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As a practising member firm of the Institute of Chartered Accountants in England and Wales (ICAEW), we are subject to its ethical 
and other professional requirements which are detailed at http://www.icaew.com/en/members/regulations-standards-and-guidance. 
 
The matters raised in this report are only those which came to our attention during the course of our review and are not necessarily 
a comprehensive statement of all the weaknesses that exist or all improvements that might be made. 
 
Recommendations for improvements should be assessed by you for their full impact before they are implemented. This report, or 
our work, should not be taken as a substitute for management’s responsibilities for the application of sound commercial practices. 
We emphasise that the responsibility for a sound system of internal controls rests with management and our work should not be 
relied upon to identify all strengths and weaknesses that may exist. Neither should our work be relied upon to identify all 
circumstances of fraud and irregularity should there be any. 
 
This report is supplied on the understanding that it is solely for the use of the persons to whom it is addressed and for the purposes 
set out herein. Our work has been undertaken solely to prepare this report and state those matters that we have agreed to state to 
them. This report should not therefore be regarded as suitable to be used or relied on by any other party wishing to acquire any 
rights from RSM Risk Assurance Services LLP for any purpose or in any context. Any party other than the Council which obtains 
access to this report or a copy and chooses to rely on this report (or any part of it) will do so at its own risk. To the fullest extent 
permitted by law, RSM Risk Assurance Services LLP will accept no responsibility or liability in respect of this report to any other 
party and shall not be liable for any loss, damage or expense of whatsoever nature which is caused by any person’s reliance on 
representations in this report.  
 
This report is released to our Client on the basis that it shall not be copied, referred to or disclosed, in whole or in part (save as 
otherwise permitted by agreed written terms), without our prior written consent.  
 
We have no responsibility to update this report for events and circumstances occurring after the date of this report.  
 

RSM Risk Assurance Services LLP is a limited liability partnership registered in England and Wales no. OC389499 at 6th floor, 25 

Farringdon Street, London EC4A 4AB.
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1 INTRODUCTION 

The internal audit plan 2017/18 was approved by Governance and Audit Committee on 21 March 2017 and included a 

total of 20 planned reviews. 

This report provides a summary update on progress against that plan and summarises the results of our work to date. 

Please see chart below for progress against the plan. 
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1

Assignments Complete Assignments in Progress Assignments Not Yet Due
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2 REPORTS CONSIDERED AT THIS GOVERNANCE 
AND AUDIT COMMITTEE 

This table informs of the audit assignments that have been completed since the last Governance and Audit 

Committee. 

The Executive Summary and Key Findings of the assignments below are attached to this progress report. 

Assignment Status Opinion issued 
Actions agreed 

H M L 

Cyber Security (5.17/18) * Final 

 

 0  4  5 

Housing Benefit (6.17/18) Final 

 

 0  2 1 

Payroll and Expenses (7.17/18) Final 

 

 0  2  0 

Risk Management (9.17/18) Final 

 

 0   1  1 

 
Follow Up 2 (11.17/18) * 
 

Final Good Progress  0  1  0 

 
 
* The Cyber Security report and the Follow Up 2 report will be presented to the Governance and Audit Committee separately. 
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2.1 Impact of findings to date 

 

 

Housing Benefit 

Conclusion: Substantial Assurance 

Impact on Annual Opinion: Positive 

As a result of testing undertaken, two medium priority and one low priority findings were identified, 
and management actions were agreed for all findings. 

The medium findings related to:   

• For a sample of 15 users on the housing benefits system, in one instance a declaration of interest could not 

be located and for five members of staff, a declaration was on file signed and dated, however the declaration 

was not completed in the last 12 months and was therefore out of date.  

 

• For a sample of 10 weeks BACS payments confirmed in all instances the value of the payment corresponds 

throughout the process and appropriate authorisation is in place. However, it was noted that the same person 

submitting the BACS payment was also checking the submission value. In addition, it was noted in all 10 

instances the date of checking the submission was not documented.  

 

 

Payroll and Expenses 

Conclusion: Substantial Assurance 

Impact on Annual Opinion: Positive 

As a result of testing undertaken, two medium priority findings were identified, and management 
actions were agreed for both findings. 

The medium findings related to:   

• Testing the payroll payment reports for April 2017 to September 2017 established that in one case there was 

no segregation of duties in the authorisation (transmitted by) and the checking of the BACS transmission 

report for one payroll payment run.  

