	Part One
	ITEM NO. 7



REPORT OF THE STRATEGIC DIRECTOR OF CUSTOMER & SUPPORT SERVICES



TO THE BUDGET & AUDIT SCRUTINY – AUDIT SUB-COMMITTEE

ON Tuesday, 11 April, 2006


TITLE: SIC EVIDENCE REVIEW 2005/06

RECOMMENDATIONS: That Members consider the evidence collated for the Statement on Internal Control and assess the significance of action points listed.

EXECUTIVE SUMMARY: The purpose of this report is to apprise Members of the evidence gathered to date in the compilation of the Statement on Internal Control and the actions identified to address any weaknesses that have been identified..

BACKGROUND DOCUMENTS: CIPFA Finance Advisory Network, Meeting the Requirements of the Account and Audit Regulations 2005 – A Rough Guide for Practitioners


ASSESSMENT OF RISK: Compilation of the Statement on Internal Control is a statutory requirement, the process of which has been managed by the SIC Management Group.
	


SOURCE OF FUNDING: Existing revenue budget.

	


COMMENTS OF THE STRATEGIC DIRECTOR OF CUSTOMER AND SUPPORT SERVICES (or his representative):

1. LEGAL IMPLICATIONS

Provided by: Deputy Director of Customer & Support Services and City Solicitor

2. FINANCIAL IMPLICATIONS
Provided by: Strategic Director of Customer & Support Services

PROPERTY (if applicable):

HUMAN RESOURCES (if applicable): Head of Human Resources

	


CONTACT OFFICER: Julie Flanagan – Audit Manager 0161 793 3239

julie.flanagan@salford.gov.uk

WARD(S) TO WHICH REPORT RELATE(S): N/A


KEY COUNCIL POLICIES: 


DETAILS (Continued Overleaf) See Appendix A – SIC Evidence Review
Appendix A

Statement on Internal Control Evidence Review 2006/07

1. In order to comply with the Accounts and Audit Regulations 2003, the Council has a duty to include a statement of assurance about Internal Control across the Council. This statement includes processes by which the Council manages its business effectively, in addition to financial and regulatory controls. 

2. The statement also identifies any significant weaknesses that have been identified in the internal control framework and the measures it is taking to address them.

3. The evidence gathering process methodology employed for this year’s statement has engaged key members of staff in each directorate. These staff have evaluated the controls employed within the directorate and have provided an opinion on the effectiveness of those controls.

4. Each Strategic Director has reviewed the work undertaken in their own directorate and signed an assurance statement regarding the control mechanisms for which they are responsible.

5. Appendix B is a summary of the assurances provided by each directorate. The scores recorded are the percentage achievement of the objectives recorded in the CIPFA Guidance on the Statement on Internal Control. Where controls are assessed to be less than satisfactory actions have been identified to rectify these matters.

6. Appendix C provides a copy of the Action Plan arising from the production of this year’s statement. This Action Plan includes items which were identified as part of the 2004/05 Statement for which progress is still ongoing.

Recommendation

7. Members are asked to consider the evidence schedule provided by directorates and the matters recorded in the Action Plan. Members should determine which of these items are deemed significant for inclusion in the draft Statement on Internal Control.

	SIC Evidence Summary 2005/06
	
	
	
	
	
	
	
	
	
	
	

	 
	Central
	C&SS
	Children's Services
	Community Health & Social Care
	Housing & Planning
	Environment
	Chief Execs

	 
	 
	Customer Services
	ICT
	Finance
	HR
	Law & Admin
	 
	 
	 
	 
	 

	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 

	Objective 1 - Establishing principal statutory obligations and organisational objectives
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	

	Step1 - Mechanism established to identify principal obligations
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 

	1 - Responsibilities for statutory obligations are formally established
	100
	0
	0
	0
	0
	0
	0
	0 
	0
	0
	0

	2 - Record held of statutory obligations
	100
	100
	0
	0
	0
	0
	0
	 0
	0
	0
	0

	3 - Effective procedures to identify, evaluate, communicate, implement, comply with monitor legislative change exist and are used
	0
	100
	50
	100
	100
	100
	100
	 100
	100
	100
	100

	4 -  Effective action is taken where areas of non-compliance are found in either mechanism or legislation
	0
	100
	50
	100
	100
	100
	100
	 100
	100
	100
	100

	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 

	Step 2 - Mechanism in place to establish corporate objectives
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 

	1 - Consultation with stakeholders on priorities and objectives
	0
	100
	100
	100
	100
	100
	100
	 100
	100
	100
	100

