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Introduction  
 
1. The purpose of this report is to: 
 

� Advise of progress being made with the 2013/14 Audit Plan 

� Provide details of the audit work during the period  
� Provide details of the current position with agreed management actions in 

respect of previously issued reports 

� Update the committee on a change to the 2013/14 Audit Plan 
 
 

Key Messages  
 
2. All the audits that are to be completed as part of the 2013/14 Audit Plan are in 

progress and we are on track to deliver reports by the end of March 2014. A 
number of the finance audits are also being delivered by our colleagues at ELDC. 
 

3. Two areas have been removed from the plan with the agreement of the Assistant 
Director – Finance. The audit of Efficiency Savings is to be deferred to next year's 
plan as this will be a more useful time for the review to be undertaken. The audit 
of Project Management has also been deferred. This was a follow up of a 
previous audit and has been deferred as there are no new projects to review that 
would demonstrate recommendations have been implemented. 

Recommendation:  
a) That Members consider the content and outcomes of Internal Audit work 
 and identify any action required. 
 



 

 

Internal Audit work completed from November 2013 to 
February 2014 
 
4. The following audit work has been completed and a final report issued:  
 

Full Assurance Substantial Assurance 
 

Limited Assurance 

� Treasury 
Management 
 

� Housing Benefits 
� Council Tax & NNDR 

 

� Information Governance 

� Procurement 
 

 
Note: The Governance & Audit Committee should note that the assurance 
expressed is at the time of issue of the report but before the full implementation of 
the agreed management action plan.  Definitions levels are shown in Appendix 1.  
 

5. We are reporting two Limited assurance audit in this quarter and the management 
summaries are provided at Appendix 2.  
 

6. Progress with the implementation of agreed management action on 
recommendations for previous audits resulting in ‘No’ or ‘Limited’ assurance is 
followed up and reported in Appendix 3 (summary) and Appendix 4 (detail).  
 

7. In the audits given Full and Substantial Assurance, we confirmed that the Council 
has sound processes in place: 

 
Treasury Management 
Our colleagues at ELDC have completed the audit of Treasury Management 
arrangements for both Councils. Their review confirmed that arrangements 
remain robust and well controlled.  There are efficient processes in place for the 
monitoring of cash flow and investment of monies.  Investment institutions are 
closely monitored for suitability with decisions being made by authorised officers.  
We made minor recommendations relating to updating the authorised signatories 
lists at both Councils. 
 
Housing Benefits 
Our testing, observations and discussions with officers confirmed that benefits 
processes are well controlled.  The transactions we tested were complete, 
accurate and bona fide with appropriate supporting records.  We made minor 
recommendations relating to the approval of overpayment write-offs, review of 
‘local authority error’ overpayments and checking claims where problems have 
been identified in the previous year’s subsidy testing. 
 
Council Tax & NNDR 
Our audit review confirmed that overall revenues processes are operating 
effectively and sound controls are in place. There were a few areas for 
improvement: one in particular around write offs at SHDC. An instance was 
identified whereby Revenues debts had been written off the Academy system 
prior to obtaining Cabinet approval. These debts amounted to £76,614.83. Whilst 



 

 

we are aware that certain officers and Members were informed of this decision, 
this does not comply with the Council’s constitution. 

 
Audits in Progress 
 
8. The following audits are currently in progress: 

 
Welfare Reform  
The fieldwork on this audit is now complete and a joint report has been drafted for 
SHDC and ELDC. We have been reviewing how welfare reform has been 
implemented at each council focussing on:  

• Local Council Tax Support Scheme 

• Welfare and Discretionary Housing Payments 

• Under- occupancy and the Benefits Cap 
 
Payroll 
Our audit of payroll processes is currently in progress. This is a joint review with 
ELDC as CPBS now run both councils' payroll on the Dynamics AX system. Our 
review will provide assurance to the councils and CPBS management that sound 
controls are being operated within payroll processes, and that the councils’ 
resources are being protected. 