 

• Testing the payroll exception reports for the period April 2017 to September 2017 identified 15 instances 

where the payroll / exception reports were not subject to checking and/or review as the reports were not 

signed and/or dated to confirm this check. On testing the BACS transmission reports and outputs reports 

testing identified three cases where the document was not dated / signed and dated and as a result it could 

not be confirmed if the reports had been checked / reviewed.  
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Risk Management 

Conclusion: Substantial Assurance 

Impact on Annual Opinion: Positive 

As a result of testing undertaken, one medium priority and one low priority findings were identified, 
and management actions were agreed for both findings. 

The medium finding related to:   

• Through review of RMG meeting minutes, it was confirmed that in some instances attendance from particular 

service areas was relatively poor. As such, the process of identifying, evaluating, controlling and reviewing 

risks may not be adequate which could have an impact on the service area.  
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3 LOOKING AHEAD 

Assignment area Planned 
commencement date 

Status 

Purchasing Cards – Advisory Review * n/a Draft Report Issued 

Complaints & Freedom of Information – Advisory Review * n/a Draft Report Issued 

Missed Bins * n/a In Progress 

Data Protection Q4 In Progress 

IT Review 2 – Software Development Lifecycle Q3 Scheduled 08/01/2018 

Health and Safety Q2 Scheduled 22/01/2018 

Follow Up 3 Q4 Scheduled 05/02/2018 

Corporate Governance Q3 Scheduled 05/03/2018 

 

* additional reviews requested by management – see details in section 4.1 (Changes to the audit plan). 
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4 OTHER MATTERS 

4.1 Changes to the audit plan 

Following discussion with management it has been agreed to remove the four continuous assurance reviews from the 

Internal Audit plan and allocate the days to contingency. 

At the request of management, three advisory reviews have been included in the audit plan for 2017/18 and these are: 

Housing Benefits Overpayments, Complaints & Freedom of Information and Purchasing Cards. The final report has 

been issued to management for the Housing Benefits Overpayments advisory review. Draft reports have been issued 

for the remaining advisory reviews. 

As discussed at the previous Governance and Audit Committee meeting, we have recently completed a review of 

Missed Bins and the results of that review will be presented to the next meeting of the Committee. 

Recruitment & Retention and Homelessness audits have been deferred to 2018/19 at the request of management.   

 

Recruitment & Retention is being deferred due to the implementation of a new Payroll and HR System which will be 

introduced into the organisation by May 2018. Further, one of the team of two officers who are responsible for 

recruitment and selection will be on maternity leave and the other is heavily involved in the transfer of the old 

payroll/HR system to the new. 

 

Homelessness is being deferred as the existing service provision is undergoing change with the introduction of the 

Homelessness Reduction Act 2017.  A review in 2018/19 will allow management to evaluate its systems and 

processes in line with the Act. 

4.2 Audit Needs Assessment 2018/19 

In January 2018, RSM Risk Assurance (Internal Audit) will be meeting with the Council’s Management Team to 

discuss the Internal Audit Plan for 2018/19 and the Internal Audit Strategy for 2018/19-2020/21. As part of our Audit 

Needs Assessment we will also review the Council’s strategic objectives, risk register and management reports.  

We will also take in to account any issues facing the Local Government sector; however, we would also welcome the 

Governance and Audit Committee’s input in to any auditable areas the Committee feel should be included. We would 

be happy to meet with Committee members if requested. 
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APPENDIX A: INTERNAL AUDIT ASSIGNMENTS 
COMPLETED TO DATE 

Report previously seen by the Group Audit & Risk Committee and included for information purposes only: 

Assignment Status Opinion issued 
Actions agreed 

H M L 

Asset Management Plan (HRA) 
(2.17/18) 

Final 

 

0 2 1 

Business Continuity (4.17/18) Final 

 

0 4 1 

Follow Up 1 (3.17/18) Final  Reasonable progress 0 2 0 
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FOR FURTHER INFORMATION CONTACT 

Chris Williams, Head of Internal Audit 

chris.williams@rsmuk.com 

Tel: 07753 584 993 

 

Amjad Ali, Senior Manager 

amjad.ali@rsmuk.com 

Tel: 07800 617 139 

 

Address: 

RSM Risk Assurance Services LLP 

Suite A, 7th Floor 

City Gate East 

Tollhouse Hill 

Nottingham NG1 5FS 

Phone: 0115 964 4450 
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1.1 Background  

An audit of Housing Benefits was undertaken as part of the approved internal audit plan for 2017/18. 

Housing benefit is provided to claimants with lower income to help cover their rental fees and are paid to private 

tenants on a four-weekly cycle with rent rebates being paid weekly. Currently the team responsible for housing 

benefits is managed by the Benefits Manager who oversees three Technical Support Officers, three Benefit Co-

ordinator's and 13 Benefits Officers/Apprentices who process claims on a daily basis.  

