
CONFIDENTIAL 
 

 
 

FINAL INTERNAL AUDIT REPORT 

 
CHIEF EXECUTIVE’S DEPARTMENT 

 

 
REVIEW OF CREDITORS 

 

 
Issued to: Claudine Douglas-Brown, Assistant Director Exchequer Services 

                                  Emma Richardson, Head of Financial Systems 
                           Peter Turner, Director of Finance (Final report only). 

 
Prepared by: Trainee Auditor 
 

Reviewed by:  Head of Audit and Assurance 

 Principal Auditor 
                                   
Date of Issue:          13 September 2021 
 

Report No.:             CEX/05/2020



CONFIDENTIAL 
REVIEW OF CREDITORS      

 
 

Page 1 of 16 
 

INTRODUCTION 

1. This report sets out the results of our audit of creditors. The audit was carried out as part of the work specified in the 2020-21 Internal Audit 
Plan agreed by the Section 151 Officer and Audit Sub-Committee. The controls we expect to see in place are designed to minimise the 

Council’s exposure to a range of risks. Weaknesses in controls that have been highlighted will increase the associated risks and should 
therefore be addressed by management. 

2. The Council’s Exchequer contractor is contracted to provide the creditors service, which is delivered using the Council’s finance system, E 

Business Suite (EBS). Information is also extracted from number of Council maintained systems to produce and validate payment requests 
for various services and petty cash reimbursements. 

3. The Exchequer Client Unit monitors the service provided by the Council’s Exchequer contractor, as well as running various exception 
reports, such as the check for duplicate payments, and publishing the Council’s expenditure for payments over £500 on the Council’s 
website. 

4. Support for EBS, including user administration, is provided by the Financial Systems Team. 

5. We would like to thank all staff contacted during this review for their help and co-operation. 

 
AUDIT SCOPE 
 

6. The original scope of the audit was outlined in the Terms of Reference and controls to mitigate following key risks were reviewed:  
 

• Payments may be made for goods and services which have not been received, or may not be accurate or timely  
 
• The setting up and amendment of suppliers’ details, particularly bank account details may not be p roperly controlled, leading to fraudulent 

payments being made 
 

• Authority levels for the payments of goods and services are not set in line with financial regulations 
 
• Mechanisms are not in place to ensure that duplicate payments are avoided and/or detected 

 
• The ledger control account may not be reconciled to the creditors control account 
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7. The audit reviewed a sample of payments made to creditors, the process of set up and amendment of suppliers’ details and the operation 

of controls during lockdown due to Covid-19. The recommendations made in the previous audit report were also followed up.  

8. The audit covered the period between April 2020 and March 2021. 

 

AUDIT OPINION  
 

9. Our overall audit opinion, number and rating of recommendations are as follows.   
 

AUDIT OPINION  

 

Substantial Assurance 
(Definitions of the audit assurance level and recommendation 

ratings can be found in Appendix B) 

  

Number of recommendations by risk rating 

     

 

0 

6  

(NB. 4 of these 6 recommendations 

result from our follow up testing and 
they are set out in Appendix B)  

 

0 

 

SUMMARY OF FINDINGS 

10. Controls noted to be in place and working well, based on the audit testing conducted, include: 

 All the payments sampled were authorised by the manager at correct authority level and VAT was claimed correctly where applicable. 

 Checks were in place to help prevent and detect duplicate payments. 

Priority 2 Priority 1 Priority 3 
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 Regular reconciliations of the creditors’ control account were being undertaken. 

 Invoices were scanned and retained for all transactions sampled to support the payments made. 

 Changes made to the services and their delivery due to Covid-19 were documented and circulated to the relevant stakeholders. 

 Expenditure exceeding £500 was published on the Council’s website in compliance with the Local Government Transparency Code 2015. 

 

11.   We would like to bring to management attention the following issues in paragraphs 11 to 15: 

 We found that for one payment, the authoriser was unable to confirm the amount paid was due because the signed copy of the contract 

could not be located. 

 We could see evidence that the Council’s Exchequer contractor had recorded details of checks carried out on supplier set up and 
amendments received but we found that the relevant section of one of the supplier set up forms in our sample had not been completed by 

the supplier, confirming the company number and whether it was VAT registered. 

