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1.0 Introduction 

 

1.1 As part of the internal audit plan for 2016/17, a follow up audit 

was undertaken of the recommendations made in the Value 

Added Tax (VAT) Audit undertaken in 2015/16. 

  

1.2 Acknowledgement is given to the staff concerned for their help 

and assistance during the course of the audit. 

 

1.3 Copies of this report have been sent to the Chief Accountant, 

the Chief Finance Officer, and the Deputy Chief Executive. A 

copy may also be passed to the Audit Committee for them to 

monitor/comment upon recommendations made and 

accepted. 

 

1.4 The report is addressed to appropriate Councillors and Officers 

and may contain confidential and/or privileged material. Any 

review, reproduction, external distribution, dissemination or other 

use of, or taking of any action in reliance upon, this information 

by persons or entities other than the Authority is prohibited. 

 

2.0 Background 

 

2.1 In 2015/16 an internal audit review was undertaken on the 

systems and Processes used to manage, monitor, calculate and 

report on the Council’s VAT Inputs and Outputs transactions.  The 

internal audit report conducted that the systems and processes 

operated at that time were deemed unsatisfactory which meant 

that weaknesses in the system of controls are such as to put the 

System’s/Authority’s or establishment objectives at risk. 

 

2.2 The internal audit report made 20 recommendations that are 

categorised on the following basis:  

 
Priority Category Definition No. Of 

Recs 

1 Mandatory 

- Urgent 

Action is imperative to ensure that 

the objectives for the area under 

review are met. 

4 

 

2 Mandatory 

- Less Urgent 

Requires action to avoid exposure to 

significant risks in achieving the 

objectives for the area under review. 

14 

 

 

3 Best Practice / Other 

Recommendations 

Action is advised to enhance control 

or improve operational efficiency. 

2 

 

 

 

2.3 All 20 recommendations were accepted by management. 
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3.0 Scope and Objectives 

 

3.1 The scope and objectives of the follow up audit was to establish 

the progress made regarding the implementation of the 

recommendations agreed by management in the internal audit 

report of 2015/16 and to provide independent assurance that 

progress has been achieved as stated. 

 

4.0 Methodology 

 

4.1 Discussions were held with the Group Accountant, Assistant 

Revenues Manager and Business Services Team Leader. 

Additionally, testing was undertaken to corroborate anecdotal 

evidence.  They confirmed implementation or otherwise of the 

recommendations and provided evidence to support their 

explanation. 

 

5.0 Findings 

 

5.1 The VAT audit review of 2015/2016 resulted in 20 

recommendations being made.  Of these 20: 

• 5 were iterated from the previous audit review report that was 

published in 2009/2010; and 

• 15 were ‘new’ i.e. did not relate to a previous audit review of 

the VAT system. 

 

5.2 The following table (Table 1) details the recommendations made 

as a result of the 2015/2016 review split between their priorities 

and identifying if they were iterated from a previous audit review. 

 
Table 1 Recommendations by year and prioritisation. 

Priority 2015/2016 2009/2010 

1 4 N/A 

2 9 5 

3 2 N/A 

Total 15 5 

 

5.3 Of the 5 recommendations iterated from 2009/2010 we found 

that: 

• 3 had been implemented; 

• 1 had been partly implemented; and 

• 1 had not been implemented. 

 

This equates to an implementation rate of 3 out of 5 or 60% for 

the recommendations iterated from 2009/2010. 
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5.4 The overall implementation of recommendations for all 20 of the 

recommendations tested is summarised in the following table 

(Table 2): 

 
Table 2 Summary of the implementation of recommendations. 

Priority Number 

of recs. 

Implemented Partly 

Implemented 

Not 

Implemented 

No.  %  No.  %  No.  %  

P1 4 4 100 0 0 0 0 

P2 14 10 71 3 21 1 7 

P3 2 1 50 0 0 1 50 

Total 20 15 75 4* 15 3** 10 
 *1 of these relates to a recommendation iterated from 2009/2010 

**1 of these relate to recommendations iterated from 2009/2010 

 

5.5 Table 2 shows us that 100% of priority 1 recommendations have 

been implemented; however, only 71% of priority 2 and 50% of 

priority 3 recommendations have been implemented. Overall the 

implementation rate for all recommendations was 75%. Or in 

other words there is a 25% non-implementation rate for 

recommendations.  