New claims and changes of circumstances are received through the post, via a telephone call or electronic notification 

and supporting documentation is then required to process the claim based on set criteria being adhered to and 

eligibility requirements being met. These changes of circumstances and new claims are randomly filtered to undergo a 

quality review process by a Benefits Co-ordinator. Any overpayments created due to varying circumstances are 

recovered with a weekly batch of invoices being processed and claimants being notified. 

At the time of the audit, the Council had a total of 9,245 live housing benefit claims and since 1 April 2017 a total of 

£6,158,673 had been paid to Council tenants and £7,341,313 had been paid to Private and Housing Association 

Tenants.  

1.2 Conclusion  

Our review identified that the internal controls for the housing benefit function are in place and working effectively for 

the processing of claims and day to day management of housing benefits. However, we have identified two 'medium' 

and one ‘low’ management actions relating to user access, declarations of interest and segregation of duties in the 

BACS payment process.  

Internal audit opinion: 

Taking account of the issues identified, the Council can 

take substantial assurance that the controls upon which 

the organisation relies to manage the identified risk(s) are 

suitably designed, consistently applied and operating 

effectively. 
 

 

1.3 Key findings 

The key findings from this review are as follows: 

• Substantial procedure notes are in place relating to the housing benefit function and throughout the audit these 

were confirmed as up to date and reflective of current working practice.  

• Housing benefit parameters notified by the Department for Work and Pensions at the beginning of each financial 

year were confirmed to be updated onto the system correctly for a sample of 15 values and reviewed by the 

Benefits Manager. 

• For a sample of 20 new claims, in all instances they were processed upon receipt of adequate supporting 

documentation and accuracy checks confirmed these were set up correctly. 

HOUSING BENEFITS - EXECUTIVE SUMMARY 
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• For a sample of 20 changes in circumstances, all were amended upon receipt of supporting documentation and 

processed accurately. 

• For 15 write offs, in all instances a suitable reason for write off was documented and segregation of duties existed 

between the requester and approver. 

• For 15 overpayments, in all cases attempts had been made to recover the payments and where required they had 

been passed on to the debt recovery or sundry debtors teams. 

However, the following weaknesses were identified: 

• Through testing a sample of 15 users, it was identified that two members of staff who had now left the organisation 

had not been removed from the housing benefit system. 

• In addition, for the same sample of 15 users it was identified that in five instances a declaration of interest was not 

completed in the past 12 months as required and one declaration of interest could not be located. 

• Testing of the past 10 weeks BACS payments identified that in seven instances segregation of duties was not 

present between the officer submitting the payment and the officer checking the submission was correct. In 

addition, the date of check was not documented for any of the weeks tested.  

 

1.4 Additional information to support our conclusion 

The following table highlights the number and categories of management actions made. The detailed findings section 

lists the specific actions agreed with management to implement. 

* Shows the number of controls not adequately designed or not complied with. The number in brackets represents the total number of controls 

reviewed in this area. 

Risk Control 

design not 

effective* 

Non-

Compliance 

with controls* 

Agreed management actions 

Low Medium High 

Claims are not processed in line with 

legislation. 
0 (15) 3 (15) 1 2 0 

Total  

 

1 2 0 
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2 DETAILED FINDINGS 

Categorisation of internal audit findings 

Priority Definition 

Low  There is scope for enhancing control or improving efficiency and quality. 

Medium Timely management attention is necessary. This is an internal control risk management issue that could lead to: Financial losses which could affect the 

effective function of a department, loss of controls or process being audited or possible regulatory scrutiny/reputational damage, negative publicity in local 

or regional media. 

High Immediate management attention is necessary. This is a serious internal control or risk management issue that may lead to: Substantial losses, violation 

of corporate strategies, policies or values, regulatory scrutiny, reputational damage, negative publicity in national or international media or adverse 

regulatory impact, such as loss of operating licences or material fines. 

 

This report has been prepared by exception. Therefore, we have included in this section, only those risks of weakness in control or examples of lapses in control identified 

from our testing and not the outcome of all internal audit testing undertaken. 

Ref Control Adequate 

control 

design 

Controls 

complied 

with 

Audit findings and implications Priority Action for management Implementation 

date 

Responsible 

owner 

Risk: Claims are not processed in line with legalisation. 

1 Access to the system is 

restricted to designated 

staff members via 

username and 

password. 

Yes No A current user list was obtained and 

testing of 15 users confirmed in all 

instances their job role requires 

access to the system and therefore 

was deemed appropriate. However, 

testing also identified two members 

of staff who have now left the 

organisation and had not had their 

access revoked.    

