
Treasury Management Audit Review 2016/17 Appendix A

Introduction

As part of the 2016/17 Internal Audit Plan, a review has been undertaken of the controls and procedures in place in respect of the 
Treasury Management Function at Allerdale Borough Council (ABC). The aim of this review is to provide management with assurance 
that the system is robust and operating as intended and provide recommendations for improvement to add value, if appropriate.  Staff 
members are competent and robust processes are in place, which provide service resilience and assurance. A walkthrough review 
consists of testing a single transaction only unless control weaknesses are identified requiring further examination. 

Assurance Risk and Audit would like to thank all staff involved during the course of the review for their help and assistance.

The objective and scope for this audit was defined in the audit brief issued to all relevant staff on 4th August 2016.

Walkthrough testing and results

Area Control Objective Control 
Environment

Assurance 
Opinion

Commentary

Creating a 
Loan 
(borrowing)

Borrowing is carried 
out in accordance with 
ABC Treasury 
Management Strategy 
from authorised 
lenders. Risks have 
been assessed, 
mitigated and 
reviewed and a clear 
plan is in place for 
future cash flow and 
repayment of loans. 

Objectives; Data 
Integrity; Efficient and 
effective processes; 
Safeguard assets; 
Compliance 

Comprehensive The Financial Services Manager confirmed no 
borrowing had taken place in 2016/17.

Any borrowings that are made are from the 
Public Works Loan Board. Assurances were in 
place that the correct authorised individuals 
are able to request and agree the loan with 
the overall responsibility and authorisation by 
the Head of Financial Services. 

Testing confirmed repayments had been 
made accurately of a loan taken in 15/16 in 
line with the repayment agreement. 

Processing 
an 
Investment

Efficient management 
of Cash Flow to 
ensure minimal bank 
charges and maximise 
interest. Secure 
processes, authorised 

Objectives; Data 
Integrity;  Efficient 
and effective 
processes; 
Safeguard assets; 
Compliance

Substantial Observations confirmed that secure controls 
were in place for authorised members of staff 
to complete investments after assessing cash 
flow and for the processing and authorisation 
of these investments. Good controls were in 
place for managing transactions and good 



key controls and 
accurate reconciliation 
to mitigate financial 
risks and prevent 
fraud. 

segregation of duties were evidenced. 

The investment confirmation was received via 
email except for one counterparty (Federated 
Prime Rate) which was received by post due 
to them not providing an email service.

Monthly reconciliation of principal and interest 
is performed and recorded effectively by the 
Technical Support Officer who is independent 
to the process, however in the Technical 
Support Officer’s absence the Assistant 
Account would potentially have to perform the 
reconciliations and would not be independent 
to the process – See area for improvement 
1.

HSBC signatories were not up to date and 
there was no confirmation available to confirm 
who the Barclay’s bank signatories were, this 
was confirmed via a telephone conversation 
and a written confirmation of signatories was 
requested from Barclays immediately – See 
Recommendation 1.

Repaying the 
Investment

Capital is paid on an 
accurately and timely 
basis in line with the 
original investment 
agreement.

Data Integrity; 
Effective and efficient 
processes; 
Safeguard assets; 
Counter fraud; ICT

Substantial Observation and sample testing confirmed 
that the agreed processes and procedures 
were followed securely and accurately when 
calling an investment back, security checks 
were carried out and good segregation of 
duties were evidenced. 

The Barclays statement and the 
disbursements file for 05/04/16 were not 
saved in line with office procedures – See 
area for improvement 2. 

Managing 
cash flow 

Bank statements are 
reconciled to show 

Objectives; Data 
integrity; Effective 

Substantial Bank balances are automatically updated daily 
and retained electronically.



(loans and 
investments)

daily transactions to 
inform the daily cash 
flow forecast which in-
turn informs the 
decision to invest or 
call back investments. 
This ensures efficient 
Treasury 
Management.

and efficient 
processes; 
Safeguard assets; 
Compliance

Information is available in real-time online 
dependent upon the time of the transaction.

Validated bank statement balances and 
transactions following investments and call 
backs. 

Testing showed explanatory notes are made 
on the cash flow sheet for variances over 
£200K.

Areas for improvement 

Number Area for Improvement Associated risks Priority Response
1 
Processing 
an 
Investment

In case of the Technical Support 
Officer’s absence a deputy 
independent to the process should be 
trained to perform the principal and 
interest reconciliations 

Efficient and effective 
processes; Data Integrity; 
Counter Fraud

Low

2
Repaying the 
Investment

All relevant documentation should be 
saved in line with office procedures, 
or reason for absence logged, to 
ensure a full management trail and 
data integrity.

Efficient and effective 
processes; Data Integrity.

Low

Agreed Action

1
Processing 
an 
Investment

HSBC signatories should be updated 
to reflect the current bank signatories 
and confirmation of the signatories 
from HSBC and Barclays should be 
made available to Financial Services 
as a point of reference.

Efficient and efficient 
processes; Data Integrity; 
Counter fraud

Medium This was resolved at the 
time of the review.



