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EXECUTIVE SUMMARY 

Introduction 

An audit of Debtors was undertaken as part of the approved internal audit 
periodic plan for 2010/11. 
 
At present debtors activities are outsourced to Rushcliffe Borough Council and 
discussions are ongoing to bring the function back in-house with the prospect 
of using a new system yet to be confirmed. At the time of the audit 
£321,519.26 of debt was still outstanding. There have been no debts written 
off in 2010-11 to present. The bad debt provision for 2010-11 is £316,516.38. 
  
There were three recommendations made in the previous audit report. Two of 
these have been implemented and one (relating to the cancellation of debts) 
is in the process of being implemented. 

 

Principal Findings 

 High Medium Low 

Number of recommendations 0 1 7 

 

The detailed findings and associated recommendations are provided in the 
second part of this report.  There was one medium risk recommendation 
made. 
 
 
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. 
 
Areas of good practice include: 
 

• All cases put forward for write-off are individually reviewed prior to 
authorising the write-off.  

• There are comprehensive procedure notes in place.  

• There is regular communication between Rushcliffe Borough 
Council and Gedling Borough Council regarding debtors.  

• The external debt collection agency provides the Council with 
monthly updates on the cases where debts cannot be recovered.  
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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 areas within this system are: 

• Procedural documentation and training; 

• Debtor and invoice creation; 

• Credit control; 

• Write offs; and 

• Accounting for debt and reporting.  

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

• Our work will not provide assurance that the organisation has 
identified all debts / monies owed to it; 

• We will not consider the suitability of wording used in credit control 
letters; 

• We will not consider the effectiveness of credit control actions 
taken, only whether actions have been taken; 

• We will not consider the procedures or performance of any third 
party debt management contractors used; 

• We will not substantively re-perform reconciliations; 

• Testing will be completed on a sample basis only; and 

• Our work does not provide absolute assurance that material error, 
loss or fraud does not exist. 

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. 

Acknowledgement 
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review. We would like to record our thanks and appreciation to all the 
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DETAILED FINDINGS 

Observation Risks Recommendation Management’s Response 

 

Recommendation 1 - Procedural Documentation and Training 

Level of Risk - Low 

 

We confirmed there are documented day-
to-day procedures in place regarding 
debtors’ activities.  

The notes cover: issue; cancellation; 
payment; transfers; refunds; recovery; 
write-offs; reconciliation and system 
security. 

We noted procedure notes were dated 2007 
and therefore may have not been reviewed 
since then.  

 

There is a risk that 
procedures may be out-of-
date and therefore staff 
may not comply with 
policy and expectations.  

Ensure that the procedure notes 
for the debtors’ activities are 
reviewed on a periodic basis and 
are updated as required.  The date 
of review should be included on the 
document.  

 

Action: John Vickers – Revenue 
Services Manager 

 

Management Comment: 

Recommendation agreed. 

 

Planned Corrective Action: 

New procedure notes will be written as 
part of the new system implementation. 

 

Timescale: 

31st March 2011 
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Observation Risks Recommendation Management’s Response 

 

Recommendation 2 - Procedural Documentation and Training 

Level of Risk - Low 

 

We obtained the Financial Regulations and 
noted these were dated 2007.  

  

There is a risk that the 
regulations may be out-of-
date and therefore staff 
may not comply with the 
latest requirements and 
legislation.   

Best practice suggests Financial 
Regulations are reviewed every 
two years. The date of review 
should be included on the 
document.  

 

Action: Mark Kimberley – Head 
of Corporate Services 

 

Management Comment: 

The Financial Regulations have been 
amended  to reflect changing roles and 
practices, however, a fundamental 
review is planned for 2010-11. 

 

Planned Corrective Action: 

The Agresso system is currently being 
upgraded from version 5.4 to 5.5.  
Upon completion of the upgrade 
processes will be reviewed and the 
Financial Regulations updated 
accordingly. 