There is a risk that the current user 

list is not up to date and 

unauthorised members of staff could 

still access the housing benefit 

system. 

Low An annual review will be 

undertaken to confirm the 

access list to the housing 

benefits system only 

contains current staff 

members. 

13 October 2017 System Support 

Officer 
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Ref Control Adequate 

control 

design 

Controls 

complied 

with 

Audit findings and implications Priority Action for management Implementation 

date 

Responsible 

owner 

2 Staff are required to fill 

out a declaration of 

interests form on an 

annual basis to confirm 

any relatives or close 

friends living in the 

district whose account 

they may be able to 

view on the housing 

benefits system. 

Yes No Sample testing of 15 users of the 

housing benefit system found that:   

- In nine instances an up to date 

declaration was on file signed and 

dated;  

- In one instance a declaration of 

interest could not be located and 

was now a leaver; and   

- For five members of staff, a 

declaration was on file signed and 

dated, however the declaration was 

not completed in the last 12 months 

and was therefore out of date.   

There is a risk that where 

declarations are not completed on 

an annual basis, staff may have 

access to their own or family 

members housing benefit accounts 

and can make unauthorised 

changes. 

Medium An annual review will be 

undertaken to ensure all 

declarations of interest 

are returned by staff and 

maintained on file. 

31 January 2018 System Support 

Officer 

3 Payment of housing 

benefit to private 

tenants is made on a 

four-week cycle by 

BACS and rent rebates 

are paid on a weekly 

basis by BACS.  

The list of claimants is 

processed automatically 

by the housing benefit 

system and signed off 

Yes No Testing of the last 10 weeks BACS 

payments confirmed in all instances 

the value of the payment 

corresponds throughout the process 

and appropriate authorisation is in 

place. However, it was noted that 

the same person submitting the 

BACS payment was also checking 

the submission value. In addition, it 

was noted in all 10 instances the 

Medium All BACS payments will 

be submitted and 

checked by independent 

members of staff and in 

all instances the reviews 

will be signed and dated. 

13 October 2017 Senior 

Exchequer 

Services Officer 

Page 14 of 26



 

  South Kesteven District Council Housing Benefit 6.17/18  

Ref Control Adequate 

control 

design 

Controls 

complied 

with 

Audit findings and implications Priority Action for management Implementation 

date 

Responsible 

owner 

by two members of the 

Compliance or Revenue 

and Benefits Team.   

The BACS are then 

further authorised by a 

senior member of the 

Finance Department 

and processed for 

payment by either the 

Exchequer Services 

and Payroll Officer or 

Senior Exchequer 

Services Officer. 

date of checking the submission was 

not documented.    

There is a risk that where 

segregations of duties do not exist, 

there is an increased chance of 

fraud or errors occurring and going 

unnoticed. In addition, there is a risk 

that errors are not picked up and 

dealt with in a timely manner if the 

submission check is not dated. 
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1.1 Background  

A review of Payroll and Expenses was undertaken as part of the approved Internal Audit Plan for 2017/18. 

The Council’s integrated Payroll System, Teamspirit was introduced in March 2013. The system allows both the 

Payroll and People & Organisational Development Departments to access and update the system, preventing the 

duplication of records. The Council’s payroll function is managed by the officers within Exchequer Services and is 

overseen by the Management Accountant Team Leader.  

The Council’s payroll is paid on the third Friday of every month, with separate officers involved in the preparation and 

verification of the payroll. Amendments processed within the period are highlighted on the exception reports produced 

each month.  

New starters, leavers and amendments are input by a member of the People & Organisational Development 

Department, with an automatic system generated e-mail sent to the Payroll Department notifying them of the action 

taken. The Payroll team then update Teamspirit with information relating to the employee’s pay, including tax codes 

and National Insurance details, with a second officer reviewing the information entered for accuracy.  

Expenses are primarily submitted through the self-service portal introduced by the Council. Those employees with 

access to the portal enter the details of each expense incurred, with a workflow generated on the system for the 

relevant line manager to authorise the claim. Where employees do not have access to the portal, manual claim forms 

are completed and then authorised by the relevant manager. Expense claims are paid following authorisation, with the 

Payroll function undertaking a monthly sample check on claims submitted to ensure that management are reviewing 

receipts to support each claim.  

For the period April 2017 to September 2017 an average of 784 payroll transactions per month were processed by the 

Payroll function with the total cost of the payroll transactions ranging monthly between £880,991 to £953,731.   

