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1. EXECUTIVE SUMMARY 
 
1.1. This report summarises Progress on implementing recommendations arising 

from the ‘External Audit Report 2016/17’ and the Annual Governance 
Statement. 
 

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 2017 the Council’s External Auditors (KPMG) issued their 

‘External Audit Report 2016/17’. The report contained five recommendations 
for implementation by management and two recommendations from the 
2015/16 report that were not fully implemented. 

mailto:geoff.drake@lbhf.gov.uk


 
4.2. The Council’s 2016/17 Annual Governance Statement (AGS) also contained 

one issue carried over from the previous year 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 issue 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. 

 
5. PROPOSALS AND ISSUES 

 
5.1. Update on External Audit Recommendations  

 
5.1.1. Three recommendations arising from the External Audit Report 2016/17’ 

have now been reported as implemented. 
 

5.1.2. Progress in implementing the remaining recommendations can be found 
in Appendix A. 
 

5.1.3. Internal Audit has not verified the information provided and can therefore 
not give any independent assurance in respect of the reported position. 

 
5.2. Update on Annual Governance Statement recommendations 

 
5.2.1. The table attached as Appendix B shows the progress reported by the 

responsible managers in implementing recommendation carried forward 
into the 2016/17 Annual Governance Statement. 
 

5.2.2. 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.   

 
6. BACKGROUND PAPERS USED IN PREPARING THIS REPORT 

None. 
 
LIST OF APPENDICES: 
 
Appendix A  External Audit Recommendations Update 

Appendix B  Annual Governance Statement Update  



Appendix A 
 

External Audit Recommendations Update 
 

 

Recommendation/Areas of Improvement Initial response and timescale Responsible Officer Update to Audit, Pensions and 
Standards Committee 

R1 - Approval of Exit Payments (Priority 2) 

During our testing, we identified two individuals for 
which the documentation of the adjudication panel 
approving their redundancy could not be located. 
Moreover, receiving redundancy letters for a number of 
individuals proved difficulty as there was no central co-
ordination and storage of key documents. 

There is a risk currently that the Authority is unable to 
demonstrate that the controls surrounding the approval 
of exit payments are operating effectively. 

Recommendation: A central storage of important 
documents relating to exit packages and other sensitive 
matters should be developed and the importance of 
using this central storage should be reaffirmed to key 
officers. The monitoring officer could act in an oversight 
role for this. 

Agreed 

We will review our arrangements for filing and 
storing important documents relating to exit 
packages and other sensitive matters. We will 
ensure that the correct procedure is reaffirmed to 
key officers. 

 

By when: December 2017 

Interim Director for HR On track for completion by planned date 

R2 - Accruals identification/calculation - (Priority 2) 

During our testing of creditor accruals, we identified two 
accruals which had been made even though the 
expense had not yet been incurred by the Authority. The 
values in question were not material to the financial 
statements 

Moreover, the backing for accruals submitted by the 
services was not always accompanied by detailed 
supporting evidence of working, making obtaining audit 
evidence together with the internal scrutiny of the 
corporate finance team, challenging. 

Agreed 

Existing guidance for raising accruals will be 
reviewed, updated as necessary and re-issued to 
the services. This guidance will specify the level 
of evidence required to support accruals. 
Corporate Finance will monitor compliance by the 
services with this guidance 

 

By when: December 2017 

Strategic Finance Director IN PROGRESS – ON TRACK 

Corporate Finance are currently finalising the 
closing timetable and guidance for 2017/18. The 
revised guidance will include detailed guidance 
on accruals. 



Recommendation/Areas of Improvement Initial response and timescale Responsible Officer Update to Audit, Pensions and 
Standards Committee 

Recommendation: Detailed guidance should be issued 
to the services regarding what expenditure 

should be accrued and the level of evidence required to 
support these accruals. 