 

Timescale: 

31st March 2011 
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Observation Risks Recommendation Management’s Response 

 

Recommendation 3 - Debtor and Invoice Creation 

Level of Risk - Medium 

 

We looked at a sample of debtor invoices. 
Invoices are raised in the departments 
based upon a request. Requests are made 
via an invoice request form or invoices are 
raised based on a contract or booking form.  

In one instance in our sample, we were 
unable to find supporting documentation for 
one of the invoices raised and could not 
therefore confirm the details of the invoice 
matched the request and supporting 
documentation. We confirmed that the 
Revenues team completes a debtors audit 
on a quarterly basis whereby five percent  
of invoices raised are checked to supporting 
documentation, ensuring that the invoices 
are correct.  This was seen to be completed 
in July for April to June and in April for 
January to March.   

In 5 instances, we also noted that the 
invoice had been raised at least 14 days 
after the request was received. Invoices are 
generated once a week.  

There is a risk that income 
is not received in a timely 
manner due to invoices 
not being accurately 
raised or sent in a timely 
manner.   

a) Departments should be 
reminded of the requirement to 
raise debtor invoices in a timely 
manner and to ensure that this is 
done before the cut off date.  

b) Consideration should be given 
to printing and despatching 
invoices more frequently than on a 
weekly basis.   

c) Departments should be given a 
target to raise debtors from 
requests/supporting documentation 
within the week. .   

d) The Revenues department 
should complete their 5% debtors 
audit on a monthly basis rather 
than a quarterly basis to make it 
easier to review invoices and 
identify any which have taken 
longer than the target number of 
days to process.   

 

Action: John Vickers – Revenue 
Services Manager 

 

Management Comment: 

Recommendation agreed. 

 

Planned Corrective Action: 

a) Email will be sent to departments. 

b) Daily invoicing will be considered 
as part of the new system 
implementation. 

c) Targets will be agreed as part of 
the new system implementation. 

d) Audit will be carried out on a 
monthly basis. 

 

Timescale: 

a) By 30th November 2010 

b) By 31st March 2011 

c) By 31st March 2011 

d) By 30th November 2010 
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Observation Risks Recommendation Management’s Response 

 

Recommendation 4 - Debtor and Invoice Creation 

Level of Risk - Low 

 

We looked at a sample of credit notes. In all 
instances credit request forms were 
completed, authorised, checked and 
supporting documentation was attached.  

We noted that in five cases the credit 
request forms had not been date stamped 
on receipt into Rushcliffe Borough Council, 
so we could not verify that the credit note 
had been raised in a timely manner 
following receipt of the request. In three 
instances there was a delay of over two 
weeks between the request being received 
and the credit being raised.  

There is currently no deadline or target 
number of days with regards to raising 
credit notes.  

 

There is a risk that the 
performance of the 
department in processing 
credit notes cannot be 
monitored.  

a) All credit request forms are 
stamped with the date received 
(including those received through 
email or delivered in person).  

b) A target number of days should 
be set for cancellations to be 
raised from the receipt of a 
request. Performance against the 
target should be monitored on a 
regular basis.  

 

Action: John Vickers – Revenue 
Services Manager 

 

Management Comment: 

Recommendation agreed. 

 

Planned Corrective Action: 

This whole procedure will be reviewed 
as part of the new system 
implementation and will be agreed with 
internal audit. 

 

Timescale: 

31st March 2011 
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Observation Risks Recommendation Management’s Response 

 

Recommendation 5 - Credit Control  

Level of Risk - Low 

 

Instances of returned letters are not 
monitored.  

Letters can either be returned to the 
department from which the invoice relates 
to, the Debtors section in Rushcliffe 
Borough Council or to Gedling Borough 
Council.  

If returned letters are not passed to the 
Debtors section, the section will continue 
with the debt recovery process and cannot 
identify that the chasing letters have not 
been delivered.  

 

If returned letters are not 
sent to the debtors 
section, they cannot be 
identified and monitored.  

Without the monitoring of 
returned letters, there may 
be wasted resources 
chasing debtors.   

