APPENDIX 1

SUMMARY OF FINDINGS

	SUMMARY OF FINDINGS

                  Control Objective                                     Findings / Risk                                                       Recommendations



	Control Objective
	Findings / Risk
	Recommendations

	
	
	

	1.
GENERAL
	
	

	
	
	

	1.1
Policies and procedures over the control and administration of key areas of operation have been established.
	None
	N/A

	
	
	

	1.2
System access controls are established which are consistent with job responsibilities and achieve appropriate segregation of duties.
	Subject to Verbal Comment
	Verbal comment (access is in line with authorisation however is no longer appropriate) to review INTEGRA access and amend accordingly. 

	
	
	

	1.3
Access to end user systems is adequately restricted and critical system files are backed-up on a regular basis.
	None
	N/A

	
	
	

	1.4
The application of value for money criteria is appropriately addressed.
	None
	N/A

	
	
	

	1.5
Screen savers are utilised in line with the electronic communications policy.
	None
	N/A

	
	
	

	
	
	

	2.
HUMAN RESOURCE MANAGEMENT
	
	

	
	
	

	2.1
Staffing arrangements are appropriately determined and administered in accordance with national conditions and local policy.
	None
	N/A

	
	
	

	2.2
All salary information submitted for payroll input is appropriately completed and subject to prior review and approval.
	There were only 5 expense claims submitted during the audit scope period and all were reviewed.  These had been correctly completed and authorised. None had been appropriately ruled off or totals crossed through.    

Opportunity exists for misappropriation, and thereafter the payment of unauthorised expenses.

Audit Comment #3
	Ensure that expense claim forms are completed in a manner that would prevent any subsequent amendment of expense details.



	
	
	

	2.3
Staff terminations, transfers, extensions and promotions are timeously notified to payroll.
	None
	N/A

	
	
	

	2.4
Staff training and development is carried out in accordance with requirements.
	None
	N/A

	
	
	

	2.5
An up to date register of employees’ interests is maintained.
	None
	N/A

	
	
	

	2.6
Holiday entitlements are carried out in accordance with Council policy.
	None
	N/A

	
	
	

	2.7 Recruitment is performed in line with Council procedures.
	None
	N/A

	
	
	

	2.8
Absence management policy requirements are observed.
	None
	N/A

	
	
	

	3.
FINANCIAL MANAGEMENT
	
	

	
	
	

	3.1
Purchase orders are appropriately   secured and authorised and correctly processed in accordance with Financial Regulations.
	A judgemental sample, of 20 invoice payments, was reviewed against the objective.

1. In 2 cases IPT has been recorded as VAT (5% rate).  A further review of all invoices for 2005/2006 showed that a total of £42,989.77 had been recorded as VAT rather than IPT. However, £40,027.71 of this relating to payment of the main Council insurance policy had been corrected via journal at the time.

2. A further review of transactions on the INTEGRA system showed that over the 6 years prior to 2005/2006 £1616.30 of IPT had been recorded as VAT.

3. In one case no payment authority could be located.

4. One payment authority had not been authorised for payment.

1. There is inconsistency in the recording of IPT.

2. VAT is being recorded against non VAT invoices. 

3. VAT returns will contain non VAT items and will therefore be incorrect.

4. Invoices are not always appropriately authorised or authorisation could not located.

Audit Comment #1
	1. Journals are produced to correct VAT that has been posted incorrectly (We acknowledge that this has now been done by the Payment Manager for 05/06).

2. Ensure that IPT and VAT are correctly recorded on insurance policy payments.

3. Implement a review process prior to each year end to verify that no IPT has been input as VAT.

4. Determine what action should be taken with regard to inaccurate allocations in previous years.

5. Ensure that all invoices are appropriately authorised prior to processing for payment.



	
	
	

	3.2
Budgets are monitored on a regular basis and significant variances investigated.
	None
	N/A

	
	
	

	3.3
Journal entries are authorised and correctly recorded as to account, amount and period.
	In 12 cases from a judgemental sample of 15 no back up to the transactions was in place to evidence that journals were for a valid purpose.  

1. The Council’s procedures are not being followed.
2. There is an insufficient audit trail for journal transactions.
Audit Comment #4
	Ensure that sufficient and appropriate backup is in place prior to authorisation, submission and input of journals.



