are not careful it would be easy to overstate demand for resources.  The responsible officer will be Assistant Director (Resources) with effect from the 2001/2002 budget.

En
This service is by its nature responsive and the City Council cannot control the demand.  It is not realistic to predict future demand for this service as there are no indicators available.  It is unlikely that there would be any significant variation in demand year on year.

SS
It is agreed that predicting future demands is an aid to budget setting for certain areas of service.  This method was pursued for the setting of the Looked After Children budget for 2000/2001.

In other service areas the management of demand within a fixed budget level may be more appropriate. Generally budgets are set by methods which are appropriate for the service involved.
	
	Findings
	Effect
	Recommendation

	11
	No reliable management information or costing data is produced by, or for the use of, directorate accountants who set and monitor budget (all areas).

There is very little comparison against competitors prices for the service provided (Environmental Services cemeteries and crematoria).
	No reliable basis is available to set accurate budgets.

Scope for increased income generation or changes in service provision is not identified.
	Identify management information and costing data requirements in all risk areas and put processes in place to deliver these requirements.


RESPONSE
CS
Disagree:-  The investment interest budget is based on a cash flow estimate which takes into account the estimated balances of the authority, known items of income and expenditure and a view is taken of future interest rates.

Ed
Detailed costings on a route by route basis are available but these are historic/current and can only predict outturn if subject to no change.  Transport contracts are tendered for every two years and when price comparisons are carried out there are very little differences in private competitors prices.

En
Unit costing information is being developed to inform the budget process.  Income generation is currently under review and will link to the unit costing information.  There is a clear intention to develop management information for objective decision making.  This information will be quantative and qualitative and will include financial and statistical detail.

Generally fees and charges are reviewed annually during the budget process.  In recent years (although not every year) AGMA comparison of fees and charges has been produced.  This has been used in the past to compare the City Council’s charges to those of other Greater Manchester Authorities.  As part of the Best Value process comparisons are made to other authorities in relation to fees and charges (which are currently under review).

SS
The Community and Social Services Directorate uses a range of spreadsheets and the Directorate’s Management Information System (SOSCIS) to compile costing information for services for children and adults.  Efforts are made on a regular basis to improve the quality of the information.

The Community and Social Services Directorate is in the process of purchasing a new Management Information System and the costing of services will be an integral part of the system design.

	
	Findings
	Effect
	Recommendation

	12
	Budget monitoring is not sufficiently robust to ensure that prompt and effective action is taken to tackle significant variances (all areas).
	In-year financial problems are not tackled effectively.
	Robust budget monitoring processes should be developed in all risk areas to promptly identify variances and facilitate action to respond to these.


RESPONSE
CS
Disagree:-  A weekly report is produced detailing all investment and borrowings in the week and comparing interest earned to date for both internally and externally managed investments to the budget assumption.

Ed
Budget monitoring has in recent years picked up transport overspends mid year and has reasonably predicted outturn.  A review will continue on how this can be improved during the financial year.  Responsible officers are the Principal Group Accountant and the Directorate Transport Officer.  N.B.  overspendings are caused by increases/changes in demand for services.

En
Budget monitoring is undertaken within the Directorate on a monthly basis, including commitments.  The overall budget monitoring process is built into the Directorate’s management process.

SS
The budget monitoring process for Looked After Children uses projections of costs for a full year to identify the materiality of variances compared to the budget provision.  The position is reported to senior management and actions considered accordingly.

Similarly, processes are used on Care in the Community expenditure for adults and other people.  Actions taken have reduced new placements and created bed blocking problems within hospitals.

Generally it is felt that the current monitoring process address the issues fully.  Over the last few years in particular all problem areas have been identified early and reported to officers and members.

It is however accepted that the methods adopted vary in the different directorates but the main reason for this is that the method used is felt to best suit the directorate concerned.
	
	Findings
	Effect
	Recommendation

	13
	Budgets are set without regard to whether the budget reflects policies (education transport)
	Resources are not put in place to implement Council policy.
	Budgets should reflect Council policy in all service areas.


