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1.0 Introduction 

 

1.1 As part of the audit plan for 2016/17 a system review was undertaken of the 

Budgetary Control System. 

 

1.2 The system was examined using a CIPFA matrix to test the controls that 

should be in place within the Authority. 

 

1.3 Sample testing was conducted for the 2016/17 financial year. 

 

1.4 Acknowledgement is given to the staff concerned for their help and 

assistance during the course of the audit. 

 

1.5 Copies of this report have been sent to the Chief Accountant, the Chief 

Finance Officer and Deputy Chief Executive. A copy may also be passed to 

the Audit Committee for them to monitor/comment upon recommendations 

made and accepted. 

 

1.6 The report is addressed to appropriate Councillors and Officers and may 

contain confidential and/or privileged material. Any review, reproduction, 

external distribution, dissemination or other use of, or taking of any action 

in reliance upon, this information by persons or entities other than the 

Authority is prohibited. 

 

2.0      Background 

 

2.1 The Accountancy Service prepares a revenue budget annually that is 

approved by Cabinet and Full Council.  Budgets are compiled for each 

service area based on previous estimates uplifted for known factors e.g. 

inflation, pay awards. 

 

2.2 The Authority utilises the Agresso Financial Management system to record 

income and expenditure against cost centres and account codes and 

prepares monthly budget monitoring statements for budget holders that 

show spend to date and projected spend against revenue estimates. 

 

2.3 Variances are monitored and reported on to ensure that action is taken on   

any significant overspends identified on agreed budgets. 
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3.0 Scope and Objectives 

 

3.1 The objective of the audit was to evaluate the system of internal control with 

a view to delivering reasonable assurance to the Authority over the 

adequacy of the internal control environment. This is defined as the whole 

system of controls, established by management, which help to ensure the 

achievement of objectives, economy and efficiency, compliance with policies 

and procedures, safeguarding of assets and the integrity and reliability of 

information. 

 

3.2 The system has been evaluated against the following control objectives: 

 

• Budgets should be controlled in accordance with Financial Procedure 

Rules. 

• There should be documentary evidence to support the approval of the 

budget. 

• All relevant records should be updated with the amount of the budget 

set. 

• The main accounting system should provide an effective management 

tool, to enable senior management and the managing body to be kept 

fully informed of whether the organisation will meet its required 

spending levels. 

• The budgets should be calculated and valued correctly. 

• The main accounting system should provide information to management 

which is up to date and should be in a format which can be understood 

easily. 

• The budgets should be initiated and recorded promptly. 

• Variations in the budget should be reported and acted upon. 

 

4.0 Methodology 

 

4.1 The audit was undertaken using a risk-based auditing methodology. Actual 

controls were evaluated against the expected controls within each control 

objective. A risk assessment of the individual controls under each control 

objective was undertaken and the level of testing decided upon. The system 

evaluation and the results of compliance testing were then used as the basis 

on which to draw conclusions and to form an opinion on the overall 

effectiveness and adequacy of the internal control environment. 

 

4.2 Recommendations made in the previous Internal Audit report were also 

examined to establish if they had been acted upon. 
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5.0 Findings 

 

5.1 The detailed findings of the audit are included as Appendix A. 

 

5.2 The previous audit report made 2 recommendations all of which were 

accepted by management. The previous recommendation priorities were: 

• 0 priority 1; 

• 1 priority 2;  

• 1 priority 3. 

 

5.3 The Internal Audit Service has established that: 

• 1 had been implemented (1 priority 3); and 

• 1 had not been implemented (1 priority 2). 

 

Details of the previous recommendations made are included as Appendix B. 

 

6.0 Conclusion 

 

 System of Internal Control 

 

6.1 The system of internal control applied has been graded “B” – Good.  There 

is a sound system of internal control designed to achieve the system / 

authority objectives. 

 

 Testing Opinion 

 

6.2 The assessment of compliance with established controls has been graded 

“B” – Good.  The controls are being consistently applied with a small 

number of minor errors identified. 

