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1. Report Summary

1.1. This report introduces the Interim Internal Audit report, its findings and recommendations, and the management actions to be undertaken to mitigate the risks identified as a result of this interim audit. 
1.2. This interim audit focussed on governance, policies and procedures, and review and sample testing was undertaken in respect of the core audit objectives:

· Books of account

· Financial Regulations, governance and payments

· Risk management and insurance

· Budget, precept and reserves

· Income

· Petty cash

· Payroll

· Assets and investments

· Bank and cash

· Transparency

· Exercise of public rights – inspection of accounts

· Publication requirements
· Trusteeship
2. Background
2.1. The Council’s Internal Audit is governed by the Financial Regulations and Internal Financial Controls (the Regulations), under section 2, which requires the Council to have, under clause 2.4, “an adequate and effective system of internal audit of its accounting records, and of its system of internal control in accordance with proper practices”.

2.2. Relevant clauses within the Regulations, state that: 
Clause 2.5
The internal auditor shall be appointed by and shall carry out the work in relation to internal controls required by the Council in accordance with proper practices.

Clause 2.6
The internal auditor shall:

· Be competent and independent of the financial operations of the Council;

· Report to Council on a regular basis with a minimum of one annual report during each financial year; 

· Demonstrate competence, objectivity and independence, and be free from any actual or perceived conflicts of interest; and

· Not be involved in the financial decision making, management or control of the Council.

Clause 2.10

The RFO shall bring to the attention of all councillors, at the next meeting of Full Council, any report from internal or external auditors.
2.3. The Council’s internal auditor is Mulberry & Co, appointed in 2017. 
3. Interim Internal Audit Report and Recommendations

3.1. The Interim Internal Audit report is attached at Appendix A.

3.2. In summary, the report found that “the systems and internal procedures at Salisbury City Council are well established and followed”.

3.3. The report further found that “the council takes governance, policies and procedures seriously and I am pleased to report that overall, the systems and procedures {the Council} have in place are fit for purpose”.
3.4. The audit provided, in respect of the core audit objectives, the following opinions:

A - Books of Account

The accounting systems are well ordered, routinely maintained and that there are sufficient internal controls to reduce the inherent risk of error {or} misstatement to a low level. 

B - Financial Regulations, Governance and Payments

{The Council} complied with its financial regulations, payments were supported by invoices, all expenditure was approved and VAT was appropriately accounted for.
C - Risk Management and Insurance

The authority assessed the significant risks to achieving its objectives and reviewed the adequacy of arrangements to manage these.

One recommendation was however raised:
The council has a business continuity plan dated 2015, this should be reviewed and readopted annually.
Management response: The City Clerk will action this recommendation at the next appropriate Committee meeting, and annually thereafter.
D - Budget, Precept and Reserves

The precept requirement resulted from an adequate budgetary process; progress against the budget was regularly monitored; and reserves were appropriate.
E – Income

Expected income was fully received, based on correct prices, properly recorded and promptly banked; and VAT was appropriately accounted for.
F - Petty Cash

Petty cash payments were properly supported and accounted for.

G – Payroll

Salaries to employees and allowances to members were paid in accordance with the council’s approvals, and PAYE and NI requirements were properly applied.
H - Assets and Investments

Asset and investments registers were complete and accurate and properly maintained. 
One recommendation was however raised:

A working document for facilities management is required which includes, as a minimum:

1. Information regarding the purchase of the asset, date purchased or obtained, name of supplier, invoice number if applicable, and cost of the item;

2. The insurance value of the asset, as this will show whether the asset is under or over insured or indeed insured at all, together with showing if assets are being insured which are not on the register;

3. A replacement value estimate, as this will indicate the level of expenditure required to replace assets so that a determination can be made as to whether an ear marked reserve would be appropriate; and

4. A last physically vouched indicator, which would evidence correspondence with Financial Regulation 14.4 which states an annual review should take place.
Management response: The Environmental Services Manager will work with the Facilities Manager, with the support of the Finance Manager, to address this recommendation over the medium term. Councillors should note that much of the information required for the working document is already held by the Council, but across a number of services and records.
I - Bank and Cash

Periodic and year end bank account reconciliations were properly carried out.
(J reviewed at Final Audit and K not applicable)

L – Transparency

The council publishes information on its website which is up to date at the time of the internal audit in accordance with any relevant transparency code requirements. 

M - Exercise of Public Rights – Inspection of Accounts
The authority correctly provided for the period of the exercise of public rights.
N - Publication Requirements

The authority has complied with the publication requirements for the AGAR 2021/22.
5.    Recommendations

5.1 It is recommended that Full Council note the Interim Internal Audit review, its findings and recommendations, and the proposed management actions in respect of these findings and recommendations.

4. Background Papers
Appendix A – Interim Internal Audit Report 
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