	2 - The authority's priorities and organisation objectives have been agreed (taking into account feedback from consultation)
	100
	0
	0
	0
	0
	0
	0
	 0
	0
	0
	0

	3 - Priorities and objectives are aligned to principal statutory obligations and relate to available funding
	100
	0
	0
	0
	0
	0
	0
	 0
	0
	0
	0

	4 - Objectives are reflected in departmental plans and are clearly matched with associated budgets
	100
	0
	0
	0
	0
	0
	0
	 0
	0
	0
	0

	5- The authority's objectives are clearly communicated to staff and to all stakeholders
	0
	100
	100
	100
	100
	100
	100
	 100
	100
	100
	100

	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 

	Step 3 - Effective corporate governance arrangements are embedded within the authority
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 

	1- Code of corporate governance established
	50
	0
	0
	0
	0
	0
	0
	 0
	0
	0
	0

	2 - Review and monitoring arrangements in place
	50
	0
	0
	0
	0
	0
	0
	 0
	0
	0
	0

	3 - Committee charged with governance responsibilities
	50
	0
	0
	0
	0
	0
	0
	 0
	0
	0
	0

	4 - Governance training provided to key officers and all members
	50
	0
	0
	0
	0
	0
	0
	 0
	0
	0
	0

	5 - Staff, public and other stakeholder awareness of corporate governance
	50
	0
	0
	0
	0
	0
	0
	 0
	0
	0
	0

	 
	 
	 
	 
	 
	 
	 
	 
	
	 
	 
	 

	Step 4 - Performance management arrangements are in place
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 

	1 - Comprehensive and effective management systems operate routinely
	0
	100
	100
	100
	100
	100
	100
	100 
	100
	100
	100

	2 - Key performance indicators are established and monitored 
	50
	0
	0
	0
	0
	0
	0
	 0
	0
	0
	0

	3 - The authority knows how well it is performing against planned outcomes
	0
	100
	100
	100
	100
	100
	100
	 100
	100
	101
	100

	4 - Knowledge of absolute and relative performances achieved is used to support dcisions that drive improvements
	100
	0
	0
	0
	0
	0
	0
	 0
	0
	0
	0

	5 - The authority continuously improves its performance management
	100
	0
	0
	0
	0
	0
	0
	 0
	0
	0
	0

	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 

	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 

	Objective 2 - Identify principal risks to achievement of objectives
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 

	Step1 - The authority has robust systems and processes in place for the identification and management of strategic and operational risk
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 

	1- There is a written strategy and policy in place for managing risks which:- a)has been formerly approved at political and risk management board (or equivalent) level, b)is reviewed on a regular basis, c)has been communicated to all relevant staff
	50
	0
	0
	0
	0
	0
	0
	0
	0
	0
	0

	2- The authority has implemented clear structures and processes for risk management which are successfully implemented and: a) Management board and elected members se risk management as a priority and supported it by personal interests and input, b)decision making considers risk, c)A senior manager has been appointed to "champion" risk management, d)Roles and responsibilities for risk management have been identified, e)Risk management systems are subject to independent assessment, f)Risk management is considered in the annual business planning process
	100
	0
	0
	0
	0
	0
	0
	 0
	0
	0
	0

	3 - The authority has developed a corporate approach to the identification and evaluation of risk which is understood by all staff.
	50
	0
	0
	0
	0
	0
	0
	 0
	0
	0
	0

	4 - The authority has well defined procedures for recording and reporting risk.
	0
	100
	101
	50
	100
	100
	100
	 100
	100
	100
	100

	5 - The authority has well established and clear arrangements for financing risk
	100
	0
	0
	100
	100
	0
	100
	 100
	100
	100
	0

	6 - The authority has developed a programme of risk management training for relevant staff
	0
	0
	101
	50
	50
	100
	100
	 100
	100
	100
	100

	7 - The corporate risk management board (or equivalent) adds value to the risk management process by:-a)Advising and supporting corporate management team on risk strategies, b)Identifying areas of overlapping risk, c)Driving new risk management initiatives)Communicating risk management and sharing good practice, e)Providing and reviewing risk management training, f)Regularly reviewing the risk register(s), g)Coordinating the results for risks reporting
	100
	0
	0
	0
	0
	0
	0
	 0
	0
	0
	0

	8 - A corporate risk officer has been appointed with the necessary skills to analyse issues and offer options and advice and:-a)Support decision making and policy formulation, b)Provides support in the risk identification and analysis process, c)Provides support in prioritising risk mitigation action, d)Provides advice and support in determining risk treatments, e)Inspires confidence in managers
	100
	0
	0
	0
	0
	0 
	0
	 0
	0
	0
	0

