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 AGENDA - PART I   
 

1. ATTENDANCE BY RESERVE MEMBERS    
 
 To note the attendance at this meeting of any duly appointed Reserve Members. 

 
Reserve Members may attend meetings:- 
 
(i) to take the place of an ordinary Member for whom they are a reserve; 
(ii) where the ordinary Member will be absent for the whole of the meeting; and  
(iii) the meeting notes at the start of the meeting at the item ‘Reserves’ that the 

Reserve Member is or will be attending as a reserve; 
(iv) if a Reserve Member whose intention to attend has been noted arrives after 

the commencement of the meeting, then that Reserve Member can only act 
as a Member from the start of the next item of business on the agenda after 
his/her arrival. 

 
2. DECLARATIONS OF INTEREST    
 
 To receive declarations of personal or prejudicial interests, arising from business to 

be transacted at this meeting, from: 
 
(a) all Members of the Committee, Sub Committee, Panel or Forum; 
(b) all other Members present in any part of the room or chamber. 
 

3. MINUTES   (Pages 1 - 8) 
 
 That the minutes of the meeting held on 19 January 2011 be taken as read and 

signed as a correct record. 
 

4. PUBLIC QUESTIONS    
 
 To receive questions (if any) from local residents/organisations under the provisions 

of Committee Procedure Rule 17 (Part 4B of the Constitution). 
 

5. PETITIONS    
 
 To receive petitions (if any) submitted by members of the public/Councillors under 

the provisions of Committee Procedure Rule 15 (Part 4B of the Constitution). 
 

6. DEPUTATIONS    
 
 To receive deputations (if any) under the provisions of Committee Procedure Rule 

16 (Part 4B) of the Constitution. 
 

7. REFERENCES FROM COUNCIL AND OTHER COMMITTEES/PANELS    
 
 (a) Treasury Management Strategy Statement: Reference from the Cabinet 

meeting on 10 February 2011 
(b) Final Revenue Budget 2011-12 and 2015-16:  Reference from the Cabinet 

meeting on 10 February 2011 
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 (a) Treasury Management Strategy Statement (MRP) Prudential Indicators & 
Minimum Revenue Provision Policy & Strategy 2011/12: Reference from the 
Cabinet meeting on 10 February 2011:  (Pages 9 - 10) 

 
  For the sake of economy, the report which was circulated on the agenda for 

the February Cabinet meeting is not being reprinted in this agenda, and 
Members are therefore requested to bring their copies with them to the 
meeting. 
 

 (b) Final Reveune Budget 2011-12 and 2015-16: Reference from the Cabinet 
meeting on 10 February 2011:  (Pages 11 - 14) 

 
  For the sake of economy, the report which was circulated on the agenda for 

the February Cabinet meeting is not being reprinted in this agenda, and 
Members are therefore requested to bring their copies with them to the 
meeting. 
 

8. INFORMATION REPORT - AUDIT PLAN FOR 2010 -11   (Pages 15 - 76) 
 
 Report of the Interim Director Finance. 

 
9. DRAFT INTERNAL AUDIT PLAN 2011/12   (Pages 77 - 126) 
 
 Report of the Assistant Chief Executive 

 
10. AUDIT FEE LETTER 2011-12   (Pages 127 - 134) 
 
 Report of the Interim Director Finance. 

 
11. INFORMATION REPORT - CAPITAL INVESTIGATION IMPLEMENTATION PLAN   

(Pages 135 - 160) 
 
 Report of the Assistant Chief Executive. 

 
12. MANAGING ASBESTOS    
 
 Verbal Update of the Service Manager Internal Audit 

 
13. ANY OTHER URGENT BUSINESS    
 
 Which cannot otherwise be dealt with. 

 
 AGENDA - PART II - NIL   
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GOVERNANCE, AUDIT AND RISK 
MANAGEMENT COMMITTEE   

MINUTES 
 

19 JANUARY 2011 
 
 
Chairman: * Councillor John Cowan 
   
Councillors: * Mano Dharmarajah 

* Thaya Idaikkadar 
* Nizam Ismail  
 

* Richard Romain 
* Sachin Shah 
* Yogesh Teli 
 

In attendance: 
(Councillors) 
 

  Bill Stephenson 
 

 

* Denotes Member present 
 
 

52. Attendance by Reserve Members   
 
RESOLVED:  To note that there were no Reserve Members in attendance at 
this meeting. 
 

53. Declarations of Interest   
 
RESOLVED:  To note that there were no declarations of interests made by 
Members. 
 

54. Minutes   
 
RESOLVED:  That the minutes of the meeting held on 29 November 2010, be 
taken as read and signed as a correct record. 
 

55. Public Questions, Petitions and Deputations   
 
RESOLVED:  To note that no public questions were put, or petitions or 
deputations received at this meeting. 

Agenda Item 3 
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56. References from Council and other Committees/Panels   

 
A reference from the Cabinet meeting on 15 December 2010 on the Half Year 
2010/11 Treasury Management Activity Report was received by the 
Committee.  
 
RESOLVED:  That the reference be noted.  
 

57. Capital Programme - Reference from the Cabinet meeting on 15 
December 2010   
 
The Committee received a reference from the Cabinet meeting on 
15 December 2010 on the Capital Programme. 
 
RESOLVED:  That the reference be noted. 
 
RECOMMENDED ITEMS   
 

58. Capital Programme - Report of the Director of Legal and Governance 
Services   
 
An officer presented a report that set out how the Council was responding to 
recommendations in the report on the Capital Programme presented at the 
Cabinet meeting on 15 December 2010.  The officer reported that: 
 
• two investigations had been completed with outcomes relating to 

project management and financial management.  As a result of the 
investigation, a series of recommendations had been discussed with 
the Leader of the Council and the Corporate Directors who would be 
responsible for overseeing their implementation; 

 
• the Cabinet report had also been considered by Deloitte Touche LLP, 

the Council’s external auditors who were responsible for approving the 
annual accounts; 

 
• Cabinet had requested that the Governance, Audit and Risk 

Management (GARM) Committee monitor and report on the 
implementation of the investigation and that the Internal Audit team 
independently verify the process undertaken; 

 
• a further report would be presented to the GARM Committee meeting 

on 29 March 2011.  Members would have an opportunity to address 
any shortcomings in implementing the recommendations and how the 
Council’s Governance framework should be developed in the future.  

 
In response Members agreed that the Chairman and Vice-Chairman of the 
GARM Committee with meet with officers to ensure that all recommendations 
were implemented.  A Member commented that the investigation provided an 
opportunity to introduce practical systems within the work environment that 
enhanced performance and positive behaviour. 
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RESOLVED:  That  
 
(1) the report be noted; 

 
(2) the suggested method of monitoring and reporting the implementation 

of recommendations in the Cabinet report be agreed; 
 

(3) a progress report on the implementation of the recommendations and 
reviewing the Council’s governance arrangements would be presented 
to the GARM meeting on 29 March 2011. 

 
RESOLVED ITEMS   
 

59. Half-Year 2010/11 Treasury Management Activity Report   
 
The Committee received a report on the Half-Year Treasury Management 
Activity that was also presented at Cabinet meeting on 15 December 2010.  
 
An officer advised that: 
 
• the Treasury Management Strategy was approved by Cabinet on 

11 February 2010, to ensure that it complied with the Chartered 
Institute of Public Finance and Accountancy (CIPFA) Code of Practice 
on Treasury Management; 

 
• finance officers within the Council were tasked with managing the 

Council’s cash flow to ensure that the return on investments were 
maximised with minimal risk to the Council’s assets; 

 
• the report outlined the half-year performance of treasury management 

activities to 30 September 2010 against indicators within the Prudential 
Code for Capital Finance.  Lower than estimated borrowing costs and 
additional investment income had contributed to a surplus of £819,000 
on the capital financing and investment income budget; 

 
• a draft Treasury Management Strategy would be considered by the 

GARM Committee Lead Member for Finance before it was submitted to 
Cabinet on 10 February 2011 and ratified by Council on 17 February 
2011. 

 
RESOLVED:  That the report be noted.  
 

60. International Financial Reporting Standards (IFRS) Update   
 
In officer presented a report that provided an update on the IFRS plan and 
progress made on the implementation timetable.  She added that significant 
progress for implementing the IFRS plan against the statutory programme had 
been made.  
 
RESOLVED:  That the report be noted.  
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61. INFORMATION REPORT - Annual Audit Letter 2009/10   
 
A report on the Annual Audit Letter 2009/10 was presented to the Committee 
which considered its content.  A representative of Deloitte Touche, the 
Council’s external auditors, reported that: 
 
• the Annual Audit letter replicated findings in the statement presented at 

the GARM Committee meeting on 28 September 2010.  Following the 
investigation into the capital overspend, an unqualified audit opinion on 
the Council’s 2009/10 accounts was issued on 28 October 2010.  