 We found that 3/14 samples had orders being raised retrospective to the invoices received for payment. 

 We obtained an up-to-date list of authorised signatories and noted that it includes officers who have left the Council or are no longer 
serving in the roles assigned to them on the list.  

12. Four of the sample of twenty payments made to creditors were from the Council’s case management system. Testing confirmed that the 
order value matched with the net amount on the invoice and was in line with the agreed contract. One stream payment was selec ted to 
additionally check that payment for a sample of two clients agreed to the approved service agreements. This testing identified issues 

relating to the accuracy and completeness of information held on the case management system for one service user and has been 
referred to the Head of Service Placements and Brokerage to liaise with care management, to review and resolve. Internal Audit will be 

reporting separately to management on this issue and the remedial action to be taken as appropriate. 

13. One out of five of the suppliers set up forms from our sample had not been completed correctly by the supplier. We noted that the supplier 
was based outside UK, but the details of the bank account to which the supplier had requested payment was a personal bank account 

based in the UK. We are looking into this and related matters concerning this supplier. When our enquiries are complete a separate report 
will be issued about this. 

14. The recommendations made in the previous audit report were also followed up as part of this review. There was one priority 1 
recommendation which had been implemented following publication of the previous report. There were seven other priority 2 and priority 3 
recommendations made. The follow up findings and implementation status of these is detailed in the table at Appendix B below. Where 
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they have not been implemented, we have either re-recommended them or will revisit them as part of our audit advice on controls which 

should be included in the new version of the finance system.  

15. The Council’s Exchequer contractor introduced ‘temporary arrangements to working processes’ in response to the pandemic and these 

covered the areas of setting up and amending suppliers’ accounts, invoice processing and checking. These should now be reviewed with 
Exchequer Services, revised and agreed and then incorporated into existing procedures. A recommendation to this effect has been raised 
as part of our follow up findings.   

 

DETAILED FINDINGS / MANAGEMENT ACTION PLAN 

 

16. The findings of this report, together with an assessment of the risk associated with any control weaknesses identified, are d etailed in 
Appendix A.  Any recommendations to management are raised and prioritised, together with management’s responses and time scales for 

implementation. Appendix B details the follow up on the recommendations made in year 2018/19 audit report. Appendix C details the 
definition of the audit assurance and priority ratings. 
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APPENDIX A 

1. Payments made to creditors 

Finding 

We wanted to verify if the payments made to creditors were timely, after the goods and services had been received and in line with the agreed 
contract, where applicable. From a download of payments made to creditors between the period of April 2020 to March 2021, we selected a 

random sample of 20 payments and checked if: 
 

(i) the VAT had been claimed correctly, where applicable 
(ii) the order date preceded the invoice date, to identify if any orders were raised retrospective to the invoices received for payment. 
(iii) the order value matched with the net amount on the invoice and in line with the agreed contract 

(iv) the payments were made within a month of receiving the invoice 
(v) the payments were made after the services/goods were received 

(vi) payments over £500 were published on Council’s website. 
 

From our testing, we noted that for a payment of £115,627.58, the authoriser was unable to confirm that the amount paid was due because the 

signed copy of the contract could not be located. 
 

Section 8.2.5 of Financial Regulations refers to the checks required before making payments as ‘Certifying Officers are respo nsible for ensuring 
that adequate checks are performed and evidenced prior to the payment of an invoice to satisfy themselves that the payment is accurate and due 
to be paid.’  

 

Risk 

 

Where the invoice amount cannot be verified with the agreed contract, payment may be made for an incorrect amount. 
 

Recommendation 

 

The Assistant Director Exchequer Services should ensure that authorising managers are reminded of their obligations 

under Financial Regulations in relation to the checking and authorisation of invoices. 

 

Rating 

Priority 2  
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APPENDIX A 

Management Response and Accountable Manager 

 

A reminder will be issued to all managers of their obligations under Financial Regulations in relation to the checking and 

authorisation of invoices. 