 

Overall Opinion on Internal Control Environment 

 

6.3 The overall conclusion is that the internal control environment is graded “B” 

– Good.  Details of the evaluation of each objective are listed in Appendix C. 
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7.0 Recommendations 

 

7.1 Details of the recommendations are shown in the action plan attached as 

Appendix D. 

 

 Summary of Recommendations 

 

7.2 The review made 1 recommendation that is categorised on the following 

basis: 

 

Priority Category Definition No. Of 

Recs 

1 Mandatory 

- Urgent 

Action is imperative to ensure 

that the objectives for the area 

under review are met. 

 

2 Mandatory 

- Less Urgent 

Requires action to avoid 

exposure to significant risks in 

achieving the objectives for the 

area under review. 

1 

3 Best Practice / Other 

Recommendations 

Action is advised to enhance 

control or improve operational 

efficiency. 

 

 

Risk may be viewed as the chance, or probability, of one or more of the 

Authority’s objectives not being met. It refers both to unwanted outcomes 

that may arise, and to the potential failure to realise desired results. 

 

Management agreed to the implementation of the recommendation. 

 



Budgetary Control Major Financial System Audit 2016/17 - Control Evaluation 

GRADE GRADE

A A

B B

C C

D D

E E

Risk may be viewed as chance, or probability, of one or more of the Authority's objectives not being met.  It refers to both unwanted outcomes that may arise, and to the potential failure to 

realise desired results.

OVERALL OPINION ON THE INTERNAL CONTROL ENVIRONMENT

On completion of the audit the auditor will need to provide an evaluation opinion and a testing opinion, both these opinions will then be used to formulate an overall opinion of the 

system/establishment/area etc. audited.  The overall opinion will be formulated and arrived at by using the lower of either the evaluation opinion or testing opinion.

Conclusion for Budgetary Control 2016/17: Overall Evaluation 

The system of internal control applied has been graded as Good.  There is a sound system of internal control designed to achieve the system/Authority or establishment objective(s).

The assessment of compliance with established controls has been graded as Good.  The controls are being consistently applied with a small number of minor errors identified.

Therefore the overall conclusion is that the internal control environment is graded GOOD.

UNSATISFACTORY Weaknesses in the system of controls are such as to put the 

System's/Authority's or establishment objectives at risk.

The level of non-compliance puts the system's objectives/Authority or establishment at 

risk.

POOR Control is generally weak leaving the System/Authority or 

establishment open to significant risks.

Significant non-compliance with basic controls leaves the System/Authority or 

establishment open to error or abuse.

GOOD There is a sound system of internal control designed to 

achieve the system/Authority or establishment objective(s).

The controls are being consistently applied with a small number of minor errors identified.

SATISFACTORY While there is basically a sound system of control, there are 

weaknesses, which put some of the System's/Authority's or 

establishment objectives at risk.

There is evidence that the level of non-compliance with some of the controls may put 

some of the system's objectives at risk/may leave the Authority or establishment open to 

risk.

Audit conclusions are graded using the following grading structure:

LEVEL OF 

CONTROL

EVALUATION OF SYSTEM OF INTERNAL CONTROL 

OPINION

TESTING OPINION

VERY GOOD There is a sound system of internal control designed to 

achieve the Authority's strategic aims.

The controls are being consistently applied with no errors identified.

Appendix C - Page 1 of 3
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CONTROL 

GRADE

TEST GRADE OVERALL 

GRADE

1 B B B

2 A A A

3 C B C

4 B B B

5 A B B

All relevant records should be updated with the 

amount of the budget set.

The Agresso system is not updated with budgets. Instead the "Excelerator" function is 

utilised to convert the financial ledger expenditure/income amounts onto the Budget 

Monitoring Statements in Excel. These contain the original budget.

The Accountancy Service use the "Excelerator" option as the preferred solution for 

producing budgetary statements.  As an additional check the Group Accountant compiles 

and manually checks the monthly budget statements for each budget area.

