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The internal audit plan for 2018/19 was approved by the Governance and Audit Committee on 22 March 2018. Below 
provides a summary update on progress against that plan and summarises the results of our work to date. Please see 
chart below for current progress with the plan.  
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1 INTRODUCTION 
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This table informs of the audit assignments that have been completed and the impacts of those findings since the last 
Governance and Audit Committee held. The Executive Summary and Key Findings of the assignments below are 
attached to this progress report.  

Assignments Status Opinion issued Actions agreed  

   H M L 

Land Charges (8.18/19) Final 

 

0 2 2 

Members Allowances and Expenses 
(9.18/19) 

Final 

 

0 2 1 

Purchase Orders and Creditors 
(10.18/19) 

Final 

 

0 1 1 

 

 

 

 

 

 

 

 

 

2 REPORTS CONSIDERED AT THIS GOVERNANCE 
AND AUDIT COMMITTEE 
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2.1 Impact of findings to date 

 

Land Charges (8.18/19) 

Conclusion: Reasonable Assurance 

Impact on Annual Opinion: Positive 

As a result of testing, two medium and two low priority actions were identified. Management actions 
were agreed in respect of these findings. 

The medium priority findings were in relation to: 

 5/15 registrations were added to the register between 30 and 215 days after the notification was 
received. We were informed by the Senior Land Charges Officer that there was previously a 
significant backlog within the department which has now been cleared. There is no defined filing 
system to be able to keep track of notifications received, with documents being kept in various 
electronic folders and hard copies left on desks in no particular order. 

 There is no independent check of registrations which have been added to or removed from the 
register to confirm that the change has been made accurately and appropriately.  

 

Members Allowances and Expenses (9.18/19) 

Conclusion: Substantial Assurance 

Impact on Annual Opinion: Positive 

As a result of testing, two medium and one low priority actions were identified. Management actions 
were agreed in respect of these findings.  

The medium priority findings were in relation to: 

 In accordance with public disclosure requirements, all Members Allowances and Expenses 
claimed are required to be published by the Council on its website and in the local press and are 
to be made available for scrutiny. However, on review of the Council’s website it was 
established that this information is yet to be published for 2017/18.  

 For a sample of 20 Members, testing of the 47 claims made by these Members during the 
period 1 April 2018 to 31 August 2018 established that the claims were not being made on a 
timely basis. 
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Purchase Orders and Creditors (10.18/19) 

Conclusion: Substantial Assurance 

Impact on Annual Opinion: Positive 

As a result of testing, one medium and one low priority management actions were identified. 
Management actions were agreed in respect of these findings. 

The medium priority finding was in relation to: 

 Testing a sample of 20 paid purchase invoices found seven instances where a purchase order 
had been raised after an order for goods or services had been placed with the relevant supplier.  
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Assignment area Timing per 
approved IA 
Plan 2018/19 

Status Target Governance 
and Audit Committee 
per the IA Plan 
2018/19 

Temporary Staffing (11.18/19) (Additional Audit) N/A Draft report issued 
19 November 2018 

N/A 

Construction Regulations (12.18/19) Quarter 2 Draft report issued 
23 November 2018 

13 December 2018 

Fire Safety Quarter 3 In Progress 21 March 2019 

Payroll and Expenses Quarter 3 In Progress 21 March 2019 

Follow Up Quarter 3 Not started 21 March 2019 

IT Review Quarter 3 Not started 21 March 2019 

Corporate Governance Quarter 4 Not started 21 March 2019 

Housing Benefits (Including Electronic Benefits) Quarter 4 Not started 21 March 2019 

 

3 LOOKING AHEAD 
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4.1 Changes to the audit plan  
Following discussion with management it has been agreed to defer the ‘Programmes and Performance Management 
audit until 2019/20. In addition, an Advisory review of GDPR has been undertaken and eight management actions 
have been raised for the Council to consider. 

At the request of Members, we have been requested to undertake a ‘Temporary Staff’ audit review which is currently 
at the draft report issued stage. 

4.2 Quality Assurance and Continual Improvement  

To ensure that RSM remains compliant with the PSIAS framework we have a dedicated internal Quality Assurance 
Team who undertake a programme of reviews to ensure the quality of our audit assignments. This is applicable to all 
Heads of Internal Audit, where a sample of their clients will be reviewed. Any findings from these reviews being used 
to inform the training needs of our audit teams. 

