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From Secretary to the Committee 

The Auditors have reviewed the implementation of 

the changes to systems recommended earlier this 

year. The Committee is asked to note the progress 

made in bringing systems up to date. 
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EXECUTIVE SUMMARY 

We followed up the recommendations made in the Report to the Shadow Health 

Professions Council March 2002 to check their implementation. 

Our discussions revealed that the previous recommendations as stated in the 

Report to the Shadow Health Professions Council March 2002 10 appear to 

have been fully implemented, 8 appear partially implemented and 4 not yet 

implemented. 

SCOPE OF THE REPORT 

Follow up of the recommendations made in the Report to the Shadow Health 

Professions Council March 2002. We recognise that internal financial controls 

exist to ensure that processes act to meet the systems objectives. The areas of 

the internal financial control system reviewed by discussion, for the Health 

Professions Council within this assignment, were: 

• Banking Procedure 

• Rejected/Returned Cheques 

• Income 

• Purchasing 

• Overtime 

• Payroll 

• Payroll Reports 

• Bank Reconciliation 

• Fixed Assets 

• Supplier Statements 

• Financial Regulations and Procedures 

• Authorised Signatory List 

Our findings are stated in Section 4 of this report. 

TIMING OF THE REPORT 

Auditor: Cari Beard 

Date work performed: 22nd August 2002 
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Ref. Finding Recommendation Follow Up Finding (by discussion) 

4. Purchasing 

Of the 5 paid invoices selected testing showed that 4 

had no purchase order and 1 did have a purchase 

order, however, this had been completed in 

retrospect on receipt of the invoice. As a result the 

Purchase Ledger was only updated with the invoice 

amounts on receipt of the invoices. 

Orders made without a purchase order being sent to 

the Accounts Section results in 'hidden creditors' and 

therefore an underestimation of debts of the 

Organisation and inaccurate accounting records. 

Also, this can cause delays in payments as the 

Accounts Section then have to trace the person 

responsible for the order and get the appropriate 

authorisation. Testing showed that all 5 invoices had 

been paid at least 30 days after the invoice date. 

The Purchase Ledger Control Account is not being 

reconciled. 

For all purchases a purchase order should be 

competed, authorised appropriately and passed to the 

Accounts Section in order for the Purchase Ledger to 

be updated. This should also enhance the timeliness of 

payment of invoices when they are received as the 

Accounts Section knows the source or the referenced 

order. 

The purchasing procedure should be reviewed and 

incorporated into Financial Regulations and 

Procedures. All areas of purchasing should be covered 

including: 

• Authorisation levels and amounts 

• Processing of purchase orders 

• Processing and authorisation of invoices received 

• Purchase Ledger Control Account reconciliations 

• Aged Creditors reports 

• Payment timescales. 

Purchase Ledger Control Account reconciliations 

should be carried out on a monthly basis and signed as 

prepared and signed as reviewed. 

Implemented. 

From discussions with the Purchase Ledger 

Officer, for any order raised a Purchase Order 

is raised and authorised by the Line Manager / 

Budget Holder. 

Partially implemented. 

The purchasing process has now been written 

and included in Financial Procedures. Financial 

Regulations have been drafted by the Finance 

Director. 

Partially implemented. 

The Management Accountant carries out the 

Purchase Ledger Control Account 

Reconciliation and records this on an Excel 

spreadsheet. However, these are not yet being 

printed and signed off to evidence review. The 
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Ref. Finding Recommendation Follow Up Finding (by discussion) 
visually checked by the Accounts Assistant and 

Finance Director. Therefore, there is no 

documentation to evidence that any changes have 

been performed, or signed as checked and, signed 

reviewed. 

reports. If the system does not meet these capabilities, 

details of the amendments made to the system should 

be printed before and after any amendments, providing 

evidence of the changes made. This should then be 

signed as checked and signed as reviewed. 

Starters and Leavers gross pay is manually 

calculated by the Financial Accountant. With 

immediate effect, these calculations will now 

be double checked by either the Finance 

Director or Management Accountant and 

signed to evidence review. 

