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TO:
Scrutiny and Performance Committee
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Treasurer to the Fire Authority

DATE:
18 January 2007

IMPLEMENTATION OF 2005/06 INTERNAL AUDIT FINDINGS – UPDATE REPORT

1.
Purpose
1.1
To update the Scrutiny and Performance Committee on the implementation of the 2005/06 internal audit recommendations, as set out in Appendix 1.

2.
Recommendations

2.1
The Scrutiny and Performance Committee is asked to note the report. 
 
3.
Risk Assessment
3.1
Economic and Technological – Recommendations raised within the reports highlight specific action required to counter any potential financial loss of the current financial systems of internal control.  

4.
Background
4.1
Internal Audit Services are provided by Cambridgeshire County Council on a contractual basis to the Fire Authority.

4.2
The Internal Auditor highlighted an overall opinion of: “A sound environment of internal financial control is evident at the Fire Authority, and during 2005/06 the Fire Authority’s financial controls in the systems examined were on the whole operating satisfactorily”.

4.3
The Scrutiny and Performance Committee requested an update detailing the progress being made on implementing the recommendations highlighted by the Internal Auditor.  At the September meeting of this Committee it was reported that, 27 of the 49 recommendations had been fully implemented with progress being made against a further 17.  Appendix 1 details only the recommendations that were outstanding from September.

4.4
Further progress has been made, with 39 recommendations now being fully implemented.  Only 2 recommendations remain with no progress being made to date.     
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Key:

	No progress (2)
	Progress being made (8)
	Recommendation implemented (39)


Audit Report:

Capital Programme Audit

Audit Opinion:
Substantial Assurance

	Audit Recommendation
	Management Response
	Progress

	A documented tender evaluation should be prepared and retained for all contracts over £15,000 to provide assurance that the Authority has taken reasonable steps to achieve the principles of “value for money”.
	Agreed.  Procedures to retain all tender evaluation information and to take reasonable steps to ensure value for money are firmly established.
	

	We recommend that, for future purchases through framework agreements, the reasoning behind the supplier selection is fully documented.
	Agreed.  This is now incorporated within the standard procurement process.
	

	We recommend that discussions are held with the Contract and Procurement Manager to establish the recording method (on the tender opening record) for contracts that require a schedule of rates.
	Agreed.
	

	For future contracts above £15,000, where 4 relevant contractors cannot be identified, we recommend that approval or comments are sought from the Contract and Procurement Manager prior to the tender process commencing.
	Agreed.  This is now incorporated within the standard procurement process.
	


Audit Report:

Fixed Assets

Audit Opinion:
Substantial Assurance

	Audit Recommendation
	Management Response
	Progress

	The Fire Authority’s Policy Directory should be updated to reflect the up-to-date procedures that staff are expected to be following, particularly in the property and finance sections
	The Authority’s Asset Management Plan and Strategy was completed in and approved by members in October 2006.
	


Audit Report:

Key Financial Management Systems Operated Through DREAM

Audit Opinion:
Substantial Assurance
	Audit Recommendation
	Management Response
	Progress

	In order to ensure that the Authority can meet its target of 100% of invoices paid on time, it is recommended that the procedures for handling and recording disputed invoices are revisited.
	Processes in place are adequate and performance continues to improve.
	

	It is recommended that Finance and Contract Management liase with the personnel section to progress the production and receipt of automatic starters and leavers’ reports for the purpose of maintaining the user database on DREAM.
	Recommendation Agreed.  This will be performed by the new Business Development Unit when fully operational.
	


	Audit Recommendation
	Management Response
	Progress

	It is recommended that the Senior Finance Officer continue to investigate the use of the background audit trail facility. Further discussions should be held with Internal Audit if this facility is found to reduce the stability of the DREAM system.
	Recommendation Agreed.  We will look to implement this function as part of the finance system upgrade process.  The financial system will not be upgraded before June 2007.
	

	Incorporating guidance within SAMO’s on the stages to be followed during the recovery of outstanding debts.
	Recommendation Agreed.  The debt process is now documented within the appropriate SAMO.
	

	It is recommended that consideration is given to including the following statement on debtor invoices: -

“All Cheques or Postal Orders should be addressed to the Cambridgeshire Fire and Rescue Service”
	Recommendation not agreed. This issue is not considered material owing to the fact that the name and address being clearly marked on all invoices.
	

