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Audit Resources 

Title Name Email Telephone 

Audit Manager Emma Toyne emma.toyne@cumbria.gov.uk 07810532759 

Lead Auditor Diane Lowry diane.lowy@cumbria.gov.uk 07775113487 

 

Audit Report Distribution 

For Action: Amy Wharton (Commercial Manager) 
Keith Hewitt (Commercial Manager) 

For Information: Barry Leighton (Head of Commercial) 
Michelle Bellis (Deputy Chief Finance Officer) 
Stephen Kirkpatrick (Director of Corporate Support) 
Roger Marshall (Joint Chief Finance Officer) 

Audit Committee: The Joint Audit Committee which is due to be held on 16th March 2022 will receive the report. 

 

Note: Audit reports should not be circulated wider than the above distribution without the consent of the Audit Manager. 
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Executive Summary 

Background 

This report summarises the findings from the audit of Financial Systems - Inventory. This was a planned audit assignment which was 

undertaken in accordance with the 2021/22 Audit Plan. 

An effective inventory system is important to the Constabulary, both to ensure that there is enough stock on hand to meet the demands of 

the organisation and that stock levels are not maintained at unnecessarily high levels, which could lead to incur unintended costs and 

ineffective use of resources. 

The inventory management module is part of the Oracle Fusion system, which has been in use since October 2020. Use of the module 

should result in more efficient, accurate inventory management than the previous system.  

A conscious decision was taken to initially limit the functionality of the module to ensure that those elements being used are used effectively 

and the team are competent and confident in its use. The functionality will be expanded on a planned basis so that each element can be 

used to its potential and adds value to the process, the ultimate aim being to enhance accuracy and reduce administration.   

 

Audit Approach 

Audit Objectives and Methodology 

Compliance with the mandatory Public Sector Internal Audit Standards requires that internal audit activity evaluates the exposures to risks 

relating to the organisation’s governance, operations and information systems. A risk based audit approach has been applied which aligns 

to the five key audit control objectives. Detailed findings and recommendations are set out within the Management Action Plan. 

Audit Scope and Limitations 

The Audit Scope was agreed with management prior to the commencement of this audit review. The Client Sponsor for this review was 

Stephen Kirkpatrick (Director of Corporate Support). The agreed scope of the audit was to provide assurance over management’s 

arrangements for governance, risk management and internal control in the following areas: 



Audit of Financial Systems - Inventory 

3 

• Stock requests and approval (self service) 

• Catalogue maintenance 

• Stock issue 

• Stock control (replenishing and receipting stock, write on and off and stock counts) 

• Security 

• Transfer of data to financial module 

 

There were no instances whereby the audit work undertaken was impaired by the availability of information.  

Assurance Opinion 

Each audit review is given an assurance opinion and this provides Joint Audit Committee and Officers with an independent assessment of 

the overall level of control and potential impact of any identified system weaknesses.  There are 4 levels of assurance opinion which may be 

applied. The definition for each level is explained in Appendix A. 

From the areas examined and tested as part of this audit review, we consider the current controls operating within Financial Systems - 

Inventory provide Reasonable Assurance. 

Note: as audit work is restricted by the areas identified in the Audit Scope and is primarily sample based, full coverage of the system and 

complete assurance cannot be given to an audit area. 

 

Summary of Audit Findings and Recommendations 

Controls were operating effectively in the following areas: 

• User roles, approval rules and limits have been defined and are set up in the system and for the sample tested were operating 

effectively. 

• Through our sample testing we confirmed that:  

Stock request and approval  

o requisitions under £250 are auto-approved within the system 
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o requisitions over £250 had been approved by the appropriate cost centre manager 

o coding of the transactions were appropriate 

o items requisitioned were reasonable in relation to the role of the person requesting the item 

 

Catalogue maintenance 

o access to cost / re-cost items is restricted to two nominated individuals which provides resilience to maintain up to date 

catalogue prices in the absence of the primary post holder.  

 

Stock issue 

o items requisitioned had been shipped to the requisitioner 

 

Stock control 

o Stock orders under £250 are auto approved within the system 

o Stock orders over £250 were approved in accordance with the agreed scheme of delegation (within procurement) 

o Stock items had been receipted into the system with an appropriate segregation of duties between ordering and receipting the 

items. 

 

Security 

o Roles within the Inventory Module of Oracle Fusion are assigned to individuals. Only those with the assigned roles have 

access to certain features which ensures that an appropriate separation of duties exists, and access to the system is via 

individual login and passwords. 

o Security arrangements in respect of access to the stores has recently been improved by the introduction of security system 

controlled by via fob access. 

 

Transfer of data to the financial module 

o Oracle system processes run at various intervals during the week, pulling information from the different sub modules within the 

system and posting the transactions into the accounts ledger.  

o Sample testing confirmed posting to appropriate codes in the financial ledger had taken place. 

 

• A set of Process maps and test scripts have been prepared to illustrate processes and provide step by step guidance for the various 

stages of the Inventory process.   
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• Guidance in the form of videos and help notes is available to Users on the Oracle Fusion Requisitions home page. 

