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EXECUTIVE SUMMARY 

Introduction 

An audit of Creditors was undertaken as part of the approved internal audit 
periodic plan for 2009/10. 

The Agresso system is used by the Council for administering the ordering and 
creditor payments function. 

Individual departments raise and authorise purchase orders through the 
Agresso Web Live system. Invoices received are split between purchase 
orders and non-purchase orders before being scanned and registered onto 
the system. Purchase order invoices are verified to Goods Received Notes 
prior to payment. Invoices requiring authorisation are notified to the relevant 
department through the system. Authorisation is then controlled based on the 
limits set up within the system. Payment of invoices is completed by the 
Creditors department. 

Payments to creditors are made twice weekly, the majority of payments being 
made by BACS, the rest being made by cheque. Following each payment run, 
the creditors ledger is reconciled to the General Ledger. 

Two performance indicators are in place for the monitoring of creditor 
payments: 

• Creditors paid within 30 days. (98.4% as at August 2009) 

• Local suppliers paid with in 10 days. (90.4% as at June 2009) 

 

Principal Findings 

 High Medium Low 

Number of recommendations 0 1 5 

 

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

• Failure to adhere to Financial Regulations when raising purchase 
orders for goods and services. 

 

Assurance Statement 

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

Objective & Scope 

The purpose of the audit review was to evaluate the adequacy of risk 
management and control within the system and the extent to which controls 
have been applied, with a view to providing an opinion. 

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; 

• A signatory listing is not in place to identify the authorisation levels 
of staff with creditor responsibility; 

• Inaccurate/duplicate payments due to fraud (i.e. bogus suppliers 
and fictitious invoices), error or inefficient processing of: 
BACS/Cheque payments/checking invoice to payment to be made, 
and invoice to goods received note; 

• Failure to set access rights within the system and provide an 
adequate segregation of duties; 

• Lack of controls for ordering arrangements; 

• Invoices are not appropriately authorised prior to payment; 

• Payments to suppliers are not authorised; 

• Failure to pay when due resulting in penalties or refusal to supply; 

• Poor decision making, due to poor quality or timeliness of 
information provided to management; and 

• Management information contained within the GL regarding 
outstanding credit balances is inaccurate. 

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

• Financial Regulations detailing responsibilities for creditors; 

• Authorised signatory listing with specimen signatures; 

• Approval of suppliers; 

• Ordering of goods/services; 

• Matching and authorisation of invoices; 

• Payment of invoices; 

• Segregation of duties 

• Contingency arrangements in the event of system failure; 

• Access levels and protection over the creditors system; and 

• Management information. 
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The following limitations to scope of the audit were agreed when planning the 
audit: 

• Testing is on a sample basis only and therefore we cannot provide 
absolute assurance that fraud does not exist; and 

• This review will not cover tendering and contract procedures. 

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 Authority’s 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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DETAILED FINDINGS 

Observation Risks Recommendation Management’s Response 

 

Recommendation 1 - Raising of Purchase Orders 

Level of Risk - Medium 

Testing of a sample of 30 invoices (15 
purchase order and 15 non-purchase 
order i.e. where it is deemed a 
purchase order is not required, such 
as a utility bill etc) identified that 11 of 
the 15 non-purchase order invoices 
should have been raised using  
purchase orders. 

 

In addition to our sample we did 
identify that from a review of monthly 
invoices processed by the Creditors 
department it highlighted that, for the 
current financial year, 43.7% of 
invoices registered related to 
purchase orders and 56.3% were non-
purchase order, which is deemed to 
be very high usage of non-purchase 
orders. 

 

Further to this we also highlighted that 
for approximately one in four purchase 
order invoice registered, the 
goods/services had not been 

There is a risk that 
invoices may be paid 
where goods/ 
services have not 
been received or 
payments could be 
made to fictitious 
suppliers through not 
using official 
purchase orders. 

All staff should be reminded of 
the need to follow Financial 
Regulations in relation to 
raising purchase orders. Non-
purchase orders should be 
limited in use and should only 
be used for ad-hoc 
goods/services, such as utility 
bills. 

Action should be taken 
reporting those departments 
that have not complied with the 
requisition process, and where 
applicable, taking corrective 
action to train those delegated 
responsibility for raising 
purchase orders. 