The Quality Assurance Team is made up of: Ross Wood (Manager, Quality Assurance Department) with support from 
other team members across the Department. All reports are reviewed by James Farmbrough as the Head of the 
Quality Assurance Department. 

This is in addition to any feedback we receive from our post assignment surveys, client feedback, appraisal processes 
and training needs assessments. 
 

4.3 Post Assignment Surveys  
We are committed to delivering an excellent client experience every time we work with you. Your feedback helps us to 
improve the quality of the service we deliver to you. Currently, following the completion of each product we deliver we 
attached a brief survey for the client lead to complete.  

We would like to give you the opportunity to consider how frequently you receive these feedback requests; and 
whether the current format works. Options available are: 

 After each product (current option); 
 Monthly / quarterly / annual feedback request; and 
 Executive lead only, or executive lead and key team members. 

 

 

 

  

4 OTHER MATTERS 
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APPENDIX A: INTERNAL AUDIT ASSIGNMENTS 
COMPLETED TO DATE 
Report previously seen by the Governance and Audit Committee and included for information purposes only: 

Assignment Status Opinion issued 
Actions agreed 

H M L 

Follow Up 1 (1.18/19) Final  Reasonable progress 0 1 2 

Pre-Application Fees (2.18/19) Final 

 

0 2 2 

NNDR (3.18/19) Final 

 

0 0 2 

CCTV (5.18/19) Final 

 

0 0 1 

Recruitment and Retention (6.18/19) Final 

 

0 3 5 

Rent Collection and Arrears (7.18/19) Final 

 

0 3 0 
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rsmuk.com 

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. 
Actions for improvements should be assessed by you for their full impact.  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. 
 
Our report is prepared solely for the confidential use of South Kesteven District Council, and solely for the purposes 
set out herein. 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 third 
party which obtains access to this report or a copy and chooses to rely on it (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 you 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. 

 

Chris Williams, Head of Internal 
Audit 

chris.williams@rsmuk.com 

Address: 
RSM Risk Assurance Services LLP 
Suite A, 7th Floor 
City Gate East 
Tollhouse Hill 
Nottingham NG1 5FS 

Phone: 01159 644450 
Mobile: 07753 584993 

FOR FURTHER INFORMATION CONTACT 
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1.1 Background  
A review of Land Charges was undertaken at South Kesteven District Council ('the Council') as part of the approved 
internal audit periodic plan for 2018/19. 

Land Charges are obligations or restrictions placed against a property or piece of land, such as tree preservation 
orders or listed building status. Some charges, such as Disabled Facilities Grants, mean that if the resident vacates 
the property within a specific time period they are required to repay a sum to the Council for improvement and 
adaptation works which have been carried out. Registration notifications are received from a variety of sources 
including the Council's Planning Department and other authorities. 

A Local Land Charges Register is maintained by every local authority in England and Wales (with the exception of 
County Councils) and the Council has a statutory duty under the Local Land Charges Act 1975 to maintain an 
accurate and up to date Register of Local Land Charges affecting property and land within its area. 

Searches and enquiries can be made against the register to identify entries against a specific property and there is a 
fee for this service. Fees are approved annually by Council as part of the budget setting process and the Land 
Charges Team confirm that the correct fee has been received prior to responding to any search enquiries. Between 1 
April 2018 and 22 August 2018, the Council received 800 search requests and has responded to 774 at the time of 
audit. 

The Land Charges Team consists of four members of staff who manage the register including adding and removing 
registrations. Certain registrations expire after a set time, such as Decent Homes Grants, and the Team will consult 
the relevant department to confirm that the entry can be removed prior to taking it off of the register. 

 

1.2 Conclusion  
Through review of the control framework surrounding the management of Land Charges at South Kesteven District 
Council we have confirmed that controls are well designed and suitably complied with. However, weaknesses have 
been identified resulting in the agreement of four management actions, consisting of two 'medium' and two 'low' priority 
management actions relating to procedural guidance, the communication of approved fees, and the timely update and 
independent review of changes to the register,  

Internal audit opinion: 
Taking account of the issues identified, the Council can 
take reasonable assurance that the controls in place to 
manage this risk are suitably designed and consistently 
applied. 
 
However, we have identified issues that need to be 
addressed in order to ensure that the control framework is 
effective in managing the identified risk(s). 

