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FINANCIAL CODE No. 1 — 
INTERNAL CONTROL AND AUTHORISATION 
 
1. Background 
 
1.1 This Financial Code gives advice on authorisation and internal control.    Directors 
are required to ensure the principles outlined are incorporated in the working practices of 
their Service or Units. 
 
1.2 The Council requires its staff to be accountable. This means its employees have to 
understand and accept responsibility for their actions.  Staff engaged in financial 
administration must therefore:- 

• be intellectually capable of performing the work allocated to them; 
• devote sufficient time to carry out their duties properly; 
• undertake their tasks efficiently; 
• be demonstrably above reproach. 

Financial administration may not be entrusted to staff when these requirements cannot 
be met. 
 
1.3  Managers (or equivalent) within a service are also required to define and document 
the internal control objectives for all key business activities in their areas of responsibility. 
 
2. Internal Control 
 
2.1 Internal controls are the safeguards put in place to ensure that the Council’s 
business is conducted in an orderly and efficient manner, its policies adhered to, its 
assets protected and its records complete and accurate. 
 
2.2 Internal controls will vary from one part of the Council to another according to things 
such as the type of activity, the size and volume of transactions and geographical 
distribution.  However in all situations three types of internal control are to apply as a 
minimum. 
 
2.3 Firstly, it must not be possible for one person to be able to influence a financial 
transaction from inception to completion.  There must be a separation of duties 
between individuals such that a transaction is progressed in stages by different people.  
For example, orders could be prepared by one person, received and checked off by a 
second person, and invoice settlement handled by a third; and similarly debtor accounts 
raised, the payments received and the income controlled in separate offices.  The 
separation of duties must be more than notional to pass this requirement — it is not 
enough simply to involve another person working under the direction of the first.  An 
effective separation of duties requires the parties to be independent of one another. 
 
2.4 Secondly, financial transactions must be subject to internal check within each stage 
to reduce the likelihood of errors.  If a spreadsheet is used to calculate amounts to be 
raised by the Council or a series of supplier accounts are settled by a composite invoice 
for example, it should be obvious that input prepared by one person has to be checked 
by another.  But internal check extends to all situations including those where relatively 
little preparation is involved.  And it is important that the control is evidenced, so the 
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person undertaking the work and the person checking it both need to endorse (sign or 
initial) the documents involved. 
 
2.5 Thirdly, there must be regular management review of financial transactions.  This is 
over and above budget monitoring because it involves effort to prove the record of 
expenditure or income to independent statistics or performance.  For example, payphone 
income should be reconciled to telephone bills for the installation; overtime payments be 
related to letting income; vehicle running costs reconciled to mileage logs, etc.  This can 
be a difficult control to implement but it is one of the most worthwhile.  It should be built 
into administration through the use of quarterly reports, management returns and the like 
rather than applied ad hoc. 
 
3. Authorisation 
 
3.1 The Council has to be sure that it only enters into transactions that are wanted and 
necessary.  To achieve this it requires all financial transactions to be authorised before 
being executed.  The purpose of authorisation is for accountability rather than for 
accuracy, which should be addressed through internal check prior to authorisation. 
 
3.2 In authorising financial transactions an officer is accepting the burden of 
responsibility for them.  They are confirming that, through their own enquiries or as a 
result of the work of their staff, they are satisfied the following are true:- 
 

for orders    
 The Council’s Procurement Standing Orders must be complied with when ordering 

goods or services.  These Standing Orders state that the goods or services must be 
relevant to the Council’s needs, in type and quantity; are being procured at an 
appropriate combination of price and quality from a reputable, independent source; 
and there are sufficient uncommitted funds available from the relevant budget to pay 
for the item(s); This instruction applies equally to orders raised through the PECOS 
e-Procurement system, or any other purchase ordering system; as well as orders 
made against a purchase/credit card. 

 
 Pecos-e-procurement system/e-procurement - On 28th May 2014 Corporate 

Business Support Group agreed that Pecos to be adopted as the Council wide e-
procurement system providing standardised processes for staff and consistency of 
invoicing procedures for suppliers, recognising the requirement for the use of 
department specific e-procurement systems to continue where it is not possible to 
use Pecos.  This to come into effect as from 1 April 2015.  Therefore all Council 
departments must have in place processes to ensure that Pecos or another 
service based electronic ordering system is used to order goods and services.   
If there are reasons why e-procurement systems cannot be used then the approval of 
Procurement Unit must be sought and agreed before placing a manual order. 

