
           Agenda Item 9 c 
 
To:  Joint Audit Committee 
 
Date:  18 September 2013 
 
By:  Director of Finance 
 
Title:  Update on Internal Audit 2013 – Accounts Payable and   
  Accounts Receivable  
 
 
 
Purpose of Report: The purpose of this report is to update the Committee on the 
status of the Accounts Payable (AP) and Accounts Receivable (AR) internal audit 
actions, to advise how the actions eliminate or mitigate the risks set out in the audit 
reports, and highlight the methodology, dependencies and next steps. 
 
 
 
Recommendations  
 
Members of the Committee are asked to note the report. 
 
 
 
 
Audit Issue Resolution Approach 
 
1.1 In July 2013, the Director of Finance tasked SSTT with managing the 

resolution of the outstanding AP and AR internal audit issues identified in the 
February 2013 internal audit reports. The AP and AR workstreams fall mainly 
within the remit of Finance Operations in Shared Business Services (SBS), with 
Financial Accounts being responsible for the receipts and payments 
processing. The Finance Operations Manager had made progress in mitigating 
some of the risks by defining and recruiting to three specific roles: ‘Credit 
Controller’ (AR), ‘Audit and Reporting’ (AP & AR) and ‘Masterdata’ (AP and 
AR). However, at July 2013 there were still a significant number of audit 
issues outstanding. 

 
1.2 SSTT completed a comprehensive review of each audit issue by drilling down 

to its root cause. This enabled a robust plan of action points to be set out, with 
the aim of meeting the requirements for AP and AR control assurance. The 
actions were set out to ensure that the appropriate remedial action was taken 
in the short term and a comprehensive ‘best practice’ solution was embedded 
for the future.  

 
1.3 Weekly audit meetings were scheduled with Finance Operations management 

to assess the status of the work completed, validate completion and agree 
targeted actions for the week ahead. Live ‘audit action tracking’ spreadsheets 
were updated and circulated to the Directors every two weeks. On a daily 
basis, SSTT managed the Finance Operations team to ensure implementation 
of the agreed actions.  

 
1.4 SSTT reviewed IT system dependencies with the MI and IT SAP teams. 

Stakeholders across the organisation were communicated with to gain 



feedback on issues, impacts of change and assessment of best practice. 
Meetings were held with Finance to evaluate controls and gain authorisation 
for control changes, to change processes which spanned both Finance and SBS 
responsibilities and to gain compliance approval.  

 
1.5 Control changes have been approved by the Head of Finance and Financial 

Accountant.  
 
1.6 SSTT and the Finance Operations Manager have reviewed the audit action plan 

with the Internal Auditor, who confirmed that the actions were in-line with 
their recommendations and sufficient, when complete, to close all of the audit 
issues.  

 
1.7 To provide assurance that this situation does not reoccur, a process of 
 monthly audit sign-off and control checks has been established within Finance 
 Operations. This will be further supported by quarterly spot checks from 
 outside the Finance Operations team. The information will be made available 
 for future audit reviews (draft process attached). 
 
Financial Operations Impact 
 
2.1 Finance Operations was established in 2011 and continues to evolve, expand 
 its scope and embed into the organisation. Many of the issues identified in the 
 audit report were legacies relating to  periods prior to the SBS formation, in 
 terms of processes and aged transactions. The internal auditor, Suzanne 
 Colbert, was keen to state that the controls within Finance Operations had not 
 been seen to decline since its formation, but the lack of improvement  over an 
 increased time period effectively lead to the ‘limited  assurance’ findings.  
 
2.2 SSTT will continue to manage the audit points to ensure they are 
 satisfactorily closed and tested.  
 
2.3 The internal auditor, Suzanne Colbert, has accepted our request to for 11 
 September 2013 to test that the audit points have been  effectively 
 implemented. 
 
2.4 The positive impacts of the internal audit review can be seen to reflect a more 

structured, transparent and controlled operational environment. Finance 
Operations management and staff have worked together to embrace the 
changes that have been enforced as part of this review. Ongoing resource 
management, training and ‘work instruction’ documentation has allowed for 
resilience within the teams to cover roles and adapt to changing organisational 
demand levels. It is accepted that there are still some weaknesses in the 
systems and processes, although they do not specifically form part of the 
internal audit control review. Further improvement opportunities form part of 
the ongoing continuous review facilitated by SSTT. 

 
 
 
 
 



Accounts Payable - Headline Findings - Identified Issues: 
 

Control Objective Headline Findings Assurance Audit 
Reference Status * 

Vendors set up are authorised 
and the risk of duplication 
minimised. 

