AUDIT COMMITTEE AGENDA ITEM: 9
25™ SEPTEMBER 2012

INTERNAL AUDIT PROGRESS REPORT

Portfolio Holder Clir Neal Davey
Responsible Officer Audit Team Leader

Reason for Report: To update the Committee on the work performed by Internal
Audit in the 2012/13 financial year to date.

RECOMMENDATION(S): The Committee notes the contents of this report.

Relationship to Corporate Plan: Effective Internal Audit plays a fundamental role in
assisting the Council to deliver its corporate and improvement plan.

Financial Implications: None
Legal Implications: None
Risk Assessment: None
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Introduction

The four-year strategic audit plan for 2012/13 to 2015/16 and annual work
plan for 2012/13 were presented to the Audit Committee at its meeting on 20
March 2012, where they were approved.

The purpose of this report is to provide the Committee with a progress report
of performance against the 2012/13 Internal Audit work plan for the period
from 1 April to 31 August 2012.

Progress to date and scope of audit activities

The Audit Plan is split into the following sections:

» Core Audits

* Systems Audits

» Other Work (including fraud/ irregularity/ consultancy/contingency)

Core Audits

The 2012/13 audits began on 23 July. This is 2 months earlier than last year
in order to ensure they are done in a timely manner this year.

The core audits are given priority as they cover the Council's key financial
controls and also the areas where the level of income is material in the
context of the Council's annual accounts. These audits are required to be
carried out on an annual basis as part of the managed audit process with the
Council’'s external auditor, the Audit Commission. The external auditor places
reliance on the work of Internal Audit when expressing an opinion on the
Statement of Accounts.

Members will be given an update as the reports are finalised as usual.

MDDC Report [title] 1

\"



2.3

231

2.3.2

2.4

241

24.2

2.4.3

244

245

3.0

3.1

3.1.1

3.1.2

3.1.3

3.14

Systems Audits

Systems Audits have been completed for the Leisure Centres, Building
Control Income, Standby and Gifts & Hospitality and Register of Interests.
The audit opinions are included in section 3 below.

The recommendations’ tracking follows as appendix 1.

Other Work

The Internal Audit team continue to administrate Spar and provide input into
the Corporate performance reports.

Data quality checks are carried out on committee reports as required.

One Auditor takes part on job evaluation panels and takes minutes for
investigations for HR, the second is providing some cover for the finance
systems administrator role at present until a replacement member of staff is
recruited.

The Audit Team Leader carried out an investigation for HR and has been
involved in setting up the Corporate risk register on SPAR as part of the
Annual Governance Action Plan.

The Audit Team Leader has also carried out an investigation into a potential
tax liability.

Audit Opinions
These opinions have been issued since the last Committee meeting:

Leisure Centres

All three sites make inventive use of their available space and facilities to
maximise income. Some “spend to save” projects have already been put in
place and more work is planned in 2012/13.

There are several remaining issues with the new software which need to be
resolved with the supplier as a matter of urgency; a meeting is being
organised for the end of July 2012.

Of the three sites only Culm Valley is budgeted to cover direct costs and this
Is before management, administration and recharges. The main problems are
to do with staffing issues; working patterns are complicated and change
frequently which cause HR and Payroll a lot of additional work as well as
being difficult for the duty managers when preparing timesheets. The working
patterns outside “normal” working hours are very expensive in salary terms for
the Council whereas private suppliers would just pay flat rate for a regular shift
pattern.

This means that MDDC cannot operate on an equal footing with private
suppliers in the areas of the Council's business where we are in competition
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for customers. This applies not just to Leisure but all non-statutory services
MDDC supplies where we are in competition with other suppliers.

It is the overall opinion of the auditor that the Leisure system is adequately
controlled.

Gifts & Hospitality and Reqister of Interests

The Constitution comprehensively addresses the matter of the register of
interest and of gifts and hospitality as part of the Members code of conduct.
The Members are also adequately briefed and all Members have to complete
a declaration of Acceptance of Office on election in which they undertake to
observe this code.

For employees the system is similar; there is an Officers Code of Conduct and
all staff are also required to agree to the terms and conditions contained
therein before they start work. However the return of the forms evidencing the
acceptance of the terms is not well monitored and incomplete. In addition the
annual reminder (by e-mail to all staff) of these terms has not happened for
some time.

It is the overall opinion of the auditor that Gifts and Hospitality and the
Register of Interests are adequately controlled.

Building Control Income

Under the The Building (Local Authority Charges) Regulations 2010 you
would not expect the Building Control section to cover all their costs because
there is always going to be a proportion of non-chargeable work such as
advice, disabled adaptions etc. Whether the outturn should be considered
acceptable or not hangs entirely on whether it amounts to the actual
proportion of non-chargeable work done by the section. There is little
evidence to suggest that this is being monitored as carefully as required by
the Building (Local Authority Charges) Regulations 2010 so this is an area
that needs improvement.

On benchmarking with other nearby Local Authorities (LAS) it would appear
that they are encountering similar problems and reductions in income to
MDDC which would imply MDDC'’s Building Control section is not performing
badly. It also appears that our standard prices are similar to other LAs. The
Performance Indicators have improved over the last 3 years too.

However, there are a number of weaknesses in the systems of internal check
and control that need to be addressed by the service. These include lack of
paperwork on file to support pricing calculations outside the standard tables
and the implementation of guidelines for extra discounting.

It is the overall opinion of the auditor that the Building Control system is
adequately controlled.
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3.4  Standby

3.4.1 The Standby service appears to be well run and managed and provides a
good service for customers.

3.4.2 However due to the lack of a structure to the manning of the service and in
the absence of agreed standards for performance the Service and MDDC is
laid open to potential censure and even litigation, this could be easily rectified.
In this area it is the opinion of the auditor that the system is poor.

4.0 Conclusion

4.1 The focus of the Audit Team until 31 December 2012 will be the Core audits
to ensure our performance target of carrying out 100% of these audits is
achieved.

Contact for more Information: Catherine Yandle, Audit Team Leader, x4975
Circulation of the Report: Management Team and Clir Neal Davey
List of Background Papers: None
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