 
Bank Reconciliation 
Our audit of bank reconciliation processes is currently in progress. This audit 
covers both SHDC and ELDC and we will provide assurance to the two Councils 
that reconciliations are completed regularly, are up to date and that they are being 
managed and maintained appropriately. 

 
Accounts Payable  
We have agreed the audit brief for this review which will seek to provide 
assurance that there are sound controls within the systems to process and pay 
creditor invoices and that the Councils' resources are being protected. This is a 
joint audit for both SHDC and ELDC and is being undertaken by our colleagues at 
ELDC. 
 
HR Strategy & Policies 
The fieldwork for this review is complete and the audit is going through our 
internal review process. The review is focused on HR strategy and policies to 
provide assurance to the Council that there are appropriate arrangements in 
place to facilitate effective management of the workforce to deliver Council 
priorities. The work includes:  

• Reviewing the arrangements in place between SHDC and CPBS for delivery 
of the HR function 

• Identifying strategy and polices to confirm they meet the Council's needs, are 
appropriately approved, regularly reviewed and communicated to 
management and staff 

• Considering how policy compliance is monitored and reported  
 
 
 



 

 

Risk Management 
Our review is a follow up to the previous audit completed in May 2012. We have 
considered: 

• The linkages between the strategic risk register and the corporate objectives / 
vision 

• The escalation chains – the governance process around risk 

• Review of the risk management strategy 

• How strategic and operational risks are monitored and reported on 

• Performance monitoring and reporting of ‘high’ level services risks and the 
mechanisms for doing this 

• Training & tools available to staff on risk management  
 

The fieldwork is now complete and a report has been drafted for management. 
 

Business Continuity 
The audit brief has been agreed with the Community Development Manager and 
work is currently in progress. Our review will seek to provide assurance to the 
Council that business continuity arrangements are appropriate and are managed 
effectively. 

 
Whilst we are making progress with this audit the availability of the client prior to 
31st March may mean that the audit will be completed in April / May 2014. 
 
ICT audit – Data Migration of Fixed Asset Register 
Compass Point Business Services (CPBS) have implemented a proprietary fixed 
asset register for both South Holland District Council and East Lindsey District 
Councils. The Real Asset Management 4000 (RAM) system enables CPBS to 
move away from a spreadsheet based non-current asset register solution to an 
IFRS compliant externally supported application. 
 
We have reviewed the implementation of this system to confirm there is a clear 
business case supporting the decision to move to a proprietary system and a 
project plan which identified and scheduled the key tasks involved. We have also 
tested the accuracy of migration and reconciliation between old and new 
registers. The draft audit report is due to be issued shortly. 

 
ICT audit - Systems Supporting Finance/General Ledger and Cash 
Receipting Processes 
As part of our ICT work, we are completing an application review of finance and 
cash receipting systems (AX, AIM and AXIS). The work will provide assurance 
around the processes followed to main and secure these key applications, and 
also contribute to the external audit assessment of controls management operate 
over financial systems. 

 

 
Performance Information 
 
9. Our current performance against targets is shown below:  
 



 

 

 
Performance Indicator 

 
Target 

 
Actual @ 28 
February 2014 

Percentage of 13/14 plan completed. 100%  
(revised plan) 

85% 

Percentage of key financial systems 
completed. 
 

100%  56% 
 

Percentage of recommendations 
agreed. 
 

100%  100% 

Percentage of recommendations 
implemented (11/12 audits with 
points outstanding, 12/13 & 13/14 
audits) 
 

100% or escalated  
 

80% 

Timescales Draft report issued within 
10 working days of 
completing audit.  
Final report issued within 
5 working days of 
closure meeting / receipt 
of management 
responses. 
 

� 38% 
 

� 100% 
 
 

 
 

Client Feedback on Audit (average) Good to excellent Excellent 
 

 
10.  At the end of February 2014, 85% of the plan is complete and the remaining 

audits are in progress. 
 