	9 - Managers are accountable for managing their risks
	100
	0
	0
	0
	0
	 0
	0
	 0
	0
	0
	0

	10 - Risk management is embedded throughout the authority
	50
	0
	0
	0
	0
	 0
	0
	 0
	0
	0
	0

	11 - Risks in partnership working are fully considered 
	100
	0
	0
	0
	0
	 0
	0
	 0
	0
	0
	0

	12 - Where employed, risk management information systems
	100
	0
	0
	0
	0
	 0
	0
	 0
	0
	0
	0

	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 

	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 

	Objective 3 - Identify key controls to manage principal
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 

	Step 1 - The authority has robust system of internal control which includes systems and procedures to mitigate principal risks
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 

	1 - There are written financial regulations in place which have been formally  approved, regularly reviewed and widely communicated to all relevant staff:-a)Authority has adopted CIPFA code on Treasury Management (note: recent legislative requirement by virtue of the prudential code), b) Compliance with the Prudential Code
	100
	0
	0
	0
	0
	0
	0
	 0
	0
	0
	0

	2 - There are written contract standing orders in place which have been formerly approved, regularly reviewed and widely communicated to all relevant staff
	100
	0
	0
	0
	0
	0
	0
	 0
	0
	0
	0

	3 - There is a whistle blowing policy in place which has been formally approved, regularly reviewed and widely communicated to all relevant staff
	100
	0
	0
	0
	0
	0
	0
	 0
	0
	0
	0

	4 - There is a counter fraud and corruption policy in place which has been formally approved, regularly reviewed and widely communicated to all relevant staff
	100
	0
	0
	0
	0
	0
	0
	 0
	0
	0
	0

	5 - There are codes of conduct in place which have been formally approved and widely communicated to all relevant staff
	100
	0
	0
	0
	0
	0
	0
	 0
	0
	0
	0

	6 - A registry of interest is maintained, regularly updated and reviewed
	100
	0
	0
	0
	0
	0
	0
	 0
	0
	0
	0

	7 - Where a scheme of delegation has been drawn up, it has been formally approved and communicated to all relevant staff.
	100
	0
	0
	0
	0
	0
	0
	 0
	0
	0
	0

	8 - A corporate procurement policy has been drawn up, formally approved and communicated to all relevant staff
	100
	0
	0
	0
	0
	0
	0
	 0
	0
	0
	0

	9 - Business/service continuity plans have been drawn up for all critical service areas and the plans:-a)Are subject to regular testing, b)Are subject to regular review
	50
	0
	0
	0
	0
	0
	0
	 0
	0
	0
	0

	10 - The corporate/departmental risk register(s) includes expected key controls to manage principal risks
	100
	0
	0
	0
	0
	0
	0
	 0
	0
	0
	0

	11 - Key risk indicators have been drawn up to track the movement of key risks and are regularly monitored and reviewed
	100
	0
	0
	0
	0
	0
	0
	 0
	0
	0
	0

	12 - The authority's internal control framework is subject to independent assessment
	100
	0
	0
	0
	0
	0
	0
	 0
	0
	0
	0

	13 - A corporate health & safety policy has been drawn up, formally approved, is subject to regular review and has been communicated to all relevant staff
	50
	0
	0
	0
	0
	0
	0
	 0
	0
	0
	0

	14 - A corporate complaints policy/procedure has been drawn up, formally approved, communicated to all relevant staff, the public and other stakeholders is regularly reviewed 
	100
	0
	0
	0
	0
	0
	0
	 0
	0
	0
	0


	From 2005/06
	Ref
	Issue
	Action Point
	Lead Directorate
	Responsible Officer
	Due Date
	Current Position

	(
	1
	Although key staff are aware of the legislation that applies to their particular area of work, there is a need for generic information to be provided to all staff on legislation affecting the Council as a whole, eg DPA, FOI, Health & Safety. 
	Induction training and induction packs should be developed to include key pieces of legislation eg DPA, FOI. There should be one common induction pack with additional items added for specific directorates.
	Customer & Support Services
	Mike Bleese
	March 2006
	Corporate induction included under e-learning the on intranet, with links to FOI & DPA. The HR intranet web pages being further improved, with links to H&S etc included.

	
	
	
	A Service Standards Manager will be appointed in ICT to ensure compliance with legislative changes.
	Customer & Support Services
	David McIlroy
	April 2006
	

	(
	2
	Corporate Governance and Risk Management awareness training has been provided to members, senior officers, and key staff in directorates. This training needs to be rolled out to ensure that these issues become embedded.


	Corporate Governance and Risk Management awareness training and resources need to be developed, along with a programme for rolling out this training, and refresher training to all staff and members.