 

  

LAND CHARGES - EXECUTIVE SUMMARY 
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1.3 Key findings 
The key findings from this review are as follows: 

• 5/15 registrations were added to the register between 30 and 215 days after the notification was received. We were 
informed by the Senior Land Charges Officer that there was previously a significant backlog within the department 
which has now been cleared. There is no defined filing system to be able to keep track of notifications received, with 
documents being kept in various electronic folders and hard copies left on desks in no particular order. (Medium) 

• There is no independent check of registrations which have been added to or removed from the register to confirm 
that the change has been made accurately and appropriately. (Medium) 

• There is no overarching procedure note to outline the overall process of managing Land Charges to help staff 
understand the end-to-end process. 

• The 2018/19 approved fees are not appropriately communicated on the Council's website, which shows a 
combination of 2017/18 fees and 2018/19 fees. 

Areas of compliance with controls include: 

• Up-to-date procedure notes are available to the Land Charges Team in relation to adding registrations to the 
register. The guidance reflects actual practice which was confirmed through walkthrough of the process. 

• A Registrations Spreadsheet is maintained with details of registrations which have been added and removed, as the 
Land Charges system does not provide a report or audit trail of this. 

• Registrations in relation to planning applications and S106 Agreements are automatically pulled through into the 
Land Charges system once they have been entered into the Planning system. Other sources of notifications include 
the Council's Environmental Health Department and other local authorities. 

• A standard form is used internally for Council departments to inform the Land Charges Team of potential 
registrations to help ensure that key information is provided. 

• The Land Charges Team assess each potential registration prior to adding it to the register and liaise with the 
relevant department or agency if further information is needed. 

• Testing of a sample of 15 registrations added in the current financial year confirmed that supporting documentation 
was on file for all 15 and that the register accurately reflected the documentation in all instances. 

• The Land Charges Team consult the relevant department or agency prior to removing any registrations from the 
register. Testing of a sample of 10 removals confirmed that supporting documentation was on file and the entry was 
removed appropriately. 

• The 2018/19 Land Charges fees were approved by full Council at the meeting on 1 March 2018 as part of the 
annual budget setting process. 

• Searches of the Local Land Charges Register are requested using standard, official legal forms. Land Charges 
Officers confirm that the correct fee has been received prior to processing any search requests. Testing of a sample 
of 20 search transactions confirmed that the correct fee was received prior to search results being provided to the 
customer. 
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• The Land Charges Team aims to respond to search requests within 10-20 working days of receipt of the correct fee 
and completed application form. Testing of the sample of 20 search transactions confirmed that all 20 were 
responded to within 10 days. 

• Access to the Land Charges system is suitably restricted to members of staff in relevant job roles. 

• The Senior Land Charges Officer attends an annual conference hosted by the Local Land Charges Institute (LLCI) 
and feeds back any information to the rest of the team. The team attend refresher training on an ad-hoc basis and 
have access to the LLCI website and other resources. 

• Reports are generated on a daily basis to enable the team to monitor their workload and to measure their average 
response time to search queries. Search responses statistics are collated and provided to the Development 
Manager on a monthly basis. 

 

 

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 Land Charge Register is not accurate 
and up to date. 

1 (11) 3 (11) 2 2 0 

Total  
 

2 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: The Land Charge Register is not accurate and up to date. 

1 Up to date guidance 
notes are available to 
staff in relation to the 
management of land 
charges. 

Yes No It was noted that there is no 
overarching procedure note to set out 
the overall process for managing 
registrations, particularly in relation to 
receiving and responding to search 
enquiries or for removing registrations 
from the register.  

An overarching procedure note to set 
out the overall process would help 
new staff learn the role and provide 
guidance to perform role 
responsibilities accurately and 
effectively.  

Low We will produce an 
overarching procedure note 
to provide guidance and an 
overview of the whole 
process of managing land 
charges. 

The procedure note will 
cover all stages including 
entering and responding to 
search queries and removing 
registrations and charges 
from the register. 

31 December 
2018 

Senior Land 
Charges 
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 Registrations are 
applied accurately and 
supporting 
documentation is kept 
on file to evidence the 
charge. 

Yes No A Registration Spreadsheet is 
maintained with details of registrations 
which have been added and removed 
from the register as the system does 
not provide an audit trail of these 
transactions.   

Testing of a sample of 15 registrations 
identified:   

• 7/15 were registered within three 
weeks of receipt of the information; 

• 3/15 were registered between 189 
and 263 days after receipt (relating 
to S106 Agreements). This was due 
to the Land Charges Team not 
knowing how to register these types 
on the system. Training has now 
been delivered, a procedure note is 
in place and through the testing we 
have confirmed that more recent 
S106 Agreements are now being 
updated within a few working days. 
Therefore, it is considered that this 
has been addressed; and  

• 5/15 were registered between 30 
and 215 days after notification with 
no particular reason. A potential 
explanation given by the Senior 
Land Charges Officer was that the 
notification was misplaced amongst 
paperwork.  

