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1 Executive Summary

Introduction

The Council is required to have arrangements in place for ensuring propriety, regularity and Best Value in the stewardship of public funds.  It is the responsibility of management to ensure that adequate internal controls are in place which:

· ensure that resources are applied to the activities intended;

· deter fraud and irregularity; and

· ensure the most effective use of resources.
As part of our 2006-07 audit, we have reviewed the adequacy of the Council’s internal control framework in the following areas:

· arrangements for effective governance and stewardship; and

· the operation and effectiveness of key controls over financial systems.

Key findings

We found that the Council’s systems of internal financial control and governance arrangements are generally operating adequately, however, the lack of effective reconciliation procedures between the Council's ledger and subsidiary systems (for example, the rents, housing benefits and non-domestic rates systems) represents a material weakness in internal control arrangements.

The Council should take steps to update its financial, risk and performance management systems to better support its commitment to best value, the role of the scrutiny committee and the development of baseline information from which to measure performance improvement.

The Council should develop both the role of the scrutiny committee and the framework which supports it.  In particular, the Council should put arrangements in place to support an annual Statement on Internal Control, including improved risk management arrangements and more tailored training for scrutiny committee members.
The Council has developed a risk register that incorporates key risks at a strategic corporate level.  The Council's risk management arrangements have not been reviewed for some time and risk registers have not been developed at an operational level.  As a result, risk management is not embedded into everyday management activity.

The Council has made limited progress in implementing the recommendations made in Audit Scotland’s Following the Public Pound report (published in March 2004) and has yet to produce a formal action plan in response.  This means that the Council does not yet have reliable information on the bodies it funds or on whether these bodies have used public funds for the purposes intended.

We found that the Council has not prioritised participation in the National Fraud Initiative (NFI) since its introduction and identified savings of only £67 (the lowest level of savings reported of any council in Scotland) in 2005-06 and £4,000 in 2006-07.  In our view, the Council should take action to understand why this outcome has occurred and develop its arrangements for its future participation in NFI.

The Way Forward

The findings and recommendations from our review are summarised in an Action Plan (Appendix A) which accompanies this report.  The Action Plan has been agreed with management and incorporates the management response to audit recommendations.

The report includes some specific recommendations to strengthen internal controls.  It is the responsibility of management to decide the extent of the internal control system appropriate to the Council.

Status of our Report

This report is part of a continuing dialogue between the Council and Grant Thornton UK LLP and is not, therefore, intended to cover every matter which came to our attention.  Our procedures are designed to support our audit opinion and they cannot be expected to identify all weaknesses or inefficiencies in the Council’s systems and work practices.

The report is not intended for use by third parties and we do not accept responsibility for any reliance that third parties may place on.
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2 Core Financial Systems

Introduction

We reviewed the Council’s systems of internal control in relation to the following core financial systems:

· financial management and budgetary control;

· general ledger;

· housing and council tax benefits;

· fixed assets register; 

· payroll;

· treasury management; and 

· creditor payments. 

We identified in our planning document that we would be placing reliance on the work of internal audit for the remaining key systems.

Financial Management and Budgetary Control

For the year ending 31 March 2007, the Council’s revenue budget was £90.5 million. This was funded from central government support (£69.7 million) and council tax (£20.1 million).  The remainder was financed from reserves.  The Budget Working Group, chaired by the Head of Finance, is a member/officer working group which discusses budget issues during the year.  

Our review covered:

· the process for determining and approving the annual budget;

· the quality and frequency of budget monitoring reports;

· the process for authorising and actioning budget virements; and

· controls over access to the budgeting system.

We found that budget monitoring reports provide generally clear and concise guidance for preparing and understanding the financial information presented.  The reports include expected year end outturn figures and give detailed narrative explanations for identified variances.

The Council's revenue budget is, however, largely prepared on a historical basis uplifted for inflation with some account taken of major changes in service provision where they occur, and has not emerged from a more fundamental review of service needs and relative priorities.

