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1.

INTRODUCTION

1.1

This report is issued to assist the Authority in discharging its responsibilities in relation to the
internal audit activity.

1.2

The Public Sector Internal Audit Standards also require the Chief Audit Executive to report to
the Audit Committee on the performance of internal audit relative to its plan, including any
significant risk exposures and control issues. The frequency of reporting and the specific
content are for the Authority to determine.

1.3

To comply with the above this report includes:





Any significant changes to the approved Audit Plan;
Progress made in delivering the agreed audits for the year;
Any significant outcomes arising from those audits; and
Performance Indicator outcomes to date.

2.

SIGNIFICANT CHANGES TO THE APPROVED INTERNAL AUDIT PLAN

2.1

At the meeting on 14 March 2019, the Annual Internal Audit Plan for the year was approved,
identifying the specific audits to be delivered. Since this meeting, there has been the following
significant changes to the plan:
Audit description

Nature of the change

Accounts Receivable & Income

East Lindsey provides assurance over the
management of key financial controls managed
by PSPS and results of these reviews feed into
the Head of Internal Audit's Annual Opinion. Full
service reviews are also undertaken of each
area on a cyclical basis. Accounts receivable
and Income were due to be audited in 2019/20
as part of cyclical work, however PSPS is
currently undertaking a finance systems
upgrade.
A number of internal audit recommendations
have been raised regarding the functionality of
the current financial system – AX in previous
reviews. We have been provided with updates
as to the status of this upgrade work and
propose to carry out detailed testing of these
areas as part of next years internal audit plan
when the system will then be implemented.

Office 365

This audit was deferred from the 2018/19 plan to
allow both Councils to work on implementation.
This product has not yet been installed. We are
receiving updates from the Technology Board in
relation to implementation and will defer this
review until this work has been completed.
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3.

PROGRESS MADE IN DELIVERING THE AGREED AUDIT WORK

3.1

Appendix 1 covers progress made against the 2019/20 agreed internal audit plan. A total of
170 days of work has been allocated to Eastern Internal Audit Services (EIAS) to be delivered
by TIAA ltd. A total of 65 days was also allocated to East Lindsey District Council.
East Lindsey’s coverage includes the testing of key financial systems managed by Public
Sector Partnership Services (previously Compass Point Business Services) on behalf of South
Holland District Council. The Head of Internal Audit places reliance on the work carried out
by East Lindsey District Council when concluding on the overall Internal Audit Opinion.
Progress in relation to delivering the East Lindsey allocated days is provided in Appendix 1.

3.2

In summary:
78 days of programmed work has been completed by EIAS, equating to 51% of the (revised)
Audit Plan for 2019/20.

4.

THE OUTCOMES ARISING FROM OUR WORK

4.1

On completion of each individual audit an assurance level is awarded using the following
definitions:
Substantial Assurance: Based upon the issues identified there is a robust series of suitably
designed internal controls in place upon which the organisation relies to manage the risks to
the continuous and effective achievement of the objectives of the process, and which at the
time of our review were being consistently applied.
Reasonable Assurance: Based upon the issues identified there is a series of internal controls
in place, however these could be strengthened to facilitate the organisation’s management of
risks to the continuous and effective achievement of the objectives of the process.
Improvements are required to enhance the controls to mitigate these risks.
Limited Assurance: Based upon the issues identified the controls in place are insufficient to
ensure that the organisation can rely upon them to manage the risks to the continuous and
effective achievement of the objectives of the process. Significant improvements are required
to improve the adequacy and effectiveness of the controls to mitigate these risks.
No Assurance: Based upon the issues identified there is a fundamental breakdown or
absence of core internal controls such that the organisation cannot rely upon them to manage
risk to the continuous and effective achievement of the objectives of the process. Immediate
action is required to improve the controls required to mitigate these risks.

4.2

Recommendations made on completion of audit work are prioritised using the following
definitions:
Urgent (priority one): Fundamental control issue on which action to implement should be
taken within 1 month.
Important (priority two): Control issue on which action to implement should be taken within
3 months.
Needs attention (priority three): Control issue on which action to implement should be taken
within 6 months.

Page 3 of 29

4.3

In addition, on completion of audit work “Operational Effectiveness Matters” are proposed,
these set out matters identified during the assignment where there may be opportunities for
service enhancements to be made to increase both the operational efficiency and enhance
the delivery of value for money services. These are for management to consider and are not
part of the follow up process.

4.4

During the period covered by the report TIAA has issued five final reports:
Audit
Private Sector Housing
Section 106 Agreements
Strategic Housing
Environmental Protection
Leisure
Subtotal

Assurance

P1

P2

P3

No Assurance
Reasonable
Reasonable
Reasonable
Reasonable

16
0
0
0
0
16

6
0
1
0
1
8

6
4
1
2
1
14

The Executive Summary of these reports are attached at Appendix 2, full copies of these
reports can be requested by Members.
4.5

As can be seen in the table above as a result of these audits 38 recommendations have been
raised and agreed by management.
In addition, five Operational Effectiveness Matters have been proposed to management for
consideration.

4.6

A position statement has been issued in IT Strategy. This audit was carried out as a joint piece
of work with Breckland District Council due to the shared management infrastructure that is in
place. The objective of the review was to ascertain the Councils’ current position with regards
to oversight of IT Strategy Management. The key suggested actions and improvements arising
from this work include:


Defining and agreeing a formal process for preparing business cases using the existing
draft Project Request Form template.