 

Other matters of interest 
 
11.  Audit Commission – Tough Times 2013 (November 2013) 
 
The Audit Commission issued its third and final report examining the scale and 
impact of funding reduction from Central Government 'Tough Times 2013'.    The aim 
of the report is to provide central government, councils, their appointed auditors and 
other interested stakeholders with an independent and authoritative analysis of: 

� changes in central government funding to councils; and  

� changes in councils' actual and planned spending on services. 

 
The report also presents the finding of our 2013 survey of councils' appointed 
auditors concerning: 

� how councils' have coped with their recent financial challenges; and  

� councils' prospects for financial resilience. 

 
Key Conclusions of the report: 
 



 

 

� In the face of financial challenges from 2010/11 to 2013/14, almost all councils 

have demonstrated a high degree of financial resilience.  Auditors report that 

nine out of ten councils delivered their budgets in 2011/12 and 2012/13 

without experiencing significant financial difficulties. Seven out of ten councils 

delivered their budgets in those years without needing to take unplanned 

actions. The prospects for delivering the budget in 2013/14 also appear good 

for about nine out of ten councils. 

 
� The research also shows that funding reductions have not fallen equally.  A 

small minority of councils have found it harder to cope than others, with one in 

ten experiencing significant difficulties in delivering the budgets they set in 

2011/12 and 2012/13 and three in ten needing to take unplanned actions in 

those years to balance the books.  One fifth of councils overall and a quarter 

of metropolitan and unitary authorities exhibited financial stress in both 

2011/12 and 2013/13.  Auditors have concerns about the ability of one in ten 

councils to deliver their budget in 2013/14.  A few of these have been a source 

of concern to auditors in successive years. 

 
� In our report on councils' financial resilience in 2011 we noted that councils 

were 'at the start of a different and uncertain period for their finances'.  Our 

analysis this year shows councils' funding from government reduced by 19.6% 

in real terms from 2010/11 to 2013/14 and council tax fell by 1.7%.  Central 

funding to councils will reduce further in 2014/15 and 2015/16 as part of the 

government's ongoing strategy to reduce the UK's budget deficit. Policies that 

aim to reduce or freeze council tax will continue in these years.  There is 

uncertainty for councils about funding from government beyond that, and 

about the income they can expect from retained business rates in the future as 

the UK economy recovers from a period of low growth. 

 

� With uncertainty about the future funding available to deliver services, councils 

cannot be sure what savings they will need to make.  Auditors report that at 

least one in ten councils do not yet have plans for how they will address the 

expected gap between funding and spending in coming years.  It is 

understandable, therefore, that auditors are less confident about the medium-

term financial prospects of one third of councils. 

 

� The research shows councils have already adopted a wide range of strategies 

in response to financial challenges, although the long-term effect of these on 

councils' financial resilience or their ability to meet the needs of local 

communities is unknown.  Councils, nevertheless, have valuable learning to 

share about how to secure the maximum benefit from their savings initiatives 

to date. 

 
� For about one in five councils, the available options to reduce spending in the 

future are becoming more limited.  One in twenty auditors told us that councils 



 

 

are finding savings harder to identify, and harder to deliver with fewer 

resources.  Where conventional strategies can no longer be relied on to 

deliver the savings needed, councils will need to innovate to develop new 

approaches to public service delivery that rely less on finding from 

government. 

 
� Councils' must adapt in order to continue to provide services that meet their 

statutory obligations and the needs of their local communities - with reduced 

levels of income.  There will be ongoing risks for councils as they do so.  As 

the Audit Commission is expected to close in March 2015, it will be for the 

government and others to find alternative ways to draw on the insights that 

auditors can provide about the financial resilience of England's councils and to 

remain vigilant for signs of financial stress. 