 
• a qualified opinion on the Council’s Value for Money (VFM) 

arrangement in accordance with the Code of Audit Practice had been 
provided.  A weakness in the management, control and monitoring of 
certain capital projects during the year had led to a specific overspend.  
Nevertheless, the external auditors were satisfied that robust 
arrangements in relation to the effective and efficient use of resources 
in the year ending 31 March 2010 had been made, except for 
managing its risks and maintaining a sound system of internal control; 

 
• an unqualified audit opinion on the Council’s 2009/10 pension scheme 

annual report had been issued on 30 September 2010, ahead of the 
statutory deadline of 1 December 2010; 

 
• an unqualified statement of assurance relating to the Council’s 

consolidation return was presented to the National Audit Office on 
28 October 2010; 

 
• certification of the 2009/10 accounts had not taken place as an ongoing 

objection to credit card fees on parking and traffic penalty charges by a 
local resident was unresolved; 

 
• a separate management letter on the outcome of grant certification had 

been written. Deloitte Touche LLP, had not identified any specific areas 
of concern in relation to grant claims and other returns. 

 
In response to questions, the representative and an officer advised that: 
 
• the Chairman of the GARM Committee had delegated authority to 

counter-sign the Council’s financial statements; 
 
• the external auditors were employed to take an objective view of the 

Council’s financial statements.  A capital investigation was initiated by 
the Council in relation to capital expenditure.  The external auditors 
were unable to sign the statement of accounts on 30 September 2010 
as the Council’s investigation was ongoing.  The finance team had kept 
the external auditors updated on the progress of the investigation; 

 
• whilst completing the audit, the auditors had identified two specific key 

lines of enquiry (KLOE) relating to financial management and risk 
management and internal control which may have been affected by the 
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capital issue.  No qualification was required in relation to financial 
management; 

 
• miscoding may have taken place earlier but had not been picked up in 

previous years.  The external auditors would seek to ensure that the 
measures introduced internally were effective; 

 
• the financial statements had not been amended since September 

2010. Officers had made some amendments to the Annual 
Governance statement and the auditor had qualified his VFM 
conclusions; 

 
• recommendations made by the auditors in relation to the pension 

scheme annual report had been followed up by officers within the 
finance team.  The progress made by the finance team would be 
revisited when the 2010/11 annual accounts would be audited; 

 
• the 2009/10 annual accounts were signed in October 2010 by the 

external auditors following completion of the investigation and the 
recommendation of revised internal measures within the Council. 

 
The Chairman of the Committee noted the positive working relationship 
between the Council and Deloitte Touche LLP and thanked the external 
auditors and officers for completing the 2009/10 annual audit. 
 
RESOLVED:  That the report be noted.  
 

62. INFORMATION REPORT -  Risk, Audit & Fraud Division Activity Update   
 
Officers within the Internal Audit Team presented a report that outlined the 
current work streams and future work of the Risk, Audit and Fraud group of 
services in Harrow Council. In relation to different teams within the division the 
Committee noted that: 
 
Corporate Anti-Fraud Team 
 
Harrow had been identified to receive additional funding to tackle and address 
housing fraud.  The appointment of a new Housing Fraud Investigations 
Officer at the end of January 2011 would assist the team in managing the 
increasing number of housing fraud investigations completed by the team.  
 
There had been a rise in the number of people registered on the housing 
waiting list.  This was an increase of 11% between July and September 2010 
from the previous quarter.  
 
Information Management 
 
A policy on Information Management that complied with appropriate 
legislation would be introduced throughout the Council in the near future.  All 
Directorates would be provided with an Information Risk Plan and data 
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restrictions that would manage data and minimise the loss of sensitive 
information.  
 
Health & Safety 
 
An update report on the investigation in relation to the management of 
asbestos was provided.  Further updates will be provided to the Committee in 
due course.  
 

63. Follow Up Report on Statement of Accounts   
 
An officer provided a verbal update on the statement of accounts reported at 
the GARM meeting on 28 September 2010. 
 
RESOLVED:  That the update be noted. 
 
(Please also see Minute Item 60) 
 

64. Vote of Thanks   
 
As this was the last meeting of the Committee before the Corporate Director 
of Finance left to begin a new post, the Chairman expressed his appreciation 
for all her work and the support provided to the GARM Committee by the 
Finance Team. 
 
In response, the Corporate Director of Finance thanked Members and the 
officers in attendance at the meeting.  
 

65. Exclusion of the Press and Public   
 
RESOLVED:  That the press and public be excluded from the meeting for the 
following item for the reasons set out below: 
 
Item Title 

 
Reason 

15. Risk, Audit and Fraud Team 
Investigation Updates 

Information under paragraph 3 
(contains information relating to 
the financial or business affairs of 
any particular person (including 
the authority holding that 
information). 

 
 

66. Risk, Audit and Fraud Team Investigation Updates   
 
An officer from the Risk, Audit and Fraud team provided a verbal update on 
the progress of ongoing investigations by the Audit team. 
 
The Committee were advised that: 
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• the Overview & Scrutiny Committee had reviewed the allocation of 
grant funding for voluntary organisations.  The officer confirmed that a 
report on the review would be presented to the GARM Committee; 

 
• a report on financial controls of infant schools within the Borough would 

be presented to the next GARM Committee meeting on 29 March 
2011. 

 
RESOLVED:  That the report be noted. 
 
(Note:  The meeting, having commenced at 7.30 pm, closed at 9.10 pm). 
 
 
 
 
 
(Signed) COUNCILLOR JOHN COWAN 
Chairman 
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LONDON BOROUGH OF HARROW 
 
GOVERNANCE, AUDIT AND RISK MANAGEMENT COMMITTEE 
 
29 MARCH 2011 
 
 
REFERENCE FROM CABINET – 10 FEBRUARY 2011  
 

 
Minute 154 - Treasury Management Strategy Statement, Prudential Indicators and 
Minimum Revenue Provision (MRP) Policy and Strategy 2011/12   
 
The Corporate Director Finance introduced a report, which set out the Council’s 
Treasury Management Strategy Statement, Prudential Indicators and Minimum 
Revenue Provision (MRP) Policy and Strategy for 2011/12.   She explained that 
Treasury Management was the management of the Council’s investments and cash 
flows, its banking, money market and debt transactions together with the effective 
control of risks associated with those activities. 
 
The Corporate Director highlighted the importance of risk minimisation, as the Council 
was funded by public money.  It was important for an authority to strike a balance 
between risk and return in order to allow for a contribution to the budget.  The 
borrowing element was also a key aspect with duration and timing as essential 
ingredients.  She explained that as base rates were currently low, it was better to 
borrow internally but that this would be kept under review. 
 
Resolved to RECOMMEND:  (to Council)  That 
 
(1) the Treasury Management Strategy and Prudential Indicators be approved; 
 
(2) the Minimum Revenue Provision Policy and Strategy for 2011/12 be approved. 
 
RESOLVED:  That the report be referred for review to the Governance Audit and Risk 
Management Committee. 
 
Reason for Decision:  To promote effective financial management and comply with 
the Local Authorities (Capital Finance and Accounting) Regulations 2003 and other 
relevant guidance. 
 
 
FOR CONSIDERATION 
 
 
Background Documents: 
Minutes of Cabinet 
 
Contact: Daksha Ghelani, Acting Senior Professional, Democratic Services 
Tel:  020 8424 1881 (or Ext 2881)  daksha.ghelani@harrow.gov.uk 

Agenda Item 7a 
Pages 9 to 10 
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LONDON BOROUGH OF HARROW 
 
GOVERNANCE, AUDIT AND RISK MANAGEMENT COMMITTEE 
 
29 MARCH 2011 
 
 
REFERENCE FROM CABINET – 10 FEBRUARY 2011  
 

 
Minute 151 - Key Decision - Final Revenue Budget 2011/12 to 2015/16   
 
Cabinet received a report of the Corporate Director Finance, which set out the final 
Revenue Budget for 2011/12 and the Medium Term Financial Strategy for 2011/12 to 
2015/16.  The Revenue Budget set out the Council Tax Strategy and spending plans, 
including new investment and savings proposals.  The report set out the impact of the 
proposals and included information on the local government settlement, reserves policy 
and consultation on the budget.  It covered all of the Council’s main activities, including 
schools. 
 
The Leader of the Council stated that this was the first budget of the new administration 
and that it had been a challenging process as a result of the cuts imposed in the region 
of 28% over a four year period.  The severity of the cuts in local government and other 
public sector bodies, such as the Primary Care Trusts (PCTs), had led to many 
requests to the government to change its mind.  A £5.6m in-year funding gap had been 
filled and the budget proposed by the administration was responsible and robust. 
 
The Leader acknowledged that it had been difficult to deliver a balanced budget without 
affecting front line services but he was proud that Harrow would be retaining all its 
libraries and children centres which would remain open.  This had been possible as a 
result of planning ahead and that during the last eight months 12 major projects were 
being delivered and front line services had been defended.  Some of these projects 
would be considered at the next Cabinet meeting.  
 
The Leader alluded to various proposals which were underway and those that had 
contributed towards a robust budget, such as a major procurement exercise which 
would include working with Hammersmith & Fulham Council, a re-shaping of the senior 
management structure, a successful voluntary severance scheme and joint working 
through the West London Alliance.  He also referred to funding gaps in future years, 
that could increase if further cuts were imposed by government. 
 
