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Chairman and Members of the 22™ June 2010
Audit Committee RD 1910

2.1

3.1

4.1

Audit Services Progress Report

Summary of Audit Work

As previously agreed by this Committee, members will be supplied, at each meeting,
with the Management Summary and the Summary of Recommendations and Action
Plan for each audit which has been completed since the previous meeting.

The following audit reports are attached -

Appendix A — Main Accounting and Budgetary Control Systems
Appendix B — Council Tax

Appendix C — Debtors

Appendix D — Cash Collection and Income

Appendix E - Creditors

Appendix F — NNDR .

Appendix G - Treasury Management

Appendix H — Personnel and Development

Appendix | — Housing Benefit Fraud

Appendix J - Payroll

Follow-up Reviews

Follow -up reviews were undertaken where appropriate during the period covered by
this report. There are no new issues arising to which Members’ attention needs to be
drawn.

Ongoing 2009/10 Audit Work Programme.

Work on a number of other reviews commenced/progressed during the period - the
reports will be presented to Members in due course.

2010-11 Audit Plan

The 2010-11 audit plan was presented to Audit Committee on 9" April 2010 — report
RD4/10 refers. At the meeting the District Auditor observed that the plan as presented
would be difficult for the Audit Commitiee to monitor as days have not been assigned to
planned audits. It was agreed that this would be done, and that outtum results wouid be
issued on a regular basis.



4.2

4.3

5.1

5.2

2.3

6.1

6.2

The plan has been enhanced and was presented to Executive Committee on 4™ June
2010 - report RD 4/10 refers, and will be presented to full Council on 13" July 2010.
The revised audit plan is at Appendix K.

Specific days have been assigned to audits planned in the quarter ended June 2010.
Progress against this guarterly plan will be fully reported at the Audit Committee of 16"
August 2010.

Proposal to amend summary reports to Audit Committee

Currently Audit Committee Members receive full copies of audit reports completed in
the quarter. The result is a significant volume of reports, and Members may wish to
consider whether a summary of each report might represent a viable alternative.

A draft summary report has been prepared as a example, using the ‘Main Accounting
and Budgetary Control Systems’ report as an example. The full report is at Appendix
A. The summary report is attached as Appendix L.

The driver of the summary report is to provide further information on the impact of the
audit, where possible identifying where value has been added. The adoption of a
summary report will enable Members to identify key information, and provide assurance
that audit recommendations are providing impact where required. The recommended
exception to the revised procedure would be that a fuil report would aiways be
presented if there was a grade ‘A’ recommendation made, or the overall level of
assurance was at the ‘restricted’ level.

Recommendations
It is recommended that Members receive this report.

It is recommended that Members give consideration to the alternative reporting
arrangements outlined in Section 5.

P.Mason
Assistant Director (Resources)
22™ June 2010
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[ Diane Rippon

| ExtnNo. | 7528

| 10.doc

| K:\2006-07 onwards\Material Systems\MAS MAT015\2009-10\Reports\2009.10
* | MATO15 - Main Accounting System and Budgetary Contro! Audit Report 2009-

Resources
Financial Services

Assistant Director (Resources)

Financial Services Manager
Chief Accountant
Principal Finance/Systems Officer

There are matters arising / recommendations
arising from this audit review which require your
attention. Please refer to the Action Plan for
Resources, which is attached as Appendix A.

For Information
For Information
For Information

Please note: The Chief Executive, Deputy Chief Executive and relevant Directors receive a copy of the full final
report (management summary and appendices showing the matters arising, recommendations and agreed
actions). The Audit Committee will also be presented with a full copy of this final report at the meeting fo be held on

22 June 2010.
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1.

1.1.

1.2,

2.1.

2.2

2.3.

2.4.

2.5.

3.1.

Reason for the Audit

The Main Accounting & Budgetary Control Systems are classed as ‘material’ audits which are
reviewed annually.

The main accounting & budgetary control systems are crucial elements to attaining good
corporate governance and stewardship in achieving accountability and transparency of public
funds. The main accounting system should be maintained to ensure it is accurate and complete
so that there is timely information available to aid efficient, effective and timely decision making
and monitoring of set budgets. In addition, the main accounting system is the source for the
compilation of the Council’s financial statements.

Background Information / Summary of the Audit Area

The Radius Financials accountancy package incorporates the General Ledger along with three
subsidiary systems {Debtors, Creditors and Purchasing). ICON Bank Reconciliation and Cash
Receipting are also fundamentat to the main accounting system and processes.

The administration is maintained and managed by Financial Services, which is now part of the
Resources Directorate.

The Accountancy Section ensures that all financial information entered into the ledger on a daily
basis is accurate and available at year-end in order to produce the annual accounts. The
Accountancy Section management ensure that transactions are recognised, measured and
presented in accordance with the 2009 SORP (Statement of Recommended of Practice). The
Systems and Controls team ensure the system administration and controls are in place so that
the financial system is able to produce the information required in the accounting format defined
by BVACOP (Best Value Code of Practice).

This review was conducted substantially in line with the CIPFA Matrices for ‘Audit Controls
Testing’. The level of testing undertaken, took into account the 2008/09 results which provided a
‘substantial’ level of assurance. The 2008/09 final report, issued 28/05/09, contained 1 grade B
and 5 grade C recommendations.

There were 3 areas that were not fully examined during the review. These were Bank
Reconciliation, Capital Accounting and Final Accounts. The reasons are, respectively, the Audit
Commission at the time of this review was undertaking the review of the bank reconciliation,
capital accounting has been undertaken as part of the Fixed Assets review for 2009/10 and it is
too early for the commencement of the final accounts preparation for 2009/10.

Associated Risks of Providing this Service/Function

Examination of the Risk Registers noted the following risks incorporated into the table below.
N.B. the risks from the Strategic Risk Register were last updated December 2009 and the
Operational Risk Register was last updated January 2010. .

Medlum Term Fmanmal Planmng & Mamtalmng Asset Value - Srmteq.-c 1

Description: There is a risk that the MTFP budget projections will
not be met. Specific risks are:
e Worsening of financial forecasts particularly due to impact of
recession
e Failure to deliver transformation savings assumptions

2
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i
i/ approved as part of the budget
/ o Failure to achieve balanced budget through the budgetary
/ process

e Failure to match future policy commitments and aspirations
compared to the funding available

Current Action Status/Control Strategy: (1) The Strategic
Planning Group monitors all of these aspects regularly and proposes
actions prior to reporting formally through the Committee process,
and throughout the next budget process. (2) Work will continue to
ensure resource allocation to corporate priorities is further
developed. (3) The work of the Corporate Projects Board will support
the improvements to financial and performance improvements
regarding the capital programme. (4) The Efficiencies Working Group
continues to progress the agreed efficiency programme. This will
need to be revamped to consider the transformation programme. (5)
Reports are considered by Executive and Overview & Scrutiny on
recession planning measures.

Financial Management Information Strategic M

Description: There is a risk that financial management information
provided may not be accurate, robust & timely to enable Budget
Holders to manage. Failure leading to:

+ Overspends against budget

« Poor management decisions

+ Financial information not linked to performance management

Current Action Status/Control Strategy:

(1) The Council's Financial Management arrangements have been
assessed as adequate in the Audit Commission’s Use of Resources
judgement. An action plan has been developed to tackle the areas
that need improving to raise the score over the longer term against
the new harder test.

(2) Work is ongoing with the Policy and Performance and Finance
Teams to further improve linkages between use of resources and
performance.

(3) A risk remains to the Council from the existing system utilised by
the Community Services Directorate for ex DSO work and the ability
to easily reconcile the system to the Council's core financial
management system. A budget has been allocated and work is
progressing to replace the Community Services Contractorplus
System.

(4) A significant financial training programme has been introduced to
improve the financial management standards throughout the
authority.

Financial Reporting Strategic M

Description: There is a risk that financial reporting will drop below
minimum standards. Failure wiil:
« Lead to reputational damage
e Have an impact on overall CPA/Use of Resources
assessment

Current Action Status/Control Strategy: (1) The Audit
Commission has judged the Council’s financial reporting standard for
2008/09 as part of the Use of Resources judgement to be adequate
and an action plan exists to improve this. (2) An action plan for the

3
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implementation of International Reporting Standards and in particular
the new requirement for the identification of assets has been
prepared is being progressed.

Vacancy Management Strategic M

Description: There is a risk that failure to meet the vacancy
management target will generate substantial budget deficit in the
2009/10 financial year.

Current Action Status/Control Strategy: The savings targets have
all been consolidated into the Transformation Programme which is
planning for delivery of the overall savings required. The discipline of
vacancy management will remain — with posts being deleted where
possible.

Protection of IT E-records and data and hard copy information Strategic M

Description: There is a risk that IT E-records and data and hard
copy information is not adequately backed up and protected:
¢ Failure will have business/financial impact

Current Action Status/Control Strategy: Work is ongoing as part
of the shared service with Allerdale will, when implemented, result in
a more robust and resilient service.

Financial Management information provided must be accurate, | Operational M
robust and flexible for budget holders to manage effectively

Description: There is a risk that financial management information
may not be accurate, robust or timely to enable Budget Holders to
effectively manage their budgets. Failure leading to:

- Overspends or underspends against budget

- Poor management decisions

- Financial information not linked to performance management

Current Action Status/Control Strategy:

(1) Council's Financial Management arrangements have been
assessed as adequate in the Audit Commission’s Use of Resources
judgement. An action plan has been developed to tackle the areas
that need improving to raise the score over the longer term against
the Commission’s new harder {est.

(2) Work is ongoing with the Policy and Performance and Finance
Teams to further improve linkages between use of resources and
performance.

(3) A risk remains to the Council from the existing system utilised by
the old Community Services Directorate for ex DSO work and the
ability to easily reconcile the system to the Council's core financial
management system. A budget has been allocated and work is
progressing to replace the Community Services Contractorplus
system.

(4) A significant financial training programme has now been
launched to improve the financial management standards throughout
the authority.

The Council reqularly fails to deliver the Capital Programme | Operational M
incorporated in its budget to the originally planned timescales

Description: There is a risk that the Council significantly over or
under spends against the planned budget and/or that the scheme is
not completed within the planned timescales.

4
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Current Action Status/Control Strategy:

Training to be provided to all staff dealing with capital. The financial
system will be developed to provide more detailed spending
information on spending schemes. Detailed exercises have been and
will continue to be undertaken to challenge project manager’s budget
profiles and early carry forwards/savings/slippage in schemes will be
identified from this process. A Project Assurance Group has been
established to monitor all corporate projects including capital
projects, led by the Deputy Chief Executive. Each scheme will be
supported by a member of SMT who will also attend the Assurance
Group.

Medium Term Financial Planning and maintaining asset values Operational M

Description: There is a risk that the medium term financial plan
budget projections will not be met.

Specific risks are:

e Worsening of financial forecasts particularly due to the impact
of the recession

» Failure to deliver transformation savings approved as part of
the budget

» Failure to achieve balanced budget through the budgetary
process

» Failure to match future policy commitments and aspirations
compared to funding available.

Current Action Status/Control Strategy:

(1) The Strategic Planning Group (SPG) monitors all of these
aspects regularly and proposes actions prior to reporting formally
through the Committee process, and throughout the next budget
process.

(2 )Work will continue to ensure resource allocation to corporate
priorities is further developed.

(3) The work of SMT/Project Assurance Group will support the
improvements to financial and performance improvements regarding
the capital programme. '

(4 YSPG continues to monitor progress against the Transformation
agenda.

(5) Reports are considered by Executive and Overview & Scrutiny on
recession planning measures.

(6) SPG and the Executive continue to receive regular monitoring
information to ensure budgets are not overspent and income streams
are maintained.

Annual Statement of Accounts Operational M

Description: The risk is that the authority will receive a qualified
opinion on Annual Statement of Accounts from the Audit
Commission.

Current Action Status/Control Strategy:

The Annual Statement of Accounts will be reviewed to ensure
compliance with the SORP/Code of Practices applicable to the year
in question.

Closure of Accounts Timetable updated annually and monitored at
regular meetings. Training provided to all staff to enable activities to
be effectively actioned. Experienced staff monitor quality of output.

5
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The requirement to implement IFRS with effect from 2010/11 (with

restatements required for 2008/09 and 2009/10), is being monitored

via FMT and reports taken to the Audit Committee. Discussions are

also taking place with the Audit Commission who will be reviewing
rogress against the project plan.

Reporting of Financial Implications of Council activities M

Description: The risk is that financial implications of proposals are
not accurately assessed or provided in a timely manner and/or not
given due consideration.

Current Action Status/Control Strategy:

A timetable of report deadlines is maintained and staff are developed
to build expertise. SMT consider reports before submission to the
Executive. Comments on reports provided by FS staff and go
through at least one other member of DMT before the response is
| given.

Meeting requirements_ of existing and new legislation and | Operational M
guidance

Description: The risk is that new legislation and guidance is not
complied with.

Current Action Status/Controi Strategy:

New publications are circulated to key staff. Relevant training given
and attendance at extemnal courses. External advice sought where
appropriate.

Financial Reporting Operational M

Description: There is a risk that financial reporting standards will
drop below minimum standards. Failure will:
e Lead to reputational damage
e Have an impact on overall CAA/Use of Resources
assessment

Current Action Status/Control Strategy:

(1} The Audit Commission has judged the Council's financial
reporting standard for 2008/09 as part of the Use of Resources
judgement to be adequate and an action plan exists to improve this.
(2) An action plan for the implementation of International Financial
Reporting Standards and in particular the new requirement for the
identification of assets is being progressed using existing resources.
However the impact of any future staffing changes, to be reviewed
as part of the Transformation agenda, will need to be managed to
ensure that standards do not drop.
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4. Scope of the Audit
4.1.  Audit testing and verification have been carried out to form an opinion over the effectiveness of
systems and controls in place refating to the risks identified. Key areas for review and a
summary of the findings are outlined below.
Eldi i Areas exarned ) a1 T ST R T T S I 5 | (R
1 | Follow up of 2008/09 Audlt - f’ ndlngs included in relevant areas below
2 Policies and Procedures
3 Financial Systerns
4 Budgetary Control
5 Coding Structure
6 Feeder Systems
7 Journals
8 Suspense and Holding Accounts
__9 | Bank Reconciliation
10 | Capital Accounting — Covered as a separate 2009/10 review
11 Final Accounts (not covered, 2009/10 financial statements not produced at the time of
this review)
12 | Whole of Government Accounts
13 | Data Security
5. Overall Conclusion of the Audit Review
9.1  Overall, good controls were found to be operating with the main accounting system and budgetary
control processes. However, there were a small number of areas identified where improvements
could be made to improve the systems in place and these have been covered by the
recommendations made.
9.2 This report contains recommendations covering the following areas:
s Accessibility of current Financial Procedure Ruies;
¢ Updating of the office manual and new staff awareness of the manual;
* Incorrect coding of expenditure; and
» Completion of reconciliation monitoring spreadsheet.
6. Grading of Audit Recommendations
6.1.  Each recommendation/agreed audit action in the appendices has been allocated a grade in line
with the perceived level of risk. The grading system is outlined below:
A Lack of, or failure to comply with, a key control, leading to a *fundamentat weakness.
B Lack of, or failure to comply with, a key control, leading to a significant system
weakness.
Cc Lack of, or failure to comply with, any other control, leading to system weakness.
D Action at manager’s discretion.
* A fundamental - weakness _includes non-compliance . to. statutory - requh'emems andior
mnewssaryaxpoaumofnsktoﬁwAmhomyasawho&e(eg repulationfinancial etc).
6.2. There are 5 recommendations arising from this review, 3 at grade B and 2 grade C.



Audit of Main Accounting & Budgetary Control
Final Audit Report 2009/10 Management Summary

7. Statement of Assurance

7.1. Based on the audit approach, issues and the grading of the recommendations arising from this
review it is considered that a SUBSTANTIAL level of assurance can be given in relation to the
systems of control (see definition below).

Level - o . ;
1. Substantial Very hlgh Ievel of assuranoe can be gwen on the systemls of control in

operation, based on the audit findings.

2. Reasonable | Whilst there is a reasonable system of control in operation, there are

weaknesses that may put the system objectives at risk.

3. Restricted Significant weakness/es have been identified in the system of internal
control, which put the system objectives at risk.

4. None Based on the results of the audit undertaken, the controls in operation were
found to be weak or non-existent, causing the system to be vulnerable to
error and/or abuse,
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Community Assistant Director (Resources) There are matters arising / recommendations
Engagement arising from this audit review which require your
Acting Head of Revenues and attention. Please refer to the Action Plan for
Benefits Revenues and Benefits Services, which is attached
as Appendix A
Revenues Manager

Please note: The Chief Executive, Deputy Chief Executive and the Strategic Director receive a copy of the full
final report (management summary and appendices showing the matters arising and recommendations). The

Audit Committee will also be presented with a full copy of the final report at the meeting to be held on 22 June
2010




Audit of Council Tax,

Audit Report 2009/10 Management Summary

1. Reason for the Audit

1.1.  The audit of Council Tax forms part of the programme of annual material reviews, which
focus on the fundamental systems of the Authority. These systems have a high impact
on the main financial system and therefore on the Authority’s accounts. The Audit
Commission place reliance on the material reviews undertaken by Audit Services, as
part of their work on the annual statement of accounts.

1.2. The audit process seeks to reduce risk to an acceptable level based on the efficient,

economic and effective application of financial controls. Changes to controls suggested
in audit recommendations are intended to achieve these benefits. This process reduces
but does not wholly eliminate risk.

2. Background information / Summary of the Audit Area

2.1.

2.2.

2.3.

2.4,

3.1.