R3 - IT Control Deficiencies- Leavers and User 
Access (Priority 2) 

During our audit of the IT environment at BT Managed 
Services, we identified a large number of leavers who 
had not been removed from the IT system promptly 
after the leaving date. Similarly, the majority of new 
users, who are not on temporary contracts, to the 
system are entered with an expiry date of 2099, rather 
than a fixed end date, meaning many user access rights 
will continue indefinitely. 

Whilst further testing identified that none of these 
individuals accessed the ledger inappropriately after 
their leaving date, there is a risk to the Authority that 
leavers can inappropriately access the ledger after they 
have left the Authority. The lack of end date means that 
there is no fixed process whereby BT is encouraged to 
monitor user access regularly. 

Recommendation: The importance of removing 
leavers from the IT system should be reaffirmed to BT 
Managed Services and a routine check is developed to 
identify any leavers who might still inappropriately have 
access to Agresso. New users should be given an 
expiry date after 12 months so that user access does 
not continue indefinitely where this is not appropriate. 

Agreed 

The shortfall in required practices will be notified 
to BT and supported by the issue of the 
appropriate contract warning notices. The Council 
will work with BT to increase the performance 
monitoring in this area, and will introduce checks 
and controls to confirm resolution by BT. 

 

By when: March 2018 

Interim Director for HR IMPLEMENTED 

This matter has been raised with BT who have 
responded that there was an issue with the 
trigger process which alerted the team to revoke 
system access for leavers. This issue has now 
been fixed and alerts are now visible.  For added 
confidence the BT HR team will issue a weekly 
leavers report for cross referencing until they are 
assured the process is running smoothly.  

 

R4 - IT Control Deficiency- Change Documentation 
(Priority 3) 

During our testing of changes to the IT environment, we 
identified that there was one instance where the 
relevant change request and approval minutes could not 

Agreed 

The shortfall in required practices will be notified 
to BT and supported by the issue of the 
appropriate contract warning notices. The Council 
will work with BT to increase the performance 

Strategic Finance Director IN PROGRESS – ON TRACK 

This matter has been raised with BT who have 
requested further information to investigate the 
instance reported by KPMG. Corporate Finance 
have requested this information from KPMG and 



Recommendation/Areas of Improvement Initial response and timescale Responsible Officer Update to Audit, Pensions and 
Standards Committee 

be located. The reason for this is that the change was 
relatively old and the contractor who processed it had 
left BT’s employment. 

Whilst a description of the change did not indicate that 
the change to the IT environment was inappropriate, 
there is a risk that the council cannot gain comfort over 
the appropriateness of its change control procedure if 
sufficient documentation is not held. 

Recommendation: Storage of change documents 
related to IT change requests should be reinforced 

to key officers. 

monitoring in this area, and will introduce checks 
and controls to confirm resolution by BT. 

 

By when: March 2018 

will subsequently provide this to BT to complete 
their investigation.   

 

R5 - Monitoring of Savings Plans (Priority 3) 

The approach for monitoring the performance of savings 
plans in the MTFS is generally via the in month 
budgetary control processes, where the performance on 
each cost centre is monitored, rather than the 
performance of the individual savings plans. 

Due to the size of savings plans in 2016/17, this level of 
monitoring was appropriate. However, many of the 
savings plans for 2017/18 are of a much larger size and 
strong performance in one saving plan could heavily 
distort the reporting of others meaning poor 
performance of certain savings plans is not identified. 

Recommendation: As savings plans increase in size, 
reporting should be developed such that there is a more 
granular approach to monitoring savings plans. This 
would allow performance of individual savings plans to 
be more closely monitored and expedient mitigating 
actions taken where under performance identified. 

Agreed 

In 2016/17 departments provided a monthly 
summary of performance against their savings 
performance with exception reporting on those 
that were ‘red’ rated. This was captured as part of 
the monthly Corporate Revenue Monitoring 
reports. For 2017/18 a separate report has been 
produced which focuses on the delivery of each 
individual saving. 

 

By when: Completed 

Strategic Finance Director N/A – Completed. 