The Leader commended the budget stating that it could not be considered as having 
been produced by applying a ‘salami slicing’ approach.  He thanked officers for their 
work in ensuring a balanced budget. 
  
The Corporate Director Finance highlighted key aspects of the report and explained 
how the funding gap had been closed, which had been achieved due to technical 
changes, levies on other public bodies and the positive position on the collection fund.  
She added that the impact of investments and savings proposed had been carefully 
considered, a new policy on contingencies was being proposed, and the reserves policy 
and the rules on virements needed amending.  The budget contained a £1m 
contingency fund. A detailed risk assessment of the budget would be referred to the 
Governance, Audit and Risk Management Committee (GARM), and the schools’ budget 

Agenda Item 7b 
Pages 11 to 14 

11



was ring-fenced.  The Greater London Authority (GLA) budget precept was expected to 
be set at zero but had yet to be agreed as a result of which the Council meeting date 
had been changed to 10 March 2011.   
 
The Corporate Director highlighted the challenges that lay ahead as a result of the 
settlements which would be reduced by £7m in 2012/13 and £5m in 2013/14.  However, 
a 0% Council Tax increase for 2011/12 was proposed.  She was recommending a 
budget to Cabinet and Council that was robust and had adequate reserves. 
 
The Portfolio Holder for Adult Social Care, Health and Well-Being updated paragraph 
39 of the report under the Adults and Housing section and it was agreed that it should 
read:  ‘There are a number of areas which were currently subject to consultation which 
were shown in the budget.  No decision had been made on those areas.  However, the 
pre-consultation phase had now been concluded.  The Steering Group met this morning 
and agreed that it go forward to a full consultation.  The full consultation has to be over 
12 weeks.  It is anticipated that it will conclude in the early summer.  The results will be 
report to Cabinet later in the year.  There were no alternative plans to achieve these 
savings if proposals were not implemented post consultation.  Covering these savings 
was therefore the first call on the contingency fund established as part of the 2011/12 
budget.’ 
 
Cabinet noted the tabled reference from the Overview and Scrutiny Committee in this 
regard and the feedback received from the stakeholders.   
 
Resolved to RECOMMEND:  (to Council)   
 
That, subject to the update on paragraph 39 above, 
 
(1) the budget be approved to enable the Council Tax for 2011/12 to be set; 
 
(2) the policy on the use of contingency at appendix 7 to the report be approved; 
 
(3) the schools budget at appendix 8 to the report be approved; 
 
(4) the reserves policy at appendix 10 to the report be approved; 
 
(5) the virement rules at appendix 11 to the report be added to the financial 

regulations; 
 
(6) Members’ Allowances be frozen and the current Members’ Allowances Scheme 

be adopted for 2011/12; 
 
(7) the model Council Tax resolution at appendix 1 to the minutes be approved. 
 
RESOLVED:  That 
 
(1) the Medium Term Financial Strategy at appendix 1 to the report be approved; 
 
(2) the planned investment in services and efficiency programme be noted; 
 
(3) in relation to schools, the proposed changes to the formula be approved; 
 
(4) the risk assessment at appendix 9 to the report be referred to the Governance, 

Audit and Risk Management Committee for consideration. 
12



 
Reason for Decision:  To ensure that the Council sets a balanced budget for 2011/12. 
 
FOR CONSIDERATION 
 
Background Documents: 
Minutes of Cabinet 
 
Contact: Daksha Ghelani, Acting Senior Professional, Democratic Services 
Tel:  020 8424 1881 (or Ext 2881)  daksha.ghelani@harrow.gov.uk 
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REPORT FOR: 
 

Governance, Audit and Risk 
Management Committee 

Date of Meeting: 
 

29 March 2011 

Subject: 
 

INFORMATION REPORT - Audit 
Plan for 2010 -11 
 

Responsible Officer: 
 

Julie Alderson Interim Director of Finance  
Exempt: 
 

No 

Enclosures: 
 

Appendix 1 – 2010-11 Accounts Opinion Audit Plan 
Appendix 2 - 2010-11 Pension Fund Annual Report Audit Plan 
Appendix 3 - Audit Report on Grant Certifications 2009-10 

 
 
Section 1 – Summary and Recommendations 
 
 
This report provides the Committee with an opportunity to see the 2010-11 
Accounts Opinion Audit Plan and Pension Fund Annual Report Audit Plan. 
 
Recommendations:  
 
The Committee is requested to note: 
 

1. The 2010-11 Accounts Opinion Audit Plan and Pension Fund Annual 
Report Audit Plan; and 

 
2. Audit Report on Grant Certifications for 2009-10 

 
Reason  
 
To keep the Committee informed of planned work. 
 

Agenda Item 8 
Pages 15 to 76 
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Section 2: Report 
 
Audit Plan for 2010-11 
 

1. The Accounts Opinion Audit Plan provides the Council with clarity about how 
the external audit of the accounts for 2010-11 will be conducted and highlights 
the key audit risks. It is an extremely useful document, as it will help the 
Council to plan and prioritise its work on the accounts. It also gives the 
Committee early sight of the issues that will be pertinent. 

 
2. The Committee is asked to consider the plan and in particular the key audit 

risks. The External Audit has already carried out some preparatory work for 
the audit of the 2010-11 accounts, and the Council is working to address the 
key audit risks. 

 
3. Committee will receive a verbal presentation of the report. 

 
Grant Certifications 2009-10 
 

4. The Report on Grant Certifications in relation to 2009-10 is attached as 
appendix 3 to this report.  Eight grant claims and returns were certified for 
2009-10 of which six resulted in an unqualified opinion.  Adjustments were 
made to two grant claims, both of which were greater than £10,000.  A 
qualification letter was issued in respect of one grant claim.  

 

Financial Implications 
 

5. There are no direct financial implications arising from this report. 
 

Section 3 – Statutory clearance 
 

    
Name: Julie Alderson √ Chief Financial Officer 
  Date: 5 March 2011   
    
Name: Sarah Wilson √ On behalf of the Monitoring Officer 
Date: 17 March 2011   
 
Section 4: Contact details and background papers 
 
Contact: Hasina Shah (Finance Business Partner – Financial Accounting, 

Treasury and Pension Fund)  tel: 020-8424-1573 
 
Background Papers:   None 
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REPORT FOR: 
 

GOVERNANCE, AUDIT & 
RISK MANAGEMENT 
COMMITTEE 
 

Date of Meeting: 
 

 
29 March 2011 

Subject: 
 

Draft Internal Audit Plan 2011/12 

Responsible Officer: 
 

Tom Whiting – Assistant Chief Executive 

Exempt: 
 

No 

Enclosures: 
 

Appendix1: Draft Internal Audit Plan 2011/12 
Appendix 2: Corporate Strategic 
Risk/Opportunities Register 
Appendix 3: Corporate Operational Risk 
Register 

 
 
Section 1 – Summary and Recommendations 
 
 
 
This report outlines the draft Internal Audit plan for 2011/12 
 
Recommendations:  
 
The Committee is requested to: 
 

(a) Note the process employed to develop the plan.  
 
(b) Consider and comment on the draft plan. 

 
 

Agenda Item 9 
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Section 2 – Report 
 
Background 
 
1.1 The CIPFA Code of Practice for Internal Audit requires the Audit 

Committee (GARM) to approve (but not direct) the Internal Audit Plan. 
 
Current situation 
 
2.1 This report sets out the draft Internal Audit annual plan of work for 2011/12 

(Appendix 1). The projects set out in the plan are split between 
reliance/assurance reviews and risk based reviews.  The risk reviews have 
been derived and prioritised from the review of the Corporate Strategic 
Risk/Opportunities Register (Appendix 2), the Corporate Operational Risk 
Register (Appendix 3), the governance framework, taking into account 
cumulative audit knowledge and input from managers including the 
Service Manager, Corporate Anti-fraud. 

 
2.2 Consultation with Corporate Directors and their management teams has 

begun and the remaining Corporate Directors, Directorate Management 
Teams, the Chief Executive, the new Director of Finance, the Service 
Manager, Scrutiny and the External Auditors will be consulted in due 
course.  

 
2.3Once all consultation has been completed and any changes made to the 

draft plan as a result of this consultation, including any changes requested 
by this Committee, a final plan will be produced reflecting a work plan 
achievable with available audit resources.  The final plan will be presented 
to GARMC for approval at the next meeting (June). 

 
Financial Implications 
 
3.1The functions of the Internal Audit service are delivered within the budget 
available. 

 
Risk Management Implications 
 
4.1 The work of internal audit supports the management of risks across the 

council and the Internal Plan is derived from the review of the Corporate 
Strategic Risk/Opportunities Register, the Corporate Operational Risk 
Register and risks identified by management. 

 
Corporate Priorities 
 
5.1 The work of internal audit supports the corporate priorities. 
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Section 3 - Statutory Officer Clearance 
 
 
 

   
 

Name: Julie Alderson √  Chief Financial Officer 
  
Date: 16/03/11 

   
 
 

   
on behalf of the 

Name: Jessica Farmer √  Monitoring Officer 
 
Date: 17/03/11 

   
 

 
 
Section 4 - Contact Details and Background 
Papers 
 
 
Contact:  Susan Dixson – Service Manager, Internal Audit 
 
 
Background Papers:  None 
 
 
If appropriate, does the report include the following 
considerations?  
 