There is currently no defined filing 
system. A spreadsheet was previously 
used to keep track of 

Medium We will hold a team meeting 
to review the current filing 
system and implement a 
system to be able to keep 
track of notifications 
received.   

As soon as a new 
registration notification is 
received this will be filed in a 
dedicated folder in order of 
date received. When the 
notifications are reviewed, 
any which are identified as 
being incomplete will be filed 
in a separate folder so that 
they are not mixed up with 
complete notifications which 
are awaiting registration.   

We will re-introduce the use 
of the tracking spreadsheet 
and use this to keep track of 
registration and removal 
notifications which have 
been received and the 
progress made in entering 
them on to the system. 

30 September 
2018 

Senior Land 
Charges 
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 

agreements/notifications received 
which have yet to be logged. We were 
informed by the Senior Land Charges 
Officer that this spreadsheet is no 
longer used.  

There is a risk that the Land Charges 
register is not accurate or up-to-date. 
This could lead to incorrect 
information being provided to search 
applicants which could potentially 
have significant effects for the 
customer. In addition, it may also 
result in reputational damage or 
financial loss to the Council under 
section 10 of the Local Land Charges 
Act 1975, which entitles customers to 
claim compensation for suffering 
effects of incorrect registry information 
provided to them. 

3 Missing control  

There is no 
independent check or 
review of changes to 
the register to confirm 
that the change has 
been made 
appropriately or 
accurately. 

No - It was noted that there is no 
independent review of registrations or 
removals to the register which have 
been made and it was confirmed by 
the Senior Land Charges Officer that 
there is no control in place to prevent 
or detect changes which have been 
made inaccurately or inappropriately.  

Inaccurate, incorrect or inappropriate 
changes to the register may not be 
identified without an independent 
review. This could lead to incorrect 
information being provided to 
customers. 

Medium Changes made to the 
register will be independently 
reviewed to supporting 
documentation and checked 
for accuracy by another 
member of the team, after 
the change has been made. 

Evidence of the independent 
review taking place will be 
documented on the 
Registrations Spreadsheet 
with the name of the person 
who made the change and 
details of reviewer and date. 

30 September 
2018 

Senior Land 
Charges 
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 

4 The fees are set by 
Council as part of the 
annual budget setting 
process and the correct, 
approved fees are 
communicated and 
charged to applicants. 

Yes No We have identified that incorrect fees 
are being communicated for a number 
of services. We have been able to 
confirm that the correct 2018/19 
search fees are published on the 
website; the out of date fees relate to 
registrations which the Council does 
not charge for.  

However, this could lead to confusion 
amongst customers and lead to the 
Land Charges Team having to 
unnecessarily spend time answering 
queries. This has already been 
identified by the Senior Land Charges 
Officer.   

Communicating incorrect fee 
information could lead to confusion 
amongst customers which could lead 
to a waste of staff time answering 
customer queries relating to those 
fees.    

Low We will continue to chase 
the IT and Finance Teams to 
review, approve and update 
the website with the current 
fees and to clarify the 
wording of the web page. 

31 December 
2018 

Senior Land 
Charges 
Officer 
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1.1 Background  
An audit of Members Allowances and Expenses has been undertaken as part of the approved internal audit periodic 
plan for 2018/19.  

There are 56 Councillors (Members) in total representing the South Kesteven District as at 31 March 2018. The 
Council pays all its Members a Basic Allowance. This relates to the work they all do as local Ward Councillors, 
representing their constituents and as Members of the Council. In addition, Special Responsibility Allowance is also 
paid for serving as a Cabinet Member, being Chairman or Vice Chairman, Leader of the Council or the Leader of the 
Opposition. 

In accordance with Regulations, the Council is required to review its scheme of Members Allowances every four years. 
An Independent Remuneration Panel makes recommendations to the Council on the level of allowances to be paid to 
elected Members of the Council and other non-elected people such as co-opted Members. The Members Allowances 
and Expenses were last reviewed by the Independent Remuneration Panel in October 2017 and the recommendations 
of the Panel were approved at the Full Council meeting on 23 November 2017.  

Allowances paid to Members are also increased annually by the same percentage factor as the National Joint Council 
for Local Government Services (NJC) pay award.  