Refer action plan point 1

In common with other authorities, the Council is facing significant financial pressures and will need to develop its financial management systems to:

· better align the budget to corporate priorities;

· develop the linkage between financial and performance management, including use of benchmarking and unit costs; and

· build efficiency savings into the budget management, monitoring and reporting arrangements.
Refer action plan points 2 & 3

The Council's financial regulations incorporate authorisation procedures for budget virements.  Our review of budget virements during the year highlighted one instance where a budget virement of some £50,000 was not submitted for approval to the former Performance and Audit Committee, as required by the financial regulations.

Refer action plan point 4

General Ledger

The Council uses the 'Strategix' accounting system for its general ledger and associated sub ledgers. The systems accountant acts as the systems administrator and is responsible for setting user access rights and maintaining the chart of accounts.  User access rights are set to maintain a degree of segregation of duties in key financial systems.

Our review covered the following key controls:

· written procedural instructions are made available to staff covering the operation of the system;

· requests to grant new user access rights are authorised;

· leavers are removed from the system on a timely basis;

· all journals are authorised by staff at accountant level or higher;

· there is segregation of duty in the preparation and authorisation of journals; and

· all journals have a unique reference number, and are filed with supporting documentation.

We found that the Strategix system, whilst adequate, is now outdated and unable to produce adequate unit cost and financial performance information to fully meet the demands of the Council's performance and best value agenda.  In addition, the ledger is unable to integrate with a number of the Council's other financial system, leading to additional workload for staff in inputting data and preparing reconciliations.

Refer action plan point 5
Our review highlighted one minor potential improvement in the allocation of system administrative resources, by allowing the corporate finance officer to add and change users.  At the moment, all changes must be made by the systems accountant.

Refer action plan point 6
Housing and Council Tax Benefits

The Council has responsibility for administering the housing and council tax benefit system on behalf of the Department for Work and Pensions (DWP). An annual subsidy is paid by DWP to cover housing and council tax benefits paid by the Council to claimants.

The Council is required to maintain appropriate controls to ensure that the system is designed and operating effectively. The benefits manager is responsible for overseeing the administration of the system on a day to day basis.

Our review covered the following key controls:

· written procedural instructions are made available to staff covering the housing and council tax benefit system;

· awards are processed only on receipt of a properly completed claim form with appropriate supporting documentation;

· the system is designed to detect a duplicate claim or duplicate credit to a tenant’s or taxpayer’s account;

· the assessment and input of claims is checked independently of the processing clerk, at least on a sample basis and reviewed by management;

· benefit calculations are performed automatically by the system.  Manual calculations, if required, are double checked;

· sample checks are undertaken to confirm the accuracy of the annual up-rating exercise; and

· reconciliations between the benefit system, council tax system, housing rents system and the general ledger are completed on a regular basis.

The Council uses the Oracle Anite system for housing benefit claims and has recently introduced an IDOX image management system to help prevent duplicate claims.  We found that the majority of expected controls over the housing and council benefit system are in place and operating effectively, however, formal reconciliations between the housing benefits system and the general ledger are not undertaken.

Refer action plan point 7
Fixed Assets Register

The Council is responsible for the management of a substantial portfolio of assets with a net book value of some £275 million including land, buildings, council dwellings and vehicles.  Effective control over assets and capital expenditure is essential to ensure that the Council secures best value in the use of its assets.  

Our review covered the following key controls:

· a detailed capital programme is in place against which any variations are monitored and assessed;

· a fixed asset register is in place to monitor asset additions and disposals and assets by location or department;

· depreciation calculations are performed regularly and reconciled to budget;

· periodic reconciliation of the fixed asset register to the nominal ledger; and

· a formal process is in place for the disposal of assets.

We found that the majority of expected controls over fixed assets are in place, or that the Council operates compensating controls.  A Council Asset Management Planning Group (CAMP) is in place to monitor assets, which includes the Head of Finance and the Property/Asset Managers from each Directorate.  Detailed information is maintained on all Council assets and CAMP consider all proposals for capital spend and ranks them in order of priority.