 

Possible consideration for the Governance & Audit Committee: 
 

� Assurance over value for money – both the arrangements for securing value 

for money and the progress in achieving value for money 

� Obtain insight from Management & External Auditors over the effectiveness of 

Councils' medium term financial strategy and its scrutiny.    

 
http://www.audit-commission.gov.uk/2013/11/toughtimes2013/ 
 
12. Audit Committees - Practical Guide for Local Authorities and Police  
-  2013 Edition (CIPFA) 
 
CIPFA has issued updated guidance on the function and operation of audit 
committees in local authorities and police bodies.  It represents CIPFA's view of best 
practice and includes the following areas: 
 
Position statement on Audit Committees – emphasising the importance of the Audit 
Committee as a key component of governance 
 

� Whilst recognising no single model of audit committee is prescribed gives 

suggested core functions – including : 

o Effectiveness, understanding and realism of assurance statements - 

including the Annual Governance Statement 

o Oversee the Internal Audit Function performance and effectiveness 

o Consider the effectiveness of the Council's risk management 

arrangements and control environment.  Review the risk profile of the 

Council and assurances that action being taken on risk-related issues. 

– including partnerships with other organisations. 

o Monitoring the effectiveness of value for money and counter fraud 

arrangements 

o Consider reports and recommendations of external audit and inspection 

agencies and their implications for governance, risk or control. 



 

 

o Support effective relationships between internal and external audit, 

inspection agencies – encouraging the active promotion of the value of 

the audit process. 

o Review the financial statements, external auditors opinion and reports 

to members – monitoring management response to any issues raised 

by external audit 

 

� Suggested terms of reference for audit committees 

 
� Information on possible wider functions of an Audit Committee i.e. 

o Considering governance, risk or control matters at the request of other 

Committees or Statutory officers 

o Working with local standard committees to support ethical values and 

reviewing the arrangements in place to achieve those values 

o Reviewing and monitoring treasury management arrangements 

o Providing oversight of other public reports, such as the annual report  

  
� Independence and Accountability 

  
�  Membership and Effectiveness 

 

� Self-assessments / appendices covering: 

o Audit Committee members – knowledge and skills framework 

� Core areas of knowledge 

� Specialist knowledge that adds value to the Audit Committee 

� Core skills 

 

� Self-assessment of good practice 

 

� Evaluating the effectiveness of the Audit Committee 

 
Possible consideration for the Governance & Audit Committee: 
 

� Review existing arrangements in light of the best practice guidance – 

identifying any changes it may wish to make 

� Review terms of reference of the Committee 

� Review the effectiveness of the Committee 

 
13. The Whistleblowing Commission – Report on the effectiveness of existing 

arrangements for workplace whistleblowing in the UK – November 2013 
 
There is now widespread recognition in government and public, private and voluntary 
organisations of the important role that whistleblowing plays in achieving effective 
governance and an open culture.   A culture where people are encouraged to speak 
out, confident that they can do so without adverse repercussions, confident that they 
will be listened to, and confident that appropriate action will be taken.   



 

 

 
It is now 20 years since the whistleblowing charity – Pubic Concern at Work was 
established and 15 years since the Public Interest Disclosure Act, designed to protect 
whistleblowers, was put in place.  The Whistleblowing Commission (set up in 
February 2013) has examined the effectiveness of existing arrangements for 
workplace whistleblowing in the UK and make recommendations for change.  
 
The Government's consultation – Whistleblowing framework: call for evidence is 
currently being evaluated.  They have agreed to take into account the Whistleblowing 
Commission findings in its National Action Plan for Open Government.  
 
Possible considerations for the Governance & Audit Committee: 
 

� Include review of the effectiveness of the Councils whistleblowing 

arrangements as part of its 2014/15 work plan. 

 
http://www.pcaw.org.uk/Whistleblowing-commission-public-consultation 
 
 
______________________________________________________ 
 
Background papers:- None 
 

 
Lead Contact Officer 
 
Name/Post: Lucy Pledge - Head of Audit & Risk Management, Audit Lincolnshire 
Telephone Number: 01522 553692 
Email: lucy.pledge@lincolnshire.gov.uk 
 
Key Decision: 
No  
 
Appendices attached to this report:  
Appendix 1 – Assurance Definitions 
Appendix 2 – Audits with Limited Assurance 
Appendix 3 – Outstanding Recommendations as at 28/02/14 
Appendix 4 – Outstanding Recommendations as at 28/02/14 (detail) 
Appendix 5 – Internal Audit Plan & Schedule 
 

 



 

 

Appendix 1 - Assurance Definitions 
Full Assurance 
 
 

Our critical review or assessment on the activity gives us a high level of 
confidence on service delivery arrangements, management of risks, and 
the operation of controls and / or performance. 
 
