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1. EXECUTIVE SUMMARY 

 
1.1. This report summarises: 

• Progress on implementing recommendations arising from the Audit 
Commission 2012/13 Annual Governance Report  

• The action plans relating to the control weaknesses identified in 
the 2012/13 Annual Governance Statement and progress in 
implementing these action plans. 

• Progress on implementing the recommendations in the Fraud 
Response Plan 
 

 
2. RECOMMENDATIONS 

2.1. To note the contents of this report. 
 

3. REASONS FOR DECISION 

3.1. Not applicable. No decision required. 
 



4. INTRODUCTION AND BACKGROUND  

4.1. In September 2013 the Council’s External Auditors (KPMG) issued their 
‘Report to those charged with governance (ISA 260) 2012/13’. The report 
contained 2 recommendations for implementation by management.  
 

4.2. The Council’s 2012/13 Annual Governance Statement (AGS) also 
contained issues that required action by management. Action plans are a 
necessary result of the AGS and should provide sufficient evidence that 
the individual significant control weaknesses taken from the AGS will be 
resolved as soon as possible, preferably in-year before the next statement 
is due. 
 

4.3. Failure to act effectively on the significant control issues would increase 
the exposure of the council to risk. As these issues are considered to be 
significant, the action plans and the progress made in implementation will 
be periodically reported to the Audit, Pensions and Standards Committee 
to agree and then to monitor progress. 

 
4.4. The Fraud Response Plan was largely cleared at the last APSC meeting, 

there were 4 recommendations outstanding to report on progress to this 
meeting. 

 

5. PROPOSAL AND ISSUES  

5.1. Update on External Audit recommendations 
 

5.1.1. The table attached as Appendix A shows the progress reported by 
the responsible managers in implementing recommendations from 
the KPMG ‘Report to those charged with governance (ISA 260) 
2012/13’.  Updates on 2 recommendations have been sought for 
this report. One has been reported as implemented and one is in 
progress. Unless otherwise stated, Internal Audit has not verified 
the information provided and can therefore not give any 
independent assurance in respect of the reported position.   

 

5.2. Annual Governance Statement Action Plan 
 

5.2.1. Attached as Appendix B are the action plans relating to the 
significant control weaknesses identified in the 2012/13 Annual 
Governance Statement. 
 

5.2.2. The action plans and the progress made in implementation for 
all three AGS entries (Contract Management, Business Continuity 
Supply Chain Resilience and Health and Safety) have been 
provided by the identified responsible officers.  Unless otherwise 
stated, Internal Audit has not verified the information provided and 
can therefore not give any independent assurance in respect of 
the reported position.  We will continue to report progress until 
these are implemented. 



 
 
5.3. Fraud Response Plan 
 

5.3.1. Attached as Appendix C is the progress report on the 
implementation of the remaining recommendations. 
 

5.3.2. One of the recommendations relating to blue sky thinking is now 
considered cleared.  The remaining recommendations remain 
extant as they cannot be cleared yet.  Unless otherwise stated, 
Internal Audit has not verified the current position reported by 
officers and can therefore not give any independent assurance in 
respect of the reported position. 

 
 

6. OPTIONS AND ANALYSIS OF OPTIONS  

6.1. Not applicable 
 

7. CONSULTATION 

7.1. Not applicable 
 

8. EQUALITY IMPLICATIONS 

8.1. Not applicable 
 

9. LEGAL IMPLICATIONS 

9.1. Not applicable 
 

10. FINANCIAL AND RESOURCES IMPLICATIONS 

10.1. Not applicable 
 

11. RISK MANAGEMENT  

11.1. Not applicable 
 

12. PROCUREMENT AND IT STRATEGY IMPLICATIONS 
 

12.1. Not applicable 
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Internal Audit Manager 
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Finance, Internal Audit 
Town Hall 
King Street 
Hammersmith W6 9JU 

 

LIST OF APPENDICES: 

 
Appendix A  External Audit Recommendations 
Appendix B  2012/13 Annual Governance Statement Action Plan  
Appendix C  Fraud Response Plan Recommendations  



Appendix A 
 

External Audit Recommendation updates 
 

 
Report Recommendation/Areas 

of Improvement 
Initial response and timescale Responsible Officer Update to Audit, Pensions and Standards 

Committee 

Report to those charged with governance (ISA 260) 2012/13 

 R1 - Non-Current Asset 
Management 
The Authority should consider 
implementing an asset 
management system with the 
required functionality to 
improve efficiency of officers 
throughout the year and 
increase accuracy in the 
financial reporting process 
reducing the risk of error. 

