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1.0 SUMMARY

1.1. The Council’s Financial Regulations require the Senior Auditor to prepare an annual plan showing the work Internal Audit intends to cover during each financial year.  

2.0 RECOMMENDATIONS

2.1. Members are asked to 
· approve the 2008/09 annual plan as shown in Appendix 1 to this report;

· agree that regular updates to this committee will include performance information as outlined in paragraph 3.10;

· note that any significant changes to the plan will be reported to Committee.

3.0 BACKGROUND

3.1. The role of Internal Audit is to provide an independent assessment of the standards of internal control within the Council.  A key part of this role is the carrying out of a programme of planned audit reviews of the Council’s main activities.  At the conclusion of each review, a report is produced detailing our findings and recommendations. All recommendations contained within internal audit reports identify the extent of exposure to risk. This takes into account the financial, operational, reputational and corporate risks.

3.2. Appendix 1 shows the draft annual plan for 2008/09.  The audit plan is risk-based and takes into account the corporate, operational, reputational and financial risks to the Council. By adopting this approach our aim is to provide Council Management and the Scrutiny Committee with assurance that risks are being managed effectively within the Council.
3.3. In selecting those areas to be audited, we have evaluated them from the following two perspectives. These are:
· Assessment of the adequacy of the controls over business critical risks; and

· In those instances where management have determined risk scores to be lower as a result of the control environment they have in place, we would seek to perform audits to confirm whether the controls are as effective as management believe.

3.4. The following factors have been taken into account in determining the 2008/09 internal audit plan:-
· Strategic Internal Audit Plan and Risk Assessment
· Review of the draft risk registers being developed by Services
· Feedback from Heads of Service and Directors

· Scrutiny Committee priorities

· Inherent risk (e.g. handling of cash or other valuables)

· Length of time since the last review, or significant changes to procedures since then

· National priorities and risks
· History of poor internal control

3.5. We have sought to provide reasonable coverage across all of the Council’s main Services and across the main financial and other systems, and to review both centralised functions and those which are carried out in Services. A chart is included at Appendix 2 to show the allocation of internal audit resource across Services.
3.6. We have included several reviews which were originally planned for completion during 2007/08. These have not been able to be completed due to several unplanned investigations having to be undertaken during the year and higher than expected levels of absence. To minimise the risk of carry forward of audit work into future years we have included time within the plan for contingency and investigation work. The plan also includes several pieces of work which the Senior Auditor has agreed to carry out on behalf of External Audit, or where Internal Audit certification is a requirement of external funding.

3.7. All directors and heads of service have been invited to comment on the draft plan and some reviews have been included at the specific request of Services.  

3.8. The estimated time available for planned internal audit work is based on there being three full time internal audit officers and one senior auditor throughout the year. The administrative member of staff, currently on secondment to another Finance department, is expected to return to Internal Audit in May 2008. We have allocated some of this time (approx. 40%) to supporting delivery of the internal audit plan. The remaining time will be allocated to administrative tasks within the department.  Allowance has been made for annual leave and other leave entitlements, sick leave and staff development and training.  

3.9. The timing of work during the year will be planned in consultation with Services so as to minimise disruption to their work, and to avoid times when Services are being visited by external inspection or review agencies and Business Change team activity including PSIF (Public Sector Improvement Framework) work.

3.10. Any significant changes to the annual plan will be reported to the Scrutiny Committee.

3.11. As part of good practice, we would intend providing the Committee with performance information on delivery of the internal audit plan as part of our regular report.  We would propose providing the following information:-
· For each planned audit:- 
· current status (not yet started / in progress / fieldwork completed / draft report issued / final report issued); 
· on schedule / behind schedule; 
· estimated time remaining.

· Percentage of audit year elapsed; percentage of annual plan completed.

· Planned and actual time spent on unplanned internal audit activities.

· Planned and actual staffing numbers (full time equivalents); percentage sickness absence (as defined for Statutory Performance Indicator).

· Summary of management feedback on completed audits.

3.12. We would welcome any feedback from the Committee on any other performance measures they would like to see reported.

4.0 CONCLUSIONS

4.1. Completion of the annual plan will provide sufficient audit coverage to allow the Senior Auditor to express an opinion, as required by the Code of Practice for Internal Audit in Local Authorities in the United Kingdom, on the operation of internal control across the Council during 2008/09.
5.0 SUSTAINABILITY IMPLICATIONS

5.1. None.

6.0 FINANCIAL IMPLICATIONS

6.1. None.

6.2.
Declarations
(1)
The recommendations contained within this report support or implement Corporate Priorities, Council Policies and/or the Community Plan:

· Corporate Priorities (Key Themes) (Please tick  MACROBUTTON UncheckIt ()
Achieving Potential





 MACROBUTTON CheckIt (
Maximising Quality of Life





 MACROBUTTON CheckIt (
Securing Prosperity





 MACROBUTTON CheckIt (
Enhancing the Environment





 MACROBUTTON CheckIt (
Maintaining an Effective Organisation




 MACROBUTTON UncheckIt (
· Council Policies  (Please detail)

Submission of the annual plan to the Scrutiny Committee fulfils an obligation in the Financial Regulations and complies with the Code of Practice for Internal Audit in Local Authorities in the United Kingdom.

