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EXECUTIVE SUMMARY
1.     INTRODUCTION

1.1.
The programmed audit was undertaken as part of the Member approved Internal Audit Plan for the financial year 2012/13. 
1.2     The overall objectives of the audit were as follows:

· To evaluate the systems in operation with regard to financial procedures and recommend improvements where necessary.

· To ensure that system controls were operating effectively and that a sound control environment existed contributing towards the council achieving its corporate objectives.
· To ensure that Council policies were being met and instructions issued to comply with Section 151 Standards were being adhered to.
· To check a sample of transactions to ensure they were correct and procedures had been complied with.

· To ensure that assets are safeguarded.
2     AUDIT OPINION

2.1.
The control environment at the time of the audit was considered weak.  The factors which led to the Audit Opinion were as follows:
	Area of Audit
	Conclusion

	Previous Audit Recommendations
	Weak

	Payroll
	Weak

	Procurement
	Adequate

	Petty Cash and Floats
	Sound

	Income
	Sound

	Stewardship of Council Equipment
	Weak

	Stock Control
	Weak

	Miscellaneous
	Adequate


3    SCOPE OF THE REVIEW
3.1.     To contribute towards the Council meeting the requirements of The Accounts and Audit Regulations (England) 2011, which, 

a) Requires authorities to ensure that the financial management is adequate and effective, that there are sound systems of internal control which facilitate the effective exercise of the Council’s functions and which include arrangements for the management of risk.

b) Requires authorities to undertake an adequate and effective internal audit of its accounting records and of its system of internal control in accordance with proper practices in relation to internal control. 
3.2.    That being the case, the scope of the review took into account the following:

a) Previous audit recommendations:
· To ensure that previous recommendations have been implemented and maintained where appropriate.

b) Payroll:
· To ensure that all payments are made in respect of either hours worked or expenses paid are genuinely due;
· To ensure that local conditions of services are complied with i.e. annual leave entitlements etc.
c) Procurement:
· To review the systems and management controls in place;

· To ensure that correct procedures are followed when ordering goods/services and when they are received;

· To check for duplicate payments;

· To ensure that the use of purchasing cards is appropriately controlled.

d) Petty Cash and Floats:

· To ensure that correct procedures have been followed and purchases are appropriate to the service;

· To ensure that cash and floats are securely held;

· To ensure that adequate records are kept of floats in use.

e) Income:

· To establish whether procedures in place and have been followed with regards to credit income;

· To ensure that there are adequate controls in place relating to cash collection.

f) Stewardship of Council Equipment:

· To ensure that there is an inventory in the prescribed format  which is being adequately maintained;
· To ensure that assets are adequately secured and covered by insurance.

g) Stock Control:

· To ensure that there are adequate controls of stock including stock checks and the security of stock.

h) Miscellaneous:

· To ensure that there are adequate instructions/procedures regarding lost property and that they are being followed;
· To ensure that receipts of gifts and hospitality are being dealt correctly;

· To ensure that procedures in relation to the completion and retention of financial documents are adequate.
4.
MAIN FINDINGS 
4.1
The main findings which lead to the Audit Opinion of weak were as follows:

a) Of the 34 recommendations made at the time of the previous audit 10 had not been implemented, despite assurances from management that they would be addressed. Follow-up audits conducted since the time of the full audit in August 2009 indicated that progress was being made to address the areas of weakness. However, on a number of occasions it was found that progress had not been maintained particularly with regards to payroll and inventory issues
b) The audit identified weaknesses, a number of which had been reported previously, for example time recording i.e. the fact that there is not always correlation between the rotas, signing in and out forms and claims for payment. 

c) Regular verbal orders, orders raised on financial system after receipt of invoice poor segregation of duties.
d) Regular daily cash discrepancies albeit not significant values.

e) Out of date inventory which has not been regularly maintained.

f) The All Risks Register has not been maintained.
g) Absence of a key holder list.

h) Absence of a stock control system.
5.  MAIN RISKS

5.1
The main risks identified from the audit findings were as follows:

· Potential for staff to be over or under paid with records to verify the validity of payments being inadequate.
· Staff taking lieu time which has not been accrued.

· Poor audit trails due to lack of reliable information/records.

· Staff continuing to be paid after they have left the authority.

· Staff being paid for hours not worked resulting in additional costs to the Council.

· Poor stock control.

· Ordering of inappropriate goods.

· Potential misappropriation of goods.

· Inaccurate financial records.

· Non compliance with Section 151 Standards.

· Inability to verify the validity of an insurance claim.

· Inappropriate levels of insurance resulting in potential financial loss to the Council.

· Unauthorised access to sites and safes etc. 