 

5.6 In terms of outstanding action to be completed by 

management, there are 3 recommendations (all priority 2) that 

have been partly implemented, of which 1 relates to a 

recommendation iterated from 2009/2010 and 2 

recommendations that have not yet achieved any stage of 

implementation, 1 of which relates to a recommendation raised 

from 2009/2010. 

 

5.7 The detailed findings of the follow up audit and management’s 

comments on how they intend to address the unimplemented 

recommendations are included in Appendix A. 

   

6.0 Conclusion 

 

6.1 The overall grade assigned to the implementation of 

recommendations has been graded satisfactory. 

 

6.2 The audit identified that 15 of the 20 recommendations had 

been fully implemented and that this included all 4 of the priority 

1 recommendations and 10 of the 14 priority 2 

recommendations. 

 

6.3 In total there were 5 recommendations that were still not fully 

implemented; this includes 3 partly implemented priority 2 

recommendations.  What is of concern is that 2 of those 5 (40%) 

were recommendations that had originally been raised and 
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agreed with management in 2009/2010. However, having 

addressed these unimplemented recommendations with 

management during this follow up review explanations for non-

implementation were obtained and assurance has been 

provided by management that action will be taken to ensure 

that the recommendations will be implemented by the revised 

dates. 

 

6.4 There are no new recommendations made as a result of this 

follow up review.  Further follow up audit work will be undertaken 

to determine progress made regarding management’s 

commitment to ensure implementation of the identified 

unimplemented recommendations. 



VAT 2016/17 (Follow up) - Detailed Findings

Priority
Previous 

Rec No.
Recommendation Agreed/Disagreed

Original Date of 

Implementation

Actual Date of 

Implementation
Audit Opinion Audit Comment On Opinion

New Date of 

Implementation
Evidence

Ref To New 

Action Plan

2 1 Previous report recommendation 2009/10 (revised):

The VAT office procedure manual should be:

• reviewed to confirm accuracy of information e.g. 

authorities 2 month extension for raising invoices

• subject to version control and updated annually or 

whenever there are changes (the necessity of having a 

separate VAT manual for Schools should be reviewed by 

the Group Accountant);

• made available to all users of the VAT system and a 

copy held on the Council's intranet site for future 

reference.

Agree - the group accountant 

has reviewed the manual and it 

is ready for distribution.

Oct-15 Dec-15 Implemented The VAT Manual was updated on 17.07.2015 and will be 

updated when there are changes.  However, the schools 

VAT guidance is not subject to version control or a review 

date.  The VAT guide for School was distributed to all 

schools on the 15th September 2015.

During the VAT training for all relevant officers the VAT 

manual was made available, along with contact details.

The School's VAT Manual was reviewed in Dec-15 and is 

now subject to version control.  Evidence of the up-to-

date manual was obtained as evidence.

N/A

EV4

EV1

2 2 Previous report recommendation 2009/10 (revised):

The Group Accountant should arrange VAT training for 

officers responsible for payment or raising of invoices and 

income collection and banking.

Agree - Training is to be 

arranged.

Mar-16 Nov-15 Implemented Through observation of the Group Accountants 

electriconic calendar a request to all relevant officers for 

VAT training was arranged and completed on the 

morning of 4.11.15.  At the time of this training the VAT 

manual was provided to all officers on the training.

VAT training has been provided to all service support 

staff, purchasing card holders and creditors team.

N/A

EV5

EV6

2 3 Previous report recommendation 2009/10 (revised):

The VAT return should be subject to an independent 

check to verify values prior to submission.  Evidence of the 

check should be retained. 

Agree - an Accounting 

Technician will run the initial 

reports and these will be 

checked by the Group 

Accountant who will continue 

to be responsible for submitting 

the VAT return to HMRC.  We will 

also review the compilation 

spreadsheet to validate the 

controls verifying the figures 

input.

Dec-15 N/A Not 

Implemented

The Group Accountant is looking to implement this 

recommendation and the process is currently under 

review.

The Group Accountant confirmed that ths VAT Return 

process will be reviewed in Decmbember 2016.  The new 

process will consist of the Accountancy Assistant 

conducting the VAT return calculation and the Group 

Accountant reviewing the work of the Accountancy 

Assistant.

