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EXECUTIVE SUMMARY

Introduction

An audit of the Financial Management System (Agresso) was undertaken as 
part of the approved internal audit periodic plan for 2006/07.

In April 2006 a new finance system was implemented called Agresso, this took over 
from the old FMS system. There have been a number of minor problems with the 
new system going live to which in some cases some finance activities have not been 
able to be performed efficiently. Testing on the current audit reviewed reports and 
data between April 2006 and January 2007. 

A previous audit review of the Financial Management System was undertaken in 
March 2006. This audit came out as limited assurance with seven recommendations 
made. A review of the recommendations found three had been implemented, one 
had been partially implemented and no action had been taken on three 
recommendations raised.

Principal Findings

High Medium Low

Number of recommendations 0 6 6

The detailed findings and associated recommendations are provided in the second 
part of this report.  The medium recommendations relate to:

 Staff leavers with access to Agresso are not suspended on the system in a 
timely manner;

 A number of users set up on Agresso for training purposes when the system 
was first implemented require deleting due to them no longer being used;

 No review of the Agresso system has taken place to identify any operational 
risks that may occur;

 2005/06 year end closing balances were not transferred over from FMS to 
Agresso until January 2007;

 The main finance control accounts e.g. bank, payroll and creditors, 
reconciliations should be produced on a monthly basis, signed and dated by 
the preparer and reviewer;

 The process for setting up of new codes or linking of codes is not being 
followed appropriately with forms not being completed, no independent 
reviews, same person requesting and setting up codes, etc.
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Assurance Statement

Internal Audit can provide limited assurance with respect to the adequacy and 
effectiveness of controls deployed to mitigate the risks associated with the areas 
reviewed.

Due to the change of the finance system from FMS to Agresso in April 2006 there are 
a number of controls that are not being performed appropriately and one or two 
controls that need to be implemented.
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INTRODUCTION

Objective & Scope

The objective of our audit was to evaluate the auditable area with a view to delivering 
reasonable assurance as to the adequacy of the design of the internal control system 
and its application in practice.  The control system is put in place to ensure that risks 
to the achievement of the organisation’s objectives are managed effectively.

The key risks associated with the system objectives are:

 Staff do not know what they are responsible for or how they should carry out 
their duties, leading to non-compliance with legislation, laws or organisational 
policy and procedures;

 Failure to maintain financial control;
 Losses due to fraud and error, inefficient processing or inappropriate activity;
 Inaccurate data;
 Data is amended/changed without adequate documentation and 

authorisation;
 Poor decision making, due to poor quality or timeliness of information 

provided to management;
 Financial information reported internally or externally is unreliable.

The control areas included within the scope of the review are:

 Financial Regulations and procedures;
 System training;
 Budget coding manual;
 Control account reconciliations;
 Suspense accounts;
 Journal posting;
 Accessing and monitoring;
 Management accounts;
 Cost centre reporting;
 Feeder systems.

The following limitations to the scope of the audit were agreed when planning the 
audit:

 We will not actively seek to detect fraud;
 We will not review the system for budgetary control;
 We will not review any associated/feeder systems other than control totals 

and the input/transfer of these;
 We will not form an opinion on the financial state of affairs of the Authority.
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This audit report is presented on an exception basis.  The detailed findings include 
only those areas where controls should be enhanced to improve their effectiveness 
and mitigate the risks that affect the authorities objectives for the system reviewed.  
Controls and risks identified in the scope that are not mentioned in the detailed 
findings were considered to be adequate and operating effectively.
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We would like to record our thanks and appreciation to all the individuals concerned.



Confidential

PAGE 6 OF 18

DETAILED FINDINGS

Observation Risks Recommendation Management’s Response

Recommendation 1 - Finance Documented Procedures
Level of Risk – Low

It was confirmed by members of the 
Finance Team that there are some 
formalised documented procedure notes 
in place, although not for all day to day 
tasks that are performed. From training 
provided to staff, written notes have been 
taken for the tasks they are required to 
perform.

There is a risk that 
staff, especially any 
new members of staff, 
are not fully aware of 
how tasks are to be 
performed.

Finance should ensure that a 
formalised set of procedure 
notes are documented and made 
available to staff.

Action: Pauline Moore - 
Trainee Accountant & Amanda 
Lacey - Senior Assistant 
Accountant

Management Comment:
As this is a new system procedure 
notes are being written as we continue 
to develop/enhance the system.  
Procedure notes are available for the 
basic functions.