To ensure that the Councils' project/ programme management processes incorporate
appropriate formal benefits tracking during the life of a project and post-implementation
reviews.



Work with the Corporate Innovation and Performance (CIP) team to establish relevant
metrics for inclusion into the Councils' "Achievements Documents".



Agree and implement relevant performance indicators for key systems and processes.
Ensuring that the IT goals and indicators are captured and reported on, using metrics
and targets as appropriate.



Document formal policies and procedures detailing the required structured business
planning approach, including supporting the process for creating an IT strategic plan.



Consider combining South Holland and Breckland’s IT and Digital Strategies into a
single strategy for each Council under a single point of leadership.



Document a formal IT tactical plan/roadmap that supports the IT strategies.



Update the IT and Digital Strategies for both Councils to include a version history and
include details of when changes to the strategies were made, what the changes were
and when they were formally approved.
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4.7



Implement a process that enables the identification and prioritisation of IT programmes
and projects supporting the IT tactical plan using appropriate criteria, including
expected business benefits.



Ensure that appropriate Business Continuity work is undertaken at both Councils.

A position statement was also completed in Strategic Enforcement. This audit was carried out
as a joint piece of work with Breckland District Council. The objective of the review was to
ascertain each Council’s current position in regard oversight of Strategic Enforcement to
determine the extent of formal or informal collaboration between services areas where
enforcement action may cross over, to ensure the process is efficient and to determine the
effectiveness of management/Member reporting.
Suggestions for improvement have been suggested and accepted by management. Key
actions are as follows:


For the Corporate Enforcement Policy, which is a public facing document, to
include signposting or links to all service specific enforcement policies, where
applicable, for ease of access.



To build on the progress made and introduce formal processes for coordinating all
aspects of enforcement action, particularly reactive enforcement, that allows all
services from within the Council to consider complaints on a case by case basis.



When considering the above, the Council to also involve other key services from
the community, in addition to the Police, such as the Fire Service, Parish Councils
etc. which may be useful sources of intelligence in terms of potential enforcement
related matters which the Council may or may not already be aware of.



When addressing the above, the Council to put in place a structure that allows for
effective case management at an operational/officer level that covers all services
responsible for enforcement activity.



To further develop the action log with outcomes of the Officers Enforcement Group
meetings.



To consider the best approach for case management, allowing sharing of
intelligence on cases between service areas that is complaint with GDPR
requirements.



In addressing the above, the working party suggested above considers the
effectiveness of current intelligence sharing between services to determine
whether or not there is scope for improvements.



For the Corporate Enforcement page on Pentana to include links to all the Council’s
enforcement guidance / polices.



To continue to develop further the level of detail provided in performance reporting
to emphasise both the proactive and reactive enforcement work it conducts.
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5.

PERFORMANCE MEASURES – Eastern Internal Audit Services

5.1

The Internal Audit Services contract includes a suite of key performance measures against
which the new contractor will be reviewed on a quarterly basis.

5.2

There are individual requirements for performance in relation to each measure; however,
performance will be assessed on an overall basis as follows:




9-11 KPIs have met target = Green Status.
5-8 KPIs have met target = Amber Status.
4 or below have met target = Red Status.

Where performance is amber or red a Performance Improvement Plan will be developed by
the contractor and agreed with the Internal Audit Consortium Manager to ensure that
appropriate action is taken.
5.3

The last quarters work has been completed and a report on the performance measures
provided to the Head of Internal Audit, performance is currently at green status, however,
targets in relation to the issuing of reports 10 days within the end of the quarter was missed
for Q1. For one of these reports; Private Sector Housing, additional audit days were requested
to allow the auditor to provide adequate coverage of the area following the identification of
significant control findings.
Attention was therefore focused in this area and as a result, a delay in finalising the strategic
enforcement position statement was also experienced. Regular discussions are held with
TIAA to ensure that they are able to meet our expectations and despite delays we are pleased
to report that TIAA are now back on track to deliver the remainder of the internal audit plan.
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APPENDIX 1 – PROGRESS IN COMPLETING THE AGREED AUDIT WORK
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APPENDIX 2 – AUDIT REPORT EXECUTIVE SUMMARIES

Assurance Review of the Private Sector Housing Arrangements
Executive Summary
OVERALL ASSURANCE ASSESSMENT

ACTION POINTS
Control Area

Urgent

Important

Needs Attention

Operational

Policies and procedures

1

1

0

0

Minor Works

3

1

1

0

Disabled Facilities Grants

2

1

2

3

Houses in Multiple
Occupation

4

1

1

0

Caravan sites

3

0

0

0

Empty Homes

3

2

2

0

Total

16

6

6

3

SCOPE
An audit of Private Sector Housing arrangements was undertaken to consider how the service is being managed. The review focused on Disabled Facilities
Grants (DFGs), Empty Properties and Enforcement and Houses in Multiple Occupation (HMO) licensing and standards. The scope also included arrangements
for caravan licensing and the administration of minor works for Council tenants requiring adaptations not processed through the formal DFG process.
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RATIONALE



The systems and processes of internal control are, overall, deemed 'No Assurance' in managing the risks associated with the audit. The assurance opinion has
been derived as a result of 16 'urgent', six 'important' and six 'needs attention' recommendations being raised upon the conclusion of our work.