The risk of the activity not achieving its objectives or outcomes is low. 
 
As a guide there are a few low risk / priority actions arising from the 
review. 

Substantial Assurance 
 
 

Our critical review or assessment on the activity gives us a reasonable 
level of confidence on service delivery arrangements, management of 
risks, and operation of controls and / or performance. 
 
There are some improvements needed in the application of controls to 
manage risks. However, the controls are in place and operating 
sufficiently so that the risk to the activity not achieving its objectives is 
medium to low. 
 
As a guide there are low to medium risk / priority actions arising from the 
review.  

Limited Assurance 
 
 

Our critical review or assessment on the activity identified some 
concerns on service delivery arrangements, management of risks, and 
operation of controls and / or performance. 
 
The controls to manage the risks are not always being operated or are 
inadequate. Therefore, the risk of the activity not achieving its objectives 
is medium to high. 
 
As a guide there are medium and a few high risk / priority actions arising 
from the review.   
 
Our work did not identify system failures that could result in any of the 
following: 
- damage to the Council’s reputation 
- material financial loss 
- adverse impact on members of the public 
- failure to comply with legal requirements 

No Assurance 
 
 

Our critical review or assessment on the activity identified significant 
concerns on service delivery arrangements, management of risks, and 
operation of controls and / or performance. 
 
Our work identified system failures that could result in any of the 
following: 
- damage to the Council’s reputation 
- material financial loss 
- adverse impact on members of the public 
- failure to comply with legal requirements 
 
The controls to manage the risks are not being operated or are not 
present. Therefore the risk of the activity not achieving its objectives is 
high. 
 
As a guide there are a large number of medium and high risks / priority 
actions arising from the review. 
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Appendix 2 – Audits where assurance is assessed as ‘No’ 
or ‘Limited’ 
 

Information Governance 

 
Introduction and Scope  
 
We have recently completed an audit of the Council’s information governance 
arrangements to provide assurance on compliance with the Data Protection Act 1998 
and the Freedom of Information Act 2000. Failure to comply with these Acts can lead 
to financial penalties, reputational damage and in limited cases even criminal 
charges. 
 
Within our audit we reviewed: 

• Policies, procedures and guidance 

• Training and awareness 

• Information available to members of the public 

• Applications that hold personal data, security and processing of data 

• Compliance with the Acts 

• Records management 
 
The Assistant Director, Democratic Services is the Council’s Data Protection and 
Freedom of Information Officer and is supported by a Data Protection Administrator. 
The Operations Support Team, which is part of CompassPoint Business Services 
(CPBS), is responsible for co-ordinating and recording Freedom of Information 
requests on behalf of the Council. 
 
Our audit considered arrangements at SHDC and did not look at arrangements for 
CPBS. 
 

Executive Summary  
 
 
Assurance Opinion – Limited Assurance 
 
To ensure the Council complies with the Data Protection and Freedom of 
Information Acts, officers and members need to have a clear understanding of the 
Acts’ requirements and the processes which are in place to deal with complaints or 
requests for information.  We identified that: 
 

• Policies and guidance on Data Protection, Freedom of Information and 
Document Retention that are available to officers and members need to be 
reviewed and updated to ensure the information is complete and accurate. 
Policies have not been updated since they were first issued 

 
 
 



Audit Lincolnshire – Internal Audit Report 

 

 

 

 

• A more formal and comprehensive approach is required to training and 
awareness on these areas to ensure all staff and members understand the 
requirements of the Acts. At present these areas are not always covered in 
induction and not all staff receive training 

 
Where policies / guidance are not regularly reviewed to keep them up to date 
and staff and members do not receive adequate training there is a risk that they 
will not be aware of Data Protection and Freedom of Information requirements. 
Without up to date and clearly communicated policies on document retention, 
officers may not keep information for the appropriate periods. As a result, the 
Council could fail to comply with the Acts and this may result in fines and 
reputational damage.  
 