Planned Corrective Action:
It is planned to formalise 
documentation when workload & 
staffing levels permit.

Timescale:
Ongoing
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Observation Risks Recommendation Management’s Response

Recommendation 2 - Year End and Month End Activity Timetables
Level of Risk – Low

A review of the year end closedown 
timetable found nine key events that were 
not ticked off to show that they had been 
completed.

A review of the month end timetables 
found that one of them had not been 
carried on, once the Agresso system had 
been implemented. 

There is a risk that 
financial management 
information being 
produced may be 
incorrectly stated if 
not all reports and key 
events are being 
produced and 
performed.

Finance should ensure that all 
month end reports are produced 
and year end key events are 
performed with evidence of them 
being maintained.

Action: Pauline Moore - 
Trainee Accountant

Management Comment:
These were relatively minor tasks that 
had been carried out but not ticked off.

Planned Corrective Action:
Ensure all tasks are marked as 
completed.

Timescale:
Will be implemented for 2006/2007 
closedown.
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Observation Risks Recommendation Management’s Response

Recommendation3 - User Access Suspended For Staff Leavers
Level of Risk – Medium

A list of staff leavers at the Council 
between April 2006 and January 2007 
were reviewed against the current live 
user access report produced by Agresso. 
From the review it was found that five 
leavers had yet to be suspended from the 
user access list. The oldest dated leaver 
who still had access was 10.9.06.

There is a risk that 
current staff who may 
have known the 
password of a staff 
leaver may make 
amendments on the 
system.

Finance should ensure that all 
leaver’s access accounts are 
suspended from the system in a 
timely basis.

Action: Pauline Moore - 
Trainee Accountant

Management Comment:
There is a system in place where 
Personnel notify Information 
Technology of all leavers.

Planned Corrective Action:
IT will advise Finance on a more 
timely basis & Finance will delete 
within 3 days.

Timescale:
Implemented
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Observation Risks Recommendation Management’s Response

Recommendation 4 - Agresso User Listing
Level of Risk – Medium

A current listing of Agresso users was 
obtained from which a review found the 
following issues:-

 Eleven user ID's that were set up 
initially for training purposes were 
confirmed by the Senior Accountant 
as no longer being used;

 Two users had been set-up twice on 
the system;

 Two users had no not been set-up 
with an authorisation group; and

 One user has not been set up with a 
user group or authorisation group.

There is a risk that 
staff could post, 
amend or delete 
information via 
another user.

Finance should delete all users 
that are no longer being used 
and review the user list on a 
periodic basis to ensure no 
unusual or duplicated users have 
been set up.

Action: Amanda Lacey - Senior 
Assistant Accountant

Management Comment:
The Principal Accountant still requires 
training ID’s. These are now’ parked’ 
& will be reactivated as required.
Other errors related to the test system.

Planned Corrective Action:
These errors have now been 
corrected.

Timescale:
Implemented
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Observation Risks Recommendation Management’s Response

Recommendation 5 - Agresso Operational Risks
Level of Risk – Medium

A review of the operational risk register 
for finance found that two risks were 
identified in 2004/05 prior to the 
implementation of Agresso relating to the 
replacement of the old FMS system. 
These risks are subject to a bi-annual 
review by the SMT.  However, no review 
of the new Agresso system to identify 
possible operational risks at a 
departmental level has taken place since 
the system went live in April 2006.

The implication of this 
is that any operational 
risks not being 
identified relating to 
the Agresso system 
may materialize and 
cause major problems 
in reporting financial 
management 
information.

Finance should assess the new 
Agresso system to identify any 
possible operational risks that 
may occur. These risks should 
be documented and monitored 
on an annual basis.

Action: Roger Downing -
Principal Accountant

Management Comment:
Agreed.

Planned Corrective Action:
Risks relating to the Agresso system 
will be subject to periodic review and 
will be documented as part of the risk 
register.

Timescale:
Ongoing
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Observation Risks Recommendation Management’s Response

Recommendation 6 - Year End Closing Balances Brought Forward
Level of Risk – Medium

Due to the change of Finance system 
from FMS to Agresso at the start of the 
2006/07 financial year it was found that 
the 2005/06 year end closing balances 
were not transferred over and checked 
from the old FMS to Agresso until 
January 2007. A cross check between the 
FMS closing figures and the journal 
posted on Agresso found no differences.