RESPONSE
As part of the budget cycle the staff responsible for the management of the transport budget have placed growth bids to directorate team but no resources have been found.  The City Council has approved a new transport policy which will restrict access and make it more likely that budgets will more likely reflect policy.  Transport is also to be fully delegated to schools once current contracts comes to an end in August 2001.  Persons responsible will be Assistant Director (Resources) and Principal Group Accountant.
THE LOWRY
	
	Findings
	Effect
	Recommendation

	14
	The Council does not have a formal mechanism for approving the Lowry budget.
	At present there is no clear accountability for the decision.
	The Council should determine how the Lowry budget should be approved each year.


RESPONSE
There is a formal agreement between the Council and the Trust which states the arrangements for the submission of annual business plans, approval by the Council and payment of agreed contributions.  Admittedly, the first year’s timescales were not strictly adhered to because there was a desire of both parties to obtain up to date information as close to the beginning of operations as possible before identifying the initial funding arrangements.  A 5-year financial plan has now been agreed by the Council’s Lowry Centre Committee.

	
	Findings
	Effect
	Recommendation

	15
	At present, officers do not have any comparative information to help them assess the reasonableness of the Lowry budget.
	It is difficult for Salford’s officers to assess the income and expenditure assumptions that underpin the Lowry budget.
	The Council should seek to identify 'industry norms’ to help it determine the reasonableness of the Lowry budget.


RESPONSE
All concerned with the Lowry, including the Government funding bodies, acknowledge that there is no obvious comparator which reflects this type of venue.  Industry norms have been used where possible in constructing the initial business plan, e.g. with catering activity and the different types of theatrical productions, and these are being monitored, evaluated and modified in the light of actual experience.

	
	Findings
	Effect
	Recommendation

	16
	The agreement does not provide any direct incentive for the Lowry to contain expenditure or maximise income.
	Salford may have to provide extra funding.
	The Council should seek to agree performance measures with the Lowry to act as an incentive to control cost and raise income.  For example:

-  target occupancy rates

-  target sponsorship levels

-  target catering surplus

-  income to cost ratios, such as marketing to sales.


RESPONSE
Targets in the areas mentioned have been adopted in the initial business plan.  These targets are being reviewed in the light of the experience of the first few months of operation with a view to establishing more robust targets for 2001/02.

	
	Findings
	Effect
	Recommendation

	17
	The Council does not have any arrangements for monitoring the Lowry’s financial performance through the year.
	There is a risk that the deficit will grow through the year without the Council’s knowledge.
	The Council should request that the Lowry provide officers with monthly management accounts.


RESPONSE
Monthly monitoring arrangements have been in place since early summer, as recommended, with monthly management accounts being produced for both the Trust Board and the Council.

	
	Findings
	Effect
	Recommendation

	18
	The budget for the Lowry is contained within the Council’s contingency budget.
	The budget is not subject to direct budget scrutiny through the Council’s budget monitoring procedures.
	The Lowry budget should be held within a single Director’s control total budget and subjected to normal budget monitoring procedures.


RESPONSE
The budget for the Council’s contribution to the Lowry was initially held in contingency for 2000/2001 pending finalisation of the 5-year business plan and agreement of the funding arrangements.  Now that these matters have been dealt with it would be appropriate to transfer the budget to the Education and Leisure Directorate for 2001/02.

CLOSEDOWN ARRANGEMENTS
	Issue
	1999/2000 closedown action required

	Not all balances in the balance sheet were reconciled to independent supporting evidence in 1998/1999
	All accountants to produce a copy of their balance sheet which agrees with the published balance sheet and is accompanied by evidence supporting all balances.  e.g.

>  LMS Schools reserve agrees to the total of an agreed list for all schools

>  Debtors/creditors with Government departments agree to copies of grant returns

>  Provide evidence of where debtors/creditors have been settled in the new year.

	Inter directorate debtors and creditors balances did not reconcile in 1998/1999
	Reconcile inter directorate debtor and creditors amounts and net off any agreed differences.

Reference inter directorate debtors and creditors to accounts on the balance sheet.

	The need for significant in-year expenditure variances to be identified
	Provide explanations for significant variances (>£20k) between the approx and final out-turn.

	Audit risk associated with 1999/2000 budget problems
	Provide analysis of debtors/prepayments and creditors/deferred income for 1998/1999 and 1999/2000 for each directorate with:

  Explanations to be provided for significant variances (> £50k) between the years.

