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INTERNAL AUDIT REPORT
Confidential

To:
Financial Accountant

cc:
Head of Finance 


Chief Executive



From:
Service Manager - Internal Audit 

FINANCE SERVICE – FINANCIAL ACCOUNTANCY
1.
Auditee and Background
1.1 The auditee is the Financial Accountant.

.

1.2 The main activities of the section are as follows:

· Preparation and submission of the Council’s annual financial statements

· General Ledger maintenance on Integra

· Administration of the Financial Assessment Register

· Supervision and administration of the process for budget and actual recharges

· Report writing on Seagate

· Maintenance of the authorised signatory database

· Maintenance of petty cash imprests

· Control of access to Integra 

· Provision of advice on VAT related matters and submission of the monthly return 

1.3 The work of the section is governed by Local Authority legislation, Statements of Recommended Practice (SORPs) and Financial Reporting Standards (FRSs).  From 2010/11, preparation of the annual financial statements will be governed by international standards (IFRSs)

1.4 The Financial Accountant is Budget Responsible Officer (BRO) for the following cost centres:

· SRF3400
Financial Accountancy

· SRF3405      Technical/Clerical Assistant

As these are Support Ledger codes, all costs are recharged to other services at the end of each financial year.

The combined budgets for 08/09 and 07/08 are as follows:

	 
	2008/09
	2007/08

	Support Ledger
	£
	£

	Employee Costs
	132,366
	129,187

	Operating Costs
	7,594
	9,370

	Financing Costs
	375
	375

	Recharges In
	46,328
	43,822

	Recharges Out
	-186,663
	-182,754

	 
	0
	0


He is also the BRO for the VAT codes and for a number of cost centres that are utilised at the year-end – loans fund, transfers to balance sheet, suspense codes and recoverable costs.   These generally do not have budgets attached with the exception of the loans fund, which has Period 13 budgets.
1.5 The establishment of Financial Accountancy is as follows:

	Post
	FTE

	Financial Accountant
	1.0

	Senior Assistant Accountant
	1.0

	Assistant Accountant
	1.0

	Technical/Clerical Assistant
	1.0


1.6
The software utilised within Financial Accountancy is:

	Provider
	Description

	Microsoft Office
	Excel, Word, Access & Outlook 

	iB Solutions
	Integra Financial Management System

	Frontier Software
	Complete Human Resource Information System (CHRIS)

	Seagate/Crystal Reports
	Reporting Tool

	iB Solutions
	Integra Login database


2.
Audit Scope
2.1 This is an audit of Financial Accountancy

2.2 The audit encompassed a review of the administration and controls surrounding the application of statute and Council policy, system access controls and their alignment with job responsibilities and segregation of duties, access to end-user systems and back-up routines, application of value for money and contingency plans; Human Resource Management including staffing arrangements, overtime claims and employee performance reviews; Financial Management/Accountancy incorporating budget monitoring, journals, Financial Assessment Register, petty cash, authorised signatories, VAT returns, credit reference checks and the Asset Register and Miscellaneous including statistical returns, travel and Retention and Destruction. 

2.3
The audit scope period within which audit tests were performed was the nine months to 30 November 2008.

Details of areas tested during the course of the audit are attached, Appendix 1.

3. Key Audit Issues

3.1
The Financial Accountant is a key employee as he is responsible for the preparation and submission of the Council’s annual financial statements.  It is our opinion that there is insufficient cover for this role in the event of his unexpected absence, particularly at critical times of year.

4.
Audit Issues

4.1 
Credit reference and status checks are not being carried out on behalf of Port Operations on shipping agents working at Sullom Voe.

4.2 
The Retention and Destruction Schedule is not being consistently adhered to in Financial Accountancy, in contravention of Data Protection legislation.

4.3 
The Prudential Code requirements are not being timeously met.

5.
Other Observations
5.1
We would like to take this opportunity to thank all staff for the time, patience and assistance afforded to Internal Audit during the course of the audit assignment. The positive attitude shown by staff was much appreciated during the audit.
5.2
This audit will be followed up in approximately twelve (12) months time when areas of concern identified will be reviewed.

6
Auditee Response
6.1
A written response is required, to the Head of Finance, with copies to all recipients of this report by 20th February 2009


6.2
Attached as Appendix 2 is an action plan that requires to be completed and returned to Internal Audit.

Date:
23rd January 2009

Report No: IAR/FA/0809
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