The Council’s Members Allowances and Expenses claims are all checked and authorised by the Democratic Services 
Team before being passed to the Exchequer Services Team for processing the payment. All Members Allowances and 
Expenses are paid processed through the Council’s payroll system.  

Members Allowances and Expenses paid during the year 2017/18 amounted to £465,530 (2016/17 £376,304). The 
figure includes Basic Allowance, Special Responsibility and other related allowances. 

1.2 Conclusion  
This review has confirmed that South Kesteven District Council has in place adequate controls surrounding Members 
Allowances and Expenses and that these controls are sufficiently complied with. However, we identified some 
weakness in the controls and have agreed two ‘medium’ and one ‘low’ category management actions.  

The ‘medium’ category management actions are in relation to the Members Allowances and Expenses paid to 
Members in 2017/18 are yet to be published on the Council’s website, and expense claims being submitted for periods 
ranging between two and three months, and members not being reminded claims outside the time limit for submission 
may not be paid.    

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. 

 

MEMBERS ALLOWANCES & EXPENSES – EXECUTIVE 
SUMMARY 
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1.3 Key findings 
The key findings from this review are as follows: 

• Procedure notes are in place, up to date and made available to staff for the processing of Members’ Allowances 
and Expenses. 

• Processing Members’ Travel and Subsistence Claims procedures are in place. The procedures provide guidance 
to the Democratic Services Team from checking the claim form, accuracy of claim, checking mileage and 
subsistence claims, authorising the claim and sending to Exchequer Services for payment; 

• Testing confirmed that each year when the allowances are reviewed and updated, these are then sent to payroll 
for updating the payroll records. For the year 2018/19, testing confirmed that the correct Basic Allowances and 
Speciality Responsibility Allowances are being paid; 

• Broadband costs are paid on receipt of a bill and is then continued at that same rate until a Councillor amends it 
whereupon they are required to provide new details. Review of the payroll reports for the period April 2018, May 
2018, August 2018 and September 2018 confirmed that the Broadband Allowance is claimed by Members and the 
maximum paid is £21.99 per month; 

• A standard claim form is in place for Members to claim their expenses. Travelling Expenses Guidance for elected 
Members and non-elected co-opted Members is included on the back of the claim form. Guidance includes 
travelling expenses, subsistence expenses and vehicle insurance. The claim form was last updated in March 
2014; 

• Members’ expense claim forms are received by Democratic Services. On receipt, the form is checked by a 
member of the Democratic Team to ensure that the claim is valid. The claim form is then signed, dated and 
passed to Exchequer Services for processing. For a sample of 20 Members, testing of the 47 claims made by 
these Members during the period 1 April 2018 to 31 August 2018 established that in all instances the claim form 
was signed and dated to confirm this check;  

• For the same sample, testing established that in 10 instances other expenses were incurred and claimed. Testing 
confirmed that in all 10 instances the receipt was provided and was held on file with the claim;  

• For the period 1 April 2018 to 31 August 2018, testing confirmed that there was segregation of duties in the 
checking and authorisation of the claim to the input of the expenses claims and the checking and signing off of the 
payroll; 

• A spreadsheet is maintained of the allowances by the Senior Exchequer Services Officer. The spreadsheet details 
the allowances and what is payable each year for each post. The spreadsheet is provided to Democratic Services 
to check it and Democratic Services normally email payroll if there are any changes; and 

• Testing for the period 1 April 2018 to 31 August 2018 established that Payroll check the payroll reports. The 
reviewer signs and dates the report to confirm the review. 

However, testing identified the following weakness and as a result we have agreed two ‘medium’ and one ‘low’ priority 
management actions: 

• In accordance with public disclosure requirements, all Members Allowances and Expenses claimed are required to 
be published by the Council on its website and in the local press and are to be made available for scrutiny.  
However, on review of the Council’s website it was established that this information is yet to be published for 
2017/18;  
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• For a sample of 20 Members, testing of the 47 claims made by these Members during the period 1 April 2018 to 
31 August 2018 established that the claims were not being made on a timely basis; and 

• Members Allowances were increased from 1 April 2018 in line with the NJC pay award however it was noted that 
the Constitution has not been updated to reflect this change.  

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 

Payment of allowances and expenses are 
not adequately documented in procedures. 0 (6) 1 (6) 1 0 0 

Expenses claims are not made on official 
forms or approved prior to processing. 0 (6) 1 (6) 0 1 0 

Management information is not being 
produced to monitor allowances and 
expenses being paid. 

