
CLACKMANNANSHIRE COUNCIL 

Report to Audit Committee 

 Date of Meeting: 30 September 2021 

Subject: External Audit: Management Report 2020/21   

Report by: Chief Finance Officer 

1.0 Purpose 

1.1  The purpose of the attached External Audit Management Report (Appendix A) 
is to summarise the key issues identified during the interim audit work. The 
findings from this work will influence the approach to the audit activity in 
respect of the audit of the financial year 2020/21 

2.0 Recommendations 

 It is recommended that the Committee. 

2.1. Discusses and notes the key issues identified in the report. 

3.0 Considerations  

3.1   As per the External Audit Annual Audit Plan 2020/21 submitted to this 
Committee in June 2021, this Management Report sets out the findings of 
their interim work. This work focuses on testing of key controls to gain 
assurance over the processes and systems used in preparing the annual 
accounts. This will then determine the activity of the audit.  

3.2 The key findings of the interim work are set out in Exhibit 1. Detail of each 
finding is noted along with the associated risk and the additional audit 
procedures that will be put in place during the 2020/21 audit. For each finding, 
Management have also provided a response with identified actions, a 
responsible officer and timescale for implementation. 

3.3 Due to the statutory basis of the work of the external auditor, all external audit 
activity undertaken against the annual audit plan is formally reported to 
Committee.  

4.0 Conclusions 

4.1 The attached report sets out details of the interim work on key controls testing 
and identifies areas of activity for the 2020/21 audit. 

THIS PAPER RELATES TO 
ITEM 4 

ON THE AGENDA 
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5.0 Sustainability Implications 

5.1 N/A 

6.0 Resource Implications 

6.1 Financial Details - there are no implications for the Council's budgets arising 
 from this report 

6.2      Staffing - there are no implications for the Council's establishment arising 
 from this report 

7.0 Exempt Reports          

7.1 Is this report exempt?      Yes   (please detail the reasons for exemption below)   No  

8.0 Declarations 

 
The recommendations contained within this report support or implement our 
Corporate Priorities and Council Policies. 

(1) Our Priorities (Please double click on the check box ) 

Clackmannanshire will be attractive to businesses & people and  
ensure fair opportunities for all    
Our families; children and young people will have the best possible 
start in life   
Women and girls will be confident and aspirational, and achieve 
their full potential   
Our communities will be resilient and empowered so 
that they can thrive and flourish   
 

(2) Council Policies (Please detail) 

 N/A 

9.0 Equalities Impact 

9.1 Have you undertaken the required equalities impact assessment to ensure 
that no groups are adversely affected by the recommendations? N/A 
  

10.0 Legality 

10.1 It has been confirmed that in adopting the recommendations contained in this 
 report, the Council is acting within its legal powers.   Yes   
  

11.0 Appendices  

12



11.1 Please list any appendices attached to this report.  If there are no appendices, 
please state "none". 

 External Audit Management Report 2020/21. 

12.0 Background Papers  

12.1 Have you used other documents to compile your report?  (All documents must be 
kept available by the author for public inspection for four years from the date of meeting at 
which the report is considered)    

Yes   (please list the documents below)    
 External Audit Annual Audit Plan 2020/21 

 

Author(s) 

NAME DESIGNATION TEL NO / EXTENSION 

Lindsay Sim Chief Finance Officer 2022 

Approved by 

NAME DESIGNATION SIGNATURE 

Lindsay Sim Chief Finance Officer 

Stuart Crickmar Strategic Director Partnership & 
Performance 
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Audit findings 
 

Introduction 

1.  This report summarises the key issues identified during our interim audit work 
at Clackmannanshire Council. This work included testing of key controls within 
financial systems to gain assurance over the processes and systems used in 
preparing the annual accounts. We will use the results of this work to inform our 
approach to the 2020/21 annual accounts audit.  

2.  Our responsibilities under the Code of Audit Practice require us to assess the 
system of internal control put in place by management. We seek to gain 
assurance that the audited body: 

• has systems of recording and processing transactions which provide a 
sound basis for the preparation of the financial statements  

• has systems of internal control which provide an adequate means of 
preventing and detecting error, fraud or corruption 

• complies with established policies, procedures, laws and regulations. 