There is, however, no formal fixed asset register in place and Excel spreadsheets are used to track assets and calculate depreciation at the financial year-end.  This approach increases the risk of error in recording and reporting fixed asset information.

In addition, there is currently no formal programme to physically verify fixed assets (although some compensating controls are in place) and there is currently no formal protocol in place for the IT department to notify the Finance department when IT equipment is disposed of.  This increases the risk of error in reporting the Council's fixed assets in its financial statements.

Refer action plan points 8 - 10
Payroll

The Council’s payroll section is responsible for adding and deleting personnel from the payroll, processing payroll amendments, running the payroll and reviewing exception reports. The Council use the Delphi Millennium payroll package.  A smart card interface is used to authorise payments, to ensure there is a record of all user activity.    

Our review covered the following key controls for the payroll system:

· starter, leaver and change forms are properly controlled and authorised before payroll data is changed;

· segregation of duties appropriately in place between authorisation of posts, input to payroll system and authorisation of payroll payment;

· payroll costs are reconciled to the general ledger on a regular basis, with evidence of timely completion and review; and

· exception reports on each payroll run are produced and reviewed.

We found that the majority of the controls over the payroll system are in place and operating effectively.  There is, however, no direct interface between the payroll system and the general ledger.  Journals are posted to the ledger following each payroll run and an ongoing reconciliation between the two systems is maintained.   We noted that although reconciliations are carried out regularly and timeously, they are not reviewed or authorised.  

Refer action plan point 11
An exception report is prepared following each payroll run which highlights any negative payments or large changes in individual pay.  We noted that payroll staff do not regularly sign or date the exception reports as evidence of the checks performed. 

Refer action plan point 12
Treasury Management

The Council’s treasury management system is designed to ensure that the Council has sufficient cash on a day to day basis to support its revenue and capital programmes, while ensuring that excess cash is invested to optimise returns.  The Council is expected to maintain appropriate key controls to ensure that the system is designed and operating effectively.  The Payments Manager is responsible for overseeing the administration of the system.  

Our review covered the following key controls:

· the Council has nominated an officer to make deals on its behalf, who acts within agreed parameters as laid out by a clear treasury management strategy;

· monitoring procedures to ensure that that the strategy is adhered to;

· checks for accuracy and appropriate authorisation when making payments;

· access to accounts being restricted to essential users;

· a treasury management policy identifying acceptable levels of debt and suitable counterparties; and

· monthly reconciliations are undertaken between the treasury accounts and the general ledger.

We found that the majority of the controls over the treasury management system are in place and operating effectively.  However, we found that the monthly reconciliations between the treasury accounts and the general ledger were not signed or dated by the preparer or reviewer to demonstrate clear segregation of duties. 

Refer action plan point 13
CIPFA guidance recommends that Council's adopt a list of counterparties that they will deal with and how much they will invest with each, based on a number of factors including the credit rating.  We noted one occasion where an investment exceeded agreed counterparty limits.  There may be scope to redesign daily cash flow forms to prevent this from happening in the future. 

Refer action plan point 14
Creditor Payments

Our review covered the following key controls:

· all purchases should be authorised by personnel who are independent of the payment or receipt of goods, in line with the Council's scheme of delegation;

· requisitions should be authorised by appropriate personnel before orders are made;

· requisition pads, order notes and chequebooks should be treated as controlled secure stationery;

· all invoices should be checked to ensure accuracy and delivery of goods before payment is authorised;

· records should be kept of all procurements and spending should be reviewed against budget on a regular basis;

· a clear audit trail should be in place so that every purchase can be matched to a request, an order, a goods received note and an invoice;

· an aggregated creditor account should be accessible centrally so that spending can be monitored and reported;

· the age of credit should be monitored to ensure that outstanding debts are fairly stated;

· to promote value for money, purchasing should be co-ordinated between departments/councils where possible; and

· the payments system should be secure and facilitate segregation of duties so that unauthorised personnel cannot make orders or authorise payments.