The audit has also raised three 'operational effectiveness matters', which sets out matters identified during the assignment where there may be opportunities
for service enhancements to be made to increase both the operational efficiency and enhance the delivery of value for money services.



Since the areas under scope of this review have not been subject to previous audit scrutiny by TIAA, no direction of travel indicator has been provided.

POSITIVE FINDINGS

It is acknowledged that in the following area sound controls are in place and operating consistently:
Minor Works


Invoice payments for minor adaptation works for Council tenants had been promptly processed with the correct accounting for VAT, thereby ensuring they are
correctly accounted for within the Council’s financial system.

ISSUES TO BE ADDRESSED

The audit has highlighted the following areas whereby controls require improvement, and as a result of these findings 16 'urgent' recommendations have been made.
Policies and Procedures


The Council to review its Empty Homes Strategy that includes links to the Private Sector Housing Enforcement Policy in order to reduce the risk of being
unable to effectively communicate with its residents on its approach to managing empty homes and its powers to enforce legislative requirements.
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Minor Works


To undertake a review of the minor works arrangements for Council tenants, including whether to refer the work to the Council's Housing Repairs Team to
complete, rather than use an external contractor. If the decision is to continue to outsource the service, then there is a need to ensure better lines of
communication exist between Private Sector Housing (PSH) and the Council's Housing Repairs team and Property Services, prior to any works being
commissioned, so as to reduce the risk of financial losses to the Council where previous works that had been paid for, are replaced at additional costs to the
Council. Management has subsequently confirmed that all minor works are now formally completed by the Housing Repairs Team to ensure consistency, clear
communication of works and efficiencies. No further action is required.



To comply with the Council’s Financial Procedure Rules when engaging external contractors for undertaking minor adaptation works, in order to reduce the
risk of exposure to criticism over the lack of compliance with correct procedure and lack of transparency / value for money with public funds. Management has
subsequently confirmed that all of the Housing Team, inclusive of PSH have been reminded of the procurement rules in respect to spend. Furthermore, as
previously stated, all minor works are now completed by the Housing Repairs Team to ensure consistency, efficiency and effectiveness. All works carried out
by the Housing Repairs Team are subject to checks by the Housing Repairs Manager and / or qualified officer including following the necessary risk
assessments during works, robustness of fittings and quality of works. No further action is required.



The Council to seek assurances that external contractors used for undertaking minor adaptation works are Health and Safety compliant, thereby reducing the
risk of financial penalties/fines and reputational damage to the Council in the event of injury to the tenant through poor workmanship or negligence of the
contractor. Management has subsequently confirmed that all minor works are now formally completed by the Housing Repairs Team to ensure consistency,
clear communication of works and efficiencies. In addition, staff members of the Housing Team, including PSH, have been reminded of the need to complete
the ‘approved contractor’ form and seek the necessary clearances from the Health and Safety Officer before work commences. No further action is required.

Disabled Facilities Grants


To undertake a review of all the PSH budgets, including DFG private and public case budgets, so as to ensure a baseline is agreed. Thereafter, monthly or
quarterly reconciliations to be completed between PSH records and those within the finance system with evidence that any discrepancies have been
investigated and explained. The reconciliation to be subject to independent review. Without a formal reconciliation, there is an increased risk of anomalies
between the two systems remaining undetected, leading to inaccurate and an unreliable budget position.



PSH Officers maintain active passwords for Mosaic in order to provide cover and maintain business continuity, in the absence of the current PSH Officer, in
the processing of DFGs. Where PSH do not have active passwords, there is an increased risk of delays in processing DFGs to vulnerable persons in need of
adaptations. The risk is further enhanced through the lack of any meaningful performance data with which to detect if and when delays are occurring in the
processing of DFGs from the point the Council takes over responsibility from the Occupational Therapist (OT).
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Houses of Multiple Occupation


To ensure all HMOs requiring a licence, including those requiring a licence as a consequence of the new legislative requirements from 1st October 2018, are
identified and that a comprehensive record is produced / maintained listing all such properties, including audit trail over the application status, confirmation of
the fee paid, license issue date and inspection history. Furthermore, the Council needs to undertake enforcement action against those landlords who have yet
to apply for licences and to confirm that those HMOs not requiring a licence, do have a genuine reason for not doing so. Without this information, assurances
cannot be provided that the Council has identified and is managing HMOs effectively, thereby increasing the risk of non-compliance with legislative
requirements and reputational damage, to the Council.



All outstanding inspection visits for HMO’s to be scheduled in and completed. Until such time as Northgate Assure is in place, scheduling of visits should be
through a combination of the HMO spreadsheet and PSH Officer's Outlook. Management to monitor progress on a monthly basis to ensure visits are being
undertaken on or before due dates. Where HMO inspections are not completed in accordance with required timescales, the Council is failing in its legal
obligations in effectively managing HMOs, whilst also increasing the risk of legal and reputational damage should the health and safety of residents be
adversely impacted on and where the Council has failed to have identified / taken measures to address this.



To compile and maintain accurate records of all enforcement action due / taken, with progress reported to senior management at regular intervals which is
then used to populate the Northgate system. This is to reduce the risk that not all cases have been identified and are not acted upon, thereby breaching the
Council's legal obligations.



