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EXECUTIVE SUMMARY 

 
Introduction 

 

An audit of Creditor Payments was undertaken as part of the approved 
internal audit periodic plan for 2010/11. 

The Agresso accounting system is used to manage the ordering of, and 
payment for, purchases.  Most purchases are made by purchase orders.  Staff 
throughout the Council can raise purchase orders on Agresso, and these are 
authorised by another system user.  The receipt of the goods and services is 
recorded on Agresso.  Invoices are scanned and recorded on Agresso and 
automatically matched to the order and receipt of goods and services, before 
being paid.   

For a limited number of payments there is no requirement to raise a purchase 
order, for example periodic payments such as rent and utilities.  These are 
known as ‘non-purchase order’ payments.  For these, the invoices, which are 
also scanned and recorded on Agresso, have to be authorised before 
payment is made.   

Payments to creditors are made three times a week.  Payments totalled £16.1 
million in the first 9 months of 2010/11.  92% by value (63% by volume) were 
paid by BACS, and the rest were paid by computerised cheque runs.   

There are two performance indicators for monitoring creditor payments: 

• 98% of invoices should be paid within 30 days.  Actual performance 
was reported as 97.5% for the first 9 months of 2010/11.   

• 90% of invoices from local suppliers should be paid more promptly, 
within 10 days.  Actual performance was reported as 91.5%.   

 

Follow-up of previous audit 

 

The previous internal audit report on creditor payments, report IAR0910-12 
issued in November 2009, provided substantial assurance with respect to the 
adequacy and effectiveness of controls.  It contained 6 recommendations.  
One of these (recommendation 2 in the previous report) is not due for 
implementation until a planned update to Agresso in March 2011.  This was 
that the financial regulations should be revised to include the process for 
cheque payments, and the tolerance of a 2.5% variance between invoice and 
order values.   

For the other 5 recommendations, during this current review we found that 3 
had been satisfactorily implemented.  We have made renewed 
recommendations in this report in respect of the other 2 recommendations, 
although performance in respect of one of them has improved, i.e. the number 
of ‘non-purchase order’ payments where there should have been purchase 
orders.  The other renewed recommendation relates to purchase orders 
raised after the invoice has been received.   
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Principal Findings 

 

 High Medium Low 

Number of recommendations 0 0 5 

 

The detailed findings and associated recommendations are provided in the 
second part of this report.  The following matter is also noted, but not included 
in the recommendations: 

• Only one member of staff is responsible for stocks of unused cheques.  
We discussed with the department the risk of these going missing 
without being detected, and then being used for improper payments.  
However, computerised controls satisfactorily limit this risk, as cheque 
numbers are not pre-printed on these stocks, but are entered by the 
Agresso system when printing the full cheque details.   

 

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 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: 

• Purchases are ordered which are not appropriate for the Council.   

• Payments are made for goods and services that have not been 
ordered.  

• Payments are made for goods and services that have not been 
received.  

• Payments are made to the wrong payee. 

• Payments are made at the wrong amount. 

• Payments are not made within the required timescales. 

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

• Financial regulations for creditor payments. 

• Creation of purchase orders. 

• Recording of goods and services received. 

• Processing of purchase invoices. 

• Payments to suppliers. 

• Maintenance of the purchase ledger. 

The scope of the audit did not include tendering and contract procedures, and 
did not actively seek to detect fraud.  

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 
individuals concerned. 
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DETAILED FINDINGS 

Observation Risks Recommendation Management’s Response 

 

Recommendation 1 - Use of Purchase Orders 

Level of Risk - Low 

We tested a sample of 30 purchases.  
20 were made by purchase order.  
The other 10 were ‘non-purchase 
order’ purchases.  These should be 
limited to cases where it is impractical 
or pointless to specify in advance the 
quantity and expected cost of the 
goods or services.  Of these 10, we 
consider that the following three 
should have had purchase orders: 

• Food for Richard Herrod Leisure 
Centre, from Carlton Caterers 
(transaction number 60663756) 

• Reassurance patrols by 
Nottinghamshire Police (60663795) 

• A printer cartridge from Canon 
(60663121). 

This is an improvement on the findings 
in the previous audit report, which 
found 11 exceptions from a sample of 
15.  This improvement reflects efforts 
made by the department, including 
writing to suppliers to require that 
order numbers are put on all invoices.  

Improper payments, 
and payments for 
items not received.  
This is because 
‘non-purchase order’ 
payments are not 
subject to controls 
on Agresso where: 

(1) separate persons 
create and authorise 
an order. 

(2) the receipt of  
goods and services 
is recorded.  

The department should 
monitor the number of ‘non-
purchase-order’ payments in 
account codes which would 
normally be expected to have 
purchase orders.  The main 
sources of these should be 
investigated.  If it is found that 
purchase orders should have 
been used, the staff 
responsible should be 
informed how to raise orders 
properly in future. 

 

Action: Alan Doig – Senior 
Assistant Accountant 

 

Management Comment: 

Recommendation agreed. 

 

Planned Corrective Action: 

This is an ongoing exercise, all 
invoices not quoting a PO are 
queried with Accountancy and 
either sent back unpaid or paid as a 
non-PO (if confirmed by 
Accountancy). 

All staff have been trained on 
raising PO’s, further training will be 
provided when Agresso 5.5 is 
introduced (March 2011). 

