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1.
Issue
1.1 To provide Members with a further update on the business case procedure for the engagement of consultants since the last update was presented to members at the June Audit Committee meeting.  
2.
Need for a Decision
2.1 Members can determine whether any decisions are required after noting the current position as detailed within this report.   

3.
Recommendations
3.1 That the report be noted;
4. 
Background Information
4.1 Several reports have been presented to the Audit Committee with regard to the issue of non-compliance of services with the Council’s business case procedures. The last report was a follow-up report presented to Members at the March 2013 Audit Committee by internal audit. Members took appropriate governance decisions including a requirement to provide update reports to the next two audit committees. 
4.2 The first update report was presented to members at the June 2013 Audit Committee on progress made by services to comply with the council’s business case procedures for use of consultants. Members noted that report.   

5 Findings since the June Audit Committee report
5.1 This is the second update report requested by Members at the March Audit Committee meeting. The same internal audit queries have been used to extract data as were used for previous reports which are;
i) Analysis of all payments posted to the consultants standard financial ledger code xx.xx.44.11 in the period 1st June 2013 to 21st August 2013
ii) An analysis of all payments posted to capital codes for consultants for the period 1st June 2013 to 21st August 2013.

iii) An IT interrogation query for all orders issued during the period 1st June 2013 to 21st August 2013 using key words such as consultant, consultancy, associates etc. The purpose of this query was twofold in that it would identify appointed consultants where no business case was in place and it would also identify the degree to which they were not being charged to the standard financial ledger code.
5.2 The findings from the last report presented in June 2013 showed that there had been an improvement but there were still some examples of non-compliance to the business case requirement despite recent Member decisions and officer actions. The examples identified in June related to the hiring of consultants to provide training.   

Actions by the Director of Communities
As reported at the June meeting, when the Director of Communities was notified of the training non compliance he took immediate and positive action to ensure that by the date of the June Audit Committee meeting his Head of Workforce Development had introduced actions to ensure that this situation did not happen again. The director requested that his head of workforce development (1) arranged an urgent meeting with the corporate procurement unit, (2) eradicated any legacy issues, (3) suspended all authorisations until the processes within the workforce development team guarantee an overarching business case was in place and (4) ensured that there was a process in place for any in year one off case requirements to be addressed through the Council’s proper procedures.

Findings at this audit update 

It is pleasing to report that checks carried out have revealed no breaches of the business case during the period examined. 
There has however been one minor point identified which was that one consultant hired during the period by Children and Young People’s Directorate, although exempt from the business case process, should have been notified to the procurement team.
5.3 The findings of the June review also identified once again that some Council orders were still not being raised and recorded on the Council’s financial systems until after the invoice was received from the consultant. This is poor accounting, budgetary and governance practice and is a barrier towards effective monitoring of the Council’s use of consultants. 
Actions by the Head of Finance
As reported at the June meeting, when the Head of Finance was notified of the above he immediately asked for further detail as to who had authorised and input the orders onto accounts payable so that individuals could be targeted to ensure that they did not repeat this practice in the future. He also stated that further consideration would be given to ensure good practice was enforced more generally with regard to the raising of orders. 

Findings at this audit update
Out of 19 orders checked during the period examined, only 2 orders were raised before the invoice was paid. Clearly actions taken by the Head of Finance have not improved the situation so the Head of Finance is taking further action


5.5. 
The June audit report has also identified that not all appointed consultants were being coded to the standard financial ledger code i.e. xx.xx.44.11 which made it very difficult to be certain that when extracting data from the standard code all consultant expenditure was accounted for. It was also noted that some non consultant expenditure was being charged to the standard consultant financial ledger code above. There was therefore no consistency in coding which is contrary to good accounting practice.
Actions by the Head of Finance

As reported at the June meeting, when the Head of Finance was notified of the above he immediately asked for further detail as to who had coded expenditure to the wrong financial ledger codes so that individuals could be targeted to ensure that they did not repeat this practice in the future. He also stated that further consideration would be given to additional measures which could be implemented to ensure good practice was enforced. 
Findings at this audit update

The current query revealed that 4 items of consultant expenditure had not been coded to the standard financial ledger code. However it is pleasing to report that all 4 had a business case in place.
A further 6 items of expenditure which were not consultants were coded to the standard financial ledger code for consultants. Again therefore, despite actions taken by the Head of Finance, the situation has not improved so further actions will be taken. 
6. Options 
6.1 Members of the Audit Committee could have taken the option not to have received this update report. However as they are responsible for governance this is a good example of how members can drive forward compliance with the Council’s governance arrangements reducing the risk of poor value for money resulting in corporate priorities not being achieved.  
7.
Financial Implications  

7.1
There are no direct financial implications arising from this report as the situation with regard to consultants has very much improved. However placing orders after the invoice is regarded as bad practice and increases the risk of duplicate payments being made.  

8.
Equalities Issues
8.1 
None arising from this report.

9
Conclusions

9.1 
This is another good example of Member challenge, driving forward improvement and adding value. Member involvement in the business case for the engagement of consultant procedure highlighted that improvement in this area of the Council’s governance arrangements needed improvement.  
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