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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 2014/15. 

1.2.
The overall objectives of the audit were as follows:

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

1.2. To ensure that system controls were operating effectively and that there was a sound control environment contributing towards the council achieving its corporate objectives. 
1.3. To ensure that Council policies were being met and instructions issued to comply with Section 151 Standards were adhered to.

1.4. To check a sample of transactions to ensure they were correct and procedures were being complied with.
1.5. The ensure that assets were safeguarded.
2.     AUDIT OPINION

2.1.
The control environment for the Occupational Therapy Service was considered weak overall. The conclusions which led to the Audit Opinion were as follows:

	Area of Audit
	Conclusion

	Previous Audit Recommendations
	Weak

	Contract/ Agreements
	Occupational Therapy Assessment Service
	Weak

	
	Servicing of Community Equipment
	Adequate

	
	Integrated Community Equipment Store
	Weak

	Integrated Community Equipment Store (ICES)
	Purchasing
	Adequate

	
	Control of Stores
	Sound

	
	Insurance
	Weak

	VFM
	Weak


2.2.
The table above is a summary of the conclusions arrived at in the findings section of the audit report and is based on evidence obtained during the review.
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) Contract – Occupational Therapy Assessment Service:
· Whether the contract had been signed by both parties and sealed with the common seal of the Council.

· Whether the contract clearly states what is payable under the contract and what services are to be provided.

· Whether regular monitoring was being carried out by Adults, Health and Social Care to check that the terms and conditions of the contract were being adhered to.
b) Contract – Servicing of Community Equipment:
· Whether the contract had been signed by both parties and sealed with the common seal of the Council.

· Whether the contract clearly states what is payable under the contract and what services are to be provided.

· Whether regular monitoring was being carried out by Adults, Health and Social Care to check that the terms and conditions of the contract were being adhered to.
c) Agreement – Integrated Community Equipment Store:
· Whether a Partnership Agreement had been signed by representatives from all parties.

· Whether the Partnership Agreement clearly states what is payable under the agreement and what services are to be provided.

· Whether monitoring procedures were clearly laid down within the Partnership Agreement.

· Whether regular monitoring was being carried out by Adults, Health and Social Care Management in line with the Partnership Agreement.  

d) ICES - Purchasing:
· To review the systems and management control arrangements in place.

· Whether appropriate checks are undertaken prior to payments being made.
· To check for duplicate payments.
e) ICES – Control of Stores:
· Whether full responsibility for the efficient running and effectiveness of the store had been delegated to a named officer.
· Whether stock and stores were being held securely.
· Whether there was a system in place to record the number and value of all items held in the store.

· Whether there was an adequate system in place to provide an adequate audit trail of all issues from the store.

· Whether there is a check to confirm stock to the stock control records.

· Whether the disposal of obsolete stock was being adequately recorded in the stores record.
f) ICES - Insurance:

· Whether there was appropriate insurance cover.

1.6. VFM:
· To comment on whether or not the findings from the audit demonstrated whether VFM was being considered and achieved.
4.
MAIN FINDINGS
4.1 The main findings which led to the Audit Opinion of weak were as follows:
a) Some budgets appeared excessive compared to previous year’s expenditure. 
b) The Gateway process had not commenced at the time of the audit meaning that it would be difficult for the service to implement the proposed new model prior to the expiry date of the contract in place, being the 31st March 2015.
c) A signed and sealed contract was not in place for the Occupational Therapy Service, as was the position at the time of the previous audit. 

d) Various amendments had been made to the draft contract however Legal Services had not been informed of the amendments.

e) Despite being included in the terms of the contract there was no evidence that policies and procedures for monitoring, evaluation and quality audit had been undertaken.

f) The contract for the Servicing of Community Equipment expired on the 31st March 2013, and a Chief Officer waiver was not in place in order to extend the contract.

g) There was no evidence of a signed partnership agreement for the Integrated Community Equipment Store (ICES) since 2010/11.

h) There was some confusion with regards to which officer was responsible for ensuring the ICES partnership agreement was signed annually and ensuring compliance with it. 
i) Although the latest partnership agreement for ICES states that the councils financial procedure rules, financial framework and probity arrangements applied to the agreement there was evidence that Contract Procedure Rules had not been complied with, as tendering exercises had not been undertaken as required and contracts were not in place where appropriate.  