The Council needs to assess and to pursue HMO enforcement action as applicable, in accordance with its statutory responsibilities and in doing so, introduce
effective case management. This is to reduce the risk of the Council not discharging its statutory responsibilities under HMO legislation resulting in missed
prosecutions, non-compliance with HMO conditions which remain unabated and legal and reputational damage to the Council.

Caravan Sites


To put in place a formal process between Planning and PSH to ensure all approved caravan sites are identified, including those where the original planning
application was rejected but successfully appealed by the applicant. PSH liaise with Planning, to review all approved planning applications within the previous
two years to ensure no cases have been overlooked where caravan sites do not have a formal licence, if required. Where the Council is not aware of all
caravan sites within its district, it will not be able to ensure that those sites requiring licences have actually been granted a licence. This increases the risk of
the Council not being able to enforce legal action, including imposing fines of up to £2,500 or withdrawing the licence where conditions are not considered
acceptable.



The Council to monitor all newly approved caravan sites to ensure ownership is transferred to Land Registry and that a licence application has been applied
for and processed. This includes all sites where it has been confirmed that planning permission has already been granted, in order to make sure the requisite
ownership transfers are actioned and a licence applied for / issued and can be included / evidenced, as a standard task as part of the application process.
This is to prevent the risk that Land Registry records are not updated with the transfer of ownership and therefore remain unlicensed.

Page 12 of 29



All licenced caravan sites due / overdue for inspection be subject to the requisite checks forthwith with six monthly reports submitted to management confirming
that all scheduled inspections have been completed in accordance with the due dates. This is to reduce the risk of sites not being visited and non-compliances
not being picked up and continuing unabated. This could also result in reputational damage to the Council should non-compliance arise and become public
knowledge.

Empty Homes


PSH and Finance to undertake a reconciliation between their respective Decent Homes Assistant Loan records covering the previous two years, plus current.
Thereafter, PSH and Finance to confirm the accuracy of the quarterly updates in addition to Finance being copied in to the notification for new / repaid loans.
This will reduce the risk of loans (long terms debts) being overlooked and not being correctly stated in the Council's accounts as a contingent asset.



PSH to ensure all empty property checks, as per the quarterly CT records, are kept up to date. Delays in reconciling the property reports from Council Tax
increases the risk of empty properties not being promptly identified, thereby delaying potential enforcement action under powers delegated to the Council.
This also increases the risk of reputational damage to the Council for poor management of empty homes where enforcement action is necessary.



To ensure all follow up visits where Improvement Notices have been issued are scheduled and undertaken within the 12 month timeframe, so as to prevent
the risk of conditions worsening, potentially causing further breaches of legal requirements and the risk of health and safety matters arising in addition to
reputational damage to the Council.

The audit has also highlighted the following areas where six 'important' recommendations have been made.
Policies and Procedures


The Community Housing Renewal Policy to be reviewed and updated where applicable. The Decent Homes Assistance Loans Procedure be reviewed and
updated and to include procedures for assessing and processing Decent Homes Assistance Grants, including delegated levels for discretion to be applied
between awarding a grant in excess of £999, where it would ordinarily qualify for a loan. This will help reduce the risk of loans and grants being incorrectly
assessed and inconsistent practices developing and criticism being made where a grant is being issued for works in excess of the grant limit which is not
repayable.

Minor Works


Once the decision as to whether or not to outsource minor works for adaptations has been addressed, a formal written procedure to be produced on the
processing of minor works for Council tenants and include types of work, roles and responsibilities for oversight / completion and checking of the works and
payment / coding arrangements. This is to reduce the risk of inconsistent/incorrect practices developing or even duplication / unnecessary works at additional
costs to the Council. As previously stated, management has subsequently confirmed that all minor works are now formally completed by the Housing Repairs
Team to ensure consistency, clear communication of works and efficiencies. No further action is required.
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Disabled Facilities Grants


The Housing Business Support Team to scan all outstanding and new means testing forms and supporting documentary evidence on to SharePoint as a
standard operating procedure and to e-mail the generic PSH e-mail account for each one. This is to reduce the risk of unnecessary delays in the application
process causing reputational damage to the Council through dissatisfaction of those entitled / in need of adaptations. Management has subsequently confirmed
that all documentation is now scanned by the Business Support Team. No further action required.

Houses of Multiple Occupation


PSH to formally adopt/implement a standard inspection checklist for every HMO inspection recording all mandatory checks, supported by documentary
evidence. This will reduce the risk of key areas being overlooked or officers not being able to demonstrate that all mandatory items have been covered, if
issues were later to arise.

Empty Homes


All Decent Homes Grants / Loans to be approved by a senior member of staff rather than a peer. Where discretion is used to issue a grant instead of a loan,
where the payment is >£1,000, this reason should be formally documented for the approving officer to consider. Such requirements should also be referred to
in written guidance. This reduces the risk of criticism where discretion is applied to award a grant instead of a loan, where set thresholds are not applied.



To undertake annual checks of householders insurance for those in receipt of a Decent Homes Assistant Loan and that this requirement be referred to in the
written procedure for administering Decent Homes Assistant Loans. This will help mitigate the risk of the Council not identifying and taking the appropriate
actions where the required cover is not in place, as per the conditions of the loan and risking the loan being irrecoverable or incurring additional costs in any
subsequent recovery action.