A process and timetable should be agreed to ensure policies and guidance are 
reviewed and refreshed as soon as possible and then annually, or when 
legislation changes. These areas should also form part of the Council’s induction 
process and training plans. 
 
Our testing has not identified any breaches of the Acts, and we have confirmed 
that there are sound systems in place to identify and respond to data requests.  
 
 
Direction of Travel 
 

 
          Stable  
 
While we found processes are appropriately 
followed, training arrangements need to be 
strengthened and supporting information updated. 
Once review is completed, SHDC will have higher 
level of assurance around information 
governance. 
   

 
The Council has a number of policies in place relating to information governance 
arrangements. These include the: 
 

• Data Protection Policy (2003) 

• Information Management Policy (2004) 

• Document Retention Policy (2005) 

• Publication Scheme 
 
These are available to staff on the SHINE but there is no evidence that they have 
been reviewed or updated since they were issued up to ten years ago. Whilst much 
of the detail is still relevant, the policies do not reflect changes in the structure of the 
organisation, key contacts and the roles / responsibilities of CPBS. Where some 
information is incorrect, confidence in other detail is likely to be reduced and staff / 
members will not be certain that they can rely on the policies, that they are correct or 
cover all the requirements of the Information Commissioner. 
Information on data protection and freedom of information (FOI) is available to 
members of the public on the council’s website. Whilst this is comprehensive and 
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easy to follow, similar review is required to update key contact data and demonstrate 
the website content is up to date. 
 
While updates on data protection and FOI are available to staff via the intranet and 
training is available to specific officers, the council has a responsibility to ensure all 
staff have sufficient awareness of these areas to reduce the risk of inappropriate 
disclosure. This should involve including information in all staff inductions, and 
providing regular update sessions to staff through team meetings or mandatory e-
learning. The reinstatement of a Data Protection Group would also support greater 
awareness within the organisation.  
 
There is a clear process to respond to FOI requests – these are logged by CPBS 
Operations Support and response co-ordinated and provided by the Data Protection 
Administrator. Our testing identified occasions where responses have exceeded 
required timescales by a few days due to delays in managers providing information. 
Staff need to be reminded of the importance of responding to information requests 
promptly so that the council meets FOI deadlines. 
 
As Council Members process and hold information, in previous years they are been 
registered as Information Controllers separate to the registrations of the council itself. 
This registration has not been completed this year based on verbal information from 
the Council Leader, however, current guidance reflects that some Members may 
need to register if they are processing personal information for aspects of their work. 
To ensure the Council is complying with the statutory requirements, written 
confirmation that no Members need to register should be obtained from the 
Information Commissioner. 
 
During our review we also found examples of good practice. These include: 
 

• The officers with overall responsibility for Data Protection and FOI have 
undertaken training and demonstrated a clear understanding of their roles 
throughout the review 

• The data protection registration for the council and the electoral registration office 
are up to date and there is a mechanism in place to identify when renewal is due 

• The council has received 2 complaints on disclosure during the last 4 years and 
these were appropriately responded to 

• There is a clear and well managed process in place to respond to subject access 
and FOI requests. These are overseen and responded to by the Data Protection 
Administrator will all FOI responses being approved by the Assistant Director, 
Democratic Services 

• CMT receive regular reports on FOI requests, any outstanding requests and 
backlogs. 

 
Further details of our findings are provided in the attached action plan with 
recommendations that seek to improve and strengthen current information 
governance arrangements.  
 
We would like to thank Vicky Thomson and Louisa Clare for their time and help in 
undertaking this work. 
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Management Response  
 
 
As Assistant Director who has responsibility for Data Protection and Freedom of 
Information within the Council I welcome this report. I am pleased to find that it has 
provided me with no surprises and the vast majority of the identified actions were 
already planned to take place.  
  
