APPENDIX B


TELFORD & WREKIN COUNCIL
AUDIT COMMITTEE 3rd NOVEMBER 2009
INTERNAL AUDIT UPDATE ON QUARTER TWO 2009/10 (JULY - SEPTEMBER 2009)
JOINT REPORT OF THE HEAD OF FINANCE & AUDIT and AUDIT & RISK MANAGER
1 PURPOSE

1.1 To update members on the work of Internal Audit during quarter two 2009/10 July to September 2009.

2 RECOMMENDATIONS

2.1
That Members of the Audit Committee note the update on quarter two work.

3 SUMMARY

3.1 The Audit Committee receives a quarterly update of the work of Internal Audit. This is the update report for quarter two July – September 2009.
4 PREVIOUS MINUTES

4.1 Audit Committee 31st March 2009 – Annual Audit Plan 2009/10

Audit Committee 28th July 2009 (Quarter 1 2009/10 Update Report)

5 INFORMATION – QUARTER TWO UPDATE (JULY - SEPTEMBER 2009)

5.1 
This section of the report provides information on the work of Internal Audit during July to the end of September 2009 and provides an update on the progress of previous audit reports issued (January 2008 to June 2009).
5.2 Internal Audit activity during this period has focussed on completion of the 
audits set out in the Internal Audit Plan including the few carry forwards from quarter 1.

5.3 The key work areas reviewed during the period have been Council tax/NNDR, Residential Services, Treasury Management, Internet/e-mail review, Buy Back Schemes, Service Contracts and Arthog.  
5.4 Members will note that the Treasury Management review against the Audit Commission report “Risk & Return” was presented to the last Audit Committee.  Since then the External Auditors, KPMG have used this work to update the Audit Commission on the Council’s position. The Committee should note that KPMG were able to rely on the work undertaken by Internal Audit and did not need to undertaken any additional work on site.

5.5 
The following appendices are attached to the report:

i) Appendix A – List of final reports issued in quarter two with our grading – red, amber, yellow or green. This report also includes budgeted time, actual time, percentage variance and comments. 
ii) Appendix B – List of all work undertaken for quarter two of 1 day or more.

iii) Appendix C - Previous graded reports from January 2008 to June 2009 and their current status.

iv) Appendix D – Further information from the 1 amber report issued this quarter.

5.6 Appendix A shows 20 final reports issued in quarter 2. There is only one amber report – Safeguarding – File Audit. More details on this review can be found in Appendix D.  Although there have been no issues to date in respect to adult safeguarding the review revealed concerns in respect to documentation and a lack of procedures. Internal Audit are confident that management are addressing the issues raised and that it will move to yellow at the follow up in January 2010.
5.7 The unplanned areas identified in Appendix A were as follows:

a) Wrockwardine Wood Arts College – a review of the music income and collection systems;
b) DWP System security breach – an investigation into a breach of the CIS security system in Revenues & Benefits. The outcome of which was required to be reported to the DWP;

c) Ivylands – review in ACW into the project management and communications around a housing grant provided to a private developer; and

d) Grove Care Home – review into concerns about financial records and possible impropriety. None was found.

5.8 Internal Audit is confident and it has been assured by management that controls have and will continue to improve in all areas where recommendations have been made. 
5.9 From Appendix C the position on the original red/amber reports that remain amber or require highlighting to member are as follows:

	No.
	Area & Portfolio
	Original grade
	Revised grade
	Current position/comments

	1.
	Residency Payments -C&YP
	Amber
	Yellow
	Service area approved an action plan in July 2009. Follow up audit review carried out Sept 2009. Progressing well and moved from amber to yellow. Next follow up January 2010.

	2.
	Catering Systems -C&YP
	Amber
	Amber
	Following a meeting between Internal Audit, C&YP Finance and the Head of BSF, Resources & Regeneration a number of process changes have been made to reconciliation procedures to address outstanding points from the Internal Audit Review. These should move it to yellow by the end of quarter 3 subject to verification by Internal Audit.

As a result of the new procedures a cash discrepancy has been identified at a primary school and an investigation is in progress. 

	3.
	Temporary Accommodation – ACW
	Amber
	Yellow
	Despite a further follow in September 09 a number of recommendations are still in progress so remains a yellow grading.


	No.
	Area & Portfolio
	Original grade
	Revised grade
	Current position/comments

	4.
	Uniform - ACW
	Amber
	Yellow
	Follow up currently being undertaken and update will appear at next Committee.

	5.
	Business Continuity – ACW
	Amber
	Amber
	Initial follow up undertaken Jan/Feb 2009 and further follow up completed in Sept 2009. However limited movement in the implementation of recommendations due to organisational changes so remains an amber grading.

	6.
	Oakengates Leisure Centre – Management issues – ACW 
	Amber
	Green
	A follow up visit was undertaken in qtr 4 08/09 & additional testing was carried out. This resulted in a number of further recommendations. These were followed up in Aug 2009 and now complete so grading green.

