
Report to Audit and Governance Committee 6th October 2017 on actions 
taken in relation to key recommendations made in the audit report 
relating to the audit of Retrospective Orders

Lead Officers: Paul Blacker, Head of Financial Management and Ian 
Mawdsley, Head of Commercial

Presenting Officers: Paul Blacker, Head of Financial Management and 
Andy Hammerton, Finance Manager (Lead for SAP, Standards, FOI and 
Support Services)

Ian Mawdsley, Head of Commercial will also be present at Audit and 
Governance Committee to answer Member queries

Summary of Audit Area 

Retrospective purchase orders are orders that are produced within SAP (the 
Council’s Financial Management System) after the delivery of goods or 
services to which they relate. They were introduced to allow SAP 
procurement processes to be demonstrated for those activities where 
advance notification of supply and cost was not possible, such as emergency 
repairs. 

The Council’s Financial Regulations and Accounting Instruction 1 require that 
all orders should be placed in advance of receipt of the relevant good/service, 
unless the expenditure type is stated within the agreed exception list or the 
expenditure is part of a recurring contract or purchased through petty cash or 
via a purchase card.

Audit of the area was requested by Strategic Finance for assurance over the 
approved policy approach and the use of retrospective orders at the Council.  

Summary Terms of Reference of the Audit

The objectives of the audit were to:

 Determine which service areas are using retrospective orders and 
establish the reasons for this; and

 Ensure that retrospective orders are only being used for items that 
require them and to make recommendations for change where non-
compliance is identified.



Risks

Inappropriate use of retrospective orders increases the risk to the Council of 
duplicate/fraudulent orders and payments, disputes and legal 
consequences, ineffective budget management and the non-achievement of 
Value for Money.

Key Findings

From the SAP download provided by Strategic Finance, Internal Audit 
identified:

 During the period 1st April 2016 to 31st October 2016, 5,316 
retrospective orders were raised by GCC with a total value of 
£21,808,840;

 Children and Families (2,297), Support Services (1,048), Adults (748) 
and Communities and Infrastructure (727) created the highest amount 
of retrospective orders across GCC within the audited period, having 
a total value of £13,905,191 and accounting for 63.76% of completed 
retrospective order value; and

 Retrospective commitments, Goods Received and Invoice Received, 
both Capital and Revenue, accounted for £2,499,262, £952,542 and 
£45,468 respectively from 1st April 2016 to 31st October 2016. These 
included orders placed before the 1st April 2016 that were still active. 
Adults, Children and Families, Communities and Infrastructure, and 
Support Services were the highest services areas creating these.

Internal Audit randomly selected 100 retrospective orders from 10 Budget 
Holders across Children and Families, Support Services, Adults and 
Communities and Infrastructure for audit testing. The results found that 8 out 
of 100 (8%) sampled retrospective orders were compliant with the Council’s 
Financial Regulations and accounting guidance.

92% of the audit sample was found to be non compliant.

The main reasons given by Budget Holders (during audit testing) for creating 
retrospective orders were:

 Budget Holders were unsure of the exact quantities and prices of 
goods and services, and therefore used retrospective orders instead 
of limit carts (21 cases); 

 Perceived budget management issues with limit carts (20 cases); and
 Budget Holders being unsure of the correct business practices 

concerning procurement (17 cases).

Audit testing found that Budget Holders were not always aware of the non-
compliance of a retrospective order and therefore saw them as a suitable 
procurement method. 



Discussion with both Strategic Finance and Commercial Service identified:

 The expectation is that Budget Holders are responsible for complying 
with Financial Regulations and Accounting Instructions; and

 Centralised regular monitoring of retrospective orders (including 
appropriate actions) does not take place.

The Internal Audit report raised two High Priority recommendations for 
management action:

 Management should review the internal audit retrospective order 
sample testing results of 92% non compliance and consider whether 
process change and/or additional training is required regarding 
retrospective purchase orders. This should include (but not be 
exclusive to) consideration of additional refresher training to re-
engage Budget Holders; the re-introduction of regular central 
monitoring of retrospective orders; update and re-communication of 
the relevant financial instructions/procedures; and other relevant 
Council project findings and outcomes (e.g. the Procurement to Pay 
(P2P Programme); and

 Accounting Instruction 1 should be updated to ensure appropriate up 
to date content, published on Staffnet and communicated to relevant 
staff. The communication should emphasise officer/Budget Holder 
responsibilities regarding compliance and the risks to the Council of 
non compliance with the Accounting Instruction. 

It is vital that Budget Holders are re-engaged to ensure awareness of the 
Council requirements and understanding of the risks associated with using 
retrospective orders, which impact not only at service level but the Council 
as a whole. Further controls should also be considered to ensure that proper 
business practices are enforced and encouraged. 



Action taken as at the end of September 2017 and/or proposed

This Audit report was commissioned by Andy Hammerton in Strategic 
Finance as a result of long standing concerns about the frequency and 
volume of retrospective Purchase Orders which are deemed to:

 Avoid procurement compliance
 By-pass required authorisations
 Leave the Council exposed to unfavourable terms (i.e. the suppliers’ 

standard terms and opposed to the Council’s terms)
 Not support sound financial management related to supplier 

expenditure

The Audit Report illustrates that non-compliance takes place across all parts 
of the Council. 

Historically the issue has been addressed by budget manager training and 
reporting of non-compliance. The level of non-compliance and the reasons 
given for non-compliance in the Audit Report indicates that this training 
needs to continue as the majority of reasons stated for not using 
retrospective purchase orders are based on a misunderstanding of the 
process.

The audit was commissioned at this time because the Council is currently 
undertaking a review of the whole procure to pay (P2P) process. Getting a 
robust view of our current process and Purchase Order compliance across 
the Council is part of getting a comprehensive view of where we are 
currently and the areas where we need to make improvements. The whole 
P2P programme is a significant piece of work that requires fundamental 
operational and cultural changes with the ultimate long term objective of 
introducing a “No Purchase Order, No Payment” policy. 

In the shorter term and in response to this audit report the following actions 
have or will be taken:

 Revise Accounting Instruction No.1 and issue appropriate 
communications highlighting the need to adhere to the requirements. 

 A proposal for the expansion of the use of Purchasing Cards (part of 
the P2P programme of work) – subject to the agreement of 
appropriate controls.

 Continued to promote procurement compliance in all budget/financial 
management training. The training will cover the “how to processes” 
re raising an order and goods receipting, but will be expanded to 
“why” we do things this way and will reiterate how inappropriate use 
of procurement processes can impact budget management and 
forecasting routines.  

 Reintroduced the retrospective purchase order report that highlights 
non compliance to senior managers and directors. 

 Ensure the P2P business transformation activities result in changes 
to processes and systems such that the inappropriate use of 
retrospective purchase ordering is all but eliminated in the future.



We also need to introduce consequences for non compliance and to do this 
will require support from the highest levels within the organisation. In order 
to secure this support we are also planning a session to explain the issues 
associated with the use of retrospective orders to senior managers. 