• Physical Inventory Guidance has been produced, which includes the process of how to create inventory reports, enter stock counts 

and request approval within Oracle Fusion. 

 

The recommendations arising from this review can be summarised as follows: 

 

High Medium Advisory Total 

0 1 2 3 

 

The three levels of audit recommendation are defined in Appendix A. 

 

Areas for development: Improvements in the following areas are necessary in order to strengthen existing control arrangements: 

 

High Priority Issues: 

• None identified 

 

 

Medium Priority Issues: 

• The Oracle Fusion System has a number of functions available in relation to Inventory. When the system was introduced 

management made a conscious decision to limit the functionality of the module which will be expanded on a stepped basis so 

that staff can become proficient in the use of the system before further functionality is added. Plans are in place to increase the 

functionality of the inventory module over time. Implementation of the additional functionality within inventory module is being 

monitored by management and once the system is fully implemented the Senior Reporting Officer (SRO) should inform 

Management Board that the module is used as intended and benefits have been realised. 
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Advisory issues: 

• Building a suite of standard reports is in the early stages and there are currently no reports available that show the history / 

turnover of an item, detailing for example the number that have been issued in a period / how often they are issued. 

• The documented ‘Physical Inventory Guidance’ procedure setting out the stock taking process only include the Fusion 

processes, they do not specify the operational human element of the process, for example that two people are required to count 

together. 

 

 

Director of Corporate Support and Joint Chief Finance Officer Comments 

 
I am pleased to note that the recent Internal Audit review of the Inventory systems and processes has achieved a reasonable level of 
assurance which I feel is an accurate reflection of performance in this area of business. 
 
It is fair to observe that the implementation of the new inventory system, along with associated processes, proved very challenging.  The 
team are now focusing on introducing additional capabilities as part of an ongoing programme of developments, as recognised in 
recommendation 1. 
 
Despite the challenges faced with the system implementation, it is reassuring to note that the review identified that controls are operating 
effectively across a wide range of areas, specifically including segregation of duties where required. 
 
Looking forward the, one medium and two advisory, recommendations will help the Constabulary focus on further developing this area of 
business to ensure we continue to enhance the services provided to support both operational and corporate activities. 
 
The positive findings within this report are a direct result of the excellent efforts across the Commercial and other teams to successfully 
achieve a challenging implementation that has resulted in the inventory services now operating on a secure and supported platform that 
will continue to develop on a continuous improvement basis. 
 
Stephen Kirkpatrick – Director of Corporate Support 01/03/22 
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The implementation of the Oracle inventory module has and continues to be challenging. Members of the Commercial and Finance teams 
continue to work diligently and collaboratively to ensure that the system works as efficiently as possible. The Constabulary’s governance 
boards will continue to be updated on progress through the benefits management process. 
 
Roger Marshall – Joint Chief Finance Officer 01/03/22 
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Management Action Plan 

Medium Priority 

Audit finding Management response 

Planned Developments 

The Oracle Fusion System has a number of functions available in relation to Inventory that 

are currently not being utilised by the Constabulary. This was a conscious decision taken 

by management to ensure that the new system and processes were fully embedded and 

operating correctly before additional functionality was implemented. It is intended that 

functionality will be increased on a planned, stepped basis to ensure that each element of 

the system can be used as intended to its full potential. Planned developments for the 

future include: 

 

Min-Max Planning 

The Min-Max planning function allows management to set the minimum and maximum 

inventory levels for individual stock items and to replenish the stock by automatically 

generating an order when the stock level falls to the set minimum level.   

This will assist in ensuring that stock levels were maintained at an optimal level. 

 

Cycle Count  

A Cycle Count facility within the inventory module can automatically select a percentage of 

stock items to be counted throughout the year (the frequency for this can be determined 

when the cycle count is created). This should enhance inventory accuracy and allow for 

timely investigation into any stock discrepancy.  Cycle counting could also be used to help 

in identifying any patterns in any errors found, such as regular discrepancies on similar 

types of item or human error.   

Agreed management action:  

Final features, as described by the inventory 

team to the auditors, remain outstanding and 

are currently being implemented by the 

Commercial team and Oracle in order to 

achieve full implementation and benefit from 

the system. 

Credit should be given to the team who, 

without previous experience and with 

increased “day job” demands replaced a 

system that would have become vulnerable to 

cyber attacks (without significant investment) 

with a new, efficient state of the art lean 

system that is future proof, provides vfm meets 

the requirements of Vision 25 and provides 

features such as auto approval and self 

service. 

Achieved benefits have included enabling a 

Commercial Department redesign, £67k 

Budget saving and Headcount reduction which 

has created additional bandwidth to focus on 

many strategic contracts. 