 

Assistant Director Exchequer Services 

 

Agreed timescale 

  

30/09/21 

 
 

2. Controls for setting up and amendment of suppliers’ details on the Council’s finance system 

Finding 

We selected a sample of suppliers who had been set up on the Council’s finance system or had had their details amended within the previous 
twelve months. We obtained the supporting documentation for these additions or amendments and confirmed that the procedures for making 

them had been complied with and that the necessary authorisation and checks had been carried out. We found that the VAT section of one of the 
supplier set up forms in our sample had not been completed by the supplier, confirming the company number and whether or not it was VAT 
registered. We established subsequently that the services it provided were exempt from VAT.  

 
One of our sample of completed supplier set up forms was for a supplier based outside UK. It had been completed with a VAT number registered 

in that country, but the details of the bank account to which the supplier had requested payment was the supplier’s personal bank account based 
in the UK. The form had been authorised at Director level. This may have tax implications for the Council and we are also looking into the 
procurement, expenditure and IR35 arrangements relating to this matter. A separate report is being prepared.        

  

Risk 

 

The Council is exposed to number of risks, including those of inappropriate suppliers being set up and mandate fraud. 
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APPENDIX A 

Recommendation 

 
Management should ensure that all sections of the supplier set up form have been completed correctly and the taxable 

supply status is established before a supplier is set up on the Council’s finance system.   
 

Rating 

 

 

Management Response and Accountable Manager 

Agreed 

 

The Operations Manager of the Council’s Exchequer Contractor 

Agreed timescale 

 30/09/21 

 

 
 
 

Priority 2  
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No 

 
Original recommendation 

and priority rating 

 

 
Follow up finding   

 

 
Further recommendation 

 

Management response with 
agreed time scale 

APPENDIX B 

1 

 
 
 

Supplier set up procedures 
 

Management should: 

(i) critically review the supplier set 
up process and 

(ii) in the interim, and as a matter 
of urgency, put processes in place 
to conduct robust bank mandate 
checks.  

 

 

 

Implemented 

 

We noted that the supplier set up 
process was reviewed, and 
recommended changes were 
implemented at the time of the 
release of last year’s audit report.  

We also noted that due to 
pandemic, some changes to the 
supplier set up and amendment 
process have been agreed 
between the Exchequer Client 
Unit and the Council’s Exchequer 
contractor. 

 

The ‘temporary arrangements to 
working processes’ introduced by 
the Council’s Exchequer 
contractor in response to the 
pandemic, and which cover the 
set up and amendment to 
suppliers’ accounts, invoice 
processing and checking, should 
now be reviewed with Exchequer 
Services, revised and agreed and 
then incorporated into existing 
procedures.  

 

A meeting has been arranged for 21st 
September 2021 between the Council’s 
Exchequer contractor and the Assistant 
Director Exchequer Services to review 
the temporary arrangements. 

2 Retrospective Orders 
 

A retrospective Purchase Orders 
report should be run on a regular 
basis by a designated officer in 
Finance Directorate. The results 
should be provided to Directors, 

Not implemented 

 

When this was discussed with the 
Contract and Operations 
Manager (Exchequer), he 
confirmed that there have been 

No further recommendation made 
here but the existing 
recommendation will stay open 
until implementation of the finance 
system in April 2022. It is being 
revisited as part of our audit 
advice on controls which 

Not applicable 

 

 

 

 

Priority 2 

Priority 1 
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No 

 
Original recommendation 

and priority rating 

 

 
Follow up finding   

 

 
Further recommendation 

 

Management response with 
agreed time scale 

APPENDIX B 

who should enquire from the 
relevant officer as to why an order 
was raised retrospectively. 

 

issues with the accuracy of the 
report, which has delayed this. 
Covid-19 has contributed to this 
delay as he was relying on the 
support from the Financial 
Systems Team to get this 
resolved. The new finance 
system will not rely on that 
finance tool and he will ensure 
that this is included as a 
requirement of the new system. 

 

management should put in place 
in the new system. 

 

3 Remittance advice 
 

Management should ensure that: 

(i) The remittance advice for 
payments processed via the case 
management system is amended 
to not detail personal information, 
(i.e. include a reference number 
instead of a client’s name) and 

(ii) a more secure method of 
communicating the remittance 

Recommendation superseded. 

 

Please refer to the Contract and 
Operations manager’s comments 
below. 