 
1. Consultation  YES  
2. Corporate Priorities YES  
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Appendix 1 
 

DRAFT INTERNAL AUDIT PLAN 2011/12 
 

RELIANCE/ASSURANCE REVIEWS 
 
Key Control Reviews  
 
These reviews are designed to confirm the presence, or otherwise, of critical high level controls 
within each of the council’s core financial systems.  They are undertaken as part of a 3 year 
cycle in which each system will be reviewed at least once to satisfy the requirements of the 
External Auditors and to enable them to place reliance on the work of Internal Audit. Coverage 
of each system is assessed annually having regard to a range of risk factors including changes 
to systems and key personnel.  For 2010/11 the following systems will be reviewed, managers 
will be asked to update systems notes and walkthrough tests will be undertaken to confirm 
systems in operation:   
 

• Housing Benefits   
• Business Rates  

 
In addition for the following systems managers will be asked to update systems notes, 
undertake a controls self assessment and walkthrough tests will be undertaken to confirm 
systems in operation: 
 

• Housing Rents  
• Corporate Accounts Payable 
• Corporate Accounts Receivable 
• Payroll 
• Council Tax 
• Treasury Management 
• Capital Programme 

 
With the exception of the systems notes for the Capital Programme these reviews will be 
undertaken in the early part of the financial year to enable the External Auditor to utilise them to 
inform their risk assessment that guides the external audit approach for work on the 2010/11 
accounts.  At the conclusion of this work an assurance statement will be produced for the Chief 
Finance Officer and inclusion in the Annual Governance Statement. 
 
Capital Programme 
Continuation of the follow-up of the implementation of the recommendations arising from the 
Capital Investigation including audit input into the new processes and the use of the project 
management toolkit.  
 
Assurance Mapping 
Working with Risk Management and the Corporate Governance Group to complete the 
assurance mapping exercise.  To include a review of officer, member and partner groups 
providing assurance on controls in place to mitigate corporate strategic and operational risks.  
 
Management Assurance 
Revision of the management assurance exercise in light of the outcomes of the assurance 
mapping exercise; co-ordination of the 10/11 annual management assurance exercise; input to  
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the 10/11 Annual Governance Statement; follow - up of action planned and the development 
and instigation of the 11/12 exercise. 

 
 

Corporate Governance  
Organisation of the Corporate Governance Working Group, development of governance 
assurance processes, collection of governance evidence to support the Annual Governance 
Statement and support for the Corporate Governance Group and the Governance, Audit and 
Risk Committee. 
 
Corporate Strategic Risk Group (CSRG) 
Attendance and contribution to Strategic Risk Group 
 
Information Governance Board  
Attendance and contribution to the Information Governance Board 
 
Schools, Sports Partnership Grant (SSC5)  
Reconciliation of grant claim to SAP and audit sign-off. 
 
 
 

CORPORATE RISK BASED REVIEWS 
 
Application of Contract Procedure Rules 
Currently consulting with Procurement on how best to approach this review with the aim of 
assessing compliance and the robustness of the rules and processes.  
 
Purchase Cards 
A review of the adequacy, application and effectiveness of controls in place over the use of 
purchase cards. 
 
Members and Officers Declarations of Interests and Gifts & Hospitality  (SR 9 & OR 2) 
A Council wide review to ensure that declarations of interests, gifts & hospitality are being 
appropriately managed.  
 
Complaints 
Covering both corporate and Adults & Childrens teams.  Assessing the implementation of the 
corporate complaints system across the Council. 
 
Information Management 
A review covering adequacy of and compliance with policies, mitigation of risk, communication 
and engagement with staff and effectiveness of controls in place. 
 
Petty Cash 
A review of a sample of petty cash imprests/floats held across the Council to ensure robust 
financial controls in place. 
 
Management of HR Policies 
A review of how HR policies are disseminated and communicated to managers and staff and 
action taken to ensure that they are understood and implemented. 
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Organisational Learning 
A review of how lessons learnt from good and bad experiences e.g. a tribunal case, a court 
case, an emergency, are cascaded throughout the Council. 
Agency Staff 
A review of the Council’s longest serving/highest paid temporary staff to ensure their 
employment is being actively managed and that VFM is being obtained. 
 
 
 

IT REVIEWS 
 

The following IT reviews are planned: 
 

• Bank Automated Credit System (BACS)  
• Electronic Criminal Records Bureaux (ECRB) – adequacy, application and effectiveness 

of new processes to be introduced from May 2011 
• Internet/telephone credit card payments (including refunds) (CAFT) 

 
 
 
 
 
 

DIRECTORATE RISK BASED REVIEWS 
 
Children’s Centres 
Review to assess controls in place for collection of income and banking at the Children’s 
Centers. 
 
Re-Enablement (SR 2) 
A review of the Resource Allocation System for Personal Budgets to assess the adequacy, 
application and effectiveness of the controls in place to ensure clients are paid the correct 
amount and mitigate the risk of overpayment/loss to the authority. 
 
Pensions 
A review of the pensions process. 
 
Transformation Programme – Implementation of Savings (SR 7, 10),  
A review looking at the success of the implementation of savings identified from transformation 
projects. 
 
Communications (SR 6, 7, 8, 9) 
A review of the effectiveness of communication across the council.  
 
Carbon Reduction Commitment (SR 3) 
A review of the governance processes for the Councils carbon reduction commitment. 
 
Green Travel Plans (SR 11) 
A review of the development and application of the Council’s green travel plans. 
 
Social Care Petty Cash/Client Finances  
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A specific review of petty cash and client finances to determine whether robust financial controls 
are in place. 
 
Housing use of Temporary Accommodation 
A review of the use of temporary accommodation by Housing to ensure approapriate controls in 
place over allocation and VFM is obtained. 
 
Contract Monitoring  
A review of contract monitoring processes across Community and Environment. 
 
Energy Procurement 
A review of the process for procuring energy. 
 
Equalities Framework 
A review of the accuracy and robustness of data collected for assessment against the Equality 
Framework for Local Government and an assessment of Council’s likely success in achieving 
an ‘excellent’ external assessment. 
 
 

SCHOOLS 
 

As the Financial Management Standard in Schools (FMSiS) has been discontinued Audit focus 
at schools has been changed to reflect the high risk areas identified by the FMSiS 
assessments, the review of Risk Registers and risks identified by management. 
 

• Income and Expenditure Reviews 
 
Review of a sample of schools to assess the adequacy, application and effectiveness of 
controls in place relating to income and expenditure. 
 

• Petty Cash 
 
Review a sample of schools to assess the adequacy, application and effectiveness of controls 
in place relating to petty cash and petty cash cheque expenditure. 
 

• Schools Financial Services Health Checks 
 
Review to assess the adequacy, application and effectiveness of procedures in place relating to 
the health checks carried out at schools to mitigate the risk of poor financial practices. 
 

• Schools Interface with Council 
 
A review of the interface between the schools’ SIMS system with the Council’s SAP system with 
particular emphasis on information security. 
 
 

 SUPPORT, ADVICE & FOLLOW-UP 
 
An allowance will be made in the plan for support and advice to managers across the Council  
and for the development of the Internal Audit service: 
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Suspected Financial Irregularities + Control Reviews  
Guidance will be provided, in liaison with CAFT, to managers undertaking investigations and 
specific investigations will be undertaken on behalf of managers. Plus system control reviews 
will be undertaken where weakness have been identified as a result of fraud. 
 
Professional Advice  
Professional advice will be provided to managers, as required, on risk and control 
management/issues with particular emphasis being given to providing control advice for Lean 
Review outcomes. 
 
Follow-up  
Follow-up of Red and Amber reports to ensure implementation of agreed audit 
recommendations 
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29 March 2011 
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Audit Fee Letter 2011-12 

Responsible Officer: 
 

Julie Alderson Interim Director of Finance  
Exempt: 
 

No 

Enclosures: 
 

Appendix 1 - Audit Fees – Trend over 4 years  
Appendix 2 - Audit Fee Letter 2011-12  

 
 
Section 1 – Summary and Recommendations 
 
This report gives the Committee an opportunity to comment on the proposed 
work plan and fees of the External Auditor for 2011-12. 
 
Recommendations:  
 
The Committee comment on and note the proposed work plan and fees 
 
 
 
 

Agenda Item 10 
Pages 127 to 134 
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Section 2: Report 
 
Introduction 

1. The Audit Fee Letter has been provided by Deloitte LLP, the Council’s 
appointed external auditor. It is attached at Appendix 2.  

 
2. The planned work includes the audit of the financial statements for 2011-12 for 

the Council, the Pension Fund and grant claims. 
 

3. The outputs from the work will be summarised in the Annual Audit Letter. 
 
Options considered 
 

4. The External Auditor has assessed the time required to carry out the work and 
the risk level to arrive at the fee of £330,608 (2010-11: £367,342) which 
represents a reduction of £36,734 or 10%.  This reduction mainly reflects:- 

a. No inflationary increase from 2010/11; 
b. Lower ongoing costs of International Financial Reporting Standard; and 
c. The new approach to Value for Money work.   