  Provide download of all FIS journals for 1999/2000.

  Provide working papers to evidence clearance of suspense accounts at year end.

	In-year reconciliation problems
	Fully reconciled bank reconciliations to be produced as at 31/3/2000 and for all period ends up to the date of the Final Accounts audit.  Provide working papers to show the year-end:

  Reconciliation of VAT payments from the VAT return to the VAT creditor and evidence of managements review.

  Creditors control account reconciliation.


RESPONSE
These closedown procedures were agreed with the Corporate Services Accountancy Group and do not require further comment.

ADEQUACY OF SYSTEMS
CASH AND BANK
	
	Findings
	Effect
	Recommendation

	19
	Daily cash till income totals are not reconciled to bank slip or bank statement figures (This is in addition to regular bank reconciliations not being completed and NNDR, Council Tax and Sundry Debtors reconciliations being behind in 1999/2000).
	Frauds or errors occurring in the banking of cash will not be detected.
	Cash till totals should be promptly reconciled to bankings figures.


RESPONSE
Procedures have now been introduced whereby paying-in book entries are checked and signed off against the audit roll.
	
	Findings
	Effect
	Recommendation

	20
	Daily monitoring of cashing up takes place but when the Chief Cashier has to cover for staff and cash up, the outputs are not independently checked by another officer.
	Frauds or errors in cashing up will not be prevented.
	All amounts cashed up should be checked by another officer.


RESPONSE
The procedures in R19 ensures that all bankings are checked to the audit roll.

	
	Findings
	Effect
	Recommendation

	21
	Monitoring statements and procedures for identifying cashing up unders and overs is currently suspended.
	Frauds or errors in cashing up will not be prevented.
	Reinstate the unders and overs monitoring procedures and statements.


RESPONSE
The Chief Cashier maintains a record of all over and underbankings.  The monitoring statement is currently under review.
	
	Findings
	Effect
	Recommendation

	22
	There is no independent checks on adjustments ("contras") made to receipts by cashiers.
	Fraud and errors in receipting will not be prevented.
	All "contras" adjustments on the till systems should be reviewed daily by an independent officer.


RESPONSE
A report of contra entries is produced and monitored by the Cash Control team.  Details of each contra entry are recorded by the cashiers and passed to the Chief Cashier.
	
	Findings
	Effect
	Recommendation

	23
	Procedure notes have not been updated to reflect systems changes since 1996.
	Potential for correct procedures not being followed.
	Procedure notes should be updated.


RESPONSE
Agreed : A review of all procedure notes is to be undertaken.
	
	Findings
	Effect
	Recommendation

	24
	There is no official till limit
	Losses may not be reduced to a minimum in the event of a raid.
	Introduce an official till limit.


RESPONSE
It is felt that till limits are unnecessary at the moment.  The average daily amount of cash banked is £3,000 per cashier.  The proximity of the bank means any unusually large amounts of cash can be deposited when necessary.  Bankings already take place twice each day and although the lunchtime banking is usually made up of high value cheques and not cash the cashiers are able to include cash if they feel it to be necessary.  If cashiers have to bank part way through the day this may interrupt the ability to serve customers promptly.
	
	Findings
	Effect
	Recommendation

	25
	The post is not always opened by two staff in the post room and two staff do not sign the post book for remittance of cash and cheques.
	Fraud in the post room may not be prevented.
	Post should be opened by two staff and the remittance book should be signed by two staff to evidence amount received.


RESPONSE
Post opening procedures are currently being reviewed with a view to improving security even further.  Royal Mail Consultancy Service have been approached to give free specialist advice.
	
	Findings
	Effect
	Recommendation

	26
	Postal orders are not recorded on remittance lists by the postal team.
	Fraud in the post room may not be prevented.
	Postal orders should be recorded on remittance lists by the postal team.


RESPONSE
Post opening procedures are currently being reviewed with a view to improving security even further.  Royal Mail Consultancy Service have been approached to give free specialist advice.
	
	Findings
	Effect
	Recommendation

	27
	Cash and bank spot checks are not currently carried out by Internal Audit.
	Frauds at cash receipting sites may not be prevented.
	Internal Audit should reconsider the risks related to cash holdings and reinstate cash receipting spot checks where applicable.


