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 FILLIN "Committee, Place, and Date and Time..." \* MERGEFORMAT 
INTERNAL AUDIT REPORT
Confidential

To:
Treasury Accountant

cc:
Head of Finance 


Chief Executive



From:
Service Manager - Internal Audit 

Treasury, Finance, Executive Services
1.
Auditee and Background
1.1 The auditee is the Treasury Accountant who has line reporting responsibility to the Head of Finance.

1.2 Core Activities
Cash management is carried out by Treasury and consists of the daily management of ten bank accounts (including those for the Pension Fund and the Shetland Charitable Trust (SCT)) and associated short-term lendings. On the 12th of January 2007 Treasury had £22m invested between the Council’s bank and short-term loans.  Treasury is responsible for the bank contract and is the first point of contact for all banking activities.

Treasury is responsible for the selection, appointment, management and performance of external  fund managers who invest funds on behalf of the Council, the Pension Fund and the SCT.  At January 2007 there were five fund managers managing eight separate funds with a market value of approximately  £700m.
	Fund
	Type of Investment
	Manager

	Miscellaneous
	Bonds
	Insight (previously Rothschilds)

	
	Equity
	Hendersons (t/b replaced by GMO)

	
	Equity
	Baillie Gifford

	Capital
	Bonds & Cash restricted by Trustee Investment Act 1961
	Baillie Gifford

	Pension
	Multi asset: Equities, Bonds & Cash
	Capital International

	SCT
	Equity
	Capital International

	
	Bonds
	Insight

	
	Cash
	Record


1.3 The main procedures and legislation relevant to the provision of Treasury services is as follows:
· Local Government (Scotland) Act 1975 and 2003

· Trustee Investment Act 1961

· The London Code of Conduct (For principals and broking firms in the wholesale markets)

· CIPFA Code of Practice for Treasury Management in the Public Services 

· Treasury Management Strategy 

1.4 Budget

The Treasury service budgets for the 2006/07 financial year are as follows:

	Support Ledger
	£

	Employee Costs
	81,815

	Operating Costs
	8,891

	Financing
	149

	Income
	-30,000

	
	£60,855

	General Ledger
	

	Staff Car Subsidy
	235

	Staff Mortgage Subsidy
	235

	
	£470


1.5 The current establishment is:

	Treasury Accountant
	1 FT

	Assistant Accountant
	1 FT

	Audit and Finance Assistant
	1 PT 18hrs pw

	
	


1.6 The main software packages utilised at present are:

	Package
	Description

	Microsoft
	Access, Excel, Word & Outlook

	Integra
	Financial Management & Cash Management

	HBOS Internet Banking
	Corporate Internet Banking (CIB)


2.
Audit Scope
2.1 This is an audit of Treasury, Finance, Executive Services.

2.2 The audit encompassed a review of the administration and controls surrounding the application of statute and Council policy, system access controls and their alignment with job responsibilities and segregation of duties, access to end-user systems and back-up routines, business continuity and application of value for money; Human Resource Management including staffing arrangements; overtime and expense claims, staff training, employee performance reviews; Financial Management incorporating purchase orders, budget monitoring and journals; Treasury Administration covering appointment of fund managers, monitoring and reporting of investments, fund manager transactions, borrowing and lending transactions, bank transactions, bank reconciliations, mortgages and car subsidy schemes, statistical returns, fund managers’ remuneration, appointment of custodians and reconciliations between fund managers and custodians; Miscellaneous incorporating travel and records managment.

2.3
The audit scope period within which audit tests were performed was the nine months to 31st January 2007

Details of areas tested during the course of the audit are attached, Appendix 1.

3. Audit Issues

3.1
Legislative procedures associated with the Trustee Investment Act 1961 and the Local Government Scotland Act 2003 should be pursued in order to ensure that best value can be achieved with regard to the Capital Fund investments.

3.2 Written procedures and training should be developed to ensure continued reconciliations and therefore appropriate monitoring of the various elements of the fund management processes.

3.3 Employees’ performance reviews should be carried out and appropriate documentation and training records should be kept.

4.
Other Observations
4.1
We would like to take this opportunity to thank all staff for the time, patience and assistance afforded to Internal Audit during the course of the audit assignment. The positive attitude shown by staff was much appreciated during the audit.
4.2
This audit will be followed up in approximately twelve (12) months time when areas of concern identified will be reviewed.

5.
Auditee Response
5.1
A written response is required, to the Head of Finance with copies to all recipients of this report by  16th May 2007.


5.2
Attached as Appendix 2 is an action plan that requires to be completed and returned to Internal Audit.

Date:
18th April 2007

           Report No: IAR/032007
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