Although it was stated that the figures 
were reviewed by a Principal Accountant 
there was no evidence to show this.

There is a risk that 
financial reports may 
be incorrectly stated 
with no brought 
forward figures being 
in place at the start of 
the year.

Finance should ensure that the 
year-end closing balances are 
brought forward in a timely basis 
and evidence is shown of an 
independent review having taken 
place to agree the figures 
brought forward.

Action: Pauline Moore -Trainee 
Accountant

Management Comment:
Closing balances are not transferred 
until after the Accounts are certified by 
the Audit Commission in September.
Further delay was due to the time 
taken to convert old financial codes to 
the new ones & posting to the new 
system.

Planned Corrective Action:
The new system will automatically 
bring forward previous year balances.

Timescale:
30th September 2007
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Observation Risks Recommendation Management’s Response

Recommendation 7 - Control Account Reconciliations
Level of Risk – Medium

A review of the main control account 
reconciliations between April and 
December 2006 found the following 
issues:

Bank account reconciliations
 All reconciliations had not been 

signed and dated by the preparer;
 Seven of the nine months reviewed 

had not been signed and dated by the 
reviewer; and

 The two months reconciliations that 
had been signed by the reviewer were 
seven and eleven weeks after they 
were produced.

Payroll reconciliations
 No reconciliations had been produced 

between April and August 2006; and
 No reconciliations had been signed 

and dated by the preparer or 
reviewer.

There is a risk that 
with the control 
accounts not being 
produced and 
reviewed 
independently on a 
monthly basis any 
errors or variances 
may not be noted and 
investigated in a 
timely basis.

Finance should ensure that the 
main control account 
reconciliations are produced on a 
monthly basis, signed and dated 
by the preparer and the reviewer.

Action: Sue Healey - Principal 
Accountant & Alan Doig - 
Senior Assistant  Accountant

Management Comment:
Delayed because of new systems 
implementations & other work 
pressures.
All are now up to date.
Rushcliffe BC are responsible for 
under taking reconciliations for 
Debtors. The Revenues Manager 
confirms that these are ongoing.

Planned Corrective Action:
All reconciliations are now completed 
in accordance with agreed timescales 
& are signed by preparer & reviewer.

Timescale:
Implemented
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Creditors
 Since the new Agresso system went 

live in April 2006 it was said that one 
reconciliation had been performed 
and that it was currently being 
reviewed to produce them on a more 
regular basis.

Since the new Agresso system went live 
sundry debtors has been taken over by 
Rushcliffe Borough Council and therefore 
was unable to be reviewed.
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Observation Risks Recommendation Management’s Response

Recommendation 8 - Feeder Systems
Level of Risk – Low

There are two Agresso control sheets in 
place within Finance for feeder systems, 
one for debtors and payroll and one for 
cash, bank and other feeder systems.

A review of the feeder systems control 
sheets and supporting documentation 
found the following issues:

 The control sheets for debtors and 
payroll are not fully completed each 
week with all details and amounts. 

 The debtors amount for weeks 38 and 
39 and the payroll amounts for 
periods 4, 5 and 7 were not stated on 
the control sheets;

 No control sheet for weeks 40 and 41 
appears to have been produced; and

 There is no evidence of an 
independent check being performed 
of the feeder systems amounts once 
they have been posted.

There is a risk that 
errors or misposting's 
when posting the 
feeder systems 
amounts may go 
undetected.

Finance should ensure that the 
feeder system control sheets are 
fully completed and evidence 
shown of an independent check 
being performed of the postings.

Action: Amanda Lacey - Senior 
Assistant Accountant

Management Comment:
Control sheets are produced 
automatically for all feeders.  Debtors 
& Payroll are included with the income 
feeder control sheet.

Planned Corrective Action:
Independent check will be introduced.

Timescale:
Implemented
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Observation Risks Recommendation Management’s Response

Recommendation 9 - Setting Up New Codes Or Linking Codes On Agresso
Level of Risk – Medium

From a review of the Agresso coding 
folder the last 20 new codes or linking of 
codes were tested and the following 
issues were identified:
 19 of the 20 requests actioned did not 

show any independent review having 
taken place to ensure that the new 
code or link has been performed 
accurately. One request was already 
set up and therefore no action was 
needed;

 Five new code or link forms were 
found to have not been completed (in 
some cases emails were used);

 Three forms showed that the same 
person had requested and actioned 
the new code or linking;

 Three items that had been actioned 
showed no name to who had actually 
requested it; and

 Two forms took over two weeks to 
action.