j) There was no evidence of a management group in place for the ICES as detailed within the partnership agreement. 

k) A review of the Accounts Payable splash screens identified a number of outstanding transactions on the system. It was identified that the appropriate option had not been allocated to the ICES budget manager. 
l) Although the ICES Services Manager stated that an annual stock take was usually undertaken it was established that no stock take had been carried out in the 12 months prior to the audit, the reason given that a new stock system was being considered. It was further established that the value of stock held had never been incorporated into the Authority’s annual accounts as an Annual Stock Certificate had never been provided to Accountancy. 

m) No reconciliations were being carried out between the changes in stock values on the Client Information System (CIS) compared to the value of the purchases made as detailed in the Financial Ledger.

n) No reference was made to insurance within the partnership agreement. It was established that the Council did not have any insurance cover for the contents of the ICES store.   
5.
MAIN RISKS

5.1
 The main risks identified from the audit findings were as follows:
· Ineffective budget monitoring procedures.
· Implementation of the new Occupational Therapy Assessment Service not completed within the required timescale.
· Possible non-provision or wrong provision of service to vulnerable people.
· Possible reputational damage.
· Outcomes not achieved leading to poor value for money.
· Unable to take action on inadequate contract performance.
· Unable to resolve disagreements regarding contract payments.
· Non-compliance with contract.
· Service users may not receive the most effective service.
· Value for money not achieved.
· Financial contributions not formally agreed.
· Responsibilities not agreed and communicated.
· Non-compliance with Contract Procedure Rules.
· Lack of governance and control.
· Lack of communication between all parties as to whether outcomes are being achieved.
· Misuse of system not identified.
· Duplicate payments.
· Inaccurate commitment figures affecting budgetary control.
· Loss of assets.
· Misstatement in the Council’s accounts.
· Inaccurate stock checks.
· Significant loss in case of fire or theft.
6.
RECOMMENDATIONS SUMMARY
6.1
The Action Plan, which shows the recommendations made to management along with the management response received is detailed at 7.1.
6.2
It is normal audit practice to carry out a follow-up audit where an Audit Opinion of weak is given. This is usually carried out 3 months after the date of the response. It was noted however that the target implementation date for all of the recommendations was stated as being September 2015. The response provided to Internal Audit stated however that it was management’s intention to achieve a number of actions before that date. It is for this reason that a follow-up form was issued to management in order to establish what action had been taken. The response to this is also detailed at 7.1 for Members information. 
6.3
Internal Audit will carry out a follow-up audit later in the year, at which point the Audit Opinion will be re-assessed. This will be reported to Members through the Tracking Report which is presented to each meeting of the Audit Committee.
7.          ACTION PLAN AND MANAGEMENT RESPONSES 
7.1
Action Plan and Management Response to Recommendations made in Internal Audit Report Issued 26th January 2015 and Response the Follow-up of the 8th May 2015
	Rec

No.
	Report Recommendations
	Management Response/Proposed Action Plan 
	Name of Responsible Officer
	Proposed Date of Action
	Implemented Yes/No (if no please give details of progress made)

	1.
	The budgets relating to the service should be reviewed, in particular the budget for the OT loan store contribution.
	This will form part of the over arching review of the pathway specification and contract 
	Elaine James
	September 2015
	Yes 

Budget has been reviewed in light of the budget savings programme.

	2.
	Management should ensure that a solution to the commissioning of an Occupational Therapy Service is identified, implemented and legally agreed as soon as possible.
	This is underway. This will form part of the over arching review of the pathway specification and contract
	Elaine James
	September 2015
	Yes

A finalised decision has been taken to bring the service in house into CMBC.  Legal consultation is now underway with the affected staff.

	3.
	Management should ensure that there is a signed and sealed contract in place for the Occupational Therapy Service.
	This is underway. This will form part of the over arching review of the pathway specification and contract
	Elaine James
	September 2015
	Yes 

Documentation has been put into place to cover the period through till 30th June 2015.  Service transfers into CMBC from 1st July 2015.