We accept the recommendation. The spread 
sheets have generally served the Authority 
well but as part of the transition to Managed 
Services an asset management system will 
be introduced. This is due to go live in April 
2014 and it will form the basis of closing the 
accounts in 2014/15. In the meantime (year 
of account 2013/14) the Council will continue 
to use spread sheets which will be refined 
and improved where possible. 

Bi-Borough Director of Finance As per the original response, this recommendation is 
being addressed via the Managed Services project.  
The specification for the Fixed Asset register has now 
been agreed with the provider.  Integrated Systems 
Testing (IST) commenced on 11th November 2013 
with User Acceptance Testing to follow in January. 

 R2 - Investments 
There is an opportunity to 
remove the additional layer of 
approval, to make the process 
more efficient and reducing the 
time officers spend processing 
each investment. A preparer 
and reviewer is sufficient to 
segregate duties and mitigate 
the risk of error and fraud. 

We accept the recommendation. We will seek 
to make the authorisation process more 
efficient while continuing to ensure a sound 
control environment observes necessary 
segregation of duties. 

Director of Corporate Finance & Investment This was put in place from 1 October 2013 

 



Appendix B 

 

2012/13 Annual Governance Statement Action Plan  

 
Entry 

 

Responsible 
Officer 

Action Plan Progress To date 

Business Continuity   Supply Chain 
Resilience 
Following an increase in the number of 
outsourced services and the continuing 
broad economic uncertainty it has been 
identified that the council is exposed to 
an increased supply chain risk. Following 
a recent collapse of a significant sub-
contractor an internal audit of Supply 
Chain Resilience has been approved to 
establish the effectiveness of the system 
of internal control.  
Whilst the council remains resilient to its 
main contractors it remains at risk of 
service interruption in responding to the 
failure of a critical subcontractor and 
business continuity plans do not always 
allow for this risk.  
Any proportionate systems or process 
improvements identified following on 
completion of the audit will be adopted to 
improve the control environment in this 
area. 

Deputy Head of 
Emergency 
Services 

Service Continuity plan development workshops have been 
held to ensure that P1 and P2 service leads have compliant 
Business Continuity plans. Within the workshops, emphasise 
was placed on the importance of ensuring their key suppliers 
were resilient. 
 
Develop reporting dashboard to report compliance for continuity 
plans as a KPI, this includes scoring element on supply chain 
resilience within service. KPI to be reported to Service 
Resilience Group and EMT.  
 
Where P1 and P2 services have Tier 2 suppliers to HFBP (Tier 
1), that regular credit checking is undertaken on the suppliers 
by HFBP. 
 
That monthly credit rating checks are carried out on the most 
important suppliers, based on spend and service criticality. 
 
That all outsourced single Managed Services have a Strategy 
for the loss of the supplier, and that this is both workable and 
robust. 
 
Run contract management workshops for all P1 and P2 service 
contract managers. These specific workshops will focus on 
understanding how Resilience should be implemented in 
supplier operations, plus ensure that the resilience capability is 
tested on at least an annual basis, ensuring that evidence of 
their capabilities is captured, and that shortfalls have controls. 
 

6 workshops completed.  
 
 
 
 
 
Dashboard developed and first round of KPI reporting 
undertaken and reported to Service Resilience Group. KPI 
reporting to EMT in January 2014. 
 
 
Now undertaken by HFBP on a monthly basis and forwarded to 
the Business Continuity Manager. 
 
 
Checks are undertaken for top 200 spend contracts, checks for 
high risk contracts under development.   
 
Pending  
 
 
 
Pending 
 
 
 
 
 
 



Entry 

 

Responsible 
Officer 

Action Plan Progress To date 

That contract Business Continuity clauses are commensurate to 
the service being provided, and where additional guidance is 
sought, Legal Teams direct the procuring officer / contract 
manager to the Business Continuity Manager for advice. 
 
That thresholds for key performance indicators in contracts are 
monitored on a regular basis. 
 
Ensure that the impending Capital eSourcing (BRAVO) platform 
has a Business Continuity workflow process. This directs 
procuring officers and contract managers to ensure the 
resilience of the intended supplier is commensurate to the 
service being provided. 
 
Assess weaknesses and vulnerabilities within council supplied 
services and develop action plan to address specific areas of 
concern. 
 
