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 FILLIN "Committee, Place, and Date and Time..." \* MERGEFORMAT 
INTERNAL AUDIT REPORT
Confidential

To:
Service Manager – Management Accountancy

cc:
Head of Finance 


Chief Executive



From:
Service Manager - Internal Audit 

Management Accountancy, Finance, Executive Services
1.
Auditee and Background
1.1 The auditee is the Service Manager, Management Accountancy, Finance, Executive Services.

1.2 The core activities undertaken by Management Accountancy are as follows:

· Provision of financial management information and advice to budget responsible officers, Executive Management Team, Councillors and external bodies to assist them in budget preparation, monitoring, control and outturn.  

· Monthly revenue and capital management accounts process and year end closedown.

· The co-ordination of the budget setting process.

· Provision of costings and other financial analysis of an adhoc nature for best value reviews and service planning.

· Reviews, comments and provides input into reports through the agenda management process.

· Completion of financial and statistical returns for external agencies relating to revenue and capital service expenditure.

· Provision of financial training to budget responsible officers and other members of staff involved in financial activities.

· Maintenance of the fixed asset register and carrying out associated capital accounting entries, also providing financial information and advice on accounting for fixed assets and entries held within the fixed asset register.

1.3 Section 95 of the Local Government (Scotland) Act 1973 requires the Head of Finance to ensure proper financial administration throughout the Council.  Proper financial regulations are further defined in legislation and in external financial regulations and standards (the main ones being the Local Authority Accounting Code of Practice in the United Kingdom, Statements of Recommended Practice, Financial Reporting Standards and the Prudential Code for Capital Finance in Local Authorities.

1.4 The Service Manager Accountancy is the budget responsible officer for the following 2007/08 budgets:

	Support Ledger
	£

	Employee Costs
	300,303

	Operating Costs
	15,468

	Finance Costs
	810

	Agency Charge
	-3,150

	Recharges In
	71,414

	Recharges Out
	-384,845

	
	0

	
	

	General Fund
	

	Community Councils
	325,024

	Electoral Registration Internal Recharge
	74,275

	NDR Valuation Internal Recharge
	118,840

	CT Valuation Internal Recharge
	103,986

	SCSS Grants 
	15,485

	Revenue Support Grant
	-71,127,956

	Revenue Fund Contribution
	-5,125,617

	
	-75,615,963

	Valuation Joint Board
	

	Joint Costs
	473,756

	Shetland Costs
	297,101

	Orkney Costs
	284,576

	
	1,055,433

	Reserve Fund 
	

	Councillors’ Christmas Grant
	4,529

	SICCT Allowances
	478

	Reserve Fund Administration
	32,110

	Graduate Placement Scheme
	291,411

	Modern Apprentice Scheme
	140,000

	
	468,528

	
	


1.5 A restructuring was approved by Council in September 2007.  (Report F025-F, Minute Ref 122/07).  The new Management Accountancy establishment is as follows:

	

	Permanent Establishment
	
	

	Post
	Grade 
	FTEs

	Service Manager
	APT&C
	1.00

	Management Accountant
	APT&C
	2.00

	Senior Assistant Accountant
	APT&C
	3.4

	Assistant Accountant
	APT&C
	3.00

	Total Full Time Equivalents
	 
	9.4


1.6
The software utilised within Management Accountancy is:

	Provider
	Description

	Microsoft Office
	Excel, Word, Access, Outlook & Powerpoint

	iB Solutions/Integra
	Financial Management System

	Frontier
	Complete Human Resource Information System

	Terrarius Assets System 
	Asset Register

	Benefactor 
	Loans Database System

	Seagate/Crystal Reports 
	Reporting Tool


2.
Audit Scope
2.1 This is an audit of Management 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; Human Resource Management including staffing arrangements, overtime and expense claims, staff terminations and transfers, and recruitment; Coding Structure; Budgetary Control; Journals and Virements and Miscellaneous including recharges, returns, asset register, setting harbour dues and the procedures for preparing and completing Valuation Joint Board and ZetTrans accounts.

2.3
The audit scope period within which audit tests were performed was the nine months to 31st October 2007

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

3. Key Audit Issues

3.1 CHRIS access rights for Management Accountancy should be reviewed and amended by the Service Manager in consultation with ICT’s Security and Operations Manager.  Resolution of this matter lies with ICT not Management Accountancy.  Audit will perform a wider review in January 2008 to see whether this is a pervasive issue.

4.
Audit Issues

4.1 A programme of how and when Integra data requires archived should be drawn up in order to ensure a robust and resilient financial management system into the future. Furthermore, Integra Organisational Views should be updated to reflect the current structure.

4.2 Virements must always be appropriately authorised and have adequate back up documentation.

5. Other Observations

5.1
It was noted throughout the audit that there is improved procedures documentation in place.

5.2
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.
5.3
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 18th January 2008.


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

Date:
21st December 2008                                          Report No: IAR/MA/12/2007
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