	7.
	Ice Rink  - ACW 
	Amber
	Yellow
	Follow up visit January 2009 and additional testing carried out. Report re-graded to yellow. Further follow up was done June 2009 but there are still some recommendations in progress. A further follow up is in progress.

	8.
	ICT Change Management - Res
	Amber
	Yellow
	Follow up undertaken. Outstanding actions now in place with completion dates of Dec 09.

	9.
	ICT Security of Data Transfer - Res
	Amber
	
	Follow up in progress.

	10.
	Madeley Leisure Centre – ACW
	Amber
	Green
	Follow up carried out Sept 2009. The Area Facilities Manager has worked hard to ensure that the audit recommendations have been implemented



	11.
	Moorfield School – C&YP
	Amber
	
	Follow up due November 2009.


5.10 Items 2 – Catering systems and 5 – Business Continuity should be noted by members. Revised catering procedures have been introduced and should move the grading to yellow following verification by Internal Audit in quarter 3. The revised procedures have already highlighted further issues as outlined in the table. The implementation of recommendations for Business Continuity cannot be properly implemented whilst there is uncertainty around future organisational form. This was delayed by the reduction from 5 portfolios to 4 earlier in the year, and will be delayed again by further as yet unknown organisational changes. The work remains scheduled for completion by March 2010. There has been progress on training and some areas of testing but insufficient to change the grading. 
5.11 All other areas are either improving or the follow ups are in progress or planned. There are no other issues to bring to the attention of members of the Committee. 
6
OTHER CONSIDERATIONS
	AREA
	COMMENTS

	Equal Opportunities
	All members of Audit Services have attended equal opportunities/diversity training. If any such issues arose during an audit they would be notified to the appropriate manager.

	Environmental Impact
	Such issues would be notified to the appropriate manager during or immediately following the audit.

	Legal Implications
	The Accounts and Audit Regulations 2003 (as amended) states that the Council shall maintain an adequate and effective system of internal audit of its accounting records and of its system of internal control in accordance with proper practices in relation to internal control.  Undertaking the audits as set out in the report and providing an update to this Committee contributes towards meeting that requirement.

In the event that an audit reveals an issue which requires a recommendation concerning a legal matter this can also be referred to the Council’s Legal Services Team for further advice and assistance.

  

	Links with Corporate Priorities
	The audit plan is linked to corporate priorities via the risk management process.  Where high risks are identified then Audit Services undertakes work on a more regular basis.

	Risks and Opportunities
	The role of internal audit includes a review of the controls in place to manage the risks within service areas.  The reports produced assist the Council in improving systems and controls (reducing risks) and therefore the delivery of services and achievement of objectives.

In addition Internal Audit have reviewed the Council’s risk management process during the year and concluded that it is operating effectively

	Financial Implications
	There are no financial implications arising from this report. Internal Audit is currently operating within their existing resources.
Where recommendations are made by Audit Services, if possible, cost implications are identified.

	Ward Implications
	Internal Audit is responsible for the internal audit of all the Council’s activities and at all Council locations. They therefore operate within all Council Wards. 
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BACKGROUND PAPERS

Annual Audit Plan 2009/10
Report by Jenny Marriott, Audit & Risk Manager 383101 
APPENDIX A

FINAL REPORTS ISSUED QUARTER TWO – JULY - SEPTEMBER 2009
	Portfolio 
	Audit Area
	Opinion
	Follow Due 
	Days allocated
	Days Taken
	Variance

	Children & Young People


	External FMSis Assessment – Holmer Lake Primary School
	Yellow 
	Jan 2010
	9.5
	9.4
	-1%

	
	External FMSis Assessment – Madeley nursery
	Yellow 
	Jan 2010
	9.5
	9.4
	-1%

	
	External FMSis Assessment – High Ercall primary 
	Yellow
	Jan 2010
	9.5
	8
	-15%

	
	External FMSis Assessment – Coalbrookdale & Ironbridge C of E School 
	Green
	Jan 2010
	9.5
	9.8
	+3%

	
	Wrockwardine Wood Arts College- Music Income Report
	Yellow
	March 2010
	Unplanned

0
	7
	Resources taken from contingency

	Resources 
	Geographical Information System (GIS)
	Yellow
	April 2010
	HW audit
	
	

	
	CIS Security Breach
	Green
	Part of Benefits Audit 09/10
	Unplanned

0
	6.6
	Resources taken from contingency

	
	Deloittes Recommendations
	Yellow
	April 2010
	5
	3
	-40% Still further work required in 2010/11

	
	Treasury management – Audit Commission Guidance
	Yellow
	January 2010
	5
	5
	0%

	
	Treasury management
	Yellow
	Next annual audit
	15
	15
	0%

	Environment & Regeneration


	Section 106 Agreements 
	Yellow
	June 2010
	HW audit
	
	0%

	
	Local Transport Plan
	Yellow
	May 2010
	11.5
	10.8
	-6%


APPENDIX A (continued)
	Portfolio 
	Audit Area
	Opinion
	Follow Due 
	Days allocated
	Days Taken
	Variance