We found that the majority of controls over the creditor payments system are in place and operating effectively.  However, at the time of our audit, there were no formal guidelines in place for writing off bad debts (although a policy statement is available in draft form).

The key control currently in use over the purchase system is the authorised signatory listing, however, our audit testing highlighted that the authorised signatory list for daily payment vouchers and invoice payments has not been fully updated to reflect all staff who are required to authorise payments.  Our testing identified one instance where a signatory breached his authorised spending limit. 

Refer action plan points 15 - 17
3 Governance Arrangements 

Introduction 

Audit Scotland’s Code of Audit Practice (the Code) states that: “public bodies and those responsible for the conduct of their affairs require to establish and maintain proper arrangements for the governance of their affairs and the stewardship of resources at their disposal”.  During our interim audit, we reviewed the governance arrangements in place at the Council with regards to the following areas:

· Political governance;

· Risk management;

· Community planning and partnership working;

· Fraud and irregularity.

We have used Audit Scotland’s Priorities and Risk Framework 2006-07 and other relevant guidance as a basis of our review.  Our work involved discussions with key staff and review of supporting documentation as appropriate.

Political Governance

Local government elections took place throughout Scotland on 3 May 2007.  This was the first election to be conducted under a system of proportional representation using the single transferable vote method introduced by the Local Governance (Scotland) Act 2004.  This will be a significant change for the Council as it moves from 18 single member wards to five multi member wards (2 three member wards and 3 four member wards). 

The 2004 Act also amended the regulations governing remuneration for members and the Scottish Local Authorities Remuneration Committee has recommended that all councils develop role profiles and competency frameworks for members.  The Improvement Service has also recently published a General Competency Framework for Councillors.  

We found the Council's revised political management arrangements to be satisfactory.  The Council has developed and implemented a comprehensive induction programme for new and returning members to provide training across a range of issues including:  dealing with the media, the Councillors’ Code of Conduct and partnership working as well as introductions to each of the service areas.  The sessions were generally well attended by members, and evaluation of the training suggests that members found the process useful.  Role profiles/job descriptions for members have been prepared and were presented to the first full Council meeting following the summer recess.

Following the induction training, a training needs assessment was prepared for each elected member.  A self-assessment questionnaire has been prepared for members based on the eight competencies identified by the Improvement Service.  This will be followed up by a one-to-one meeting with each elected member to inform individual Member Action Plans.

The Council has not yet, however, formalised its arrangements for assessing the performance of individual members against the competency framework.

Refer action plan point 18

In line with good practice, a member of the opposition party now chairs the scrutiny committee.  At the time of our review, the committee had met only once and it was, therefore, too early to make a full assessment of the effectiveness of the new arrangements.  We found some scope, however, for the Council to further develop the role of the scrutiny committee, and the framework which supports it, in the following key areas:

· clearer guidelines outlining the key information sources available to the committee and the reporting cycle;

· greater clarity around the scrutiny committee's role in reviewing the Council's financial statements and statement on internal financial control;

· arrangements to support an annual Statement on Internal Control supported by improved risk management and internal audit arrangements;

· greater clarity around how the committee should report its work to the Council;

· arrangements to track the Council's progress in implementing agreed recommendations from internal and external audit, inspectorates and others.

The Council must also ensure that the training needs assessment addresses any specific training requirements to allow scrutiny committee members to fulfil their role as effectively as possible. 

Refer action plan points 19 & 20
Risk Management

One of the key roles for an audit committee is to review the Council’s arrangements for identifying and managing risks.  The risk management process involves the systematic identification and management of risks affecting the Council, highlighting where action is required and where performance needs to improve.  Effective risk management arrangements form an important element of the Council's framework of internal control and supports the audit committee in its scrutiny role. 