1.2 Conclusion 

Our work confirmed that there are adequate controls in place for payroll however testing identified that the controls are 

not always consistently applied. Testing identified that payroll / exception reports and BACS reports / transmission 

reports were not always signed and dated and there were lapses in segregation of duties in the checking and 

reviewing of the report. 

Internal audit opinion: 

Taking account of the issues identified, the Council can 

take substantial assurance that the controls upon which 

the organisation relies to manage the identified areas are 

suitably designed, consistently applied and operating 

effectively. 
 

 

 

 

PAYROLL AND EXPENSES - EXECUTIVE SUMMARY 
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1.3 Key findings 

Our audit review identified that the following controls are suitably designed, consistently applied and are operating 

effectively:  

• The Financial Regulations are included within the Council's Constitution and detail responsibility for the payroll 
function. The Constitution is available on the Council's website. The Financial Regulations were last reviewed in 
April 2016.   

• Procedural documentation on the payroll processes and use of the payroll system, have been developed and 
made available to staff.  

• The Council has an approved authorised signatories list in place which details delegated authority limits for the 
approval of expense claims and BACS approvals. 

• Access to the payroll module on Teamspirit is provided to designated members of staff. On review, it was noted 
that all staff with dedicated access rights were found to be a staff member within the HR Team, Payroll Team as 
well as access provided to ICT and a supervisor user set-up. 

• New starters are input to the payroll system, by a member of the People & Organisational Development Team 
(PODT) following receipt of a completed commencement form. The commencement forms are retained on file by 
PODT. A work flow is generated overnight, with an e-mail automatically generated and sent to Payroll who update 
the system with payroll related information including tax codes, National Insurance and pension details. This 
information is reviewed by a second officer prior to payments being processed. Sample testing of 20 new starters 
did not identify any issues.   

• A leaver form is used to inform the Payroll function of all staff who are leaving employment with the Council. The 
forms are completed and authorised by the Line Manager and passed to the PODT for input onto Teamspirit prior 
to processing by the Payroll Department. The Payroll Department calculate the leaver's final payment which is 
reviewed by a second officer prior to processing and the issuing of a P45. Leaver forms are retained on file by the 
Payroll Team. Testing a sample of 20 leavers did not identify any issues.  

• Monies owed to the Council by employees are identified prior to their leave date. These are formally notified to the 
individual and an arrangement for repayment is formally agreed. Where the arrangement is not adhered to the 
individual is pursued in line with the standard debtor procedures. On testing a sample of 20 leavers there was one 
instance where an employee had outstanding monies owing to the Council and this is currently being recovered 
through the payroll as the employee had re-commenced employment with the Council shortly after leaving. 

• Amendments are input onto the system by a member of the PODT or by employees themselves via self-service 
when amending personal details. On testing a sample of 20 amendments, no issues were identified. 

• Payroll is notified of voluntary deductions by employees providing completed and signed forms and confirmation 
from scheme providers; receives formal notification of involuntary deductions in the form of court orders issued by 
the Child Support Agency, courts and other authorities. Testing a sample of 20 amendments did not identify any 
issues.  

• The Council has an Expenses Policy which outlines the approach to claiming expenses. The Policy has been 
communicated to staff via the Intranet and includes guidance on claims relating to travel, overnight 
accommodation, subsistence, entertaining expenses and rates are covered within the Expenses Policy. A user 
guide on submitting a claim has been made available to staff on the Intranet. Testing a sample of 25 self-service 
claims and five councillor claims did not identify any issues. 
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However, the two medium priority findings are in relation to: 

• Testing the payroll payment reports for April 2017 to September 2017 established that in one case there was no 

segregation of duties in the authorisation (transmitted by) and the checking of the BACS transmission report for 

one payroll payment run.  

 

• Testing the payroll exception reports for the period April 2017 to September 2017 identified 15 instances where 

the payroll / exception reports were not subject to checking and/or review as the reports were not signed and/or 

dated to confirm this check. On testing the BACS transmission reports and outputs reports testing identified three 

cases where the document was not dated / signed and dated and as a result it could not be confirmed if the 

reports had been checked / reviewed.      

1.4 Additional information to support our conclusion 

The following table highlights the number and categories of management actions made. The detailed findings section 

lists the specific actions agreed with management to implement. 

* Shows the number of controls not adequately designed or not complied with. The number in brackets represents the total number of controls 

reviewed in this area.  
 

