INTERNAL AUDIT Audit Sub-Committee
Summary of Audit Reports

Appendix 1

Period: December — January Date: February 2011
Type: System and Probity
Reporting Criteria:  Material Systems and audits with high category risks

 Recommendation category: High

Introduction

Internal Audit undertakes a programme of work each year detailed in the annual audit
plan. This work ranges from comprehensive system reviews, audits and investigations
through to control advice and internal check responsibilities. Management is apprised of
the outcome of such work in reports, memorandum, e-mails and personal contact.
Recommendations are made and agreement is sought on the implementation of these, in
the form of management responses and/or action plan.

Recommendations are categorised high, medium or low. The categorisation criteria are
determined from a combination of the identified control weakness and the effect of not
implementing the recommendation. The reporting criteria details audits with high category
recommendations. South Derbyshire also includes details of those audits that are part of
the joint working arrangements with the External Auditor, known as material systems.
Format

There are three types of report namely:

A. Specific Audit Report Summary

Each audit, which meets the reporting criteria, is summarised on a standard form. The
auditor details the nature and type of audit and the following:

1. Introduction — this gives a background to the service, system or function that has
been audited

2. Scope of Audit — this states how the audit is underiaken and what has been
examined. '

3. Recommendations — this section details the high category recommendations.

4, Governance Statement Assessment — this part informs the annual audit assurance

statement (part of the Governance Statement evidence) on the level of control and
risk within the area being audited.
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INTERNAL AUDIT AUDIT REPORT

B. Follow-up summary

This report monitors the progress in implementing high category recommendations
“previously found on an initial summary report. It is essentially an update that allows the
Sub-Committee to see the progress being made on the implementation of each
recommendation. It follows.the same general layout as the previous report but includes a
brief progress statement until such time as the recommendations are fully implemented.

C. Detailed Reports requested by Members.
This requested report goes into greater detail than the previous two types of summaries
and applies to any audit summary report containing high-risk weaknesses where Members

request more information.

Summary Reports appended

Part A. Specific Audit Report Summaries

A.1 Creditors 2010/11

The above are material systems but do not contain any high category recommendations.

Category Definitions
Category — High

Necessary due to statutory obligation, legal requirement, council policy or involves major
risk of loss/damage fo Council assets, information or reputation. ‘

Immediate management action required — should be reported to the Audit Committee.
Category — Medium

This could cause limited loss of assets, information or adverse publicity. Necessary for
sound internal control and confidence in the system to exist.

Significant points are followed-up within the procedure (at the next audit for an annual
audit and 6 months for all others).

Category — Low

[P O S T - g H
Headto-minorinefficiencies.— — —

ey

———Cumrent procedure is not best practice-and coul

This is followed-up as for medium within the procedure
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Internal Audit

Audit Sub-Committee — Specific Audit Report Summary — A1

Type: System SUBJECT: Creditors Date: January 2011

Introduction

[n 2009/10 expenditure of £31.3 million (43,911 payments) was processed by
the Creditors section via cheque and BACS (Bankers’ Automated Clearing
System) operating the Agresso financial management system. A further
£124.5 million (39 payments) was processed via CHAPS (Clearing House
Automated Payments System); these payments generally related to the
Authority’s activity in the Money Market.

Scope and Coverage

The 2010/11 audit review was undertaken using the systems-based auditing
approach, identifying the system and controls, evaluating and testing in
relation to the system objectives.

All documentation has been updated as appropriate. Findings, conclusions
and recommendations have been discussed with Management prior to being
included in a formal report or memorandum.

This year's testing encompassed invoice administration, segregation of duties,
cheque despatch, Cash Book / Ledger reconciliation, payment by BACS and
CHAPS, compliance with the Authority's Purchasing Code of
Practice/Procurement guidance and security of the computer system The
audit covered the annual controls for 2009/10 and the key controls for
2010/11. A separate audit was undertaken on cheques and stock
reconciliation.

Recommendations

High/Significant risk recommendations - none

A number of recommendations were made, all of which were of low risk. All
have been agreed and Management is implementing them.

Governance Statement Assessment

The creditors function contains a well-established control framework of
traditional controls. The introduction of a purchase to pay system will
inevitably change both the control framework and the necessary
working practices. The implementation, later in the year, of the Agresso
5.53 version will result in a standardised system with clear audit trails.
However this new system will need to be evaluated in depth at the next
audit.
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