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FINANCIAL SERVICES BUSINESS UNIT

AUDIT MANAGER’S FINAL REPORT

2004 – 2005 

1. INTRODUCTION
1.1. This report summarises the work carried out by Internal Audit Services for the Financial Year 2004-2005.


2. AUDIT PERFORMANCE FOR THE YEAR
2.1. The analysis of actual time against allocated time for the Section is shown below (rounded to the nearest day).


AUDIT AREA
DAYS ALLOCATED
DAYS TAKEN


DIFFERENCE


NOTES

Planned core systems
150
107
-43
3a

Other planned chargeable
436
333
-103
3b

Unplanned chargeable
35
164
129
3c

VFM studies
100
37
-63
3d

Computer Audit
20
14
-6
3e

Contract audit
30
21
-9
3f

Follow up reviews
18
7
-11


Total Chargeable (A)


789
683
-106


Leave
211
229
18
3g

Training
51
46
-5
3h

Sickness
32
71
39
3i

Management/admin
215
240
25
3j

Total Overhead (B)


509
586
77


Grand Total (C) 


1298
1269
-29


Performance A/C%


60.8%
53.8%



2.2. As in previous years, an adjustment has been made for maternity leave.                                                                                              

2.3. For comparison, the performance for the years for which information is available has been: -

· 1993/94 – 49.6%

· 1994/95 – 49.2%

· 1995/96 – 50.2%

· 1996/97 – 57.3%

· 1997/98 – 60.1%

· 1998/99 – 54.5%

· 1999/00 – 55.8%

· 2000/01 – 58.3%

· 2001/02 – 56.4%

· 2002/03 – 57.0%  (Adjusted for maternity leave)

· 2003/04 – 62.1%  (Adjusted for maternity leave)

· 2004/05 – 53.8%  (Adjusted for maternity leave)

Although this is a reduction in performance compared to past years, this was anticipated due to the impact of the flood, sick-leave and vacancy.  Despite these adverse factors, there was a marginal increase from the performance to the end of the third quarter  - under more normal conditions the final performance would have been significantly higher.


2.4. The overall variance of 29 days is a combination of the time arising from vacancies (21 days) unpaid leave (3 days) and “roundings and flexi-balances” (5 days).


3. NOTES


a) Planned Core Systems.  The days charged against core systems are shown as less than planned, as these reviews were all programmed for the final quarter of the year.  In the event, we were hit with a “triple whammy” – one member of staff had resigned at 31st December, which caused a month’s vacancy in the Team, one was on extended sick-leave, and of course we were severely affected by the flood.  There was therefore no possibility of completing all of these reviews before 31st March 2005.  This situation was discussed with the Audit Commission Manager, who agreed that it would be reasonable and acceptable, under these circumstances, to extend the deadline for the reviews until the end of April.  This was achieved, and all of the core reviews were completed by 30th April 2005. 


b) Other Planned Chargeable.  The analysis at paragraph 5 indicates which of the reviews were not undertaken, together with explanations.


c) Unplanned Chargeable.  This time comprises a number of additional pieces of work undertaken during the year, the majority of which were supported by an authorised “variation”. A detailed list of all additional unplanned work is included later in this report at paragraph 4.


d) VFM Studies. All of this time allocation was originally intended to support the Trading and Charging review. After an interim report which was presented to Corporate Resources Overview and Scrutiny Committee in July 2004, no further work in this area was deemed to be necessary.


e) Computer Audit. The time shown against this is for Radius Purchasing, CAATS and the development of an IT Security Policy.  The “Ethical Hacking” exercise is still awaited, but has been delayed for a number of reasons, not least the flood and the changes to the IT networks.


f) Contract Audit.  This includes time taken on financial references, “due diligence” requirements, tender evaluation procedures, review of Contract Procedures and disposal of land at Rydal Street and Fusehill Street.


g) Leave.  The  “overspend” on leave was caused by several factors - predominantly Jury Service but including compassionate leave, interview leave and “special leave” immediately following the flood.  


h) Training   This was for professional (Institute of Internal Auditors) training, various ad-hoc internal training arising from MDP/EEP, and training for the use of IDEA. 


i) Sickness This comprises individual periods of sick-leave  - 64.5 days in all for 6 staff - including one period of extended sick-leave from November 2004 to February 2005 - the balance (6.5 days) being hospital, doctor, dentist, ante-natal visits etc. 


j) Management and Admin. Although we have spent marginally more than the allocated time, this is an increase of only 18 days over the previous year.  The “extra” time was caused by the complete restructuring of the Strategic Plan – as reported to CROS on 31st March 2005 – and the need to recover our office/admin/filing procedures etc in the period following the flood.