Area Control 

design not 

effective* 

Non 

Compliance 

with controls* 

Agreed management actions 

Low Medium High 

Procedural Documentation 0 (4) 0 (4) 0 0 0 

Starters 0 (1) 0 (1) 0 0 0 

Leavers 0 (2) 0 (2) 0 0 0 

Amendments 0 (1) 0 (1) 0 0 0 

Deductions 0 (1) 0 (1) 0 0 0 

Expenses 0 (3) 0 (3) 0 0 0 

Checking and Payment Authorisation 0 (5) 2 (5) 0 2 0 

Total  

 

0 2 0 
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2 DETAILED FINDINGS 

Categorisation of internal audit findings 

Priority Definition 

Low  There is scope for enhancing control or improving efficiency and quality. 

Medium Timely management attention is necessary. This is an internal control risk management issue that could lead to: Financial losses which could affect the 

effective function of a department, loss of controls or process being audited or possible regulatory scrutiny/reputational damage, negative publicity in local 

or regional media. 

High Immediate management attention is necessary. This is a serious internal control or risk management issue that may lead to: Substantial losses, violation 

of corporate strategies, policies or values, regulatory scrutiny, reputational damage, negative publicity in national or international media or adverse 

regulatory impact, such as loss of operating licences or material fines. 

 

This report has been prepared by exception. Therefore, we have included in this section, only those areas of weakness in control or examples of lapses in control identified 

from our testing and not the outcome of all internal audit testing undertaken. 

Ref Control Adequate 

control 

design 

(yes/no) 

Controls 

complied 

with 

(yes/no) 

Audit findings and implications Priority Action for management Implementation 

date 

Responsible 

owner 

Area: Checking and Payment Authorisation 

1 There is segregation of 

duties in:   

The processing and 

checking of the payroll 

and the independent 

review of the payroll 

reports.  

 

Yes No Testing the payroll payment reports 

for April 2017 to September 2017 

established that:  

BACS 
 
There was no segregation of duties 
in the authorisation (transmitted by) 
and the checking of the BACS 
transmission report for one payroll 
payment run.   
 
There is an increased risk of fraud 
and / or error occurring where the 
process is undertaken by the same 
member of staff. 

Medium We will ensure that there 

is segregation of duties in 

the processing and 

checking of the payroll 

reports and the review of 

the payroll reports.   

 

30 November 

2017 

Senior 

Exchequer 

Services Officer 

Page 19 of 26



 

  South Kesteven District Council Payroll and Expenses 7.17/18 | 6 

Ref Control Adequate 

control 

design 

(yes/no) 

Controls 

complied 

with 

(yes/no) 

Audit findings and implications Priority Action for management Implementation 

date 

Responsible 

owner 

2 Payroll reports are 

produced and checked 

by the Payroll function 

prior to each payroll run 

and include details of 

amendments processed 

within the period.   

Once produced, the 

payroll reports, the 

BACS Output reports, 

and the BACS Request 

form is checked by 

member of staff 

processing the payroll 

and is reviewed by the 

Accounting Team 

Leader, the Senior 

Exchequer Services 

Officer of the 

Exchequer Services 

Officer. The reports are 

signed and dated to 

confirm the checking 

and review of the 

payroll reports. 

Yes No Testing of the April 2017 to 

September 2017 payroll records 

established the following:   

Payroll Reports 

 a) In two instances, it could not be 
confirmed if the changes summary 
was subject to review as the 
changes summary sheet was not 
signed and dated to confirm this 
review.   

b) In one instance the Pre-exception 
reports was not signed and dated by 
the member of staff processing the 
payroll. 

 c) In four instances the date the 
Pre-exception reports were reviewed 
was not recorded on the reports and 
as a result it could not be 
established if the review was 
undertaken on a timely basis (before 
the payroll was transmitted).   

d) In four instances the monthly 
adjustments summary was not 
signed and dated by the member of 
staff processing the payroll and as a 
result it could not be confirmed if the 
adjustment summary had been 
subject to checking.    

e) In three instances, it could not be 
confirmed that the monthly financial 
summary was subject to checking as 
the summary was not signed and 
dated to confirm this check.      

Medium Staff members involved 

in the processing, 

checking, reviewing the 

payroll, transmitting the 

payroll; and checking the 

transmission reports, will 

be reminded to ensure 

that all reports are signed 

and dated to confirm the 

checking and review of 

the reports.  Historically it 

was not a requirement to 

sign d) and e). 

30 November 

2017 

Senior 

Exchequer 

Services Officer 
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Ref Control Adequate 

control 

design 

(yes/no) 

Controls 

complied 

with 

(yes/no) 

Audit findings and implications Priority Action for management Implementation 

date 

Responsible 

owner 

 f) In one instance the Post 
exception reports were not dated by 
the reviewer and as a result it could 
not be confirmed that the reports 
were reviewed on a timely basis.  