The 'Credit Transfer Analysis1 report detailing 

all payments is now signed off by 2 of the 

signatories from the Authorised Signatory List 

after each payrun and before the BACS is 

processed. 

8. Bank Reconciliations 

Testing showed that the Reserve account and Money 

Market account could be reconciled to the Trial 

Balance. However, there are problems with the 

reconciliation of the current account. The Sage 

system shows a difference of approximately £8,900, 

this difference has been brought forward for the last 

6 months. This appears to show that postings have 

been correct for this period of time. We were 

informed that this difference is due to outstanding 

cheques not being recorded at the previous year end. 

This has been investigated manually and the 

difference reduced to approximately £1336. 

No actual monthly reconcilations have been carried 

out, signed as prepared and signed as reviewed. 

The difference in the bank reconciliations should be 

investigated further to enable the current account to be 

reconciled. 

Bank reconciliations should be carried out on a 

monthly basis. These should then be signed off as 

prepared and signed off as reviewed. 

Implemented. 

The difference was reduced to about £100. This 

amount was written off at the year end. The 

current account now reconciles each month. 

Partially implemented. 

Each bank account in the Cash Book is 

reconciled to the bank statements received by 

the Financial Accountant. The Management 

Accountant carries out a monthly bank 

reconciliation. The reconciliation is being 

printed off and signed to evidence the 

reconciliation. However, the Finance Director 

is not signing the reconciliation to evidence 

review. 
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Ref. Finding Recommendation Follow Up Finding (by discussion) 
9. Fixed Assets 

We were informed that a Fixed Asset register was 

kept until the end of the last financial year. However, 

the register has not been maintained. Additions for 

this financial year can be found on the Sage system 

and we were informed that measures are being taken 

to update the Fixed Asset register for this financial 

year. 

Of the 5 Fixed Asset purchases tested, only in 1 case 

had a Capital Request form been completed to 

confirm authorisation. For the 4 cases not having a 

Capital Request form authorising the purchase, the 

minutes of the Financial Committee were examined 

and these confirmed authorisation had been given. 

The procedure for Fixed Assets should be reviewed 

and a Fixed Asset register maintained and kept up to 

date. Fixed assets should be identified with their own 

unique Asset number and the location should also be 

recorded. 

Management should ensure that the correct 

depreciation rates are set up on the Sage system, and 

checks made to ensure that the correct depreciation 

amounts are calculated monthly. 

For all purchases of Fixed Assets, a Capital Request 

form should be completed to verify authorisation. 

Regular physical checks should be carried out on all 

Fixed Assets to verify their existence and location. 

Any changes in location should be amended on the 

Fixed Asset register. 

The Fixed Asset register should be reconciled on a 

regular basis (i.e. monthly) to the Nominal Ledger. 

Implemented. 

A Fixed Asset Register has now been set up on 

an Excel spreadsheet. 

Implemented* 

The Excel spreadsheet calculates the 

depreciation rates and data automatically feeds 

through to update the Monthly Management 

Accounts. 

Implemented. 

From discussions with the Management 

Accountant, this procedure is now 

implemented. 

Not implemented. Due March 2003. 

A full Fixed Asset Register check should be 

carried out at every 12 months, prior to the year 

end. Documentary evidence will be kept to 

evidence this and signed off. 

Implemented. 

The Management Accountant reconciles the 

Fixed Asset Register to the Nominal Ledger on 

a monthly basis. 
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DATE OF FOLLOW UP AND STAFF INTERVIEWED 

1.1 Carried out by: 

Cari Beard 

Date: 

22™ August 2002 

1.2 Richard Ballard 

Manjinder Cheema 

Shelagh Gillick 

Lyn Johnson 

Management Accountant 

Financial Accountant 

Registration Officer 

Purchase Ledger Officer 
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Appendix 2 

INTERNAL AUDIT WORK PERFORMED 

3.1 Follow up of Previous Internal Audit Recommendations 

3.19 We followed up the recommendations made in the Report to the Shadow Health 

Professions Council March 2002 to check their implementation. 
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