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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. 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 progress made on actions completed to date.
3.0 INTERNAL AUDIT STAFFING
3.1. The internal audit function comprises four operational staff.

3.2. Formal acceptance for the post of Senior Auditor has been received and it is expected that the appointee will commence employment on 30 May 2008.
3.3. In the interim, Scott-Moncrieff continues to provide internal audit support services and will be responsible for staff management and delivery of the internal audit plan.
4.0 INTERNAL AUDIT REPORTS ISSUED

4.1. Three audits have been completed since our last update:

· Regeneration Outcome Agreement
· Education Maintenance Allowances

· Fixed Asset Register
Regeneration Outcome Agreement
4.2. The review covered the controls in place to ensure there were appropriate governance and monitoring arrangements in place for the Regeneration Outcome Agreement (ROA).
4.3. The review highlighted a number of areas of good practice. In particular:

· The governance arrangements complied with the vast majority of standards detailed in the Good Governance Standards for Public Services.

· The roles and responsibilities of the ROA Board members were clearly identified.

· There were adequate procedures for monitoring of targets and for remedial action when targets were not being met by funded projects.

· The Communities Scotland Performance Management Framework was implemented.

· There was effective recording and monitoring of financial transactions.

4.4. There were five recommendations resulting from the review. One was rated as Priority 1 and there were two Priority 2 and two Priority 3 recommendations.
4.5. In recognition of the winding up of the ROA on 31 March 2008, our recommendations were framed in such a manner so that they could be applied as part of the future operating model. The Priority 1 recommendation related to the requirement to implement a risk management framework within the future operating model in compliance with the Good Governance Standard.
Education Maintenance Allowances
4.6. The review covered the controls in place within the Council to ensure that Education Maintenance Allowances (EMA) were paid in accordance with guidance issued by the Scottish Government and that amounts paid were recovered from the Scottish Government.
4.7. The review highlighted several areas of good practice. In particular, application forms submitted were processed accurately and timeously and the procedures for reclaiming payments from the Scottish Government were operating effectively.

4.8. There were six recommendations resulting from our review. There was one Priority 1 recommendation with a further four Priority 2 and one Priority 3 recommendations. The Priority 1 recommendation related to the ability of staff being able to access archived data from the EMA system. After a system upgrade early in 2008, this issue has been fully resolved.

4.9. The main issues resulting from our review were:

· There were inconsistencies in the interpretation and application of the rules related to EMAs between schools.
· The roles between the schools and central Education had not been clearly defined and communicated.  Cooperation and collaboration between the team members at different locations could also be improved.
· There should be improved knowledge sharing for processing of EMAs.  Errors in processing were most prevalent during absence of the person who normally processed EMAs.
Fixed Asset Register
4.10. The review covered the controls in place which ensure that all property assets owned or leased by the Council are accurately and completely recorded and that accounting procedures, including the valuation, revaluation and depreciation of fixed assets comply with statutory and other regulatory requirements.
4.11. The review highlighted that all disposals were correctly recorded on the Fixed Asset Register and that depreciation had been fully and accurately recorded in the balance sheet. 
4.12. There was one recommendation resulting from our review and this was rated as Priority 2. This recommendation related to the fact that Property Services, Legal Services and Finance Services all maintained their own asset registers for their own purposes. It was hoped that the Uniform asset management system, maintained by Property Services, could be utilised by Finance and Legal Services for recording of and accounting for assets. However, after initial consultation, including that with other local authorities who use Uniform, it appears that the requirements of Finance and Legal Services cannot be fulfilled by the Uniform system. It has been recommended that further investigation be conducted to determine whether the Uniform system can be developed to fulfil the requirements of Finance. If the system cannot be developed, Finance should consider procuring a Fixed Asset system which fulfils their specific requirements to replace the Excel spreadsheets currently in use.
5.0 THE NATIONAL FRAUD INITIATIVE
5.1. There has not been any work undertaken by Internal Audit in relation to the National Fraud Initiative since the last report to Committee.
5.2. There continues to be an ongoing debate across Councils in Scotland regarding the release of the electoral roll due to data protection issues. At present, in the absence of a clear legal opinion on the release of the electoral roll, the Council has decided not to forward the electoral roll for Clackmannanshire to Audit Scotland. This stance is consistent with other Councils.
6.0 FOLLOW-UP OF PREVIOUS INTERNAL AUDIT RECOMMENDATIONS

6.1. Since October 2007, work has been conducted 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 implemented by 31 March 2008. An update, in summary and graphical form, has been provided for the individual reports.

6.3. The aim of the attached graphs is to draw the Scrutiny Committee’s attention to those 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
	6
	2
	8
	75%

	Payroll Processing - July 2007
	3
	-
	3
	100%

	Fuel Management
	8
	-
	8
	100%

	Property Contract Stock Controls
	8
	-
	8
	100%

	Leisure Services Income
	10
	-
	10
	100%

	Nursing and Residential Care
	3
	-
	3
	100%

	Schools Property Maintenance
	3
	1
	4
	75%

	ESEC
	4
	-
	4
	100%

	Rent Allowances
	1
	2
	3
	33%

	Imprests
	3
	1
	4
	75%

	Valuation of Domestic Property
	3
	-
	3
	100%

	Throughcare & Aftercare
	3
	-
	3
	100%

	Total
	55
	6
	61
	90%


6.4. At the time of this report, 90% of all recommendations due to be completed by 31 March 2008 had been implemented. 
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6.5. 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. Detailed below is the current status of audits in progress as of 8 April 2008:
Fieldwork in progress

· Corporate Procurement

· Homecare

· Housing Procurement Follow-up

Draft report

· Janitorial Overtime

· Funding of External Organisations

· Street Lighting

8.0 INTERNAL AUDIT PLANNING AND DEVELOPMENT

8.1. The Internal Audit Plan 2008-9 was approved by the Scrutiny Committee on 27 March 2008. Following this, we have issued the final version of the plan, incorporating the quarter of the financial year in which we intend to commence the review, to Heads of Service and Directors for comment. The aim of this is to ensure the plan can be delivered to an agreed schedule and with minimal disruption to business as usual activities. 
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:

·      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)

None

· 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
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