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Section 1 - Executive summary

11

1.2

Introduction

This internal audit of budgetary control is part of pusgramme of core financial areas and is consistihtthe audit plan approved by the Audit Committee.
The scope of this report was agreed with the He&tbgborate Services prior to the commencement of work.

Background

Cairngorms National Park Authority (CNPA) has a budgeiround £5.5m allocated to 2009/10 and the organisati@sp®nsible for ensuring that funds
are appropriately managed and discharged as part ofuading packages supported. In 2009/10, funding was split apmatety 50:50 between Core

(including Board, staff and office running) costs @jkrational Plan spend (covering a total of sevegr@mmes, as well as Communication, Planning and
Corporate Services budgets). Programmes investeeir?609/10 are:

* Conserving and Enhancing Biodiversity and Landscapes
* Integrating Public Support for Land Management;

e Supporting Sustainable Deer Management;

¢ Providing High Quality Opportunities for Outdoor Access;
¢ Making Tourism and Business More Sustainable;

¢ Making Housing More Affordable and Sustainable; and

* Raising Awareness and Understanding of the Park.

Per January management accounts, the 10 months to BiatyJ2009 resulted in a surplus of £323k against a planned saf 68k (the £263k variance
representing 6.9% of income).

The Head of Corporate Services is responsible for prepan annual budget for consideration by the Finararergittee on behalf of the Authority. The
budget setting process is split into two parts:

« Initial budget setting; and
e Mid-year budget review.

The process for initial annual budget starts with ptoef CNPA funding approval from the Scottish GovernimeAt the end of February each year, the
Operational Plan is agreed by the Management Tearhw@agets are put in place for the coming financial yéarMarch/April, the programme year profile
is agreed between each Sponsoring Head of Group, Fmogréanager and Finance Manager and finalised Bgamre presented to the Finance Committee.
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Section 1 - Executive summary (continued)

1.2 Background (continued)

During the year, the Head of Corporate Servicesspamsible for submitting revised budgets to the FinamrenGttee for consideration. Midyear review is

instigated in October and it seeks to reassess tpectgd annual outcome in the light of actual spendheffirst six months. As part of this, meetings are
held with Programme Managers to establish expendiagqu@rements for the last six months of the year, fvthien also informs the mid-year budget review.
Additional meetings with Programme Managers aré imethe last two months of the year, to ensure badwyet appropriately utilised.

Monthly management reports are produced by the Findacager and circulated to members of the ManagenearhTProgramme Managers are provided
with monthly updates on their respective programme spgadhst budget (a monthly e-mail is sent to all rgars informing them when the update is
available). On request, additional information casodle supplied. Furthermore, the Finance Committee’ss mtudes monitoring income and expenditure
during the year against budget and reporting to thedBdde Committee meets four times a year and revepvarterly budget reports.

Budget 2010/11

CNPA has recognised that available levels of future pubhding were likely to change as a result of theenireconomic climate, which may lead to a
change in the level of Government grant in aidcalted to CNPA. CNPA management acknowledged trettodee flexible in its future financial planning and
prioritised future activity to ensure adaptability ireliwith a range of possible funding levels: approach tgdtird) and commitments has been reviewed and
a system that allows activity to proceed at diffgrievels of priority in recognition of this has bedamunlt. This system prioritised 2010/11 activity in the first
instance and activity has been allocated acrossge raf priority tiers in the Operational Plan (thare currently 5 tiers):

» Tier 1 represents activity that is a contractual atusbry commitment. This receives the highest psicas it is deemed unavoidable for planning
purposes.

« Tier 2 represents activity that has been approved bisdhed of CNPA but where no contractual commitmenteyasts. This receives the second
highest priority, as it should represent activity degmost important to the organisation.

» Tier 3 represents activity deemed most important tor&@jomal Plan programmes. Tier 3 will be constrainedheyamount of budget deemed to be
probable for planning purposes less the budgetary requireofehters 1 & 2.

» Tiers 1-3 represent the base operational plan for 2010/11. Apgmdhbe sought from Finance Committee to allowd?eonme Managers to proceed
with this level of activity if there is any extendeelay in the confirmation of future Grant in aiddss

* Tiers 4-5 represent a division of remaining possibleifgnébr 2010/11 up to the level of funding indicated in 2008-2011 Corporate Plan. The
intention here is for Programme Managers to furgii@ritise remaining planned activity in order for Magement Team to allocate remaining budget
in a suitably ranked order.
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Section 1 - Executive summary (continued)

1.3 Approach
The overall objective of this internal audit will be &ssess the key controls over budget setting, mimgtand reporting to provide management with

assurance that the procedure and controls in plaaparating effectively.

Our approach was to document the systems and procedwpsration of the annual appraisal process at CNPAdhrdiscussions with relevant staff and
review of appropriate documentation. The key contr@sevithen tested to determine their adequacy anctieéfieess.
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Section 1 - Executive summary (continued)

1.4 Conclusion

The overall objective is to assess the controlsanefor the following audit areas:

Audit areas OMElEl Report Ref.
Assessment
There are procedures in place to guide the budget settowpss and to aid budget holders in the managerhent o ,, 21

available resources.

