
Report to the Audit and Governance Committee 24th June 2016 on the 
actions taken in relation to key recommendations made in the audit 
report relating to the audit of Capital – Virements and Delegated Powers

Lead Officer: Paul Blacker – Head of Financial Management

Summary of Audit Area 

The Council’s approved Capital Programme (period 2015/16 to 2017/18) is £459m. 
Once this programme was approved, Cabinet, Cabinet Members or appropriate 
Officers under delegated powers become responsible for taking in-year decisions on 
resources and priorities and can therefore approve virements between schemes 
providing the decision is not contrary to the budget. In this context, contrary to the 
budget, may be through:

 Initiating a new policy;

 Committing capital expenditure in the current or future years to a level above 
the approved budget levels;

 Transferring resources from revenue to capital budgets, except via a 
revenue contribution to capital outlay (RCCO); and

 Entering into a capital commitment if it involves a material change to the 
nature of the project as set out in the agreed project appraisal.

Summary Terms of Reference of the Audit

Financial Regulations and Accounting Instruction No.19 details the framework for 
capital expenditure when preparing the capital programme, monitoring of capital 
spend and capital delegated processes. This audit reviewed the level of compliance 
with this Instruction to ensure that Capital Virements have been documented, 
actioned correctly and approved by officers under delegated powers.

Risks

 Lack of control / clarity.

 Decisions are taken by officers without the delegated powers / not aligned to 
the Constitution.

 Officers may inadvertently exceed their powers under the scheme of 
delegation.

 Damage to reputation.



Key Findings

 In February 2015, approval was given by Council to the Capital Programme set 
out in the Medium Term Financial Strategy and delegated authority to the 
Director: Strategic Finance, to vary allocations between individual schemes in 
consultation with the Deputy Leader and Cabinet Member for Finance and 
Change.  In practice, in-year virements are approved by a number of officers 
across the Council.

 Strategic Finance has endeavoured to strengthen the control framework for the 
management of the Council’s approved Capital Programme. This includes 
reporting significant changes to Cabinet as a section of the Financial Monitoring 
reports and a refresh of Accounting Instruction No.19 to provide further guidance 
to officers.

 The vast majority of capital virements made in 2015/16 relate to the allocations for 
(1) Communities and Infrastructure and (2) Children’s and Families. In-year 
changes are approved during the respective Capital Programme / Capital Control 
meetings and are recorded in the minutes of these meetings. Copies of the 
minutes are held by Strategic Finance as a record to support the changes made. 
This is in accordance with Accounting Instruction No. 19. 

 In other service areas i.e. Adults / AMPS, we found that virements have been 
requested through email to Strategic Finance. However, the use of email (on its 
own) is not in accordance with the guidance published in Accounting Instruction 
No.19, which advises officers to complete and submit a Capital Virement form. 

Conclusion

The framework for the management of the capital programme is developing to meet the 
challenges of a changing organisation e.g. an expanding role of the Property Board which 
is chaired by the Director: Strategic Finance.

In April 2015, the revised guidance to officers was published in Accounting Instruction 
No.19 which incorporates the requirements for the approval of virements and how these 
should be documented.  However, the use of email as a method to instruct virements has 
not been subject to challenge by Strategic Finance despite this being outside of the 
published guidance. 

Although it has become accepted practice that various officers across the Council will 
approve capital virements, the formal authorisation from the Director: Strategic Finance / 
Service Directors has not been obtained and documented as expected under the 
Scheme of Delegation.  The absence of a formal scheme of delegation for the Capital 
budget is considered a significant governance and control weakness that needs to be 
addressed to provide clarity to officers on the limits of their delegated powers in this area.



Action taken as at the end of May 2016 or proposed

A formal Scheme of Delegation for approving capital virements was agreed and adopted 
on 6th June 2016, a copy of which has been given to the Monitoring Officer.  Individual 
officers have been made aware of their delegated powers. 

Accounting Instruction No.19 will be updated to reflect the Scheme of Delegation and a 
revised version of the instruction will be published on Staffnet during June 2016.  A “news 
bulletin message” will be used on Staffnet to highlight the revised Accounting Instruction 
to ensure all staff are made aware of the update.   

 