0 (4) 1 (4) 0 1 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: Payment of allowances and expenses are not adequately documented in procedures. 

1 The Allowances are 
published to the 
Members in the 
Council’s Constitution 
and are updated when 
changes are made to 
the Allowances 
payable. 

Yes No The Allowances are included in the 
Council’s Constitution.     

On review it was noted that Members 
Allowances were reviewed in November 
2017 and were backdated to September 
2017. The Constitution was updated 
with the revised Allowances at the same 
time.    

Members Allowances are also subject 
to an annual increase in line with the 
pay award. It was noted that although 
this increase was applied to the 
Members Allowance paid from 1 April 
2018 the Constitution was not updated 
to reflect the revised Members 
Allowances.  

Low a) The Constitution will 
be updated to reflect the 
pay award increase 
applied from 1 April 
2018; and  

b) Going forward the 
Constitution will be 
update on a timely basis 
following an increase in 
the Allowances. 

31 October 2018 Solicitor to the 
Council 
(Assistant 
Director)  
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Ref Control Adequate 
control 
design 

Controls 
complied 

with 

Audit findings and implications Priority Action for management Implementation 
date 

Responsible 
owner 

There is a risk that up to date 
information is not provided to the staff 
and members of the public on Members 
Allowances. 
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Ref Control Adequate 
control 
design 

Controls 
complied 

with 

Audit findings and implications Priority Action for management Implementation 
date 

Responsible 
owner 

Risk: Expenses claims are not made on official forms or approved prior to processing.

2 The timescales and 
deadlines for claiming 
allowances and 
expenses are 
documented and 
communicated to the 
Members.  The Claim 
form also states that 
where possible the 
claims should be made 
on a monthly basis.  
Expense claims are 
made on a regular and 
timely basis (soon after 
the month end). 

Yes No For a sample of 20 Members, testing of 
the 47 claims made by these Members 
during the period 1 April 2018 to 31 
August 2018 established that:   

a) In two instances the claim was for a 
period of two months; and  

b) In two instances the claim was for a 
period of three months.  

The claim form does state that “all claim 
forms must be completed on a monthly 
basis wherever possible”.  

There is an increased risk of errors 
occurring where claims for expenses 
are not made a timely basis. The time 
taken to check the claim also increases 
as records/information may not be 
readily available to confirm the claim. 

Medium a) Members will be 
reminded to submit 
expense claims on a 
regular and timely basis 
(soon after the end of the 
month);  

 b) Members will be 
reminded that payment 
may not be made for 
claims submitted outside 
of the approved 
timeframes (soon after 
the end of the month); 
and       

c) Where the claim form 
states “all claim forms 
must be completed on a 
monthly basis wherever 
possible” this will be 
amended to state, “all 
claim forms must be 
completed on a monthly 
basis”. 

31 October 2018 Solicitor to the 
Council 
(Assistant 
Director) 

3 Details of the claim 
including to, from, 
return, description of 
approved duties, lead 
officer who organised 
the meeting or training, 
period of attendance, 
no of miles travelled 
and rate, travelling 
allowance claimed, 
taxable subsistence 

Yes No For a sample of 20 Members, testing of 
the 47 claims made by these Members 
during the period 1 April 2018 to 31 
August 2018 established that:    

a) In all cases the claim form was fully 
completed;    

b) The claim form was signed and dated 
by the Member making the claim; and   

c) It was noted that two Members had 
recorded the date on the claim form 

- See control three for 
management action. 

- - 
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Ref Control Adequate 
control 
design 

Controls 
complied 

with 

Audit findings and implications Priority Action for management Implementation 
date 

Responsible 
owner 

allowance claimed, and 
non-taxable allowance 
claimed are recorded 
on the form. The forms 
are signed and dated by 
the claimant. 

incorrectly. The claim forms were dated 
3 August 2018 and 10 July 2018 
however the claim forms were received 
on, checked and authorised for payment 
on 2 August 2018 and 9 July 2018 
respectively.    

There is a risk that the claim forms may 
be retrospectively signed and dated. 

Risk: Management information is not being produced to monitor allowances and expenses being paid.

4 As required by the 2003 
Regulations, the 
Council have published 
details of all the 
amounts paid to each 
Councillor for the 
previous year. 
Members’ expenses for 
the year ended 31 
March 2018 have been 
collated and published 
by the Council.  This is 
published on the 
Council's website and 
can be accessed by 
members of the public 
without restriction. 