The audit has also highlighted the following areas where six 'needs attention' recommendations have been made.
Minor Works


The spreadsheet maintained by PSH for recording payments for minor works to include all works completed on behalf of PSH and show a breakdown of costs
between Gross values (£), Net (£) and VAT (£). This helps reduce the risk that the figures do not represent an accurate record of the true costs and do not
match with those appearing in the Council's finance system. Management has subsequently confirmed that all minor works are now formally completed by the
Housing Repairs Team to ensure consistency, clear communication of works and efficiencies. No further action is required.

Disabled Facilities Grants


The Council to provide further guidance on its website for those applying for a DFG with an overview of the process once a recommendation has been received
from the OT, as this is the point at which the Council is responsible for checking financial eligibility. This can increase the risk of stress / hardship through not
knowing if and when applicants are eligible for a grant and when the works will commence.
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To introduce meaningful performance measures that accurately measure all aspects of the processing of a DFG, from the point that it has assumed
responsibility i.e. the date upon receipt of the recommendation from the OT, through to advising the applicant of their financial eligibility to a DFG, involvement
of Building Control, through to the appointment of an approved contractor. There is a risk that delays are occurring in the processing of DFGs that are not
being detected and causing hardship to those applicants entitled to / in need of, disabled adaptations.

Houses of Multiple Occupation


All supporting documentary evidence for HMOs to be consolidated to one specific area e.g. IDOX or SharePoint or other more appropriate storage facility so
as to reduce the risk that records may not be easily retrievable or become misfiled altogether. Management has subsequently confirmed that all PSH Officers
have been reminded of this instruction, which will be monitored moving forward by the Housing Options Manager or other appropriate manager. No further
action is required.

Empty Homes


PSH to maintain accurate records that clearly distinguish between both Decent Homes Assistance Loans and Grants in order to reduce the risk of loans not
being recorded correctly as a long term debt and being overlooked for recovery purposes, resulting in financial loss to the Council.



The PSH webpage for publicising Decent Homes Assistance Loans / Grants be updated to include a link to the application form with more detailed guidance
required to complete the application. This will help reduce the risk of delays in the application process for qualifying persons and or prospective applicants
struggling with the application process.

Operational Effectiveness Matters
The three operational effectiveness matters, for management to consider relate to the following:
Disabled Facilities Grants


Whether or not to continue using Mosaic for processing public DFG referrals once the Council has procured 'Northgate Assure' as its primary system for
Housing activity, included PSH.



The option of providing a means testing application on the Council's website or e-mailing the means testing form following the recommendation from the OT.
The e-mail address could be obtained through calling the applicant to give them the option that could include submitting their documentary evidence by e-mail
rather than through the post or visiting the Council offices.



For the Council to consider its approach to using Building Control / An Approved List, for undertaking all its DFG works, by placing responsibility on the
applicant to obtain two quotes and to submit them to the Council to approve one of them.
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Previous audit recommendations
The areas included in the scope have not been previously subject to audit review by TIAA.
Other issues noted


The Council switched off FLARE in March 2019 having performed a 'Data dump'; essentially via a CSV file. This was a Council wide decision. PSH requested
all data be extracted from FLARE in to a CSV file to be uploaded into a new system. The extraction of data was limited due to restrictions within FLARE and
only based on the original data contained therein at the time.
Northgate Assure was scoped into the integrated Housing systems project in January 2019; the project mandate details all the areas covered and scoped into
the work. Tascomi was an option although did not offer the same level of service. Workaround arrangements in addition to the spreadsheets were put in place
to capture the workload as well as purchasing ‘Ferret Renovator’ to ensure DFGs could continue to be processed. There is currently no deadline for the
procurement of Northgate services although the capital budget has been approved. A Project Manager has been appointed and progress is being made to
role the project out.
Prior to March 2019, FLARE had been used for administering DFGs; both private (privately owned properties)] and public (Council tenants), Houses of Multiple
Occupation (HMO) and Empty Property activity. However, given the aforementioned, assurances could not be provided over the completeness and accuracy
of the key information required for audit testing purposes prior to the transfer.