This training needs to be incorporated into the induction programme to ensure that all new members of staff are aware of the issues facing them.

Regular assessments should be undertaken of the level of awareness throughout the organisation.
	Customer & Support Services
	Don Simpson


	October 2005

March 2006

March 2006
	Need to put back due to PMF enhancements October 2006

October 2006

October 2006



	(
	3
	There is a need for training for both officers and members involved in the assurance evaluation process.
	Determination needs to be given as to the appropriate forum to which Assurance Statements should be submitted for scrutiny and approval. A training plan needs to be developed and implemented for officers and members required to evaluate assurance statements, eg at Scrutiny Committees.
	Customer & Support Services
	Alan Eastwood
	December 2005
	Pushed back until after Audit Committee June 2006



	(
	4
	The Competency Framework that has been developed does not include reference to awareness of legislation.
	The Competency Framework should be amended to ensure that requirements for awareness of legislation are identified and used as part of the recruitment and appraisal processes.
	Customer & Support Services
	Mike Bleese/Alison Hill
	September 2005
	Competency framework piloted and evaluated – revised framework devised and currently under consultation. Competencies to be based upon the national skills framework. Awareness of legislation to be incorporated within revised appraisal system as part of the job specific competencies.

	(
	5
	Potential areas for action in relation to matters arising from the Council’s risk registers are not formally monitored to ensure that progress has been made against specified timescales.
	Action plans need to developed for matters arising from the risk registers. The new Performance Management system will be amended to facilitate this.
	Customer & Support Services
	Don Simpson
	September 2005
	Upgrade tested –live date 1st July 

	(
	6
	Matters arising from the meetings of the Corporate Risk Management Group need to be communicated across all levels of staff throughout the Council
	A council wide newsletter should be produced by the CRMG to raise awareness of risk management issues amongst all staff.
	Customer & Support Services
	Julie Flanagan
	December 2005
	Awaiting PMF go live

	
	7
	There is no clear link between the plans to meet the objectives of the Council and the funding required to meet these objectives.
	Service plans need to be written to demonstrate that directorate objectives are matched to funding.

Reports should be produced at the year-end on outcomes of service plan objectives and the funding matched to them.
	Customer & Support Services
	John Spink


	March 2006

March 2007
	Budget report for 2006/07 approved Council 1/3/06 demonstrates for each directorate the achievement of objectives in 2005/06 and their plans for 2006/07 with the budgets allocated to them.  Complete

	(
	8
	The Council’s Corporate Complaints Procedure has not yet received formal approval by committee.
	The Corporate Complaints Procedure should be approved by committee. 
	Customer & Support Services
	Alan Eastwood
	September 2005
	Full Council April 2006

	(
	9
	The Council’s Health & Safety Policy has not yet received formal approval by committee.
	The Health & Safety Policy should be approved by committee.
	Customer & Support Services
	Mike Bleese
	September 2005
	Policy being revised following the strategic review. The new policy will incorporate new structural arrangements for monitoring and reporting on H&S performance.

	(
	10
	Although the Council is working to the standards of Corporate Governance laid down by CIPFA/SOLACE, no formal strategy has been adopted. 
	A Code of Corporate Governance should be formally adopted by the Council.

A timetable for revision should be included in the Code of Corporate Governance.

The Code of Corporate Governance should be implemented and disseminated. 

Responsibility needs to be given to a committee to receive all reports on Corporate Governance issues.

An annual report should be prepared for assurance on corporate governance, including responses to action plans.


	Customer & Support Services
	Don Simpson 


	September 2005 

September 2005

March 2006

September 2005

March 2006
	Awaiting formation of a new Audit Committee.

	(
	11
	The authority is not in a position to demonstrate how well it is performing against its planned outcomes.
	Balanced scorecards should be adopted and implemented across the council.
	Policy, Strategy & Research
	Ruth Fairhurst
	December 2005
	Balanced scorecard methodology has been adopted and implemented across the council. Complete

	(
	12
	Service plans may need to be revised during the year in the light of performance against specified targets in meeting objectives.
	The Authority needs to develop a mechanism for allowing revisions to be made to service plans and business plans throughout the year in the light of performance against targets.
	Policy, Strategy & Research
	Ruth Fairhurst
	March 2006
	Performance against business plans and PI’s are reviewed on a quarterly basis by Directors Team, The Cabinet and through the QPE meetings. Following the review of performance action plans are amended as appropriate. Complete

	(
	13
	The Council’s Risk Management Framework does not include a communication strategy for dissemination.
	A communication strategy needs to be developed and implemented for the Risk Management Framework across the entire Council.
	Customer & Support Services
	Don Simpson/Julie Flanagan
	October 2005
	Awaiting PMF go live

	(
	14
	There is an Audit Charter and Terms of Reference, but the relationship between internal audit and risk management is not overtly specified.
	The terms of reference for internal audit should clearly define the relationship between risk management and internal audit.
	Customer & Support Services
	Don Simpson/

Andrew Waine
	October 2005
	Audit Committee 12/05 Complete

	(
	15
	Risk Management issues are reported to the Corporate Risk Management Group on a regular basis, but there is no formal reporting mechanism to members.
	Responsibility for risk management should be given to a Scrutiny Committee.

