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1.0 SUMMARY

1.1. This report summarises the findings of internal audit work completed since the last report and gives the result of the most recent survey of management opinions of the internal audit service.

1.2. The report confirms that there is a high degree of management satisfaction with the quality of internal audit work, though there is an issue regarding the amount of work being completed when compared with the annual plan approved by members.

1.3. In general there has been good progress with issues raised in previous reports, though some areas of weakness remain to be addressed.  The Council has not yet adopted a corporate debt recovery policy, and some other recommendations from our previous reviews of sundry debtors have not yet been implemented.  The Council is at increased risk of financial loss through non recovery of debts while this issue remains unresolved.

1.4. At the time of writing, the Council had not yet submitted two of the key sets of data for inclusion in the 2006/07 National Fraud Initiative.  This could reduce the potential to identify savings and is also likely to attract criticism from Audit Scotland.

1.5. There are no other significant issues arising from recent audit work which the Chief Internal Auditor believes need to be highlighted at this stage.

2.0 RECOMMENDATIONS

2.1. Members are asked to note the report and the action being taken to address the slippage on planned work for the year.

3.0 INTERNAL AUDIT REPORTS ISSUED

3.1. The following audits have been completed since our last update:

· Social Services Payroll

· Economic Development Expenditure

· Schools Property Maintenance

· Statutory Performance Indicators

· Grant Claims (three separate certificates)

· National Fraud Initiative (data extraction and submission)

Social Services Payroll

3.2. Social Services payroll expenditure is about £8.2 million per year.  We reviewed the procedures in social Services to ensure that payments were only made to employees who were entitled to them.  We also followed up issues raised in previous Council wide reviews of payroll related expenditure.

3.3. Payments for additional hours worked by part time employees had been classified as overtime.  As overtime payments are not superannuated this could have an impact on employees’ pension entitlements.  The Service has agreed to address this as a matter of priority.

3.4. We identified a number of isolated issues such as forms being signed by someone who was not formally authorised to do this, and a small number of payments for non reimbursable expenses.  Appropriate action is being taken in all cases.  Even cumulatively these issues were not significant in terms of the Service’s overall payroll expenditure.  We noted that internal monitoring by the Service had identified some potential overpayments which were being followed up before the audit started.

3.5. Subject to appropriate action being taken in relation to the matters described in paragraph 3.3 above, we concluded that there were satisfactory controls over payroll expenditure in Social Services.

Economic Development Expenditure

3.6. Gross expenditure on economic development in 2005/06 was £434,000 of which £275,000 was recovered from other funding agencies.  In reviewing the procedures for approving and monitoring support for local businesses we took account of both the financial cost to the public purse as a whole and of the need to protect the Council and its officers from accusations of favouritism toward specific businesses.

3.7. The audit is essentially complete and our findings have been discussed with service management.  Because of sick leave within the service we have not yet formally agreed the final report but we expect to have this issued before the date of the meeting.

3.8. Shortly after the audit had started, the Performance & Audit Committee on 18 May 2006 agreed that their future programme of business would include “a report on local companies in receipt of financial assistance from the Council who have subsequently gone into liquidation.”  In discussion with the Director of Corporate Development it was agreed that we would review this as a supplement to the ongoing audit.  Our report is currently under consideration by the Budget Working Group.

Schools Property Maintenance

3.9. In 2005/06 the Council spent just under £800,000 on property repairs and maintenance in schools.  Almost 90% was funded centrally with the remainder being funded from devolved school budgets.

3.10. The Council’s own Property Contracts service carries out about 50% of the work with the remainder going out to private contractors.

3.11. There are generally satisfactory arrangements for the award and monitoring of large contracts through the Council’s Design Services team.  Some work which was funded from devolved school budgets had been awarded directly to external contractors without prior consultation with Design & Property. In a small number of cases we were unable to confirm that contractors selected by schools had complied with Construction Design & Maintenance requirements.

3.12. We have recommended that even where work is being funded from the devolved budget, Property Services should be involved in the selection of contractors and in the checking of payments.  We also noted that an intended review of the Scheme of Devolved School Management has not yet been completed.  This was identified in a previous audit report in August 2005.  The Director of Services to People has indicated that although there has been no full scale review of the scheme, individual sections have been reviewed.

Statutory Performance Indicators

3.13. At the request of External Audit we assessed the accuracy and reliability of some of the Council’s Statutory Performance Indicators.  We found one indicator on housing repair response times to be unreliable and all others to be reliable.  The scope of our work did not include underlying performance issues.

Grant Claim Certification

3.14. An increasing proportion of the Council’s gross expenditure is being met through specific grants from central government or the EU.  Often these require certification by the Chief Internal Auditor.  We have been working with Services to identify these claims in advance so that they can be scheduled into our work plans.

3.15. We have completed the necessary certification for grant claims covering community care aids and adaptations (£42,000) and public transport (£255,000).

3.16. Members will be aware that during 2005/06 the Council received about £60 million in external funding for the Stirling, Alloa and Kincardine Rail Project.  Originally it had been intended that External Audit would certify this expenditure but following discussions between the Council, KPMG and the Scottish Executive it was agreed that Internal Audit would do this.  We have completed the necessary examination as requested by the Scottish Executive and the audit certificate has been submitted.

National Fraud Initiative

3.17. Internal Audit have been co-ordinating the preparation and submission of data for the National Fraud Initiative 2006/07.  We also liaised with Services on the sending out of Fair Processing Notices where these were required to comply with the Data Protection Act.