 

The Contract and Operations 
Manager (Exchequer) confirmed 
that they have been unable to 
achieve a satisfactory resolution 
as the system provider could not 

Partly implemented 

 

Management should examine the 
financial processes of the new 
Care Finance System and 
evidence that it will not allow 
Remittance Advices containing 
personal information to be sent to 
providers. 

The remittance advices to be issued 
from the system will be reviewed to 
ensure they do not contain personal 
information. 

 

The Contract and Operations Manager 
(Exchequer) 

 

31/10/21 

Priority 2 

Priority 2 
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No 

 
Original recommendation 

and priority rating 

 

 
Follow up finding   

 

 
Further recommendation 

 

Management response with 
agreed time scale 

APPENDIX B 

advice between the Council and 
the provider is put in place.  

 

amend the report. However, 
during the pandemic they have 
not been able to send out 
remittance advices as this is a 
manual process requiring staff 
presence in the office. The new 
Care Finance System will allow 
providers to access details via a 
portal so Remittance Advices will 
no longer be sent. This is still to 
be evidenced, but verbal 
assurance has been given. 

 

4 Management should ensure that 
‘Corporate Authorised Signatories’ 
forms should not be processed 
unless fully completed.  

 

Not implemented 

We obtained an up-to-date list of 
authorised signatories from the 
Council’s Exchequer contractor. 
We noted that it includes officers 
who have left the Council or are 
no longer serving in the roles 
assigned to them on the list.   

Whilst we acknowledge that the 
majority of orders and payments 

The current authorised signatory 
list needs to be updated to identify 
and remove those individuals who 
have left or have changed roles. 
The Assistant Director Exchequer 
Services should make 
arrangements for this to be 
implemented. 

  

Management should then review 
the process for updating the list of 

Agreed.   

 

The current authorised signatory list 
will be reviewed and updated to 
remove those individuals who have left 
or have changed roles and will be kept 
updated with information received from 
HR. 

 

Priority 2 

Priority 2 
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No 

 
Original recommendation 

and priority rating 

 

 
Follow up finding   

 

 
Further recommendation 

 

Management response with 
agreed time scale 

APPENDIX B 

made by the Council are 
generated through the 
iProcurement system. There is, 
nevertheless, a need to ensure 
that for non-iProc orders and 
transactions the information held 
on the authorised signatories list 
is accurate and complete.    

authorised signatories maintained 
by the Council’s Exchequer 
contractor. This will require liaison 
with HR and the Head of Financial 
Systems (for iProc authorisations). 

 

The Contract and Operations Manager 
(Exchequer)/ The Council’s Exchequer 
Contractor’s Operations Manager 

 

30/11/21 

 

Going forward we will look to see if this 
can be managed in the new finance 
system through workflow as there is a 
need to move away from physical 
signatures with Council employees 
now working remotely. 

 

Assistant Director Exchequer 
Services/The Contract and Operations 
Manager (Exchequer) 

 

01/04/22 

 

5 Access to Council’s financial 
system/ iProc 
 

Not implemented 

 

See recommendation 4 above. See management response for 
recommendation 4 above. 

Priority 2 
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No 

 
Original recommendation 

and priority rating 

 

 
Follow up finding   

 

 
Further recommendation 

 

Management response with 
agreed time scale 

APPENDIX B 

Management should ensure that: 

(i) new iProc users or changes to 
iProc user accounts should only be 
set up and processed if in 
accordance with the Council’s 
authorised signatory list and 

(ii) the iProc accounts of staff who 
have left should be properly 
disabled. 

 
  

In response to following up this 
recommendation, the Head of 
Financial systems has confirmed 
that “the new iProc approver 
users are checked against the 
authorised signatory list.  Where 
they are missing, they send the 
form to them to complete and ask 
them to forward to the Supplier 
Management Team.  

HR now sends them a monthly 
leavers report which they check 
and end the users.” 

 

Although, we did not check if the 
new iProc users or changes to 
iProc user accounts were set up 
and processed in accordance 
with the Council’s authorised 
signatory list and if the iProc 
accounts of staff who have left 
were disabled, we noticed that 
the most up to date authorised 
signatory list sent to us by the 

 
Priority 2 

Priority 2 
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No 

 
Original recommendation 

and priority rating 

 

 
Follow up finding   

 

 
Further recommendation 

 

Management response with 
agreed time scale 

APPENDIX B 

Council’s Exchequer contractor 
included officers who have left the 
Council or have changed their 
roles. 