The collection of Council Tax is a statutory function delegated to the City Council by the
County Council.

The Council Tax contributes to the cost of a number of authorities. The amount of
Council Tax is established by Cumbria County Council, Carlisle City Council, the Police
Authority and the Parish Councils who work out the cost of providing their respective
services each year. Cumbria County Council sets the largest part of the bill, with
Carlisle City Council and Cumbria Police setting a much smaller proportion. Parishes
set their individual precepts on top of the basic Council Tax bill.

The Council Tax Section is currently part of the Revenues & Benefits Services, which
for part of 2009/10 came under the responsibility of Corporate Services. Revenues and
Benefits now comes under the overall supervision of the Community Engagement
Directorate foliowing the re-organisation of the Council in December 2009.

It should be noted that during 2010/11 Cadlisle City Councit, Allerdale Borough Council
and Copeland Borough Council will be developing a shared Revenues and Benefits
service arrangement with Carlisle as host Authority

Associated Risks of Providing this Service/Function

Examination of the Revenues and Benefits Operational Risk Registers noted the
following risks:

Risk Description and Control Strategy Type of Risk | Risk
(strategic / Score
operational) | H/M/L

Council Tax Administration
Risk of significant interruption to Service e.g. disaster Operational | Medium

Special banking contingency in place. Disaster recovery
ptans in place. Rigorous use of test systems. Detailed
manuals in place. Qualified management and robust
training in place to reduce risk. Rigorous audit of alt admin
processes. Secure environment for cash payments.
Contingency arrangements in place




Audit of Council Tax.
Audit Report 2009/10 Management Summary

3.2.

51.

Another risks identified by Internal Audit as part of this audit is considered to be;

e Risk of fraud by members of staff.

Please note that on conclusion of the audit, any critical risks outline at 3.2,
should be assessed by the relevant Assistant Director for incorporation into the

Directorate’s Risk Register or, if considered to be a strategic risk, for discussion
at the Risk Management Group.

Scope of the Audit

Audit testing and verification have been carried out to form an opinion over the
effectiveness of systems and controls in place relating to the risks identified. The leve!
of testing undertaken was determined on a risk basis taking account of the substantial
level of assurance gained from previous audit reviews aver the last two years, Key
areas for review and a summary of the findings are outlined below.

Area Examined

Valuation

Liability

Billing

Coliection and Refund
Recovery and Enforcement

QB wIN =

Overall Conclusion of the Audit Review

The Council Tax system is effectively administered in accordance with legislative
requirements with appropriate and secure procedures in operation. There are no major
areas of weakness and the work carried out is accurate and thorough with all
necessary timescales being met by an experienced team of staff.

6. Grading of Audit Recommendations

6.1.

6.2.

Each recommendation/agreed audit action in the appendices has been aliocated a
grade in line with the perceived ievel of risk. The grading system is outlined below:

Grade Level of Risk

A Lack of, or failure to comply with, a key control, leading to a *fundamental
weakness.

Lack of, or failure to comply with, a key control, leading to a significant
system weakness.

weakness.

B
c Lack of, or failure to comply with, any other control, leading to system
D

Action at manager’s discretion.

* A fundamental weakness includes non-compliance fo statutory requirements andfor
umwssaryexposurednsktothemthornyasawhoie(eg mmta@wnﬁnanmaietc) ,

There are 1 minor recommendation arising from this review at grade C.
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7.

7.1.

Statement of Assurance

Based on the audit approach, issues and the grading of the recommendations arising
from this review it is considered that a Substantial level of assurance can be given in
relation to the systems of control (see definition below).

Level

Evaluation

|

1. Substantial

Very high level of assurance can be given on the system/s of control
in operation, based on the audit findings.

2. Reasonable

Whilst there is a reasonable system of control in operation, there are
weaknesses that may put the system objectives at risk.

3. Restricted | Significant weakness/es have been identified in the system of
internal control, which put the system objectives at risk.
4. None Based on the results of the audit undertaken, the controis in

operation were found to be weak or non-existent, causing the
system to be vulnerable to error and/or abuse.
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(ARLISLE

CITY-@OUNCIL

WWW, carllsle.govuk

Resources Directorate

Audit Services

APleroix C

Audit of Sundry Debtors and Miscellaneous Income

(Material Review)

Finzal [Repar
28™ April 2010
Beverley Fisher Extn No 7293

K:\2006-07 onwards\Material Systems\Debtors MAT035\2009-1 O\Reports\Debtors
“1 Final Report 09-10.docx
T ieclons /i | Raciolent(s) of Repolti il kil i yc tion RandingHiN e rﬂf‘:ﬂ
Resources ' Assistént Director (Résources) -{for | There are mafterﬁ arising / retummen—:ﬁatinns arising
Directorate action) from this audit review which require your attention.

Principal Finance/Systems Officer -
(for action)

Revenues Team Leader - (for
information)

Please refer to Appendix A.

All Directorates

Assistant Director (Governance} - (for
action)

Assistant Director (Economic
Development) - {for action)

Assistant Director (Community
Engagement) - (for action)

Assistant Director { Local
Environment) - (for action)

There are matters arising / recommendations arising
from this audit review which require your attention.
Please refer to Appendix A.

Please note: The Chief Executive, Deputy Chief Executive and relevant Direclors receive a copy of the full final
report (management summary and appendices showing the matlers arising, recommendations and agreed
actions). The Audit Committee will also be presented with a full copy of this final report at the meeting to be

held on 22" June 2010.




Audit of Debtors

Audit Report 2009/10 Management Summary
1. Reason for the Audit
1.1.  The audit of Debtors forms part of the programme of annual material reviews, which

2.1.

3.1.

focus on the fundamental systems of the Authority. These systems have a high impact
on the main financial system and therefore on the Authority’s accounts. The Audit
Commission place reliance on the material reviews undertaken by Audit Services, as
part of their work on the annual statement of accounts.

Background lnformation / Summary of the Audit Area

The audit process seeks to reduce risk to an acceptable level based on the efficient,
economic and effective application of financials controls. Changes to controls
suggested in audit recommendations are intended to achieve these benefits. This
process reduces but does not wholly eliminate risk.

Debtors are now located within the Resources Directorate and the Assistant Director of
Resources is responsible for the service.

The Debtors function currently sits within Financial Services but previously sat within
Revenues & Benefits. The transfer took ptace during March 2010. Debtors were
excluded from the Revenues & Benefits shared service proposal which is currently in its
final stages of amalgamating Carlisle with Allerdale and Copeland. This has resulted in
certain recommendations remaining outstanding from previocus years due to the
reorganisation of the staff structure. Similarly the Carlisle City Council transformation
process resulted in the majority of Directors and Heads of Service ieaving the authority.
For those remaining issues some of the recommendations from the 2008/09 will be
included and addressed once again in this years audit review.

Direct costs for Debtors include staffing, enforcement and running costs. Indirect costs
include cashiers, IT, accommodation and other central charges.

Associated Risks of Providing this Service/Function

Examination of the Risk Registers noted the following risks:

Failure of debtors Administration

The control strategy is: - Rigorous use of test systems. Operational | Medium
Detailed manuals. Qualified management and robust
training methods.




Audit of Debtors
Audit Report 2009/10 Management Summary

4.1.

5.1.

5.2.

5.3.

54,

5.5.

5.6.

Scope of the Audit

Audit testing and verification have been carried out to form an opinion over the
effectiveness of systems and controls in place relating to the risks identified. Key
areas for review and a summary of the findings are outlined below.

:,__ |H" , n e
b Ti.":’lu— 15 5-'.‘._;* 'E

FoIEow up of prewous audlt recommendatlons
Debtors General

Raising Invoices

Amendments to Invoices

Payments

Debt Recovery

Write Offs

Monitoring and Reporting

1.
2.
3.
4.
5.
6.
7.
8.

Overall Conclusion of the Audit Review

A number of opportunities to further enhance controis have been identified, these are
shown in the appendix A and have been brought to the attention of the relevant
Assistant Directors. There are no major issues to be raised.

The majority of recommendations made within this report concern all directorates and
relate to issuing pre-payment invoices where possible and raising a debtors invoices
within the 14 day guideline. This would enhance the Council’s cash flow and reduce
the risk of bad debts accumulating in the first instance.

It was noted through a benchmarking exercise that in order to develop a pre-payment
facility, systems and procedures will need to be upgraded and revised to allow a wide
selection of electronic payments without the reference to a debtor account. The
benchmarking results indicated that, in terms of the number of invoices being paid
analysed by payment methods, the Council is below average for receipting payments
through electronic means i.e. automated telephone and internet payments. The
Debtors IPF Benchmarking review also highlighted the Carlisle City Councils cost per
invoice if above £15 in comparison to below £14 for other districts.

Consideration should be given to taking a more pro-active approach in dealing with
persistent late payers through the use of interest charges.

It should be noted that during the Debtors review, 2 members of the Debtors team
transferred into the Financial Services department and the team is now lead by the
Principal Finance/Systems Officer. All documentation therefore need to be reviewed
and amended to reflect the recent change in management throughout the authority.

Overall, it is concluded that Sundry Debtors and Miscellaneous Income is administered
extremely well but this could be further enhanced with greater co-operation from all
Directorates.



Audit of Debtors

Audit Report 2009/10 Management Summary
6. Grading of Audit Recommendations
6.1. Each recommendation/agreed audit action in the appendices has been allocated a
grade in line with the perceived level of risk. The grading system is outlined below:
R " . e ..IV‘ . ;_: 1= ¢ - 5 = = I-_ ¥ |"EF: Ih‘i ||I| '“'i:-c j‘_ _ Ei-.lii..:
A Lack of or fa;lure to comply Wlth a key control Ieadlng to a *fundamental
weakness.
B Lack of, or failure to comply with, a key control, leading to a significant
system weakness.
C Lack of, or failure to comply with, any other control, leading to system
weakness.
D Action at manager’s discretion.
A fundamental weakness includes non-comphance to statutory requirements and/or
unnecessary exposure of risk to the Authority as a whole {e.g. reputation, ﬁnanciafa%c)*"
6.2. There are 9 recommendations arising from this review. 4 at grade B, 4 at grade C and
1 at grade D.
7. Statement of Assurance
7.1. Based on the audit approach, issues and the grading of the recommendations arising

from this review, it is considered that a REASONABLE level of assurance can be
given in relation to the systems of control (see definition below).

1. Subsfantial Very'high level of assurance can be given on the syétemls of cbntrdl

in operation, based on the audit findings.

2. Reasonable | Whilst there is a reasonable system of control in operation, there are

weaknesses that may put the system objectives at risk.

3. Restricted | Significant weakness/es have been identified in the system of

intemal control, which put the system objectives at risk.

4. None

Based on the results of the audit undertaken, the controls in
operation were found to be weak or non-existent, causing the
system to be vulnerable to error and/or abuse.
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Community
Engagement
Customer Contact.

Assustant Director ( Commumty
Engagement) - for information.

Customer Services Manager — for
action.

There are matters ansmg I reoommendatlons arlsmg
from this audit review which require your attention.
Please refer to the Action Plan for, which is attached
as Appendix A.

Resources-Financial
Services
Development and
Support.

Assistant Director {(Resources) — For
information.

Financial Services Manager — For
information.

Development and Support Manager.
— for action.

There are matters arising / recommendations arising
from this audit review which require your attention.
Please refer to the Action Plan for, which is attached
as Appendix A.

held on 22" June 2010.

Please note: The Chief Executive, Deputy Chief Executive and relevant Direclors receive a copy of the full final
report (management summary and appendices showing the matlers arising, recommendations and agreed
actions). The Audit Committee will also be presented with a full copy of this final report at the meeting to be




Audit of Cash Collection and Income Management

Audit Report 200910 Management Summary
1. Reason for the Audit
1.1.  The audit of Cash Collection and Income Management forms part of the programme of

annual material reviews, which focus on the fundamental systems of the Authority.
These systems have a high impact on the main financial system and therefore on the
Authority’s accounts. The Audit Commission place reliance on the material reviews
undertaken by Audit Services, as part of their work on the annual statement of
accounts.

2. Background Information / Summary of the Audit Area

2.1.

2.2.

2.3.

3.1.

The actual Cashiering function is separated from the Income Management function
even as far as coming under two separate Directorates, Community Engagement
(Customer Contact inc Cashiers) and Resources (Income Management).

The Customer Contact (Cashiering) function primarily offers a customer based service
taking cash, credit card and cheque payments, dealing with petty cash and housing
benefit cheque encashment. The Income Management Section deals with all the ‘back
office’ requirements, ensuring that income is correctly allocated, balanced and
reconciled to the bank account. They also administer the intranet and internet
transactions.

There is a need for continuous development within the whole service with improvement
consistently introduced to cope with potential fraud, credit card legislation, financial
accounting of income and to help increase customer satisfaction. There witl be further
measures introduced in 2010/11 with the Contact Centre introducing a cashiering
service for Social Services, the implementation of the Payment Card Industry (PCl)
Data Security Standard Procedures and other internal reallocation of current duties to
improve efficiency. All of these developments will be reviewed in more detait when the
2010/11 review of Cash Collection and Income Management is undertaken.

Associated Risks of Providing this Service/Function

Examination of the Risk Registers noted the following risks:

Risk Description and Control Strategy Type of Risk | Risk
{strategic / Score
operational) | H/M/L

Risk:- The risk that new legislation and guidance is not Strategic Medium
being complied with.

Control Strategy:- New publications are circulated to key
staff. Relevant training is given and attendance at external
courses. External advice is sought where appropriate.

Risk:- Physical aggression/violence from a member of the Operational | Medium
public to a member of staff.

Control Strateqy:- Panic alarms in place together with other
security measures for staff to respond. Amended policy in
place since 2009 to allow for a zero tolerance of violence
from customers.

1
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Risk:- Losing personal data from customers.

Control Strateqy:-Only photocopies of forms are taken,
with originals given back to customers. Data logs
maintained.

Operational

Medium

Risk:- Complaints being escalated due to customers not
agreeing with outcome of enquiry.

Control Strategy:-For staff at all levels, customer enquiries
are progressed to the fullest extent.

Operational

Medium

Risk:- Attempted robbery of the cash desk.

Control Strateqy:- The cash desk is situated behind a glass
screen and has limited amounts of cash in the till although
more significant sums are kept in the safe. If threatened
with violence, staff are to avoid harm by acceding to the
demands placed on them. CCTV covers the foyer area and
panic alarms are in place.

Operational

Medium

Risk:- Software systems not working properly causing
delays in customer service.

Control Strateqy:- Manual systems in place for iffwhen
systems crash allowing continued service for customers.

Operational

High

Risk:- Major disaster causing one or all methods of usual
customer contact to be unavailable..

Control Strateqy:- Staff contacts regularly updated and
kept on memory stick by CS Manager. Contingency plan
constantly updated, e.g. phone calls can be taken from
home or in Allerdale as same telephony system. Disaster
recovery plan in place.

Operational

Medium

» There were no other specific operational risks identified by Internai Audit .
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4. Scope of the Audit
4.1. Audit testing and verification have been carried out to form an opinion over the

5.1.

5.2

5.4.

5.5.

5.6.

effectiveness of systems and controls in place relating to the risks identified. Key
areas for review and a summary of the findings are outlined below.

Area Examined

Follow up of 08/09 Review.
Policies and Procedures.
Transactions.

Postal Remittances.
Income Reconciliation.
Security and Banking.

i Eok Pl o 1

Overall Conclusion of the Audit Review

A number of opportunities to further enhance controls have been identified, which are
shown in Appendix A and which have been brought to the attention of the relevant
Managers. In summary the key issues arising from this review are:

The controls surrounding Policies and Procedures are adequate.

The controls surrounding the handling of transactions are in the main secure. The
benefit cheque encashment process does require strengthening to eliminate the
unnecessary risks attached. The Council is also making some headway to comply
with the Payment Card Industry Security Standards, therefore compliance with this
code should be progressed as soon as possible.

The controls surrounding the handiing of postal remittances are robust. The system is
due to change in the near future whereby all cheques, whether postal or paid in
directly at Cashiers will be scanned and processed by the one section, the Customer
Contact Centre. it is anticipated at this point that the procedure will operate exactly
the same as now, except it will be centralised. Therefore the present controls in
place are sufficient.

A distinct audit trail complete with robust controls has been developed for the
reconciliation of the income. No significant weaknesses were identified with it.

The present security arrangements are adequate. However some slight improvements
could be introduced to strengthen these arrangements.
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6. Grading of Audit Recommendations

6.1.

6.2.

Each recommendation/agreed audit action in Appendix A has been allocated a grade
in line with the perceived level of risk. The grading system is outlined below:

Grade

Level of Risk

A

Lack of, or failure to comply with, a key control, leading tc a *fundamental
weakness.

B

Lack of, or failure to comply with, a key control, leading to a significant
system weakness.

Lack of, or failure to comply with, any other control, leading to system
weakness.

Action at manager's discretion

* A fundamental weakness includes non-omnphancetostatutocyrequmnentsandfor
unneo&asaryexpmofn@(totheAuﬁwmyasawm!e(eg reputaﬁonal f‘manciai

etc).”

There are 7 recommendations arising from this review. 1 at grade A, 2 at grade B, 3
at grade C and 1 at grade D.

Statement of Assurance

Based on the audit approach, issues and the grading of the recommendations arising
from this review, it is considered that a REASONABLE level of assurance can be
given in relation to the systems of control (see definition below).

Level

Evaluation

|

1. Substantial | Very high level of assurance can be given on the system/s of control

in operation, based on the audit findings.

2. Reasonable | Whilst there is a reasonable system of control in operation, there are

weaknesses that may put the system objectives at risk.