 
5. Appendix 1 shows the fees over a four year period. 

 
6. The Audit Commission has defined the scale audit fee as the fee required by 

auditors to carry out the work necessary to meet their statutory responsibilities 
under the Audit Commission Act, in accordance with the Code. It represents 
the Commission’s best estimate of the fee required to complete an audit 
where the audited body has no significant audit risks and it has in place a 
sound control environment that ensures the auditor is provided with complete 
and materially accurate financial statements with supporting working papers 
within agreed timeframes. 

 
7. The fee proposed for 2011-12 is 3% below the scale fee (2010-11: 10% above 

the scale fee). This variance in scale fee is within the acceptable level of 
variation set by the Audit Commission, which is 25%. The variance to the 
scale fee reflects the External Auditor’s assessment of the level of audit risk. In 
the External Auditor’s 2010-11 Accounts Opinion Audit Plan they identify ten 
significant audit risk areas (8 significant risk areas were identified in 2009-10). 

 
8. In respect of the 2011-12 fees, the External Auditor is required to submit the 

letter to the Audit Commission at the end of April 2011. Therefore the Auditor 
will be able to reflect on any comments from the Committee in advance of 
submitting the fee letter. 

 
9. During the year additional costs can arise if there are complications with the 

accounts or public enquiries to the auditor. The Auditor discusses such issues 
with the Interim Director of Finance before raising any additional bills. Any 
significant changes to the fee will be reported to the Governance, Audit and 
Risk Management Committee. 

 

128



Consultation 
 

10. The Committee is being consulted on the work plan and the fee. 
 
 

Financial Implications 
 

11. The Planned fee for 2011-12 is within budget. 
 

Section 3 – Statutory clearance 
 
    
Name: Julie Alderson √ Chief Financial Officer 
  Date: 15 March 2011   
    
Name: Sarah Wilson √ On behalf of Monitoring Officer 
  Date: 17 March 2011   
 
Section 4: Contact details and background papers 
 
Contact: Jennifer Hydari (Divisional Director Finance and Procurement)  

tel: 020-8424-1573 
 
Background Papers: 
 None 

129



Appendix 1
Audit Fees - Trend over 4 Years

2008-09 2009-10 2010-11 2011-12
£000 £000 £000 £000

Financial Statements 282 259 283 272
Use of Resources/ VFM Conclusion 67 111 80 54

Data Quality 43
included 
above

included 
above

included 
above

Whole of Government Accounts 5 5 5 5
Total Audit Fee 397 375 368 331
% change +13% -5% -2% -10%

National Fraud Inititative 1 2 2 2
Objections 4 8 7
Capital miscoding and PFI work 45
Grant Claims* 106 110 110 110
Pension Fund 38 38 35 35

Grand Total 546 533 567 478
% change +8% -2% 6% -16%

Note
* Is an estimated figure based on 2009/10 audit.
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REPORT FOR: 
 

GOVERNANCE, AUDIT & 
RISK MANAGEMENT 
COMMITTEE 

Date of Meeting: 
 

29 March 2011 

Subject: 
 

INFORMATION REPORT – 
Capital Investigation 
Implementation Plan 
 

Responsible Officer: 
 

Tom Whiting – Assistant Chief 
Executive 
 

Exempt: 
 

No  
 

Enclosures: 
 

Appendix 1- Capital Investigation 
Implementation Plan 
Appendix 2 – High Level Project Plan 
Appendix 3 – Draft Project Initiation 
Document (Capital Strategy and 
Governance Arrangements) 

 
 

Summary 
 
 
This report sets out the progress against the Capital Investigation 
Implementation Plan. 
 
FOR INFORMATION 
 
 
 

Agenda Item 11 
Pages 135 to 160 
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Section 2 - Report 
 
Background 
Following the investigation into the overspend in the Children’s Services 
capital programme Cabinet received a report in December 2010 setting out 
issues and the outcomes of two investigations, one focussing on project 
management, one on financial management. 
 
The investigations made a series of recommendations, to avoid any 
recurrence of the issues which had affected the programme. 
 
Cabinet requested that the GARM Committee monitor and report on 
implementation of the recommendations, supported by Internal Audit, who 
have been instructed to independently verify the process. 
 
An initial report was made to GARMC in January 2011 outlining the 
recommendations and suggested action against each recommendation. 
 
Current Situation 
Since January Internal Audit has been working with officers in Children’s 
Services, Community and Environment and Finance to establish a robust and 
realistic implementation plan (Appendix 1) and to establish the current status 
of each agreed action.  During the course of this work the recommendations 
have been reconciled back to the investigation reports to ensure all 
recommendations are covered and some have been combined to prevent 
duplication.   
 
Senior interim managers, with extensive experience, have been appointed to 
key posts in Children’s, Community  & Environment and Finance and are 
working on the develop of robust process for the future whilst actively 
managing the ongoing projects.  
   
In addition to the detailed implementation plan a high level project plan 
(Appendix 2) has been developed to address the issues on a comprehensive 
basis across the Council.   The plan covers the development of a Capital 
Strategy, an Asset Management Plan, and a Corporate Allocation Model for 
capital; a review of governance at a corporate and a project level; a review of 
the process for the agreement of the capital programme; a review of reporting 
arrangements and training and communication requirements.  The project 
plan also covers ongoing oversight by Internal Audit, formal review by Internal 
Audit (in 2012/13) as well as reporting to GARMC.  
 

A draft project initiation document has also been developed covering the 
implementation of a capital strategy and governance arrangements (Appendix 
3).  This recognises that 2011/12 will be a transitional year during which the 
new arrangements are devised and agreed by the Council. In essence this will 
provide: - 

a)  The framework for agreement being reached on a 5 year capital 
programme as part of the budget preparation arrangements for 
2012/13 and the MTFS.   
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b) The introduction of robust corporate arrangements for the governance 
and regular monitoring and reporting of the capital programme. 

With the main objectives of the project as being to devise and put into place 
for 2012/13 onwards a high quality capital strategy to provide an objective 
framework for decision making and robust arrangements for managing the 
overall delivery of the Council’s capital programme. 
A project team has been established and three main sub groups set up to 
manage the project: 

• Capital Strategy & Model (workstream 1) 
• Corporate Governance (workstream 2) 
• Project Governance (workstream 3) 

 
Where relevant the detailed implementation plan (Appendix 1) indicates which 
working group will deal with the planned action. 
 
Finance have produced a Capital Project Approval 2011/12 document 
(currently in draft) which includes a flow chart to ensure that controls are in 
place to manage the approval of capital projects for the transitional year.  This 
has been reviewed by Internal Audit.  
The Chair and Vice Chair of GARMC have been updated on the progress at 
two meetings since the January meeting. 
Conclusion 
The updated implementation plan is more robust and reflects realistic timings 
for planned actions and the high level project plan puts the detailed actions 
into context and addresses the council wide issues. 
Internal audit will continue to monitor the progress of the implementation of 
the planned actions, seeking evidence of action taken and reviewing 
proposed processes as they are developed.   
 
Progress of the planned actions, with particular emphasis on those that may 
impact on the Value for Money (VFM) assessment, and evidence obtained will 
be shared with the External Auditors to support their work.   
  
Financial Implications 
The processes set out in this report can be supported within existing 
resources. 
 
Risk Management Implications 
Given that the recommendations arise from issues which were material in the 
problems identified in the December Cabinet report, the Council is exposed to 
some risk so long as they remain outstanding. Accordingly the Corporate 
Strategy Board is closely monitoring the situation, in addition to the steps 
outlined above. 
 
Overall this is considered sufficient to manage the current risks. 
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Corporate Priorities  
 

The work of Internal Audit contributes towards all the corporate priorities. 
 
Section 3 – Statutory Officer Clearance 
 

 
 

   
 

Name: Julie Alderson √  Chief Financial Officer 
  
Date: 16/03/11 

   
 
 
 
Section 4 - Contact Details and Background 
Papers 
 
Contact:  Susan Dixson, Service Manager Internal Audit, 020 

8424 1420 
 
Background Papers:  None 
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k r

eg
ist
er 

sh
ou

ld 
be

 
ma

int
ain

ed
 th
rou

gh
ou
t a

ll p
roj

ec
ts 
& 

sc
he
me

s. 
 

.   

Hig
h 

Re
vie

w 
of 

ris
k r

eg
ist
er 

to 
be

 
ca
rrie

d o
ut 
as
 pa

rt o
f th

e C
ore

 
Gr

ou
p a

ge
nd

a. 
Th

e c
on
ten

ts 
of 

the
 ris

k r
eg
ist
er 

wil
l b
e r

ev
iew

ed
 as

 pa
rt o

f th
e 

wo
rks

tre
am

 3 
pro

jec
t g
ov
ern

an
ce
 

to 
en
su
re 

tha
t a

ll p
os
sib

le 
ris
ks
 

are
 co

ns
ide

red
 w
ith
 ap

pro
pri

ate
 

co
nti
ng

en
cy
 an

d m
itig

ati
on

 
me

as
ure

s i
n p

lac
e. 

