
TELFORD & WREKIN COUNCIL
AUDIT COMMITTEE 2nd NOVEMBER 2010
INTERNAL AUDIT QUARTER 2 2010/11 UPDATE REPORT
REPORT OF THE AUDIT & ASSURANCE MANAGER
1 PURPOSE

1.1 To update members on the work of Internal Audit during quarter two – July – September 2010.
2 RECOMMENDATIONS

2.1 That members of the Audit Committee note the information in the quarter 2 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 two – July to September 2010.
4 PREVIOUS MINUTES

4.1
Audit Committee 30th March 2010 – Annual Internal Audit Plan 2010/11
Audit Committee 27th July 2010 – Quarter 1 Update report 2010/11
Audit Committee 21st September 2010 – Dawley Town Hall Lease Agreement Report

5 INTERNAL AUDIT – QUARTER TWO UPDATE (JULY - SEPTEMBER 2010)

5.1 
This section of the report provides information on the work of Internal Audit during July to the end of September 2010 and provides an update on the progress of previous audit reports issued (October 2008 to June 2010).
5.2 Internal Audit activity during this period has focussed on completion of the 
audits set out in the Internal Audit Plan including a couple of carry forwards from quarter 1. There has also been unplanned work during the period which is currently being concluded. 
5.3 
The following appendices are attached to the report:

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

iii) Appendix C - Previous graded reports from October 2008 to June 2010 with their current status. (Members should note that green reports have now been excluded from this report).
iv) Appendices D & E – further information on the amber reports issued this quarter (see also paragraph 5.8).

5.4 Appendix A shows 26 final reports were issued in quarter 2. 
5.5 The areas shown in this table were over their allocated time by more than +/- 5% for the reasons highlighted below:

	Area
	Variance (> +/- 5%)
	Reason

	External FMSis self assessment – Mount Gilbert School
	+33%
	This was the first time the team had used a self assessment process so time allocation was an estimate. This has been reviewed to 4.5 days for future self assessments.

	External FMSis self assessment – Randlay Primary School
	+10%
	See note above.

	External FMSis assessment – Phoenix Secondary School
	+12%
	Additional work in respect to a payment (including legal advice). There were also other weaknesses identified in the audit and the school failed the standard

	External FMSis assessment & final accounts audit – Adams Grammar School
	+14.6%
	FMSIS audit was carried out and draft report issued then final accounts work on the balance sheet provided was carried out which identified further areas of concern. Finance had also raised issues so the draft report was re-written to encompass all the findings from the audit, the final accounts audit and Finance concerns.

	Review of Allpay system


	+11.5%
	New area so estimated time allocation. The scope also include IT security aspects.

	Hadley Children’s Centre 


	+7%
	Difficulty getting response to action plan caused delay in agreement and issue of report.

	Madeley Leisure Centre


	+47%
	Scope included the follow up 2 previous reports. Also the cash analysis took longer than anticipated to complete.

	Putting People First 
	-32%
	Reduced scope due to the project timetable.

	Business Continuity / Emergency Planning
	+14%                                                                         
	Delay due to discussions over the wording of the report. Also as emergency planning has been integrated into BCP additional research was required.

	Performance Indicator Review 2009/10
	+23.6%
	Increased time due to scope of work around validating council promises and additional time in agreeing the report. Also additional work in respect to the promotion of performance management with Heads of Service.


5.6 Areas of more than 10 days in Appendix B are explained below:

a) Adams Grammar School – the FMSis work is complete but there is still some final accounts work outstanding. 

b) Council tax/NNDR – two major systems reviewed together as same system.
c) Follow ups – various follow up work to confirm implementation of recommendations and that improvements have been made.

d) Horsehay – variety of operations including income and stock systems so additional time required.

e) Review for Corporate Director – request from CFO. 

5.7 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.
	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 3 & 4.

	2.
	Confirm system
	Amber
	
	Follow up in progress

	3.
	Performance Indicators 2009/10
	Amber
	Amber
	Follow up included as part of current audit of performance indicators. This review has now been completed and remains amber. Follow up due January 2011.

	4.
	Jacobs Review
	Amber
	
	Follow up in progress.

	5.
	ICT Capacity & performance management
	Amber
	
	Follow up due in Quarter 3

	6.
	Car Parking enforcement
	Amber
	
	Follow up in progress.

	7.
	ICT Governance
	Amber
	
	Follow up due in Quarter 3


5.8 There were 10 amber reports issued during quarter 2. One in respect to Dawley Town Hall has already been reported to this Committee. Two were in respect to schools that failed the FMSis standard. Four were unplanned reviews where issues had either been identified by the team, management and/or the public. The other areas were planned work. Summaries of 7 are included in Appendix D and summaries for the remaining 2 are in Appendix E (private session). For all these areas recommendations and actions to improve have been agreed with the appropriate management. Internal Audit is confident that the agreed action will be taken and follow up dates have been set to confirm this.
5.9 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 at this time. 
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.  There is also a requirement to comply with CIPFA’s Code of Practice for Internal Audit in Local Government.  Undertaking the audits as set out in the report and providing an update to this Committee contributes towards meeting these requirements.

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.