The Council has established a Risk Management Group, which reviews and updates the risk management policy and risk register.  Risk management training has also recently been provided to ‘risk champions’ within each Council service and is planned to be rolled out to Heads of Service to help services better identify risks.  

The Council has developed a risk register that incorporates key risks at a strategic corporate level.  The Council's risk management arrangements have not been reviewed for some time and risk registers have not been developed at an operational level.  As a result, risk management is not embedded into everyday management activity.  We also found that the Council's risk register does not currently address the risk of fraud.
Refer action plan points 21 & 22

Community Planning and Partnership Working

Community planning is the process through which public sector organisations work together and with local communities, the business and voluntary sectors, to identify and solve local problems, improve services and share resources. The Local Government Scotland Act 2003 provides the statutory basis for community planning. It requires councils to initiate and facilitate the community planning process, and for NHS boards, enterprise companies, the police and the fire and rescue service to participate. 

Our review considered progress the Council has made in implementing a comprehensive community plan and in implementing the recommendations made in Audit Scotland’s national report on community planning. 

Clackmannanshire Council has a long history of partnership working.  The Clackmannanshire Alliance, now the Community Planning Partnership, predates community planning legislation.  The Alliance includes representation from NHS Forth Valley, Scottish Enterprise, Central Scotland Police, Central Scotland Fire and Rescue Services and Forth Valley College, along with community and voluntary sector representatives.  There are four theme groups, covering each of the Partnership priorities:

· Health (Community Health Partnership);

· Community Safety Partnership;

· Economic Development Theme Team; and 

· Environment Theme Team.

Each of the sub-groups is chaired by a different Partner and works to an Action Plan.  An officer-led Executive Group maintains a high level overview of the sub-groups and ensures that action plans are progressing as expected.  A recent away day helped the Executive Group to identify cross-cutting issues across the partnership.  In common with other Community Planning Partnerships, these include better arrangements for performance management and for monitoring equalities issues.  

A Community Plan has been produced covering 2006-2009 and annual updates on progress are provided on the website.  The Alliance has recently asked the Executive Group to review the community planning arrangements to ensure that they are operating as effectively as possible.  The development of baseline performance information from which to measure outcomes in the future represents a key areas of improvement for existing partnership working arrangements.

Refer action plan point 23

Following the Public Pound

Community planning arrangements and higher levels of partnership working can create ambiguity about lines of accountability.  In such a complex environment, the Code of Practice on 'Following the Public Pound' will become increasingly relevant to councils. 

The Council has made limited progress in implementing the recommendations within Audit Scotland’s Following the Public Pound report (issued in March 2004) and has yet to produce an action plan in response.  This means that the Council does not yet have reliable information on the bodies it funds or on whether these bodies have used public funds for the purposes intended.  The need for the Council to implement the 'Following the Public Pound' Code is more significant following the move to greater reliance on partnership working.

Refer action plan point 24

Fraud and Irregularity

Good governance requires the Council to have in place arrangements to prevent and detect fraud and other irregularity.  This involves:

· developing and implementing strategies to prevent and detect fraud and irregularity; and to investigate any incidences detected or reported; 

· a code of conduct to state the responsibilities of members and staff with regards to their legal and ethical obligations and responsibilities;

· a register of interests, gifts and hospitality for members and staff; and

· a whistleblowing policy in line with the Public Interest Disclosure Act 1998.

We found that the Council's fraud and corruption arrangements were operating satisfactorily.  The Council has an anti-fraud strategy in place as part of the Financial Regulations, which details the procedures in place to detect and prevent fraud and corruption.  Whistleblowing arrangements are in place and are detailed in the staff handbook to ensure all staff have access to the guidelines.  

The code of conduct for members is based on the Code of Conduct for Councillors as drafted by the Standards Commission for Scotland.  Copies of the code are made available to all new members, and a training session on the Code of Conduct was included in the recent induction programme for members.  A separate code of conduct exists for staff. Both codes incorporate the Nolan principles of standards in public life.  