Budget holders formally accept their budgets on an afrasss prior to the start of the financial year. Tk

Budget holders are formally identified and managaiwitheir DLA limits. Fokkk

Budget reports are prepared timeously on a monthly basisontain accurate and relevant information ferube of
the budget holders.

*kkk

Budget virements and amendments are only agreecapyiifopriate authority. Fokxk

Key: Arrangements accord with good practice and aperating satisfactorily (recommendations aregpect of minor matters).

*kkk
i Adequate arrangements are in place, but cemadtters noted as requiring improvement.
** Arrangements in place offer scope for improvemen

* Inadequate level of control and unacceptable lefresk.

We can conclude that the controls in place for theagament of Budgetary Controls & Monitoring withilNEA are operating effectively, with no major
areas for improvement identified. We did identifearea for improvement relating to the updating effittencial regulations.

Our key finding is as follows:

* CNPA Financial Regulations require to be amendedflectehe actual procedure for approval of Expenditure Ré@n Forms (Recommendation
2.1).
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Section 1 - Executive summary (continued)

1.4 Conclusion (continued)

Our detailed findings and recommendations are wileiction 20f this report. In total, we identifiemhe recommendation as follows:

Description Priority Number
Major issues that we consider need to be brought tatthetion of Management and the Audit Committee 1 0
Important issues which should be addressed by managentéeiriareas of responsibility 2 0
Minor issues where management may wish to considaresommendations 3 1
Total 1
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Section 2 - Detailed findings and recommendations

2.1 Forms approval / Financial Regulations amendments

Finding

Recommendation

Rationale

We selected a sample of 10 Expenditure Justifica
Forms for testing to establish whether items over f
were authorised in line with CNPA Financial Regulasio

The regulations state that the procedure for approvilkg
requisitions is the same as for Expenditure Justifing
Forms (Appendix A: A guide to budgeting, procurem
and expenditure management in CNPA, section 37
table of approvals).

None of the forms were authorised in accordance thih
manual. We discussed this with the Head of Corpg
Services who confirmed that there is no expectatio
Expenditure Requisition Forms going through the s
process of approval as initial justification of sperter
the relevant Committee has confirmed the spend, fibri
Programme Managers to commit the funds in the waly
they see fit.

tibhe CNPA Financial Regulations manual shg
19 updated to reflect actual practice in relatio
the authorisation of requisition forms.

f
tio

ent
and

rate
n O
ame

ukthe Financial Regulations manual is the m
hteference document for all financial processes
CNPA and it is important to ensure that it is accu
and complete in order for staff to follow due proceg

ain
at

rate

S.

Management Response

Responsibility/ Deadline

Priority

Recommendation agreed.

Finance Manager / June 2010

Three
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Section 3 - Statement of responsibility

We take responsibility for this report which is prepamadhe basis of the limitations set out below.

The matters raised in this report are only those lwhame to our attention during the course of our inteandlt work and are not necessarily a comprehensivenstat of all

the weaknesses that exist or all improvements that tnbghmade. Recommendations for improvements shouldsdessed by you for their full impact before they are
implemented. The performance of internal audit workatsand should not be taken as a substitute for managemenponsibilities for the application of sound managémen
practices. We emphasise that the responsibility feoumd system of internal controls and the preventimhdetection of fraud and other irregularities rests witnagement
and work performed by internal audit should not be relied upadentify all strengths and weaknesses in interaatrols, nor relied upon to identify all circumstancéfaud

or irregularity. Auditors, in conducting their work, arxuired to have regards to the possibility of fraud omgiri@ities. Even sound systems of internal control @aly
provide reasonable and not absolute assurance and mhg patof against collusive fraud. Internal audit procedaresiesigned to focus on areas as identified by managemen
as being of greatest risk and significance and as suaklwen management to provide us full access to thewwating records and transactions for the purposes ofualitr a
work and to ensure the authenticity of these documegfttective and timely implementation of our recommenatadi by management is important for the maintenanee of
reliable internal control system.

Deloitte LLP
I nverness
April 2010
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Appendix A — Scope and Objectives

Background

Cairngorms National Park Authority (CNPA) has a buddei5.5m and is responsible for ensuring that funds @peogriately managed within the organisation and
appropriately discharged as part of any funding packaggsorted.

The overall objective of this internal audit will bedssess the key controls over budget setting, mimgjtand reporting to provide management with asser &t
the procedure and controls in place are operatingtietgc

Objectives
The objectives of this internal audit are to evaltladeadequacy and effectiveness of the controls oepfarespect of the following:

e There are procedures in place to guide the budget sptiiogss and to aid budget holders in the manageraw&itable resources;
* Budget holders formally accept their budgets on an dfrasss prior to the start of the financial year;

* Budget holders are formally identified and manag&iwitheir DLA limits;

» Budget reports are prepared timeously on a monthly badigontain accurate and relevant information feruge of the budget holders;

« Budget virements and amendments are only agreecapitopriate authority
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