3. Restricted | Significant weakness/es have been identified in the system of

internal control, which put the system objectives at risk.

4. None

Based on the results of the audit undertaken, the controls in
operation were found to be weak or non-existent, causing the
system to be vuinerable to error and/or abuse.
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Final Reper:

i
22nd April 2010
Audit Contact - | Paula Norris | mwy] 7014

'Document Ref: | Creditors draft Audit Report 2009-10.docx
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HON Requirec

f Resources Assistant Director (Resources) - For There are matters arising / recommendations arising -
Directorate information, from this audit review which require your attention. 1
Please refer to the Action Plan for , which is attached |
Financial Services Manager - For as Appendix A. '
action.

Development Support Manager — For
action.

Please note: The Chief Executive, Deputy Chief Executive and refevant Strategic Directors receive a copy of
the full final report (management summary and appendices showing the matters arising, recommendations and
agreed actions). The Audit Committee will also be presented with a full copy of this final report at the meeting
to be held on 22 of June 2010




Audit of Creditors
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1. Reason for the Audit
1.1. The audit of Creditors forms part of the programme of annual material reviews, which

focus on the fundamental systems of the Authority. These systems have a high
impact on the main financial system and therefore on the Authority’s accounts. The
Audit Commission place reliance on the material reviews undertaken by Audit
Services, as part of their work on the annual statement of accounts.

2. Background Information / Summary of the Audit Area

2.1.

2.2.

2.3.

24,

2.5.

2.6.

2.7.

The Creditors function is overseen by the Systems and Control team within
Development and Support in Financial Services.

There is currently only one full time member of staff responsible for the daily

procedures and weekly payments of Creditors, although there are full cover
arrangements within the Development and Support team. The substantive post holder
has been on maternity leave for the majority of this financiai year and temporary cover
has been provided by a member of staff that had creditor user experience but no prior
experience of key responsibilities associated with authorisation of invoices and
payment runs. To mitigate this situation, the substantive post-hoider worked alongside
the incoming temporary member of staff for the month prior to the start of her maternity
teave. In addition, two days support was provided each week for a 6 month period by
another more senior officer to help with the settling in process. Despite this initial lack
of experience of the key elements of the responsibilities of the Finance Assistant
(Creditor Payments) , it was fully apparent during the audit review that the temporary
post-holder had fully developed in the role fulfilling all requirements.

There are potentially going to be significant changes made to the functionality of the
existing creditors system in 2010/11 and the next review will need to concentrate on
any changes made in conjunction with those currently set out in the Cipfa Matrix.

The Council invested in an e-purchasing system, Civica Purchasing (formally known
as Radius Orbit) back in 2002. Carlisle City Council was one of the first authorities to
lead with the initial implementation of the system and it was heavily involved in its
development.

To date, the use of this system has been restricted to raising e-requisition purchase
orders from e-catalogues covering 4 main commodity areas (stationery, computer
consumables, paper and envelopes) which are directly loaded into Civica Purchasing.
System access is restricted to officers with purchasing responsibilities, who are locally
referred to as gatekeepers. Purchasing requirements for all other goods and services
continued to be acquired through the generic manual purchase order process.

During 2010, Civica Purchasing will be rolled out to cover all purchase order
requisitions and expand the use of e-catalogues. The overall aim being to have a
completely automated e-purchasing process which interacts with other key financial
systems, i.e. Creditors and the General Ledger.

Discussions over the past year have focused on the potential to centralise the creditor
payment function. This proposal is fully supported by recent IPF benchmarking on
creditor payments that took place earlier in 2009/10.
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3.1.

3.2.

4.1.

The aim is to centralise the creditor payments process in the latter part of 2010, once
Civica Purchasing is fully rolled out.

A paper is being presented to the Senior Management Team for consideration on 13"
April 2010.

Associated Risks of Providing this Service/Function

Examination of the Risk Registers noted the following risks:

Risk Description and Control Strategy Type of Risk | Risk
(strategic/ | Score
operational) | H/M/L

Risk. Operational | Low

There is a risk that creditor invoices are not paid promptly
and accurately.

Control Strategy.

There is a Creditors procedure in place. Monthly monitoring
data is presented to Service Managers,

Other risks identified by Internal Audit as part of this audit are considered to be:

e Potential for internal and external fraud

« Potential division of duties conflict due to Development & Support controlling both the
Creditors and the Debtors functions.

« Potential inadequate control mechanisms put in place when/if the Creditors function
is centralised.

» Failure of the Civica Purchasing system.

» Conflict with HMRC in respect of failure to meet VAT regulations.

Please note that on conclusion of the audit, any critical risks outline at 3.2.
should be assessed by the relevant Assistant Director for incorporation into the
Directorate’s Risk Register or, if considered to be a strategic risk, for discussion
at the Risk Management Group.

Scope of the Audit

Audit testing and verification have been carried out to form an opinion over the
effectiveness of systems and controls in place relating to the risks identified. Key
areas for review and a summary of the findings are outlined below.

Area Examined

Follow up of 2008/09 Audit Review.

Creditors System General.

Ordering of Supplies and Services.

Receipt of Orders.

Invoice Checks

Bl hadtaling b

Payments.
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5.1.

Overall Conclusion of the Audit Review

A number of opportunities to further enhance controls have been identified, these are
shown in Appendix A and have been brought to the attention of the relevant Assistant
Directors and Service Managers. In summary the key issues arising from this review
are:-

5.1.1. Follow up of 2008/09 Audit Review.

All the actions agreed had been actioned, or are in progress pending system
developments. It should be noted that a number of recommendations made in this
review echo those made in the 2008/09 review. This is due to system users not fully
adhering to, being aware of or understanding the established procedure. This is,
despite reminders and training sessions provided by the Financial Services staff.
Although these procedures are likely to change with the implementation of Civica
Purchasing, until, this is in place, Financial Procedures should still be enforced.
Further attempts to inform the users of the correct system procedures is advised once
more, however, the success of these reminders can only be evaluated at the next
review.

5.1.2. Creditors System General

Recent developments surrounding the ‘general’ creditors systems are highlighting
issues that need to be addressed. There is time and opportunity to consider these
matters prior to implementing the centralisation of the creditors function and it is hoped
that they will be incorporated to help minimise risk and support the new initiative.

5.1.3. Ordering of Suppiies and Services.

There are structured procedures regarding ordering, which are both outlined in the
Financial Procedure Rules and in the operational Purchase Ledger Manual. However,
the service directorates are not fully abiding by these laid down procedures, most likely
through lack of awareness. Although there were no major problems found during
testing, not applying these controls could leave the system open to abuse.

5.1.4. Receipt of Orders.

There are constitutional rules that cover the controls required for receiving goods
previously ordered. Of course in certain instances it is not possible to completely
predict when goods will be delivered to ensure that the correct procedures are in
place. In the main, however, provision has been made to minimise risk and these
provisions are exercised to the best of endeavour by officers.

5.1.5. Invoice checks.
Users of the creditors system are on occasion, failing to ensure that all necessary
detail and appropriate documentation is present when registering invoices.

5.1.6. Payments.
Further controls should be introduced to strengthen the BACS process and protect the

integrity of the officers involved. There were a number of minor anomalies identified
during testing, and users should be reminded of their responsibility to ensure that the
invoices and all the information contained within are accurate and complete.
Particular diligence should be paid to ensuring that VAT registration details are
included in invoices and are present in all circumstances when VAT is charged, and
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subsequently reclaimed. Again, this issue should be addressed after the centralisation
of the creditors function.

6. Grading of Audit Recommendations

6.1. Each recommendation/agreed audit action in the appendices has been allocated a
grade in fine with the perceived level of risk. The grading system is outlined below:

Grade Level of Risk

A Lack of, or failure to comply with, a key control, leading to a *fundamental
weakness.

B Lack of, or failure to comply with, a key control, leading to a significant
system weakness.

c Lack of, or failure to comply with, any other control, leading to system
weakness.

D Action at manager’s discretion.

* A fundamental weakness includes non-compliance to statutory requirements andjor
unnecessary exposure of risk to the Authority as a whole (e.g. repiitation financial etc).

6.2. There are 8 recommendations arising from this review. 2 at grade B and 6 at grade
C.

7. Statement of Assurance

7.1. Based on the audit approach, issues and the grading of the recommendations arising
from this review, it is considered that a REASONABLE level of assurance can be
given in relation to the systems of control (see definition below).

Level Evaluation ' |
1. Substantial | Very high level of assurance can be given on the system/s of control
in operation, based on the audit findings.

2. Reasonable ; Whilst there is a reasonable system of control in operation, there are
weaknesses that may put the system objectives at risk.

3. Restricted | Significant weakness/es have been identified in the system of
internal control, which put the system objectives at risk.

4. None Based on the results of the audit undertaken, the controls in
operation were found to be weak or non-existent, causing the
system to be vulnerable to error and/or abuse.
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Final Report.docx

- Directc TR

J' i :.';:' 2 L

Community

Engagement There are matters arising / recommendations
Acting Head of Revenues and arising from this audit review which require your
Benefits attention. Please refer to the Action Plan for

Revenues and Benefits Services, which is attached

Revenues Manager as Appendix A

Deputy Revenues Manager

Please note; The Chief Executive, Deputy Chief Executive and the Audit Committee receive a copy of the
full final report (management summary and appendices showing the matlers arising and recommendations).




A}ldit of National Non Domestic Rates
Audit Report 2009/10 Management Summary

1.

1.1.

Reason for the Audit

The audit of National Non Domestic Rates (NNDR) forms part of the programme of
annual material reviews, which focus on the fundamental systems of the Authority.
These systems have a high impact on the main financial system and therefore on the
Authority’s accounts. The Audit Commission place reliance on the material reviews
undertaken by Audit Services, as part of their work on the annual statement of
accounts.

2. Background Information / Summary of the Audit Area

2.1.

2.2.

2.3.

2.4.

3.1.

National Non-Domestic Rates (NNDR}) are collected by Carlisle City Council from
businesses and others who occupy non-domestic property within the area. The rates
are pooled to Central Government and are then redistributed to local councils according
to population.

With the exception of exempt properties, each non-domestic hereditament has a
rateable value which is set by the Valuation Office Agency (VOA).

The NNDR Liability is calculated by multiplying the Rateable Value by the “poundage”
set by Government. This usually varies annually as it increases in line with inflation.

The NNDR function operates as part of the Revenues and Benefits Services, within
Corporate Services.

Associated Risks of Providing this Service/Function

Examination of the Risk Registers noted the following risks:

Risk Description and Control Strategy Type of Risk | Risk
(strategic/ | Score
operational) | H/M/L

NNDR Administration Operational | Low
Risk of significant interruption to Service e.g. disaster

Disaster recovery plans in place. Rigorous use of test
systems. Detailed operational text in place. Qualified
management and robust training in place to reduce risk.
Rigorous audit of all admin processes. Secure environment
for cash payments. Contingency arrangements in place




Aydit of National Non Domestic Rates
Audit Report 2009/10 Management Summary

4, Scope of the Audit

4.1. Audit testing and verification have been carried out to form an opinion over the
effectiveness of systems and controls in place relating to the risks identified. Key
areas for review and a summary of the findings are outlined below.

. Area Examined
Valuation
Liability
Billing
Collection and Refund
Procedure Notes

S EaliadInd b

5. Overall Conclusion of the Audit Review

5.1. The NNDR system is operated well in accordance with legislative requirements with
secure procedures, and no apparent areas of weakness. The work carried out is
accurate and thorough and all necessary timescales are met.

5.2. The controls and procedures surrounding Valuations, Billing and collection and refund
are thorough and complete.

5.3.  Procedure Notes are comprehensive and up to date and are available to all necessary
staff.

6. Grading of Audit Recommendations

6.1. Each recommendation/agreed audit action in the appendices has been allocated a
grade in line with the perceived level of risk. The grading system is outlined below:

Grade Level of Risk

A Lack of, or failure to comply with, a key control, leading to a *fundamental
weakness.

B Lack of, or failure to comply with, a key control, leading to a significant
system weakness.

c Lack of, or failure to comply with, any other control, leading to system
weakness.

D Action at manager’s discretion.

* A fundamental weakness includes non-compliance to statutory requirements and/or
umwcessary exposure of risk to the Authority as a whole (e.g. reputation,financial etc).

6.2. There is only 1 minor grade C recommendation arising from this review.



Audit of National Non Domestic Rates
Audit Report 2009/10 Management Summary

7. Statement of Assurance

7.1. Based on the audit approach, issues and the grading of the recommendations arising
from this review it is considered that a Substantial level of assurance can be given in
relation to the systems of control (see definition below).

Level Evaluation ]
1. Substantial | Very high level of assurance can be given on the system/s of control
in operation, based on the audit findings.

2. Reasonable | Whilst there is a reasonable system of control in operation, there are
weaknesses that may put the system objectives at risk.

3. Restricted | Significant weakness/es have been identified in the system of
internal control, which put the system objectives at risk.

4. None Based on the resuits of the audit undertaken, the controls in
operation were found to be weak or non-existent, causing the
system to be vulnerable to error and/or abuse.
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Resources Assistant Director (Resources) There are matters arising / recommendations arising
ﬁ Directorate / from this audit review which require your attention.
Financial Services Financial Services (for information) Please refer to the Action Plan for Corporate

Services, which is attached as Appendix A.
Treasury & Insurance Manager (for
action)

i Please note: The Chief Executive, Deputy Chief Executive and the Strategic Director receive a copy of the full
final report (management summary and appendices showing the matters arising and recommendations). The
Audit Committee will also be presented with a full copy of the final report at the meeting to be held on 22" June
2010




Audit of Treasury Management

Audit Report 2009/10 Management Summary

1. Reason for the Audit

1.1.  The audit of Treasury Management forms part of the programme of annual material
reviews, which focus on the fundamental systems of the Authority. These systems
have a high impact on the main financial system and therefore on the Authority's
accounts. The Audit Commission place reliance on the material reviews undertaken by
Audit Services, as part of their work on the annual statement of accounts

2. Background Information / Summary of the Audit Area

2.1, The Treasury & Insurance Manager has been involved with Treasury Management for
over 25 years and has gained extensive experience and knowledge of this area.

2.2.  Asthere have been no changes to the system by which Treasury Management is
controlled and processed, the basic key controls have been reviewed.

2.3. Treasury Management is located within Financial Services as part of the Resource
Directorate.

3. Associated Risks of Providing this Service/Function

3.1. Examination of the Risk Registers noted the following risks:

Risk Description and Control Strategy Type of Risk Risk
(strategic / Score
operational) H/M/L

The Treasury Management, and Investment Strategy and | Operational Medium
MRP Strategy are approved annually by Council.
Procedures exist which include the separation of duties,
with cover arrangements in place and passwords
maintained. The Treasury Management Practices are
used as a training tool with more officers being trained to
ensure the continuity of the service to aid succession
planning.

Records are kept and documentation of actions taken.
Regular internal and external audits are carried out.
Banking controls are in place through the new HSBCnet
internet site,

CIPFA Code adopted with regular reports to Executive,
and more recently to the Audit Committee in line with the
revised guidance from CIPFA and the DCLG.

Expert advice is sought from consultants where
appropriate.




Audit of Treasury Management
Audit Report 2009/10 Management Summary

4, Scope of the Audit

4.1. Audit testing and verification have been carried out to form an opinion over the
effectiveness of systems and controls in place relating to the risks identified. Key
areas for review and a summary of the findings are outlined below.

Areas Examined

Policies & Procedures
Staffing

Risk Management

Cash Flow

Lending — Loans Raised and Repaid
Long & Short Term Borrowing
Capital Investment

Payments

Fraud

Records and Reconcitiation
Monitoring and reporting

Dol N|o ;s w|n| =

5. Overall Conclusion of the Audit Review

5.1. OQverall the procedures and controls in place for Treasury Management are fully documented,
robust and operating effectively.

5.2.  The senior staff involved with the Treasury Management process are ail well qualified and are
trained. Staff are all aware of the risks relating to the service and the controls in place to
prevent fraud, and to safeguard the authority’s assets.

5.3. The recommendations highlighted in this review relate to the need to update policies and

procedures following Transformation. in addition there are recommendations to further tighten
controls

6. Grading of Audit Recommendations

6.1. Each recommendation/agreed audit action in the appendices has been allocated a
grade in line with the perceived level of risk. The grading system is outlined below:

Grade Level of Risk

A Lack of, or failure to comply with, a key control, leading to a *fundamental
weakness.

Lack of, or failure to comply with, a key control, leading to a significant
system weakness.

weakness.

B
c Lack of, or failure to comply with, any other control, leading to system
D

Action at manager’s discretion.

* A fundamental weakness includes non-compliance to statutory reqmremnts andlor
unnecessary exposure of risk to the Authority as a whole (e.g. reputation.financial eftc).




Audit of Treasury Management
Audit Report 2009/10 Management Summary

6.2. There are seven recommendations arising from this review. 1 grade B and 6 grade C

7. Statement of Assurance

7.1.  Based on the audit approach, issues and the grading of the recommendations arising
from this review, it is considered that a Reasonable level of assurance can be given in
relation to the systems of control (see definition below).

Level Evaluation ]
1. Substantial | Very high level of assurance can be given on the system/s of control
in operation, based on the audit findings.

2. Reasonable | Whilst there is a reasonable system of control in operation, there are
weaknesses that may put the system objectives at risk.

3. Restricted | Significant weakness/es have been identified in the system of
internal control, which put the system objectives at risk.

