
TELFORD & WREKIN COUNCIL
AUDIT COMMITTEE 28th JUNE 2010
INTERNAL AUDIT QUARTER 4 2009/10 UPDATE REPORT
REPORT OF THE AUDIT & RISK MANAGER
1 PURPOSE

1.1 To update members on the work of Internal Audit during quarter four – January to March 2010.
2 RECOMMENDATIONS

2.1
That Members of the Audit Committee note the information in this update report.
3 SUMMARY

3.1 The Audit Committee receives a quarterly update of the work of Internal Audit. This report includes the update report for quarter four – January to March 2010.
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 
Audit Committee 3rd November 2009 - Quarter 2 2009/10 Update Report
Audit Committee 2nd February 2010 – Quarter 3 2009/10 Update Report

5 INTERNAL AUDIT – QUARTER FOUR UPDATE (JANUARY – MARCH 2010)

5.1 
This section of the report provides information on the work of Internal Audit during January to the end of March 2010 and provides an update on the progress of previous audit reports issued (April 2008 to December 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 3. The key theme during quarter 4 has been the completion of the fundamental audit areas identified by the external auditor. Completion of specific work in these areas by Internal Audit assists in keeping the external audit fees at a more acceptable level. The majority of the work in these areas was completed by end February 2010, in readiness for the External Auditors interim visit in early March.  The remainder were completed by end March 2010.
5.3 
The following appendices are attached to the report:

i) Appendix A – List of final reports issued in quarter four 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 four of 1 day or more.

iii) Appendix C - Previous graded reports from April 2008 to December 2009 with their current status. (Members should note that green reports have now been excluded from this report).
iv) Appendix D – further information on the 3 Amber reports issued this quarter.

v) Exempt paper - Appendix E – further information on the 1 red report issued this quarter.

5.4 Appendix A shows 23 final reports were issued in quarter 4. The income investigation at a school was a red report and took 17 days from contingency. The management issues report also finalised this quarter was graded yellow as many of the recommendations had already been actioned by the time the review was completed. A follow up will take place before the end of the summer term (July 2010).
5.5 The Pupil Referral Unit audit was 15% over as there were 4 areas to review and a reorganisation occurred in the area during the audit.  Although amber, management have agreed actions for the recommendations with implementation dates appropriate to the category. 
5.6 The Council Tax/NNDR additional work took longer than planned due to the collection of evidence for the external auditor and minor issues identified during the audit.
5.7 During the scoping for the Housing Benefits audit additional work was requested by the service area so the original annual plan estimate was increased from 50 days to 59.5 days. However, the additional work took longer than anticipated and one member of staff was new to this audit area which resulted in a 12% variance.
5.8 The Performance Indicator audit undertaken from May – July 2009 was graded amber but was not finalised until early 2010 due to the Council’s reorganisation particularly in the Corporate Core.  The amber rating is mainly attributable to the reorganisation and reallocation of performance management responsibilities. The revised processes are developing well and will be reviewed again as part of the 2009/10 outturn performance indicator audit, scheduled for June 2010.

5.9 The Concessionary travel review was undertaken to support the Transport Review and due to the complexities of the reconciliation process took over 50% more than the planned time.

5.10 The Jacobs review was unplanned work requested by management following issues arising from a scheme. Some of the reviews recommendations reinforce the “One Council, One Team, One Vision” of closer and more integrated working across and within services. All recommendations have been accepted by management and a follow up will be undertaken in quarter 3.
5.11 Unfortunately the estimate for the Arthog visit and systems review was significantly under. During planning the scope was extended from the previous visit which was 5 years ago and therefore the time allocation was not a proper reflection of the work required. In addition once on site additional testing was undertaken on safeguarding areas. In future we recognise that one day on site would not be sufficient to meet the agreed scope.  The balance was met from resources saved from other audit areas and a little from contingency. 
5.12 The unplanned areas identified in Appendix A were as follows:

a) Income investigation – see paragraph 5.4 and exempt Appendix E;
b) Jacobs Review – see paragraph 5.10
c) School catering investigation – management issues report (investigation reported to previous meeting)

5.13 Areas of more than 10 days in Appendix B are predominantly annual fundamental reviews i.e. Integrated Benefits, Corporate Governance and Risk Management.  Lord Silkin School has taken more than 10 days due to additional testing in respect to the imprest account and school/BSF expenditure.  The Off Street Parking Enforcement work is over 10 days due to this being a new area and the extensive testing that was required.  