Conclusion 

3.  We identified a number of control weaknesses as summarised in Exhibit 1. 
We will need to carry out additional work in response to these findings to enable 
us to obtain the required assurances for our audit of the 2020/21 annual 
accounts.  

Work summary 

4.  Our 2020/21 interim work included walkthroughs and testing of key controls 
in the core financial systems - general ledger, payroll, payables, receivables, 
cash and banking, non-domestic rates (NDR), council tax (CT) and housing 
rents (HRA). This included the review of bank and other reconciliations, payroll 
validation and exception reporting, authorisation of journals and IT access 
controls.  

5.  In accordance with ISA 330: the auditor's response to assessed risk, our 
audit judgements are based on current year testing of controls and where 
appropriate prior year results. Our risk-based audit approach allows us to take a 
three-year cyclical approach to controls testing.  

6.  The contents of this report have been discussed with relevant officers to 
confirm factual accuracy. The co-operation and assistance we received during 
the course of our audit is gratefully acknowledged.  
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Covid-19 has had a significant impact on the council’s control 
environment 

7.  During 2020/21 Clackmannanshire Council has operated in challenging 
circumstances while supporting the response to the Covid-19 pandemic. The 
introduction of remote working, significant additional duties and reprioritisation 
of tasks had an impact on capacity to undertake routine tasks on a regular 
basis. This impacted on the control environment. 

8.  The key control risks identified during our interim audit work are detailed in 
Exhibit 1. These findings will inform our approach to the financial statements 
audit and the extent of weaknesses identified will require us to increase our 
substantive testing. 

9.  Our walkthrough testing confirmed that, although some key controls operated 
as expected, capacity issues had an impact on key controls across a number of 
core systems. Two main areas were: 

• a number of reconciliations, across a range of systems, were not 
completed as expected 

• access to key financial systems is not being regularly reviewed by 
management to ensure access rights are up-to-date, appropriate and 
reflect current responsibilities.  

10.  Any weaknesses identified represent those that have come to our attention 
during the course of normal audit work and therefore are not necessarily all the 
weaknesses that may exist. It is the responsibility of management to decide on 
the extent of the internal control system appropriate to the council. 

Additional follow-up work  

11.  We will carry out additional work to gain the assurance we require for our 
audit of the council’s 2020/21 annual accounts. This will include testing larger 
samples during our final accounts audit and reviewing year-end reconciliations. 
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Exhibit 1 
Key findings and action plan 2020/21 
 

Issue identified Management response / 
Responsible officer / Target 
date 

Additional audit 
procedures 

Bank reconciliations 
The council was not performing 
bank reconciliations on a regular 
basis during 2020/21 and there was 
no evidence of a second officer 
review. 
There is an increased risk of 
undetected fraud or error if bank 
reconciliations are not completed 
timeously. 

During 2020/21 bank 
reconciliations were being 
undertaken on a regular basis 
however, due to Covid19 
priorities, review and 
investigation of outstanding 
items were not completed 
timeously.  
Reviews are completed within 
the TechOne system, 
however, Management will 
ensure this is done timeously 
and develop a mechanism to 
evidence this outwith the 
system. 
Responsible Officer: Corporate 
Accountancy Team Leader 
Target Date: September 2021 

We will review the 
year end bank 
reconciliation and 
increase our 
substantive testing of 
reconciling items to 
ensure they are 
appropriate. 

Ledger reconciliations 
The council did not perform 
reconciliations between the general 
ledger and the CT, NDR and HRA 
financial systems monthly as 
expected during 2020/21. There 
was also no second officer review. 
There is an increased risk of 
undetected fraud or error if 
reconciliations are not performed 
timeously. 