	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 2010/11
Report by Jenny Marriott, Audit & Assurance Manager 383101 
APPENDIX A

FINAL REPORTS ISSUED QUARTER TWO – JULY – SEPTEMBER 2010
	Audit Area
	Opinion
	Follow Up Due 
	Days allocated
	Days Taken
	Variance

	External FMSis Assessment –Hadley Learning Community
	Yellow
	March 2011
	9.5
	9.3
	-2%

	External FMSis Assessment – John Randall


	Yellow
	March 2011
	8.5
	8.3
	-2%

	External FMSis Assessment – Mount Gilbert


	Green 
	N/A
	4.0
	5.33
	+33%

	External FMSis Assessment – Redhill Primary


	Yellow
	December 2010
	8.5
	8.03
	-0.5%

	External FMSis Assessment – Randlay Primary


	Green
	N/A
	4.0
	4.39
	+10%

	External FMSis Assessment – Sir Alexander Fleming
	Yellow
	December 2010
	9.5
	9.6
	+1%

	External FMSis Assessment – Phoenix Secondary School
	Amber 
	December 2010
	9.5
	10.67
	+12%

	External FMSis Assessment – Adams Grammar school
	Amber 
	January 2011
	20.5
	23.49
	+14.6%

	Direct Payments
	Amber
	March 11


	11.75
	12
	+1%

	Review of BTI grants


	Yellow
	January 2011
	*
	
	

	Review of Allpay system


	Yellow
	March 2011
	6.5
	7.25
	+11.5%

	Hadley Children’s Centre 


	Green
	N/A
	10.75
	11.5
	+7%

	Madeley Leisure Centre


	Yellow
	March 2011
	9.5
	14
	+47%


APPENDIX A (continued)

	Audit Area
	Opinion
	Follow Up Due 
	Days allocated
	Days Taken
	Variance

	Children’s Trust


	Green
	N/A
	*
	
	

	Putting People First
	Yellow
	March 2011
	9.5
	6.5
	-32%

	Review of ‘I Can 2’ Project
	Amber
	January 2011
	**
	22.25
	

	Review of Financial records at a Care Home
	Amber
	January 2011
	**
	9
	-

	Enterprise HQ
	Yellow


	Dec 2010
	**
	
	

	Business Continuity / Emergency Planning
	Yellow
	March 2011
	5.25
	6
	+14%



	Arthog Complaint Investigation 2010
	Amber
	December 2010
	**
	15.5 
	

	Protocol System Review
	Amber
	December 2010
	**
	5
	

	IT Asset Management
	Amber
	March 2011
	*
	n/a
	-

	Council Tax/NNDR
	Yellow
	September 2011
	38
	37
	-2%

	Performance Indicator Review 2009/10
	Amber
	January 2011
	16.75
	20.7
	+23.6%

	Agresso – High Level Control Checkpoint
	Yellow
	March 2011
	*
	n/a
	-

	Dawley Town Hall
	Amber
	Additional work already in progress
	**
	15
	


* = Work undertaken by Audit Partners Deloittes under ICT Audit Contract or general agreement with Haines Watts 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

	  Adams Grammar School
	16

	  Advice/Consultancy 
	8

	  Alexander Fleming Primary School
	3

	  All pay system
	4

	  Anti Fraud & Corruption Update
	1

	  Arthog
	3

	  Business Continuity & Emergency Planning
	8

	  Cash Collection - general
	1

	  Catering - Systems Development
	5

	  Charlton School
	1

	  Corporate Governance
	1

	  Council Tax / NNDR
	36

	  Dawley Town Hall
	6

	  Direct Payments
	8

	  Review into alleged Computer Misuse
	4

	  Email & Internet Filtering
	5

	  Environment & Sustainability Data Protection Issue
	4

	  Equifax/fin refs review
	1

	  External Audit Liaison Meetings
	3

	  Fees & Charges Review
	4

	  FMS Project Management
	2

	  FMSiS File prep
	4

	  FOI - Data Incident
	5

	  FOI Request - ICT Audit Tender
	2

	  Follow ups 
	10

	  Fraud & Compliance Checks
	9

	  Fraud Risk Register
	1

	  Hadley
	1

	  Horsehay
	11

	  Review of "I can 2" project
	9

	  Review for Corporate Director
	15

	  Information Governance advice & consultancy
	5

	  John Randall FMSiS
	7

	  Madeley Court Leisure Centre
	2

	  Meadows FMSiS
	3

	  Millbrook FMSiS
	1

	  Mount Gilbert FMSiS
	5

	  Muxton FMSiS
	1

	  National Fraud Initiative
	2

	  Oakengates Children's centre Follow Up
	2

	  One Telford review
	1

	  PCI Compliance
	3

	  Performance Indicators
	8

	  Phoenix FMSis
	1

	  Placements Invoice Systems
	9

	  Protocol system - review
	4

	  Putting People First
	6

	  Randlay FMSiS
	4

	  Redhill FMSiS
	7

	  Reporting To Members
	9

	  Review of Constitution including fin regs & procedures
	3


APPENDIX B (continued)

	  Audit Area
	Days

	  School Funds
	2

	  Single Status
	1

	  Sutherland School FMSis
	1

	  Transport CVS
	1

	  Travel Link Cash Collection
	1

	  Treasury Management
	9

	  Windmill FMSiS
	1
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