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Executive Summary

Introduction

2.1 Croydon Council use the integrated accounting One Oracle system. The Corporate
Finance Team in the Finance Division is responsible for the reconciliation of the
accounts receivable and payable control accounts, and the production of final accounts.
The Oracle Support Team in ICT Services (managed by the London Borough of
Lambeth) is responsible for setting up new account codes, controlling and reconciling
interfaces between feeder systems and Oracle, and clearing general ledger suspense
accounts.

2.2 This audit is part of the agreed Internal Audit Plan for 2016-17. The corporate risk
register and discussions with directors highlighted risks which have informed the scope
of the internal audit.

< F Key Issues

Priority 2 Recommendations

Examination of the control accounts checklist identified that several control accounts
were not up-to-date. (Rec 1).

The 2015/16 year end close down timetable was not properly completed and
explanations for some delays in meeting targets were not provided. (Rec. 2).

Examination of a sample of 10 virements identified an instance where the virement
total did not agree to the individual virements and another instance where approval for
the virement could not be located. (Rec 3).

The priority three recommendations are detailed under item 4.
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1.1
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1.3

1.4

2.1

2.2

3.1

TERMS OF REFERENCE
MAIN ACCOUNTING
INTRODUCTION

Six London borough councils selected Capgemini to implement, host and manage a new
shared instance of Oracle’s enterprise resource planning (ERP) software. The
implementation was based on Capgemini's t-Gov "delivery portfolio”, a set of
standardised, Oracle-based software and business process components designed for use
in local government. The six boroughs — Lambeth, Lewisham, Barking & Dagenham,
Brent, Croydon and Havering — already use Oracle's ERP software, and upgraded to the
latest release in October 2014, R12, as part of the new deal. Foliowing the
implementation a second wave of boroughs will be able to use the shared instance,
known as 'One Oracle'.

The Corporate Finance Team in the Finance Division is responsible for the reconciliation
of the creditors and debtors control accounts, and the production of final accounts. The
Oracle Support Team in ICT Services is responsible for setting up new account codes,
controlling and reconciling interfaces between feeder systems and Oracle, and clearing
general ledger suspense accounts.

The corporate risk register and discussions with directors highlighted risks which have
informed the scope of the internal audit.

This audit is part of the Internal Audit Plan for 2016-17 as agreed by the General
Purposes and Audit Committee.

OBJECTIVES AND METHOD

The overall audit objective is to provide an objective independent opinion on the
adequacy and effectiveness of controls / processes.
The audit will for each area included in the scope:

* Document and evaluate the risks and controls for each process to consider the key
controls;

* Undertake sufficient testing of controls operating, on a representative sample basis;
and

¢ Reach a conclusion on the effectiveness of the controls operating and report on
findings.

SCOPE

The audit will included the following areas:

Recommendations Made

Control Areas/Risks Priority 2 :'Pﬁi'éi‘iﬁf?'-
(Medium) |  (Low)
Legislative, Organisational and 0 0 0
Management Requirements
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Analysis of Transactions 0 0 0
Completeness and Accuracy of Records 0 1 2
Journal Entries 0 0 1
Year-end Procedures 0 1 0
Budgetary Control 0 1 0
Risk Register 0 0 0
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DEFINITIONS FOR AUDIT OPINIONS AND RECOMENDATIONS

In order to assist management in using our reports:

We categorise our audit assurance opinion according to our overall assessment of the risk
management system, effectiveness of the controls in place and the level of compliance with
these controls and the action being taken to remedy significant findings or weaknesses.

. Full Assurance There is a sound system of control designed to achieve the
system objectives and the controls are constantly applied.

O While there is basically a sound system of control to

Substantial Assurance | achieve the system objectives, there are weaknesses in
the design or level of non-compliance of the controls
which may put this achievement at risk.

- There are significant weaknesses in key areas of system
ulle s el controls and non-compliance that puts achieving the
system objectives at risk,

Controls are non-existent or extremely weak, leaving the
. h T T system open to the high risk of error, abuse and
reputational damage.

Priorities assigned to recommendations are based on the following criteria:

Priority 2 Control weakness that still represent an exposure to risk and need to be
{Medium) addressed within a reasonable period.

10
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STATEMENT OF RESPONSIBILITY

We take responsibility for this report which is prepared on the basis of the limitations set out
below.

The matters raised in this report are only those which came to our attention during the course
of our work and are not necessarily a comprehensive statement of all the weaknesses that
exist or all improvements that might be made. Recommendations for improvements should be
assessed by you for their full impact before they are implementied. The performance of our
work is not and should not be taken as a substitute for management's responsibilities for the
application of sound management practices. We emphasise that the responsibility for a sound
system of internal controls and the prevention and detection of fraud and other irregularities
rests with management and work performed by us should not be relied upon to identify all
strengths and weaknesses in internal controls, nor relied upon to identify all circumstances of
fraud or irregularity. Even sound systems of internal control can only provide reasonable and
not absolute assurance and may not be proof against collusive fraud. Our procedures are
designed to focus on areas as identified by management as being of greatest risk and
significance and as such we rely on management to provide us full access to their accounting
records and transactions for the purposes of our work and to ensure the authenticity of such
material. Effective and timely implementation of our recommendations by management is
important for the maintenance of a reliable internal control system.

Mazars Public Sector Internal Audit Limited
London
January 2017

This document is confidentia! and prepared solely for your information. Therefore you should
not, without our prior written consent, refer to or use our name or this document for any other
purpose, disclose them or refer to them in any prospectus or other document, or make them
available or communicate them to any other party. No other party is entitled to rely on our
document for any purpose whatsoever and thus we accept no liability to any other party who is
shown or gains access to this document.

In this document references to Mazars are references to Mazars Public Sector Internal Audit
Limited.

Registered office: Tower Bridge House, St Katharine’s Way, London E1W 1DD, United
Kingdom. Registered in England and Wales No 4585162.

Mazars Public Sector internal Audit Limited is a subsidiary of Mazars LLP. Mazars LLP is the
UK firm of Mazars, an international advisory and accountancy group. Mazars LLP is registered
by the Institute of Chartered Accountants in England and Wales to carry out company audit
work.
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