	
	
	

	3.4
Virements are administered in accordance with Council policy and Financial Regulations.
	None
	N/A

	
	
	

	3.5
Sales Invoices are accurately prepared and approved, issued timeously and correctly posted.
	None
	N/A

	
	
	

	3.6
All Income sources are identified and charges are regularly reviewed.  Cash takings and balances are adequately secured, promptly banked, correctly allocated and fully accounted for.
	None
	N/A

	
	
	

	4.
INSURANCE
	
	

	
	
	

	4.1
Insurance Policies are current, with appropriate cover in place and subject to annual review.
	Subject to Verbal Comment
	Verbal comment to Insurance Officer to retain figures used for annual review calculations.  

	
	
	

	4.2
Insurance contracts are processed in accordance with legislative and council policy.
	None
	N/A

	
	
	

	4.3
Claims are recorded accurately and processed timeously.
	None
	N/A

	
	
	

	4.4
Mortgage properties and Council flat insurance renewals are promptly and accurately issued.
	None
	N/A

	
	
	

	4.5
Contractor insurance details are accurately maintained and updated.
	Subject to Verbal Comment
	Verbal comment – whilst details are being monitored and updated this should be performed on a timely basis.

	
	
	

	4.6
An inventory of insurable assets is maintained and regularly updated to ensure appropriate insurance cover is effected.
	A comparison was made between Fleet Management Unit’s (FMU) records of vehicles and the insured vehicles held by Zurich Municipal.  

· 46 of the 278 vehicles on the FMU list did not appear on the insured vehicles list.  It was confirmed by the insurers that these vehicles were indeed covered by the Council’s motor insurance policy and that the clause in the policy that required these to be recorded would not affect cover.   
· 128 of the 359 vehicles on the insured vehicles list were not on the FMU list.
1. Acquisitions and disposals of vehicles are not being reported to the Insurance section.
2. No review mechanism is in place to ensure that records on the MID are correct.
3. Records used by Police Forces to initially identify insured/uninsured vehicles are not accurate.
Audit Comment #5
	1. Review information currently held by the Fleet Management Unit and on the MID and correct discrepancies.

2. Ensure a mechanism for reporting acquisitions and disposals is implemented and thereafter works effectively.

3. Conduct an annual review of FMU and MID information to identify where discrepancies occur.



	
	
	

	4.7
Insurance costs are consistently and accurately recharged.
	Review of recharges of Insurance section costs for 2004/2005 show that Community Councils and Orkney & Shetland Joint Valuation Board have not been recharged for services.
1. Recharges are not being appropriately apportioned.
2. Two outside bodies were not appropriately recharged for insurance services in 2004/2005.
Audit Comment #2
	Ensure that all charges are appropriately apportioned as part of the year-end recharge process.



	
	
	

	4.8
Details of all drivers of Council vehicles are correctly recorded and appropriate insurance is in place where applicable.
	None
	N/A

	
	
	

	4.9
Statistical returns and performance indicators are accurately completed and promptly submitted.
	None
	N/A

	
	
	

	4.10
The insurance fund is operated in accordance with legislation and Council policy.
	No report could be identified that was submitted to either the Executive Committee or full Council detailing relevant statistical information in terms of claims, incidents and associated costs.

Insurance information is not being appropriately reported to Council

Audit Comment #6
	Produce an appropriate annual report to Executive Committee as committed to in August 2003.



	
	
	

	4.11
An independent review of the insurance fund is performed with an appropriate financial statement prepared.
	Refer to objective 4.10
	Refer to objective 4.10

	
	
	

	
	
	

	5.
RISK MANAGEMENT
	
	

	
	
	

	5.1
Appropriate risk management policies, procedures and structures are in place.
	None
	N/A

	
	
	

	5.2
 A prioritised risk register is in place which covers all areas of the Council and relates to strategic and operational objectives.
	None
	N/A

	
	
	

	5.3
Risk Management initiatives are in place to manage key risks and are adequately planned, controlled and monitored.
	None
	N/A

	
	
	

	5.4
Insurance claims details are subject to review and analysis to identify pervasive issues.
	None
	N/A

	
	
	

	5.5
Incidents and near misses are reviewed and risk management strategies identified and put in place to prevent reoccurrences where appropriate.
	None
	N/A

	
	
	

	6.
CORPORATE GOVERNANCE
	
	

	
	
	

	6.1
Effective corporate governance strategies are developed and implemented.

	Subject to Verbal Comment
	Subject to Verbal Comment that the inclusion of Corporate Governance strategy in the Safety & Risk service plan should be reviewed for appropriateness. 

	
	
	


4