Yes No A review of the Council’s website 
established that:   

a) The details of the payments made to 
the Members during the year 2016/17 is 
published on the website. This 
information is published after the year 
end accounts have been published on 
the Council’s website; and   

b) The year-end accounts for 2017/18 
were signed off by the external auditor 
on 30 July 2018 and were thereafter 
published on the Council’s website. It 
was however noted that the details of 
the payments for the year 2017/18 are 
yet to be published.  

There is a risk that the details of the 
actual allowances paid to Members may 
not be published and on a timely basis 
on the Council’s website as required by 
the 2003 Regulations the Local 
Authorities (Members Allowances) 
(England) Regulations 2003. 

Medium a) Following review by 
the Assistant Director 
Resources, the Members 
Expenses report for 
2017/18 will be published 
on the Council’s website; 
and     

b) Going forward, the 
Members Expenses 
report will be published 
soon after the publication 
of the Council’s approved 
year-end financial 
accounts. 

Management Comment 

Evidence was provided 
by the client to show that 
an email was sent to 
‘Communications’ on 31 
August 2018 with the 
2017/18 Members 
Allowances on for them 
to publish on the 
Council’s website. This 
action however was not 

31 October 2018 Assistant Director 
Resources 
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Ref Control Adequate 
control 
design 

Controls 
complied 

with 

Audit findings and implications Priority Action for management Implementation 
date 

Responsible 
owner 

completed at the time of 
the audit (week ending 4 
October 2018) but has 
since been completed. 
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1.1 Background  
An audit of Purchase Orders and Creditors was undertaken as part of the approved internal audit periodic plan for 
2018/19. 

The Council have in place a procurement module that is embedded within the finance system.. The system allows 
orders to be requested and approved electronically by authorised staff throughout the Council. Orders are raised and 
approved in line with the established scheme of delegated authority.  

Invoices are processed daily within the Exchequer Services Department and are matched to corresponding purchase 
orders. Invoices matched through the eProcurement system are authorised for payment. Non-purchase order invoices, 
such as utilities, are batched and authorised for payment within the relevant service area. Since April 2018, Exchequer 
Services have processed 7,511 purchase invoices, totalling £18,484,130.26. 

As part of the audit work, we have utilised IDEA (Interactive Data Extraction and Analysis) software as part of our work 
on payroll. IDEA is a Computer Assisted Audit Tool (CAAT) used to analyse large amounts of data to determine any 
trends or exceptions not able to be determined through ordinary sample testing. This subsequently may establish 
whether any control improvements are required as a result of unexpectedly large quantities or values of discrepancies. 
 

1.2 Conclusion  
The review of Purchase Orders and Creditors identified that overall the control framework is well designed and 
operating effectively. However, two weakness in compliance with the established control framework have been 
identified which has resulted in one medium and one low priority management actions being raised. The reported 
exceptions relate to the raising of retrospective purchase orders and the completion of monthly control account 
reconciliations.  

Internal audit opinion: 
Taking account of the issues identified, the Council can 
take substantial assurance that the controls upon which 
the Council 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: 

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

• The Financial Regulations include guidance on purchasing and creditor responsibilities. The Financial Regulations 
were last reviewed in July 2018 and are published on the Council’s intranet. 

• Procedural documentation is in place covering the day-to-day purchasing and creditor payment functions. 
Procedure notes were found to have been maintained up to date and reflective of current working practices.  

PURCHASE ORDERS AND CREDITORS - EXECUTIVE 
SUMMARY 
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• Access to the finance system is restricted to authorised staff. Authorisation levels for purchasing and authorisation 
of purchase orders have been established within the system. Current users within the system are regularly reviewed 
to ensure leavers are removed in a timely manner. 

• An authorised signatories list is maintained within the Finance Department which is subject to regular review. 

• A monthly ‘Orders Dashboard’ report is run by the Accountancy Team for all service areas which are e-mailed to all 
Budget Holders along with a budget monitoring report. The report details the total number of orders split between ‘in 
time’ and ‘retrospective’ and shows the percentage of retrospective orders raised for each month and year to date. 

• Goods or services received are immediately recorded as having been received on the finance system. Purchase 
invoices received are matched to the purchase order and goods received note prior to payment. 

• Invoices are only paid if the goods/services have been recorded as being received, and the value is within a defined 
five percent or £100 of the original purchase order value. If not, additional approval in line with delegated authority 
limits is required. 