 
 Electronic authorisation on Pecos e-Procurement System – Special care must 

be given to the electronic authorisation of Pecos e-procurement orders, as the 
authorisation when actioned is effectively being given for both the raising of the order 
and for the subsequent payment relating to this order (after the invoice is matched to 
the goods received note for the goods or services relating to the order). 
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for timesheets 
Timesheets processed for payment through MiTTS must be backed up by hard copy 
documentation in relation to a claim form completed as per electronic entry.  The 
hard copy must be signed by employee to confirm work undertaken and approved by 
authorised signatory to confirm work completed. 
 
Electronic timesheet claim forms submitted by employee through MyDetails and 
approved by reporting manager through MyPeople (after the required accuracy 
checks are completed) do not require hard copy documentation to be completed.  
Audit trail of claim process is retained within iTrent; 
 
for expense claims 
Travel & Subsistence claims completed on hard copy form must be signed by 
employee to confirm expenditure was incurred.  The hard copy must then be certified 
approved by authorised signatory to confirm items being claimed were necessary to 
the business of the Council, that a quality check of expenditure has been made; and 
that he/she has approved payment.  
 
Electronic Travel & Subsistence claim forms submitted by employee through 
MyDetails and approved by reporting manager through MyPeople (after the required 
accuracy checks are completed) do not require hard copy documentation to be 
completed.  Audit trail of claim process is retained within iTrent; 
 
for imprest claims 
The expenditure was incurred on necessary items which could not have been 
procured in a more cost-effective way; is fully supported by till receipts or other 
reliable vouchers retained locally; is allocated to valid account codes within the 
purview of the officer’s responsibilities; and the records of the imprest have been 
inspected and the cash in hand checked recently (within the last 3 months, at most); 
 
for invoices (including interim contract payments) 
The goods or services were fully received into the custody of the Council; they were 
in good condition or met the required quality standard; the liability to pay properly 
falls on the Council and is a legitimate expense; the price paid is consistent with the 
order details or other contractual arrangement with the supplier; the invoice has not 
previously been paid; and the costs have been analysed across valid and appropriate 
codes in the Council’s accounting records; 
 
See above for the process with respect to invoices received against the PECOS e-
Procurement system. 
 
Urgent Cheque Requisitions (Urgent Payment) 
The purpose of Urgent Cheque Requisitions is to provide a means of making a ‘one-
off’ payment at short notice where an invoice cannot be provided.  The Urgent 
Cheque Requisition procedure cannot be used to request imprest/petty cash, 
employee wages, employee travelling/training expenses etc. as other procedures are 
already in place to deal with these claims.  Our External Audit has voiced concerns 
that the Council’s Urgent Cheque requisition is being over-used.  Therefore it is 
imperative that services carefully consider the appropriateness of submitting an 
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Urgent Cheque Requisition, rather than a more mainstream payment method; and if 
in doubt consult with the Purchase Ledger Team  
 
for advance agency payments 
The requirement to pay arises from a decision of the Council or equal authority; the 
service is being and will continue to be provided to the required standard from the 
locations agreed; the amounts involved are consistent with the service agreement, 
funding schedule or contract between the parties; and there have been no breaches 
in the terms of the agency arrangement which warrant a retention; 
 
for accounts receivable (including sundry debtors) 
The account represents the sum due for a requested service or supply, a statutory 
fee, or the extent of an undischarged debt; it is for the maximum amount obtainable 
under the current scale of charges; it is neither understated nor overstated; payment 
has not previously been rendered; and there is no reason to believe the amounts will 
not be paid or cannot be recovered.  
 
for journal entries/internal recharges 
(i) If the journal is actioned via the manual journal facility in Integra FMIS.  Back-up 
information and/or working papers that explain the purpose of the journal must be 
produced and kept.  The back-up information and/or the working papers must be of a 
quality that would allow an independent officer to establish why the journal was 
posted.  The originating service must then file the back-up information and/or working 
papers. 
 