5.14 From Appendix C the position on the original red/amber reports that remain amber or require highlighting to member are as follows:

	No.
	Area Audited 
	Original grade
	Revised grade
	Current position/comments

	1.
	Catering Systems -
	Amber
	Amber
	 As a result of the new reconciliation procedures introduced in September 2009 a cash discrepancy was identified at a school. An investigation was undertaken & reports issued in qtr 3 and qtr 4. Management are addressing the issues highlighted as parts of a service area review with a potential investment in infrastructure to not only address these concerns but also to improve customer service. A further review of catering processes will be carried out in July 2010.

	2.
	Business Continuity 
	Amber
	Amber
	Follow up will be undertaken in quarter 2 2010/11 as part of a full audit. This timing will coincide with planned changes to be implemented by Civil Resilience

	3.
	Safeguarding - File Audit
	Amber
	
	Follow up due February 2010 but delayed until end of April 2010 at the request of Head of Service due to external inspection taking place.

	4.
	ICT Security of Data Transfer 
	Amber
	
	Actions to be taken are part of a larger review of data handling due to new local government guidelines. To be reviewed quarter 2 & 3.

	5.
	School catering investigation
	Red
	
	Follow up to be completed by end of Summer term (July 2010)

	6.
	Confirm system
	Amber
	
	Follow up due June 2010

	7.
	Adult Residential Services
	Amber
	
	Follow up due April 2010


5.15 For item 1 Catering systems members received an update from the Head of Service at their last meeting and it is included on the Annual Governance Statement Action Plan 2009/10.

5.16 For item 2 Business Continuity members will receive an update from this HOS at their next meeting and it is included on the Annual Governance Statement Action Plan 2009/10.

5.17 All other areas are either improving or the follow ups are in progress or planned. 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.  There are no other issues to bring to the attention of the Committee. 
6
OTHER CONSIDERATIONS
	AREA
	COMMENTS

	Equal Opportunities
	All members of Audit & Risk have attended equal opportunities/ diversity training. If any such issues arose during an audit or risk review 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 or risk review.

	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.

Internal Audit annually reviews the Council’s risk management process – this was completed in quarter 4 with the report finalised in April 2010.

	Financial Implications
	There are no financial implications arising from this report. 
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. Risk management applies across all services and areas of the Council. They therefore both operate within all Council Wards. 


7
BACKGROUND PAPERS

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

FINAL REPORTS ISSUED QUARTER FOUR – JANUARY – MARCH 2010
	Audit Area
	Opinion
	Follow Up Due 
	Days allocated
	Days Taken
	Variance

	External FMSis Assessment –Crudgington Primary School


	Yellow
	July 2010
	9
	9
	0%

	External FMSis Assessment –Oakengates Children’s Centre


	Yellow
	July 2010
	9
	9.65
	7%

	External FMSis Assessment – William Reynolds Junior school
	Green
	Not applicable
	9
	8.6
	-0.4%

	Investigation into School  Income
	Red
	See Separate Management Issues Report
	0**
	17
	

	School Income investigation - Management Issues Report
	Yellow
	May 2010
	0**
	3
	

	External FMSis Assessment –- Southall Special school
	Yellow
	Sept 2010
	9
	8
	-11%