 

BACS  

g) In two instances that the BACS 

transmission check completed was 

not dated.    

h) In one instance, it could not be 

confirmed if the required checks had 

been carried out on the BACS output 

report for staff and councillors as the 

reports were not signed and dated to 

confirm this check.   

There is an increased risk of fraud 

occurring where the BACS output 

reports are not subject to checking. 

There is also a risk that error may 

not be identified and on a timely 

basis.    
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1.1 Background  

An audit on Risk Management was undertaken as part of the agreed Internal Audit Plan for 2017/18. Our review was 

undertaken to ensure processes are in place to identify, assess and manage the risks the Council faces. 

Risk Management is fundamental to the Council’s achievement of its strategic objectives. The Council’s Leadership 

Team has a small number of interim officers who contribute to the overall risk management and control framework and 

therefore it is imperative that there is an effective risk management system and assurance framework. The 

achievement of the Council’s strategic objectives is underpinned by the effectiveness of the controls identified to 

mitigate the principal risks which would affect the objectives being attained.   

South Kesteven District Council has documented Corporate and Service Risk Registers in place. The Corporate Risk 

Register contains those risks which may impact achievement of the Council’s strategic objectives, whereas the 

Service Risk Register documents risks identified at an operational level for each service area. In order to ensure the 

risk registers are appropriate, the Council has utilised external support to ensure that its risk register is robust and 

reflective of the risk environment it operates in.  

The Corporate Risk Register is reviewed quarterly by Assistant Directors and is presented to Governance & Audit 

Committee for approval twice a year. 

 

A full review of the Service Risk Register is completed bi-annually. This process is facilitated by the Governance and 

Risk Officer having meetings with all Service Managers to discuss the risks already recorded on the Risk Register and 

to consider any new risks that needed to be included.  

 

1.2 Conclusion  

Our overall opinion was formed by undertaking interviews with key staff and reviewing documentation on the Council’s 

Risk Management procedures, to ensure processes are in place to identify, assess and manage the risks the Council 

faces. Our audit work has confirmed that the control framework in place is robust; however, we have agreed one 

‘medium’ and one ‘low’ priority management action. The ‘medium’ priority finding relates to the fact that there are clear 

inconsistencies in the level of engagement from a small number of Service Managers, which was reflected through 

review of attendance at the Risk Management Group (RMG).  

 

Internal audit opinion: 

Taking account of the issues identified, the Council can 

take substantial assurance that the controls upon which 

the organisation relies to manage the identified risk(s) are 

suitably designed, consistently applied and operating 

effectively. 
 

 

RISK MANAGEMENT - EXECUTIVE SUMMARY 
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1.3 Key findings 

The key findings from this review are as follows: 

• The Council has a documented Risk Management Framework which was updated in 2015 and covers the period 

2015-17. The Framework was approved by the Governance and Audit Committee on 24 September 2015. The 

Framework includes guidance on the identification, assessment, evaluation, treatment and reporting of risks. 

• The Risk Management Framework sets out the risk identification, evaluation and management process, including 

how the impact and likelihood factors should be scored. All risks were documented and confirmed to have been 

assessed in terms of likelihood and impact. The gross and net risk was also detailed. Risks were prioritised to 

ensure that the most significant risks are reviewed more often than lower risks. 

• Roles and responsibilities are set out within the Risk Management Framework for all levels throughout the Council. 

• The Council has a Corporate Risk Register in place which identifies the key strategic risks and is subject to regular 

review. All key strategic risks identified are linked to the strategic objectives of the Council.  The Corporate Risk 

Register is reviewed on a quarterly basis with the Assistant Directors. 

• Scoring of the risks is aligned to the matrix within the Framework. Through review of minutes from the Governance 

and Risk Committee, we confirmed that the Register was last subject to review in June 2017. With the recent 

changes upon the structure of the Council’s Leadership Team, it was decided not to review the registers in 

September 2017 as roles and responsibilities were not fully known, especially with the interim officers. The Risk 

Register is next due for review in December 2017. 

• Furthermore, Service Risks are reviewed and updated biannually with the Service Managers. 

• Through review of the Council's Risk Registers, it was confirmed that it included; risks from both internal and 

external sources, different types of risk (financial and operational), risks for all areas and activities, etc. There is a 

reporting process where the Service Risks are managed by Service Managers and the RMG whilst corporate risks 

are managed by Assistant Directors and considered at Governance & Audit Committee.  