 

Ju
ne
 20

10
 

BH
/D
L 

3 
Cu

rre
ntl
y b

ein
g a

cti
ve
ly 

ma
na
ge
d b

y i
nte

rim
 he

ad
s o

f 
se
rvi
ce
.  

 To
 be

 pi
ck
ed
 up

 as
 pa

rt o
f th

e 
wid

er 
rev

iew
 of

 pr
oje

ct 
go
ve
rna

nc
e. 

15
. 

16
. 

PW
C 

 

Ad
op

t a
 co

ns
ist
en

t p
roj

ec
t fi
lin
g s

ys
tem

 
for

 pa
pe
rs 

& e
lec

tro
nic

 re
co
rds

 in
 C
&E

 
Hig

h 
Co

ns
ist
en

t a
pp
roa

ch
 to
 do

cu
me

nt 
ha
nd

lin
g a

nd
 fil
ing

 to
 be

 ad
op
ted

 
as
 pa

rt o
f th

e w
ide

r re
vie

w 
of 

the
 

Pr
op
ert

y S
erv

ice
 fu

nc
tio
n w

ith
in 

C 
& E

. T
he
 ex

ac
t p
roc

ed
ure

s a
re 

to 
be

 co
ns
ide

red
 by

 w
ork

str
ea
m 

3, 
an

d w
ill c

om
pli
me

nt 
the

 w
ide

r 
co
un
cil 

pro
jec

t m
an
ag
em

en
t 

pro
ce
du
res

 w
he
rev

er 
pra

cti
ca
ble

. 
 

Ju
ne
 20

11
 

BH
/D
L 

 
n/a

 
W
ide

r s
erv

ice
 re

vie
w 

co
mm

en
ce
d. 
 

Fin
an

cia
l M

an
ag

em
en

t 
 

 
16
. 

8.3
.3 

RG
 

 

Re
vie

w 
the

 pr
oc
es
s f
or 

iss
uin

g c
od

es
.  

 
Hig

h 
Pr
oc
es
s t
o b

e r
ev
iew

ed
. 

 
Ja
n 2

01
1  

MB
 

n/a
 

Re
vie

w 
co
mp

let
e –

 co
de
s t
o b

e 
pro

vid
ed

 on
ly 
on

ce
 sc

he
me

 ha
s 

rec
eiv

ed
 ap

pro
pri
ate

 ap
pro

va
ls.
 

To
 be

 ad
de

d t
o C

ap
ita
l P

roj
ec
t 

Ap
pro

va
l 2
01
1/1

2 d
oc
um

en
t. 

17
. 

8.3
.5 

RG
 

Re
vie

w,
 cl
ari
fy 
an
d c

om
mu

nic
ate

 ho
w 

co
ntr

ac
ts 
an
d c

ap
ita
l s
ch
em

es
 sh

ou
ld 
be
 

co
mm

itte
d w

ith
in 
SA

P. 
 

 

Me
d 

All
 ca

pit
al 
sc
he
me

 m
an
ag
ers

 
pro

vid
ed

 w
ith
 re

fre
sh
er 

tra
ini
ng

 in
 

Ma
y/J

un
e 2

01
0 a

nd
 re

mi
nd

ed
 of

 
the

 ne
ed

 to
 ra

ise
 pu

rch
as
e o

rde
rs 

in 
SA

P i
n a

dv
an
ce
 of

 an
y w

ork
 

co
mm

en
cin

g. 
  

Als
o c

ov
ere

d i
n 1

:1s
 w
ith
 Fi

na
nc
e 

Of
fic
ers

. 

Ju
ly 
20
11

 
JA

 
 (N
H/
KH

to 
lea

d) 

n/a
 

Fu
rth

er 
tra

ini
ng
 is
 re

qu
ire
d f

or 
bo
th 
fin
an
ce
 st
aff

 an
d c

ap
ita
l 

ma
na
ge
rs,

 th
is 
inc

lud
es
 bu

dg
et 

ma
na
ge
rs 

an
d p

roj
ec
t m

an
ag
ers

  
- th

is 
wil

l ta
ke
 pl
ac
e o

n a
 

co
mp

uls
ory

 ba
sis

 on
ce
 w
ide

r 
iss

ue
s h

av
e b

ee
n c

lar
ifie

d. 
 

18
. 

8.3
.6 

RG
 

Th
e m

on
ito
rin

g s
ys
tem

 sh
ou
ld 
pro

vid
e f

or 
the

 fa
cili

ty:
  

to 
all
oc
ate

 th
e b

ud
ge

t a
cro

ss
 ke

y 
Lo

w 
SA

P h
as
 be

en
 am

en
de

d t
o a

llo
w 

the
 us

e o
f s
ub
-co

de
s f
or 

ca
pit
al 

sc
he
me

s t
o a

id 
mo

nit
ori
ng

. 
Ap

ril 
20

11
 

  
MB

 
 JH

 to
 

n/a
 

Co
mp

let
e. 

 .  T
o r

ev
iew

 bu
dg

et 
co
ntr

ol 
to 
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IX 

1 

 
5

he
ad

ing
s, 
wh

ich
 w
ill p

rov
ide

 m
ore

 
inf
orm

ati
on
 fo

r b
ud
ge

t m
on
ito
rin
g a

nd
 

co
ntr

ol 
pu
rpo

se
s; 

to 
sh
ow

 th
e s

ch
em

es
’ b
ud

ge
t a
cro

ss
 

fin
an
cia

l y
ea
rs 

fro
m 

inc
ep
tio
n, 

in 
ord

er 
to 

ha
ve
 a 
co
mp

let
e o

ve
rvi
ew

 of
 a 
sc
he
me

 
bo
th 

ap
pro

ve
d b

ud
ge

t a
nd
 co

sts
 in
cu
rre

d 
 

 It i
s p

os
sib

le 
to 
sh
ow

 sc
he

me
 

bu
dg

ets
 ac

ros
s f
ina

nc
ial
 ye

ars
 in
 

SA
P. 

 Th
e c

ab
ine

t re
po

rt o
n t
he

 
20
11
-12

 to
 20

15
-16

 ca
pit
al 

pro
gra

mm
e w

ill s
ho

w 
sc
he

me
 

bu
dg

ets
 ac

ros
s y

ea
rs 

wh
ere

 
inf
orm

ati
on
 is
 av

ail
ab
le.
  

Mo
nit
ori

ng
 re

po
rts

 ar
e b

ein
g 

alt
ere

d t
o i
nc
lud

e p
re 

ye
ar,

 
cu
rre

nt 
an

d f
utu

re 
ye
ar 

sp
en

d. 

 Op
era

tiv
e f

rom
 

Ap
ril 
 fo

r 1
1/1

2 
pro

gra
mm

e 
Mo

nit
ori

ng
 re

po
rt 

ch
an
ge
s w

ill b
e i
n 

rep
ort

 to
 C
ab

ine
t   

Se
pt 

20
11
 (q

ua
rte

r 
1) 

lea
d 

SA
P 

rev
iew

 
co
ns
ide

r  w
he
the

r it
 is
 

wo
rki
ng
/ad

din
g v

alu
e..
 

. ( 
Th

is 
is 

in 
pla

ce
 – 

bu
t h

as
 no

t 
be

en
 re

qu
ire

d y
et 

for
 ne

w 
sc

he
me

s) 
 

19
. 

8.3
.7 

RG
 

 

Co
ns
ide

r th
e c

os
t b
en

efi
t o
f b

ein
g a

ble
 to

 
pro

file
 th

e b
ud

ge
t a

cro
ss
 qu

art
ers

 – 
thi
s 

wil
l e
na
ble

 th
e f

ina
nc
ial
 in
for

ma
tio
n t

o b
e 

int
eg

rat
ed

 w
ith
 th

e c
as
h f

low
 w
ith
in 
the

 
AM

P a
nd

 pr
ov
ide

 in
for

ma
tio
n f

or 
tre

as
ury

 
ma

na
ge
me

nt 
pu
rpo

se
s. 
 

 

Lo
w 

Fu
rth

er 
wo

rk 
is 
req

uir
ed
 to

 
inv

es
tig
ate

  h
ow

 th
is 
pro

ce
ss
 ca

n 
be
 im

ple
me

nte
d o

n S
AP

 
 To

 be
 un

de
rta

ke
n i
n c

on
jun

cti
on
 

wit
h I

nte
rim

 H
ea
d o

f P
rop

ert
y. 

Se
pte

mb
er 

20
11
 

JA
 

n/a
 

Mo
re 

wo
rk 

is 
req

uir
ed
 to

 as
se
ss
 

the
 be

ne
fits

 of
 pr

ofi
lin
g a

nd
 ho

w 
thi
s c

ou
ld 
be
 ac

hie
ve
d i
n S

AP
. 

20
. 