Audit of Financial Systems - Inventory 

9 

 

Punchout  

Punchout provides a direct link to the supplier’s catalogues which suppliers maintain 

themselves. Use of the Punchout would remove the need for the Stores team to manually 

upload internal Blanket Purchase Agreements (BPA) to the system which is currently the 

practice. This function would reduce administration in relation to BPA catalogue 

maintenance and would also remove the potential for human error in the accuracy of 

pricing for any purchase orders raised via the BPAs. We are advised that the first Punchout 

is currently in development. 

 

Once implemented these additional functions would streamline processes for the team and 

create efficiencies.  

 

We are informed that the Joint CFO, as Senior Reporting Officer (SRO) for the project, has 

oversight regarding progress on implementing the additional functionality and benefits 

delivered, and is responsible for reporting progress to the Management Board. 

As the SRO is a member of Chief Officers 

Group, Executive team, Management Board, 

Collaboration Board and Service Design Board  

each of these Boards has been briefed on 

updates. 

In addition the Head of Commercial provided a 

briefing at the annual review at the Joint Audit 

Committee. 

As the material benefits identified at the start of 

the transformation program have now been 

delivered, the final features will deliver 

smoother operation rather than material 

benefits. 

 

Recommendation 1: 

Once the system is fully implemented this should be formally reported by the SRO to 

Management Board to confirm that the improvements have been delivered and benefits 

realised. 

Risk exposure if not addressed: 

• Improvements are not implemented on a timely basis 

• Planned efficiencies are not delivered 

 

Responsible manager for implementing:  

Head of Commercial 

Date to be implemented: 

31/12/2022 
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Advisory issue 

Audit finding Management response 

Stock Turnover Reports 

Although stock levels in the Oracle Fusion system automatically update following items 

being reserved and shipped to the requester, there are currently no reports available that 

would show the history / turnover of an item, detailing for example the number that have 

been issued in a period / how often they are issued. 

 

We are advised that a library of reports is still in the early stages of being developed.   

 

If such a report was in place it could provide useful management information to identify any 

trends and also help in determining more accurate minimum - maximum levels. 

Agreed management action:  

A range of reports are under discussion/review 

Recommendation 2: 

Management should consider developing a report that provides details on the number / 

frequency an item has been issued / re-ordered. 

Risk exposure if not addressed: 

• Insufficient stock in hand to meet demands of the Service  

 

 

Responsible manager for implementing:  

Barry Leighton 

Date to be implemented: 

12/2022 
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Advisory issue 

Audit finding Management response 

Stock Taking Procedures 

A ‘Physical Inventory Guidance’ document has been produced to set out the various 

processes within the Fusion system (for example, creating an inventory, enter a stock 

count and requesting approvals etc). 

 

We are advised that the annual stores count is carried out in pairs with one member of the 

stores team and a person from another department. Once the count has been completed, 

the stock sheet is signed / initialled by both participants. 

 

The Commercial Manager will carry out an additional check if there are any discrepancies 

or there is a need for a re-count and will sign to confirm his involvement. 

 

The documented ‘Physical Inventory Guidance’ procedure only includes the Fusion system 

processes, they do not specify the operational human element of the process, for example 

that two people are required to count together. 

 

Agreed management action:  

Written instructions that are in place will be 

clarified to include the recommendation 

Recommendation 3: 

Management should ensure that stock taking procedures are updated and include the 

operational aspects of how the stock counts should be undertaken, for example by two 

people and the steps to take should a recount be required. 

Risk exposure if not addressed: 

• Ineffective systems of internal control in place due to procedures being inadequately 

defined 

Responsible manager for implementing:  

Barry Leighton 

Date to be implemented: 

03/2022 

 



 

 

Appendix A  

Audit Assurance Opinions 

There are four levels of assurance used, these are defined as follows: 

Assurance Level Definition 

Substantial Sound frameworks of governance, risk management and internal control are in place and are operating 
effectively. Recommendations, if any, will typically be no greater than advisory. 

Reasonable Frameworks of governance, risk management and internal control are generally sound with some opportunities 
to further develop the frameworks or compliance with them.  Recommendations will typically be no greater than 
medium priority. 

Partial Weaknesses in the frameworks of governance, risk management and/or internal control have been identified or 
there are areas of non-compliance with the established control framework which place the achievement of 
system / service objectives at risk. Recommendations will typically include high and medium priority issues. 

Limited There are significant gaps in the governance, risk management and/or internal control frameworks or there are 
major lapses in compliance with the control framework that place the achievement of system / service 
objectives at significant risk. Recommendations will include high priority issues. 

 

Grading of Audit Recommendations 

Audit recommendations are graded in terms of their priority and risk exposure if the issue identified was to remain unaddressed. There are 

three levels of audit recommendations used; high, medium and advisory, the definitions of which are explained below: 

Grading Definition 

High A recommendation to address a significant gap in governance, risk management or internal control frameworks 
or to address significant non-compliance with controls in place. 
 

Medium A recommendation to address a gap in governance, risk management or internal control frameworks or to 
address aspects of non-compliance with controls in place. 
 

Advisory A recommendation to further strengthen governance, risk management or internal control frameworks or to 
improve compliance with existing controls. 
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