 
  



Recommendations not yet fully implemented from the 2015/16 audit 
 

Recommendation/Areas of Improvement Original response and timescale Responsible Officer Update to Audit, Pensions and 
Standards Committee 

Recommendation 1 (Priority 1) 

The Council should consider how to obtain assurance 
over the control environment at BT. This can be 
achieved through the commissioning of an ISAE 3402 
as noted above or specific internal audit work 
undertaken at BT. 

The resulting report should be reviewed by 
management and any areas for local consideration 
should be actioned accordingly. 

 

Partially Implemented 

There is still no segregation of duties of transactions 
initiated at BT. However, Internal Audit have undertaken 
a series of reviews at BT Managed Services and have 
raised a number of recommendations to management. 
In order to gain more assurance also the KPMG audit 
team has also conducted a visit of the managed service 
provider to gain an understanding of the control 
environment at BT. 

We will investigate and consider options as to 
how we can obtain increased assurance over the 
control environment at BT. This may include an 
internal review of controls, an externally certified 
review, or a combination of both. Management 
will review any findings and ensure that any 
areas for local consideration are actioned 
accordingly. 

 

By when: March 2017 

Strategic Finance Director SUPERSEDED 

Given the current commercial discussions with 
BT this was not progressed. To address this 
recommendation the KPMG external audit team 
included a visit to BT Managed Services as part 
of the 2016/17 external audit programme. Their 
finding and recommendations were included in 
the ISA260 report and an update to any 
Managed Services related recommendations 
included above.  

Recommendation 2 (Priority 1) 

Once the cleansing of membership data is complete 
and all parties are agreed that this is the case, LBH&F 
should ensure that a detailed assurance exercise is 
undertaken. This exercise will need to be more detailed 
than an audit and could be externally procured or 
completed by Internal Audit. 

LBH&F should also ensure that it is able to routinely 
reconcile appropriate information between BT managed 
services systems and SCCs pensions administration 
systems. This would provide assurance throughout the 
year that all contributions are being collected by LBH&F 

The Council will ensure that a detailed assurance 

exercise is put in place to tackle the historical 
casework backlog inherited from Capita as well 
as the proposals for cleansing inherited data on 
the pensions administration system where 
required. The aim will be to complete the work 
within a one year period starting on 1 October 
2016, although it is recognised that some aspects 
could take longer if any complicating factors 
arise. 

The Council agrees that the reconciliation of 
pension contributions between BT Managed 

Bi-Borough Director of HR 

 

The pensions cleanse is completed on time by 
SCC, led by HRD in RBKC 



Recommendation/Areas of Improvement Original response and timescale Responsible Officer Update to Audit, Pensions and 
Standards Committee 

and passed to the Pension Fund. 

 

Ongoing 

The data cleanse process of information inherited from 
Surrey County Council is still ongoing and is expected 
to be completed in September 2017. 

There are still delays in receiving timely information 
from BT, including a delay in receiving the membership 
data for the year end accounts which has still not been 
received. Management at Surrey County Council are 
continuing to work with BT to develop a live interface 
between the Altair System used at Surrey and Agresso 
but the live interface is not yet fully operational. 

Services and the Pension Fund needs to be more 
robust and transparent. The Pensions and 
Treasury Service is leading on the review of the 
current processes and will put satisfactory 
arrangements in place before the end of the 
current financial year. 

The Council will commence a reconciliation of 
appropriate scheme member information 
between BT Managed Services and Surrey 
County Council before the end of the current 
financial year. 