The Council also maintains a register of interests for members. The register is updated on a regular basis, and copies are made available to the public on the Council’s website.

The Council is participating in the National Fraud Initiative (NFI) which is a nationwide data matching exercise run jointly by Audit Scotland and the Audit Commission.  The NFI was initially rolled out in Scotland as part of the 2004/05 audits, principally the audits of councils and police and fire boards.  The 2004-05 exercise was a major success and identified £15.1 million of fraud, overpayments and forward savings.

The exercise has been expanded for the 2006-07 NFI by the inclusion of more datasets and a wider range of audited bodies.  The role of external audit in NFI is to review the Council’s progress in pursuing potential frauds highlighted by the data matching exercise.  We have also assessed the adequacy of the Council's arrangements for implementing NFI.

We found that the Council has not prioritised participation in the NFI since its introduction and identified savings of only £67 (the lowest level of savings reported of any council in Scotland) in 2005-06 and £4,000 in 2006-07.  In our view, the Council should take action to understand why this outcome has occurred and develop its arrangements for its future participation in NFI in the following key areas:

· clear allocation of responsibility for managing the Council's participation in NFI;

· development of agreed arrangements for co-ordinating NFI activity;

· development of a timetable to meet NFI deadlines for submitting information and assessing, and prioritising data matches for follow up; and

· further development of arrangements for reporting and publicising the Council's participation in NFI and of associated outcomes, including savings achieved.

Refer action plan point 25

Appendix A – Action Plan

	No
	Finding
	Risk
	Recommendation
	Management Response
	Implementation date

	Financial management and budgetary control

	1
	The Council's revenue budget is largely prepared on a historical basis and has not emerged from a more fundamental review of service needs and relative priorities.
	Medium
	The Council should consider undertaking a zero-based approach to develop its budget at the next available opportunity.
	Disagreed.  The Council did consider the process of zero based budgeting some years ago, but then as now does not have the time and resources available to conduct such an exercise.
	N/A

	2
	The Council should better align its budget to corporate priorities and develop the linkage between financial and performance management, including use of benchmarking and unit costs.
	Medium
	The Council's budgets should be better aligned with corporate priorities.  The Council should explore ways of developing the link between performance and financial management including, for example, developing external and internal benchmarking and unit cost information.
	Agreed. The Council’s Corporate Priorities are under review and once established should enable this link to be made.
	April 2009

	3
	The Council has not yet formally built efficiency savings into its budget management, monitoring and reporting arrangements.
	Medium
	The Council should build planned efficiency savings into its budget management, monitoring and reporting arrangements.
	Agreed.  This process is developing around the Efficiency return that each Council is required to submit to the Scottish Executive on an annual basis.
	April 2008

	4
	Our review of budget virements during the year highlighted one instance where a budget virement of some £50,000 was not submitted for approval to the Performance and Audit Committee, as required by the financial regulations.
	Medium
	The Council should ensure that budget virements over £30,000 receive Scrutiny Committee approval, in line with the financial regulations. 
	Agreed.  Financial regulations will also be updated before the end of the year.
	Dec. 2007


	No
	Finding
	Risk
	Recommendation
	Management Response
	Implementation date

	General Ledger

	5
	The Strategix system is now some years old and unable to produce adequate unit cost and financial performance information to fully meet the demands of the Council's performance and best value agenda.  In addition, the ledger is unable to integrate with a number of the Council's other financial systems leading to additional workload for staff in inputting data and preparing reconciliations.
	Medium
	The Council should evaluate the adequacy of its general ledger system for meeting the business needs of the organisation. 
	Agreed.  Due to cost, this is not a priority on a stand alone basis, but will be reviewed as part of a shared service/joint working initiative.
	Sept 2008

	6
	The process of amending and adding users to the general ledger creates resource constraints for the systems accountant. 
	Low
	The Council should consider extending authorisation to amend users on the General Ledger to the Corporate Finance Officer. 
	Agreed.
	March 2008

