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Report to Audit Committee   
 
Report of Stuart Reid, Director of Business and Resources (Section 151 
Officer) 
 
Subject: Review of Control Environment and Risk Management Framework – 
Corporate Credit Card Usage 
 
Date: 15th March 2024 
 
 
 
Wards affected: All 
 
Council ambitions: No direct impact on ambitions. However, robust and effective 
financial management underpins delivery of all ambitions and directly contributes 
towards the resources and governance themes within the ‘Our Council’ change 
programme. 
 
Does the report and any appendices contain information which has been 
identified as confidential or exempt?  

 No, this report does not contain information identified as confidential or 
exempt. 
 
For Executive Decisions only: N/A 
 
Relevant Scrutiny Chair: N/A 
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Purpose of Report 
 
1.1 To appraise audit committee members of findings into a review of the control 

environment and risk management framework in respect of historic credit card 
usage by a former senior elected member of the Council so that they may 
appropriately consider the effectiveness of governance, risk management and 
control matters.   

 
Background  

 
2.1 The Council is required by law to ensure that it has effective internal control and 

risk management arrangements. It is responsible for ensuring that its business 
is conducted in accordance with the law following proper standards expected of 
all public services and officers and that public money is safeguarded. The 
standards expected will include honesty, accountability, accuracy, integrity, 
transparency, amongst others. All should be carried out in the spirit of, as well 
as to the letter of the law, in the public interest, to high ethical standards and 
achieving value for money.  
 

2.2 In meeting these requirements, the three statutory officers – Chief Executive, 
Section 151 officer (Chief Financial Officer) and Monitoring Officer also hold a 
range of statutory and professional responsibilities including ensuring the good 
governance of the Council and securing the proper stewardship of Council 
responsibilities in managing the financial affairs of the Council. High standards 
of governance must be observed in discharging these duties and 
responsibilities.   

 
2.3 The events set out in this report are now several years old. Northumbria Police 

has been investigating specific concerns of a financial nature raised by South 
Tyneside Council back in 2020. The Council supported this investigation 
throughout. Northumbria Police very recently advised the Council that they had 
received correspondence from the Crown Prosecution Service indicating the 
position that there is insufficient evidence to proceed with criminal proceedings 
against any party. The criminal investigation has therefore been concluded. 
Police instruction has prevented earlier reporting to the Audit Committee, but 
the matter can now proceed.  

 
Corporate Credit Card  
 
3.1 In early 2020 due to a range of information coming to light and following some 

specific enquiries, the then three statutory officers of the Council became 
concerned about the governance in respect of usage of a corporate credit card 
by the Council leader at the time, Iain Malcolm.  
 

3.2 Whilst the credit card was being applied for appropriate business purposes, it 
was also discovered that an unofficial system of card usage for personal 
purposes with ad-hoc re-imbursement to the Council had also been in existence 
for many years. Following closer assessment, it was suggested to Mr Malcolm 
that there appeared to be a shortfall in personal spend incurred using the 
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corporate credit card which had not been re-imbursed thereby costs relating to 
personal spend being incurred by the Council. Mr Malcolm disputed that there 
was any shortfall but failed to provide suitable evidence of payment.  

 
3.3 Consequently, the three statutory officers requested that the Internal Audit 

function formally review the expenditure incurred by Mr Malcolm using his 
corporate credit card from April 2016. The consequential Internal Audit report 
dated 11th March 2020 is attached as Appendix A along with supporting 
documentation.  

 
3.4 The main findings of the Internal Audit report are: 

 
i) The corporate credit card has been used by Mr Malcolm mainly for personal 

purposes and recorded as such 
 

ii) Reimbursement back to the Council of personal spend was not made by Mr 
Malcolm on a timely basis 

 
iii) Despite significant efforts and enquiries to identify all reimbursements which 

were purportedly made, there was a gap of almost £11,000 between the 
amounts declared as personal spend and reimbursements received for the 
period back to April 2016  

 
3.5 At the same time due to the gravity of the situation and the potential abuse or 

neglect of the power or responsibilities of public office the police were also 
contacted. The police determined that the circumstances merited them 
conducting a formal investigation and council statutory officers were advised 
not to disclose the matter to any other party or individual within the Council nor 
take any action which would raise any alerts. The Council’s external auditors 
(Ernst and Young) were briefed verbally.   
 