When the debtors processing is 
brought back in-house to Gedling 
Borough Council, ensure that there 
is a standard issue return address 
so that undelivered chasing letters 
can be monitored.  

 

Action: John Vickers – Revenue 
Services Manager 

 

Management Comment: 

Recommendation agreed. 

 

Planned Corrective Action: 

New procedure notes will be 
implemented as part of the new system 
implementation. 

 

Timescale: 

31st March 2011 
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Observation Risks Recommendation Management’s Response 

 

Recommendation 6 - Credit Control 

Level of Risk - Low 

 

It was confirmed that some of the hold 
accounts (where the debt recovery process 
is on hold) are reviewed each month, while 
others are reviewed quarterly. Usually the 
accounts on hold for a month are reviewed 
monthly and those on hold for three months 
are reviewed quarterly. We noted that the 
quarterly review may not pick up accounts 
which review date is not up at the time of 
review.  

 

There is a risk that the 
debt recovery process is 
delayed for accounts that 
are not reviewed on a 
monthly basis.  

All hold accounts should be 
reviewed on a monthly basis as per 
the control document 
requirements. 

 

Action: John Vickers – Revenue 
Services Manager 

 

Management Comment: 

Recommendation agreed. 

 

Planned Corrective Action: 

Monthly reviews will be implemented 
as part of the new system procedures.  

 

Timescale: 

31st March 2011 
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Observation Risks Recommendation Management’s Response 

 

Recommendation 7 - Write-offs 

Level of Risk - Low 

 

We looked at a sample of write-offs from 
2009/10 (no write-offs yet for 2010/11). We 
can confirm all write-offs had been 
authorised and then accurately input in the 
system. There were no write-offs of 
significant value that required presentation 
to the Chief Executive of Cabinet for 
approval.  

In one instance however, a debt (for the 
value of £104.65) had been written off the 
system prior to the authorisation of the 
Head of Corporate Services.  

There is also no review of the write-offs 
input in the system to ensure all those put 
through the system have been authorised.  

At the time of the audit, there had been no 
write-offs for 2010-11. It was confirmed that 
there is a timetable for the write-offs of 
sundry debtors but this has not been 
followed. 

 

There is a risk of 
unauthorised write-offs 
being made.  

a) All write-offs should be 
authorised prior to being input in 
the system.  

b) An independent review of all 
write-offs from the system should 
be carried out.  

c) The write-offs timetable for 
2010-11 should be complied with.   

 

Action: John Vickers – Revenue 
Services Manager 

 

Management Comment: 

Recommendation agreed. 

 

Planned Corrective Action: 

This whole procedure will be reviewed 
as part of the new system 
implementation and will be agreed with 
internal audit. 

 

Timescale: 

31st March 2011 
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Observation Risks Recommendation Management’s Response 

 

Recommendation 8 - Accounting for Debt and Reporting  

Level of Risk - Low 

 

Every month a reporting pack is prepared 
by the Treasury Services Officer and 
passed to the Revenue Services Manager 
for review. The Revenue Services Manager 
meets with the Head of Corporate Services 
on a monthly basis to discuss the 
information contained in the pack. However 
this review is not minuted.   

If matters are not minuted, 
there is a lack of evidence 
of the information being 
discussed and reviewed 
and any arising points 
may not be followed up.  

Ensure that the monthly review of 
the debt position of the 
organisation is minuted each 
month, along with any resulting 
actions.  

 

Action: John Vickers – Revenue 
Services Manager 

 

Management Comment: 

Recommendation agreed. 

 

Planned Corrective Action: 

Monthly monitoring discussions with 
the Head of Corporate Services at 
team briefings will be minuted. 

 

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 to the risk arising 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 a number of 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 Finance, 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 on any aspect of the audit 
process please contact the auditor responsible for the review or Vince 
Rimmington, Manager Audit & Risk Services on telephone number 0115 
9013850 or via e-mail to vince.rimmington@gedling.gov.uk. 