Formalise and codify actions above into a Supplier Resilience 
Strategy. 

Legal have begun to send contracts to the BC Manager for 
advice, this has not previously occurred.   
 
 
 
Being developed by the BRAVO team. 
 
 
Supplied to the BRAVO team for testing. 
 
 
 
 
 
Internal Audit undertaken with results about to be formalised.   
Initial feedback suggests discreet areas of supply chain can be  
identified to enable targeted remedial action for high risk areas. 
 
Strategy developed and agreed on a Bi-Borough basis (RBKC 
& LBHF) at Procurement board. Process underway to turn in to 
tri borough strategy prior to corporate sign off. E-procurement 
system as catalyst for tri borough approach.     



Entry 

 

Responsible 
Officer 

Action Plan Progress To date 

Contract Management  
Chief Officers are responsible for all 
contracts tendered and let by their 
Department. They accountable to the 
Cabinet for the performance in relation to 
contract letting and management, which 
are to ensure compliance with English 
and EU legislation and Council Policy; 
to ensure value for money in all 
procurement matters. 
The council is required under its contract 
standing orders to record its contracts 
through a register as a basis for the 
planning, preparation and oversight of 
contracts. Furthermore it is required to 
keep proper records of all contracts 
awarded (using the London Councils 
Contracts Database where these have a 
total value of £50,000 and over); 
It is apparent that the register is 
incomplete. A review of contract 
management is being undertaken by 
Internal Audit. Any evidence of non-
compliance with contract standing orders 
and Financial Regulations may result in 
recommendations to improve the system 
of internal control. 

Head of 
Procurement 

1. Update reports are being provided to Bi borough 
Procurement Board to raise awareness of the issue and 
ensure departments update the contract register 
accordingly.   

 
2. The internal audit report recommendations when received 

will be submitted to Bi borough Procurement  Board – 
currently planned for December 2013 - and implemented 
as required. 

 
3. As part of the Tri-borough Managed Services Programme, 

the three Councils have commissioned an eSourcing 
solution from Bravo Solutions called “capitalEsourcing” 
which comprises a range of modules including spend 
analysis, etendering, contract and vendor management. 
Work is underway to implement this with effect from 
January 2014. This will include putting together a new 
Contracts Register in the system which will interface with 
the etendering module. This will significantly improve 
contract record keeping.  There is no such interface in the 
current systems.  The programme of work is as follows: 

 

• Nov 13 - Commence data gathering exercise to draw up a 
list of contracts by authority with supporting metadata ( 
e.g. expiry, value, supplier contacts details etc.)  

• Dec 13 - Collate, validate, and rationalise data to a 
standard format  

• Jan 14 – Upload data to the capitalEsourcing system  

• Feb 14 – Continue updating register in “new” format 

Report submitted to Bi borough Procurement Board on 19 Sept 
outlining current contracts on the register and highlighting the 
need to update especially when transferred to the new TB 
capitalEsourcing system. 
 
Data gathering well underway with a view to completion by 31st 
Jan 14. 



Entry 

 

Responsible 
Officer 

Action Plan Progress To date 

Health and Safety  
There has been substantial progress in 
delivering a reasonable Health & Safety 
environment throughout 2012/13 
following a prosecution by the Health and 
Safety Executive. This has included 
enhanced training, support, resource and 
guidance. A map of Health and Safety 
risks has been compiled and is reviewed 
quarterly. Safety Committees exist for 
TriBorough departments.  
There is some evidence that health & 
safety contractors property risk 
assessment plans are not being 
effectively monitored resulting in 
breaches of statutory Health & Safety 
legislation. One notifiable incident has 
been made to the Health and Safety 
Executive in this regard.  
While proposals, including an appointed 
person in post for the management of 
Asbestos, to improve the controls, have 
been agreed and will being monitored by 
Hammersmith and Fulham Business 
Board, these arrangements are not fully 
established at this time. Action Plans 
have been modified to improve the 
system of internal control in this area. 

Bi-Borough 
Director of 

Environmental 
Health 

The management of facilities has transferred to Amey as of 
October 1st 2013. The Link (Client function) hosted by RBKC 
is responsible for the performance management of the Amey 
contract. 
 
Key Performance Indicators have been put forward by 
corporate safety (agreed between all three councils) which 
includes a target for monitoring contractors delivering the 
Amey contract. Relevant KPIs were not included in the original 
contract for health and safety. A service level agreement 
between the Link and Corporate Safety teams (3 boroughs) 
has been put forward. 
 