4. None Based on the resuilts of the audit undertaken, the controls in
operation were found to be weak or non-existent, causing the

system to be vulnerable to error and/or abuse.
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Assistant Direcior (Resources) —for | There are matters arising / recommendations arising
information. from this audit review which require your attention.
Please refer to the Action Plan which is attached as
Personnel Manager — for action. Appendix A,

Chief Executives Organisational Development There are matters arising / recommendations arising

Team/ Manager — for action. from this audit review which require your attention.
Organisational Please refer to the Action Plan which is attached as
Development. Appendix A,

Please note: The Chief Executive, Deputy Chief Executive and relevant Strategic Directors receive a copy of -
the full final report (management summary and appendices showing the matters arising, recommendations and
agreed actions). The Audit Committee will also be presented with a full copy of this final report af the meeting
to be held on 22™ June 2010.




Audit of Personnel & Development

Audit Report 2010/11 Management Summary
1. Reason for the Audit _
1.1. As part of the audit planning process, Personnel Services was identified as a medium to

2.1.

2.2

3.1.

high risk area of activity that had not been visited by Internal audit for a number of
years. 1t was therefore selected for review as part of the agreed Audit Plan for 2010/11
although some work was initiated in the previous financial year.

Background Information / Summary of the Audit Area

Carlisle City Council is currently going through major transformational change and has
set about creating a structure and management arrangements that are both fit for
purpose and aligned to the Council's priorities. During the course of this audit review of
Personnel & Development, there have already been significant changes whereby Health
and Safety, Personnel, and the Training and Development elements, which were
formerly under one Section and the same Head of Service within the People, Policy and
Performance Department, have now been split.

Training and workforce management is now undertaken within ‘Organisational
Development’ which is part of the Chief Executive's Team. The Health and Safety
function has also been removed and now sits in the Governance Directorate.

The Personnel Section is now part of the Resources Directorate and is responsible for
Human Resources (HR) advice on all issues relating to employment excluding Training
& Development.

This review has concentrated on core Personnel activities and certain areas of work
which were deemed to be of high risk. The initial audit brief did include some work
within the Organisational Development domain and there was some overlap between
Training and Personnel issues. For these reasons, it was decided to incorporate the
Organisational Development findings within the report as a few issues were raised. It
should be noted that Health and Safety and Payroll are now stand alone audits and do
not form part of this review.

Associated Risks of Providing this Service/Function

Examination of the Risk Registers noted the following risks:

Risk Description and Control Strategy Type of Risk | Risk
(strategic / Score
operational) | H/M/L

Risk Description. _ Operational | Low
Staff not accepting aspects of the new pay policy resulting in
service disruption. '

Current Action Status/Control Strateqy.
Involvement of SMT in Future Focus module: Corporate
Staff Development Group, Consultation.

Risk Description. Operational | Low
Market supplements, Pay Policy and e-advettising.

Current Action Status/Control Strateqy.
Recruitment and Retention Framework;provision of turnover
statistics,e-recruitment.
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Audit Report 2010/11 Management Summary
Risk Description. Operational | Medium

Loss of key people during a time of difficulty/change.

Current Action Status/Control Strateqy.
Writlen procedures; more than one member of staff able to

carry out key tasks. Multifunctional staff.

Risk Description. Operational | Medium
Exposure to employment related litigation.

Current Action Status/Control Strategy.

Procedures; training; advice; trade union consuitation
arrangements. Employee communications.

Risk Description. Operational | Low
Breakdown of relations with frades unions.

Current Action Status/Control Strateqy.

Consultation, Transformation, partnership.

Risk Description. Operational | Medium
Increase in sickness absence during a time of
difficulty/change.

Current Action Status/Control Strateqy.
Occupational Health; Directorate stress audits and actions;
wellbeing strategy; early intervention by managers.

Risk Description. Operational | Low
Information system dysfunction.

Current Action Status/Control Strateqy.
Addressed during implementation of Trent. (NOTE, refer to

section 3 - Training).

Risk Description. Operational | Medium
Inadequate resources (due to Service Reviews and
Transformation) to deliver our full range of services.

Current Action Status/Control Strategy.

| Reorganisation: prioritisation; workioad dropped/re-
allocated; Moves fowards a Service Support Team which will
provide a wider pool of resource if required..

Risk Description. Operational | Low
There is a risk of inconsistency with consultancy types of
casuals.

Current Action Status/Control Strategy.

Casuals being JE'd. Casual packs cover Safeguarding
issues; Casuals receive some training in Safequarding if
relevant to the job.
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Audit Report 2010/11 Management Summa,;'y
Risk Description. | Operational | Low.
Potential Service Disruption. Managers not understanding
the impact of the pay policy.

3.2.

Current Action Status/Control Strateqy.
Any deviation/non-standard interpretation to be made by

SMT.

Other risks identified by Internal Audit as part of this audit are considered to be:

o Loopholes/misadministration of the recruitment process/security/retention of data
elc..
Training Management System, potential system failure.

» Potential problems with current procedures relating to the administrative process of
obtaining pension cost estimates from Capita for staff having their contracts
terminated and control arrangements for subsequent payments

Please note that on conclusion of the audit, any critical risks outlined at 3.2.
should be assessed by the relevant Director for incorporation into the
Directorate’s Risk Register or, if considered to be a strategic risk, for discussion
at the Risk Management Group.
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4. Scope of the Audit
4.1.  Audit testing and verification have been carried out to form an opinion over the

5.1.

effectiveness of systems and controls in place relating to the risks identified. Key
areas for review and a summary of the findings are outlined below.

Area Examined

Recruitment System.

Temporary/Fixed Term Contracts.

Training.

Redundancy/Flexible Retirement Pension Calculations

TRENT Payroll and Personne! System (referred to 2009/10 Payroll Audit)

@ |o|»|wim)

erall Conclusion of the Audit Review

A number of opportunities to further enhance controls have been identified; these are
shown in Appendix A and have been brought to the attention of the relevant
Managers. In summary the key issues arising from this review are:

5.1.1. ltis recognised that there was previously a weakness with controls surrounding
the recruitment of Agency staff. Constructive steps outiined in this report have
already been taken to improve the control procedure and the system weaknesses
have been eradicated. A revised protocol has been developed and the managers
responsible for recruitment have been made aware of these protocols and should
be conscious of the importance of applying these measures in each case.

5.1.2. Regarding the recruitment process in general, there are a number of issues that
need to be addressed. The majority of these issues have been attributed to either
lack of administrative resources within Personnel or elements that are the
responsibility of other managers throughout the Authority, and are therefore out-
with Personnel’s direct control. The main concern is the verification and retention
of application information. It is imperative that a sound audit trail is established to
protect both the employer and the employee. The suggested controls outlined in
this report should come someway in assisting with this.

5.1.3. Once the minor adjustments are made to the temporary/fixed term contract
monitoring system, this will result in a workable, effective system. The existing
information should be reconciled to Trent as soon as possible to ensure that all
existing effective dates have been actioned.

5.1.4. Personnel and Training have now split into two separate functions which will
mean significant changes to systems and procedures. The main one being the
centralisation of the training budget which will enable more controf and
consistency in its allocation.

5.1.5. The progression of the Trent Training Module should be given serious priority
as valuable information could be lost (see A12).

5.1.6. The review and improvement of the current appraisal system is deemed to be

crucial particularly in light of the separation of the Training and Personnel
functions.
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5.1.7. The proposed system for the calculation and payment of Pension Strain
Liabilities should be considered as soon as possible and revised arrangements

implemented.

5.1.8. A more detailed review of the Personnel element of the Trent Payroll and
- Personnel system will be undertaken at a later date.

6. Grading of Audit Recommendations

6.1. Each recommendation/agreed audit action in the appendices has been allocated a
grade in line with the perceived level of risk. The grading system is outlined below:

Grade

Level of Risk

A Lack of, or failure to comply with, a key control, leading to a *fundamental
weakness.

system

Lack of, or failure to comply with, a key control, leading to a significant

weakness.

Lack of, or failure to comply with, any other control, leading to system
weakness.

O[O0 |

Action at manager’s discretion.

6.2. There are 18 recommendations arising from this review. 9 at grade B and 9 at grade

C.

7. Statement of Assurance

7.1. Based on the audit approach, issues and the grading of the recommendations arising
from this review, it is considered that a Reasonable level of assurance can be given in
relation to the systems of control (see definition below).

risk.

Level Evaluation |

1. Substantial | Very high level of assurance can be given on the system/s of control
in operation, based on the audit findings.

2. Whilst there is a reasonable system of control in operation,

Reasonable there are weaknesses that may put the system objectives at

3. Restricted

Significant weakness/es have been identified in the system of
internal control, which put the system objectives at risk.

4. None

Based on the resuilts of the audit undertaken, the controls in
operation were found to be weak or non-existent, causing the
system to be vulnerable to error and/or abuse.
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www.carlisle.gov.uk

Final Repert

Resources Directorate

Audit of Housing and Council Tax Benefits Fraud
Administration

AePentix |

Audit Services

4th June 2010

Mike Thompson

Assistant Director { Community
Engagement ) for information
Shared Services Parinership

Manager Revenues and BenefitsSfor
action)

Revenues and Benefits (for action)

Fraud Investigation Officer s (for
information)

There are matters arising / recommendations arising |}
from this audit review which require your attention. |
Piease refer to the Action Plan, which is attached as
Appendix A.

Please note: The Chief Executive, Depuly Chief Executive and relevant Direclors receive a copy of the full final
report (management summary and appendices showing the matters arising, recommendations and agreed
actions). The Audit Committee will also be presented with a full copy of this final report at the meeting lo be
held on 22 June 2010.




Audit of Housing & Council Tax Benefits Fraud Administration
Final Audit Report 2009/10 - Management Summary

1.1.

1.2.

1.3.

Reason for the Audit

The audit of Housing & Council Tax forms part of the programme of annual material
reviews which focus on the fundamental systems of the Authority. These systems
have a high impact on the main financial system and therefore on the Authority's
accounts. The Audit Commission place reliance on the material reviews undertaken
by Audit Services, as part of their work on the annual statement of accounts.

In respect of the 2009/10 audit programme, a review was undertaken on Housing and
Council tax benefit covering administration, post opening, assessment and payments.
The results of this audit review were the subject of a final report issued to relevant
managers in February 2010 and this report was subsequently presented to the Audit
Committee on 9" April 2010.

A more specific separate review has also been completed on the Fraud Prevention
and Detection side of Housing Benefits which also incorporated work undertaken as
part of the National Fraud Initiative.

2. Background Information / Summary of the Audit Area

2.1

2.2

2.3.

2.4.

The provision of the Housing and Council Tax Benefits scheme for the tenants and
residents of Carlisle is a statutory function that is carried out in house by the City
through recently introduced shared service arrangements,

The Council has a responsibility to ensure that the right benefit is paid to the right
people at the right time and that payments of Housing and Council Tax benefits are
only made to those who are entitled to receive them. For this purpose, the Housing
and Revenues Section based at Carlisle has a dedicated Fraud Section for the
purpose of detecting and preventing fraudulent claims.

The main types of fraud dealt with by the specialist team of three Benefits Investigation
Officers (i.e.2.5 FTE’s) currently deployed at the Carlisle office are “working and
claiming” which usually involves claimants who are in receipt of Housing Benefit on the
basis of entitlement to Job Seekers allowance or income support but are in fact
working. Any cases that arise in these circumstances will usually involve a joint
investigation involving the Council and the Department of Work and Pensions. Other
types of fraud include non-disclosure of property, capital or income, non disclosure of
partner, non-dependents or sub-tenants, false claims by homeowners, failure to
declare change of address, registration of false addresses and also Landiord Fraud
whereby-a landlord continues to receive benefit paid directly to him or her for a
claimant that has vacated the premises.

The approach to the audit was to review the key control requirements identified in the
sub-system for fraud prevention and detection within the Housing and Council Tax
CIPFA Matrix Internal Control Questionnaire (ICQ’s). Joint working was also
undertaken between Intemal Audit and the Fraud Section in respect of data received
from the National Fraud Initiative.



Audit of Housing & Council Tax Benefits Fraud Administration
Final Audit Report 2009/10 Management Summary

3. Associated Risks of Providing this Service/Function

3.1. Examination of the Risk Registers noted the following risks:

Risk Operational | Low
Benefit Probity — Risk of Internal Fraud within the Benefits
Software and System

Control Strateqy

e Rigorous use of lest systems.
¢ Detailed manuals exist.

* Qualified management and robust training in place to
reduce risk.

Rigorous audit of all admin processes.
» Secure environment for cash paymentis.

4. Scope of the Audit

4.1. Audit testing and verification have been carried out to form an opinion over the
effectiveness of systems and controls in place relating to the risks identified. Key
areas for review and a summary of the findings are outlined below.

Area Examined ,

Policies and Procedures

Vetting and Training of Employees

Fraud Referrals

Data Matching.

Undertaking and Managing Investigations
Security of Data

oW IN =

5. Overall Conclusion of the Audit Review

5.1. The Housing and Council Tax Benefit Fraud team are greatly experienced and this
particular function of the Revenues and Benefits Section is operating very well.
However, a number of opportunities to further enhance controls have been identified,
these are shown in Appendix A and have been brought to the attention of the Assistant
Director (Community Engagement) and relevant Benefits Managers. In summary the
key issues arising from this review are:

5.2. Within the Benefits Fraud arena, some of the Strategy, policy and operational
documents are not up to date and are in need of review or do not exist due to the slow
implementation of shared service arrangements. Now that shared service
arrangements have been introduced with effect from June 2010, there is going to be
much change and systems/procedural development. This is a good time therefore to
undertake such a review which should serve to ensure some uniformity over the
working arrangements in each of the three Council's in the partnership.



Audit of Housing & Council Tax Benefits Fraud Administration
Final Audit Report 2009/10 Management Summary

5.3. Audit findings also indicate that some improvements can be made in respect of vetting
and training employees, conducting data matching exercises, undertaking and
managing investigations and data security.

6. Grading of Audit Recommendations

6.1. Each recommendation/agreed audit action in the appendices has been allocated a
grade in line with the perceived level of risk. The grading system is outlined below:

Grade

Level of Risk

A Lack of, or failure to comply with, a key control, leading to a *fundamental
weakness.

Lack of, or failure to comply with, a key control, leading to a significant
system weakness.

Lack of, or failure to comply with, any other controt, leading to system
weakness.

olo|w

Action at manager’s discretion.

stationfinanciat etc):

Ats-andior

6.2. There are 13 recommendations arising from this review. 8 at Grade C and 5 at Grade

B.

7. Statement of Assurance

7.1. Based on the audit approach, issues and the grading of the recommendations arising
from this review, it is considered that a REASONABLE level of assurance can be given
in relation to the systems of control (see definition below).

Level

Evaluation

I

1. Substantial

Very high level of assurance can be given on the system/s of control
in operation, based on the audit findings.

2. Reasonable

Whilst there is a reasonable system of control in operation, there are
weaknesses that may put the system objectives at risk.

3. Restricted | Significant weakness/weaknesses have been identified in the
system of internal control, which put the system objectives at risk.
4. None Based on the results of the audit undertaken, the controls in

operation were found to be weak or non-existent, causing the
system to be vulnerable to error and/or abuse.




(Zv uopepuewILIcIay 0} JejeY) spJepue)s pue Sainpaccld awes ay} o} BuBLOoM S5 PSAIOAU] S [IDUNCY U || Jey} 8insus o} sjuswebueLie 8djAles

paleys Jepun AJBsSeooU SJOW USAS 8q {IIM SIYL "SPJEPUE}S Pauljep Pue saioljod 0} 2ousIsype JUsiSISUOD PUB JOL}S 99 O} SPaaU e.ey) dJeym Jejnojued

U JUSLLIUOJIAU® PNEJj Jousq B UIURM Ing [eseust Ul suoseal SNOLEA JO) paujeluiew pue padojaasp eq Pinoys [enuew jeuohesado pajuswnoop pes!