 

Timescale: 

Ongoing. 
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Observation Risks Recommendation Management’s Response 

 

Recommendation 2 - Retrospective Orders 

Level of Risk - Low 

 

We tested a sample of 20 purchases 
that were made by purchase order.  For 
the following two, the order was  
processed after the invoice date, which 
should not happen.   

• Work at King George V playing field 
by EPS Groundworks (transaction 
number 50631283).  We consider that 
this should have been ordered in 
advance. 

• The mayor’s chauffeur service by 
Christar (50631772).  It is impractical 
to specify in advance the journeys and 
mileages required, so this purchase 
should have been made by ‘non-
purchase order.’  We accept that the 
department is working to increase the 
use of purchase orders (see 
recommendation 1 above) and on 
occasion this will lead to orders being 
produced retrospectively rather than 
not produced at all.   

The previous audit report similarly 
found that 2 from a sample of 15 orders 
were retrospective. 

The original request 
is not documented so 
there is no proof of 
what was asked for.  

The order details are 
copied from the 
invoice without 
reference to what was 
originally required 
and at what cost.  

Orders are not 
authorised and so 
may be for 
inappropriate goods 
and services. 

 

Retrospective orders should be 
monitored and investigated.  The 
staff responsible should be 
informed how to avoid them in 
future. 

 

Action: Alan Doig – Senior 
Assistant Accountant 

 

Management Comment: 

Recommendation agreed. 

 

Planned Corrective Action: 

A report is now available displaying 
all possible retrospective orders. AD 
will analyse these and contact 
relevant Departments. 

There may be occasions where 
Orders have been raised after the 
date on an invoice – where the 
invoice has been returned (see Rec 
1). 

 

Timescale: 

Immediate. 
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Observation Risks Recommendation Management’s Response 

 

Recommendation 3 - Recording the receipt of goods and services 

Level of Risk - Low 

The receipt of goods and services is 
recorded on Agresso.  Invoices are 
matched to the receipt of the items 
before being paid.   

Agresso does not show who recorded 
the receipt of the goods and services.   

However, we were informed that 
Agresso will only allow this to be 
recorded by a member of staff in a 
relevant department and that, if 
necessary, IT systems could be 
interrogated to identify who made the 
entry. 

Also, this will be corrected in the 
planned update to Agresso in March 
2011.   

Payments made for 
goods and services 
which are not 
received.   

Staff who incorrectly 
record goods and 
services as received 
cannot be identified.  
So errors, whether 
made by mistake or 
fraudulently, cannot 
easily be addressed.  

To speed up the 
processing of 
invoices, staff may 
anonymously record 
goods and services 
as received before 
delivery. 

 

 

The department should ensure 
Agresso is amended to show 
who recorded the receipt of 
goods and services. 

 

Action: Alan Doig – Senior 
Assistant Accountant 

 

Management Comment: 

Recommendation agreed. 

 

Planned Corrective Action: 

Agresso 5.5 now record this 

 

Timescale: 

30th April 2011 

 

  



Confidential 

REPORT REFERENCE: IAR1011-06  

PAGE 8 OF 11 

Observation Risks Recommendation Management’s Response 

 

Recommendation 4 - Payment in Advance 

Level of Risk  - Low 

 

Of our sample of 30 purchases, one was 
paid before the service was received.  
The Bogus Brothers appeared at Arnold 
Carnival on 20 June 2010 and 
requested payment of £3,000 by 10 
June 2010, and were paid on 17 June 
2010 (transaction number 50629999).   

 

 

 

 

 

 

 

 

 

 

 

Payments made for 
goods and services 
which are not 
received.   

Payments should not be made in 
advance.   

 

Action: Alan Doig – Senior 
Assistant Accountant 

 

Management Comment: 

Recommendation agreed. 

 

Planned Corrective Action: 

This Invoice was received early from 
the Department and payment was 
based on the supplier terms. AD has 
spoken to the Department and they 
have confirmed that all invoices 
should be held back until after the 
performance (with the exception of 
the deposits). 

The department will ensure this does 
not happen in the future. 

 

Timescale: 

Immediate. 
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Observation Risks Recommendation Management’s Response 

 

Recommendation 5 - Authorisation of BACS payments over £10,000 

Level of Risk - Low 

Individual payments over £10,000 
within each BACS run are subject to 
an additional check and authorisation.  
This check is carried out after the 
payment details have been sent to the 
bank, and too late for the payment to 
be stopped.   

However, the department had no 
knowledge of any problems found on 
payments over £10,000 as a result of 
this check.   

This finding relates only to BACS 
payments, and not to cheques over 
£10,000, which are manually signed 
before being released.   

 

BACS payments 
over £10,000 found 
to be incorrect will 
already have been 
processed. 

The authorisation of BACS 
payments over £10,000 should 
be carried out before 
submission of payment details 
to the bank.   

 

Action: Alan Doig – Senior 
Assistant Accountant 

 

 

 

 

 

 

 

 

Management Comment: 

Recommendation agreed. 

 

Planned Corrective Action: 

The over £10k BACs is a system 
created report, and is only available 
‘after’ the amounts are posted to 
the GL (final procedure each week) 

AD will discuss with consultant if 
the report can be amended to be 
produced before the BACs 
submission is sent. 

 

Timescale: 

30th April 2011 
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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 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 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 
 