RESPONSE
It is acknowledged that cash receipting sites, by their very nature, can be high-risk areas.  It is therefore not a case of audit needing to reconsider the risks.

However, it is felt that audit should be able to place reliance on management operating an internal system of cash and bank spot checks, for example, area supervisors performing checks in establishments.  Audit could then perform a degree of compliance testing to ensure the internal control is operating.
CAPITAL ACCOUNTING
	
	Findings
	Effect
	Recommendation

	28
	A detailed review of asset lives has not been undertaken for Salford’s fixed assets, since 1994.
	Potential for assets lives, and consequently depreciation charges, to be wrongly stated.
	As part of the introduction of the new SAP system carry out a detailed review of asset lives.


RESPONSE
Agreed:  It was agreed as part of the review of the final accounts process that both the useful life and depreciation of assets would be considered in more detail and a meeting has been arranged with the valuer specifically to discuss these issues.  It is anticipated that any necessary amendments will be available prior to the implementation of the new system.

SALARIES AND WAGES
	
	Findings
	Effect
	Recommendation

	29
	No major systems weaknesses identified based on both Internal Audit and District Audit work.
	
	Implement all Internal Audit’s recommendations.

	
	Internal Audit’s reviews of controls in departments found that most authorisation and processing controls were in place but that there was often no evidence of salaries and wages adjustments input to the payroll system being validated by checks.  Other Internal Audit reviews identified that there is not an effective IT disaster recovery plan in place for payroll.
	Erroneous adjustments are not detected.
	

	30a
	District Audit testing found the following system weaknesses:


BACs authorisation control limits are set at an unrealistically low level which is regularly exceeded.
	Exception reports have little or no use
	BACs authorisation limits should be immediately updated and maintained at realistic levels.

	30b
	
Departments do not check and return details of people paid on their departmental payroll code.
	Potential for coding errors or ghost employees to not be detected.
	All departments should periodically be sent details of all employees paid on their department code, which they should check as correct.


RESPONSE
The SAP HR module is being designed so that key payroll input into the system has to be verified by an "authorising user" before a payment can be released.

I.T. Services with Internal Audit’s Computer Audit team have implemented a disaster recovery plan.

Agreed: - The BACS authorisation limits were amended in August 2000.

Departments are sent element lists of all elements of pay paid to their employees which are used for verification procedures and this will continue with SAP.

In addition an establishment report is one of the standard reports available in SAP and will be made available to all payroll and personnel teams.
CREDITOR PAYMENTS

	
	Findings
	Effect
	Recommendation

	31a
	Internal Audit’s work concentrated on reviewing controls within departments and cheque control.  District Audit reviewed the central controls.
	
	

	
	Internal Audit identified that there was a mixed picture across depts. regarding authorisation and separation of duties controls.  e.g. a lack of segregation of duties for the processing, batching and inputting of invoices in both Housing Services and I.T. Services.  Internal Audit also identified poor controls over cheques.
	Potential for erroneous or fraudulent payments to not be detected.
	Implement all Internal Audit’s recommendations.


RESPONSE
The introduction of SAP, and the formation of the Accounts Payable Section within the Financial Support Group will ensure that duties will be clearly defined and controlled.

Different officers will be responsible for data input i.e. processing invoices and credit notes, to those officers who will supervise the process.  In addition, the Section Leader will be responsible for payment runs and the management of master records.
	
	Findings
	Effect
	Recommendation

	31b
	District Audit creditors section work

identified the following control

weaknesses:

There is no evidence to show that new creditors set up on the system masterfile are checked and authorised by another member of staff.
	Potential for ghost creditors to be set up.
	New creditors set up should be checked by an officer separate from input and this should be documented.


RESPONSE
The new creditor (vendor) details are set up by the control team so there is a division of duties from the processing clerks who generate the payments.

	
	Findings
	Effect
	Recommendation

	32
	There are no authorisation limits on payment runs.
	Payment errors may not be detected.
	Introduce authorisation limits for payment runs.


RESPONSE
The payment sums are checked for reasonableness by the Creditor Supervisor who is best placed to know, for example when schools are receiving quarterly advances which would result in a high-value payment run.  An authorisation limit would not help detect any further payment errors.