Dec-16

2 4 The Group Accountant should introduce a robust system 

for identifying errors that have been posted back to 

periods where a VAT return has already been submitted 

e.g. re-running the reports for the prior period to identify 

differences arising from adjustments.

Agree. Oct-15 Oct-15 Implemented When the Group Accountant is completing the monthly 

VAT returns a report is produced of the previous period 

and is compared the previous VAT return to see if 

anything was posted back.

N/A

EV7

2 5 The administrator of the swipe cards should introduce a 

robust system for reviewing the list of active cards to 

determine if there is still a business requirement for access, 

and whether any card access to the facilities should be 

revoked.

Agree - Business Services 

receive a copy of leavers and 

starters and have introduced a 

quarterly review of access to 

restricted areas.

Actioned Oct-15 Implemented This recommendation has been actioned, the Payroll 

system automatically sends an email to Business Services 

with a list of Starters and Leavers everyday even if it’s a 

nil return.  Business Services will then revoke access for 

anyone on the Leavers list.

N/A

EV9

2 6 The Group Accountant should ensure that the current 

rates applied to the fuel element of the mileage paid to 

employees is acceptable under the guidance issued by 

HMRC, and a robust system should be introduced to 

ensure that the correct rates are being applied, that rates 

are subject to regular review and reflective of changes 

e.g. HMRC Company Car Rates are subject to regular 

review.

Agree - this will be raised with 

Payroll.  It will take time to 

correct the information held on 

the Payroll system.

Dec-15 N/A Implemented The Group Accountant has met with the Payroll Manager 

to try and implement a system which provides consistent 

methods to ensure correct rates are being applied.

An appropriate system has now been introduced to 

ensure the correct rates are being applied and are 

subject to regular review.  Although the checking of rates 

is on-going with an estimated completion date of 

December 2018, a data cleansing exercise is being 

undertaken; and any new starters are automatically set 

up with the correct rates.

Dec-18

EV10

Recommendations from the previous audit (2012/13) were examined and the following has been determined:

Number of Recommendations Made:                                      9            

Number of Recommendations Implemented:                            XX
Number of Recommendations Partly Implemented:                   X
Number of Recommendations Not Implemented:                       X
Number of Recommendations No Longer Applicable (N/A):        X            

Recommendations from the previous audit (2015/16) were examined and the following has been determined:

Number of Recommendations Made:                                                 20

Number of Recommendations Implemented:                                   15

Number of Recommendations Partly Implemented:                         3

Number of Recommendations Not Implemented:                            2

Number of Recommendations No Longer Applicable (N/A):          0  
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VAT 2016/17 (Follow up) - Detailed Findings

Priority
Previous 

Rec No.
Recommendation Agreed/Disagreed

Original Date of 

Implementation

Actual Date of 

Implementation
Audit Opinion Audit Comment On Opinion

New Date of 

Implementation
Evidence

Ref To New 

Action Plan

2 7 The Group Accountant should liaise with the Lead HR 

Officer Payroll and Pensions to determine whether it is cost 

effective and feasible to identify the input tax on travel 

and subsistence payments with a view to including it in 

the monthly VAT return.

Agree. Dec-15 N/A Partly 

Implemented

As above

An appropriate system has now been introduced but not 

yet fully implemented.  The Group Accountant 

confirmed that the new system is likely to be 

implemented by December 2018.

Dec-18

3 8 Periodically the Group Accountant should confirm the 

members of the MAGLSUPER and MASUPER agresso user 

groups.

Agree. Actioned Sep-15 Implemented This was reviewed at the time of the audit and has been 

picked up during the MFS audits.

N/A

1 9 The implications of invoices not containing all HMRC 

required detail should be ascertained by the Group 

Accountant, and if omissions/errors do not allow for the 

reclamation of VAT, remedial action should be taken with 

authorising officers i.e. training to ensure valid VAT invoices 

are certified for payment, and reduction of the VAT 

Return.

Agree - the Group Accountant 

is of the opinion that as long as 

invoices show MTCBC there is 

no need for an address, and 

the rate does not need to be 

shown as long as the total VAT is 

shown on the invoice.  However 

this will be raised within the VAT 

group.

