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Executive Summary

OVERALL ASSURANCE ASSESSMENT OVERALL CONCLUSION

 Historically, the Council has failed to adequately address the risk that its 
provision of financial assistance may be determined to be illegal State Aid. With 
the appointment of the Solicitor to the Council in late 2016, positive action is now 
being taken to address the risks around the provision of State Aid.

 There is a need to ensure that relevant Officers are sufficiently trained to 
recognise potentially illegal State Aid and to report concerns centrally.

 The Risk Register should be updated to include an assessment of the ongoing 
State Aid risk and an overarching policy should be developed to enable State 
Aid to be identified.

RATIONALE AND SCOPE ACTION POINTS

The importance of ensuring that the awarding of grants aligns with council priorities, 
are supported by a robust business case and do not breach any rules on state aid as 
illustrated by recent events involving Bolton Metropolitan Borough Council. The review 
considered the process for authorising and awarding grants, including the gate-
keeping processes that ensure the awarding of grants does not breach any rules. The 
review does not consider grants and other financial support made to private 
individuals, nor does it consider financial support not provided as a grant, for example 
leases at below market value.

Urgent Important Routine Operational

0 4 0 0
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PRIORITY GRADINGS

1 URGENT Fundamental control issue on which 
action should be taken immediately. 2 IMPORTANT Control issue on which action should 

be taken at the earliest opportunity. 3 ROUTINE Control issue on which action should be 
taken.
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Management Action Plan - Priority 1, 2 and 3 Recommendations

Rec. Risk Area Finding Recommendation Priority Management
Comments

Implementation
Timetable

(dd/mm/yy)

Responsible
Officer

(Job Title)

1 Directed It is important that recent knowledge 
gained relating to State Aid, from all 
reliable sources, be used to review the 
future provision of financial aid across 
the Council as a whole.

An overall review of the provision of 
financial aid be conducted that 
adequately addresses the risks 
relating to State Aid. 

2 A review of Community Grants is 
currently being carried out by the 
Performance and Organisational 
Development Team.  This review 
will include risks around State Aid.  
Other grants not covered by this 
review (excluding Disabled Facilities 
Grants) will be reviewed separately 
to ensure the risks are addressed 
consistently. This is to be completed 
in time to include all new grants 
relating to 2019/20 financial year 
onwards. 

31/12/2018 Assistant 
Director 
(Resources)

2 Directed Procedures exist that detail the day to 
day running of the award process. 
However, there is no policy covering the 
awarding of grants or other financial 
assistance to economic activities and 
the related State Aid implications.

An overarching policy on the 
provision of financial aid be 
approved which addresses any 
potential provision of State Aid.

2 Following completion of the review 
recommended at point 1 above, an 
overarching policy can be prepared 
which will set out the broad 
principles to be taken into account 
when entering into grant 
arrangements with an economic 
activity. This will be completed 

31/03/2019 Solicitor to 
the Council
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Rec. Risk Area Finding Recommendation Priority Management
Comments

Implementation
Timetable

(dd/mm/yy)

Responsible
Officer

(Job Title)

within 3 months of completion of 
recommendation 1.

3 Operational There is no mention of the risk of illegal 
State Aid in the Risk Register.

The Risk Register be updated to 
include an assessment of the risk 
that illegal State Aid has been or is 
still being provided.

2 The Risk Register has now been 
updated.

Completed Solicitor to 
the 
Council/Perfo
rmance & 
Risk Officer

4 Reputational From discussions with the Solicitor to 
the Council, training has been 
considered with the aim of making 
Officers aware of State Aid rules. This 
has yet to be formalised. Due to the 
potential severity of risks involved, it 
remains a pressing need that the 
Council deliver this training to relevant 
Officers such that they become aware 
of State Aid implications and are 
confident of reporting concerns to a 
central individual or team.

Training be delivered to relevant 
Officers such that State Aid rules 
and related risks be sufficiently 
understood and that concerns be 
reported to a central Council Officer 
or team.

2 It is considered that training should 
be offered to Members as well as 
officers given the potential 
implications of providing unlawful 
State Aid.  Given the complexities 
surrounding State Aid, steps have 
been taken to seek an external 
training provider.