3.6 In April 2020, the Internal Audit function was requested by the three statutory 
officers to review credit card activity and re-imbursement back to April 2011 
which was the earliest date from which credit card records could be obtained. 
This confirmed a similar pattern of activity with substantial levels of personal 
spend. A further shortfall of around £6,000 between declared personal spend 
and re-imbursement was identified. The Internal Audit report of 14th April 2020 
is attached as Appendix B.     

 
3.7 Further analysis of credit card activity also identified some elements of what 

were clearly personal spend such as clothing and restaurant bills. In these 
instances, internal documentation to support these transactions as business 
related were absent. The likely personal spend which had not been re-imbursed 
following this analysis amounted to over £2,000.  

 
3.8 For completeness the credit card statements dating from when the documents 

are still available (April 2012 to December 2019) are attached as Appendix C. A 
complaint concerning a Freedom of Information request for the itemised 
statements of Mr. Malcolm’s credit card was escalated to the Information 
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Commissioner’s Office (ICO). The ICO confirmed that it was under pressure to 
make a decision notice instructing the Council to release the Statements.  The 
Council argued that the information requested was exempt information by virtue 
of Section 31(1)(a) as its disclosure would, or would be likely to, prejudice the 
prevention or detection of crime by a Police Authority.  As the police 
investigation has concluded, the exemption in no longer valid. The Information 
Commissioner’s office has determined that this information is publicly 
disclosable. The statements prior to that dates are not available and 
subsequent to that date no transactions were incurred using the credit card. 
There is the occasional month during the 2012 – 2019 period when no 
expenditure was incurred and therefore no statement is received from the bank. 
 

3.9 In May 2020, Mr Malcolm requested an update on how much was owed for 
personal use of the credit card. He was advised the outstanding amount was 
calculated as £18,909.86. Whilst Mr Malcolm initially queried the figure, 
payment was made three days later.     
 

Systems of Internal Control 
 
4.1 The incidence of Mr Malcolm as then leader of the Council using his credit card 

inappropriately had been occurring since 2011. As the practice adopted by Mr 
Malcolm had not been authorised, no process for the reconciliation of his 
personal spend with re-imbursement had taken place until the end of 2019. 
However, there was no evidence to suggest to officers that a shortfall did exist 
in the absence of more detailed scrutiny of the transactions as legitimate 
Council spend and personal spend were co-mingled.  
 

4.2 Since these events a number of measures have been implemented to 
strengthen systems of internal control around the use of corporate cards to 
incur expenditure namely: 
 
a) Whilst in use, and upon receipt of a corporate credit card, the card holder was 

required to certify a conditions of use form. An internal audit review into 
employee use of credit cards including analysis of 600 monthly statements did 
not identify any evidence of misuse. There were zero instances of personal 
spend.  
 

b) No other elected member (past or present) other than Mr Malcolm holds or 
has held a credit or procurement card nor would that be permitted in the future.   
 

c) The replacement of all Council credit cards held by employees with 
procurement cards which are limited to specific categories of spend.  
 

d) Certification of all spend incurred on a procurement card (usually by the line 
manager of the card holder or another officer) so there is an appropriate 
segregation of duties and independent check on all spend incurred. An 
automated workflow directs transactions on the electronic recording system 
managed through the card provider Royal Bank of Scotland which must be 
reconciled by the cardholder through to the recognised approver.  
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e) Requirement to provide full and clear description of any transaction through a 
procurement card within the approved digital form.   
 

f) Requirement to retain receipts for all procurement card transactions. 
 

g) A refresh of the practice that procurement card holders must sign and date 
conditions of use documents to ensure that they are fully aware of their duties 
and responsibilities.  
 

4.3 Where cardholders are unable to meet these requirements, the purchasing card 
will be withdrawn. This has occurred on a number of occasions due to the 
timeliness of transactions being reconciled although there has been no 
inappropriate spend on any procurement card.  
 

4.4 There are strong operational reasons to support the continued use of 
procurement cards. These cards are intended to facilitate the purchase of 
goods / services where the standard procurement process is impractical. 
Examples include the frequent and timely ordering of catering supplies for 
schools or where the supplier requires immediate electronic payment upon 
ordering such as court fees, education tools or the taxing of vehicles. The use 
of procurement cards is also beneficial when emergency spend needs to be 
incurred. A recent example is the purchase of food supplies and essentials 
during the early period of the Covid crisis. Analysis indicates that 93% of 
transactions through procurement cards are below £500 and 82% are below 
£250.     
  