	
	Findings
	Effect
	Recommendation

	33a
	There is no signing of output reports in the creditors section to show that system output is checked for reasonableness.
	Payment errors may not be detected.
	Checked output reports should be signed as proof of checking.


RESPONSE
It is agreed that the signing of output reports was sporadic.  In the new system, a dummy run ('proposal’) is produced and tested for reasonableness by the control team before the actual run.  The system records who actions these runs.

	
	Findings
	Effect
	Recommendation

	33b
	The creditors payments system is not regularly reconciled to the general ledger.
	Late reconciliations may fail to correct unreconciled items.
	See 4.


RESPONSE
See response 4.

HOUSING RENTS
	
	Findings
	Effect
	Recommendation

	34a

34b
	Internal Audit work identified no major system weaknesses, but there is a need to:

i)
system access controls to be tightened.

ii)
develop standard procedures for allocating properties to applicants.

iii)
produce more frequent reconciliations between the general ledger and rents system.
	Potential for unauthorised access.

Inconsistent procedures could result in different standards of customer service across areas.

Differences between the systems may prove more difficult to rectify with infrequent reconciliations.
	Implement Internal Audit’s recommendations.

	
	iv)
District Audit checks found there was no evidence that the property roll held by the Housing Rents section is reconciled to the HMIS property roll.
	Differences between the systems may prove more difficult to rectify with infrequent reconciliations.
	Provide evidence to show that the property roll held in Housing Rents is regularly reconciled to the HMIS property rolls.


RESPONSE
i)
System Access Control:

a)
all access requires a password

b)
there are in built audit trails to relate all amendments to the originating password

c)
the current HMIS system does not require regular password changes; the new HS2000 system will have this requirement

d)
password variation is currently a time-consuming exercise.  It is performed centrally in the Housing Directorate, with an authorisation code generated by I.T.

ii)
Allocation of properties

There is a basic standard allocation procedure for all allocation of properties, but it tends to be varied by each area because of differing demands in each area and the local housing markets.

However, in view of the recent green paper "Quality and Choice - a decent home for all", and as part of the overall housing restructure, the lettings policy is currently being reviewed with an anticipated implementation date of 1st April 2001 and the Housing Directorate is working towards a centralised lettings and marketing contact point.

iii)
Reconciliation between the general ledger and the rents systems.

The entries to the General Ledger account are made on a weekly journal based on information produced by the rents system, with the exception of cash, which is posted at the end of the year by the Corporate Services Accountancy section.

During the year the Rent Control Team within Housing Services monitors and reconciles all receipts and postings to the rents system, with the income feeder system.

iv)
This comment is at odds with the information provided by the Housing Rents section.

HMIS holds details of all properties owned by Housing.  Various reports however are produced which exclude long term voids and other properties, which it is not proposed to let.

The deletion of properties is undertaken by the central control office.

This addition of properties is undertaken by the central control office.

A cumulative list of all the variations is maintained at all times and reconciliations can be undertaken at any time, but mainly because the HMIS system is never completely up to date, only an annual reconciliation is performed.
LOANS AND INVESTMENTS
	
	Findings
	Effect
	Recommendation

	35
	No major systems weaknesses identified.  However, there were no regular reconciliations between logotech and LAFIS in 1999/2000 because a new staff member started.
	Errors are not detected until the year end process.
	Quarterly reconciliations should be carried out between logotech and LAFIS.


RESPONSE
Agreed:-  A regular reconciliation would identify miscodings at an earlier stage and will be carried out in the future.
	
	Findings
	Effect
	Recommendation

	36
	There is no formal contingency plan in the event of an IT failure for the logotech system.
	Potential for treasury management dealings to be severely restricted in the event of an IT failure.
	Develop an effective contingency plan for treasury management systems.


RESPONSE
Disagree:-  Logotech is an administration system only which assists in the Treasury Management dealings.  In the event of a system failure manual records are available to ensure the continuation of the service.  There may be a slight delay in the function but it would not be severely restricted.

	Follow up

	Poll Tax:
Action has been taken on all previous recommendations.


RESPONSE
No further comment necessary.