· Community Plan (Themes) (Please tick  MACROBUTTON UncheckIt ()

Community Safety     





 MACROBUTTON CheckIt (
Economic Development





 MACROBUTTON CheckIt (
Environment and Sustainability





 MACROBUTTON CheckIt (
Health Improvement





 MACROBUTTON CheckIt (
(2)
In adopting the recommendations contained in this report, 

 MACROBUTTON UncheckIt (
the Council is acting within its legal powers. (Please tick  MACROBUTTON UncheckIt ()

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

____________________________
Head of Finance
____________________________
Director of Corporate Development
APPENDIX 1 – DRAFT INTERNAL AUDIT PLAN 2008/09
	Audit Area
	Service
	Weeks
	Risk Rating
	Comment

	Business Continuity/Emergency Planning
	Corp
	6
	H
	Review of compliance with the requirements of the Civil Contingencies Act 2004

	Data Protection/Information Security
	Corp
	6
	H
	In light of recent high profile media, the Council requires assurance that there are adequate measures in place for the protection of corporate and personal information held.

	Health & Safety Management
	Corp
	5
	H
	Review of the management and governance controls over health and safety across the Council.

	Project & Programme Management - Major Projects
	Corp
	6
	H
	A review of the application of project and programme management standards for major Council projects e.g. PPP, Single Status etc

	Workforce Management
	Corp
	5
	H
	Will address the key risks areas identified in the Priorities and Risks Framework

	IT Audit (area tbc)
	CD
	4
	H
	Review of controls in an area of the IT environment.

	Political Governance
	CE
	6
	H
	Will address the key risks areas identified in the Priorities and Risks Framework

	Corporate Procurement - Services to People
	SP
	6
	H
	Annual Service-based audit to confirm implementation of McClelland report recommendations

	Budget Monitoring
	Corp
	5
	M
	This will review the effectiveness of management and review of budgets.

	Follow-up reviews
	Corp
	4
	M
	This time is allocated to following up recommendations from previous reports. This will be reported to the Scrutiny Committee as has been done during 2007/08.

	Grant claims
	Corp
	5
	M
	Internal audit review and sign-off of grant claims.

	National Fraud Initiative
	Corp
	4
	M
	National Fraud Initiative work requires to be carried out for Audit Scotland.

	Performance Management
	Corp
	5
	M
	Review of the controls in place for the reporting of performance indicators.

	Community Chest
	CE
	3
	M
	Review of the controls in place for the distribution of funds donated by local businesses.

	Council Tax
	CD
	5
	M
	A review of the controls for Council Tax processing e.g. discounts, billing, arrears management

	Debtors
	CD
	4
	M
	Review of the application of the Council's debt policy

	Asset management
	DE
	6
	M
	A review of the controls for ensuring effective property asset management within the Council

	Allocation of Council Housing
	SP
	5
	M
	Review of the controls in place which ensure that Council houses are allocated in an appropriate manner

	Financial and Operational controls within schools
	SP
	8
	M
	This will be an annual audit. Each year at least 2 primary schools and 1 secondary school will be selected to review the effectiveness of the financial and operational controls e.g. cash collection, payroll, health and safety etc.

	Payroll review at Service level
	SP
	5
	M
	Review of the payroll processing activities within a Service.

	Supply Teachers - Monitoring of use
	SP
	5
	M
	A review of the arrangements in place within the Council to manage the use of supply teachers and the processes for assessment and recording of their performance.

	2007/8 reviews carried forward
	
	
	
	

	 - Risk Management Framework
	Corp
	6
	H
	Carried forward from 2007/8 to allow the risk management framework to develop and mature. The review will monitor the implementation of risk management throughout the Council

	 - Externally funded projects
	Corp
	4
	M
	Review of the project management, governance and financial controls over projects for which the Council receives external funding

	 - General Ledger
	CD
	2
	M
	Review of controls within General Ledger.

	 - Roads Maintenance
	DE
	4
	M
	Carried forward from 2007/8 due to work being undertaken by business improvement. This will review the controls in place for ensuring that there is an effective roads maintenance programme.

	Completion of 2007/8 reviews
	Corp
	6
	N/A
	

	Total Allocated Time to Audits
	
	130
	
	

	
	
	
	
	

	Time to be allocated
	
	
	
	

	Contingency
	
	5
	N/A
	

	Investigations
	
	5
	N/A
	

	Administration inc internal meetings
	
	3
	N/A
	

	Administration of Imprests
	
	2
	N/A
	

	Research for audits
	
	2
	N/A
	

	Total time to be allocated throughout 2008/9
	
	17
	
	

	
	
	
	
	

	Total Audit Weeks
	
	147
	
	


The planned audits noted above have been sorted according to risk rating and in Service order.
Key
	Corp = Council-wide
	CD = Corporate Development
	SP = Services to People
	DE = Development & Environmental
	CE = Chief Executive’s


APPENDIX 2 – ALLOCATION OF INTERNAL AUDIT TIME BY SERVICE
[image: image1.emf]Allocation of 2008/9 Internal Audit Time by Service
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