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1
PURPOSE

1.1
To submit to committee the internal audit annual report for 2006/07.

1.2 Relevance to the Council’s ambitions and priorities:

· The Council has a statutory duty to maintain an adequate and effective system of internal audit to ensure the continued efficient running of its’ services.

2
BACKGROUND

2.1
Internal audit ensures that good internal controls are inherent in all the Council’s systems.  All services are identified into auditable areas and then subjected to a risk assessment process looking at factors such as materiality, audit experience, assurance assessment, fraud, etc.  A risk score is then calculated for each area.

2.2
An operational audit plan is then produced to prioritise resource allocation based on the risk score.  All high-risk areas are covered annually with the medium and low risk areas covered at least twice over a three-year period.

2.3
The plan was subject to review periodically during the year to reflect the changing nature of risk within services and also the available resources within the internal audit section.

2.4
The detailed annual plan for 2006/2007 is attached as Annex 1 but in summary resources for the year were allocated as follows:

	Audit Area
	2006/07 Planned days

	Fundamental (Main) Systems

	360

	Non – Fundamental Systems
	26

	Probity and Regularity
	77

	On-going checks
	53

	Risk Management, Performance Indicators, etc.
	44

	
	560


3 2006/2007 INTERNAL AUDIT YEAR

3.1 During the past year we have assessed the majority of the Council’s core financial systems using a comprehensive systems based approach.  This involves comparing actual controls present within the various systems to the expected controls, in order that we can provide an assurance on the adequacy and effectiveness of those controls.  It was our intention at the start of the year to review all fundamental systems but this year this has not been achieved, due largely to the significant amount of testing required to provide the appropriate assurance.  Housing Benefit and general ledger systems have not been examined but work will be done on them in the early part of 2007/08.  In addition to systems work the section carry out a wide range of operational audits across all services and continue to carry out periodic checks to prevent/detect fraud and corruption e.g. salary checks, creditor payments, income monitoring etc.

4
SUMMARY OF AUDITS CARRIED OUT AND MAIN FINDINGS

4.1
Whilst it would be impractical to include details of all the audit reports and their recommendations, I have listed below some of the main findings.

4.2 Private Drain Clearances

Examination of recharges for private drain clearance works carried out by works administration staff to ensure all expenditure had been fully recharged to customers and all accounts promptly paid.

All works had been recharged in full and accounts promptly raised.  No recommendations arising.

4.3
Clitheroe Market


All aspects of operation at the market were examined.  Difficulties were encountered in matching up certain receipts to income paid in and the market superintendent was advised to ensure that receipts be issued in all cases to cabin/stall holders for any rent paid.

4.4
Employees – Council Tax and Housing Benefit Check


Check to ensure that all council employees and elected members living in the Ribble Valley are registered for council tax and where any discounts or benefits were being claimed, that these were valid.


A number of cases required further investigation but these have all now been explained.  No recommendations arising.

4.5 Letting of Contracts by negotiated tender

Following a request from the Director of Resources an examination was undertaken into the letting of contracts by negotiated tender.  Rather than a formal tendering exercise, negotiations take place between the existing contractor and our quantity surveyors to arrive at a price for certain improvements contracts.  All negotiated tenders are agreed by the chairman and shadow chairman of housing committee.  All works are reported to committee and where appropriate members approved the waiving of standing orders to allow the negotiated tender process to continue.  I am happy that all such contracts have been appropriately let and members of housing and policy and finance committees kept informed of negotiations throughout. 

4.6 Creditors System

Systems based audit looking at ordering, receipt of goods and payments.  Controls in place were fundamentally sound and reflected a good standard in the work carried out.  Recommendations included:

· All staff be reminded that official orders must be used when requesting goods and services, and that all orders must be authorised by an officer named on the approved list of signatories.

· Particular attention should be paid to supplier’s payment terms stated on invoices to ensure the Council are not penalised in any way for late payment.

4.7 Housing Benefit Cheque Delivery

Random sample of 20 cheques delivered to claimants in February 2007 with the request that they confirm that there have been no change in circumstances.  The exercise once again proved worthwhile, generating a number of queries which were passed to the fraud/control officer for further investigation.

4.8 Rechargeable works

Examination of recharges for works carried out by the Council’s mechanics, work admin, housing maintenance and building control sections to ensure that all works had been recharged in full to customers and that accounts were promptly paid.