The Housing Act 2004 introduced a new mandatory licensing system for certain types of Houses in Multiple Occupation (“HIMO”). Following consultation by
central government in late 2015, Statutory Instrument 2018 No 221 was issued. From 1st October 2018 the scope of licences increased to include all HMOs
occupied by five or more people in one household. Although this is a statutory requirement, the legislation required formal adoption by the Council within
Policy.
The Housing Act 2004 makes it a criminal offence if a person controlling or managing an HMO does not have the required licence. A person found guilty of
such an offence will be subject to a fine up to a maximum of £20,000. Breaching any condition of a licence is also an offence, punishable by a fine not
exceeding level 5 on the present scale unlimited fine.
A report was submitted by the Housing Options Manager (HOM) and the Housing Landlord Services Manager to Cabinet at is meeting on 12th March 2019,
recommending Cabinet to 'adopt' the new Housing Act 2004 HMO Licensing Policy, and reflecting these new requirements/changes in its own Housing Act
2004 HMO Licensing Policy.
The draft Policy had previously been considered by the Policy Development Panel (PDP) at its meeting on 19th September 2018 and approved to be considered
by Cabinet. The report also sought approval from the PDP, through a Portfolio Holder decision, to increase the HMO license fee, which had not been amended
since 2011, before the new licence applications could be issued under the new fee charging regime. This was to ensure consistency with all HMO licensing
fees going forward.
The Council did not start sending application forms to landlords until 7th November 2018 with reminders sent on 22nd November 2018. However, these were
sent to known landlords and not including any new HMOs meeting the new criteria. In addition, with effect from June 2019, the Council only included a link on
its website to the application form for landlords to access, whereas previously, they were only sent out manually.
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The Ministry of Housing, Communities and Local Government’s Houses of Multiple Occupation and residential property licensing reform – Guidance for Local
Housing Authorities’ refers under section 2.6 ‘Implementation’ to ‘Local Housing Authorities Under s 55(5) of the Act, local housing authorities have a duty to
effectively implement mandatory licensing in their district. This means that they must promote licensing in their area and accept and process applications
before 1 October 2018'.
We expect local housing authorities to have the framework in place to process and issue licences in advance of this date and to encourage early applications
from landlords who are due to become subject to mandatory licensing’.
Where there is a legislative requirement, in this case in regard to the new HMO requirements effective from 1st October 2018, this must be applied. Ideally,
Policy should be updated to reflect these requirements prior to the change. This was achieved, although not approved by Cabinet until 12th March 2019.
Recommendations have been made (below) to address other weaknesses in this area.
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Assurance Review of the Section 106 (s106) Agreements Arrangements
Executive Summary
OVERALL ASSURANCE ASSESSMENT

ACTION POINTS
Control Area

Urgent

Important

Needs Attention

Operational

Record keeping and
monitoring

0

0

4

0

Expenditure

0

0

0

1

Total

0

0

4

1

SCOPE
A review of s106 Agreements, including the processes in place for managing and monitoring these key schemes, was completed as part of the agreed audit
plan for 2019/20. The audit focused on the effectiveness and efficiency of the control environment, particularly in respect of record keeping and monitoring,
expenditure, internal processes and involvement of other services and third parties.
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RATIONALE



The systems and processes of internal control are, overall, deemed 'Reasonable Assurance' in managing the risks associated with the audit. The assurance
opinion has been derived as a result of four 'needs attention' recommendations being raised upon the conclusion of our work.



The audit has also raised one 'operational effectiveness matter', which sets out matters identified during the assignment where there may be opportunities for
service enhancements to be made to increase both the operational efficiency and enhance the delivery of value for money services.



The previous review was carried out in June 2017 as part of the planned internal audit work, with the original scope including Planning, Planning Enforcement
and s106 Planning Agreements (SH/18/18). At the request of the then Place Manager and in agreement with the Head of Internal Audit, Section 106 Agreements
were reported separately (SH/18/07). This was essentially due to the number and nature of issues found with the s106s. The final report had a ‘Limited Assurance
having raised two ‘Urgent’, two ‘Important’ and two ‘Needs attention’ recommendations.



The direction of travel indicates a significant improvement in the administration of s106 Agreements, since the previous review.

POSITIVE FINDINGS

It is acknowledged there are areas where sound controls are in place and operating consistently:


A comprehensive suite of written guidance has been produced to support the processing and monitoring of s106 Agreements in support of the Local Plan Policy.



The Council has appointed a s106 Monitoring Officer, with effect from 1st April 2019. This officer ensures that all conditions set out within s106 Agreements are
monitored and acted upon when they become due.



The Council’s s106 Monitoring Officer closely monitors s106 obligations, including those requiring involvement of third parties such as the NHS, Lincolnshire
County Council, Parish Councils, in order to ensure monies are used for the purpose they were intended and spent within any deadlines included within the
s106 Agreement.



Progress with s106 Agreement conditions and monies is reported to the Strategic Growth Board; a Member and senior officer group that provides oversight and
coordination of the key housing and development programmes in South Holland and who monitor performance against strategic business plans (both capital
and revenue) and commission delivery or direct operational resource as required.
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ISSUES TO BE ADDRESSED

The audit has highlighted the following areas where four 'needs attention' recommendations have been made.
Record keeping and monitoring


There is a need to provide cover in the absence of the s106 Monitoring Officer so as to reduce the risk of planning obligations contained within s106 Agreements
being overlooked or delayed and delays in reporting progress to the senior management and Members.



To undertake a reconciliation between the s106 Monitoring records and those within the new system, currently being procured by Legal services of all s106
Agreements. This is in order to reduce the risk of errors or discrepancies between records held in Planning and in Legal Services for the management and
oversight of s106 Agreements and the obligations contained therein.



To restrict access to amend / update the s106 Monitoring spreadsheet to only those relevant and authorised officers within Planning, Legal and Finance (PSPS).
. Access for other areas to be restricted to 'Read only', as applicable. This is to reduce the risk of data being deleted or altered without the knowledge of either
the s106 Monitoring Officer or Finance thereby increasing the risk of obligations not being delivered and or financial information being inaccurate.



For Planning to include its deadline for processing the application in its instructions to the Senior Planning Lawyer to prepare a s106 Agreement and for the
s106 Monitoring Officer and the Senior Planning Lawyer to include, as a standard item at their regular meetings, progress with pending s106s i.e. where Planning
has issued instructions to Legal to prepare a s106 Agreement. This is to help mitigate against the risk of unnecessary delays arising in the preparation of the
s106 Agreement, resulting in key deadlines not being met.

