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Summary 

This report provides an update on internal audit activity since the last Committee report to 
the 28th November 2017 meeting. 
 
Work on the 2017-18 internal plan is progressing, To 14 February, 47% of the plan has been 
completed to a minimum of draft report stage. Fieldwork is on-going for the remaining 53% of 
the annual plan. Although the resources are available to deliver the Plan, as delivery is 
behind schedule, additional resources have been drafted in from our partners, Mazars, to 
assist with the review of audit fieldwork and reports in order to ensure that the Plan is 
completed on a timely basis.  The additional resources have been authorised by the 
Chamberlain. 
 
Recommendation 

 That this report is noted. 

Main Report 
 

Background 

1. This report sets out internal audit activity since the last report to Committee and the 
opinion of the Head of Audit and Risk Management in relation to the adequacy and 
effectiveness of the control environment. 

 
Current position 

 
2. Work on the internal audit plan 2017-18 is progressing, 47% of the plan has been 

completed to a minimum of draft report stage. Fieldwork is on-going for a further 53% of 
the annual plan; six audits have been completed to Final Report stage since the 
November 2017 meeting: Use of Waivers (Amber Assurance); Corporate Wide Review of 
Business Travel (Amber Assurance); Social Investment Fund (Green Assurance); 
Barbican Cash Handling (Amber Assurance); Guildhall School Sundial Court (Amber 
Assurance); and Tower Bridge and Monument Major Incident Plan (Green Assurance). A 
further 17 audits have been completed to Draft Report stage and the fieldwork for the 
remaining 31 further reviews is being progressed. Full details of plan progress for 2017-18 
are included within Appendix 1. 
 

3. While the progress on delivery of the audit plan is behind target at this stage, there are a 
number of audits which are currently under review, and fieldwork is underway on all 
remaining audits.  Resources are available to deliver the plan by year end, but in some 



 

 

cases quality review work may be completed in the first two weeks of April.  To assist with 
the review process and to improve the higher level of review work at year end by the 
management team, additional resources have been drafted in from our partners, Mazars, 
to help with the review of audit fieldwork and reports in order to ensure that the Plan is 
completed. 

 
Corporate-Wide Use of Waivers (Amber Assurance) 
 
4. Based on a review of the Procurement Code 2015 and subsequent sample testing, the 

audit confirmed that adequate controls are in place to ensure that waivers are 
appropriately authorised before they are processed. An opportunity was identified to 
revise current arrangements to ensure that Senior Management are fully consulted on 
waivers over £50k in value, as per established arrangements. 

 
5. On the basis of discussions with the Procurement Operations Manager and the 

Procurement Policy and Compliance Officer, together with review of waiver logs, forms 
and relevant committee reports, there is scope to enhance existing controls to ensure that 
only valid waivers are processed. Amber priority recommendations have been raised in 
relation to: 

 
• Addressing miscategorisation of waivers.  
• Identifying and managing waivers issued to make use of preferred suppliers or as a 

result of poor operational planning.  
• Recording waiver information.  

 
6. Whilst arrangements were confirmed as being in place to manage the use of retrospective 

waivers, amber priority recommendations have been made to strengthen internal control 
in relation to: 

 
• Providing management information to senior management and  

Members; 
• Where appropriate, taking disciplinary action against staff who repeatedly request 

approval of retrospective waivers. 
 

7. A total of seven amber rated recommendations were made as a result of this audit and 
the Chamberlain agreed to implement all of these recommendations by 31st May 2018. 

 
Corporate-Wide Audit of Business Travel (Amber Assurance) 
 
8. There is scope for improvement in relation to the Business Travel Scheme Policy for the 

City. Three amber recommendations have been raised regarding an update to the policy 
for accuracy and appropriateness, clear ownership of the policy and ensuring that only 
one version of the policy is in operation and available to staff.  
 

9. There is scope for control improvement in regard to the administration of business travel 
across City departments. Three amber recommendations have been raised regarding the 
following: business travel insurance, approval of business travel arrangements and 
supporting documentation for business travel purchases.  

 
10. There is scope for improvement in relation to the City achieving value for money in 

business travel arrangements. Two amber recommendations have been raised in relation 
to the corporate contract for taxi services and the completion of the corporate review of 
business travel to produce an options appraisal. 

 



 

 

11. A total of eight amber rated recommendations were made as a result of this audit and the 
Town Clerk agreed to implement all of these recommendations by 31st May 2018. 

