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Appendix 2: Terms of References

Oxford City Council

Terms of reference —
Creditors/Debtors/General Ledger/Payroll

To: Andrew Woodward, Interim Revenues Manager
Pete Johnson, Revenues Manager
Anna Winship, Financial Accounting Manager
Sean Hoskin, Systems and Reward Manager
From: Charlotte Bilsland, Audit Manager

This review is being undertaken as part of the 2012/13 internal audit plan approved by the Audit and Governance
Committee.

Background
Creditors

Oxford City Council has a centralised creditors function which is overseen by a dedicated Revenues Manager.
Creditor orders and payments are processed on the Council’s general ledger system (Agresso). The total value of
short term creditors in 2011/12 was £17,211k.

This review seeks to understand and evaluate key controls surrounding the creditors process with the objective of
ensuring that creditors are processed on a timely and accurate basis and in accordance with government guidelines.
The review will also follow up prior year findings to ensure that agreed action plans have been implemented.

Debtors

Oxford City Council’s debtors function was centralised during 2011/12 and is overseen by Revenues Manager
located within Finance. Invoices are processed on the Council’s general ledger system (Agresso). The total value of
long term and short term debtors in 2011/12 were £23,368k and £14,831k respectively. The majority of the short
term debtors balance relates to income owed from other entities and individuals (53%). The remaining balance is
attributable to other local authorities (23%) and central government bodies (24%).

This review seeks to understand and evaluate key controls surrounding the debtors process. The review will also
follow up prior year findings to ensure that agreed action plans have been implemented.

General Ledger

The Authority operates their General Ledger using the Agresso system. This system is supported by a number of
feeder systems which are regularly interfaced. The system is operated and monitored by the Finance Team which is
responsible for statutory duties such as the preparation, monitoring and reporting of revenue and capital budgets;
the closedown of the accounts each financial year; the publication of the financial statements and the completion of
statutory returns and claims. A system administrator is in place for the system who is charged with monitoring
access as well as the operating effectiveness of the system.

Payroll

Oxford City Council has an internal payroll team which administers payroll through use of the Midlands i-Trent
system. Per the Council’s 2012/13 Budget Book, general fund service expenditure for total staffing costs (including
NI and pension) are £44,351,455.

This review seeks to understand and evaluate key controls surrounding the payroll process with the objective of
ensuring that payments are made to bona fide employees of the Council in accordance with contractual
arrangements and that all amounts are accurately reflected in the accounts of the Council. The review will also
follow up prior vear findings to ensure that agreed action nlans have been implemented.
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Scope

We will review the design and operating effectiveness of key controls relied on by External Audit relating to
creditors and follow up issues noted during the prior year. The sub-processes and related control objectives

included in this review are:

Sub Process

Control Objectives

Creditors

Purchase order authorisation

e The Council does not make or commit to make

payments for goods or services which have not been
approved by an appropriate officer.

Invoicing process

e Invoices are matched to purchase orders and authorised

by an appropriate officer prior to payment.

Goods receipts checks

e Evidence of receipt of goods is obtained prior to

payment.

Reconciliations (Control accounts)

e All transactions are recorded on the financial systems

completely and accurately. Reconciling items are
resolved on a timely basis.

Follow up of prior year issues

e Agreed action plans regarding prior year issues have

been implemented.

Debtors

Authorisation of sales invoices

e Only authorised debts are raised.

Reconciliations

e All transactions are recorded on financial systems

completely and accurately.

e Reconciling items are resolved on a timely basis.

Separation of duties

e Adequate separation of duties is in place for the

authorisation of orders, invoices and receipts.

Follow up of prior year issues

e Agreed action plans regarding prior year issues have

been implemented.

General Ledger

Journals

e Journals are input to the ledger in a complete, accurate

and timely fashion following appropriate authorisation.

Feeder systems and control account
reconciliations

e Information is interfaced on a timely basis from

supporting systems and checks are performed to ensure
the completeness of this process.

General Ledger access

e The system is protected against unauthorised access/

processing and is secure against loss or damage of data.

Suspense Accounts

e Suspense accounts are cleared regularly.

Opening Balances

e Opening balances are brought forward accurately and

completely.

Follow up of prior year issues

e Agreed action plans regarding prior year issues have

been implemented.

Payroll

Management Information

e Exception reports are completed to highlight issues

occurring in the payroll process.

e Information on the performance of the payroll function

is reported to those charged with governance.