[B20] B JBY} UOISS|WLIOY JPNY 8L} PUE PNy (ELsju| AG pepusuiwodal sAemie pue aoyoeld 1seq 8q 0) PaLLAsp JeAemoy si 3| “sainpecold pesijeuo)

posu Jou op pue pesusuedxe ApeelB ale sjsiue) Je s1e0yjo JueAsjel ay) Jey) Jey) uiod ayy saxeuw Jebeue syeusg 8yl 'sping dAA 8yl pue o}
s0quOSqNS AIOUINY B} YOIUM SIUSWNJ0P oS {3HOM-JBN pnesd Uy feuolEN)NSVN @Ul uim uoiounfuod uj padojensp useq aAey sainpaooid esnoy uj ¢’}

(v uopepusWIWOIey
o} Jojay) Bunep-dn jo pesu ul a1e Aoijod suondues pue ABsjellS pneld Jajunod jieusy oy yiog  "syoeyd saueinssy Ajjend sjeudoudde jno sslues pue
81000 pnel4 Aq pesodoid suopoues Aue yo ubis o) sey JeBeueyy spjeuag ay) ‘Yim paidwod sl syuswalinbes Aojeinfies pue Aioiniess jey; Bupnsus
saInpaoosd JUaLINg JO SULIS) Uj 'UORNED jeuuo) e Jo Kyeuad eajjesiulwpe ue Buuapisuoo usym Buifxdde suopipuocd pue jou Jo uonoues uonnoesold ay)
BuLINOAR) UBUM UOHEISPISUCD OjUl USNE) 8q O} aJB JBY) SI0joey A8y 8y} pue us)e} 99 Ued Jey UoIde J6 SULI0) 8U) seijuspul Aoliod suonoues sy ‘sanssi
980U} SSEJPPE 0} $3895 [IDUNOY 3y} MOY JO SjiEjep sulIno sapiAcid pUe pneld jyeuag jo edusuelep pue UoRISIep ‘uojuaasid ey} o) Bujjeas Juswalels
UOISSIL S,JOUNOY) BY) INO sjes ABejellg pheld-1ejunod Jyeusag ayy * Aoljod Uoioues jysueg Xe] [Iounod pue BuisnoH , B si 818y ‘suolinoasold spyeusq
10 suue)} Ul ABejens pneld JOINOY Jyeusg Xe ] {ounod pue BuisnoH, € st asay} 'Alleoywads sloW AlUoYINY Sy} JO @Injonu)s Juswabeuew mau sy
apnjou) 0} peepdn useq sey Aonod sIy) Jeuelu| s 1ouUNoD AND 8Ul UG piay Si yolum Adijod uopdnuod 2 pneld Jejunog jelaush e sey |ouno) ARineyyl 'zt

-JaBeuepy sjjeusg ay) Woyj 9|qe|leae ale

asay} 40 531d07) ‘(JANC) SUCISUBY PUE SHJIOA JO Juswpedsq 8y} WOy POAIada) 2. ABU) Usym pue se Jes ||e 0} paleinaJid aJe selepdn 918 suoneinbal

oy} jie suie|dxe PUB JAAC 8UY AQ penss) SIE[NoUS slyBuag 8y} {IB SPIOY Yalum Aicioauiq siyoueg Sy L, 0} sequosqns ounod auL piey sepinb Ajpusiy
J9SN, 0SB 8J8 8JOY]| UONOSS SIBUSE 9y} JO SO0 UIBW BU} Ul PaUlEjUlew e sjuawnoop souepinb pue suoneinbal syeueq JusuNd jo seidod piey iy "L'i

:sBujpui4 jo Aupwiwing

"UOHEINAJID LI $9I0H{0 JO UOHBUILEXT
'[0J}U0S 3INSUB 0} djenbape JOU 8JoM PBAIOS) SIBMSUE Uaym usxepapun Buise]
‘@JIeUUOnSaNY
|0UCO [BUIBIU| - SHjEUSE X [IUN0Y) pue BUISNOM J0Oj XUIEIW V441D 9Yl UiLiM UonoalaQ Pue UoUdASLd PNeId J0) WelsAs qns syj jo uonaidwo)
JaBeuepy syjouSg PUE SSNUBARY PUE SISO UOHEBIISBAU| PNl YIM SUoISSNos|qQ

IMOIADY JO POION

$8inpadoid pue saidijod '}

V XiION3ddV

Sjijousg g senue;




UOH0aG pPreld dy) O} PAPIEMIO) S) BLUSYDS

Jabeuepy syysusg Isod YNQ 8y} Jepun psuwinjad jsod Jueasjal Aue

0102 19qo100 g PaMalnel aq ljm ainpasold ey puE ssnusAay | By} 2INSUB 0) PIJEINWIC) 89 0} Spsau ainpsasold v
0102 J8qo10 o) "sapoYIny £ ay) uiyim siuslusbuelse | tebeueyy syzousg ‘pedojaasp aq 0} jenuew jeuoiielado pajuaunsop
Jus.IND 8y} Jo Jybt| ul pasepisuod aq M Sy pue sanusasy A|Iny & saanbas 8oiMag paleyS SO oYL

‘pajepdn aq 0] pasu Aoljod
‘@oIneS | Jabeue syjeusg uoioueg syyausg pue ABajens pneld J8unco

117

A4

paJeys ey) Joj pajepdn aq |m sa101j0d |y PuUE senuaAsy | XeJ (I2uno) pue BuisnoH sjounos Ao alsited syy

{cv uopepusIWOIeY 0 J6j0) UOREBHSaAL) 0] 4BIS PNEY S)EUSq O} PALISYS] §| lBU PBUINYS. UONS Jey) BINSUS O} S|0.U00
OU 8J8 S.aLj} JSASMOH “JjEls JUBLISSESSE WOy eusjal B AQ Pej|jioe) 8q PINOYS S|} PUe 3d0JGAUS 8L} U0 SUORONIISUI LIORISUIP-01 I8 8I8Y) J POULIOJU|
9Q 0} paBU 8J33})j0 pnel] 'S80 JueWSSasse Aq WwelsAs ay) ul dn pexoid si i) pue YJew 04O PUE JO3OHS UINel ay) PUB LOHEIUSLINDOP SU} LM

"JeIS |ejsod Jueas|sl o UsAIB aq m Buiules) Joyun) jJey) paAleoel ale SeoUBINSSE pue payiele ek [IBIN [eAoy oy} ‘pepalipel Alejeudolddeu

useq sey |lew pue JyBi| 0} BLIOD SSOUBISU] YINS UBYAA 'SJONIOM LIS[R O} SUOIABLD USRIB BAOLISID SABY OS|B YDiym sedojeALe pasiWoisho ey}

uo suonnisul Jeajo Alen ey} eydsep einpaooid siy) mojio} SAem[e Jou SSOP |IB|y [BACY oU 1. ‘PEOJSUI J6pUSS B 0} JOBq JUSS S 8d0jRAUS SU)} JBy} SeInNsue
llew 1eAoy et} ‘sedojeAus 8say; 0ed|p-01 0} opew aJe sjdwsye J1BY} JuaAs B Ul pue UoiedIUNWIWOD sjaueq Joj pesiiin ase sedojeaus |e)peds Ageseum

J8yyabo) pauueos ale sedojeAus 'inpaecosd Sy} U)m SOUEBDPIOIJE U] 1OUNOD AYD) U} 0) peuIn)es o8 sedojeaus UONS UBYM jeu) Jaremoy Juededde si )| ‘gL

2inpadoud pesn Ajjeuoyeu e s| sy ‘etieyds jsod (YNQ) 1o8.Ips. jou op, @y ul sejedioied [ounod AiID eyl eyl ssesoud yipne auy) Buunp pejou sem 'l




‘pepiosal Suiuiesy pey Kjienoe pey pue Boj Bujujes; ay} ojuo pajelodiooul
U98q pey sjsuag UIYlim ejsiues Ul pejinioa) sesicjdius om) jse) 8y} Jey) pue pajeaasl Buppeyd jsa) ‘eep o) dn sem Goj ey jey) pauuuoo sem
1 pue pemaines sem JeisiBe. Jusung ay) ‘pepiodel Juswdojeasp jeuoissajoid Jo sHejep pue sjijeusg Ultim piey si Boj Builules) e jey; pajou eq pinous }| ‘52

(9y uopepusiuWOodY 0} 18J0y Jwee} sjyeusg s|siue)) buiisixs ey pue

puejadon) pue sjepIojy WO POLISJSURI) LEIS } JUBASISI |{e O} INO Pej|o pue paysijqe)ss aq o} spesu swwesboid Buuiel) mau v Jom jo abexoed pne}

89IAI08 PAJBYS Y YIM POJRIDOSSE YJOM [EUOIIPPE Sy} JO PUBLLISP 8Y) O} anp SIBek Om) 1se| a8y} Joao aoeid usye] sey Bujuiel) Yons ou JeAeMoH 'WejsAg
SHIOUSE BY) Ul PAAJOAU! SiSIED € yEels ||e 0} Jedi uoneBiseau| syjeuag awn N4 e £q papiaosd Ajesipoued ueeq sey Buiules pnel-pue oeds '

{gv uonepuswWoday 0} 18j8Yy) ‘Jels slysuag pue sanuaaay |je Aq dn paubis pue peje|dwiod 8q 0}

posU SULIO) PaSIARY 9SaU) PUB PesiAal ag 0} PasU SWIoj LOKRIBIDSP JBY) SUBSLL SaljUOYINY JBY0 JO jeyeq uo Bupliom aq M HounoD AlD eisieD yalum

Japun suewseBueile adiAles paleys ‘800z Ul doeq peubls aiem suuo) Jo Uoleq Jse| oy} pue uoneseosp e yons peufiis pey suokieas Jou ‘Jipne Jo awin ay}

v "siseq Aiejunjoa Jo pied e uo Jayye syeueq uo eslape Bulaib Apoq Jayjoue Joj YoM N0 ALeD 0} Jou 8¥BNSpUNn 0} PaaU Osje A3y 'siajew pejejel pnedj
uo suojisenb Buuemsue pue siseieul pajejal Jyauaq Aue Buuelsibas uonesepap e ubis o} pasnbes eJe eisie) Je sjyousg pue sanuASY UIYIM Jels ‘'€°¢

(pv uonEpuUsWWOdSY 0} J9§8Y) "USNENSPUN B O} PRBU SHIBYD JeyHny Aue Jaylaym abned

0} (JIoUnoD KUY SY) JO ANIGISUOTSS) SU} MOU SJB OUM) SBlUOLINY sAledsal snoja.d Ji1ey) Je yJels osay) 1o} $5800.d JUBLI)INIOS By} Ul JNO PALLIED aJoMm

$300UD [BUOJIPPE AUB I JBUM @jBNjBAS 0) Spaau JoBeuepy diusiauled ayi " Aloyine jsoy, ay; se Bunoe st Yolum esiues o} puefedon pue ajeplsily wodj
peLajsuel) Uaaq SABY SI90I0 BNUBASY PuE sjysueg 0/ Ajelewixodde ‘0L0Z SUNf | UO peleqiul aiem yoiym sueweBuee sajAIes paleys mau Japun '2'Z

"S9OUB)SWINGIID UONS Ul USYBHBPUN aq |[IM SHO8UD Jey) pealbe mou aAey jauu0sIad "8jeiojosl)(] 0 Uoles
Jayjous woJs Ajjeuseiu) epew S| jusinulodde ue § 8sed ay) Jarnamoy Jou s) sy Juawholdwo jo sueek aAl Ise| s enplalpul ue Joj Jybnos ese seousisel
juawAoidwe Aqeseym yels Jyeueg Buisnoy Joj sainpesold Juswiinioal [euisixa si jo Hed se Aojjod Buyea ayjoads e paysigelse sey 1ounod AiD sisied ‘L'z

:sBupul4 jo Arewiuing

‘BHEULONSANT) [01UOY [BLUSIU| - SYJSUSG XL |IOUNOY) pue BuisnoH 10} XUIBW Yd4diD 8y} jo uops|dwios
“JaBeuepy jeuuosiad pue Jobeuepy sijeuag pue SeNUBABY UM SUOISSNoSI]

:MBIASY JO POyl

gseeAoidwg jo Bujuiel] pue Buiap 'z




0102 48q0K0

0Loz Aine

0107 ysnbny

JeBeuep
sjijeusg pue

"80IAJaS paleys mall
8y} Uiyim yeis yjaueg (e 0} Ino pejjoi pue peje|nuio;
e 0} speeu swwelbosd Buuies pnely jue mau

: ‘W0
pasiAgi oy ubis pue 8je|dwod 0} pesu aoIAleS peJeys
SY} UIYUM JBIS B PUE PBPUBLLIE 8 0} SPESU JB)S
yauRg puUe SBNUSABY JOj WIO) UOHEIRIDAP SISaIau| 8y |

‘pPalinbel ere $308UD JeYLIN) JBLIBUM UO SpeW Uo|siDep
B PUB pajen|eas oq pinoys puejedo) pue sfep.e|ly woly

#e1s Sulugisuen uo pajeniul S3O8YD [0HUOD JUSLYINIOSY

pejeniul pue dn jas aq | swwelboud siy) sanuaAsy
‘gjqissod se uoos ‘Jabeuepy
SB 9SIN0D 8NP Ul IN0 PaLIeD 84 |1m asioexe siy] | diysieuped
‘palinbe. ‘Jabeuepy
8q 0) PalWeep se usNeuapun aq |jiim syoeys diysssupey
el o e e r————r—— ki R i ”.3; — aiop
TG

0ﬂ0ﬁ. V Uﬂmuc‘ / E.OHM“QOHHOU&&_

a[qisucasey

oV




—1abeueny
sjyeuag pue ‘PamalASI
senueAsy 89 0} aJe sauanb aujoy yiim Buieap Joj seinpeoold

ologhnr | o | peonposu) oq |

M S3Inpaooid pasinay

(2 UCHEPUSWILLIOIBY O} 19)0Y Jpemairsl ale sainpeooid Jey) PapuUSWILICOS) B10JBIaY)
81 )| ‘pPOA@Oa) UBaq PeY [|BD Uinjal ou ‘Bunjem jo sAep g Jeyy ‘PNel pejoadsns B Yim UOIOSULOD Ul JOQUINU & J0RIUOD 0} Y| sBessew [lewedioA e pue
sJnoy Buppom Jo SPISINO peucyde|s) sem Jeqiunu 8y d)ISGIAN SIoUR0D B} UO PBSILBADPE Si UDIUM SUINOH PEIPep & sey 8oljO sysuag Ulew 8yl '§'c

‘saiouebe |eusexa asay) yym aaey siabeuepy syyeusg ey} yolym anbojeip BujoBuo ay) Aq peuwyuos se seiouaby Jayjo pue gMa
oy yum sdiysuoneres Buisiom poob paysijqelse eaey Jeinofued U wee ) pneld auj pue [eseueb u) uonoes syeusg ay) ‘eopoeld poob yum aul ut oSty v'e

'S|eA98J JO SSBUBAIIOeYS pue AJjenb ay) Jaao Jebeuepy syjeueq

oy} JO S16pES] WES | O} SJeoO Pnel4 Ag 9jeudoidde asaym UaAIG st xoeqpes) ‘eojoesd poob yym suy uj 1Sl spneyj anjea YBiy pue snoles aiolu

oy BuneBnseaus o} usalb st Auolid AjBujsuidins JON ‘INo paxosyd eue sjeusal |je ‘sased InyBuiueslu ueyy sse| Bujeulwyie u| Jels peousuadxe AyBiy

woyy yoeoidde ssuss UOWWO B 0} 108lqns Se [e1onIO Jou i SIy) swl Juesesd ey )y 'WeisAs AWepedy syj U0 AJjioe) Jefiwis e SHEME UO(0eS PNeld au)
pue suoB sey eseou| ‘Bunes 3si & pepiAcid YoIum BiNpeyds peseq Xijew Wwa)sAs ,asesu|, 8wy o uonetuiojul Jueasiel Ind Aisnoiasud uoloeg pnesd eyl €'

"uOEBISAU| JOPUN [1S JOYI0 By} pue pejebisaAu| USSG PEY YOIUM JO & JIPNE AQ PAUILIEXS SJ0M UOIUM S[ELSJ8) yons Al Buipniou pajeblsenu

919M B PUB SPBW SJOM S[RLISJOI YONS 9ZZ '01/600Z Buung "uoneuLIojU) JUBAS}SS JaUio Aue pue pneyy Buioedsns Joj suosess 8y} jo s|ielep yim Jayiabo)

washs syeueg sy} Woly ARosip sJell YoIym uoneuLiop feucssad s juewie ay) sulgjuod uuoj ey "sopoeld jsaq Bujeq se sjeiopadsul pneld yeueg
auy Aq penocidde useq sey wuoy sy ‘sieoO uonebisaau| pneld o) swieo Jusinpnel) aiqissod Jajed 0} SI00LJ0 JusLUSSasSe AQ pesiin SI WO PlepuBS ¥ "Z'E

(oAOQE gy UOHEPUBLUWIOISY O} 189 ) SLUIY SLUOS JOJ USNELSPUN U] JOU SBY YJ[ym aAoqe o) peusasal Bujuies] ssauslemy
pneJdd ey) Jo Med Jofew e s siy 'Phels Jeusq 2|qissod Jejal pue Ajusp) 0) Moy uo souepinf aaey o) peeu ssesoud sjiyjeusq au) Ul PIAIOAU! JBIS L'

:sBupuiy jo Lieununsg

‘l0UoY 2unsse 0) elenbape J0U 21oM SIeMSUE Uaym uexepapun Buijse)
"IBUUONSOND) [0AU0D [BUISIU) - S)aURE XE . 1I9uUno)) pue BuisnoH 10) XLIBI VdID oy} Jo toysdwo) e
"*SJ80YJO) UoHEBNSeAU| pneld YYM SUOISSNOSI(]

:MBJABY JO POYIOW

s|eliajey pneiq

k>




as|oiaxe _Emc
ey} jo yels dn sewoo as1219X@ [ENUUY | S)iyeueyg pue 8Aljeljiu| pnel4 |eUClIEN |BNUUY 8Y) UC SHOaYD-
ay} 0} Joud o) X8U 8y} usym pPaJlapisuoo aq [m yoeoidde ay | sanuaAey Buiyenspun o3 pasinbal s yoeoidde pajeble; aiow v 8V