 
Social Investment Fund (Green Assurance) 
 
12. This audit identified robust arrangements in place for the administration and governance 

of the Social Investment Fund. Clear criteria to assess suitability of investment proposals 
exist and Social Investment Board Terms of Reference, approved by the Court of 
Common Council, are included in the Members Handbook.  Adequate arrangements 
were noted in ensuring that members of the Social Investment Board (SIB) have the 
necessary skills and or support from relevant officers, analysts and advisers to fulfil their 
roles.  It was also noted that sufficient supporting information is made available to SIB 
Trustees to enable them to make decisions in respect of new investments.  
 

13. Arrangements in place in respect of the Investment Review Process are largely 
adequate.  There is a defined investment review process used to review investment 
proposals.  Testing established that all steps identified in the Investment Review Process 
have been followed through; however, meetings held at “pipeline” stage were not 
formally minuted.  It is considered that pipeline meetings should be minuted and 
decisions recorded and reported to SIB, to ensure greater transparency in the review 
process.  This issue was raised with the Principal Grants Officer and with the Head of 
Charity and Social Investment Finance during the course of the audit and has now been 
addressed.  Minutes of the October 2017 pipeline meeting and a copy of the December 
2017 portfolio report presented to the SIB were provided to Audit. 

 
14. Our audit established that a clear and effective process for communicating key 

performance information to Members is in place.  The “Traffic Light” rating approach was 
adopted in December 2013, to evaluate investments performance.  Testing of two current 
investments identified that application of the traffic light approach was used in both 
cases, predefined criteria was followed through and information reported was consistent 
with supporting evidence from Investees.  

 
15. Adequate controls for the overall Social Investment Fund (SIF) management and 

administration were identified. The Investment Committee provide oversight to the work 
of the Social Investment Board and the investments placed through the SIF.  The 
unallocated balance of the SIF is invested by the Corporation‟s Treasury Team, in the 
same manner and together with other Bridge House Estates‟ investments.  Investments 
of this element of the SIF are made in accordance with the City of London Investment 
Strategy and investment performance is monitored by the Financial Investment Board, 
which also report to the Investment Committee. 

 
16. Operational costs for the Social Investment Fund are met by City Bridge Trust and are 

assimilated by it.  This was approved by the Court of Common Council at the creation of 
the Social Investment Fund. 

 
17. No recommendations were made as a result of this audit. 

 
Barbican Centre Cash Handling 

 
18. On the basis of audit testing performed, arrangements in operation for the identification, 

collection, recording, banking, safe custody and security of processing of cash income 
received did not adequately mitigate the risk associated with cash handling. Areas of 
good practice were noted, including the design of some documented processes / 
procedures, although audit testing identified examples of inconsistent application and 



 

 

non-compliance.  Weaknesses were noted in respect of the Bars operation in particular, 
whereby cash-handling arrangements in practice appeared not to have been brought 
fully in line with other income areas. 
 

19. Amber priority recommendations were made in the following areas to strengthen the 
control environment and for Barbican management to obtain on-going assurance that 
agreed procedures are operating as intended: 
 

 Updating procedural guidance to reflect all cash operations (recommendation 1); 

 Promotion of agreed procedures and associated checking to confirm compliance 
(recommendation 2); 

 Introducing a register and sign-off arrangements for Bars income deposited in the 
Cash Counting Office (CCO) safe (recommendation 3), and 

 Enforcement of counter-signing in respect of income reconciliation forms 
(recommendation 4). 

 
20. Audit sample testing in respect of the administration of cash advances (e.g. in respect of 

Artists fees and per diems) determined compliance with agreed procedures for 
submission, checking and authorisation, disbursement, recording and reconciliation.  No 
recommendations were made in this area.  
 

21. Four amber priority and one green priority recommendation were made, and all were 
agreed by Barbican Management for implementation by 31st May 2018 at the latest. 

 
The Guildhall School – Sundial Court Project Governance (Amber Assurance) 

 
22. The Sundial Court lease renewal was successfully actioned, enabling removal of the red 

rated risk „GSMD EFI 001‟ from the School‟s risk register in July 2017.  Audit testing did 
not identify, however, an approved strategy for addressing long-term accommodation 
needs (Recommendation 1) or a full options appraisal to support the decision to renew 
the lease. It was noted that the Board requested in May 2016 that such a strategy be 
developed and whilst a draft was prepared, this was not presented to Committee or 
formerly adopted.  
 

