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1
PURPOSE

1.1
To submit to committee the internal audit annual report for 2007/08.

1.2 Relevance to the Council’s ambitions and priorities:

· The Council has a statutory duty to maintain an adequate and effective system of internal audit to ensure the continued efficient running of its services.

2
BACKGROUND

2.1
Internal audit ensures that good internal controls are inherent in all the Council’s systems.  All services are identified into auditable areas and then subjected to a risk assessment process looking at factors such as materiality, audit experience, assurance assessment, fraud, etc.  A risk score is then calculated for each area.

2.2
An operational audit plan is then produced to prioritise resource allocation based on the risk score.  All high-risk areas are covered annually with the medium and low risk areas covered at least twice over a three-year period.

2.3
The plan was subject to review periodically during the year to reflect the changing nature of risk within services and also the available resources within the internal audit section.

2.4
The detailed annual plan for 2007/2008 is attached as Annex 1 but in summary resources for the year were allocated as follows:

	Audit Area
	2007/08 Planned days

	Fundamental (Main) Systems

	330

	Non – Fundamental Systems
	15

	Probity and Regularity
	91

	On-going checks
	71

	Risk Management, Performance Indicators, etc.
	45

	
	552


3 2007/2008 INTERNAL AUDIT YEAR

3.1 During the past year we have assessed all of the Council’s core financial systems using a comprehensive systems based approach.  This involves comparing actual controls present within the various systems to the expected controls, in order that we can provide an assurance on the adequacy and effectiveness of those controls.  It is pleasing to report that sound and effective controls were present in all core systems.
3.2 In addition to systems work the section carry out a wide range of operational audits across all services and continue to carry out periodic checks to prevent/detect fraud and corruption e.g. salary checks, creditor payments, income monitoring etc.

4
SUMMARY OF AUDITS CARRIED OUT AND MAIN FINDINGS

4.1
Whilst it would be impractical to include details of all the audit reports and their recommendations, I have listed below some of the main findings.

4.2
Data Matching – Council Tax to Electoral Register

Checked sample of council tax payers claiming single person discount to details shown on latest copy of register of electors.  200 claimants checked – six cases referred to the Revenues and Benefits Manager for further investigations.

4.3
Car Insurances

Checked car insurance policies of those members of staff using their own vehicles on official business to ensure they had the required business use cover.  A number of  employees did not have the appropriate level of cover and were advised not to use their vehicles until such time as cover was arranged.
4.4
Claims for Training, Travel and Subsistence


Examination into the payment of travel and subsistence expenses to staff attending college courses, seminars etc.  Training policy not being adhered to in so far as formal written approval not being sought from Personnel Section for attendance on courses and seminars.  Recommendations made included:
· Details of ALL qualification training be reported to Personnel Committee.

· ALL attendance on seminars and courses must first be approved by Personnel Section.

4.5
Cash and Bank Reconciliation System

System controls were basically sound with only minor weaknesses identified.  Recommendations made included:
· A corporate document retention policy be drafted and implemented.

· A system for recording details of cheques received though the post be introduced.

4.6
Salthill Depot Stores

All aspects of stores operation were examined.  The overall operation was very good with only a number of low priority recommendations made, including:

· Details be maintained of all items ‘borrowed’ from stores on a temporary basis.

· Store manual be updated to incorporate the new procurement system now in operation.

4.7
Flexi-Time System Operation

To establish how well the system was operating and to highlight any breaches/inconsistencies.  Recommendations made included:
· Address the issue of staff taking flexi leave when not having sufficient time in credit.
· Look at the problem of staff continually carrying forward minus balances at period ends.
· Reduce the large number of core-time infringements taking place
A follow up audit on flexi-time was carried out towards the end of 2007/08 and significant progress had been made regarding flexi leave and carry forward balances.  There were still, however, a number of staff regularly clocking-in outside of core time and this has again been brought to management’s attention. 

4.8
Longridge Sports Centre

All aspects of operation at the centre were examined.  A number of recommendations were made, including:

· Vending machine stock record system be improved.
· All spillages and out of date stock items be recorded accurately to aid stock take analysis.
· Stock takes to be carried out on a timelier basis.
4.9
Payroll System

System controls were basically sound, and the quality and effectiveness of work carried out within the section was of a good standard.  Recommendations made included:
· BACS limits to be reviewed periodically to ensure they are not being exceeded.
· Up to date authorisation should be held on file for ALL deductions made from employee salaries.
4.10
Clitheroe Market

All aspects of operation at the market were examined.  Difficulties were encountered in matching up receipts to income paid in, and the market superintendent was asked to ensure that receipts are issued in all cases to cabin/stall holders for any rent paid.

5
CONCLUSION

5.1
We found that good and effective controls existed in all the Council’s main financial systems and relatively few areas of weakness were identified. Where we did come across any areas of concern or lack of control systems, these were highlighted in our reports and recommendations made for improvements.  Follow up checks are carried out to ensure any agreed recommendations have been implemented.
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Annex 1

OPERATIONAL AUDIT PLAN 2007/08
	Number of Days Available
	
	759

	Less:
	
	

	Bank Holidays/Statutory
	36
	

	Annual Leave
	61
	

	College
	60
	

	Non-Audit Duties (Insurance etc)
	50
	 207

	
	
	

	Actual Auditing Days Available
	
	552

	
	
	

	Area Of Activity
	
	Days

	Fundamental Systems
	
	

	
	
	

	General Ledger
	30
	

	Creditors
	30
	

	Debtors
	45
	

	Payroll
	45
	

	Rents
	45
	

	Council Tax
	45
	

	Housing Benefits
	45
	

	NNDR
	45
	 330

	
	
	

	
	
	

	Cash and Bank Reconciliation
	5
	

	VAT
	5
	

	Stores
	5
	  15


	AREA OF ACTIVITY
	
	Days

	Regularity Work
	
	

	
	
	

	Printing and Stationery
	2
	

	Sale of Council House
	5
	

	Car Allowances
	5
	

	Flexitime System
	10
	

	Computer Audit
	10
	

	Car Loans
	3
	

	Staff Expenses
	5
	

	Members Allowances
	5
	

	Fees and Charges
	2
	

	Renovation Grants
	5
	

	Car Parks
	5
	

	Rechargeable Works
	3
	

	Tourism
	3
	

	Longridge Sports Centre
	5
	

	Ribblesdale Pool
	5
	

	Platform Gallery
	2
	

	Museum
	2
	

	Private Drain Clearances
	2
	

	Pest Control
	2
	

	Cemetery
	2
	

	Planning Application Fees
	8
	91

	
	
	

	Ongoing Checks
	
	

	
	
	

	HB Cheque Delivery
	6
	

	HB Tenancy Verification
	2
	

	Petty Cash
	3
	

	CT/HB/Rent Checks
	15
	

	Loans and Investments
	5
	

	Income Monitoring
	5
	

	Contracts
	10
	46

	
	
	

	Contingencies
	
	

	
	
	

	Risk Management
	10
	

	Performance Indicators
	30
	

	Corporate Governance
	5
	45

	
	
	

	Total Planned Audit Work
	
	552
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