3.18. As part of this process the Contact Centre set up a dedicated telephone number, to be answered by Internal Audit staff, for members of the public who had any queries about the notices.  We received over 200 calls, almost all from holders of concessionary travel cards.  Although most callers simply wanted more information about why they had received the letters, some were clearly upset by the wording of the letters and some were unhappy about the cost of the exercise.  Both of these points have been taken on board and we have made recommendations which if implemented will remove the need for so many individual notices to be sent out in future.  It is worth noting that Internal Audit received no calls about the Fair Processing Notices which were sent to every council house tenant as part of the regular tenants’ newsletter.

3.19. There was evidence from telephone calls and undelivered letters that some concessionary travel card holders’ details were not being kept up to date on the system.  Details have been passed to the Service.

3.20. The deadline for submission of data was 13 October 2006.  Staff in Internal Audit and in IT have undertaken additional work to validate some data and in some cases we have had to ask Services to resubmit.  As at 20 November two Services had not yet provided all the necessary data for IT to prepare for submission.  The Chief Internal Auditor has advised the Services that the submission of this data is a mandatory requirement and that failure to comply will significantly diminish the likely benefits to the Council of taking part in the NFI.

4.0 PROGRESS AGAINST ANNUAL PLAN

4.1. In order to meet Audit Scotland deadlines in relation to the SAK Railway Project audit certificate and the submission of National Fraud Initiative data, these two areas of unplanned work have been given priority in recent months.  Several planned assignments have slipped as a result and at the time of writing it appears unlikely that we will achieve our target of having audit testing completed on all planned work by the end of the financial year.

4.2. The Chief Internal Auditor is currently reviewing the annual plan for 2006/07 to decide which planned reviews can be postponed.  Before any decision is taken we will consult with Robson Rhodes, our new External Auditors, to make sure that we cover all areas where they intend to place reliance on our work.  In some areas we may be able to reduce the planned Internal Audit input by relying on work carried out by other agencies.  For example, since the annual plan was approved by members it has become clear that the detailed inspection of the Housing Service by Communities Scotland will cover much of the work Internal Audit had planned to do in this area.

4.3. Any significant changes to the approved plan will be brought to the Performance & Audit Committee for approval.

5.0 FOLLOW UP OF PREVIOUS RECOMMENDATIONS

5.1. Several of the reviews we are carrying out this year include follow up work on previously agreed recommendations.  We have also asked service managers for an update on progress with recommendations where these are not being covered in other audits.

5.2. Several recommendations have not yet been implemented from our previous review of the sundry debtors system.  In particular the Council has not yet adopted a corporate policy on the recovery of such debts.  Improvements have been made in the overall arrangements for monitoring and recovering debts but in Internal Audit’s opinion the Council is still exposed to financial loss through failure to recover some debts.

5.3. There are no other significant issues arising from the recent follow up exercise which in the opinion of the Chief internal Auditor need to be brought to members’ attention at this stage.

6.0 SURVEY OF SERVICE MANAGERS

6.1. As part of our quality assurance procedures, Internal Audit periodically issue questionnaires to managers whose services have recently been audited, inviting their views on both the way in which the audit was carried out and the usefulness to the service of the final report and recommendations.

6.2. We have recently completed an analysis of responses to questionnaires covering audits completed during the first half of 2006.  All managers who had received copies of final reports received a questionnaire but most services chose to submit a combined response.  Responses were received for half of all audits carried out.  For several others, service managers had given us their comments when replying to the draft report and did not repeat these on the questionnaires.  Comments which were submitted in this way were similar to those made using the questionnaires.

6.3. Managers were asked whether they agreed with ten statements of good practice covering such matters as agreeing the audit scope and objectives in advance, overall professional conduct of the auditors, and usefulness of the final recommendations.  Almost 60% of responses agreed strongly with these statements while 39% agreed.  Only one respondent disagreed with one of the ten statements.

6.4. Two thirds of managers gave a “very good” overall rating to Internal Audit with all of the others being “good”. There were no “poor” or “very poor” ratings.  Half of those who responded thought Internal Audit had improved in the last two years.  The others either thought there had been no change or were unable to comment, either because they had relatively recently joined the Council or because they had never previously had any experience of Internal Audit.

6.5. As described elsewhere in this report, over the last few months there have been additional unplanned demands on Internal Audit resources.  As a result the time taken to issue draft and final reports has increased beyond what we would usually consider to be reasonable, and this is likely to be reflected in the responses to the next batch of questionnaires.

7.0 CONCLUSIONS

7.1. Findings from internal audit work have generally been positive, though in some areas there are weaknesses which still need to be addressed.  Surveys of service management indicate a high degree of satisfaction with the quality of internal audit work.  Recently a number of factors have led to delays in the completion of some audits, and this also means that we are unlikely to complete the annual audit plan as originally approved by members.

8.0 SUSTAINABILITY IMPLICATIONS

8.1. None.

9.0 FINANCIAL IMPLICATIONS

9.1. The recommendations do not in themselves have any financial implications.  The Council may not achieve the full potential savings from the National Fraud Initiative if the remaining data is not submitted in the near future.

9.2. Declarations

	1. The recommendations contained within this report support or implement Corporate Priorities, Council policies and/or the Community Plan:
	Reference

	
Corporate Priorities
	N/A

	
Council Policies
	N/A

	
Community Plan
	N/A

	2. In adopting the recommendations contained in this report the Council is acting within its legal powers. 
	 MACROBUTTON UncheckIt (

	3. The full financial implications of the recommendations contained in this report are set out in the report.  This includes a reference to full life cycle costs where appropriate.
	 MACROBUTTON UncheckIt (


                                                        

Director of Corporate Development

                                                        

Head of Finance
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