PER LT

[ P : Ol R I e Rk

) SUG[SY peeJby / UopepueWuiooey BMES] e | TR
'InNAinYy 29 0} ¥0o] jey)) asoy} Ajuo
‘dn pamoj|os S| Lojew K1eAe Jey) uoiejoadxe ou s 2J8y) Jey) PaULLOD BABY UOISSIUWOY) JIPNY 8y ) ‘Peiedo| Sem pnelj Aue 40 9OUSPIAS OU ey} Jnsa.
ay} yim peje|duwios Ajjueoes sem as121exs ay) pue BujLNSUOD Bl pUe N0 UMEIP 3 ued ssedold anlebnseau; ey "seakojdwe Jo sesseippe ay; BulAjoAui
SWIE Jysueq uo usxeuspun 8g pinom sxo8yd aaisusyaidwos ‘ssesold BUNDAYD |4N Y3 opisBuole jey) ey peplosp sem ) “Aledosd ay) je Jaysibal
0} pajiey pey juswielo ey) oym eakojdis |1puNod eyl jou Jnq JuBWIE(O JBUaq By} jsulebe o usye) BJam suonNesald JAQ JUBAS BY) U| e P8Al pey Jo
1e po|| seakojdwe [DUNDD jeY} SesSaIPPE UM PSIEI0SSE SWIEJO JO JOQLUNU B JOAD 8S0JE SONSS] 'udNeLepun Buieq sem ssesoid 14N 60/800Z @U} ISIIUAA ey
(8v uopepuswIWOI8Y 0} J8}8Y) "S30JN0SBI PBJILI| JO B8N JBRBY SNELU O} PEJBN|BAS-8J Si ISI0IOXS
SIU3 LD UOHEIO|[B ©2JN0SA ey} PapuBLILLIOIa §| i asiolexe Buiyoews ejep |4N enuue ay) uo usseENepUN ARUBLING YoM JO Junowe abile| sy usal v
"JO aleme
s Ajioyiny 9y} yoiym Jnoqe UoNBULIoUI 8y} jo no Buipeam, pue ,umop Bulwwils, € aq 0} speeu 840y} Inq A8} ued saLeACIes JuewAedIono JO s)nsal
aU) se uojjoag s)yeueg elf) 0} anjeA SWOS JO 8| 8sjolexe By} Jeu) Pajels Sey JeoyO Pneld 8yl JaAeMOH "pejeades Buleqg sueak snojasid woly spodes
IIN Ui paXoayd ueeq eAey jey) seyoKew yum wejqold Jofew e osfe s| esey ] Auoyiny Sy} O} UMO pue patepep Ajin) pue Apedold $| peyRUep! ewodul
aJeym ssyojew Jo spespuny Ajjesey| ybnouy; Bujmel) asjoiexe ue BuIAjoAul BUiLINSUOD Aj@Walx9 ‘SNOLIOGE| §] Yojum SS990.d uopeBolsul Jusund 8y} jo
SSBUBAJIBHe JO XOB| 8U) UO UOISSILIWOYD JPNY 8YL 0) UsAID Usaq sey yoeqpead 'seydjew jo Ajuolew ay) Jo 8oUBASS. JO YOB| 8Y) PUB PRAJOAU| SIGqUINU
ofiIe| ey} eydsep pexosyo ale saydJeW BlEp |jB SS9|8YLBASU JNG PAN|BA S$3| §I SSIDJ8XS |JN 8y L ‘@0UBA9JRJ 8} ueAIl wee ) uonebnseau| pnely ey Ag
penjea Ajjealb si ejep Bujyolew ejep suyj pue SWEH ey 0} Yoeq pepods. aie $8s10JeXa SIWGH Y3 JO SUNS8J Y 'S|SBq [enuUe UE Uo esllaxe bulyoieuws
ejep (14N) eAnenu| pne.d [euoyeN ey pue siseq Alyluow e uo (SWaH) soneg Bulyolepy seueg BuisnoH au) ul sejedpiued jpUnod AND ejsiked L'y

:sbufpui4 jo Liewuung

|oAU02 2INSSE 0} BJENDSPE JOU 810M SJGMSUB UBUM Usyeuspun Buiiss] »
"adleuuoisany jouU0D [euleju] — spjsusg Xe |, |Iounc) pue Bursnol Jo) Xule Y 441D ou jo uonedwon e
SISOWO su0NEDHSeAU| PNBIJ UM SUOISSNOSIC]

+MEBJABY JO POYoWN
Buiydsjey wjeq ‘v




1840190 o) sjuswabuele | sjjeuag pue ‘POMBIAS. 8q O} Speeu

mo_zom nmcmcw Jepun voﬁmvn: aq [m mm_o__on 4 sonuaAey | uopeBiseAu| pnesd 10§ JONPUOD) JO BPOYD JUBLND BY ) | '8V

anss]

(14V UCHEPUSWIIOISY O) J0JaY) "SISNJOM JO WEe) YSI YBIY SiU} 0} uiley Joj jefjusjod ey} aonpel
0} $|04U0D pue sainpeoosd Jo suue) Ul dyoads Bujyiou I 818y} ‘S)SIA SPISING Joj suopng olued yim s|qefieAR aie saucyde|e) Sdo pue (Adtjod Bupjiop
- U0 ‘B'e) siojednseau pneyj syjeueq Jo Ajejes ey 108josd 0} Pasiin aJe Jey} S{0AUCI/s8INPesosd [BISUSD SWOS Bl BIAY) JS(IUM Jel) POJOU SEM }| ‘GG

"JeuBnU; 1oUN0Y 8y} Uo pue ssaid ayj ui yioq pasidlqnd Ajjesipouied sie suopnossoxd |njssaoons sesodind juelisiep 104

"dM( @Y} 0] JUOS Je S|IElep |18 4N220 senjeusd Jo suoines alaym sesed o} Bujuiened UoIIeULIOU! JUBASISY || "SHOBYD SoUBINSSY AJllEnt) SaMEW oum

JoBeuepy syyeusg sy Aq Jo paubls ag 03 aaey suonoues pasodoud Auy “Jebeuely sjyeusg ay) Jo siapee wes o) papodal aJe asay) usy) ssacoud

uonebnseau; sy) sledw) Aew jey) sweisAs sy) yum swejqold Aue pul siojebisaaul pneld § ‘abejs suonoues auy) Buiyoeas usym pede ||e4 |im 9seo 3y}
ey} Buleq 1se) pioe ey} eouepint pue suonenBas Aioinjels yum Aidwoo suonebyseau jje Jey) ainsue seinpesosd ‘suonebiisaau; Buibeuew jo suus) U] p'g

(01 V¥ uopEpUSLLLIODeY O} 18j0Y)

JuaLelep e apinold 0} UsHeJePISUOD JO AYLIOM UOROE JO 98IN0D B 8q Aew s1y] ‘uodn 8)n2esold 0} S8S00UD JIOUNOD) BY) Jey} aouayo ue Ajualino jou

S| S|4} PUE YiMm Jjeep Ajjlenioe aJe Xe| |1ounod uo Junodsip uosied o|Buls jo Joadsal Ul uondeosp Kouednooo 9jBulg Jyeueg Buisnoy o) Buipes| dn sxew
pioyasnoY JO JWOoouUN pesociosipun Aue Jo 1oedsel Ul 8SED 8y} sI siy} 'pajedinseaul ase papodas pnelj Jo sadA) ye jey; Suunsua sainpedosd jo suue) U} 'g'g

(6v uopepuswWWOdN 0} 18)8Y) 81ep 0} dn jou s| }i pue ( JUINop

oy} jo ssausaidwod [|e1aA0 ayl yum diay pinom Aojod siuj jo uonuaw B jauenul ay) uo Aonod umo sy Butaey ) elidsap pue vdIX jJo souassjal Jualedde

ou Ba) sdeb ae aiay) INg aAisuUsYSIdWOD S JUSWNSOP aY] "IV YliM SOUBPIOIOE Ul PSIONPUOD SMBAJISIUL pue suolebiisaaul e pue Jonpuod Jo

8p02 8y} Yum uonauniuos ul Any 3iom s180 ‘018 sede)l ojpny JO aSN By} ‘sjuatuS)els UsRLm ESEEOE_ 40 98} ‘SUOINED 'IDVd ‘pajeBiiseaul Buleq

ejdoad jo Buiuonsenb pue Juswieas) sy ‘se|diouud [eseueb sapiaoid pue sioleBiiseau| Aq pesnbai: wsiBUOISSS)cId pue JONPUOD JO SPJEPUEB)S WNtUIUL
8} S3UINO JUSWNSOP SIY | ‘Jeuediul S 1ouNoD AN 8y} uo piay si pue paysiqelse usaq sey siopebiseau) pnelj Joj sonoeld pue JoNpUod JO 9pod Y 'S

‘5J8pEeT Wes | 0} AloalIp 9say) JoJaJ Asy) SUCREPUSWIWOIa) AUB 8.t Aay) pjnoys pue $58204d JUBLUSSISSE ay) Ul JBABOSIBUM JUSLLISAIOAU]
OU eARY WES| PnEld 8L "UOIUN; JUSWSSOSSE Jauaq ay) JO Juspuadapul ale sioyebiiseaul Pnedj Jey) seinsue Jey) sennp jo uonesedes ||n e sy aJeyl “L'G

:sBupui4 jo Arewswing

|O4JUCD BINSSE O} SJENbEPE JOU SJOM SIOMSUE USUM Uaepapun Bujise) -
*BJJBULOISSND) {0J)U0D [EUIBIU| — SHJauag Xe | 1DunoD pue BUiSnoK o XuleW Y 3dID oy} jo uopeidwo)
$1eoY0 uoneBnseAU| Pned UM SUOISSNOSI] e

‘MOJABY JO POYIOW

suopeBpseau| buibeuey pue Bupjedepun '




oLz
RA0P0

0102
194010

0102

"80IAIBS PaIBYS U} Ul Yels ySu . ||e
1oj pemairel 8q ||im sjuswabuele Ajajeg pue yyeeH

'PeIPISUI0D aq ||M SOSED }S9) ‘Wwes |
PNEJ- SU) JO UOKOIPSUN 8L JOPUN JOU S} SIY} ISIUAN

JoBeuepy
Sjijsusg pue
sahuanay

iabeuepy
spjeusg pue
senuanay

Jobeuep

siojebiseau| pne. jo uonoajold ay) Joj pasepisuod
aq p[noys sjoJjuod pue sainpssold oyoedg

“jnoeasip uossed a)6uis Joj sueo Jueinpned;
Bupnoesoud o} uaalB eq pinoys uoneleapisuc)

424

oLV




0102 ysnbny

e|qissod
$E UoOoS sy

‘paoejdes aq ||m sjauiqeo Buijy Bunsixgy

‘suolenbal 1o Aoljod Jayjie Jo yoeeuq
OuU $1 8J9y} JeY} a.nsu8e O} Uae) uoloe Alessaoau sy}

puB PaMSIAS) 94 (IM P9y uoheuLoul

5 ik iR

e R o B

eA9|el 9y

Tobeuen
sjyouag pue
senuaAsy

Jabeuepy
sjysusg pue

SONUIARY

Alessasoeu
se A|@inoes se piay Buieq jou S| Blep {eRUIPYUCD)

‘Koyiod uonualal
ejep 8y} jO 3pISINO {|8} JO JOY UCHI80.d BlE(] 8y

_yoeaiq Kew yoym piay Buiag s) ejep pasuaindwio)

eV

(£1V uopepUsWILIOIsY 03 J8yay) peoeidal aie sjeuIgeD Buyy JUBLIND OU) JeY) PIPUBWILLIODSI S|} ‘920 pneld ay)

0} SSR00E 2I0J0I0Y) PUE SADY SABY JBIS salj|Ioe) Joyi0 awos pue siadasy ‘yeis Buiueed sy 'pexoo) eq Jouusd Jey) sisuiged Buly plo vt Jdey Jeremoy ale
SpJoDal By 'WEeS ) pneld By} U) Jels JO Jaquiall e AQ POPUINEUN UBYM PaXO0| SI JeY} 313UaD JIAID Y} UIYIM WO B Ul piey e spJodal peseq Jeded '€'9

(ZJY UOCHEPUBWILLIOISY 0} J0j8x)S8I01j0d LOUSIe) BJED PUE UOHEDIHSSEID LOIBULIOMN S,udliesiueblo sy} yiim SoUepJodoe. Ul S| Bjep

siy} Jo Buipjoy ay3 Ji USAIB 8q 0} SPESU UOHBISPISUOD PUE PO SIBSA (| SEM Udiym jaeyspealds e Uo payijuep] sem ejep awos ssesoid Jipne ey} Buung "'

‘0L/0L/ZT uo sasdxe yoiym (2 esoding ) 2o¥81L66Z uonensiBay Jepun sesodind

UoH03104d BIEP J0} JOUOISSIWIWIOS LCHBULIO| 8Y) Yum pass)siBal ale sjoelgns Blep ey} pue WeisAS Siyeueg ay) UIYiM USHELSPUN XIoM 8y} Jo (Y

:sBupuld jo Arewnwung

19

uonoadsuj jevisAud

10J]U0D 3Jnsse 0} 81enbape 10U 9JeMm SIIMSUE LUBUMm ussepspun Buysal
‘9JBUUIOHSANT) [0JjU0Y) |BulsiU| — Siyeuag Xe] [1ouno)) pue Buisnol 1o) xew v 4d1D ou) Jo uons|dwod

‘$199Y0 uonebnssAuj pnelq YIim suoissnosig

[MIJARY JO POUIOW

ejeq Jo A3UN99S ‘9




Ap
m r_,E Resources
CITY-4OUNCIL

Audit Services

Audit of Payroll

www.carlisle.gov.uk

Finell Report

10 June 2010
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-----

Reports\Payroll Draft Audit

Resources Personnel Manager For Action _
There are matters arising/recornmendations
from this. review which require your attention.
Please refer to the indicated areas of the action
plan for personnel,

| { Resources Pay & Rewards Manager For Action

! There are matters arising/recommendations

| from this review which require your attention.

1 Please refer to the indicated areas of the action

! pian for payroll.
i | Resources Senior Personnel Officer For Iinformation
| | Resources Assistant Pay & Rewards Manager | For Information
| | Resources Financial Services Manager For Information

‘ Please note: The Chief Executive, Deputy Chief Executive and relevant Directors receive a copy of the full final
| report (management summary and appendices showing the matlers arising, recommendations and agreed
actions). The Audit Committee will aiso be presented with a full copy of this final report at the meeting to be held
on 22 June 2010.

e . .




Audit of Payroll Services

Audit Report 2009/10 Management Summary
1. Reason for the Audit
1.1. The audit was undertaken in accordance to the 2009/10 risk based audit plan. The payroll

2.1,

22

3.1.

audit is classed as a ‘material review’ whereby it is considered a fundamental financial system
of the Council. The review has therefore been carried out on an annual basis for many years.

Background Information / Summary of the Audit Area

Carlisle City Council payroll is administered by Operational Support and is a Personnel and
Payroll function. There are five and half full time members of staff with directly linked roles to
the production of the payroll although in addition some Personnel staff, administration staff and
IT staff have a role in the operations. There is no segregation of duties and responsibilities
between the operational administration of Personnel and Payrolf systems.

The service is responsible for all the pay of contracted and casual staff, community centres’
staff salaries and members’ expenses. The service relies on the Trent IT System which
interfaces with the Council’'s main accounting system.

Associated Risks of Providing this Service/Function

Examination of the Risk Registers noted the following risks:

Risk: y
Description: Loss of key people during a time of
difficulty/change.

Current Action Status/Control Strategy: Written procedures;
more than one able to carry out key tasks.

Risk: Increase in sickness absence. Operational M
Description: Increase in sickness absence during a time of
difficulty/change.

Current Action Status/Control Strategy: Action Plan;
Occupational Health; Directorate stress audits and actions;
stress report to SMT; Wellbeing Strategy; early intervention by
managers bneﬁng!update for manggers

format Operational L.
Deseﬁpﬂon. lnfonnaﬁon sym s dysfunctson '
Current Action Status/Control Strategy: Addressed during
impiementation of Trent.
Risk: Inadequate resources (due to vacancy management etc) Operational M

to deliver our full range of services.

Description: Inadequate resources (due to vacancy
management etc) to deliver our full range of services.
Current Action Status/Control Strategy: Reorganisation;
prioritisation; workload dropped/re-allocated; budget bids.

Risk: Payment to ‘bogus individuals’. Operational L
Description: Payment to ‘bogus individuals’.

Current Action Status/Control Strategy: Ensure that staff
involved in setting up employees and Members are not invoived
in the distribution of payslips.

Risk: Failure of IT system leading to non payment of staff. Operational M
Description: There is a risk that staff and Members will not get

paid in the event of failure of IT systems.
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Audit Report 2009/10 Management Summary

4. Scope of the Audit

4.1, Audit testing and verification have been carried out to form an opinion over the effectiveness of
systems and controls in place relating to the risks identified. Key areas for review and a
summary of the findings are outlined below.

T e

e AR
Sl B SR

ARAS A L as

Follow p

Starters -

Deductions

Variations

i eavers

Payments

S B R

Reconciliation and Security of Data

5. Overall Conclusion of the Audit Review

5.1. There were some good intemal controls found to be in operation within the administration of
payroll. However, there were numerous areas where improvements should be made to ensure
that there are robust controls in operation. The main grade B areas identified include:

Monitoring of CRB checks assigned to posts to ensure appropriate checks are carried
out;

Follow up of new starter contracts of employment that have not been signed;

Eligibility checks should be carried out with evidence placed on file each;

There should either be full compietion of New Entrant Documentation List as it is with
the boxes crossed out when not relevant or a review of the list should be performed so
that only essential checks are listed for completion;

Two references should be received and evidence on file with explanation if this is not
possible;

Retention of copies of qualifications on file, or a clear note of the qualifications that
have been checked as evidence;

Independent review of data input to Trent;

Segregation of duties and responsibilities between personnel and payroll administrative
functions;

Personnel spot checks of individual files for completeness and accuracy and
compliance with personnel policies and procedures:;

Inclusion of the lack of segregation of duties and responsibilities as a risk within the
operational risk register for monitoring;

Reminder and awareness of service managers of their duties and responsibilities within
the recruitment process and prompt filing of personal information by Operational
Support staff;

There should be ownership of the Payroll Processing Checklist i.e. it should be signed
and dated by the member of staff when action have been taken; and

Verification of the payroll independently of the Payroll Section to ensure the
completeness and accuracy of Trent

6. Grading of Audit Recommendations

6.1.  Each recommendation/agreed audit action in the appendices has been aflocated a grade in
line with the perceived level of risk. The grading system is outlined below:
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Audit Report 2009/10 Management Summary

6.2.

6.3.

7.1.