23. On the basis of audit testing performed, determination of accommodation needs and 
delivery of the preferred option was not treated as a formal project with confirmation of 
scope, objectives, key tasks and deliverables, timeline and milestones, defined roles and 
responsibilities, budgeting and costing information.   

 
24. Examination of Committee documents determined that the necessary approvals were 

obtained for Sundial Court lease renewal but timescales did not allow for full 
consideration of options: the Board requested in September 2016 that quotes be sought 
from consultants to search for alternative accommodation and this was not progressed to 
completion prior to the agreement for lease renewal being obtained from the Finance 
Committee and Court of Common Council in December 2016 and January 2017 
respectively. The City Surveyor‟s Department advised Internal Audit that negotiations 
with the Landlord had progressed at that point to where the Landlord only required a 
marginal (10%) increase in the terms of the option to renew, therefore costing alternative 
accommodation options was no longer required.  

 
25. Robust scrutiny and challenge of the risk management arrangements in relation to the 

lease renewal was confirmed by reference to the minutes of the School‟s Audit and Risk 
Management Committee (A&RMC).  Audit testing determined that on one occasion a risk 
management action update reflected in the School‟s risk register was inaccurate and on 



 

 

a separate occasion updates were not made on a timely basis; both anomalies were 
picked up by the School‟s A&RMC although a recommendation has been made for the 
School‟s risk owners to ensure that risk mitigation actions are captured appropriately on 
Covalent (Recommendation 2). In addition, the financial implication of the lease renewal 
transaction - Stamp Duty Land Tax of £103k - was not identified prior to approval 
(Recommendation 3). 

 
26. Three Amber rated recommendations were made as a result of this audit and the 

Principal agreed to implement all three recommendations by July 2018. 

 
Open Spaces – Tower Bridge and Monument Major Incident Plan (Green Assurance) 
 
27. The Civil Contingencies Act details seven civil protection duties, central to which is 

Emergency Planning. Local Authorities (known as Category 1 responders) are required 
to maintain plans for managing emergencies (major incidents).  Internal Audit testing in 
respect of both Tower Bridge and the Monument confirmed that there is a strategy in 
operation to manage major incidents, supported by documented emergency plans 
covering a range of scenarios, and associated procedures. Plans cover the scenarios 
considered most likely by local management: fire, bomb and incidents which require 
lockdown of the site. Responsibilities for central management of emergency procedures 
for both sites have been allocated to the Tower Bridge Operations Team.   
 

28. The Civil Contingencies Act advises that emergency drills and exercises should be 
performed regularly to test the adequacy of the major incident plan arrangements.  Audit 
testing confirmed that a forward schedule of tests is maintained and that regular drills are 
undertaken by the operations staff to test out arrangements in respect of planned 
scenarios. A record is maintained in respect of test outcomes / safety checks, but audit 
examination established that not all key details were captured. An amber priority 
recommendation has been made to address this and to consider adding a target date for 
completion of actions (Recommendation 1). 

 
29. The Operations Manager advised that bomb and fire evacuation drills are not performed 

as these are impractical due to the building structure.  Some compensatory control was 
confirmed to be in operation. It was established by examination of the Monument 
Procedures Manual that visitors to the Monument are not permitted to take large bags up 
the stairs and these are searched and stored at the main entry point. All other types of 
small bags are randomly checked by staff which has already been agreed as appropriate 
and effective by the City Police Counter Terrorism Security Advisors (CTSA). This is 
reviewed as part of our Protective Security Improvement Activity risk assessment 
undertaken in conjunction with the CTSA as well as reviewed if the threat level is raised: 
we do not take these decisions upon ourselves but respond to the advice of our CTSA, 
which is proportionate to the risk and based on the profile of the Monument within the 
Capital‟s counter terrorism landscape. 

 
30. Audit testing determined that training relevant to incident management was available to 

staff in 2017, including; security awareness training, City Police training and Fire Marshall 
training.   

 
31. One Amber rated recommendation was made as a result of this audit and the Director of 

Open Spaces agreed to implement this recommendation by 28th February 2018. 

 
 
 
 



 

 

Conclusion 
 

32. Internal Audit‟s opinion of the City‟s overall internal control environment is that it 
remains adequate and effective although some areas of the financial and 
operational framework do require strengthening by management. 

 
Appendices 
Appendix 1 Internal Audit Plan Schedule of Projects 2017-18 
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