Conclusion  
 
5.1 As the statutory officer responsible for the financial affairs of the Council, I am 

of the opinion that the historic events outlined earlier are of sufficient concern 
that Audit Committee, which is charged under the Council’s constitution with 
providing independent assurance on the Council’s risk management framework 
and associated control environment, be advised of this matter. Whilst the matter 
highlights a distinct and unique weakness in the control system as opposed to 
anything systemic, Audit Committee has a governance role as set out in the 
Council’s constitution to receive reports reflecting risks facing the Council and 
any actions taken to address them. Audit Committee may also submit a special 
report to Full Council on significant matters that affect the Council as a whole at 
any time (Article 9.11.6). 
 

5.2 In fulfilling our statutory duties to the Council, the Audit Committee are advised 
that the recommendations presented within the Internal Audit report dated 11th 
March 2020 have been implemented in full. This includes a wider review into 
the Council’s internal control systems by the Internal Audit function in relation to 
hospitality, gifts and expenses. The review did not identify any issues of probity 
or fraud and the audit opinion was one of substantial assurance but did 
recommend increasing the consistency of recording and raising awareness of 
the need to declare gifts and hospitality. These recommendations have also 
been implemented in full.  
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5.3 Further information may be provided by the police at some future point which 
was gathered during the course of their investigation. If such information 
provided is relevant and helpful to strengthen the internal control framework an 
appropriate report would be presented to the Audit Committee at that time.  

 
Recommendations 
 
6.1 Audit Committee note the report, its contents and the actions taken to 

strengthen internal controls.  
 

6.2 Audit Committee consider any further steps which they consider necessary to 
improve the internal control framework in this area. 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

 
 



 

 Briefing Note         Appendix A 
 

 To:  Chief Executive  
   Corporate Director Business and Resources  
   Head of Corporate and External Affairs 

From:  Corporate Assurance Manager  
Date:  11th March 2020 
 

 

 Corporate Credit Card Investigation 
 

 

Background 
1. At the request of the Council’s 3 Statutory Officers, Chief Executive (Head of Paid 

Services), Corporate Director Business and Resources (Section 151 Officer) and 
Head of Corporate and External Affairs (Monitoring Officer), Internal Audit were asked 
to review expenditure incurred on the credit card held by the Leader of the Council, 
Cllr I Malcolm. This was in response to the concerns of the 3 Statutory Officers 
following the review of information gathered in relation to information enquiries. 

Context 
2. There are 11 Corporate Credit Cards maintained across the Council. These cards 

were provided a number of years ago and have diminished in numbers as the Council 
has introduced Procurement cards (Royal Bank of Scotland Debit Cards). 
Procurement cards have largely replaced the need for Corporate Credit Cards to be 
used and are now the chosen method for services, senior officers and members to 
procure goods and services where the standard ordering process cannot be followed. 

3. Cllr I Malcolm holds and uses a Corporate Credit Card issued to him over 10 years 
ago (card ending 9702) whilst his office also maintains a Procurement Card. 

4. The Corporate Credit Cards were issued with the ‘Corporate Credit Card Conditions of 
Use’ guidance developed in 2010 (see Appendix A). Some of the key points within 
the guidance states: 

• The cardholder accepts responsibility for usage and amounts charged to their 
account. 

• The cardholder must ensure that adequate records are maintained to support all 
purchases. 

• Purchases must be for Council not private purposes. 

• A receipt/invoice must be obtained for all transactions. 

• The cardholder must maintain a monthly schedule of expenditure. 



 

• The cardholder must forward his/her monthly card statement, schedule of 
expenditure and supporting receipts/vouchers to the Head of Finance. 

5. Each month the Council automatically pays the outstanding balance on all of the 
Corporate Credit Cards held.  

6. Finance receive statements for all of the Corporate Credit Cards and charge the 
expenditure to the relevant cost centres for each card maintained before sending the 
statements to all the cardholders. The costs in relation to Cllr I Malcolm’s spend are 
charged against cost centre 231811 – Leaders Corporate Costs. 