Lack of, or failure to comply wutha key contfo admgto a 'fundamental
weakness.

Lack of, or failure to comply w:th a key control, leading to a significant system
weakness.

Lack of, or failure to comply with, any other control, leading to system weakness.

OOl wm| >

Action at manager’s discretion.

There are 15 recommendations arising from this review. 13 at grade B, 2 at grade C.

The previous audit reported 11 recommendations, 5 at grade B and 6 at grade C, of which 5
were found not to be effectively implemented.

Statement of Assurance

Based on the audit approach, issues and the grading of the recommendations arising from this
review it is considered that a restricted ievel of assurance can only be given in relation to the
systems of contro! {(see definition below).

1. Substantial

Very high level of assurance can be given on the system/s of control in
operation, based on the audit findings.

2. Reasonable

Whilst there is a reasonable system of controi in operation, there are
weaknesses that may put the system objectives at risk.

3. Restricted Significant weakness/es have been identified in the system of intemal
control, which put the system objectives at risk.
4. None Based on the results of the audit undertaken, the controls in operation

were found to be weak or non-existent, causing the system to be
vulnerable to error and/or abuse.
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APPENDIX K

REPORT TO EXECUTIVE

www.carlisle.gov.uk

PORTFOLIO AREA: Governance and Resources
Date of Meeting: 4 June 2010

Public

Key Decision: No Recorded in Forward Plan: No
Title: STRATEGIC AUDIT PLAN AND AUDIT PLAN FOR 2010/11
Report of: Assistant Director (Resources)

Report reference: RD 4/10

Summary:

This report gives details of the updated Strategic Audit Plan and the proposed Audit Plan for
2010/11. The report was initially reviewed by the Audit Committee on 9™ April 2010 and
agreed subject to the plan being amended to more clearly identify certain audit areas and to
provide further information detailing resource utilisation. These changes have been
endorsed by the Chair of the Audit Committee and duly incorporated into this repott.

Recommendations:
Members are requested to: -

» Consider the revised Audit Risk Assessment (Strategic Risk Based Plan), which is
attached at APPENDIX A prior to submission to Council for approval.

e Approve the Internal Audit Plan for 2010/11, attached as APPENDIX B.

« Note the Risk-Assessment Model attached as APPENDIX C

Contact Officer: N. Pearson— Interim Audit Manager  Ext: 7292

Note: in compliance with section 100d of the Local Government (Access to Information) Act
1985 the report has been prepared in part from the following papers: None



Executive Report Reference
4™ June 2010 RD 04/10

1

1.1

1.2

1.3

1.4

STRATEGIC AUDIT PLAN AND AUDIT PLAN 2010/11
INTRODUCTION

Under Section 151 of the Local Government Act 1972 and Section 114 of the Local
Govemnment Finance Act 1988, the Assistant Director (Resources) is statutorily
responsible for the proper administration of the Council’s financial affairs. In addition,
the Accounts and Audit Regulations 2003, as amended by the Accounts and Audit
(Amendment)(England) Regulations 20086, require the Council to “maintain an adequate
and effective system of internal audit of its accounting records and of its systems of
internal control in accordance with the proper practices in relation to internal control .

Internal Audit Services are an important resource in enabling the Assistant Director
(Resources), the Audit Committee and the Council to fulfil their duties and it is important
to ensure that the work of Audit Services is effective so as fo give assurance of the
probity of the Council’s financial affairs. This applies whether these audit services are
undertaken fully in-house, via a bought in or managed service or through shared service
arrangements. In 2010/11, Carlisle City Council, Cumbria County Council and Copeland
Borough Council will at some point during the financial year adopt a formal shared audit
service {0 help facilitate an effective system of internal control. The audit plan has been
formulated on the basis of the direct audit days available under revised arrangements.

It is appropriate that the annual Audit Plan should be presented to and approved by the
Council’'s Audit Committee at the start of each financial year. This gives Members the
opportunity to question the Assistant Director (Resources) who carries Section 151
responsibility and the Head of the Audit on the proposed programme of Internal Audit
work for the forthcoming year. It is also appropriate for Members of the Audit Committee
to consider the “Audit Risk Assessment (Strategic Plan)” - prior to submission to the
Council for approval. The plan reflects amendments discussed at the Audit Committee
of 9™ April, which will assist the Audit Committee to better monitor progress against the
plan.

Members should note that performance against the 2010/11 Audit Plan, together with
any issues arising, will be reported to Committee on a quarterly basis.

2 STRATEGIC PLAN

2.1

in accordance with the provisicns of the Accounts and Audit Regulations outlined in
paragraph 1.1 above, the Authority is required to comply with the “CIPFA Code of



2.2

2.3

3.1

3.2

3.3

Practice for Internal Audit in Local Government in the United Kingdom™. This Code
states that “Infemal Audit should prepare a risk-based audit plan designed to implement
the audit strategy which is approved by the organisation, taking into account the
organisation’s risk - management process”.

This Authority follows the above approach - which accords with current thinking in the
Audit Profession - and plans only for one year ahead, based on the perceived and
changing risks that the Authority is facing at any given time. The agreed method is to
use a risk-assessment model to calculate the relative risk related to each area of the
Authority’s activities subject to audit review.

The County Council's Audit Manager who will be assuming responsibility for the City
Council has reviewed the plan, and confirms it has been prepared in line with best audit
practice.

RISK ASSESSMENT MODEL

The Strategic Plan (entitled “Audit Risk Assessment — Strategic Risk Based Plan”),
outlined as Appendix A, has been updated based on known changes to procedures,
findings arising from Audit reviews etc. The Corporate and Operational Risk Registers
have been used in the risk-assessment process as appropriate. Reference has aiso
been made to those systems that have been identified by the Directorates as being
“business critical”. Whilst still in effect an Audit Plan, this approach does not envisage
coverage of all audit areas over any pre-determined period. Instead, this model shouid
be reviewed alongside the summary audit plan for 2010/11 at Appendix B which sets
out those audits scheduled for completion in the year. Successful completion of the plan
is dependent on the number of Audit staff available, ad-hoc demands etc. Where
possible, audit reviews have been grouped together to develop the “theme-based”
approach.

The Risk Assessment Model is attached for Members’ information as Appendix C. The
model itself is in line with a version that has been endorsed by CIPFA and by the
Institute of Internal Auditors.

The model excludes “material reviews” which are fundamental to attaining good
corporate governance and stewardship in achieving accountability and transparency.
These systems have a high impact on the main financial system and therefore on the
Authority’s accounts. These reviews are undertaken regardless of their “risk-score” on

3



an annual basis as required by the Audit Commission. In 2010/11 there are 12 specific
material audits (see Appendix B) which will receive varying levels of coverage
dependent upon the scope of the review and level of assurance attained from the
2009/10 audit process. Including carry forwards from the 2009/10 programme of work,
the overall allocation to material audit work is 200 days which also includes a
contingency of 15 days.

4 OPERATION OF THE REVISED RISK-BASED ASSESSMENT

4.1

As will be seen from the “Audit Risk Assessment — Strategic Risk Based Plan” attached
as Appendix A, which covers in all some 84 potential areas for review, the “Calculated
Risk Indicator” ranges from 3 to 90. This gives a range of 88 “risk-points” between the
highest and fowest risks, from which the “high”, “medium” and "low” risks have been
calculated as follows:-

RISK POINTS RANGE NUMBER OF REVIEWS %

HIGH From 66 to 90 15 18

MEDIUM From 33 to 65 38 45

LOW From 3 to 32 31 : 37

TOTAL From 3 to 90 84 100

4.2

4.3

44

This method of calculating the risk is of course dynamic and, necessarily, to some
extent subjective. Once an audit review has been completed, a decision is made as to
whether or not, based on the findings of the review and management action taken on
the recommendations made, any of the element/s in the calculation need to be
changed.

A contingency of 39 audit days has been set aside for any significant extra demands on
audit time, which will be recorded and reported to members in the quarterly Audit
Services progress reports and any significant variances will be authorised by the
Assistant Director (Resources) as necessary.

To enable the Audit Committee to monitor progress against the plan, the summary audit
plan at Appendix B shows the estimated number of days for the completion of each
audit. The allocation of days is a best estimate of the time required to complete an
audit, which will be reflected in audit scopes. If it becomes apparent that the number of
days will be insufficient to complete the work, the Audit Manager / Principal Auditor will
be responsibie for either authorising additional time or reducing the scope. Significant



45

4.6

4.7

4.8

4.9

variations to the plan will be reported to the Audit Committee. Other than the material
systems reviews and 40 days for low risk work (see 4.7), the summary audit plan
2010/11 predominantly comprises audits identified as high risk at Appendix A.

If requests for any new areas of work arise during the year which are likely to take more
than five days, a Variation Form will be completed for signature by the appropriate
Director and the Assistant Director (Resources). On occasions, situations may arise
which requires an instant response — e.g. fraud investigation — hence the incorporation
of the contingency previously identified. Under this revised approach, the plan is
therefore “self-determining” in terms of the work required. Any significant changes to
the Plan will be reported to Members periodically.

At the commencement of each review, an Audit Brief will be prepared and
subsequently agreed with/by the Audit Manager or Principal Auditor based on the
system/s in operation, perceived risks, changes since previous review etc. It is the
responsibility of the Audit Manager/Principal Auditor to ensure that time taken on each

review is reasonable.

It can be seen from the above approach that a significant number (31) of the areas
listed on the Strategic Plan as “low-risk” would be extremely unlikely ever to rank highly
enough to warrant an audit review based on their current risk indicator. A revised
approach to “low-risk” reviews was agreed by Members at the meeting of this
Committee in April 2008. An allowance of 40 days is now included in the Annual Plan to
review a small number of low-risk areas in order to gain assurance that the risk-model is
operation accurately at both “ends of the scale”.

This also provides the facility to have a number of smaller, quicker reviews to fall back
on when — inevitably — an audit is delayed through staff absence, unexpected events
etc. together with a means of “basic training” for new/inexperienced audit staff.

in terms of overall coverage, Appendix B reflects that the minimum number of direct
audit days available under the revised shared service arrangements is 519. The figure
reflects that the total time to be utilised during 2010/11 will facilitate the completion of all
material reviews and foliow up work leaving over 300 days to be allocated to mainly
high but also a number of medium and Jow risk system based audits.



5 RECOMMENDATIONS

5.1 Members are requested to:-

Consider the “Audit Risk Assessment — Carlisle City Council Strategic Risk Based
Plan 2010/11” that is attached at APPENDIX A prior to submission to Council for
approval.

Approve the Internal Audit Plan for 2010/11, attached as APPENDIX B.

Note the revised Risk-Assessment Model attached as APPENDIX C

6. REASONS FOR RECOMMENDATIONS

6.1 In order to meet the requirements of the CIPFA Code of Practice for Internal Audit and
to facititate the Audit Committee’s rules of governance.

7. IMPLICATIONS

Staffing/Resources — Serves to ensure the appropriate use of Internal Audit
resources.

Financial - The revised shared service arrangements facilitate financial savings
Legal — Not applicable
Corporate — Not applicable

Risk Management — The Strategic and Annual Audit plans are formulated in
accordance with a full evaluation of Authority wide risk.

Environmental — None
Crime and Disorder — None

Impact on Customers —- None

Equality and Diversity — None



Impact assessments

Does the change have an impact on the following?

Is the impact
Equality Impact Screening Impact Yes/No? positive or
negative?

Does the policy/service impact on the
following?
Age No n/a
Disability . No n/a
Race No n/a
Gender/ Transgender No n/a
Sexuat Orientation No n/a
Religion or belief No nl/a
Human Rights No n/a
Social exclusion No n/a
Health inequalities No n/a
Rurality No n/a

if you consider there is either no impact or no negative impact, please give reasons:
The Audit Plan as proposed does not have any impact on any of the identified equality issues.

If an equality Impact is necessary, please contact the P&P team.

Assistant Director (Resources)

April 2010.



Carlisle City Council Strategic Risk Based Plan

AUDIT RISK ASSESSMENT

APPENDIX A

Ext-eméi F-unding { Grant
Resources RISK BASED Monitoring 90 High
Community Engagement | RISK BASED Customer Contact Centre 89 High
Grounds Maintenance, Parks and
Open Spaces (inc Park Wardens,
Arboriculture & Landscape
Local Environment RISK BASED Services) 86 High
Resources CORPORATE | GIS 79 High
Local Environment RISK BASED Recycling 77 High
Carlisle Tourism Partnership (inc
marketing, TICs and Conference
Economic Development RISK BASED Group) 77 High
Facilities Management / Building
Resources RISK BASED Maintenance 72 High
Property Portfolio (AMP,
management arrangements,
Resources RISK BASED acquisitions, disposals) 70 High
Local Environment RISK BASED Street Cleaning / area maintenance 70 High
Tullie House - arts and museums
Community Engagement | RISK BASED inc Guildhall 69 High
_ Community Wardens (Eco / Dog ‘
Local Environment RISK BASED Wardens} 69 High
Community Engagement | CORPORATE Partnerships 68 High
Carlisle Renaissance CORPORATE Carlisle Renaissance 68 High
Economic Devefopment RISK BASED Local land and Conservation 66 High
Local Environment / Insurance - including coverage of
Resources RISK BASED Playground Maintenance 66 High
Resources CORPORATE Recharges 65 Medium
Community Engagement | RISK BASED Community Events 61 Medium
Food Standards incH and S
Local Environment RISK BASED inspections 58 Medium
Resources RISK BASED Procurement 57 Medium




Chief Executive's Office CORPORATE Sickness Monitoring 56 Medium

Local Environment RISK BASED Pest Control 55 Medium

Commbnity Engagement | RISK BASED Children & Young People 54 Medium

Resources RISK BASED Garage 54 Medium

Resources RISK BASED VAT 53 Medium
Media relations, PR, Corporate

Chief Executive's Office RISK BASED Identity & Marketing 49 Medium

Resources CORPORATE Flexitime 48 Medium

Local Environment RISK BASED Public / Street Lighting 48 Medium

Governance CORPORATE Tendering / Contracting 46 Medium
Highways Maintenance (inc

Local Environment RISK BASED Claimed Rights) 46 Medium
Business Continuity Planning (Inc

Chief Executive's Office CORPORATE’ IT Recovery) 44 Medium
Transport and Plant- Repairs &

Resources RISK BASED Renewals / Asset Register 44 Medium

Community Engagement | RISK BASED Community Engagement 44 Medium
Supporting People
{Homelessness/Hostels/Housing

Community Engagement | RISK BASED Assoc) 43 Medium

Resources CORPORATE Risk Management 43 Medium
Community Safety & Anti Social

Community Engagement | RISK BASED Behaviour - CORP 43 Medium
Quality Management /

Governance CORPORATE Accreditations/ Standards 43 Medium

Local Environment RISK BASED Talkin Tam 43 Medium
Training and Development

Chief Executive's Office RISK BASED {employees & Members) 42 Medium

Community Engagement | CONTRACT Monitoring service delivery of CHA 42 Medium
Electoral Registration and inc.

Governance RISK BASED Fees and Expenses 42 Medium

Community Engagement | RISK BASED Bereavemnent Services 42 Medium

Chief Executive's Office CORPORATE Emergency Planning 41 Medium
Information Management

Chief Executive's Office RISK BASED (FODP/Records management) 41 Medium

Economic Development RISK BASED Building Controf 40 Medium

‘ Development Control inc. Access

Economic Development RISK BASED Grants 39 Medium
Committee Reporting

Governance CORPORATE Arrangements 38 Medium

Governance RISK BASED Land Charges 37 Medium

Governance CORPORATE Health & Safety 36 Medium
Pollution Control & Contaminated

Local Environment RISK BASED Land) 36 Medium

Economic Development RISK BASED Industrial Estates - lettings 35 Medium
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Rescurces RISK BASED Concessionary Fares 34 Medium
Resources RISK BASED Telephones 34 Medium
Community Engagement | RISK BASED Health Promotion & Parinerships 33 Medium
Chief Executive's Office CORPORATE Equality and Diversity 32 Low
Resources RISK BASED Corporate Properties - lettings 32 Low
Local Environment RISK BASED Refuse Collection 31 Low
Resources CORPORATE Compliance to Codes of Conduct 29 Low
Local Environment RISK BASED Highways Insurance Claims 27 Low
Resources RISK BASED PAYE & NI 27 Low
Non Standard Payments to
Resources RISK BASED Employees 26 Low
Govermnance RISK BASED Gifts and Hospitality 23 Low
Resources RISK BASED Early Retirement & Redundancy 23 Low
Resources RISK BASED Building Resources / Cleaning 22 Low
Resources RISK BASED Stores 21 Low
Economic Development RISK BASED Covered Market 21 Low
Economic Development RISK BASED Business Development 18 Low
Community Engagement | RISK BASED Sports Development 18 Low
Advice Agencies {inc Benefits
Community Engagement | RISK BASED Advice, Law Centre, CAB) 17 Low
Council Complaints Procedure inc
Resources CORPORATE - | LG Ombudsman 16 Low
Logcal Environment RISK BASED Land Drainage 16 Low
Resources RISK BASED Grants to Parish Councils 16 Low
Local Environment RISK BASED Alictments 14 Low
Govemance RISK BASED Town Twinning/Youth Exchange 14 Low
Economic Development RISK BASED Enterprise Centre 13 Low
Resources RISK BASED Building Security {inc Keepers) 13 Low
Govemnance RISK BASED Licensing 12 Low
Resources RISK BASED Payments to Members 12 Low
Govemance CORPORATE Mayor & Civic Services 12 Low
Resources CORPORATE Cormporate Charge Card 10 Low
Community Engagement | CONTRACT Leisuretime/Carlisle Leisure (client) 10 Low
Economic Development RISK BASED Shopmobility 5 Low
Resources RISK BASED Public Conveniences 5 Low
Resources RISK BASED Car Leasing/Car loans 4 Low
Local Environment RISK BASED CCTVv 3 Low
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APPENDIX B
CARLISLE CITY COUNCIL

RESOQURCES DIRECTORATE

SUMMARY AUDIT PLAN 2010/11

Chargeable time — estimated available 519 "audit-days”

The following are anticipated: - Estimated Days
Material System c/f 20
Material Systems Reviews (*) 180
Follow up reviews 10
Low Risk reviews(**) 40
Total 250

(*) The material Systems Reviews comprise: -

. Main Accounting and Budgetary Control 20
. Sundry Debtors 15
. Creditor Payments 15
° Treasury Management (Loans/Investments) 10
. Housing Benefits 15
3 Payroli 15
. Council Tax 15
. NNDR 15
. Cash Coliection 10
° Fixed Assets/Capital Accounting 15
. Improvement Grants 10
. Car Parking income 10
° Contingency 15
Total 180
(**) The low risk reviews comprise:-
. Building Resources / Cleaning 10
. Highways Insurance Claims 10
. Advice Agencies 10
. Sports development 10
Total 40

Based on the estimated available 519 direct audit days under the shared service
arrangements this leaves 269 days to undertake the following reviews which are detailed
below and form a part of the overall risk assessed plan at Appendix A. Contingency is
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allowed for any unforeseen staff changes, additions to the Plan, fraud investigations etc, as
may arise during the year.