4. ANALYSIS OF UNPLANNED CHARGEABLE TIME
Topic
Days Taken

Sickness recording (Variation 12 refers)
17.5

LSVT outstanding issues (Variation 13 refers)
12

Corporate Credit cards (Variation 14 refers)
5

Corporate purchasing 
2

SIC/Code of Corporate Governance (Variation 15 refers)
11.5

Postal Ballot Checking (Variation 16 refers)
22

Customer Contact Centre (Investigations/advice)
9

Committee Reports
2

Car parking (additional work on existing review)
10.5

Information/Records management
14.5

Flood disaster recovery procedures/systems/advice etc.
43

The balance is made up of numerous individual lesser “demands” on Audit time.   
15

Total
164

5. STATUS OF PLANNED AUDITS AT YEAR END
AUDIT REVIEW
STATUS


COMMENTS

Core Systems



Housing and Council Tax Benefits
Completed 
Note 2

NNDR
Completed 


Council Tax
Completed 


Sundry Debtors and Periodic Income
Completed 


Payroll
Completed 


Treasury Management
Completed


Cashiers (Income Management)
Completed


Creditor Payments
Completed 


Main Accounting and Budgetary control
Completed






Other Planned Systems





Legal Services Practices
Not undertaken 
Note 1

Constitution
Ongoing
Combined as review of Gifts and Hospitality

Automated Payments System
Not undertaken
Note 1

Grants to Parish Councils
Completed


Insurances
Completed
Highways Claims reviewed.  Also some time re-allocated to car leasing – see notes following.

Car Leasing
Ongoing
See paragraph 6.1.3

Mortgages
Not undertaken
Started, but all work lost in flood.  Carried forward in new Strategic Plan. Note 1

Early Retirement and Redundancy
Not undertaken
Note 1

Business Continuity Planning
Completed
Time used to support emergency procedures and to update FIS Contingency Plan

Data Protection and Human Rights
This time was re-allocated to a review of telephones, which was Completed
Note 1 – also paragraph 6.1.1 

E-Government
Not undertaken
Note 1

Partnership Development
Completed
Time used for provision of support and advice and for review of Sure Start – see notes following

Performance Indicators 
Completed


Procurement and Project Co-ordination
Completed
Project Group attendance and support

Risk Management
Completed
Risk Management Group attendance and support

Facilities Management
Ongoing


Transport and Plant
Completed
Combined with VFM on Repairs and Renewals

Garage
Completed
Paragraph 6.1.4

Drainage Services
Not undertaken
Note1

Playground Maintenance
Completed


Highways Maintenance
Not undertaken
Note1

Public/Street Lighting
Not undertaken
Note1

CCTV
Completed


Parking
Completed
Variation to Plan

Refuse Collection
Not undertaken
Note1

Street Cleaning
Not undertaken
Note1

Shopmobility
Completed
Paragraph 6.1.5

Access grants
Not undertaken
Note1

New Deal
Not undertaken
Note1

Carlisle Conference Group
Completed
Paragraph 6.1.6

TICs
Completed


Sure Start
Completed
Paragraph 6.1.2

Advice Agencies
Not undertaken
Time used to support review of Carlisle Conference Group

Allotments
Not undertaken
Note1

Sports Development
Not undertaken
Note1

Food Standards
Completed


Environmental Management
Not undertaken
Note1

Bereavement Services
Completed


Monitoring Service Delivery of CHA
Completed


Improvement Grants
Not undertaken
Note1





VFM Reviews



Trading and Charging
Stage 1 completed

 – report issued No further action required by Internal Audit at this stage

Reported to Corporate Resources Overview and Scrutiny Committee.  



Consultants
Ongoing



Note 1.  All of the above reviews which are shown as “Not undertaken” have been re-assessed and are now included in the revised Risk-based Strategic Plan.

Note 2 – As in previous years, “completed” indicates that all of the audit work was completed and the report was at least at draft stage. 