Due to Covid19 priorities and 
impacts, reconciliations were 
not completed monthly during 
2020/21. This has been 
reinstated for 2021/22. 
A second officer to review the 
reconciliations will be 
identified. 
Responsible Officer: Chief 
Finance Officer 
Target Date: December 2021 

We will review the 
year end 
reconciliations and 
increase our 
substantive testing of 
reconciling items to 
ensure they are 
appropriate. 
Increased 
substantive testing of 
CT, NDR and HRA 
will be completed. 

Payroll system user access 
We identified an instance where an 
officer had been set up with access 
to the payroll system but does not 
work in the payroll team. The correct 
process for setting up a new user 
had not been followed.  
There is a risk of unauthorised 
access to personal and sensitive 
payroll data. 

Access for this individual has 
been removed and a checking 
validation report is now in 
place which will be run on a 
monthly basis to check who 
has Payroll and HR roles in 
iTrent. 
The officer identified was set 
up to support soft FM with 
input of payroll data. 

We will substantively 
test a sample of 
users to ensure that 
access permissions 
are appropriate. 
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Issue identified Management response / 
Responsible officer / Target 
date 

Additional audit 
procedures 

There is no record of any 
recent activity by this officer 
though payroll login or 
inappropriate access to other 
records. All Council Officers 
are bound by appropriate 
policies in regards data 
protection, confidentiality etc. 
Responsible Officer: Senior 
Manager HR and Workforce 
Development 
Target Date: September 2021 

Management review of user 
access rights to core systems 
Council management does not 
regularly review user access rights 
for Technology One (general 
ledger), Northgate (CT and NDR) 
and i-Trent (payroll) systems. This 
means that there may be employees 
with access to the system whose 
access rights should be removed. 
For example, there are some users 
who have not logged in to the 
system for a number of years.   
Carrying out regular reviews of user 
access listings for all core financial 
systems would help identify 
inappropriate access levels. 
There is a risk of unauthorised 
access to council data. 

For TechnologyOne and 
Northgate systems, user 
access is updated when users 
require a change of access, 
new access or to be removed. 
Inactivity does not always 
mean users access is no 
longer required. User access is 
locked if not logged on for a 
period of time therefore 
reducing the risk of 
unauthorised access. 
For TechnologyOne and 
Northgate, an annual review of 
users will be undertaken. 
For i-Trent as noted above, a 
report of system users will be 
run on a monthly basis and 
reviewed. 
Responsible Officer: Chief 
Finance Officer & Senior 
Manager HR and Workforce 
Development 
Target Date: March 2022 

We will substantively 
test a sample of 
users to ensure that 
access permissions 
are appropriate. 

Second officer checks of CT and 
NDR reliefs and discounts 
There were no second officer 
checks over CT and NDR reliefs 
and discounts awarded during 
2020/21 and there was no annual 
review of existing discounts and 
reliefs. 

Officers are empowered to 
make decisions to award 
reliefs and discounts in line 
with guidance.  
Reliefs and discounts are 
amended when new 
information is received. NFI 
exercises also help to identify 

We will increase our 
substantive testing of 
CT and NDR reliefs 
and discounts to 
ensure they are 
supported by 
appropriate audit 
evidence. 

19



Audit findings  | 6 

Issue identified Management response / 
Responsible officer / Target 
date 

Additional audit 
procedures 

There is a risk of fraud or error in 
awarding CT and NDR reliefs and 
discounts and people in receipt 
of these may no longer be 
entitled to receive them. 

changes in entitlements. 
Annual reviews will be 
scheduled when the impact of 
Covid19 on workload reduces.  
Responsible Officer: Chief 
Finance Officer 
Target Date: March 2022 

CT and NDR assessor’s system 
reconciliation 
The council did not perform a 
reconciliation from the CT and NDR 
systems to the assessor’s system 
during 2020/21 to get assurance 
over the accuracy of the number of 
properties held. 
There is a risk that discrepancies 
in the number of properties are 
not identified and the data held 
on the system is inaccurate. 

The Council works closely with 
the Assessor to ensure validity 
of data held on an ongoing 
basis. 
Reconciliations are carried out 
on an adhoc basis rather than 
annually. We will look to carry 
out reconciliations for both 
these areas during 2021/22. 
Responsible Officer: Chief 
Finance Officer 
Target Date: March 2022 

We will increase our 
substantive testing of 
CT and NDR income. 
 

