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Corporate Services (APPENDIX M)

Internal Audit Services

Audit of Treasury Management

Material Systems Review 


20th March 2007

Lead Auditor




Document Ref:


K:\2006-2007 onwards\Material Systems\Treasury Management\Reports\Draft Report.doc

Recipient of Report
Action 

Required
Mgmt Summary
Applicable Section(s) of Matters Arising
Appendix B to note

Treasury & Insurance Manager
-Note action required for follow up in approx. 6 months


Full Summary 
All Sections
B (i) 

Director of Corporate Services


Final report – for info only 
Full Summary
All Sections
All

Deputy Chief Executive


Final report – for info only
Full Summary
All Sections
All

Audit Committee


Final report – for info only
Full Summary
None
All 

1. Reason for the Audit
1.1. The audit was undertaken as part of the agreed Audit Plan for 2006/07 and is one of the ‘material’ reviews required by the Audit Commission.

2. Background Information / Summary of the Audit Area
2.1. The Treasury & Insurance Manager has been involved with Treasury Management for approximately 24 years and has considerable experience and knowledge of this area.  The basic key controls have been addressed this year. 

3. Scope of the Audit 

3.1. Audit testing and verification has been carried out to form an opinion over the adequacy of systems and controls in place relating to the risks identified.  Key areas for review are:

Matters Arising – Section of Report
Area Examined

1.
Follow Up from 2005/2006 Report.

2.
Register of Investments.

3.
Reconciliation to Ledger and Brokers Statements.

4.
Purchase and Sale of Investments.

5.
Transfer of Loans.

6.
Performance Monitoring.

7.
Long Term Borrowing.

8.
Register of Loans.

9.
Loans Raised and Repaid.

10.
Fidelity Insurance.

11.
Separation of Duties.

12.
Financial Strategy.

13.
IT Security, Back Up and Contingency Procedures

14.
Procedure Notes are Established and Maintained.

4. Associated Risks of Providing this Service/Function 
4.1. Examination of the Risk Registers noted the following identified risks: 

Strategic Risks:  
Ref
Risk Description
Risk Score

3
Financial Management Information – poor information can lead to poor management decisions.
9

Operational Risks: 
Ref
Risk Description
Risk Score

7
There is no separation of duties
6

7
Lack of internal control
6

7
There are no security systems in place
6

5. Overall Conclusion of the Audit Review
5.1. It is concluded that the Treasury Management function in operation is satisfactory.  Although, some thought should be given to computerising the manual forecasting, this is a minor issue and presently works well as it has done for many years.    

Treasury & Insurance – Corporate Servcies 

The Treasury & Insurance Manager should complete the shaded areas below.   

Please ensure this includes the officer responsible for overseeing the implementation, the perceived level of risk attached to the issue and the target date in order to fully address the recommendation.   For further details on how to respond to audit reports please refer to the guidance notes attached as Appendix A.

Ref
Issue
Recommendation
Grade
Action to be Taken (including responsible officer for overseeing the implementation)
Level of Risk

(H, M or L)
Target

 Date

4a
The Building Society Preferred Lending List has not been updated.  (This was also a recommendation in 2005/2006 audit).
It is recommended that the Treasury & Insurance Manager updates the Building Society Preferred Lending List for the approval of the Director of Corporate Services.


B
Draft report made to the Director of Corporate Services which has been agreed subject to the views of Sector.
L
April 2007

4b
The procedure notes for daily processing, monitoring and limits & controls are incomplete.


It is recommended that the Treasury & Insurance Manager complete the outstanding procedure notes.
B
Previous notes currently being updated.
L
April 2007

4c
There are no procedure notes to cover continuity arrangements in the event of interruption to the banking service.


Continuity arrangements procedure notes should be completed.  
B
Covered in 4b.
L
April 2007

Ref
Issue Raised
Agreed Audit Action to be Implemented
Grade
Target Date
Details of action taken to implement this Agreed Audit Action
Actual Date
Is the responsible key officer satisfied that the Agreed Audit Action has been fully implemented? – include any matters outstanding / concerns arising

3a
The Treasury Management Administration process is not automated.


Consideration should be given to automating the entire Treasury Management Administration process.
B
Within 6 months (Sept 2006)
The Hexagon system was re-installed in July 2006.
July 2006
The system is satisfactory and monitored.

4a
The Building Society Preferred Lending List has not been updated.
It is recommended that the Treasury & Insurance Manager update the Building Society Preferred Lending List for the approval by the Director of Corporate Services.


B
Within 6 months (Sept 2006)
A new deadline was set for the end of January 2007. 
End of Jan 2007
Refer to Appendix B – 4a.

5a
The Authority is being charged by the bank for having the Hexagon system whether or not it is used.  It is currently not being used.



B
April / May 2006
The Hexagon system was re-installed in July 2006.  
July 2006
Hexagon system working as normal.

Ref
Issue Raised
Agreed Audit Action to be Implemented
Grade
Target Date
Details of action taken to implement this Agreed Audit Action
Actual Date
Is the responsible key officer satisfied that the Agreed Audit Action has been fully implemented? – include any matters outstanding / concerns arising

5b
There is no log maintained of bank charges that have been incurred as a result of the flood, for recovery through the insurance company.
It is recommended that the Accountancy Assistant maintains a log of bank transfer charges that have been incurred as a result of the flood, for recovery through the insurance company.


B
April / May 2006
Monies were recovered from the Insurance Company in 2006 as part of the final insurance settlement.
July 2006.
Complete

7a
The Treasury & Insurance Manager and the Director of Corporate Services should continue to monitor the option of early repayment of the stock issue.
It is recommended that the Treasury & Insurance Manager and the Director of Corporate Services continue to monitor the option of early repayment of the stock issue.
B
Annual review
This is reviewed yearly as part of the Treasury Policy Statement.
Annually.
To be raised with Sector though early repayment is considered unlikely.

10a
The insurance policy details are not all correct in respect of fidelity guarantee.
It is advised that the insurance policy details are corrected when the policy is renewed in May 2006 in respect of fidelity guarantee.


B
May 2006
May 2006
Annually.
Covered as part of the annual insurance review (in progress).

Ref
Issue Raised
Agreed Audit Action to be Implemented
Grade
Target Date
Details of action taken to implement this Agreed Audit Action
Actual Date
Is the responsible key officer satisfied that the Agreed Audit Action has been fully implemented? – include any matters outstanding / concerns arising

12a
The Treasury & Insurance Manager is not always made aware of any large ‘ad-hoc’ payments going through the Creditors system.


It would be beneficial if the Treasury & Insurance Manager were made aware of any large ‘ad-hoc’ payments going through the Creditors system.
C
Imm.
This is now routine, that the Treasury & Insurance Manager are advised of any ‘ad-hoc’ payments that may need to be taken in to consideration. 
Imm.
Actioned.
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