I note that whilst Policies have not been updated, care has been taken to ensure that 
the Council abides by the law in place at the time even though changes in law may 
not have been explicitly expressed within the Policies. Plans are already in place to 
update the Policies however we would always defer to the law above policy. I am 
therefore pleased to see that the report acknowledges there have been no breaches 
of the Acts and that "there are sound systems in place to identify and respond to data 
requests." 
  
Review of Policies will become more routine across the Council through the 
Performance system currently being implemented. 
  
I am confident that all identified actions are achievable and my supporting officers will 
work to implement them in readiness for a further audit check that we have ourselves 
requested. 
 
 

 

 
Management Actions 
 

 
No 

 
All to be completed by: 

High Priority  
 

5 1st August 2014 

Medium Priority 11 1st August 2014 
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Procurement 
 

Introduction and Scope  
 
 
We have undertaken an audit review of the Council's procurement arrangements to 
provide independent assurance that: 
 

• Procurement policies and guidance are comprehensive, up to date and are clearly 
communicated to all staff  

• Procurement practices are in accordance with Council's Contract and 
Procurement Procedure Rules and relevant legislation  

• Purchasing contracts provide value for money  

• There is appropriate consultation with Procurement Lincolnshire and Legal 
Lincolnshire throughout the Procurement process 

 
Managers at South Holland District Council (SHDC) are responsible for undertaking 
procurement processes, with advice available to them from the Performance Team. 
Procurement Lincolnshire is also available to provide specialist support for more 
complex and higher value procurement arrangements. 
  
At the time of our audit, we are aware that the procurement function is being 
reviewed by the Business Development team.  Following our closure meeting with 
the S151 Officer and Joint Performance Team Leader we established that this piece 
of work is forming part of the efficiencies and savings programme and will report in 
2014/15.  The S151 Officer is the project sponsor.    
 
 

Executive Summary  
 
 
Limited Assurance 
                                                                                                                                                         
Our audit review identified occasions where the Council’s contract regulations and 
procedures have not been followed when procuring goods and services. Where 
these rules are not applied, there is a risk that the Council cannot demonstrate 
transparency and fairness in the selection of suppliers, and may not have achieved 
value for money. The examples we identified included where: 
 

• different service areas are paying individual invoices to the same supplier 
during the year which amount, in total, to values where quotes or tenders would 
have been sought if one procurement exercise had been completed. This was 
the case for four out of the ten suppliers in our sample.  

• a single contractor is being used and the arrangement has not been reviewed 
for some years to confirm it remains value for money.  

• there has been an exception to procedures (e.g. obtaining quotes from two 
rather than three suppliers) and there is no evidence of appropriate approval 
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In total, the council has paid over £450,000 to these suppliers during the last year. 
 
Our review of the SHDC contract register identified that details held on the 
Procurement Lincolnshire website are not up to date – the register includes 
contracts that have ended and recent contracts have not been added.  It also does 
not agree to the register held by the Joint Performance Team Leader. The register 
should be a key tool for management to use in maintaining oversight of key 
contracts and therefore needs to be up to date and include complete and accurate 
information.  
 
Although we were able to find the documentation needed to complete our work, we 
had some difficulty in confirming processes were being followed as documents 
were not always easy to locate. In part this was due to difficulty in accessing the 
contracts register and the filing reference of the contract documents. 
 
 
 
Direction of Travel 
 
 
 

 
 
          
Unchanged 
 
             
Whilst we recognise that steps being taken by SHDC 
and Procurement Lincolnshire will address issues 
with some of the specific contracts we reviewed, 
overall, additional action is needed to ensure 
procurement processes adhere to the council’s 
regulations.   
 

 
Our audit confirmed areas where improvements could be made including: 
 

• SHDC are using suppliers (e.g. employment agencies and a maintenance 
company) and raising a purchase order for the work carried out.  When the value 
of these payments is added together the level of spend is such that a formal 
procurement exercise should have been carried out to demonstrate the suppliers 
still provide value for money. Two suppliers received payments in excess of 
£75,000 (tender limit) and two were paid in total more than £25,000 (3 written 
quotes required) 

• In our tender sample we found that two suppliers who already had knowledge of 
the Council's IT environment were invited to tender for a piece of work. Three 
should have been invited to tender based on a Request for Quotation Document.  
Where contract procedure rules have not been followed authorisation should be 
received from Chief Officers that this procurement route can be followed. 