IMPLEMENTING "E-MERGE"
	
	Findings
	Effect
	Recommendation

	
	Ph.1 - General ledger/Accounts payable
Implementation has gone relatively smoothly.  Initial interface problems are being addressed and there are reports of reducing rejections on systems.  The implementation team are still managing the system and Internal Audit plan to review controls once the system management has been handed over.
	
	


RESPONSE
No further comment is required at this stage.

	
	Findings
	Effect
	Recommendation

	
	Ph.2 - Purchasing/Accounts receivable
A number of procurement system issues need to be considered further in respect of this phase of the project.  Internal Audit are involved in a review at the moment and the key risks are:


delay in appointing staff to the key roles, which means that initial decisions about how the system will operate, support business processes and the build of the system will either be delayed or carried out by other staff.


failure to realise projected business case savings.


additional expenditure on to meet planned timescales.
	
	


RESPONSE
No further comment is required at this stage.

	
	Findings
	Effect
	Recommendation

	
	Ph.3 - Payroll/Personnel
There are issues arising from the implementation of this phase.  Internal Audit are involved and feel that all key issues arising from implementation are being identified, reviewed and appropriate action agreed.  This is mainly due to payroll staff involvement in the project team.
	
	


RESPONSE
No further comment is required at this stage.

Implementing Fair Funding
	
	Findings
	Effect
	Recommendation

	37
	Salford have adequate arrangements in place to implement Fair Funding because:


delegation regulations are being complied with


what is and is not delegated has been defined
	
	

	
	To date, the Education and Leisure Directorate has concentrated its efforts on complying with the delegation guidelines and setting up SLAs to define "buyback" services.  However, there has been little emphasis on developing:


a support framework for schools which allows them to undertake effective procurement.


explicit performance standards and targets for the quality of services to be provided to schools under the SLAs.
	Schools will not achieve best value in procurement without relevant support and training.

It will be difficult to justify a quality service without reference to performance standards.
	The Education department should develop:


a support framework for schools to allow them to undertake effective procurement.


explicit performance standards and targets for inclusion in all central services SLAs.


RESPONSE
Support framework for schools - this is being developed as part of the best value process and the Ofsted implementation.  The planned target date for the draft system is April 2001.

Performance targets for SLAs - A working group of providers meets on a monthly basis and one of the areas it is tasked with reviewing is the quality performance standards for schools.  The next round of SLAs will include specific performance measurement of standards and quality measures.

Preparing for the EURO
	
	Findings
	Effect
	Recommendation

	38


	Salford has taken initial steps to prepare for the EURO without committing excessive resources to this uncertain future event.  This approach appears adequate for the present but should be kept under review, especially because detailed reviews have yet to be undertaken on the impact on finance and information.
	Without adequate preparations the Authority could suffer problems when the EURO is introduced, particularly in the areas of Information Technology and Finance.
	Consider establishing a cross-service group to identify the impact of the EURO in all service areas.


RESPONSE
Agreed.

FRAUD AND CORRUPTION
Overall Arrangements
	
	Findings
	Effect
	Recommendation

	39
	The Authority does not have a register or other mechanisms for members and officers to record the offering or receipt of hospitality and gifts.
	Fraud and corruption may not be prevented or detected where these gaps in arrangements appear.
	Develop registers or other mechanisms for members and officers to record the offering or receipt of hospitality and gifts.


RESPONSE
A Register for Members to record hospitality and gifts is in place.  A monthly declaration form is sent via E-mail to all Members to remind them of their obligations.  Considerable training in this area is to be undertaken by the Standards Committee during December.  A similar record is being developed for officers but in the meantime officers should report the receipt of gifts and hospitality within their individual directorates. 

	
	Findings
	Effect
	Recommendation

	40
	The standing orders do not include a section on land disposal.
	
	Update standing orders to include a section on land disposals.


RESPONSE
The Standing Orders are at present being amended and this recommendation will be included.

Contracts
	
	Findings
	Effect
	Recommendation

	41
	Internal audit do not carry out reviews to identify whether particular contractors are favoured in the awarding of contracts.
	Potential for any corruption to take place and not be detected.
	Internal Audit could consider monitoring for any trends towards particular contractors.


RESPONSE
Internal Audit consider that monitoring contract awards should be the responsibility of Departmental Management.  However, this process will be included in the audit plan as and when appropriate.
	