	Pupil referral Units 


	Amber
	September 2010
	20
	23
	+15%

	Sales ledger


	Yellow
	Annual review
	*
	
	HW audit

	Council Tax/NNDR (pt2)
	Yellow
	Annual 

review
	3.5
	4.5
	28%

	Purchase Ledger
	Yellow
	Annual Review
	21.5
	18.5
	-14%

	General Ledger
	Yellow
	Annual Review
	4
	3
	-25%

	Payroll/HR
	Yellow 
	Annual Review
	7
	6
	-14%

	Cash Office Civic Offices
	Yellow
	Sept 2010
	*
	
	HW audit

	Cash Collection at Darby House 2009-10
	Yellow
	Sept 2010
	*
	
	HW audit

	Housing Benefits


	Yellow
	Annual Audit
	59.5
	66.7
	+12%

	Review of SLA between T&W & CVS
	Green
	Aug 2010
	4
	4
	0%

	Performance Indicators


	Amber
	July 2010
	40
	33
	-17.5%

	Concessionary Travel


	Green
	Aug 2010
	5
	7.68
	54%

	Putting People First Governance


	Yellow
	May 2010
	6.25
	3.5
	-44%


APPENDIX A (continued)

	Audit Area
	Opinion
	Follow Up Due 
	Days allocated
	Days Taken
	Variance

	Jacobs Review


	Amber
	June 2010
	0**
	7
	n/a

	Asset Management Plan & Voids
	Yellow
	September 2010
	*
	
	HW audit

	Arthog Outdoor Recreation Centre
	Yellow
	September 2010
	9.5
	21.86
	+130%

	School catering investigation – Management Issues Report
	Yellow
	June 2010
	0**
	2
	


* = 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 4 - AREAS WHERE WORK UNDERTAKEN HAS BEEN FOR MORE THAN 1 DAY

	AUDIT AREA
	DAYS

	  Adams Grammar School
	1

	  Adult Social Services - Advice & Consultancy
	1

	  Adult Social Services - Follow Ups
	2

	  ALB Contractor Issue
	1

	  All pay
	3

	  Arthog
	4

	  Bed/Breakfast income
	9

	  Blessed Robert Johnson College
	9

	  Burton Borough FMSIS Audit
	10

	  BTI Sports and Learning Communities
	1

	  Cash Collection - Civic Offices
	1

	  Cash Collection - Licensing & Darby House
	2

	  Catering Follow Up
	3

	  CCTV in Licensing
	1

	  Cessation of the acceptance of  cash payments - advice & guidance
	4

	  Children & Young People - Advice & Consultancy
	4

	  Children & Young People - Follow Ups
	4

	  Concessionary Travel Reconciliation
	1

	  Contact Point
	1

	  Corporate Governance review
	14

	  Council Tax / NNDR
	2

	  Crudgington Primary School
	1

	  Donnington Infants School
	1

	  Email & Internet Filtering
	4

	  Ercall Wood
	8

	  Fees & Charges Review
	3

	  Financial Credit Checks
	4

	  Financial Management Standard
	10

	  FMS Project Management
	5

	  Follow Ups (General)
	2

	  Government Code of Connect
	1

	  Hadley Children's Centre
	10

	  Health & Safety - Risk Assessment Surveys
	3

	  Human Resources
	6

	  I Can 2 review
	2

	  Information Governance 
	7

	  Integrated Benefits System
	31

	  Jacobs Review
	1

	  KPMG Assistance with Fundamentals
	1

	  Lord Silkin
	13

	  LPSA Audit Checks
	1

	  Madeley LC Vending
	1

	  Main Accounting system
	3

	  Member & Officer Expenses
	8

	  Mental Health Team
	4

	  National Fraud Initiative
	2


APPENDIX B (continued)

	AUDIT AREA
	DAYS

	  Oakengates Children's Centre
	1

	  Off Street Parking Enforcement
	11

	  Performance Indicators
	1

	  Priorslee Primary School
	3

	  Pupil Referral Unit
	3

	  Purchase Ledger
	4

	  Putting People First
	1

	  Residence Order Payments
	1

	  Corporate - Advice & Consultancy
	1

	  Review for Section 151 Officer
	1

	  Review of CVS SLA
	1

	  Risk Management Audit
	13

	  Sales Ledger
	1

	  School Census
	6

	  School Funds
	2

	  Southall Special School
	6

	  Sutherland School
	10

	  Telford Ski Slope
	1

	  The Villa Care Home
	8

	  Transforming Telford - Contract and closedown
	6

	  Transport CVS
	1

	  Use Of Resources & CAA
	6

	  William Reynolds Junior School
	1

	  West Mercia Supplies Audit Committee
	1
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