 

Action: Alan Doig – Senior 
Assistant Accountant 

 

Management Comment: 

Recommendation Agreed. 

 

Planned Corrective Action: 

The Senior Assistant Accountant is 
in the process of writing to all 
current suppliers reiterating the 
need for purchase order numbers to 
be quoted on all Invoices. A 
reminder will also be sent to 
Departments about issuing order 
numbers for all goods/services. 

 

Timescale: 

Immediate. 
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receipted on the Agresso system by 
the respective department, which had 
lead to non-payment of the invoices 
until the department have been 
chased. 
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Observation Risks Recommendation Management’s Response 

 

Recommendation 2 - Financial Regulations 

Level of Risk - Low 

The Financial Regulations include 
roles and responsibilities in relation to: 

• Ordering and paying for works, 
goods and services. 

• Delegation in respect of 
procurement (place orders & 
authorise payments). 

The Financial Regulations form part of 
the Council’s Constitution, which was 
last reviewed in Nov/Dec 2007. 

It was noted that the Financial 
Regulations do not specify the 
process for cheque payments and 
signing of cheques nor do they include 
the authorisation process of the 2.5% 
variance limit between purchase 
invoices compared to purchase 
orders. 

Further to this we also highlighted that 
for approximately one in four purchase 
order invoice registered, the 
goods/services had not been 
receipted on the Agresso system by 
the respective department, which had 

If the financial 
framework 
documentation is not 
maintained up to 
date there is a risk 
that new controls put 
in place are not 
complied with 
consistently 
throughout the 
Council. 

The Council should ensure that 
the Financial Regulations are 
updated to include processes 
around cheques and then 
regularly reviewed to ensure 
they reflect current processes 
and updated where applicable. 

 

Action: Alison Ball – 
Financial Services Manager  

Management Comment: 

Recommendation Agreed. 

 

Planned Corrective Action: 

The planned upgrade to Agresso 
5.5 and ongoing implementation of 
the Gedling Transformation 
Programme will inevitably result in 
changes to policies and procedures 
in pursuit of efficiency and 
effectiveness.  The Financial 
Regulations will be updated in line 
with the completion of any 
procedural changes emanating 
from the implementation of these 
initiatives. 

 

Timescale: 

To commence January 2010, 
completion 31st December 2010. 
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lead to non-payment of the invoices 
until the department have been 
chased. 
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Observation Risks Recommendation Management’s Response 

 

Recommendation 3 - Invoice Deletion 

Level of Risk - Low 

A part of testing in relation to duplicate 
payments, a sample of 542 purchase 
order and 1,115 non-purchase order 
invoices were reviewed. 

In total, 186 invoices were found to 
have been deleted from the Agresso 
system (70 purchase order and 116 
non-purchase order). These were 
compared to the ‘Invoices Deleted’ 
spreadsheet maintained in Creditors. 
It was found that: 

• Three purchase order invoices 
were not included on the 
spreadsheet; 

• Eight non-purchase order 
invoices were not included on 
the spreadsheet; and 

• Two lines on the spreadsheet 
contained the same transaction 
reference number.  

Further investigations identified 
sufficient explanations (human error in 
not updating the spreadsheet 
correctly) for all but one transaction 

There is a risk that 
invoices deleted 
from the system are 
not accounted for. 

An enquiry should be made as 
to whether an exception report 
can be produced from the 
Agresso system highlighting 
those invoices that have been 
deleted from the system, this 
can then be reviewed 
periodically by management 
and compared to the ‘Deleted 
Invoice’ spreadsheet. 

 

Action: Alan Doig – Senior 
Assistant Accountant  

Management Comment: 

Recommendation Agreed. 

 

Planned Corrective Action: 

The Senior Assistant Accountant 
will log a call with Agresso to see if 
such a report exists. If not, we will 
discuss the possibility with Integra 
of writing a new script to extract this 
information. 

 

Timescale: 

Immediate. 
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(ref 60652039) where evidence to 
support this transaction could not be 
found, either in the registration of 
invoices scanned log or within the 
non-PO invoice file.  

 

 

Observation Risks Recommendation Management’s Response 

 

 Recommendation 4 - Retrospective Orders 

Level of Risk - Low 

 

Testing of a sample of 15 purchase 
orders identified two where the order 
date was after the invoice date. 