Capital Accounting Audit Review 2016/17

Introduction

As part of the 2016/17 Internal Audit Plan, a review has been undertaken of the controls and procedures in place in respect of 
Capital Accounting the at Allerdale Borough Council (ABC). The aim of this review is to provide management with assurance that 
the system is robust and operating as intended and provide recommendations for improvement to add value, if appropriate. A 
walkthrough review consists of testing a single transaction only unless control weaknesses are identified requiring further 
examination. 

The scope of the work completed by the Councils External Auditors has been considered when prioritising areas to include as part 
of this review. Sample transactional testing is completed by Grant Thornton as part of the final accounts work. These areas have not 
been tested again as part of this review.

To avoid duplication the focus has been on the internal control environment and Capital Grants. Assurance Risk and Audit would 
like to thank all staff involved during the course of the review for their help and assistance.

The objective and scope for this review was defined in the audit brief issued to all relevant staff on 4th August 2016.

Walkthrough testing and results

Area Control Objective Control 
Environment

Assurance 
Opinion

Commentary

Management 
of information

Management of 
information is efficient 
and effective.

Objectives, data 
integrity, compliance, 
efficient and effective 
and counter fraud.

Comprehensive The finance asset register holds comprehensive 
information showing classification and re-
classification of assets, disposals and additions. 
Experienced and competent staff members are 
proactive in updating this information and reports 
are regularly available and form part of the end of 
year closedown reconciliation process. 
Information gained from Legal Services and all 
management meetings and board meetings and 
information from individual departments is vital in 
ensuring this information is up to date and 
accounts are accurately updated.



Asset 
disposals and 
additions

Additions are 
completed in line with 
guidance in line with 
the planned schedule.

Objectives, data 
integrity, safeguard 
assets, compliance 
and counter fraud.

Comprehensive Appropriate arrangements are in place to ensure 
all fixed assets are identified, using appropriate 
sources of information. Discussions with key staff 
demonstrated a proactive approach to monitoring 
asset management within Financial Services and 
Estate Management.

Capital 
Grants

Grants are applied 
and administered in 
line with conditions.

Objectives, data 
integrity, compliance, 
efficient and 
effective, ICT 
auditing and counter 
fraud.

Substantial Three Central Heating Fund Grants (CHF) were 
tested to confirm the process was completed and 
administered in accordance with prescribed 
procedures. Testing confirmed a good 
management process and monitoring system and 
information held to monitor and evaluate the 
grants process and obtain customer feedback. 
Testing demonstrated a need for more 
management oversight and reconciliation in 
addition to the existing robust management of the 
project.

Number Agreed Action Associated risks Priority Responsibility, due date 
and response

1 An independent reconciliation should be 
completed to confirm the schedule of 
works and the financial information for 
the Central Heating Fund Budget is 
accurate. 

Data integrity; Counter fraud; 
Value for money

Low Strategic Housing Manager

Immediately – this was 
already being done for some 
grants, however this did not 
include Central Heating Fund 
Grants and none were being 
recorded appropriately. It was 
agreed going forward 
reconciliation would be done 
and recorded for all grants. 



Guide to the audit assurance opinions
Comprehensive There is a sound system of controls designed to 

meet objectives, manage risks and controls are 
consistently applied in all the areas reviewed.

Substantial There is a good system of controls and risks are 
managed. However, there are opportunities for 
improvement in the design or consistency of 
application that will assist in the achievement of 
objectives identified as being at risk in the areas 
reviewed.

Limited Key controls exist to help achieve objectives 
and manage principle risks. However, there are 
opportunities for improvement in the overall 
control environment which would enhance the 
design and application of controls, thereby 
assisting the achievement of objectives 
identified as being at risk in the areas reviewed.

Minimal The absence of basic key controls or the 
inconsistent application of key controls is so 
severe that the audit area is open to abuse or 
error. Risks to objectives are not being 
managed.

Agreed action levels
High There is a control vulnerability that could result in 

failure to achieve corporate objectives, reputational 
damage, lead to material loss, exposure to serious 
fraud or failure to meet legal or statutory requirements. 
This includes material non-compliance with the 
Constitution, Financial Regulations or Council policies 
and procedures. Managers should address high priority 
recommendations urgently to rectify the situation.

Medium The system or procedure lacks adequate control that 
could result in failure to achieve operational objectives, 
non-material loss, or non-compliance with 
departmental operational or financial procedures. This 
would also include minor non-compliance with 
Financial Regulations. Although not fundamental to 
system integrity these risks should be addressed 
promptly as the next priority.

Low To implement this would be good practice to improve 
or enhance the system and the achievement of 
objectives. Several low risks in combination may give 
rise to concern.  

In line with the Public Sector Internal Auditing Standards (PSIAS), 
Assurance, Risk and Audit will monitor all current and future agreed 
actions. Actions will be recorded in the actions log on Sharepoint 
including all progress updates whether made by assigned officers 
directly or by Assurance, Risk and Audit on their behalf. Managers 
with Network system access have the opportunity to monitor these 
actions. Implementation dates are agreed before the Final report is 
issued, amendments to these dates must be agreed with 
Assurance, Risk and Audit.
Agreed actions are monitored by the Senior Management Team 
and Audit Committee. In the instance that an engagement has not 
been conducted in line with the PSIAs, the areas of non-
conformance will be reported as part of the final report.