The corporate safety business plan sets out key audits over 
the next two years which includes the monitoring of 
contractors: gas safety, fire safety, lift safety management and 
asbestos management 
 
Appointed asbestos manager in post. 

Awaiting for the Link (Director HR Strategy & Business 
Centre) to agree SLA and associated KPIs 
 
Gas safety audit completed and circulated with 
recommendations. 
 
Fire safety audit circulated with recommendation. Review 
scheduled in March 2014.  
 
Lift audit completed and circulated with recommendations for 
action. Three month review completed December 2013. 
 
Asbestos management audit – scope in place 
 
All corporate buildings now have an asbestos management 
plan. Responsibility transferred to AMEY. Corporate Asbestos 
Managing overseeing sovereign corporate compliance. 
 
Resourcing (6 months) agreed by children’s Services for 
Corporate Asbestos Compliance Manager to manage survey 
and asbestos management plans in schools. Programme 
agreed. Schools separated into three types based on levels of 
duty of care.  Programme on schedule. 

 



Appendix C 

 

Fraud Response Plan Recommendations  

 
 

APSC requirement Action Plan Responsible Officer Progress to August 2013 Progress to November 2013 

1. Look at the potential to share 
intelligence with others, particularly 
Govt Depts (HMRC), to consider the 
potential for prosecution of 
businesses: 
‘The Exec Dir of Finance & corp Gov 
cross checks the list of property 
owners benefiting from the granting of 
retrospective NNDR relief with 
records of operators of premises who 
have had licenses revoked and/or 
have been subject to enforcement 
action by HMRC, as a means of 
focussing any further investigations’. 

We have contacted HMRC and the 
units within LBHF who dealt with 
them and collected some information 
from them. However further evidence 
has been identified within the 
investigation which may offer a more 
effective solution to the potential for 
prosecution of some businesses. This 
is currently being looked into. Further 
details cannot be provided at this time 
due to the confidentiality of 
prosecution cases. 

Investigations consultant We will trial a data exchange on large 
scale local frauds but for the local rate 
payer prosecutions we are using a more 
effective risk based approach to identify 
the most appropriate cases. 
Once the criminal action is complete a 
more detailed update will be provided. 

We will trial a data exchange on 
large scale local frauds but for the 
local rate payer prosecutions we are 
using a more effective risk based 
approach to identify the most 
appropriate cases. 
Once the criminal action is complete 
a more detailed update will be 
provided. 

7. Develop proposals for 'blue sky 
thinking' on risk and control for audit 
and risk involving other officers. 

Under development. Internal Audit An initial review has identified where 
existing appropriate Officers and groups 
can contribute to the process. The 
contacts have been established in IT. 
Information Management, BiBorough 
Procurement, Policy and Strategy. A 
model is under development for a 
periodic exercise which may within the 
remit of a new Strategic Tri-borough risk 
management group. 

An existing group (the Tri-Borough 
Information Management project 
Board) has been identified through 
which this might be delivered. Blue 
sky thinking in relation to information 
governance and technology 
management.  A second stream, the 
newly established Tri-borough 
Corporate Risk Management Group 
will also have the responsibility to 
undertake this exercise.  The two of 
these will provide the overall scope 
looked for.  This is now considered 
complete. 

 
 



 

 

No. Recommendation Responsible 
Officer 

Proposed action target date Progress to September 
2013 

Progress to November 
2013 

KPMG 
Rec  
R8 

As part of the Council’s assessment against the new 
Public Sector 

Internal Audit Standards and ensure that: 

§ The annual audit plan is presented to the Audit 
Committee in the context of a wider strategic plan, 
together with a supporting risk assessment. 

 

Internal Audit While the risk assessment is 
already provided in the form of 
the risk registers which are 
reported to every Committee 
meeting, additional information 
will be provided to the committee 
to support the audit plans and put 
them into context 

31 March 2014 This will be undertaken for 
the 2013/14 audit plans 
due to APSC in February 
2014 

This will be undertaken for 
the 2013/14 audit plans 
due to APSC in February 
2014 

KPMG 
Rec 
R14 

Disseminate the lessons learnt from this review widely. Internal Audit Once the criminal proceedings 
are completed, this will be shared 
with HFBB and the Finance 
Strategy Board to act on as 
appropriate. 

31 March 2014, 
but dependent on 
court cases 

It is not possible to action 
this yet. 

It is not possible to action 
this yet. 

 
 
 