All works had been recharged in full and accounts – in the main – promptly paid.  Normal recovery procedures were followed where accounts were not paid within 14 days.

4.9 Renovation and Disabled Facilities Grants

Examination into the procedure for payment of grants, ensuring compliance with legislation and correct assessment of applicant’s contribution where applicable.  System operating effectively – 16 renovation and 25 disabled facilities grants checked.  The only recommendation arising was to ensure that all means test calculations be checked and verified by a second officer.

4.10 Car Mileage Claims

Checked all mileage claims submitted by employees for the period October 2005 – March 2006 to ensure correct authorisation, accuracy, correct rates used, appropriate journeys, etc.  Two underpayments and one overpayment identified.  These were corrected on the next payroll run.

4.11 Sundry Debtors System

Control systems in place were sound and operating effectively.

Recommendations included:

· Any control sheets signed by an unauthorised person should be returned to the department concerned for correct authorisation.

· Sundry debtor control sheets should be forwarded promptly to the accounts section to enable them to raise invoices in a timely fashion.

4.12 Tourist Information Centre

All areas of operation at the centre were examined.  No significant areas of concern identified but a number of recommendations were made to improve efficiency.

These included:

· Copies of till receipts for bookings in respect of coach trips, shows, etc. be attached to the retained copy of the ticket sold to aid reconciliation.

· Copies of all ‘Book a Bed Ahead’ forms be kept in a safe place again to aid reconciliation.

4.13 Housing Benefits – Verification of Tenancy

Wrote to a random sample of 100 housing benefit claimants whose benefit was paid direct to their landlord to confirm continued residence – 95 responses received.  Details in respect of the 5 claimants who failed to respond have been passed to the Fraud/Control Officer for further investigation.

5
CONCLUSION

5.1
In general we found that good and effective controls existed in all the Council’s main financial systems and relatively few areas of weakness were identified. Where we did come across any areas of concern or lack of control systems, these were highlighted in our reports and recommendations made for improvements.  Follow up checks are carried out to ensure any agreed recommendations have been implemented.

PRINCIPAL AUDITOR
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Annex 1

OPERATIONAL AUDIT PLAN 2006/07

	Number of Days Available
	
	780

	Less:
	
	

	Bank Holidays/Statutory
	36
	

	Annual Leave
	65
	

	College
	60
	

	Non-Audit Duties (Insurance etc)
	59
	 220

	
	
	

	Actual Auditing Days Available
	
	560

	
	
	

	Area Of Activity
	
	Days

	General Ledger
	45
	

	Creditors
	45
	

	Debtors
	45
	

	Payroll
	45
	

	Rents
	45
	

	Council Tax
	45
	

	Housing Benefits
	45
	

	NNDR
	45
	 360

	
	
	

	
	
	

	Cash and Bank Reconciliation
	7
	

	VAT
	5
	

	Stores
	5
	

	Mortgages
	2
	

	Loans and Investments
	7
	  26


	AREA OF ACTIVITY
	
	Days

	
	
	

	Car Allowances
	5
	

	Car Leasing
	2
	

	Computer Audit
	5
	

	Land Charges
	3
	

	HB Cheque Delivery
	3
	

	HB Tenancy Verification
	2
	

	Petty Cash
	3
	

	CT/HB/Rent Checks
	3
	

	Staff Expenses
	5
	

	Members Allowances
	5
	

	Fees and Charges
	2
	

	Improvement Grants
	7
	

	Car Parks
	5
	

	Rechargeable Works
	3
	

	Tourism
	3
	

	Longridge Sports Centre
	5
	

	Ribblesdale Pool
	7
	

	Hire of Football Pitches
	2
	

	Homelessness Unit
	2
	

	Private Drain Clearances
	2
	

	Rent Card Balances
	2
	

	Clitheroe Market
	7
	

	Cemetery
	2
	

	Planning Application Fees
	5
	90

	
	
	

	Income Monitoring
	5
	

	Contingencies
	25
	

	Contracts
	10
	40

	
	
	

	Risk Management
	9
	

	Performance Indicators
	30
	

	Corporate Governance
	5
	44

	
	
	

	Total Planned Audit Work
	
	560
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