	Housing and council tax benefits

	7
	Although compensating controls are in place, a direct reconciliation between the housing benefit system and the general ledger is not regularly produced.
	High
	The Council should ensure that formal reconciliations are carried out between the housing benefit system and the general ledger on a regular basis.
	Agreed.
	March 2008

	Fixed Asset Register 

	8
	The Council does not have a fixed asset register and relies instead on Excel spreadsheets to track assets and calculate depreciation at the financial year end.  This approach increases the risk of error in recording and reporting fixed asset information.
	High
	The Council should ensure that a fixed asset register is in place as soon as possible.  
	Agreed in principal, but the Council did try to procure a single system which would satisfy Finance, Legal and Property Services’ needs, but could not find an appropriate product.
	

	9
	The Council does not have a programme of physical verification of fixed assets in place.
	Low
	The Council should establish a programme for the physical verification of fixed assets (potentially linked to the existing valuation programme).
	Disagreed.  This is recognised as a low risk, and we do verify the main assets (buildings and vehicles)  on a regular basis.
	


	No
	Finding
	Risk
	Recommendation
	Management Response
	Implementation date

	10
	There is no formal protocol in place for the IT department to notify the finance department of disposals of IT equipment.
	Low
	The IT department should establish a protocol to notify the finance department when assets are disposed of. 
	Agreed.
	March 2008

	Payroll system

	11
	An ongoing reconciliation is maintained between the payroll system and the general ledger, but there is no evidence that an independent person reviews the reconciliations. 
	Low
	Reconciliations between the payroll system and the general ledger should be signed as reviewed. 
	Agreed.
	December 2007

	12
	Payroll staff do not regularly sign or date exception reports as evidence of the checks performed.
	Low
	Staff should sign and date exception reports to provide evidence of the checks performed.
	Agreed.
	September 2007

	Treasury Management

	13
	Monthly reconciliations are prepared between the treasury accounts and the general ledger, but these are not signed as prepared. 
	Low
	Monthly reconciliations between treasury accounts and the general ledger should be signed as prepared.  
	Agreed.
	September 2007

	14
	We found one occasion where an investment exceeded agreed counterparty limits.  
	Medium
	The Council should consider amending daily cash flow forms to ensure that counterparty limits are not breached.  
	Agreed.
	September 2007

	Creditor Payments

	15
	At the time of our audit, there were no guidelines in place for writing off bad debts, although a policy statement is available in draft form.  
	Medium
	The Council should formalise its policy for writing off bad debts.
	Agreed.  There is a draft Corporate Debt Policy being progressed.
	December 2007

	16
	The Council has a list of authorised signatures for payments, but one member of staff required to sign is not yet on the list.  
	Low
	The Council should ensure that the authorised signatory listing for daily payment vouchers and invoice payments is updated to reflect staff requirements. 
	Agreed.


	December 2007

	17
	We noted one instance where an authorised signatory signed for a payment above his spending limit. 
	Low
	Staff checking authorisation for payments must ensure that signatories do not approve invoices above their authorised limit. 
	Agreed.
	September 2007


	No
	Finding
	Risk
	Recommendation
	Management Response
	Implementation date

	Political Governance

	18
	The Council has not yet formalised its arrangements for assessing the performance of individual members against the competency framework.
	Low
	The Council should formalise its arrangements for assessing the performance of individual members against the competency framework.
	Agreed.
	November 2007

	19
	There is scope for the Council to further develop both the role of the scrutiny committee and the framework which supports it.  
	Medium
	The Council should further develop both the role of the scrutiny committee in the following key areas:

· clearer guidelines outlining the key information sources available to the committee and the reporting cycle;

· greater clarity around the scrutiny committee's role in reviewing the Council's financial statements and statement on internal financial control;

· arrangements to support an annual Statement on Internal Control supported by improved risk management and internal audit arrangements;