Operational Effectiveness Matters


The operational effectiveness matter, for management to consider relates to aligning the reports to the Strategic Growth Board and to the Finance Board, in
order to prevent the need for preparing two reporting formats, essentially relating to the same topic i.e. s106 obligations.

Previous audit recommendations
The previous internal audit recommendations (SH/18/07) had been confirmed as implemented as part of our cyclical follow up processes.
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Other points noted
The end of year financial position on s106 monies was last submitted to the Shared Executive Director of Commercialisation, prior to the scheduled Finance Board
meeting, on 14th June 2019. This meeting was cancelled due to the flooding mitigation works. The format of the data to be presented to the Finance Board is currently
under review with no further update provided since the end of year position.
Control reconciliations are being undertaken between Finance and Planning, with outcomes reported to the Strategic Growth Board at the July 2019 meeting, with the
next scheduled to be presented late October 2019. Finance will build upon the s106 Monitoring Officer's report to the Strategic Growth Board and present the latest
financial position to Finance Board on 5th November 2019. That data will progressively move over to the proposed format for January/February 2020 Finance Board.
The outcomes will though require reporting to the Strategic Finance and Compliance Manager before they are reported to the Shared Executive Director of
Commercialisation and the Finance Board.
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Assurance Review of the Strategic Housing Arrangements
Executive Summary
OVERALL ASSURANCE ASSESSMENT

ACTION POINTS
Control Area

Urgent

Important

Needs Attention

Operational

Governance

0

1

0

1

Performance monitoring

0

0

1

0

Total

0

1

1

1

No recommendations have been raised in respect of appraisal and
assessment, pre-commencement or project management.

SCOPE
This audit was carried out to provide assurance over the strategic housing programme and projects that have been delivered for Welland Homes and the
Housing Revenue Account (HRA). In particular, it reviewed the overall governance of the process, appraisal and assessment of projects, pre-commencement,
project management and performance monitoring.
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RATIONALE



The systems and processes of internal control are, overall, deemed 'Reasonable' in managing the risks associated with the audit. The assurance opinion has
been derived as a result of one 'important' and one 'needs attention' recommendations being raised upon the conclusion of our work.



The audit has also raised one 'operational effectiveness matter', which sets out a matter identified during the assignment where there may be opportunities for
service enhancements to be made to increase both the operational efficiency and enhance the delivery of value for money services.



A direction of travel has not been provided since the scope of this audit has not been subject to previous audit scrutiny.

POSITIVE FINDINGS

It is acknowledged there are areas where sound controls are in place and operating consistently:


The Strategic Housing team has a resources plan spreadsheet for monitoring ongoing projects, to ensure that all necessary tasks have a responsible officer
assigned and that key milestones are achieved.



A 'hopper' model has been developed to calculate the financial impact of proposed housing projects and assessing non-financial criteria, to determine whether
they meet the Council's objectives. This helps to ensure that only projects which meet the Council's objectives are pursued and that the most appropriate
development route is selected for each potential project.



All necessary internal approvals and external appointments are completed prior to formal contracts being signed, to ensure that the project is ready to proceed
before any legal agreements are entered in to.



The Council's Contract Procedure Rules are adhered to for all appointments of contractors and consultants, including those for Welland Homes' projects, to
ensure that a fair and transparent process is followed.



Project expenditure is monitored regularly against approved budgets, to ensure that the financial returns expected can be achieved.



Progress with individual projects is reported regularly to the Council and the Welland Homes Board. This ensures that all interested parties are kept up to date
with progress and any issues that may arise can be promptly resolved.
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Assurance Review of Environmental Protection
Executive Summary
OVERALL ASSURANCE ASSESSMENT

ACTION POINTS
Control Area

Urgent

Important

Needs Attention

Operational

Contaminated land

0

0

0

0

Air quality

0

0

2

0

Private water supplies

0

0

0

0

Total

0

0

2

0

SCOPE
The previous audit of Environmental Protection, with a scope covering contaminated land, air quality and private water supplies, was completed in 2017/18,
with a limited assurance grading given. The 2018/19 review was deferred to allow the team to work on the implementation of new software. This audit covered
the same scope as the previous audit and followed up on recommendations raised during the last review, to ensure that controls have been improved following
software implementation.
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RATIONALE





The systems and processes of internal control are, overall, deemed 'Reasonable Assurance' in managing the risks associated with the audit. The assurance
opinion has been derived as a result of one 'important' and three 'needs attention' recommendations being raised upon the conclusion of our work.
The issues raised in the ‘Other points to note’ section have also been taken in account when determining the overall level of assurance.
The previous audit report on Environmental Protection (BRK/18/06 SH/18/05) was issued in January 2018 and concluded in a ‘Limited’ assurance opinion,
having raised 16 recommendations. This indicates that the overall level of assurance has improved since the last audit.