. Area Maintenance 15
. Personnel 10
. Insurance 10
. Partnerships 15
. Green Spaces 15
o Facilities 10
° Procurement 10
. Rents for Properties 10
. Grants 10
. Carlisle Renaissance 15
° Building Control 05
. Recycling 10
. Customer Contact Centre 20
. GIS 15
. Carlisle Tourism Partnership 15
. Pest Control 10
. Food standards 10
. Health & Safety 10
. Tullie House 15
Contingency 39

Total 269



APPENDIX C
AUDIT RISK ANALYSIS MODEL

APPROACH

The purpose of audit risk analysis is to determine a schedﬁ?i%ﬁ@ribgtiés for audit attention
thereby allowing the creation of an Audit Plan.

The model was developed by Business Risk Management Ltd in 2002 - taking into account
the best practice from other models and verifying the results with hundreds of internal audit
functions. The model has been regularly updated is used by at least 1,000 internal audit
functions across the world.

The model is predicated on the basis that all risks are relative but that they can be compared

by combining three key factors: -

1. The size of the risk or exposure.
2. The likelihood that the risk will materialise and
3. The probability of the consequences being detected if the risk does materialise.

Each of these 3 factors is given an equal overall weighting to reflect the fact that audit
assessment is a combination of risk and control.

The risks in each function or system throughout the Authority are then evaluated to create a
score for each of the three categories above. The sub-categories are given different
weightings to reflect their relative importance.

RISK MODEL METHODOLOGY

For each business function or topic in the audit universe, assess the following criteria and
enter scores into the excel model. There are 3 sections to be considered (1) Size, (2) Control
and (3) Detection.
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A Value of service / transactions processed.

This identifies whether the service is income or expenditure driven. Where it is a corporate

services or concept where such a value can not be easily determined, these audit areas have
been scored “middle of the road"” i.e. 3.

1: up to £5K

2: £5K - £25K

3: £25k - £250K

4: £250K - £500K

5: over £500K

(Above score carries a weighting of 2.)

B Number of employees involved in the activity

The rationale is that the more employees are involved in processing transactions in the area
under review, the greater chance of error etc — and the greater the risk.

1 member of staff

2 - 5 members of staff

6 — 10 members of staff

11 — 20 members of staff

more than 20 members of staff

aRwhS

C Impact score from the risk matrix.

Impact upon the Organisation as per the risk matrix: i.e. if something were to go wrong in the
area under review what would be the potential impact on the business.

Using the Strategic and Operational Risk Registers, those audit areas which have been
formally identified and prioritised in terms of the impact such a risk would have on the
Authority / service area.

1: negligible
2: marginal
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3: critical
4: catastrophic

(Above score carries a weighting of 3).

D Volume of Transactions.

The rationale is that the greater the number of transactions processed in the area under
review, the greater chance of error etc — and the greater the risk

Estimated Transactions:

1: up to 1,000 transactions per year

2: 1,000 — 5,000 transactions per year

3: 5,000 — 25,0000 transactions per year
4: 25,000 - 50,000 transactions per year
5: over 50,000 transactions per year

F Management and Staff:

This involves making an audit judgement which considers:;

« Quality of Management

» Extent of Staff Tumover

e Length of time system has been operational within the business

» Degree of expressed concem by management

» Extent of use of extemal suppliers and/or contractors on sensitive systems
» Management's attitude to risk taking

» Morale of Staff

Score on a range of "1' to "5' where "1' represents top quality management and staff with low
tumover of both, in an operation which has been in existence for more than three years and
about which no known concem is being expressed.

1. Very Good
2: Good
3: Average or effectiveness not known
4: Concerns
5: Considerable concemns
15



{Above score carries a weighting of 2).

G Third Party Sensitivity

This involves making an audit judgement which considers:

e Tax Implications

« Extent of Regulatory requirements

e Legal Implications

« Political Sensitivity

« Impact of community and other stakeholders
¢ Partnerships

« Joint Ventures

Score on a range “1' to 5’ where 1 means there are no tax legal, regulatory or other third
party implications & 5" means that very significant third party sensitivity is present.

1: Negligible

2: Marginal

3: Average or sensitivities not known
4: Sensitive

5: Extremely Sensitive

H Standard of Internal Control

This involves making an audit judgement which considers:

Means of authority to commit (e.g. none, sole, sole with review, dual, Committee)
Extent of losses

Scope for intentional manipulation

Vulnerability to fraud

Degree of technical sophistication of systems

Extent to which standard systems are being used

Extent to which operating manuals are complied with

Extent of recent reorganisations and systems changes

Known factors which should ring warning bells

Reifiability of last internal control review

Extent of weaknesses highlighted in last internal control review
Strength of accounting systems

Extent of formal procedures

impact wide ranging across directorates

¢ & & & ¢ & & 9 & 0 O

1: Excellent with no known significant re-organisations or systems changes; little known
scope for intentional manipulation.
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2: Above average with standard systems in use throughout.
3: Sound

4: Known or suspected to be weak

5: Known or suspected to be very unsound

(Above score carries a weighting of 3).

J Measure of Likelihood of occurrence as per Risk Matrix

Using the Strategic and Operational Risk Registers, those audit areas which have
been formally identified and prioritised in terms of the likelihood such a risk would
have on the Authority / service area.

1.: Extremely Remote

2: Remote

3: Reasonably Probable

4: Probable

(Above score carries a weighting of 3).

K Likely effectiveness of internal audit/ complexity of the audit area:

» Extent to which relevant specialist skills are available to internal audit

« Knowledge of business and experience of staff to conduct a competent audit
Score on a range "1' to 5" with a score of “1' if there are no significant constraints that are
likely to preclude doing an effective audit. i.e. a well-established function with fully

experienced and trained staff with a good knowledge of the business together with receptive
and focused line management.
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L Likely duration of audit work

1: 5days

2: 10 days
3:15days

4: 20 days

5. more than 20 days

(Above score carries a weighting of 2).

M Time since last Audit

=  Reviewed in the last 12 months.

=  Reviewed 1 — 2 years ago.

=  Reviewed 2 — 3 years ago.

= Reviewed 3 — 4 years ago.

=  More than 4 years ago or a new audit area.
(Above score carries a weighting of 2).

N Other Assurance Providers

= regular compliance, QA and other audits with no significant findings

= regular compliance, QA and other audits with some significant findings
= no other audit work completed

= reguiar compliance, QA and other audits with many significant findings
=  continual significant problems identified by assurance reviews.

(Above score carries a weighting of 2).

FORMULA USED FOR CALCULATION OF OVERALL RISK SCORE

The scores are entered into this calculation matrix. Certain of the criteria are weighted e.g. A
is given a weighting twice the norm and H treble the norm.

The basis of the scoring takes into account that each of the elements (size, control and
detection) is given equal importance.
Therefore, each element has a maximum score of 1

Size for example will be (2x5+ 5+ 3x5+5) /35 = 1
18



The overali results (for each audit evaluated) are then entered into the Audit priority schedule

SIZE CONTROL DETECTION
(2A+B+3C+D) X (2F + G +3H + 3J) X (K+2L +2M+2N)
32 42 35

THE RESULT IS THEN MULTIPLIED BY 200
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AUDIT COMMITTEE
FRIDAY 9 APRIL 2010 AT 10.00 AM

PRESENT: Councillor Mrs Mallinson {Chairman), Councillors P Farmer,
Layden, Ms Patrick, and Mrs Riddle (as substitute for
Councillor Boaden)

ALSO ,

PRESENT: Mrs Karen Murray (District Auditor, Audit Commission)
Nick Pearson, Shared Services Audit Manager, Cumbria
County Council

AUC.18/10 WELCOME

The Chairman welcomed all those present to the meeting and in particular
Nick Pearson, of Cumbria County Council, who will be the Auditor for Carlisle
under the new Shared Audit Services arrangement.

AUC.19/10 APOLOGIES FOR ABSENCE

Apologies for absence were submitted on behalf of Councillors Boaden and
Hendry and Mr Richard McGahon (Audit Manager, Audit Commission)
AUC.20M10 DECLARATION OF INTEREST

Councillor Mrs Mallinson declared a personal interest in accordance with the
Council's Code of Conduct in respect of Agenda items A.1 (Minutes of

Meeting of 15 January 2010- tem AUC 14/10 - Future of Internal Audit
Services) because she is also a Member of Cumbria County Council.

AUC.22/10 MINUTES

The Minutes of the meeting of the Audit Committee held on 15 January 2010
were submitted.

RESOLVED — That the Minutes of the meeting of the Audit Commitiee held

on 15 January 2010 be agreed as a correct record and signed by the
Chairman.
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RESOLVED - That the decision of the Executive be noted

AUC.2510 CERTIFICATION OF CLAIMS AND RETURNS

The District Auditor presented the Annual Report on Claims and Returns for
2008/09.

The report summarised the findings from certification of 2008/09 claims. It
included the messages arising from the Audit Commission’s assessment of
the City Council's arrangements for preparing claims and returns and
information on claims that the Audit Commission had amended or qualified.
Carlisle City Council received more than £29.2 million funding from various
grant-paying departments. Those grants have conditions attached that the
Council had to show had been met. In 2008/09 the Audit Commission
certified five claims, of which one was a limited review and a full review of four
claims. Four claims were amended and the Audit Commission were unable to
fully certify them and for each one a qualification letter to the grant-paying
body was issued.

The key area for improvement to the Council's arrangements for grant claims
was the Single Programmes claims. The Council needed to ensure
submission of the 2009/10 claim for audit by the 30 June deadline. The
Council also needed to improve the quality assurance arrangements to
minimise errors and ensure compliance with grant conditions.

The following recommendations, that had been agreed by the relevant officers
of the Council, were made:

» consider whether Internal Audit should undertake work on the single
programme claims

 ensure that all single programme claims were submitted for audit by 30
June deadline

e ensure that all single programme claims were subject to quality
assurance checks so that arithmetical, typographical or totals errors
were addressed prior to submission for audit

» ensure that only expenditure paid in the year was included within the
relevant year's single programme claims

» where possible, for single programme claims, obtain an updated offer
letter/programme agreement from North West Development Agency
(NWDA,) for the approved funding for the lifetime of the project.

The Development and Support Manager advised that while he accepted there
were one or two areas to be looked at, he had responded to the report and
confirmed that he would look at the issues in more detfail. He stated that
quality assurance would be more robust in future.

The Chief Accountant advised that training had been arranged for 23 April for

people who were involved in the implementation of claims. Training had been
provided previously and was attended by the Chairman who was confident
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provided internally. Detailed reports had been sent to SMT and no major risks
had been identified.

With regard to the IFRS the Chief Accountant explained that the treatment of
leases and mitigation would be included in the 09/10 statement and that the
Action Plan would continue to be updated.

RESOLVED - (1) That internal training would be made available to all
Members of the Council

AUC.28/10 STRATEGIC AUDIT PLLAN AND AUDIT PLAN FOR 2010/11

The Acting Head of Audit submitted report RD.4/10 that gave details of the
updated Strategic Audit Plan and the proposed Audit Plan for 2010/41. He
explained that he had spoken with the Chief Executive and the Plan had been
presented to SMT, neither of whom had made any amendments.

The Acting Head of Audit referred Members to Appendix C and advised that
the standard methodology recommended by CIPFA had been applied. Gill
Martin, Efficiency Manager, had undertaken the exercise and the Committee
thanked her for her input.

as it stood would be difficult for Members to use to ensure that internal audit
were providing the assurance needed because it did not set out the detail of |
internal audit coverage. Furthermore, as there was no indication of days to be
spent on individual reviews, it would be difficult for Members to oversee that
internal audit coverage was in line with the plan. The District Auditor was also
unclear on how the plan would be implemented because, for example,
partnership working was a high risk area but Carlisle Renaissance was
identified as a separate review. The plan did not appear to cover some
corporate areas such as data quality where Members might be looking for
internal audit to provide assurance.

The District Auditor commented on the report to advise that the strategic plan \

.

The Acting Head of Audit referred Members to section 4.4 of the report that
advised that the Risk Indicator showed the order in which the reviews were to
be considered and not necessarily the order in which they would be
undertaken. The Acting Head of Audit would work with the Shared Services
Audit Manager on adding more detail to the Audit Plan. He explained that he
would identify the plan for the coming quarter and that outturn results would |
be issued on a regular basis.

With regard to HR and checking references, the Acting Head of Audit advised
that an audit was currently being undertaken of personnel systems and a
report would be presented to the Committee in June. He explained that

~ personnel was a large area to audit and for that reason it was split up into
different components for review purposes.
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Plan, the NWDA had agreed to fund an external assessment of the
management of external funding, in terms of financial controls, processing of
claims, etc which would be used to inform any decision on how the role of the
External Funding Officer should work in future. The work had been
commissioned frorm Genecon and, following an initial outline, a draft report
had been received. The EFO and a finance representative within the
Resources Directorate had liaised and passed back joint comments to
Genecon. The latest version of the report had been received on 25 March
2010 and would be considered by the Senior Management Team as part of
the transformational review. The situation would continue to be monitored by
Audit Services and developments reported to the Audit Committee in due
course.

The Acting Head of Audit then advised on the work done on Job Evaluation
Back pay and advised that after an audit of the figures only one error had
been identified providing a high degree of assurance.

In respect of a query over the submission of audit reports to other Committees
the Acting Head of Audit explained that the audit reports would go to the
directorates individually with recommendations. Those recommendations
would be followed up and if any actions had not been done the Audit
Commitiee would chase up the issues with relevant managers. The Assistant
Director (Governance) advised that there were no problems within Licensing
with regard to the disposal to confidential waste.

RESOLVED - That report RD.3/10 be received. W M

AUC.30/10 ANNUAL GOVERNANCE STATEMENT ACTION PLAN

The Chief Accountant submitted report RD.2/10 on progress of the Annual
Governance Statement Action Plan. He informed Members that in
accordance with the usual practice the Action Plan had been monitored and
the updated status reported fo Members at each meeting of the Committee.
He added that there were no new areas of risk arising from the Audit Reviews
or the Risk Register which needed to be drawn to Members’ attention at the
current meeting.

The Assistant Director (Governance) advised that as the date for the
production of a national statutory Code of Conduct was not known, the
Personnel Manager had produced a code for the City Council and the draft
had been presented to the Employment Panel on 1 February 2010. It had
then been circulated to all staff for consultation. The consultation period
ended on 26 March 2010 and the report would now be going to SMT and back
to the Employment Panel before being presented at Council. The draft
National Code of Conduct for Officers had been presented to Management
Briefing and JMT and wouid come to Audit Committee when the issue was
more clear. The Assistant Director {(Governance) also outlined for the benefit
of Members the broad details of an ‘ethical governance’ training package that
was in its formative stages. Training would be provided, initially for managers
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(2) That the Executive be informed that the Audit Committee had considered
the quarterly report on Treasury Transactions and was satisfied that the
Council had acted in good faith and decisions had been made fully in
accordance with Council policy.

AUC.32/10 PUBLIC AND PRESS

RESOLVED - That, in accordance with Section 100A(4) of the Local
Government Act 1972, the Public and Press were excluded from the meeting
during consideration of the following item of business as the report contained
exempt information relating to any action taken or to be taken in connection
with the prevention, investigation or prosecution of crime as defined in the
paragraph number (as indicated in brackets against the Minute) of Part 1 of
Schedule 12A of the 1972 Local Government Act.

AUC.33M10 'FRAUD INVESTIGATION REPORT

{Public and Press excluded by virtue of Paragraph 7)
The Acting Head of Audit submitted Report RD.6/10 that apprised Members of
the results of an audit investigation relating to irregularities over the
appointment of a temporary member of staff.
The Acting Head of Audit outlined the circumstances surrounding the
appointment and issues that had arisen as a result of using a recruitment
agency to fill the post.

Members questioned the officer on the issues raised.

Resolved: (1) That Report RD.6/10 be noted.

AUC.34/10 — CHAIRMAN'S COMMENTS

The Chairman thanked the members of the committee for their support over
the year. She also expressed thanks on behalf of the Commitiee to the
Finance and Audit staff and also to the Audit Commission for their attendance
and advice at the meetings.

[The meeting ended at 11:20am]
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