· greater clarity around how the committee should report its work to the Council; and 

· arrangements to track the Council's progress in implementing agreed recommendations from internal and external audit and others.
	Agreed.
	November 2007

	20
	The majority of members on the scrutiny committee did not have experience on the Performance and Audit Committee.  Training to members has not been specifically tailored to address scrutiny issues.
	Medium 
	The Council should ensure that scrutiny committee members receive tailored training and support in their role.  
	Agreed.  Training was provided in August.
	November 2007


	No
	Finding
	Risk
	Recommendation
	Management Response
	Implementation date

	Risk Management

	21
	Risk management is not embedded in everyday management activity and risk registers have not been developed at an operational level.
	Medium
	The Council should develop its risk management arrangements as an effective operational management tool.  The 'strategic risk register' should be extended to cover both strategic and operational risks for each service.
	Agreed. The Council has recently provided a two day risk management training course to a range of officers across the Council.  There is a parallel 1/2 day course currently being run during September for senior managers.   A paper outlining the updated Risk Management Approach was agreed by our Corporate Management Team on 10th September 2007.  Briefings for Elected Members are planned for Oct 2007.  Updated service level risks (operational) will be identified by Service Management Teams, planned for Nov 07 - Jan 08.  Corporate Risks will then be updated and analysed, planned for early next year.
	April 2008

	22
	Risk registers do not currently address the risk of fraud. 
	Medium
	Risk registers should include the risk of fraud.  
	Agreed, but only insofar as fraud is identified as a risk by service managers.
	April 2008

	Community Planning and Partnership Working

	23
	The Council has not yet established baseline performance information from which to measure outcomes from community planning partnership initiatives in the future.
	High
	The Council should take action to develop performance baseline information to measure and monitor performance improvements from community planning and other initiatives.
	Agreed.  The Council is moving to develop this baseline information as shown in the paper to the Clackmannanshire Alliance in March 2007.
	April 2008

	Following the public pound

	24
	The Council has made limited progress in implementing the recommendations within Audit Scotland’s Following the Public Pound report (issued in March 2004) and has yet to produce an action plan in response.
	High
	The Council should formalise its action plan response to Audit Scotland's 2005 report on Following the Public Pound.
	Agreed.
	November 2007


	No
	Finding
	Risk
	Recommendation
	Management Response
	Implementation date

	National Fraud Initiative (NFI)

	25
	We found that the Council has not prioritised participation in the National Fraud Initiative (NFI) since its introduction and identified savings of only £67 (the lowest level of savings reported of any council in Scotland) in 2005-06 and £4,000 in 2006-07.
	Medium
	The Council should develop its arrangements for future participation in NFI in the in the following key areas:

· clear allocation of responsibility for managing the Council's participation in NFI;

· development of agreed arrangements for co-ordinating NFI activity;

· development of a timetable for meeting NFI deadlines for submitting information, and assessing and prioritising data matches for follow up; and

· further development of arrangements for reporting and publicising the Council's participation in NFI and of associated outcomes, including savings achieved.


	Agreed in principle, although the following comments are offered as context.  As a value for money exercise for this Council, it does not provide adequate cost benefit returns.  The NFI does not detect fraud, it merely highlights situations where fraud may have occurred.  

Clackmannanshire does not manage a pension fund (a significant source of recoverable overpayments).  As such it is to be expected that we should experience a low incidence of fraud in comparison to other councils.

Many of the matches found in 2006 were false positives, due in part to the nature of the data being matched and to the way data fields are used in the Council’s systems.  For example, four identical quarterly grants, described in the same terms in the narrative field will be highlighted as three potential duplicate payments.  There are issues with data which should match but doesn’t, and the matching rules on VAT are poorly constructed, resulting in a huge number of false mismatches.

Approximately 8-10 weeks of audit time are spent on the NFI in each matching cycle.

Not all NFI reports are aimed at monetary issues.  We did find an illegal immigrant with a council house.
	June 2008
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