8.3
.10

 
RG

 
Co

ns
ide

r p
utt

ing
 in
 pl
ac
e s

om
e c

he
ck
s 

an
d b

ala
nc
es
 ba

se
d o

n s
uc
h t
hin

gs
 as

:  
Ex

ce
pti
on
 re

po
rts

, w
he

re 
pu

rch
as
e o

rde
rs 

are
 de

clin
ed
 fo

r in
su
ffic

ien
t b

ud
ge

ts,
 so

 
tha

t F
ina

nc
e c

an
 us

e t
he

se
 at
 m

on
thl
y 

mo
nit
ori
ng
 m

ee
tin
gs
 an

d a
ler

t s
en
ior

 
ma

na
ge
rs;

  
Ex

ce
pti
on
 re

po
rts

 w
he

re 
the

 pu
rch

as
e 

ord
er 

da
te 

is 
the

 sa
me

 as
 or

 af
ter

 th
e 

inv
oic

e d
ate

;  
Re

po
rts

 on
 bl
oc
ke
d i
nv
oic

es
;  

Re
vie

ws
 of

 tra
ns
fer

s; 
an
d  

A r
eq

uir
em

en
t to

 co
mp

let
e a

 po
st 

co
mp

let
ion

 re
po
rt o

nc
e t
he

 bu
dg

et 
ha

s 
be
en

 fu
lly 

co
mm

itte
d. 
 

 

Lo
w 

Re
mi
nd
ers

 ha
ve
 al
rea

dy
 be

en
 

iss
ue
d t

o a
ll S

AP
 us

ers
 on

 th
e 

im
po
rta

nc
e o

f ra
isin

g p
urc

ha
se
 

ord
ers

 in
 ad

va
nc
e. 

 Co
ntr

ols
 on

 ex
pe
nd

itu
re 

to 
be
 

rev
iew

ed
 fo

r e
ffic

ac
y i
n 

co
ntr

oll
ing

 bu
dg

ets
 as

 pe
r 1

8 
ab
ov
e. 

 Ex
ce
pti
on
 re

po
rts

 be
ing

 pr
od

uc
ed
 

by
 C
AP

/C
AR

. 
 As

 pa
rt o

f th
e p

roc
ure

me
nt 

pro
jec

t, a
dd

itio
na

l c
he

ck
s a

nd
 

co
ntr

ols
 w
ill b

e p
ut 

in 
pla

ce
 in
 

rel
ati
on
 to

 pu
rch

as
e o

rde
rs.

 
 (N
ot 
all
 po

int
s i
n r

ec
om

me
nd
ati
on
 

ap
pe

ar 
to 

be
 co

ve
red

.) 

Co
mp

lia
nc
e 

sy
ste

ms
 to
 be

 
de
ve
lop

ed
 du

rin
g 

20
11
-12

 

JA
 

 Fin
an
ce
 

BP
s t
o 

lia
ise

 
wit

h 
Sh

are
d 

Se
rvi
ce

s    LD
 

CA
P/C

AR
 

 VD
 

Pr
oc
ure

me
nt 

n/a
 

Ex
ce
pti
on
 re

po
rts

 ar
e n

ow
 be

ing
 

iss
ue
d t

o m
an
ag
ers

 on
 a 

reg
ula

r 
ba
sis

 on
 pu

rch
as
e o

rde
rs 

– 
ne
ed

 to
 en

su
re 

Sh
are

d S
erv

ice
s 

an
d F

ina
nc
e a

re 
joi
ne

d u
p. 

 Jo
urn

al 
co
ntr

ols
 ha

ve
 be

en
 

en
ha

nc
ed
. 

 Fin
an
ce
 Bu

sin
es
s P

art
ne

rs 
to 

bri
ng
 to

ge
the

r in
 on

e r
es
po

ns
e 

mo
nth

ly 
to 

Co
rpo

rat
e D

ire
cto

rs.
 

 NB
, P

os
t C

om
ple

tio
n R

ep
ort

s 
are

 re
sp
on
sib

ility
 of

 C
&E

 an
d 

no
t F

ina
nc
e. 

21
. 

8.3
.14

 
RG

 
W
he
re 

pro
jec

tio
ns
 ar

e n
ot 

pro
vid

ed
 by

 
bu
dg

et 
ho

lde
rs,

 th
is 
sh
ou

ld 
be
 es

ca
lat
ed

 
an
d b

e p
res

en
ted

 as
 “b

ud
ge

t h
old

er 
ha
s 

no
t p
rov

ide
d a

 pr
oje

cti
on

”.  

Lo
w 

Ag
ree

d 
 

Ja
n 2

01
1 

MB
 

n/a
 

Co
mp

let
e –

 FB
Ps

 ar
e e

ns
uri

ng
 

tha
t fo

rec
as
ts 
are

 co
mp

let
ed

. 
W
he
re 

the
y a

re 
no

t th
is 
wil

l b
e 

es
ca
lat
ed

 by
 FB

Ps
 to

 JH
 + 
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Co

rpo
rat

e D
ire

cto
r o

n a
 m

on
thl
y 

ba
sis

 (n
ot 

ye
t h
ap

pe
ne

d) 
         

22
. 

1. PW
C 

 

A s
ing

le 
Ma

ste
r c

od
e s

ho
uld

 be
 

es
tab

lish
ed

 fo
r e

ac
h p

roj
ec
t w

ith
 

ap
pro

pri
ate

 su
b-c

od
es
 th
at 

all
ow

 an
 

an
aly

sis
 of

 su
b-c

ate
go
rie

s o
f c
os
ts 
as
 

req
uir
ed

. 

Hig
h 

To
 af
fec

t th
is 
the

 C
ap

ita
l S

ch
em

e 
mu

st 
be
 co

ns
tru

cte
d t

o s
ho

w 
all
 

rel
ev
an
t fu

nd
ing

 st
rea

ms
 an

d 
the

re 
mu

st 
be
 a 
tra

ns
pa
ren

t 
pro

ce
ss
 to
 sh

ow
 ho

w 
thi
s h

as
 

be
en

 au
tho

ris
ed

 an
d a

gre
ed

.  
Co

mm
iss

ion
ing

 fo
rm

 to
 re

co
rd 

Ma
ste

r a
nd
 su

b-c
od

es
 fo

r th
e 

pro
jec

t. 
Co

mm
iss

ion
ing

 pr
o-f

orm
a t
o b

e 
sig

ne
d b

y B
ud

ge
t H

old
er 

to 
ve
rify

 
co
de
 an

d b
ud
ge

t a
mo

un
t(s

). 
Bu

dg
et 

am
ou
nts

 to
 be

 cl
ea
r o

n 
inc

lus
ive

 or
 ex

clu
siv

e o
f fe

es
 

(bo
th 

int
ern

al 
an

d e
xte

rna
l). 

 

Ap
ril 
20

11
 ie
 in
 

rel
ati
on
 to

 11
/12

 
ca
pit
al 

pro
gra

mm
e. 

MB
 

n/a
 

Co
mp

let
e. 

 (R
ela

tes
 to
 fu

nd
ing

 st
rea

ms
.) 

 To
 be

 ap
pli
ed
 to

 11
/12

 sc
he
me

s 

23
. 
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. 
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C 

 

Co
mp

reh
en
siv

e a
nd
 co

nte
mp

ora
ne
ou
s 

pro
jec

t fi
na
nc
e r

ep
ort

s s
ho

uld
 be

 
pro

du
ce
d f

or 
all
 pr

oje
cts

 w
hic

h 
sp
ec
ific

all
y d

eta
il b

ud
ge
ted

 co
st,
 ac

tua
l 

co
st 
to 
da

te,
 co

mm
itte

d c
os
ts 
an
d a

 
for

ec
as
t o
utt
urn

. It
 sh

ou
ld 
be

 en
su
red

 
tha

t s
uc
h r

ep
ort

s a
re 

ac
tiv
ely

 di
sc
us
se
d 

an
d c

on
sid

ere
d a

t c
ore

 pr
oje

ct 
me

eti
ng
s 

as
 a 
ma

tte
r o

f c
ou
rse

.  
 

Hig
h 

En
su
re 

the
 us

e o
f p

roj
ec
t c
as
h 

flo
w 
– t
o b

e p
rod

uc
ed
 by

 th
e 

co
ns
tru

cto
r th

at 
ali
gn

s w
ith
 th

e 
pro

jec
t p
rog

ram
me

 an
d i
s 

rev
iew

ed
 as

 pa
rt o

f; 
1. 

Th
e p

roj
ec
t C

ore
 G
rou

p 
ag
en

da
 

2. 
Pr
es
en
ted

 to
 th

e B
ud
ge

t 
Ho

lde
r  

3. 
Us

e o
f S

AP
 to

 m
on
ito
r 

co
mm

itm
en
t a
nd
 sp

en
d 

fro
m 

SA
P b

y t
he

 Bu
dg

et 
Ho

lde
r. 

4. 
Ca

pit
al 
Fo

rum
 

 

Ap
ril 
20

11
  to

 
int
rod

uc
e m

ee
tin
gs
 

wit
h f

ina
nc
e, 

bu
dg

et 
ho

lde
rs 

an
d p

roj
ec
t 

ma
na
ge
rs 

as
 

ap
pro

pri
ate

. 
 Sy

ste
ms

 fo
r 

rep
ort

ing
 be

ing
 

rol
led

 ou
t b

y 
Pr
oje

ct 
Ma

na
ge
me

nt 
Of
fic
e. 
( d

ate
 fo

r 
im
ple

me
nta

tio
n t

o 
be
 ag

ree
d)  

JA
 

 JH
 to
 

lea
d 

n/a
 

Th
ere

 is
 a 
ne

ed
 to

 in
tro

du
ce
 

mo
re 

eff
ec
tiv
e p

roj
ec
t re

po
rtin

g 
to 
sit
 al
on

gs
ide

 fin
an

ce
 re

po
rtin

g 
(as

 fo
r tr

an
sfo

rm
ati
on
 

pro
gra

mm
e).