Dec-15 Dec-15 Implemented The VAT Consultant confirmed in an email to the Group 

Accountant that in order for a VAT invoice to be 

considered valid, a document must contain certain 

elements of mandatory information including the name 

and address of the recipient and the rate(s) of VAT 

charged.  The VAT Consultant confirmed that therefore, 

following the letter of the law, the errors found 

determined the invoices deficient as a VAT invoice as the 

invoices did not provide the required evidence for the 

recovery of VAT.  However, the VAT Consultant also 

specified that the law provides that HMRC may accept 

"other evidence" that VAT has been paid and can be 

recovered; and  whilst this is only a discretionary power, 

the VAT Consultant stated that it would be a pretty harsh 

VAT officer who would deny the Council VAT recovery in 

the circumstances described.

Following discussions with the VAT Consultant, the Group 

Accountant confirmed that no remedial action was 

required.

Additionally, training was provided to ensure valid VAT 

invoices are certified for payment.

N/A

EV5

EV11

EV12

1 10 Accountancy should review school invoice payments to 

identify the extent of miscodings at schools where input 

and authorization lies outside of Central Payments

Agree. Mar-16 Sep-15 Implemented An email was sent to all school clerks and Headteachers 

on the 15th September 2015 highlighting issues with VAT 

invoices and the 'Schools - VAT Guidance was also 

attached.  Contact details are also included in the 

Guidance on VAT to Schools.

During the establishment school audits it was noted that 

training from the Central Payments team has been 

provided to all schools.

N/A

EV1

3 11 Consideration should be given to checking the value 

date field on the Agresso report supporting the VAT return 

to ensure that no invoices older than 4 years are being 

included on a VAT return (confirmation that the value 

date and the invoice date are the same should be sought 

from the ICT Agresso Support Officer).

Agree. Mar-16 N/A Not 

Implemented

This recommendation is under review.  The Group 

Accountant will look into implementing 

recommendation.

Nov-16

1 12 The Group Accountant responsible for VAT should address 

the following issues:

• VAT rates charged not being displayed/split on debtor 

invoices;

• Date of supply not always being displayed/recorded;

• Invoices not being issued with 60 days of the supply 

being made; and

• should determine when use of codes R4 - (Non-business) 

and R5 - (Outside Scope) is appropriate and seek 

clarification on whether the correct code has been used 

on invoice numbers 3159438, 3157214, 3157533, 3157190).

Agree. Dec-15 Dec-15 Implemented The invoice numbers raised in the recommendation were 

investigated at the time and the incorrect VAT code was 

used, a 'Notification of Errors in VAT Return' was 

completed and sent to HM Revenue and Customs.  It 

was discussed in the VAT group that VAT codes R4 and R5 

don't need to be used by MTCBC, however these are 

checked by the Group Accountant during the VAT 

submission.

The Group Accountant confirmed that every subscription 

now has a breakdown of VAT rates charged against 

invoices raised. 

The Assistant Revenues Manager confirmed via email 

that where VAT is appropriate it is present on the invoice.

N/A

EV2

EV14
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Priority
Previous 

Rec No.
Recommendation Agreed/Disagreed

Original Date of 

Implementation

Actual Date of 

Implementation
Audit Opinion Audit Comment On Opinion

New Date of 

Implementation
Evidence

Ref To New 

Action Plan

2 13 Advice should be sought on the implications and possible 

remedial action necessary as a result of the Authority not 

being compliant with HMRC requirements regarding VAT 

invoices.

Agree - this will be raised with 

the VAT group and/or the VAT 

consultant.

Oct-15 Dec-15 Implemented This recommendation was raised with the VAT 

Consultant.   Please refer to previous recommendation 

no. 9 which includes the VAT Consultant's opinion on the 

Authoriy;s compliance with HMRC requirements 

regarding VAT invoices.  The Group Accountant 

confirmed that no remedial action is required.

N/A

EV11

2 14 The Group Accountant responsible for VAT should 

undertake sample checks each month on the VAT rates 

applied to goods, services and works, on items below 

£10,000 as well as those checks undertaken on items 

above £10,000.

The treatment of VAT on invoice no, 3157214 should be 

confirmed i.e. whether it should be standard rate or non-

business.

Agree - an additional sample of 

10 to 20 invoices will be 

checked each month.