The main accounting system should provide an 

effective management tool, to enable senior 

management and the managing body to be kept 

fully informed of whether the organisation will 

meet its required spending levels.

The ledger provides figures to date of total income and expenditure for each service area, 

but not of commitment.  However, the check facility within "Excelerator" spreadsheet is 

utilised by all Accountants to ensure all expenditure and income against each cost centre 

is picked up.

The budgets should be calculated and valued 

correctly.

Budget make ups are based on meetings held with the Accountancy Service and the 

guidance provided by the Group Accountants.  Accountants maintain their own records 

for their budget areas, estimates are based on projected expenditure, income and salaries 

from previous years estimates, uplifts, known growth items and guidance provided by the 

Group Accountants.

Budgets should be controlled in accordance with 

Financial Procedure Rules.

A revenue budget is prepared annually and presented to Cabinet for approval in February 

and to Full Council for approval in March. This is in accordance with Financial Procedure 

Rules.

The Financial Procedure Rules detail approval for virements over a set value but it is not 

clear on whether these virements are between cost centres or within cost centres.  

Virements that occur between cost centres over a pre-established set value are reported 

to Cabinet as part of the Quarterly Revenue Budget Monitoring Reports.

There should be documentary evidence to support 

the approval of the budget.

The budget is reported to and accepted by the managing body and the resolution 

minuted.

AREA OF AUDIT REASONS

Appendix C - Page 2 of 3
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CONTROL 

GRADE

TEST GRADE OVERALL 

GRADE

AREA OF AUDIT REASONS

6 C C C

7 A A A

8 A A A

C C

B B B

Previous Report Recommendations The previous audit (2015/16) made 2 recommendations as follows:

• 1 priority 2; and

• 1 priority 3.

Our work identified the following:

• 1 recommendation had been implemented - 1 priority 3; and

• 1 recommendation had not been implemented - 1 priority 2.

OVERALL OPINION GOOD

The Main Accounting System should provide 

information to management which is up to date 

and should be in a format which can be 

understood easily.

Basic training is provided and system manuals are available, however there is no formal 

training program for staff.

Budget monitoring statements are issued to budget holders monthly.  Information 

provided is in an accepted standard format.  Additional information can be provided as 

required to meet each individual's needs.

Budget reports contain information required by management, and any additional 

information would be provided upon request, but there is no record maintained of 

meetings held between Accountants and budget holders.

The budgets should be initiated and recorded 

promptly.

A budget report timetable is developed at the start of the year by the Group Accountant 

and Head of Accountancy.  All staff are sent a copy of the timetable and reminder emails 

are sent out by the Group Accountant.  Budgets are prepared in accordance with the 

timetable.

Variations in the budget should be reported and 

acted upon.

Budget statements are produced monthly and report on all projected variances.  Quarterly 

monitoring reports are presented to Cabinet and an explanation provided for variances.  

Monthly budget reports are also monitored by the Group Accountant and Budget Board.

Explanations for significant variances are recorded and reviewed by the Group 

Accountants and also the Chief Finance Officer.

Appendix C - Page 3 of 3
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Recommendations are categorised on the following basis:

Category

Mandatory - Urgent

Mandatory - Less 

Urgent

Best Practice / Other 

Recommendations

Key Rec No. Recommendation 

/Action

Inspection Agency and Inspection/Audit Report Title Start Date End Date Lead Officer

Title Budgetary Control 2016/17

2 1 Recommendation (Revised Previous Recommendation)

Financial Procedure Rules require updating in order to reflect current 

approved operational processes.  This should include treatment of 

virements.

23-May-17 30-Sep-17 Steve Jones

Action Agree.  Updating the Financial Procedure Rules has been agreed during 

completion of the AGS for 2016-17 and forms part of the AGS action 

plan.

2 Requires action to avoid exposure to significant risks in achieving the objectives for the area under review.

3 Action is advised to enhance control or improve efficiency.

Priority / Key Definition

1 Action is imperative to ensure that the objectives for the area under review are met.

Appendix D - Page 1 of 1