	Consideration is given to separating the functions of undertaking Bank Reconciliations, handling Loans and arranging Investments.
	Head of Finance to undertake review of processes monthly to ensure validity.  This review is now complete and, where possible, separation of duties will be applied.  However, owing to the size of the finance team this will not always be possible.
	

	Consideration is given to creating internal procedure notes on the procedures to be followed during the bank reconciliation process.
	Recommendation Agreed.  Complete.
	


Audit Report:
Payroll and Employee Expenses

Audit Opinion:
Moderate Assurance
	Audit Recommendation
	Management Response
	Progress

	The role of Resource Link Systems Administrator should be separated from the Payroll and HR functions. IT staff may be best placed to perform this role.


	It is our belief that IT would not be the appropriate place for this work to be undertaken, as they would have no vested interest in ensuring that the correct levels of access were being upheld nor that statutory and general parameters were correctly and accurately maintained.  Under the terms of the CFRS Organisational Review it is intended that a business development function be created and this role will have the responsibility for this function and for ensuring that the appropriate controls are in place throughout the organisation.
	

	We recommend that payroll output be independently verified with documentary evidence provided (i.e. signature of the checker and the date performed) prior to the payroll run. Roles and responsibilities over the input and authorisation of payroll data may need reviewing to achieve this.
	All payroll output is checked prior to the payroll run and this is evidenced by the completion, for each payroll, of the Payroll Period Checklist and the appropriate payroll books being signed off by the Payroll Manager.  There are also robust controls in place within the organisation that would immediately identify any/all material variances to pay.
	


	Audit Recommendation
	Management Response
	Progress

	Responsibility for the management and monitoring of sickness absence should be clearly defined and monitored to ensure compliance.  


	Management and monitoring of sickness absence has now transferred to HR.  Absence monitoring and measurement is now taking place but will improve.  The Sickness policy is in the process of review and an amended policy with reinforced control measures is to be launched
	

	We recommend that consideration be given to producing the following exception reports, to assist in the routine monitoring of payroll data and transactions. 

A material pay difference report for all payrolls, (to reflect all changes to net pay exceeding an amount agreed by management).

A report of changes to standing data (grade, salary, bank details etc) for all payrolls, to be independently reviewed.

A report to verify that all records have a valid NI number and tax code.


	A pay difference report is run for all payrolls, although this may be at a higher level than would be preferred.  We are satisfied that the control being exercised at the front end of payroll processing is robust and will therefore immediately identify any material differences.

The Payroll Manager independently checks all changes to standard data; as such changes are undertaken by HR.  Where a request to change bank account details is actioned by the Payroll Team, the request is filed on the appropriate PRF.  We feel that these controls suffice.

The P35 report is run each month, for each payroll.  Any occasions where NINOs or tax codes have been omitted will be shown on the exceptions to this report.  This exception report is clear, and always has been, and this was demonstrated to the auditor.
	


	Audit Recommendation
	Management Response
	Progress

	We recommend that procedures are standardised and documented, including authorisation levels and management reporting to be applied across all Districts.
	Agreed.  
	

	All independent checks should be signed by the checker to demonstrate accountability and to demonstrate that an adequate separation of duties exists.
	All authorisations are undertaken “on-line” by the designated authoriser and an audit trail of authorisations is held within the system and therefore a paper trail will not be implemented.  Responsibility for system control of valid authorisers is undertaken by the Deputy Payroll Manager who strictly maintains and monitors access.  However changes to authorisation levels will be standardised.
	


	Audit Recommendation
	Management Response
	Progress

	Access to data input by other Districts should be restricted to “read only”.
	It is not possible for anyone to have any access to data for other District’s – either on a read only basis or otherwise.  Incorrect and misleading information was provided by the District concerned to the auditor.
	

	Procedures should ensure that HR staff communicate to Payroll details of staff due to leave the Authority as soon as possible – especially given the short period of notice.
	This is a management issue, Line Managers are also being advised of their responsibility to notify HR when staff leave.
	

	A travel and subsistence amount submitted did not reconcile to the amount paid.  A difference of £500 was identified.  We recommend that CPFA Payroll and Finance further investigate the case referred.
	A reconciliation for this entry will be undertaken.
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