Two departments could set up new vendors. 

Limited 
Assurance 

6.1.10/ 6.1.11 Outstanding IT requests - SAP vendor 
masterdata access restriction. 

New vendor accounts not fully checked. 6.1.10/ 6.1.11 

Currently using multiple reports. 
Outstanding IT requests - full 
masterdata report for vendor checks 
and account cleansing. 

Evidence provided for new vendors not 
complete. 6.1.7/ 6.1.8 Completed 

No KPIs produced. 6.1.4/ 6.1.5 Completed 

Cheque requests are raised for 
goods and services in 
accordance with financial 
regulations. 

Majority of cheque request forms submitted did 
not contain details of work received or 
authorisation. 

Limited 
Assurance 

6.2.5/ 6.2.6 
In progress SBS to issue 
communication, guidance & templates 
for Doctors & Interpreters forms. 

Too many one-time vendors paid by cheque. 6.2.8/ 6.2.9 

Outstanding IT requests - activate 
BACS process for 'one time vendors'. 
SBS to create BACS as default, capture 
& review statistics. 

Credit entries have a proper 
audit trail. 

Lack of training meant only one member of staff 
could process credit notes. 

Limited 
Assurance 6.4.3/ 6.4.4 Completed 

Invoice reversals were being made without being 
checked. 
No report showing credits raised were being 
reviewed. 
Vendor accounts with credit balances were not 
being reviewed. 

Controls exist to minimise 
duplicate payments. Duplicate payment report not run.  Limited 

Assurance 6.6.2/ 6.6.3 Completed 

Cheque and BACS payments 
are checked to SAP to ensure 
value and volume of transactions 
correct. 

The exception report produced by the payment 
proposal is not given to Accounts Payable to 
inform them of the invoices not making the 
payment run.  

Satisfactory 
Assurance 
(on overall 

point, 
specific issue 

as stated) 

6.8.2/ 6.8.3 
Financial Accounts transfer of payment 
proposal to SBS in progress - agreed 
date of transfer 30/09/2013.   

 
* All revised work instructions/ procedures still outstanding - target date for completion 30/09/2013 



Accounts Receivable - Headline Findings - Identified Issues: 
 

Control Objective Headline Findings Assurance Audit Reference Status * 

All write offs and adjustments/ 
cancellations to accounts are 
properly authorised and actioned 

Bad debt write offs, rounding balances and 
approved tolerances require processing. 

Satisfactory 
Assurance (on 
overall point, 
specific issue 

as stated) 

6.3.6 2012  
Brought Forward
(Nov 2011 Audit) 

Outstanding SBS action - write off the 
authorised roundings/ small balances. 

All income due to Sussex Police 
is identified and invoices 
receivable are raised and 
processed promptly and 
accurately. 

No KPIs produced to ensure invoices are raised 
and processed promptly and accurately. 

Limited 
Assurance 

6.1.3/ 6.1.4 Completed 

10% of invoices raised in a sample of 30 were 
raised more than a month after the email was 
received in Finance Operations. 

6.1.3/ 6.1.4 Completed 

There are multiple accounts set up for the same 
debtor in a number of cases. 6.1.6/ 6.1.7 

Current manual process in place. 
Outstanding IT requests - masterdata 
report for customer checks and 
account cleansing. 

Not all credit notes raised are authorised. 

N/A  
Linked to Credit 

Control 
gatekeeping/ 

training 

Completed  

All receipts of billed income are 
posted to debtors accounts 
promptly and accurately. 

Out of a sample of 30 Accounts Receivable 
invoices 4 were still outstanding after 30 days. 

Limited 
Assurance 

6.2.2/ 6.2.3 Completed 

No audit trail from invoice request back to email 
authorisation. 6.1.9/ 6.1.10 Completed 

The authority will collect all debt 
legitimately due to it in a prompt 
and timely manner. 

No aged debtors report reviewed. 

Limited 
Assurance 

6.4.11/ 6.4.12 Completed 

No one supervising the debt recovery process, 
including chasing debts. 

6.2.2/ 6.2.3 
6.4.5/ 6.4.6 

Completed 
Manual process in place. Outstanding 
IT requests - switch on automated 
Dunning process. 

No process in place to identify write offs. 6.4.8/ 6.4.9 Completed 

No review of credit balances. 6.4.11/ 6.4.12 Completed 

 
* All revised work instructions/ procedures still outstanding - target date for completion 30/09/2013



 