Reports on risk should be reported to members on a regular basis.
	Customer & Support Services
	Don Simpson
	September 2005

September 2005
	Awaiting formation of Audit Committee

	(
	16
	The Woolf Principles have been adopted by the Council for the management of insurance claims, however, the timescales for these principles have not been met in a number of instances.
	Insurance claims should be managed in accordance with the Woolf principles
	Customer & Support Services
	Julie Flanagan
	December 2005
	Working with Urban Vision to comply. Complete

	(
	17
	The Council has not appointed a Corporate Risk Officer
	A Corporate Risk Officer needs to be formally appointed for the Council. This officer needs to be given appropriate training and have ongoing membership of an appropriate body. Key tasks need to be defined for this officer.
	Customer & Support Services
	Don Simpson
	September 2005
	Considering structures.

	(
	18
	There is no mechanism for assurances to be given on the level of internal control based on management’s self-assessment.
	A process of CRSA needs to be implemented across the council to enable departmental assurances to be given on the level of internal control, including compliance with Council policies and procedures.
	Customer & Support Services
	Alan Eastwood/

CRMG
	March 2006
	Complete

	(
	19
	There is no comprehensive record of partnerships that the Council has entered into. No assurances can be given that appropriate arrangements are in place for risk sharing between partners.
	The Council needs to identify all partnerships and ensure that contractual mechanisms are in place for appropriate risk sharing.

Standing orders should be reviewed to ensure that they contain references to partnering arrangements. 
	Customer & Support Services
	Alan Eastwood


	March 2006

March 2006
	March 2007

March 2007

	(
	20
	The business continuity plans developed across the Council need to be tested to ensure their validity and appropriateness.
	Business continuity plans should be completed for all business critical areas, and these should be tested and reviewed on a regular basis.
	Customer & Support Services
	Alan Eastwood/

Peter Towey/Julie Flanagan/Jane Lane
	December 2006
	Some Services are still without plans – those services with plans have been tested within the last 12 months, but many need reviewing once higher-level plans are in place. Business Impact Assessments are being rolled out across the whole of the council to ensure planning is appropriate to the critical services and resources of the council. Directorates are being given a deadline of June ’06 for assessments and October ’06 for plans – testing/exercising will take place from November to ensure fully compliant by April ’07. Testing will form part of a yearly cycle unless there is a change to the service provided.

	(
	21
	The Authority needs to recognise any lessons that may be learned from health and safety “near misses”.
	Reports on “near misses” should be compiled and reported to appropriate members and officers.
	Customer & Support Services
	Mike Bleese/Dave Butler
	September 2005
	Additional “outstationed” H&S resources have been established. A new H&S performance monitoring and reporting system has been introduced. Reports to be presented to each Lead Member and Directorate SMG. Complete

	(
	22
	The scheme of delegation does not include controls or sanctions for non-compliance.
	The scheme of delegation should be reviewed to ensure that appropriate sanctions and controls are included for non-compliance.
	Customer & Support Services
	Graham Chinn
	March 2006
	Discussed with Deputy Director of Customer and Support Services and City Solicitor. No need for specific controls or sanctions, as matters within the Scheme of Delegation will be covered by legislation, the Code of Conduct for Elected Members, the Code of Conduct for Employees or an employee's contract of employment. Complete

	(
	23
	Benchmarking exercises have not been undertaken for HR services.
	HR should develop benchmarking across AGMA and nationwide.
	Customer & Support Services
	Mike Bleese
	March 2006
	AGMA group established to look at benchmarking; most AGMA authorities subscribe to the HR benchmarking service run by DLA Piper Rudnick Gray Cary, a joint SOCPO initiative. This provides annual information by all sector/local government split by HR performance indicators and workforce indicators. Complete

	(
	24
	There are variances in the way in which complaints are managed across the Authority. 
	There needs to be consistency in the way in which Corporate Complaints Procedures are applied.
	Customer & Support Services
	Alan Eastwood
	March 2006
	Complete
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