Oct-15 N/A Partly 

Implemented

This recommendation is under review.  The Group 

Accountant is looking into implementing this 

recommendation.

The treatment of VAT on invoice no. 3157514 was 

confirmed to be correct at standard rate.

This recommendation is due to be completed in 

December 16.

Dec-16

2 15 Previous report recommendation 2009/10 (revised):

A robust system needs to be introduced to ensure that 

Output VAT is accounted for in the tax period in which the 

tax point occurs. This means training staff involved and 

sample checking  journal postings to prior periods to 

identify late postings, and checking invoices raised to 

ensure they are raised within the appropriate timescales.

Agree. Dec-15 N/A Partly 

Implemented

Training has been provided to all relevant staff involved 

in input and output VAT.

As part of the monthly VAT return checks, any postings 

back are identified.

Invoices will be checked on a monthly basis by sample 

checking the correct VAT rates, (see rec 14) this is yet to 

be addressed.

Dec-16

EV5

EV6

EV7

2 16 The Group Accountant and the Revenue Manager should 

introduce a robust system to:

• Ensure debts are written off in a timely manner that 

allows for bad debt relief to be reclaimed; 

• Ensure bad debt relief is not being reclaimed if the debt 

falls outside of the HMRC timescales for reclaiming relief, 

and

• Determine the reason why VAT has not been reclaimed 

on invoice 3113813 and whether this is indicative of an 

Agresso system issue or human error to ensure appropriate 

measures to reduce the likelihood are put in place.

Agree - IK has asked for a copy 

of the write off reports so that 

he can check to ensure that we 

are not reclaiming VAT on debts 

over 4 and a half years old.

Mar-16 Mar-16 Implemented There was an issue with 'freetext' invoices which has now 

been resolved.  The  ICT Agresso Support Officer was 

able to patch in missing data on existing freetext invoices 

so that write off's would start working.  There is also a 

system in place which performs job runs each time a new 

invoice is created so that it contains all the right data in 

the right places for any potential write off to work. 

Copies of the emails between the Group Accountant 

and the ICT Agresso Support Officer along with a 

response from Agresso were obtained as evidence.

N/A

EV13

EV14

EV15

1 17 Input Tax attributable to 'Exempt' supplies should be 

calculated for each year to ensure de minimis levels have 

not been exceeded.

Agree - we are obtaining 

quotes from a consultant to 

undertake the de minimis check 

for 2014-15 and to have a 

methodology compiled for 

checking de minimis levels 

have not been exceeded.

Dec-15 Oct-15 Implemented The Group Accountant will calculate the Input Tax 

attributable to 'Exempt' supplies on an annual basis to 

ensure the de minimis levels do not exceed the 5% 

threshold.  The Group Accountant is made aware or in 

some cases involved in any high level 'Exempt' supplies.

N/A

EV3

2 18 Regular checks should be made to identify whether the 

de minimis level is likely to be exceeded, since input tax 

on 'Exempt' supplies cannot be reclaimed if the de minimis 

level is exceeded.

Agree - this will depend on the 

methodology compiled by the 

consultant engaged to 

undertake the de minimis 

check.

Dec-15 Oct-15 Implemented The Group Accountant will calculate the Input Tax 

attributable to 'Exempt' supplies on an annual basis to 

ensure the de minimis levels have not exceeded the 5% 

threshold.  The Group Accountant is involved in most of 

the high level 'Exempt' supplies.  Also during the training, 

contact details were provided for all officers.

N/A

EV3

2 19 Procedure notes should be written detailing how to 

calculate the de minimis level for the Authority's 'Exempt' 

or 'Partially Exempt' activities.

Agree - a consultant is to be 

engaged to compile a 

methodology.

Dec-15 Oct-15 Implemented Procedure notes for the 'Partial Exemption Calculation' 

have been written with a detailed explanation.

N/A

EV8

2 20 Previous report recommendation 2009/10 (revised):

The de minimis calculations should be signed off by the 

person undertaking the check and checked and signed 

for correctness by another person.

Agree - we currently have a 

consultant looking at the 

calculation and we will then 

review and decide on the 

checks to be introduced.

Dec-15 N/A Implemented The calculation has now been done, checked and 

signed off by the Accountancy & Insurance manager.

Dec-16
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