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Appendix 1: Terms of Reference

Oxford City Council
Terms of Reference — Creditors

To: Pete Johnson, Revenues Manager

From: Katherine Bennett, Audit Manager

This review is being undertaken as part of the 2011/12 internal audit plan approved by the Audit and Governance
Committee.

Background

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 2010/11 was £22,246k.

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.

Scope

We will review the design and operating effectiveness of key controls relied on by the Audit Commission 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

Orders Purchase orders are authorised within delegated
financial limits

Goods receipts checks Goods and services received are checked to ensure

that prices and quantities agree to what is quoted on
purchase order forms and that the quality of the
goods/service meets the Council's expectations

Invoice receipt and processing Invoices received are matched against purchase
orders and goods received notes to agree that all
goods have been received and that differences
are investigated on a timely basis

Invoices, once matched to purchase order and
goods received notes, are authorised for
payment at an appropriate level

Changes to standing data Changes to the creditor payment standing data
are authorised

All changes to standing and permanent data are
reported by the system

Exception reporting Monitoring reports are produced on a regular
basis and are subject to evidenced review and
action by management

Reconciliation of creditor payment Reconciliations are performed regularly
between the information held on the payment
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system to the general ledger

system and the general ledger

Segregation of duties

Adequate segregation of duties is in place

System access

Access to the creditor payment system
processing and programme is restricted to
appropriate personnel

Follow up of prior year issues

Agreed action plans regarding prior year issues
have been implemented

Limitations of Scope

The scope of our work will be limited to those areas outlined above. This review will not cover the Council’s

procurement process.

Audit Approach

Our audit approach is as follows:

e  Obtain an understanding of creditors through discussions with key personnel, review of systems documentation

and walkthrough tests

o  Identify the key risks relating to creditors

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

Richard Bacon Engagement Leader
Chris Dickens Chief Internal Auditor
Katherine Bennett Audit Manager

Charlotte Bilsland Team Manager

Lucy Fenton Team Member

Key contacts — Oxford City Council

Name Title Role Responsibilities
Pete Johnson Revenues Manager Audit Sponsor Review and approve terms of
Denise Sheppard Payments Team Audit Contact 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
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Other Roles and Responsibilities — Oxford City Council

Name Title Responsibilities
Nigel Kennedy Head of Finance Receive draft and final
reports

Jackie Yates Corporate Director (Finance and Receive final report
Efficiency)

Peter Sloman Chief Executive

Timetable

Fieldwork start 31/10/2011

Fieldwork completed 11/11/2011

Clearance Meeting 28/11/2011 (TBC)

Draft report to client 05/12/2011 (TBC)

Response from client 12/12/2011 (TBC)

Final report to client 19/12/2011 (TBC)

Agreed timescales are subject to the following assumptions:

¢ 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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