• It was difficult to locate the contracts required as the contract register is held 
electronically on SHINE but access is restricted.  Once this information was 
available we found that it did not contain the filing references to locate a contract.  

• In some instances a consultant had been used to procure and manage contracts.  
Tenders received for these works were not held by officers but by the consultant.  
The contract procedure rule 6 states that officers must record, amongst other 
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things, tender documents sent to and received from tenderers/applicants (6.2). 
This will allow the Council to verify that contract procedure rules have been 
followed and value for money achieved 

• The contracts register needs updating to make sure new contracts are listed and 
expired ones removed to ensure there is a complete record held. 

 
The attached action plan contains recommendations that seek to improve 
procurement arrangements. 
 
Areas of good practice we identified were: 
 
� Up to date guidance available to staff on procurement procedures in the form of a 

short buying guide which sets out the route they should follow, depending on the 
level of expected spend. SHDC also have a procurement strategy produced by 
Procurement Lincolnshire which was refreshed in 2011. 

� Contract procedure rules are included in the SHDC Constitution and contain the 
current EU thresholds for procurement. 

� There is evidence that capital contracts have been out to tender, often through  
Procurement Lincolnshire and framework agreements have been used in some  
cases. 

� For contracts where tenders have been sought there is evidence of value for  
money being achieved based on the tenders received. 

  
 
We would like to take this opportunity to thank staff for their help during this audit. 

 
Management Response  
 
 
We accept the findings of this audit review.  Procurement guidance and procedures 
are in place however the fundamental issue is staff following these.  We will reinforce 
the procedures throughout the Authority. 
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Management Actions 
 

 
No 

 
All to be completed by: 

High Priority  
 

2 30/04/14 

Medium Priority 3 30/06/14 
 



Appendix 3 - Outstanding recommendations as at 28/02/14 
 
 
 
Audit Area 
 

 
Date 

 
Assurance 

 
Number 
of Recs 
 

 
Implem’d 

 
Outstanding 

 
Date 
Due not 
yet 
reached  
 

H M L 

Asset & Property 

Asset Management  Sept 
2013 

Substantial 4 2  2   

Business Improvement 

Project 
Management  

Dec 
2012 

Limited 13 11  2   

Community Development 

Community 
Development 

July 
2013 

Substantial 
/ Limited 

4 1    3 

Democratic Services 

Risk Management 
11/12 

May 
2012 

Substantial 6 6     

Performance 
Management 

Feb 
2013 

Limited 7 6  1   

Information 
Governance  

Feb 
2014 

Limited 16     16 

Finance 

Counter Fraud 
11/12 

July 
2012 

Substantial 5 4    1 

Income Generation Feb 
2013 

Limited 4 1 1 2   

Budget 
Management  

Feb 
2013 

Substantial 9 8  1   
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Accounts 
Receivable 

June 
2013 

Substantial  6 6     

Payroll  June 
2013 

Substantial 10 7 1 2   

Governance June 
2013 

Substantial 9 1  8   

BACS & DD 
arrangements 

Nov 
2013 

Substantial 4 2  1  1 

Benefits Feb 
2014 

Substantial 3 1    2 

Revenues Feb 
2014 

Substantial 5     5 

Procurement Jan 
2014 

Limited 5 1    4 

ICT 

AX Security 11/12 April 
2012 

Limited 20 15 1 4   

ICT Infrastructure Dec 
2012 

Substantial 20 10  10   

ICT Disaster 
Recovery 

Nov 
2012 

Limited 4 3 1    

ICT Project 
Management 

Jan 
2013 

Limited 6 6     

Housing 

HRA Business Plan Oct 
2012 
 

Limited / 
Substantial 

9 6 3    

 

END OF APPENDIX 3 