Reconciliation to the general ledger

e Information transferred from the payroll system to the

main accounting system is complete and accurate.

Expenses

e Expenses claims are supported by relevant

documentation and approved in line with Council
procedures.

Follow up of prior year issues

e Agreed action plans regarding prior year issues have

been implemented.
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Limitations of scope

Creditors

The scope of our work will be limited to those areas outlined above. We will not examine the infrastructure of the
creditors system as part of this work. Only those key controls identified by External will be tested for operating
effectiveness. This review will not cover the Council’s procurement processes.

Debtors

The scope of our work will be limited to those areas outlined above. We will not examine the infrastructure of the
debtors system as part of this work. Only those key controls identified by External Audit will be tested for operating
effectiveness.

General Ledger

The scope of our work will be limited to those areas outlined above. This review will not consider the IT
infrastructure of the General Ledger system, nor will consideration be made of the supporting systems interfaced
into Agresso.

Payroll

The scope of our work will be limited to those areas outlined above. We will not consider the infrastructure of the
payroll IT system as part of this review over and above appropriate access. This review will not consider the
appropriateness of Human Resources policies and procedures.

Audit approach

Our audit approach is as follows:

e  Obtain an understanding of creditors, debtors, general ledger and payroll through discussions with key
personnel, review of systems documentation and walkthrough tests;

e  Identify the key risks relating to creditors, debtors, general ledger and payroll;
e  Evaluate the design of the controls in place to address the key risks;

e  Test the operating effectiveness of the key controls.

Internal audit team

Name Role Review

Richard Bacon Engagement Leader Creditors/Debtors/General Ledger/Payroll
Chris Dickens Chief Internal Auditor Creditors/Debtors/General Ledger/Payroll
Charlotte Bilsland Audit Manager Creditors/Debtors/General Ledger/Payroll
Mohammad Malik Team Member Creditors/Debtors

Anjm Shahbaz Team Member General Ledger/Payroll
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Key contacts — Oxford City Council

Creditors /Debtors

Name

Title

Role

Responsibilities

Andrew Woodward

Interim Revenues Manager

Audit Sponsor*

Review and approve terms of
reference

Review draft report

Review final report

Hold initial scoping meeting
Review and meet to discuss
issues arising and develop

management responses and
action plan

General Ledger

Name

Title

Role

Responsibilities

Anna Winship

Financial Accounting
Manager

Audit Sponsor*

Review and approve terms of
reference

Review draft report

Review final report

Hold initial scoping meeting
Review and meet to discuss
issues arising and develop

management responses and
action plan

Payroll

Name

Title

Role

Responsibilities

Simon Howick
Sean Hoskin
Anna Winship

Head of People and Equalities

Systems and Reward
Manager

Financial Accounting
Manager

Audit Sponsor*
Audit Contact
Audit Contact

Review and approve terms of
reference

Review draft report

Review final report

Hold initial scoping meeting
Review and meet to discuss
issues arising and develop

management responses and
action plan

* The audit sponsor should respond by email to the audit manager to confirm agreement with these Terms of
Reference. By agreeing to the document, the responsible manager is confirming the following:

e  Appropriateness of scope and any limitation;
e  All relevant documentation, including source data, reports and procedures, will be made available to us

promptly on request;

Staff and management will make reasonable time available for interviews and will respond promptly to follow-
up questions or requests for documentation; and
e  Agreement with the timetable of reporting within the document and the audit reporting protocol within the

Annual Audit plan.
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Other Roles and Responsibilities — Oxford City Council

Name Title Responsibilities

Nigel Kennedy Head of Finance Receive agreed terms of reference
Pete Johnson Revenues Manager Receive draft and final reports
Jackie Yates Executive Director — Organisational Receive final report

Development and Corporate Services

Peter Sloman Chief Executive Receive final report
Timetable

Fieldwork start 12/11/2012

Fieldwork completed 16/11/2012

Clearance Meeting
Draft report to client
Response from client

Final report to client

w/c19/11/2012
w/c 03/12/2012

w/c10/12/12012

w/c17/12/2012

Agreed timescales are subject to the following assumptions:

o All relevant documentation, including source data, reports and procedures, will be made available to us promptly

on request;

e Staff and management will make reasonable time available for interviews and will respond promptly to follow-up
questions or requests for documentation.
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