	4.
	Legal Services must be consulted regarding all amendments to contracts.
	This is achieved through the Gateway to Procurement process
	Shelley Watson
	September 2015
	Not yet but on target for September 2015.

	5.
	Management should ensure that the service provider is complying with the service specification by putting in place appropriate monitoring arrangements.
	This is achieved through contract monitoring arrangements
	Elaine James
Shelley Watson
	September 2015
	Yes

Monthly contract meetings are now scheduled and taking place.

	6.
	Management should ensure that Servicing of Community Equipment is progressed through the Gateway process and a contract put in place as soon as possible.
	This is underway. This will form part of the over arching review of the pathway specification and contract
	Elaine James

Shelley Watson
	September 2015
	Not yet but on target for September 2015. This is underway through the annual Procurement Plan. This will form part of the over arching review of the pathway specification and contract.

	7.
	Arrangements should be put in place to ensure that the partnership agreement is reviewed and signed by all parties.
	This is already in place, however for OTAS it was decided to regard it as a discrete contract
	Pippa Corner
	September 2015
	Not yet but on target for September 2015. This is in place for the partnership with CHFT, however the loan store is not part of the partnership agreement but is managed through a contract which is being reviewed.  Documentation will be updated by September.

	8.
	A named officer should be given responsibility for ensuring that an ICES Partnership Agreement is signed annually and the terms and conditions of the agreement are complied with.
	This is achieved through contract monitoring arrangements
	Elaine James

Shelley Watson
	September 2015
	Not yet but on target for September 2015. This will be achieved through contract monitoring arrangements once a new contract is in place.

	9.
	Management should ensure that a tendering exercise is undertaken in compliance with contract Procedure Rules and that there is a signed and sealed contract in place for all supplies of goods or services with a value in excess of £60,000.
	This is achieved through the Gateway to Procurement process
	Elaine James

Shelley Watson
	September 2015
	Not yet but on target for September 2015. For OTAS the decision has been taken to bring the service in house.  Legal work is underway to complete the TUPE process by 1st July 2015.

For ICES further work is ongoing and reporting to the Directorate’s Performance Board to determine the best options for proceeding.

	10.
	A Management Group, constituted in accordance with the Agreement should meet quarterly and deal with the issues as detailed in the Agreement.   
	This is achieved through contract monitoring arrangements
	Elaine James

Shelley Watson
	September 2015
	Not yet but on target for September 2015.

	11.
	Management should arrange for the ICES budget manager to have the option to export data relating to outstanding transactions appearing on Accounts Payable splash screens to allow her to monitor and investigate outstanding transactions fully and clear the transactions from the system.
	We will liaise between services to determine the feasibility of this recommendation.
	Liz Wainwright
	September 2015
	Discussions still ongoing between finance, children’s and A,H&SC, but will be achieved in accordance with  September timescale.

	12.
	The officer given responsibility for the ICES partnership agreement should ensure that there is an annual stock check, the results of the stock check are reported to the Management Group, and an Annual Stock Certificate is provided to Accountancy. There should also be a comparison of changes to the stock records compared to purchases and write-offs.
	This is achieved through contract monitoring arrangements
	Elaine James

Shelley Watson
	September 2015
	Not yet but on target for September 2015.

	13.
	When the stock take is completed, a comparison should be made between the changes in stock levels and purchases made as shown on the financial ledger, taking into account any write-offs.
	We will liaise between services to determine the feasibility of this recommendation.
	Liz Wainwright
	September 2015
	Not yet but the service manager is planning to undertake this in line with the timescale.

	14.
	a) Advice should be requested from the Insurance Manager on appropriate insurance cover for the contents of the ICES store.
b) Consideration should be given to negotiating with the partners for insurance arrangements to be included within the partnership agreement so that the costs are shared.
	We will liaise between services to determine the feasibility of this recommendation.

We will liaise between services to determine the feasibility of this recommendation.


	Liz Wainwright
	September 2015
	Not yet but on target for September 2015. Advice from insurance departments in CHFT and Calderdale that this is to be written into the new contract.  
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