• An annual report on Risk Management is presented to the Governance and Audit Committee, covering matters 

such as; Risk Management Framework, Risk Management Internal Audit, Risk Management Group, Strategic 

Reporting; and Service and Corporate Risk Registers. Review of agendas and minutes of the Governance and 

Audit Committee confirmed that the annual report was presented to the Committee on 29 June 2017. 

• The Council is part of the Greater Lincolnshire Risk Management Group (GLRMG). This is a working group 

consisting of all the councils within Lincolnshire and other interested parties. The Group last met in June 2016 to 

report on the common themes / findings for risk topics across the districts / organisations and enable better 

reporting and benchmarking. The Group aim to meet annually and is attended by the Governance & Risk Officer. 

• The Council has a web page on the intranet which is dedicated to Risk Management and can be accessed by staff 

as an initial point of contact should they have any queries on the Risk Management processes. 

However, the following control weaknesses were identified which has resulted in management actions being agreed in 

order to mitigate the risks associated: 
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• Through review of RMG meeting minutes, it was confirmed that in some instances attendance from particular 

service areas was relatively poor. As such, the process of identifying, evaluating, controlling and reviewing risks 

may not be adequate which could have an impact on the service area. 

• It was confirmed that there had been no recent risk management training for staff. There is a risk that staff may not 

be fully engaged with the Risk Management process and the process may not be fully understood by the risk 

owners.  

 

1.4 Additional information to support our conclusion 

The following table highlights the number and categories of management actions made. The detailed findings section 

lists the specific actions agreed with management to implement. 

* Shows the number of controls not adequately designed or not complied with. The number in brackets represents the total number of controls 

reviewed in this area. 

 

Risk Control 

design not 

effective* 

Non 

Compliance 

with controls* 

Agreed management actions 

Low Medium High 

The Council does not have a clear 

methodology in place for identifying and 

mitigating key risks. 

0 (11) 2 (11) 1 1 0 

Total  

 

1 1 0 
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2 DETAILED FINDINGS 

Categorisation of internal audit findings 

Priority Definition 

Low  There is scope for enhancing control or improving efficiency and quality. 

Medium Timely management attention is necessary. This is an internal control risk management issue that could lead to: Financial losses which could affect the 

effective function of a department, loss of controls or process being audited or possible regulatory scrutiny/reputational damage, negative publicity in local 

or regional media. 

High Immediate management attention is necessary. This is a serious internal control or risk management issue that may lead to: Substantial losses, violation 

of corporate strategies, policies or values, regulatory scrutiny, reputational damage, negative publicity in national or international media or adverse 

regulatory impact, such as loss of operating licences or material fines. 

 

This report has been prepared by exception. Therefore, we have included in this section, only those risks of weakness in control or examples of lapses in control identified 

from our testing and not the outcome of all internal audit testing undertaken. 

Ref Control Adequate 

control 

design 

(yes/no) 

Controls 

complied 

with 

(yes/no)  

Audit findings and implications Priority Action for management Implementation 

date 

Responsible 

owner 

Risk: The Council does not have a clear methodology in place for identifying and mitigating key risks. 

1 There is a dedicated 

Risk Management 

Group (RMG) which 

meets quarterly to 

discuss the risks faced 

by the Council. Terms 

of Reference have been 

defined for this Group. 

Yes No Through review of the attendance 

levels at the RMG meetings, it was 

evident that the levels of 

engagement across each of the 

service areas differs. Some Service 

Managers attend every meeting 

whilst other Managers rely on 

deputies to discharge their duties. It 

was confirmed that in some 

instances attendance from some 

service areas was relatively poor. 

Without attending the RMG 

meetings, there is a risk that 

Managers or representatives from 

service areas are not monitoring and 

reviewing their risks regularly, or 

Medium Mandatory attendance at 

Risk Management Group 

(RMG) meetings will be 

communicated to Service 

Managers and/or 

representatives from 

each service area.   

Attendance at RMG 

meetings will be 

monitored going forward 

to ensure that all service 

areas are represented at 

meetings. 

31 January 2018 All Service 

Managers 
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Ref Control Adequate 

control 

design 

(yes/no) 

Controls 

complied 

with 

(yes/no)  

Audit findings and implications Priority Action for management Implementation 

date 

Responsible 

owner 

may not be aware of the risk profile 

across the Council. 

2 Training is provided to 

the appropriate staff on 

Risk Management. 

Yes No The Council’s Leadership Team has 

a small number of interim officers 

who contribute to the overall risk 

management and control framework 

and therefore it is imperative that 

there is an effective risk 

management system and assurance 

framework 

Low A training and 

development programme 

will be developed and 

provided to all Officers 

with responsibility for 

risk. 

31 January 2018 Governance and 

Risk Officer 
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