(ii) If the journal (or recharge) is actioned via Excel Journal format, then a copy of the 
e-mail to Finance requesting posting of journal should be taken, be signed by the 
originating officer, and authorised by an approved signatory for the service or the 
service finance officer, in order to approve the general ledger codes and debit/credit 
amounts used in the journal, including those agreed with the client service.  After the 
journal has been processed the copy e-mail should be appended by detailing the 
journal type; the batch number; the journal number, and the period/year – this 
information should be taken retrospectively from the Integra system.  The 
spreadsheet itself, as well as back-up information and/or working papers that explain 
the purpose of the journal must be attached to the covering e-mail.  The 
spreadsheet, back-up information and/or the working papers must be of a quality that 
would allow an independent officer to determine why the journal was posted.  The 
originating service must then file the e-mail, and back-up information and/or working 
papers. 
 
For purchase/credit cards  
The purchase card monthly statement and monthly transaction log must be 
authorised by the relevant manager, and submitted to Finance for payment. 
 
 

3.3 It follows from the above that an officer can only be asked to authorise a transaction 
where they have knowledge of its circumstances; they are given access to the 
documents supporting it; and they are in a position to challenge it.  It is not appropriate 
for an officer to authorise a transaction where these conditions do not exist. 
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3.4 It is also the case that an officer may not authorise a transaction in which they have a 
personal interest.  In recognition of the difficulty this creates in respect of personal 
expense claims by Directors, special arrangements have been established which require 
the authorisation of the Chief Executive. 
 
3.5 The officer authorising a hard copy transaction must sign their name in full — the use 
of initials alone is not acceptable, nor are facsimile signatures to be used (e.g. ink 
stamps, scanned/digitized images, etc).  If approval is required electronically, for example 
the Integra Purchase Ledger/Sales Ledger, then the authorising officer should still follow 
the principles laid down in this Financial Code when considering whether to authorise a 
transaction or not. 
 
3.6 Directors are responsible for determining the numbers and distribution of authorising 
officers to meet the needs of their service.  Although there are no restrictions on grades, 
the assignment of authorisation responsibilities should coincide with the management 
structures of the operating units concerned. The iTrent Reporting Manager role will 
potentially be responsible for approval of Annual Leave, Timesheet and Travel & 
Subsistence claims, Contractual changes, and Leaver notifications.  When determining 
the allocation of Reporting Managers, Directors must ensure the assignment of this role 
is in line with the management structures of the operational units concerned.  Reporting 
Manager role should not be assigned to employees below band 5. 
 
3.7 A register of authorised signatories is kept for reference purposes in Finance and 
Directors should notify the Section 95 Officer of:- 
a) the names, designations and locations of staff they appoint as authorised  
 signatories; 
b) any financial limits applicable to individual authorising officers; and 
c) the types of transactions which they approve. 
Sample signatures of authorising officers should also be supplied. 
 
3.8 Creditor Records – New Supplier - Services requiring the creation of a new 
supplier on Integra, must complete a Request For Creditor Reference form from the 
Purchase Ledger Team for this purpose.  All fields on the Request For Creditor 
Reference form must be completed.  It is Council policy to pay all creditors by Bacs so 
bank details must be obtained from the company before payment is made.  The 
Purchase Ledger Team have a standard Bacs request form to send to creditors if Bacs 
details have not been provided.   
 
3.9 A copy of the invoice from the new supplier must be attached to the Request For 
Creditor Reference form and the form must be signed by an authorised signatory.  The 
form should then be sent to Purchase Ledger Team for processing.  The Purchase 
Ledger Team will then create a new Creditor Reference on Integra and inform the 
department of the appropriate reference to apply when processing an invoice through 
their systems i.e. Frameworki, Milan, Task 
 
3.10 Amendments to Creditor Record - Services requesting an amendment to a 
creditor record must complete all fields on the Request For Creditor Reference form and 
the form signed by an authorised signatory.  Any changes to a creditors bank account 
must be sent to the Purchase Ledger Team immediately, so as no payment can be made 
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to the wrong bank account.  The same applies to a change of address if the company or 
individual is paid via cheque.  Again back-up paperwork i.e. a copy of the invoice must be 
attached to the on the Request For Creditor Reference form when submitting the 
request. 
 
 