31/12/2018 Solicitor to 
the Council



South Lakeland District Council

Review of Awarding of Grants Arrangements 2017/18

ADVISORY NOTE

Operational Effectiveness Matters need to be considered as part of management review of procedures, rather than on a one-by-one basis
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Operational Effectiveness Matters

Ref Risk Area Item Management
Comments

No Operational Effectiveness Matters were identified.
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Detailed Findings

INTRODUCTION

1. This review was carried out as part of the planned internal audit work for 2017/18. Based on the work carried out an overall assessment of the overall adequacy of 
the arrangements to mitigate the key control risk areas is provided in the Executive Summary.

BACKGROUND

2. Aid given by EU Member States to economic undertakings is generally prohibited. Certain exemptions are available, but the risk of providing aid that potentially could 
be illegal must be carefully considered. The core State Aid rules began with the 1957 Treaty of Rome. The legality or otherwise of State Aid is now governed primarily 
by the 2007 Treaty on the Functioning of the European Union. The legal remedy is generally the repayment of the illegal aid, with potentially disastrous consequences 
for the original recipient.

MATERIALITY

3. The Council annually provides several hundreds of thousands of pounds in financial aid to organisations engaged in economic activity. Predominantly this is through 
the awarding of grants but could also include, for example, any lease entered into whereby the consideration received is below market value. Therefore there is a 
need to ensure that such aid is legal under the State Aid rules. The provision of illegal State Aid could have severe financial consequences for the recipient, who 
may be required to repay the full amount of such aid.

KEY FINDINGS & ACTION POINTS

4. The key control and operational practice findings that need to be addressed in order to strengthen the control environment are set out in the Management and 
Operational Effectiveness Action Plans. Recommendations for improvements should be assessed for their full impact before they are implemented.

SCOPE AND LIMITATIONS OF THE REVIEW

5. The importance of ensuring that the awarding of grants aligns with council priorities, are supported by a robust business case and do not breach any rules on state 
aid as illustrated by recent events involving Bolton Metropolitan Borough Council. The review considered the process for authorising and awarding grants, including 
the gate-keeping processes that ensure the awarding of grants does not breach any rules. The review does consider grants and other financial support made to 
private individuals, nor does it consider financial support not provided as a grant, for example leases at below market value.

6. The definition of the type of review, the limitations and the responsibilities of management in regard to this review are set out in the Annual Plan.
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DISCLAIMER

7. The matters raised in this report are only those that came to the attention of the auditor during the course of the internal audit review and are not necessarily a 
comprehensive statement of all the weaknesses that exist or all the improvements that might be made. This report has been prepared solely for management's use 
and must not be recited or referred to in whole or in part to third parties without our prior written consent. No responsibility to any third party is accepted as the report 
has not been prepared, and is not intended, for any other purpose. TIAA neither owes nor accepts any duty of care to any other party who may receive this report 
and specifically disclaims any liability for loss, damage or expense of whatsoever nature, which is caused by their reliance on our report.

RISK AREA ASSURANCE ASSESSMENTS

8. The definitions of the assurance assessments are:

Substantial Assurance There is a robust system of internal controls operating effectively to ensure that risks are managed and process objectives achieved.

Reasonable Assurance The system of internal controls is generally adequate and operating effectively but some improvements are required to ensure that risks are managed 
and process objectives achieved. 

Limited Assurance The system of internal controls is generally inadequate or not operating effectively and significant improvements are required to ensure that risks are 
managed and process objectives achieved. 

No Assurance There is a fundamental breakdown or absence of core internal controls requiring immediate action.

AUDIT CONTACTS

9. For any queries or to discuss the content of this report, please contact either of the following:

Lead Auditor: Ian Goodwin
ian.goodwin@tiaa.co.uk
07867 526292

Head of Internal Audit: Peter Harrison
peter.harrison@tiaa.co.uk
07970 376542

AUDIT REPORT DISTRIBUTION

mailto:ian.goodwin@tiaa.co.uk
mailto:peter.harrison@tiaa.co.uk
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10. We would like to thank staff for their co-operation and assistance during the course of our work.

For Action: Anthea Lowe, Solicitor to the Council

For Information: Shelagh McGregor, Assistant Director Resources (Section 151 Officer)
Helen Smith, Financial Services Manager

RELEASE OF REPORT

11. The table below sets out the history of this report.

Date draft report issued: 5th July 2018

Date management responses received: 10th July 2018

Date final report issued: 10th July 2018