Payroll validation checks 
Payroll team carries out quarterly 
employee validation checks for all 
council services but the services’ 
response rate to this exercise during 
2020/21 was very poor. 
There is the risk of fraud and 
error in the absence of a periodic 
validation of all staff through 
positive confirmation of 
employment. For example, staff 
remain on the payroll after they 
have left the council. 

Reports are provided on a 
quarterly basis to SLG/ESLG 
in relation to non-return of 
payroll checking reports. 
Directors will be asked to liaise 
with relevant Senior Managers 
on areas of non-return. 
Responsible Officer: Senior 
Manager HR and Workforce 
Development 
Target Date: Ongoing 

We will substantively 
test a sample of paid 
employees to ensure 
they exist as current 
employees through 
confirmation to other 
records. 
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Issue identified Management response / 
Responsible officer / Target 
date 

Additional audit 
procedures 

Payroll – checks on changes to 
standing data 
We have been advised that the 
payroll team checks the annual 
changes to the standing data in the 
iTrent payroll system such as new 
tax and national insurance rates or 
bands. However, we have been 
unable to obtain evidence of these 
checks being performed at the start 
of the new tax year, as the process 
has not been documented. 
There is a risk that the annual 
changes to the payroll standing 
data are not checked to ensure 
that this data is complete and 
accurate. 

New tax/NI bands and 
categories are imported to the 
iTrent system by a year end 
patch/upgrade from the 
Council’s payroll software 
provider. On input this is 
checked and tested by the 
Payroll & System Manager.  
Robust checks for year end 
and new tax year processes 
are already in place.  
Once the new tax year 
commences a comparison 
check is run against HMRC 
bands and categories on a 
monthly basis throughout the 
year at payroll level. 
A mechanism to evidence 
these checks will be put in 
place.  
Responsible Officer: Senior 
Manager HR and Workforce 
Development 
Target Date: March 2022 

We will substantively 
test a sample of paid 
employees to ensure 
the deductions, 
based on the 
standing data, are 
accurate. 

Housing rents – check on annual 
rent increases 
We have been advised that annual 
rent increases are input on the 
system and checked by two officers. 
However, we have been unable to 
obtain evidence of these checks 
being performed as the process has 
not been documented. 
There is a risk that the annual 
changes to rent charges are not 
checked to ensure that this data 
is complete and accurate. 

Checks were carried out within 
the system however no 
physical evidence is produced. 
A mechanism to evidence 
these checks will be put in 
place.  
Responsible Officer: Chief 
Finance Officer 
Target Date: March 2022 

We will substantively 
test a sample of 
properties to ensure 
the rent charged is 
consistent with the 
rent set for the year. 

Source: Audit Scotland 
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Fraud and Irregularity 

12.  Audit Scotland’s report on Fraud and Irregularity 2020/21 highlights the 
importance of key controls and recognises some of the weaknesses that 
contribute to an increased risk of fraud. 

Exhibit 2 
Common control weaknesses contributing to fraudulent activity 
 

 

 

Prior year follow up 

13.  Audit testing confirmed that our prior year recommendations for bank 
account access rights and changes to supplier bank details have been actioned 
and are now operating appropriately. We note, however, that the scheme of 
delegation still has not been reviewed and dates back to 2014. The council 
should review this and ensure it reflects current arrangements. 

14.  All our outputs and any matters of public interest will be published on our 
website: www.audit-scotland.gov.uk. 
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Clackmannanshire Council 
Management report 2020/21  

Audit Scotland’s published material is available for download  
on the website in a number of formats. For information on our  
accessibility principles, please visit: 
www.audit-scotland.gov.uk/accessibility 

For the latest news, reports  
and updates, follow us on: 

 

 

 

Audit Scotland, 4th Floor, 102 West Port, Edinburgh  EH3 9DN 
T: 0131 625 1500  E: info@audit-scotland.gov.uk  
www.audit-scotland.gov.uk 

AS.4.0 
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