	Adults & Community Wellbeing
	Ivylands


	n/a
	July 2010
	Unplanned

0
	6.5
	Resources taken from contingency

	
	Safeguarding – File Audit
	Amber
	Feb 2010
	10
	12.0
	20% - additional time due to file checking & comments requested on revised procedures

	
	Safeguarding - Operations
	Yellow
	April 2010
	12.5
	13.0
	4%

	
	Temporary Accommodation – DCLG Targets
	Yellow
	April 

2010
	4
	5
	25% - more complex than original estimates

	
	The Grove Care Home Review
	Yellow
	July

2010
	Unplanned

0
	7.9
	Resources taken from contingency

	
	One off Carers Grant
	Yellow
	April 2010
	9.75
	7.2
	26%

	ACW & CYP
	Children in transition
	Yellow
	February 2010
	HW audit
	10
	0%

	Transforming Telford
	General Ledger
	Yellow
	Ongoing
	4
	3
	-25%


* = Work undertaken by Audit Partners Haines Watts under ICT Audit Contract or general agreement for maternity cover.

** = Consultancy / investigation work taken from contingency

APPENDIX B
QUARTER 2 - AREAS WHERE WORK UNDERTAKEN HAS BEEN FOR MORE THAN 1 DAY
	Audit Area
	Days

	    Abraham Darby School
	1

	    Adults & Community Well-Being - Advice & Consultancy
	1

	    Adults & Community Well-Being - Follow Ups
	4

	    Arthog
	12

	    Single Status
	3

	    Buy Back Schemes & Service Contracts
	12

	    BTI - Sports and Learning Communities
	3

	    Cash Collection - Licensing & Darby House
	1

	    Children & Young People - Advice & Consultancy
	9

	    Children & Young People - Follow Ups
	6

	    Children In Transition
	1

	    Children’s Centre Services
	1

	    Coalbrookdale & Ironbridge Primary School
	1

	    Concessionary Travel Reconciliation
	2

	    Contact Point
	1

	    Corporate Governance
	3

	    Council Tax / NNDR
	46

	    Crudgington Primary School
	1

	    Dawley C of E Primary School
	7

	    Deloittes IT Audit Recommendations
	2

	    Direct Payments & Carers One Off Grants
	3

	    Environment & Regeneration - Advice & Consultancy
	1

	    Environment & Regeneration - Follow Ups
	1

	    Equalities Work
	8

	    Fees & Charges Review
	3

	    Fraud Response Plan, Risk Register & Compliance Checks
	2

	    High Ercall Primary School
	1

	    Holmer Lake Primary School
	1

	    Human Resources
	1

	    Integrated Benefits System
	4

	    Internet & Email Internal Audit review
	13

	    LPSA Audit Checks
	5

	    Lawley Primary School
	1

	    Local Transport Plan
	5

	    Madeley Court Leisure Centre
	2

	    Madeley Nursery
	1

	    Officer Expenses
	4

	    Mental Health Team
	3

	    Moorfield Primary School
	1

	    National Fraud Initiative
	5

	    Oakengates Leisure Centre
	4

	    Off Street Parking Enforcement
	3


APPENDIX B (continued)

	    Performance Indicators
	5

	    Postal Charges
	3

	    Pupil Referral Unit
	4

	    Purchase Ledger
	1

	    Putting People First
	1

	    Queenswood Primary School
	1

	    Residential Services
	29

	    Resources - Advice & Consultancy
	6

	    Resources - Follow Ups
	2

	    Review Of Additional Hours
	7

	    Review Of CVS SLA
	2

	    Environmental Maintenance System
	8

	    Safeguarding Adults
	8

	    Section 106 Agreements
	1

	    Southall Special School
	1

	    Gifts & Hospitality
	1

	    Temporary Accommodation
	3

	    Transforming Telford - Contract
	9

	    Treasury Management
	19

	    Uniform
	3

	    Wellington Civic Leisure Centre
	3

	    Wheelie Bin Contract
	6

	    Wrockwardine Wood Infants School
	1

	    Business Continuity Plan Assurance for Audit Committee
	1

	    CIS Security Breach
	1

	    Incident Review 
	7

	    Priorslee Primary School
	1

	    Review For Section 151 Officer
	2

	    Trading Standards Email and Internet
	1

	    Transport Services Review & CVS
	3

	    Wrockwardine Wood Technology College
	7

	
	

	    Email & Internet Filtering report review
	7

	    External Audit Liaison Meetings
	3

	    External IT Audit, Contract Management & Procurement
	3

	    Financial Credit Checks
	2

	    Member & Team Leader Training
	1

	    Reporting To Members
	7

	    Training - External
	6

	    Training - Internal
	5
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