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Executive Summary –  

 

Key messages 

Our review has concluded that overall the 
financial controls around capital spend 
require greater focus, in particular to 
improve the transparency of the finances 
of each scheme and to mitigate the risk of 
overspend. As there only limited controls 
within the financial system to prevent 
overspend on a capital scheme, LCC is 
reliant on monitoring controls such as the 
monitoring and reporting of capital spend. 
However significant issues were identified 
around the effectiveness of the reporting 

and resultant difficulty in the identification 
of overspend and scrutiny and challenge 
of the finances of each scheme. One of 
the three schemes reviewed was in an 
overspend position. 

 

Key improvement areas identified include: 

 

- Capital reporting requires significant  

        improvement in order to provide a  

        clear representation of a scheme’s  

        finances and enable Project teams to 

        make informed decisions around  

        their spend; 

 

- Higher risk capital schemes should  

        be reported separately within the  

        corporate reporting to enable 

        adequate scrutiny and challenge,  

        particularly by Members. 

 

- Financial Procedures around  

        overspend should be reviewed and  

        formalised to ensure greater  

        transparency and challenge of  

        overspend. 

- Finance oversight over schemes could  

        be enhanced through attendance at the 

         Project Boards of the higher risk  

         schemes 

 

- Formal Finance training around capital  

        budgets should be provided to Scheme  

        Managers, given that they are  

         responsible for monitoring the spend  

         against their schemes; 

 

- Capital Target Change processes  

        require  greater focus to enhance the  

        clarity, effectiveness and consistency of  

        their authorisation; and 

 

- Greater transparency is required around 

         the utilisation of external capital  

         funding. 

  

 

Areas of good practice 

We found the following areas of good practice 

during our review: 

 

• The Capital Programme is approved 

annually by the Council to ensure it reflects 

their priorities; 

• Each scheme reviewed was appropriately 

approved and had clearly stated benefits; 
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•  Each scheme reviewed was 
appropriately approved and had 
clearly stated benefits; 

• Segregation of duties exists between 
raising and approving capital related 
purchase orders; 

• Capital spend is approved in 
accordance with authorised limits 
embedded in Agresso; 

• Risk registers and lessons learned 
logs were maintained for each 
capital scheme reviewed; 

• The phasing of capital spend is 
reviewed annually to ensure capital 
budgets are aligned to current 
spending plans 

• We would like to thank all of the staff 
involved in the audit for their help in 
undertaking the review..   
 

 

Management 
response 

 
Financial Strategy welcomes this report 

on capital management which highlights a 

number of areas that require 

improvement, it has enabled existing 

capital programme management 

improvement plans to be updated and 

amended to incorporate 

recommendations made. 

 

The report highlights a number of 

important points, these include the 

formalisation of the reporting 

mechanism of large capital projects from 

inception to completion. This is important 

to ensure all 

officers involved have clarity of what is 

expected of them, members are aware of 

project progress and financial standing 

with corrective action being taken more 

effectively, if required. 

However, this does not mean, that there is 

a current lack of awareness. Key 

members such as the Leader of the 

Council and Executive Councillors are 

kept informed on the progress of capital 

projects and overspend positions, if that is 

the case. They take appropriate decisions 

on that information and agree how 

overspends will be funded. Capital project 

information is available, however, the 

processes used to share this need to be 

made more open and robust to ensure 

more effective monitoring and 

management. It is a similar case for 

underspendings. 

 

It is unfortunate that in this case the 

limitations of having only a small number 

of opinion levels and the terminology 

attached to those levels, gives a slightly 

misleading view with a designation of 

limited assurance, capital management is 

better than that, however, it is agreed and 

understood that improvements are 

required to ensure the procedures and 

processes we operate under and within 

are made to ensure key decisions 

affecting large financial sums, including 

under/overspends, are taken at the most 

appropriate levels with the correct 

information being made available. 

 

We continue to work with all service areas 

to ensure they comply with the 

governance processes surrounding the 

capital programme. 
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1. Capital projects encounter significant overspend HIGH 

RECOMMENDATIONS  
 
Capital Reporting Project to deliver Agresso reporting on the 

cumulative financial position of each scheme to ensure 

that Project teams, senior management and Members receive 

complete, meaningful and consistent financial information. Feedback 

should be collated from the end users such as the Scheme Managers 

to identify reporting requirements 
  

DATE 

 

31.12.18

  
 

2.  Capital projects encounter significant overspend HIGH 

RECOMMENDATIONS  
 
Once reporting is in place (see issue 1), higher risk individual capital 

schemes, for example those in an overspend 

position, with a significant change in scope or those that will deliver 

late, should be reported separately within the 

quarterly Capital Budget Monitoring reports for scrutiny purposes. 

DATE 

 

31.12.18 

3. Capital projects encounter significant overspend HIGH 

RECOMMENDATIONS  
 
1. Consideration should be given to developing a separate Financial  

      Procedure for the Capital Programme to elevate the importance of  

      sound capital financial management. These could include areas  

      such as the capital approval process, capital monitoring, virements, 

      capital financing, capital receipts and the roles and responsibilities  

      of the Project teams and Finance. 

 

2. To consider the governance and risk implications of schemes  

       incurring significant overspend without challenge and approval of  

       the Executive Board. 

 

3. To formalise and tighten the procedure for the reporting of  

      overspend, for example, the procedure should stipulate the means  

       and timescales for informing the Executive Councillor of the  

      overspend 
 

DATE 

 

31.12.18 
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4.  Capital Programme spend is inappropriate or inaccurately 

reported. 

MEDIUM 

RECOMMENDATION 

 

There should be  Finance representation on the Project Boards of high 

risk ,high spend capital schemes. 

DATE 

 

immediate 

5. Capital projects encounter significant overspend MEDIUM 

RECOMMENDATION 

 

All Scheme Managers responsible for monitoring spend against their 

schemes should be provided with Finance training on capital spend 

DATE 

 

1.04.18 

6.  Capital Programme spend is inappropriate or inaccurately 

reported. 

MEDIUM 

1.  The procedures for processing Target Change forms should be 

documented. These should include the following: 

- Clear guidance as to who should be approving specific types of target 

change and the requirement for the approvals to be provided directly 

from the approvers and 

- The requirement for supporting evidence of the approvals to be 

checked and retained by the Financial Strategy team prior to 

processing. 

 

2. The Finance Service teams should be notified that Target Changes 

forms will only be processed upon receipt of evidence of their approval, 

which should be submitted either within or together with the Target 

Changes forms (with a reference to this in the Target Change form). 

 

3. Consideration should be given to introducing a check box to the 

Target Charges form to evidence that the check for appropriate approval 

has been undertaken by the Financial Strategy team prior to processing 

the change. 

DATE 

 

30.09.18 
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7.  Capital Programme spend is inappropriate or inaccurately 

reported. 

MEDIUM 

1. Formal records should be kept to support decisions made around 

the use of external funding on capital schemes and Budget Holders 

should be informed of the receipt of such funding on a timely basis. 

 

2. Financial Procedures around the Capital Programme should 

incorporate the use of grant funding within individual schemes. 

DATE 

 

31.12.18 
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