6 Use of AP1 payment forms 
 

The use of AP1 payment forms to 
process transactions that do not 
meet the criteria specified in 
Paragraph 6.7 (1), (ii) and (iii) of 
the Financial Regulations and 
Procedures should be critically 
reviewed. 

A list of exceptions as agreed by 
the Director of Finance should be 
made available to the Council’s 
Exchequer contractor staff to 
enable them to manage the use of 
AP1’s. 

 

 
 

 

Not implemented  

 

The Assistant Director Exchequer 
Services has informed us that it 
will be implemented by 30/09/21. 

 This recommendation will be 
implemented by 30/09/21. 

 

 

Assistant Director Exchequer Services  

 

 

Priority 2 
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No 

 
Original recommendation 

and priority rating 

 

 
Follow up finding   

 

 
Further recommendation 

 

Management response with 
agreed time scale 

APPENDIX B 

7 iProc guidance and training 
 

Management should review the 
general guidance and training 
available to staff on the use of 
iProc, to help ensure that staff 
comply with expected controls and 
achieve desired objectives. 

Partly implemented 

 

The Head of Financial systems 
confirmed to us that the iProc 
procedure notes are on our public 
SharePoint site. 

 

Upon checking the SharePoint, 
we noted that iProc procedure 
notes (i.e. procedure for raising, 
receipting, cancelling an order), 
and relevant forms were available 
on the Financial Systems – Public 
page. However, a user guide and 
links to other relevant guidance, 
(for example HMRC self-
employed and IR35 rules or the 
Council’s tender and quote 
requirements) were not seen. 

 

No further recommendation made 
here but the existing 
recommendation will stay open 
until implementation of the new 
finance system in April 2022. 
Training and guidance for users is 
being revisited as part of our audit 
advice on controls which 
management should put in place 
in the new system. 

 

 

Priority 3 
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No 

 
Original recommendation 

and priority rating 

 

 
Follow up finding   

 

 
Further recommendation 

 

Management response with 
agreed time scale 

APPENDIX B 

 

 

8 Vacation rules 
 

Management should confirm 
whether vacation rules are enabled 
or not and controls should be put in 
place to ensure that authorised 
signatory delegated limits are not 
by-passed. 

 

Not implemented 

 

The Head of Financial Systems 
confirmed to us that Vacation 
rules do not work on the current 
set up. It will be reviewed as part 
of the implementation of new 
finance system. 

No further recommendation made 
here but the existing 
recommendation will stay open 
until implementation of the new 
finance system in April 2022. 
Vacation rules will be revisited as 
part of our audit advice on 
controls which management 
should put in place in the new 
system. 

 

 

 

Priority 3 
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APPENDIX C 

Assurance Level 
 

Assurance 

Level 

 

                                                                         Definition 

Substantial    

Assurance 

There is a sound system of control in place to achieve the service or system objectives. Risks are being 
managed effectively and any issues identified are minor in nature. 

 
Reasonable 

Assurance 

There is generally a sound system of control in place but there are weaknesses which put some of the service 

or system objectives at risk. Management attention is required.  
 

Limited 

Assurance 

There are significant control weaknesses which put the service or system objectives at risk. If unresolved these 
may result in error, abuse, loss or reputational damage and therefore require urgent management attention. 
 

No 

Assurance 

There are major weaknesses in the control environment. The service or system is exposed to the risk of 
significant error, abuse, loss or reputational damage. Immediate action must be taken by management to 
resolve the issues identified.  

   
 

 
Recommendation ratings 

 
 

Risk rating 

 
 

 
                                                                Definition 

 
 

 A high priority finding which indicates a fundamental weakness or failure in control which could lead to service or 
system objectives not being achieved. The Council is exposed to significant risk and management should 
address the recommendation urgently.  

 

 

 

 

 

 

 A medium priority finding which indicates a weakness in control that could lead to service or system objectives 
not being achieved. Timely management action is required to address the recommendation and mitigate the risk.  

   A low priority finding which has identified that the efficiency or effectiveness of the control environment could be 
improved. Management action is suggested to enhance existing controls. 
 
 
 
 
 

Priority 1 

Priority 2  

Priority 3 