 

By when: 

Reconciliation processes will be place by 31 
March 2017 with the majority of the casework to 
be cleared by 30 September 2017” 

 
  



Appendix B 

 
2016/17 Annual Governance Statement Action Plan  

 

Entry Responsible 
Officer 

Action Plan Progress To date 

BT Managed Services Contract Delivery 

The Managed Services Framework Agreement was 
procured by Westminster City Council in 2013 to 
provide transactional Human Resources, including 
payroll, finance services and a Shared Service help 
desk for the London Borough of Hammersmith and 
Fulham, the Royal Borough of Kensington and 
Chelsea and the City of Westminster Councils, each 
under their own contract. The programme overran its 
original delivery date of 1 April 2014 but commenced 
provision of a limited number of activities in April 
2015. Since this point BT have continued to deliver 
some staged improvements to their solution, however 
they are yet to deliver to the required contracted 
standard. It is therefore the focus to ensure that BT 
deliver an acceptable level of service to enable 
finance, HR and payroll to function effectively. 

Officers and members from the Council have held 
regular meetings with BT to review plans to improve 
performance, including making sure measures were 
taken to ensure internal controls operated. 

Work is on-going with BT to address the issues 
raised in this statement and additional resources are 
being applied by the Council to resolve the issues as 
soon as possible. 

Interim Director This progress report deals with the resolution 
of the challenges that have arisen with respect 
to the delivery of the Managed Services 
Programme since go-live on 1st April 2015.  The 
decision to go live with the system was taken 
in the knowledge that the SERCO contract with 
Westminster could not be extended and there 
was no resource available to update the H&F 
and RBKC systems such that they could be 
relied on after March 2015.  It was recognised 
that this was not an ideal position and it has 
given rise to significant problems.  A 
programme stabilisation plan has been created 
around the workstreams and the programme 
governance arrangements that existed before 
go live including risks and issues management 
and stage gate reviews.  Programme reporting 
and programme assurance have been 
strengthened.  A summary of the deliverables 
for each workstream is given below is given 
below.  
1. Finance – this workstream is tasked with 

ensuring that the all finance processes and 
core data are fully operational and stable 
(Purchase to Pay; Record to Report, Order to 
Cash, Fixed Assets, Income Manager, Access 
and Authorisations, Planning and 
Forecasting). 

2. Organisation structure – a corrected 
organisation structure supported by 

Subject to the exit plan for BT and implementation of an 
alternative system. 



Entry Responsible 
Officer 

Action Plan Progress To date 

appropriate online forms, standard operating 
procedures and establishment reporting. 

3. Human Resources – This workstream is 
tasked with the delivery of stable HR 
processes, the resolution of system 
configuration issues and enabling reporting 
and alerts. 

4. Payroll – Key deliverables for this workstream 
are stabilisation of pay impacting incidents, 
improving self-service accuracy, 
rationalisation of payroll codes, resolution of 
pension issues and 3rd party pension provider 
access, enabling effective reporting for both 
councils and schools, resolving payroll 
deductions and overpayments and complete 
payroll reconciliation. 

5. Organisation readiness – this workstream is 
responsible for the analysis of training needs, 
the delivery of training programmes, e-
learning and reference materials and 
supporting the transition of council personnel 
to self-sufficiency, including communication of 
progress to all staff. 

6. Schools and academies – delivering self-
service access to Agresso for key personnel 
in schools, providing accurate and stable 
payroll processes, ensuring effective 
management of starters and leavers and 
providing accurate and timely reports and 
management information. 

7. Service management and governance – 
this workstream is responsible for the 
management of the contract and  
implementation of all contractual service 
management deliverables, reporting and 
management information, oversight of the BT 



Entry Responsible 
Officer 

Action Plan Progress To date 

Shared Service Centre improvement and 
incident recovery plan and on-going quality 
assurance and performance monitoring as 
well as supporting the transition to business 
as usual and putting in place the Intelligent 
Client Function 

8. Solution and environment assurance – this 
workstream is focussed on ensuring effective 
environment, system and data control, 
confirmation that what has been delivered is 
what was specified, reconciliation and integrity 
assurance, improving system performance, 
documentation and  the  simplification of the 
access and authorisations model. 

9. Interfaces – is tasked with developing and 
implementing mechanisms to send and 
receive data files from source systems to 
target systems (so that key council service 
areas can exchange data with Agresso), 
including the creation of translation tables, 
transformation rules and secure transport 
protocols. 

 

 