 
 Fin

an
ce
 to
 m

ak
e m

ore
 us

e o
f 

sp
en
d t

o d
ate

 in
for

ma
tio
n a

nd
 

co
mp

are
 th
is 
wit

h p
roj

ec
t 

ma
na
ge
me

nt 
rep

ort
s. 

 

144



AP
PE

ND
IX 

1 

 
7

24
. 

11
. 

PW
C 

 

Pr
oje

ct 
co
sts

 sh
ou
ld 
be

 co
de

d t
o t

he
 

ap
pro

pri
ate

 pr
oje

ct 
co
de

.  
(6.

3 i
) w

e n
ote

d t
ha

t th
ere

 w
as
 a 
dif
fer

en
t 

fin
an
ce
 co

de
 ut

ilis
ed
 fo

r th
e f

ina
l a
cc
ou
nt 

se
ttle

me
nts

 fo
r b

oth
 sc

ho
ols

. In
 bo

th 
ins

tan
ce
s t
he
 co

de
 ut

ilis
ed

 w
as
 W

hit
mo

re 
Hig

h.)
 

Hig
h 

Ac
co
un
tab

ility
 fo

r c
os
t c
od
es
 w
ill 

be
 cl
ea

rly
 al
loc

ate
d t

o b
ud

ge
t 

ho
lde

rs,
 an

d t
he

y w
ill b

e 
res

po
ns
ibl
e f

or 
Pu

rch
as
e O

rde
rs 

an
d i
nv
oic

e p
roc

es
sin

g. 
Ap

pro
pri
ate

 tra
ini
ng

 w
ill b

e g
ive

n 
to 
en
su
re 

tha
t th

ey
 un

de
rst

an
d 

the
ir r

es
po

ns
ibi
litie

s a
nd
 th

e 
im
pli
ca
tio
ns
 of

 m
isc

od
ing

. C
los

e 
wo

rki
ng
 re

lat
ion

sh
ips

 be
tw
ee
n 

bu
dg

et 
ho

lde
rs 

an
d t
he

 fin
an

ce
 

tea
m 

wil
l a
ss
ist
 in
 en

su
rin

g n
o 

de
via

nc
e t
ak
es
 pl
ac
e. 

W
ork

str
ea
m 

2 w
ill c

on
sid

er 
the

 
pro

ce
ss
es
 cu

rre
ntl
y i
n p

lac
e t
o 

en
su
re 

tha
t a

ny
 ob

sta
cle

s t
o 

req
uir
ed

 fle
xib

iliti
es
 to

 m
ak
e t
his

 
wo

rka
ble

 ar
e a

dd
res

se
d. 

Ju
ne
 20

11
 

BH
/D
L 

3 
Th

is 
is 
cu
rre

ntl
y b

ein
g a

cti
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APPENDIX 3  

 

 

 

DRAFT PROJECT INITIATION DOCUMENT 
IMPLEMENTATION OF A CAPITAL STRATEGY AND GOVERNANCE 
ARRANGEMENTS  
Project Sponsor: Brendon Hills Corporate Director on behalf of CSB. 
Project Manger:   David Lewis Interim Head of Property  
CSB are asked to consider and agree the proposals set out in this report. 
Background 
The recent Capital Investigation highlighted serious shortcomings and a lack of 
robustness in the current arrangements for managing the capital programme with 
serious financial and reputational risks for the Council. At a meeting on 5th January 
CSB endorsed the recommendations in an initial report and agreed the overall 
strategy for responding to the findings involving the introduction of a corporate policy 
framework for capital investment and robust arrangements for delivery of the capital 
programme. This is an integral part of the wider review of governance across the 
Council being overseen by the Director of Legal & Governance Services.  
Although the particular problems emerged in the delivery of projects in the Children’s 
Service area there is a need to address the issues on a comprehensive basis across 
the Council.  This Project Initiation Document therefore proposes a corporate 
solution involving all capital expenditure in both the General Fund and Housing 
Revenue Account. Rather than address the various findings on an individual basis a 
fundamental overhaul of existing arrangements is proposed in order to ensure that 
the serious risks identified are addressed comprehensively. 
The strategy involves 2011/12 being a transitional year during which the new 
arrangements are devised and agreed by the Council. In essence this will provide: - 

a)  The framework for agreement being reached on a 5 year capital programme 
as part of the budget preparation arrangements for 2012/13 and the MTFS.   

b) The introduction of robust corporate arrangements for the governance and 
regular monitoring and reporting of the capital programme. 
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Such action will put in place a clear and transparent framework for how the capital 
programme is compiled.  Actions being taken now progressively mitigate the risks 
identified during 2010/11 (see attached high level project plan) so that there are 
robust processes in place which will prevent both lack of governance, i.e. proper 
approval processes, and financial mis-reporting.  This means there will be a low level 
of risk in respect of the financial management of the capital programme and its 
delivery. An ongoing review of the arrangements by Internal Audit has been 
requested by GARM and there will be regular monitoring of the implementation of the 
plan and reports back to GARM during 2011/12 in order to verify that the risk 
mitigation measures have been successful it is proposed that a specific review of the 
arrangements is undertaken in the first quarter of 2012/13 and the outcome reported 
to GARM. 
Project Definition 
Objectives 
The objective of this project is to devise and put into place for 2012/13 onwards a 
high quality capital strategy to provide an objective framework for decision making 
and robust arrangements for managing the overall delivery of the Council’s capital 
programme. This will involve both development of new arrangements and their 
implementation in a timely manner during 2011/12 to facilitate budget preparation 
and monitoring and reporting of the capital programme. 
Project Links 
By introducing an overall policy framework for capital investment and robust 
arrangements for delivery of the capital programme the project will underpin delivery 
of all of the Council’s corporate priorities   
Scope 
This is a corporate project encompassing all capital investment by the Council both 
General Fund and HRA. It includes funding from all sources including specific grant 
allocations and disposal receipts. 
Outcomes 
Removal of the current risks with improved value for money from capital investment 
in support of the Council’s policy objectives.  
Deliverables 
A 5 year strategy to provide a corporate policy framework for decision making on 
capital investment to support the delivery of services. 
Robust governance arrangements at programme and project level including 
appropriate levels of stakeholder engagement in relation to grant allocations.  
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A corporate allocation model for capital resources to ensure objective prioritisation of 
projects in line with corporate strategy. 
A 5 year capital programme (possibly rising to 10 years) with the introduction of 
robust monthly monitoring and reporting arrangements to CSB, Capital Forum and 
DMT’s etc with quarterly monitoring reported to Cabinet. It is also intended that 
monitoring will be regularly reported to appropriate forums within directorate areas 
e.g. the Schools Forum.  
Regular reporting to GARM on progress of the project. 
 
Key Milestones 
Please see the attached high level project plan the headlines are: - 
Introduction of robust quarterly programme monitoring reports to Cabinet by April 
2011.  
Cabinet agreement of a draft Capital Strategy by June 2011. 
Cabinet agreement of a corporate allocation model for capital resources by June 
2011 
Cabinet agreement on a corporate capital programme by February 2012. 
Review of arrangements and risk mitigation verification in 2011/12 and first quarter 
2012/13 by Internal Audit. 
Benefits 
The project will mitigate the current high level of risk around the capital programme 
and secure improved value for money through more accurate capital investment to 
support the Council’s policy objectives.  
Roles and Responsibilities 
Project Board              CSB 
Project Sponsor         Brendon Hills, Corporate Director on behalf of CSB 
Project Manager        David Lewis, Interim Head of Property 
Project Team             Amanda Henton, Jennifer Hydari, Shirley Jenkins, A N Other 
covering the HRA, David Lewis with others co-opted as needed to ensure the right 
expertise e.g. project management advice. 
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Risk management 
The project itself is a risk mitigation strategy designed to comprehensively address 
the findings of the recent Capital Investigation. It will have its own risk register which 
will be maintained and reviewed/updated on a regular basis by the Project Team. 
The Project Board will review the key risks every time they consider a progress 
report on the project. The Governance, Audit and Risk Committee will receive 
regular updates on progress including a review of key risks. 
Equalities Impact 
Assessment to be undertaken but project is expected to have a positive impact on 
equalities.  
Dependencies/Interdependencies 
This is a project of paramount importance which feeds into the overall governance 
review and needs to be undertaken as a matter of priority to comprehensively 
address the findings of the Capital Investigation thereby reducing the risks to the 
Council.  Whilst there will be a range of interdependencies across the Council this 
project will provide the critical path for putting in place structured and robust 
arrangements for the management of capital investment in the delivery of services.  
Stakeholder Engagement and Communications 
Cabinet, Governance, Audit and Risk Management Committee, CSB and appropriate 
Directorate Forums through regular reporting – see key milestones above. 
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