Report of the Assistant Executive Director
of Finance (Audit and Risk Management)

AUDIT COMMITTEE - 11 DECEMBER 2013

INTERNAL AUDIT RECOMMENDATIONS IMPLEMENTATION UPDATE -
RECOMMENDATIONS OUTSTANDING FOR LONGER THAN 6 MONTHS

1.

1.1

3.2

Purpose of the Report

This report provides Members with the details of audit report
recommendations which have been outstanding for longer than six months
since their original implementation date, as at 31st October 2013. This
information was requested by the Audit Committee at the meeting held on the
6th November 2013.

Recommendation
It is recommended that the Audit Committee:

i. considers the information in support of their monitoring
responsibilities.

ii. receives a further progress report as part of the next Quarterly
Internal Audit Report in order to continue monitoring progress in
implementing the agreed recommendations.

Background Information

The Public Sector Internal Audit Standards (PSIAS) (Standard 2500) requires
the Head of Internal Audit (HolA) to ensure that management actions have
been effectively implemented or, if not, that senior management have
accepted the risk of not taking action. The HolA must implement a follow-up
process for ensuring the effective implementation of audit reports or ensuring
senior management are aware of the consequences of not implementing an
action point and are prepared to accept the risk of such consequences
occurring.

In addition, the HolA should develop an escalation procedure for cases where
agreed actions have not been effectively implemented by the date agreed.
These procedures should ensure that the risk of not taking action have been
understood and accepted at a sufficiently senior management level.

In accordance with the PSIAS, Internal Audit has applied the following protocol
to the follow-up of recommendations in audit reports issued since 1% April
2009:

e all fundamental and significant recommendations irrespective of the
assurance opinion;

¢ all recommendations contained within the annual core financial system
audit reports and;

e reports containing a significant number of merits attention
recommendations giving rise to a negative assurance opinion.




3.3

3.4

3.5

4.1

4.2

In determining whether the agreed recommendation has been implemented
the responsible officer is contacted and asked to provide an update in terms of
progress in implementing the agreed recommendation and asked to provide
supporting evidence if the recommendation has been addressed. If the
recommendation has not been implemented the manager is asked to provide
a revised implementation date. Accordingly, the recommendation
implementation date is revised and an update note recorded within the Audit
Management System.

Senior Managers are also provided with quarterly updates of their outstanding
recommendations and attendance by Internal Audit at Deparimental
Management Team meetings also provides an opportunity to update senior
managers in respect of any outstanding recommendations.

The Quarterly Audit Committee reports provide summary information in
respect of the total number of recommendations made along with the number
of recommendations that require follow-up. Details are provided of the
percentage of recommendations which have been implemented by the original
agreed date, those which have been implemented after the original target date
and those which have been implemented after the revised target date.

Recommendations Outstanding Longer than 6 Months

At the request of the Audit Committee, Internal Audit have analysed all audit
report recommendations in order to identify those which have been
outstanding for longer than 6 months from their original implementation date.
The analysis identified a total of 6 recommendations which fell into this
category, 5 categorised as significant and 1 fundamental recommendation
(see Appendix 1).

One recommendation, due for implementation on the 30" November 2013,
has now been addressed. For the remaining 5 recommendations, Internal
Audit is satisfied that sufficient management attention is being given to
address the agreed actions / recommendations. Internal Audit continues to
receive good co-operation from management and as such is able to closely
monitor any implications that may arise from a delay in implementation.
However, it should be acknowledged that Internal Audit is finding that
management generally are under increasing pressure arising from the Future
Council arrangements giving rise to an increase in workloads. This was
evident in respect of the reasons provided in respect of the majority of those
detailed within the attached schedule.

List of Appendices
Appendix 1 - Outstanding Audit Report Recommendations
Background information

Internal Audit quarterly reports to the Audit Committee
Public Sector Internal Audit Standards

Contact Officer: AD Finance (Audit & Risk Management)
Telephone: 01226 773241

Date:

29" November 2013
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