There is a risk that 
unofficial orders are 
placed with suppliers. 

Instances of retrospective 
ordering should be monitored 
and notified to the relevant 
department to investigate. Action 
should be taken in raising the 
awareness of the Council's 
requisition process. 

 

Action: Alan Doig – Senior 
Assistant Accountant  

 

Management Comment: 

Recommendation Agreed. 

 

Planned Corrective Action: 

The Senior Assistant Accountant will 
produce a report to monitor Order 
dates against Invoice dates, and 
investigate any instances where 
retrospective ordering occurs. 

 

Timescale: 

Immediate. 
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Observation Risks Recommendation Management’s Response 

 

Recommendation 5 - BACS Payments 

Level of Risk - Low 

 

Testing of a sample of 15 creditor 
payment BACS runs identified that 
payment runs in weeks 19, 20 and 22 
had been prepared by and authorised 
by the Senior Assistant Accountant. 

 

There is a risk of 
inaccurate or 
unauthorised 
payments being 
made to the Council's 
creditors. 

BACS payment runs should be 
authorised independently of the 
preparing officer. 

 

Action: Alan Doig – Senior 
Assistant Accountant 

 

Management Comment: 

Recommendation Agreed 

 

Planned Corrective Action: 

New procedures have been 
implemented where the Assistant 
Accountant (Payroll Management) 
will authorise the BACs when the 
Senior Asst Accountant has 
prepared the submission. 

 

Timescale: 

Immediate. 
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Observation Risks Recommendation Management’s Response 

 

Recommendation 6 - Cheque Payments 

Level of Risk - Low 

 

Testing of a sample of 15 creditor 
payment cheque runs identified that: 

• For two runs the cheque payment 
reports had been prepared by and 
authorised by the Senior 
Assistant Accountant; and 

• The cheque remittance 
confirmation report for one run 
had not been signed as 
authorised. 

There is a risk of 
inaccurate or 
unauthorised 
payments being 
made to the Council's 
creditors. 

All cheque payment runs should 
be authorised independently of 
the preparing officer. 

 

Action: Alan Doig – Senior 
Assistant Accountant  

Management Comment: 

The Cheque payment run reports 
are produced automatically by the 
system, they are based on 
authorised invoices due for payment 
and are not subject to an external 
submission as with the BACs, 
therefore cannot see any risk and 
need for this report to be 
countersigned. 

 

Planned Corrective Action: 

As with Rec.5, the Assistant 
Accountant (Payroll Management) 
will authorise the Cheque payment 
run report where the Senior Asst 
Accountant has prepared the 
submission. 

 

 Timescale: 

Immediate. 
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ANNEX A 

 
Risk & Assurance – Standard Definitions 
 
 
Audit Recommendations 
 
Audit recommendations are categorised, depending upon the level of 
associated risk, as follows: 

 

Level Category Definition 

1 High 
Action is essential to manage exposure to 
fundamental risks. 

2 Medium 
Action is necessary to manage exposure to significant 
risks. 

3 Low 
Action is desirable and should result in enhanced 
control or better value for money. 

 

 
Assurance Statement 
 
Each report will provide an opinion on the level of assurance that is provided 
with respect the risk emanating from the controls reviewed.  The categories of 
assurance are as follows: 
 
 

Category Definition 

No 
The majority of the significant risks relating to the area 
reviewed are not effectively managed. 

Limited 
There are one or more significant risks relating to the 
area reviewed that are not effectively managed. 

Substantial 
The risks relating to the objectives of the areas reviewed 
are reasonably managed and are not cause for major 
concern. 
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What Happens Now? 
 
The final report is distributed to those involved with discharging the 
recommended action, the Head of Corporate Services, Audit Commission 
and, where applicable, the relevant Heads of Service. 
 
A synopsis of the audit report is provided to the authority’s Audit Committee.  
Internal Audit will carry out a follow-up exercise approximately six months 
after the issue of the final audit report.   The on-going progress in 
implementing each recommendation is reported by Internal Audit to each 
meeting of the Audit Committee. 
 
Any Questions? 
 
If you have any questions about the audit report or any aspect of the audit 
process please contact the auditor responsible for the review or Vince 
Rimmington, Manager of Audit & Risk Services on telephone number 0115 
9013850 or via e-mail to vince.rimmington@gedling.gov.uk 
 