• Reports identifying any invoices-on-hold, new suppliers and aged creditor balances are produced and reviewed 
monthly.  

• Invoices received that are exempt from raising a purchase order are processed manually by the Finance 
Department.  

• Credit notes are processed on the finance system in a timely manner by the Finance Department.  

• Monthly budget monitoring reports are produced by the Accountancy Team and e-mailed to all Service Managers 
providing them a breakdown of expenditure for their service area. 

 

However, the following areas of non-compliance with the established control framework were identified: 

• Testing a sample of 20 paid purchase invoices found seven instances where a purchase order had been raised 
after an order for goods or services had been placed with the relevant supplier.  

• Testing five months of creditor account reconciliations (April 2018 to August 2018) identified one instance where a 
monthly reconciliation had not been completed. Furthermore, two instances were noted where it could not be 
confirmed that the reconciliation had been completed in a timely manner. 

 

We have also undertaken IDEA testing on key data sets, with the results being presented to management for further 
investigation. The results of this work are provided in Appendix A. 
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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 

Financial loss to the Council through 
unnecessary and unapproved invoices 
being paid. 

0 (15) 2 (15) 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 

Controls 
complied 
with 

Audit findings and implications Priority Action for management Implementation 
date 

Responsible 
owner 

Risk: Financial loss to the Council through unnecessary and unapproved invoices being paid. 

1 The credit control 
account is reconciled to 
the general ledger on a 
monthly basis.   

The reconciliation is 
prepared by the 
Finance and System 
Support Officer, before 
being reviewed and 
signed off by the 
Financial Accountant 
Team Leader.  

Yes No A sample of the last five months 
credit control account reconciliations 
were selected and tested (April 2018 
to August 2018).   

Two instances were noted where 
monthly reconciliations had been 
completed and reviewed in a timely 
manner, with supporting evidence 
being maintained on file (June 2018 
and July 2018). However, the 
following issues were noted:    

• April 2018 - The reconciliation had 
not been dated by the preparer or 
reviewer to evidence when it was 

Low We will ensure that all 
credit control account 
reconciliations are 
prepared and reviewed in 
a timely manner following 
month end.     

All credit control account 
reconciliations will be 
dated by both the 
preparer and reviewer. 

30 November 
2018 

Financial 
Accountant Team 
Leader 
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Ref Control Adequate 
control 
design 

Controls 
complied 
with 

Audit findings and implications Priority Action for management Implementation 
date 

Responsible 
owner 

All discrepancies are 
investigated and 
resolved. 

produced and independently 
reviewed;   
 

• May 2018 - The reconciliation had 
not been dated by the reviewer to 
evidence when it was 
independently reviewed; and 
   

• August 2018 – The reconciliation 
could not be tested as it had not 
been completed at the time of 
audit (October 2018).    

Where reconciliations are not dated 
by both preparer and reviewer, it is 
not possible to confirm that the 
reconciliations had been prepared 
and reviewed in a timely manner. In 
addition, if credit control account 
reconciliations are not prepared and 
reviewed in a timely manner 
following month end, there is a risk 
of errors or omissions not being 
identified. 

2 Purchase orders are 
raised on the finance 
system for all 
purchases and 
authorised in line with 
the delegated authority 
limits defined within the 
authorised signatory 
listing.  

If the goods or services 
invoiced are disputed, 

Yes No A sample of 20 paid invoices from 
the current financial year were 
selected and tested.  

It was confirmed that in all instances 
a valid purchase order had been 
requisitioned which had been 
appropriately approved in line with 
delegated authority limits.    

Medium We will implement a new 
intelligent scanning 
software (DB-Capture) 
which will streamline the 
purchasing process and 
identify repeat offenders 
of retrospective purchase 
orders.   

Repeat offenders will be 
reminded of the 
importance of ensuring a 

31 March 2019 Financial 
Accountant Team 
Leader 
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Ref Control Adequate 
control 
design 

Controls 
complied 
with 

Audit findings and implications Priority Action for management Implementation 
date 

Responsible 
owner 

the invoice is returned 
to the supplier for 
investigation.  

However, it was noted in seven 
instances that a purchase order had 
been raised retrospectively.  

If purchase orders are not raised 
and approved prior to the ordering of 
goods or services from suppliers, 
there is a risk that inappropriate 
orders may be placed resulting in 
financial loss to the Council. 

purchase order is raised 
prior to the ordering of 
goods or services from 
suppliers. 
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