POSITIVE FINDINGS

It is acknowledged there are areas where sound controls are in place and operating consistently:





Both Councils have guidance for officers on managing contaminated land, and Breckland Council has procedures for private water supplies and environmental
permitting, to ensure a consistent approach to managing these services.
Both Councils have a published register of contaminated land sites and an internal register of potential contaminated sites, to help ensure that such sites are
not developed without appropriate mitigation measures being put in place.
Each Council monitors air quality within its respective district and publishes an annual report on air quality on its website. This is to ensure that members of the
public are aware of air quality issues and how their Council is responding to them.
Application fees and annual subsistence fees for environmental permits at both Councils are invoiced and paid promptly, to ensure that the costs of delivering
this service are recovered.

ISSUES TO BE ADDRESSED
The audit has also highlighted the following areas where three 'needs attention' recommendations have been made.
Air Quality


Procedure notes for environmental permitting be produced, to reduce the risk of inconsistent working practices developing and increase resilience.
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Contaminated Land, Air Quality and Private Water Supplies


Fees for environmental permits and private water supply samples be recorded on premises records on Tascomi, thereby improving audit trail and reducing the
risk of correct fees not having been received.

Operational Effectiveness Matters
There are no operational effectiveness matters for management to consider.
Other points to note




SHDC migrated their computer system from Civica Flare to Tascomi Public Protection in April 2019, with Flare switched off on 31st March 2019. Due to the
contract termination arrangements with Civica, there was only a brief overlap at the end of March 2019. The data was extracted from the Civica system prior
to the switch and then processed by Tascomi themselves for upload to the new system. Various issues with the data and functionality of the new system have
been identified and raised with Tascomi; addressing these is an ongoing process.
Due to resourcing issues, South Holland District Council has been unable to complete regular inspections of businesses in the district that have environmental
permits. In order to resolve this issue, a consultant has been appointed to undertake a review of all permitted premises, conduct inspections and produce an
inspection programme for the Council to follow in future years. This external review is taking place in October 2019.
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Assurance Review of the Leisure Arrangements
Executive Summary
OVERALL ASSURANCE ASSESSMENT

ACTION POINTS
Control Area

Urgent

Important

Needs Attention

Operational

Contract Monitoring,
including performance

0

0

1

0

Payment Mechanism

0

1

0

0

Total

0

1

1

0

SCOPE
This review focused on the controls in place for the contract management of the new contract to ensure that these are robust and to ensure appropriate
performance of Parkwood Leisure is in accordance with contractual requirements.
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RATIONALE



The systems and processes of internal control are, overall, deemed 'Reasonable Assurance' in managing the risks associated with the audit. The assurance
opinion has been derived as a result of one ‘Important’ and one ‘Needs attention’ recommendations being raised upon the conclusion of our work.



The previous report of Leisure Services (SH/19/11) was issued in February 2019 with a ‘Substantial’ assurance, having not raised any recommendations. The
review focused on the closedown arrangements of the previous contract and mobilisation of the new contract prior to commencing on 1st March 2019. Therefore,
no direction of travel comparison is appropriate.



The Council is currently seeking to recover any losses through a standard dilapidations claim with the previous tenants as per the terms of the previous contract.
As a consequence of the actions being taken by the Council, further scrutiny of this issue was excluded from the scope of the audit.

POSITIVE FINDINGS

It is acknowledged there are areas where sound controls are in place and operating consistently:


The Council and Parkwood Leisure have a signed contract that includes reference to the contract duration, termination clauses, payment mechanism,
performance measures, default arrangements, client contractor liaison and reporting requirements, thereby making it clear the contractual obligations of both
parties.



The Council has a formal contract monitoring manual in place. This allows the Council to follow documented processes for monitoring the performance of the
contractor’s performance against contractual requirements.



The Council receives monthly reports and quarterly performance reports; the latter supported by progress with statutory compliances and with monthly
breakdowns of income and expenditure for both the Castle Sports Complex and the Peele Leisure Centre. This allows the Council to closely monitor compliance
requirements and financial matters in regard the contract with Parkwood Leisure.



Monthly and quarterly liaison meetings take place between the Council and Parkwood Leisure, which includes review of the quarterly performance reports at
the quarterly meeting. This ensures that key issues are covered / discussed and monitored.



Inspections visits by Council officers are formally documented including actions requiring attention. This helps maintain high standards as required under the
terms of the contract and for service users.
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The Castle Sports Complex acquired QUEST accreditation on 19/09/19 having undergone assessment on 02/09/19 by the National Benchmarking Service
(NBS). The accreditation covers the period up to March 2020. The Peele Leisure Complex in Long Sutton underwent an Unannounced Directional Review on
07/08/19 and maintained the banding of 'Very Good' despite the review itself attaining a banding of 'Good'. The accreditation is due for renewal in May 2020.
This demonstrates the Council's Leisure Services are operating in accordance with industry standards.

ISSUES TO BE ADDRESSED

The audit has highlighted the following area where one 'Important' recommendation has been made.
Payment mechanism


To ensure the Council and Parkwood leisure comply with the payment terms as specified in the contract (Schedule 6), in order to reduce the risk of delays in
the Council receiving monies due and as agreed by all parties.

The audit has also highlighted the following area where one 'Needs attention' recommendation has been made.
Contract monitoring and performance information


For outcomes of matters raised in the monthly client / contractor meetings to be recorded in subsequent meeting notes. This is to reduce the risk that they
remain outstanding adversely impacting on the running of the contract.

Operational Effectiveness Matters
There are no operational effectiveness matters for management to consider.
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