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1.0 SUMMARY

1.1. This report provides an update on internal audit staffing.

1.2. The report also summarises the findings of internal audit work completed since the last report, and shows work currently underway or at the planning stage.
1.3. Also included with this report is a graphical and tabular summary of progress for implementation of Internal Audit recommendations.

1.4. There are no other significant issues arising from recent audit work which need to be highlighted at this stage.

2.0 RECOMMENDATIONS

2.1. Members are asked to note the report and provide initial feedback on future audit coverage.

3.0 INTERNAL AUDIT STAFFING
3.1. The internal audit function comprises four operational staff.

3.2. The Chief Internal Auditor has now retired from his employment with the Council.
3.3. The post of Auditor which became vacant in April was advertised in July and did not attract any suitable applicants.

3.4. The Head of Finance is now in the process of determining how best to address these two vacant posts.
3.5. In the interim, Scott-Moncrieff continues to provide internal audit support services until the end of the calendar year and will be responsible for staff management and delivery of the internal audit plan.
4.0 INTERNAL AUDIT REPORTS ISSUED

4.1. The following audit has been completed since our last update:

· Imprests
Imprests
4.2. The review covered the operation of controls over the operation of cash imprest accounts.
4.3. Financial Regulation 31 provides instructions on the use of imprest accounts. There are a total of 80 imprest accounts with values ranging from £10 to £3,000. Six accounts (those over £500) are operated through bank accounts. The value of transactions posted through the six bank accounts for 2006/7 was £73,000, with two of these six accounts responsible for £61,000 of expenditure.
4.4. The review identified some significant weaknesses in the operation of imprest accounts. Four recommendations were made in total, three being rated as priority 2 and one as priority 3.

4.5. The recommendations made relate to ensuring application of the financial regulations and ensuring that imprest accounts are used only for the purposes prescribed in the financial regulations. There is also a need to ensure that there is adequate evidence provided for all reimbursements from imprest accounts.

4.6. The structure and operation of imprest accounts do not follow the standard authorisation procedures. Often it is a clerical officer who holds the imprest account and there was a general absence of formal authorisation of expenditure. We have recommended that the imprest holder be a senior member of staff. Furthermore, given the extent of expenditure in some areas, we have recommended that management investigate the potential for extending the use of procurement cards. 

5.0 THE NATIONAL FRAUD INITIATIVE
5.1. There has been a minor piece of work undertaken by Internal Audit since the last report to Committee. Our work confirmed that there was no impropriety for a case highlighted.
6.0 FOLLOW-UP OF PREVIOUS INTERNAL AUDIT RECOMMENDATIONS

6.1. Over the last month, work has been completed to develop a database of all recommendations arising for all audit reports issued since the start of the 2006/07 audit year. 

6.2. We have been in contact with those officers responsible for implementing recommendations that were to be completed by 1 November 2007. An update, in summary and graphical form, has been provided below.

6.3. The aim of the attached graphs is to draw the Scrutiny Committee’s attention to these areas where we believe their attention should be focused. These graphs should provide the Committee with a benchmark against which management’s future progress in implementing recommendations could be monitored.

	Report Title
	Completed
	Outstanding
	Total recommendations
	%
completed

	Purchase Ledger
	1
	4
	5
	20%

	Payroll Processing - July 2007
	3
	-
	3
	100%

	Fuel Management
	8
	-
	8
	100%

	Property Contract Stock Controls
	5
	3
	8
	62.5%

	Leisure Services Income
	10
	-
	10
	100%

	Nursing and Residential Care
	1
	2
	3
	33%

	Schools Property Maintenance
	3
	1
	4
	75%

	ESEC
	4
	-
	4
	100%

	Total
	35
	10
	45
	78%


6.4. At the time of this report, 78% of all recommendations due to be completed by 1 November 2007 had been implemented. This is a high completion rate.  This is our first formal follow-up of internal audit recommendations and  some of the recommendations being followed up date back to mid-2006. 
6.5. Internal Audit will maintain the database of recommendations and provide updates on progress for all future meetings of the Scrutiny Committee.
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6.6. We have provided at Appendix 1, graphical representation for each report being followed-up, showing those recommendations completed and outstanding by priority ranking.
7.0 AUDIT WORK IN PROGRESS

7.1. The following audits are currently in progress:
· Throughcare and Aftercare

· Funding of External Organisations

· Education Janitorial Overtime

· Education Maintenance Allowances

· Certification of Grant Claims

· Street Lighting

· Valuation of Domestic Property
7.2. The following audits are planned for commencement prior to 31 December 2007:
· Regeneration Outcome Agreement
· Corporate Procurement
7.3. There are no special investigations taking place at the present time.

8.0 INTERNAL AUDIT PLANNING AND DEVELOPMENT

8.1. During Scott-Moncrieff’s appointment, we having been working on developing the 2008-09 internal audit plan. We are continuing to facilitate the professional development of the Council’s internal audit service. We have held meetings with the business improvement and risk teams to fully understand the role of each in providing assurance on the control environment within the Council.

8.2. We have agreed to develop a protocol between the business improvement and risk teams to ensure that the work of all three teams is complementary and avoids duplication. 

8.3. We are keen to ensure that there is a “joined up” approach to providing assurance. In addition to the input from Council management and our ongoing work with the business improvement and risk teams, we would welcome the Scrutiny Committee’s views on future audit coverage and the type of service which they, as a key part of the Council’s governance framework, are seeking from the Council’s internal audit service.

8.4. As part of our approach to developing the 2008/09 Internal Audit plan, we intend to review the output from the Scrutiny Community away day and incorporate this into our plan proposals. Once reviewed, we will bring our proposals back to the Committee for consideration and approval.
9.0 SUSTAINABILITY IMPLICATIONS

9.1. None.
10.0 FINANCIAL IMPLICATIONS

10.1. The recommendations do not in themselves have any significant financial implications. 

10.2 
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

APPENDIX 1 - Internal Audit Recommendations – Individual reports
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