6.        RECOMMENDATIONS SUMMARY
6.1
The recommendations made to management at the conclusion of the audit are detailed in the Action Plan at Section 7, along with the management response as appropriate.  
6.2
Those recommendations shown as bold in 7.1 are where the same, or similar, were made at the time of the previous audit.
6.3
The recommendations made to management at the conclusion of the follow-up audit are also detailed in Section 7, along with the management response as appropriate.
7.        ACTION PLANS
7.1
Action Plan and Management Response to Recommendations made in Internal Audit Report Issued 25th February 2013
	Rec

No.
	Report Recommendations
	Management Response/Proposed Action Plan 
	Name of Responsible Officer
	Proposed Date of Action

	1
	Management should continue in their quest to set up a method of recording lieu time which allows more stringent monitoring by management and provides an independent audit trail.
	Rotas adjusted as recommended to assist lieu time recording.
	A. Warnes
	Completed Feb 2013

	2
	In all cases a leaver’s form should be completed by the Manager and sent to Payroll/HR.
	We believe this has been done. Will ensure its scanned when sent from now on 
	Duty managers 
	March 2013

	3
	Management should take definitive action to ensure that all staff complete the signing in and out form.
	Email sent to all staff. This system is being reviewed across all sites to see if it is necessary. We have extensive rotas and these would suffice to check timesheets against and are more accurate. 
	Carl Fenwick
	Completed Feb 2013

	4
	Duty Managers should review the rotas and signing in and out forms prior to signing off the claim forms. It is recommended that a statement is added to the claim form so that Duty Managers, when authorising, are acknowledging that they have made this check.
	Rotas have always been corrected and are constantly updated as the main point of staff attendance. Due to the staffing levels, eg 1 x leisure ast, 1 x gym instructor, 1 x receptionist in a busy facility, should a staff member not turn up for work it would be noticed immediately, and would need covering, which would then be noted on the rota by the DM as action would need to be taken, Neg pay, leave etc.

Signing in /out sheets have always been used as a secondary basis for checking someone’s hours as they have been less reliable than rotas.

Senior Manager will decide if we continue with signing in sheets 


	A. Warnes
	April 2013

	5
	Orders should be raised before invoices.
	This issue has again been raised with all staff. Standing orders for the bar will be set up next year to help with this. 
	G. Byrnes
	March 2013

	6
	The number of officers who can place verbal orders should be reduced.
	Only verbal orders placed are beer orders every two weeks. This is due to shift patterns conflicting with regular order/ delivery schedules. In most cases there is an order list left with reception, for when the supplier calls for the weeks order.

If no list is left, no order is placed; staff do not just order what they feel we need. 


	A. Warnes
	February 2013. 

	7
	A decision should be taken as to whether a reimbursement of the shortfall is to be sought or whether the site will operate with a lower value cash float. Action should then be taken, as appropriate.
	All floats are correct with the exception of the events float. Monies were stolen from this float and it is felt monies wrongly rung through the till as income. A decision will be taken on the amount of float held on site and monies returned to finance. 
	R. Gill 
	March 2013

	8
	Staff should be reminded of the need to be more diligent in their handling of cash.
	Receptionists are made aware of their mistakes. Anything over £5 then a management investigation form is filled in as procedure. Recent audit on banking the centre was found to be strong.
	R Gill 
	February 2013

	9
	A full review should be undertaken to ensure that the inventory is up to date. Explanations should be recorded for any missing items. Once completed, the inventory should be checked and maintained in line with the requirements of Section 151 Standards.
	Unable to locate most recent inventory at time of audit, however, have since located inventory that was correct up to 2012. Currently working through inventory and updating.
	A. Warnes
	Complete before end of March 2013

	10
	Once the inventory has been updated the All Risks Register should be reviewed and action taken, as appropriate.
	All Risks register to be updated and passed to insurance section.
	Warnes
	To complete before end March 2013

	11
	The key holder list should be drawn up to reflect the current structure. Once completed it should be maintained.
	Unable to locate list of key holders at the time of audit, have since found the list and updated.
	Warnes
	Completed

Feb 13

	12
	A full stock check should be undertaken and a stock control system introduced which satisfies the requirements of Section 151 Standards.  
	All stock is checked in and out. Stock checks are done periodically, and all cash is counted by reception and DM before going through the till.

Full stock check to be undertaken at the end of March as part of year end stock take.
	A. Warnes
	To complete 31st March


7.2
Action Plan and Management Response to Recommendations made in Internal Audit Follow-up Report Issued 8th July 2013
	Rec

No.
	Report Recommendations
	Management Response/Proposed Action Plan 
	Name of Responsible Officer
	Proposed Date of Action

	5
	Orders should be raised before invoices.
	This should not keep cropping up as all managers have been instructed that this follows the 151 regs. Action needs to be taken against officers that persist in this. 
	Gary Byrnes
	8 July 2013

	10
	Once the inventory has been updated the All Risks Register should be reviewed and action taken, as appropriate.
	Inventory completed. Currently working on updating all risks insurance.
	A.Warnes
	Complete and sent to insurance section 14.3.13

	11
	The key holder list should be drawn up to reflect the current structure. Once completed it should be maintained.
	Completed.
	A.Warnes
	8.7.13
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