	Findings
	Effect
	Recommendation

	42
	The Authority’s contract standing orders do not include procedures for dealing with:


contract errors and anomalies


contract variations.
	Potential for officers to use the wrong procedures in these areas.
	Update contract standing orders to include:


contract errors and anomalies


contract variations.


RESPONSE
The Standing Orders are at present being amended and this recommendation will be included.


	
	Findings
	Effect
	Recommendation

	43
	Site reports were not always fully completed or, in some instances, not at all.
	Potential for the Authority to lack evidence when dealing with any variations or disagreements with contractors.
	Site reports should be completed fully for all visits.


RESPONSE
Agreed:  The next series of internal audits will be targeted specifically at site reports in order to ensure that both your recommendation and the ISO9000 procedures are being followed in both the Architectural and Landscape Design Services and Engineering Design and by all appropriate staff.

	
	Findings
	Effect
	Recommendation

	44
	A signed contract could not be found for one contract reviewed.
	Lack of a robust audit trail can encourage fraud.
	Documentation for all contracts should be easily accessible.


RESPONSE
All contracts should be stored within the Contract Store Room located in the basement of the former Swinton Town Hall building.  The index is held by the clerical staff within the Legal Section.
ADDENDUM
COUNCIL TAX
	
	Findings
	Effect
	Recommendation

	
	Internal Audit identified no major system weaknesses and several recommendations from previous audits have been implemented.  However, there is a need to:

a)
continue to reduce time taken to process amendments.

b)
devise a better system for following up time related exemptions.
	No all amendments are processed within the GM target of 10 days.

Potential for exemptions still to be allowed when not valid.
	Implement Internal Audit’s recommendations.


RESPONSE
a)
Accepted:  New measures are to be introduced to enable targets to be met.

b)
Accepted:  Implementation, however, will be subject to the availability of I.T. resources.

NNDR
	
	Findings
	Effect
	Recommendation

	
	Internal Audit identified no major system weaknesses, but there was a need to:
	
	Implement Internal Audit’s recommendations.

	
	a)
improve the separation of duties on the NNDR section
	Potential for error or fraud not being detected by other officers.
	

	
	b)
action referrals for committal during recovery action
	Recovery process may not be seen as an effective deterrent.
	

	
	c)
store backup data at a location away from the civic centre
	Potential for loss of back up data in the event of a disaster.
	

	
	d)
test the disaster recovery procedures in place
	Disaster recovery plan may not work in practice.
	


RESPONSE
a)
This point is accepted but staffing difficulties have hindered change.  The structure of the section is currently under review.

b)
Accepted :  A recovery timetable has now been established.

c)
Alternative accommodation is being sought by I.T. Services.

d)
Procedures currently under review by I.T. Services.

SUNDRY DEBTORS
	
	Findings
	Effect
	Recommendation

	
	Internal Audit’s review of debt recovery and access controls identified no major weaknesses.
	
	

	
	District Audit work on other key controls (including testing in three directorates) identified the following areas for improvement:
	
	

	34a
	
Invoice requisition forms are not always authorised by supervising officers (Social Services).
	Potential for erroneous and fictitious invoices to be raised.
	All invoice requisition forms should be authorised by supervising officers to confirm correct values and coding.

	34b
	
Targets are not set and monitored for raising debtor invoices (Chief Executives and Environmental Services).
	Potential for lost income from slow raising of debtor invoices not being identified.
	Target dates for the raising of sundry debtors should be set and monitored in all directorates.

	34c
	
The sundry debtors system is only reconciled to the main system at year-end.
	Differences between the systems may prove more difficult to rectify with infrequent reconciliations.
	Consider quarterly reconciliations between the sundry debtors system and the main accounting system.


RESPONSE
34a
Requisitions from Social Services are not always authorised as each client has a file with documentation relating to the raising of the invoice.  This in effect acts as the authorisation.  Any credit notes have to be authorised.

34b
The raising of invoices will now be undertaken on the Finance Support Group.  Target indicators will be established to ensure adequate performance is achieved.

34c
SAP debtors forms part of the integrated financial system, with the accounting entries processed in "real time."  The sundry debtors cash reconciliation will be undertaken by Revenue Control.

- 8 -

CK811.JF