6.  Changes/Additions to the Annual Plan


6.1. During the progress of the year, it was considered necessary to make some alterations to the original Plan, in order to react to circumstances arising.


6.1.1. Data Protection and Human Rights – This time was re-allocated for a review of telephones, which is now under the theme of “Information Management”.  Internal Audit has already spent time on this area during 2004/05 and, based on risk-assessment,  it was deemed more appropriate to spend this time on telephones.

6.1.2. Sure Start – This was intended as a systems-based review, but extra time was requested in order to review the Partnership arrangement between Sure Start, the County Council and the City Council.  Time had also been allowed in the Plan for a review of “Partnership Development”.  It had been intended to use this time to review the operation of the (new) Partnership Register, and to ensure that all Business Units were following the agreed approach in this area.  It was subsequently discovered, however, that the Senior Accountancy Assistant was reviewing this area as part of her CIPFA projects.  The Strategic and Performance Services Business Unit is developing a Partnership Protocol and has also taken on the task of ensuring that Business Units are following the partnership procedures.  It was therefore decided to “vire” part of the allowance for Partnership Development across to Sure Start. 


6.1.3. Car Leasing – After discussions at the draft report stage, with the Head of Finance and with Personnel, it was requested that further work in this area should be undertaken.  A Variation was agreed, as this additional work required a VFM rather than a systems approach.  The additional time required – 15 days – was funded from the planned review of Insurances (15 days was reduced to 10) and VFM (10 days) as there was a surplus of time from the planned Trading and Charging review. 


6.1.4. Garage – The review was extended to cover, in part, elements, which would otherwise have been included in the review of Transport and Plant.  In view of this, and the fact that Transport and Plant had formed a major part of the VFM review of the Renewals Reserve, it was decided to merge the reviews of “Garage” and “Transport and Plant” as a single “themed” entity.


6.1.5. Shopmobility – The original allocation of time (5 days) was found to be insufficient, as this area had never been reviewed before, and it was the first “solo” review for the Audit Assistant.  Extra time was therefore agreed, to be funded from part of the allowance for “Access Grants”.  This area was chosen as these grants have already been covered as part of the review of Building Control which was undertaken in late 2003/04


6.1.6. Carlisle Conference Group – Again, this was the first ever review of this area, and the initial allocation of 5 days proved to be insufficient.  This was partially funded from the allowance for “Advice Agencies”.


7. CLIENT SATISFACTION
7.1. The “satisfaction rating”, on our agreed scoring method, resulted in an overall average of 86.3%.  (Our rating last year was 80.9%).  Our target is 80%

8. CODE OF PRACTICE FOR INTERNAL AUDIT IN LOCAL GOVERNMENT IN THE UNITED KINGDOM
8.1. The Code of Practice states that the Head of Internal Audit’s formal report to the organisation should:- 

· Include an opinion on the overall adequacy and effectiveness of the organisation’s control environment

· Disclose any qualifications to that opinion, together with the reasons for qualification

· Present a summary of the audit work undertaken to formulate the opinion, including reliance placed on work by other assurance bodies

· Draw attention to any issues the Head of Internal Audit judges particularly relevant to the preparation of the Statement on Internal Control

· Compare the work actually undertaken with the work that was planned and summarise the performance of the Internal Audit function against its performance measures and criteria

· Comment on compliance with these standards and communicate the results of the Internal Audit quality assurance programme.

8.2. There are some areas where the Audit Services Manager’s report needs to be altered to comply fully with the requirements of the Code.


9. Adequacy and Effectiveness of Internal Control during 2004/05

9.1. Clearly it is not feasible to give an opinion on the overall system of control, as any such opinion can only be expressed in relation to the audit reviews undertaken during the year, the findings and recommendations made, and the actions taken by management.  The “Statement on Internal Control” Action Plan is, however, currently being developed and this is providing further assurance on the overall system of internal control.

9.2. The agreed practice for dealing with significant (i.e. grade “A”) audit recommendations which are not agreed, or which have been agreed but not actioned, is that they will be drawn to the attention of this Committee.  It has not been necessary to report any such instances to Members during the period covered by this report. 


10. RECOMMENDATION

10.1. Members are requested to receive the report and note the progress made on the  2004-2005 Audit Plan.



I. Beckett

Audit Services Manager

14th June 2005 
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