There is a risk that 
new codes or linking 
of codes are not set 
up accurately on the 
system and the official 
process is not being 
followed by all staff 
which could lead to 
future problems.

Finance should ensure that the 
process surrounding the set up 
of new codes or linking of codes 
is reviewed and communicated 
to all necessary members of 
staff.

Action: Amanda Lacey - Senior 
Assistant Accountant.

Management Comment:
Agreed.

Planned Corrective Action:
A new code request form to be 
designed, relevant staff informed of 
new procedures & an independent 
check to be introduced.

Timescale:
31st March 2007
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Observation Risks Recommendation Management’s Response

Recommendation 10 - Budget Monitoring Statements
Level of Risk – Low

The budget monitoring statements report 
file was obtained from Finance and 
reviewed. It was stated that the 
statements are emailed out to the 
necessary Senior Management personnel 
and this was confirmed by Senior 
Management staff when asked. Not all 
Senior Management print a hard copy of 
the statement to reduce the amount of 
paperwork. 

However, a review of the budget 
monitoring statement file noted that a 
statement does not appear to have been 
produced for April, May, October and 
November 2006. This was said to be due 
to no statements are ever produced for 
the first two months of the new financial 
year and no statements are produced 
when budget estimations are being 
worked out in the October and November 
months.

There is a risk that 
budgets are not being 
reviewed on a regular 
basis to ensure no 
major errors or 
variances have 
occurred.

Budget monitoring statements in 
line with the Council's financial 
regulations should be produced 
on a more regular basis.

Action: Pauline Moore - 
Trainee Accountant

Management Comment:
It has never been the Authority’s 
practice to produce Budget Monitoring 
reports in April & May.  In addition, 
staff are involved with the closure of 
Accounts. Similarly, during 
October/November, Accountancy Staff 
& Budget Officers are involved in the 
production of the forthcoming budget.
Exception reports are forwarded to 
Budget Officers in October & 
November showing major variances.  
The budget process requires review of 
the current expenditure.

Planned Corrective Action:
If staffing resource permits, November 
monitoring reports will be produced.

Timescale:
31st December 2007
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Observation Risks Recommendation Management’s Response

Recommendation 11 - Budget Monitoring Exception Reports
Level of Risk – Low

A review of the budget monitoring 
statement file found that as with the 
budget monitoring statements the 
exception reports were also not produced 
in the months of April, May, October and 
November 2006, but it was also found 
that they were not on file for the months 
of July and August 2006 as well.

There is a risk that 
any unusual or large 
variances are not 
being reported on and 
investigated in a 
timely basis.

Finance should produce the 
exception reports on a more 
regular basis to ensure any 
unusual or large variances are 
reported on and investigated in a 
timely manner.

Action: Pauline Moore - 
Trainee Accountant

Management Comment:
See previous comment for monitoring 
reports. Exception reports were not 
produced until August-Consultants 
were still developing the reports during 
July. 
Exception reports produced for 
October & November but hard copy 
not filed.

Planned Corrective Action:
Hard copies of reports will be filed.

Timescale:
From June 2007
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Observation Risks Recommendation Management’s Response

Recommendation 12 - Trial Balances
Level of Risk – Low

The Agresso monthly report file was 
obtained from which a review of the trial 
balances found the following issues:

 Between April and July 2006 the trial 
balances were produced but were not 
signed to show that they had been 
reviewed by Senior Management.

 No trial balance was found on the file 
for August 2006 as being produced 
and reviewed.

Since September 2006 a trial balance has 
been printed off and signed by the 
Principal Accountant.

There is a risk that 
without a trial balance 
being produced and 
reviewed by Senior 
Management 
amounts included in 
the income and 
expenditure and 
balance sheet may be 
incorrect and not be 
seen and investigated 
in a timely basis.

Finance should ensure that a trial 
balance is produced and 
reviewed by Senior Management 
on a monthly basis.

Action: Pauline Moore - 
Trainee Accountant

Management Comment:
The system for this in now place.

Planned Corrective Action:
Non required.

Timescale:
Implemented