 
Approach 

 
7. Internal Audit reviewed all credit card transactions and associated documentation for 

the period April 2016 to December 2019 relating to the Council credit card ending 
9702, this included:  

• reviewing all 43 Credit Card Statements (see Appendix B); 

• reviewing all 43 Schedule of Expenditure documents (see Appendix B); 

• reviewing all General Ledger Transactions linked to cost centres 231811, 232000, 
232100, 232200 and 232900 as well as Leaders Corporate Costs, these cost 
centres also hold other member related costs such as allowances, staffing 
support, etc; 

• analysing all cheque payments mentioning ‘I Malcolm’, ‘Sovereign’ or ‘Nat West 
Credit Card’ listed in the Suspense Account Spreadsheet; 

• reviewed the Council’s electronic cash receipting system; 

• liaising with the Councils Bankers to verify whether some credits had been 
received in the Council’s accounts; 

• reconciling the lists of the personal spend and payments provided by Cllr I 
Malcolm. 
 

8. The investigation did not review whether the expenditure recorded as business use 
was appropriate or appeared reasonable. 

 
Findings 

 
9. Evidence could not be found to support whether Cllr I Malcolm received a copy of the 

‘Corporate Credit Card Conditions of Use’ guidance when he received the card a 
number of years ago. There was however evidence found to support the guidance 
being issued to officers at the same time Cllr I Malcolm received the credit card ending 
9702.  

10. It was identified during the course of the investigation that Cllr I Malcolm is frequently 
using the Councils card for private as well as business use. This approach contradicts 
the guidance issued and what is reasonably expected in the use of public funds. 



 

11. As the Corporate Credit Cards are not intended for personal use, procedures have not 
been formally developed to support the recovery of those costs. In such 
circumstances it is entirely reasonable that any costs incurred should be identified and 
refunded to the Council each month. From discussions it appears the informal practice 
adopted to identify and reimburse the Council for personal spend is as follows: 

• Credit Card Statement received. 

• Schedule of Expenditure document is completed by Cllr I Malcolm identifying any 
personal spend. Personal spend is either noted in red or the phrase ‘personal 
cheque to be provided’ is recorded against the transaction. 

• Schedule of Expenditure document and supporting cheque sent to Finance to 
reimburse the Council for the personal spend. Cheques are either hand delivered 
by an officer to Finance or sent in the internal post. 

• Finance record all cheques received onto the Suspense Account Spreadsheet. 

• Finance pay all of the cheques in at the Cash Collection Office at Strathmore.  

• The officer at the Cash Collection Office records and codes all of the cheque 
amounts on the Council’s electronic cash receipting system. 

• The officer at the Cash Collection Office provides Finance a hard copy receipt of 
the number and value of all of the cheques paid in. 

• Finance apply an accounting journal to transfer monies from suspense to the cost 
centre. 

 
12. A review was undertaken to reconcile the amounts identified as personal use to the 

cheques paid in to cover these amounts for the period April 2016 to December 2019 
(see Appendix C). At the request of the Council’s 3 Statutory Officers, additional work 
is ongoing in relation to prior periods. The review identified: 

• Total credit card spend amounted to £30,840.50 of which £24,637.49 was 
identified by Cllr I Malcolm as personal use. 80% of spend in the period April 2016 
to December 2019 is for personal use. 

• The Schedule of Expenditure documents in all 43 months sampled were 
completed on a monthly basis.  

• The Schedule of Expenditure documents are not forwarded to Finance on a 
monthly basis, these are retained by the Leader’s Office. 

• The Schedule of Expenditure documents are not always sent with the cheques, 
discussions confirm on occasions only the cheques were sent. 

• Receipts do not accompany the Schedule of Expenditure documents and 
cheques. 

• Prior to September 2019 the Schedule of Expenditure documents and cheques to 
support personal use were not sent to Finance on a timely basis.  



 

• Finance do not chase up on a monthly basis where Schedule of Expenditure 
documents and cheques are not received. 

• Credit Card transactions are not always recorded against cost centre 231811 – 
Leaders Corporate Costs, some transactions were charged to 232000 – Members 
Allowances and 232100 – Mayoral Expenses. 

• The value of the cheques reimbursed is £10,871.19 less than the declared 
personal spend for the period April 2016 to December 2019. 

13. The S151 Officer shared and discussed a list of unaccounted amounts for the period 
April 2016 to December 2019 with Cllr I Malcolm. Cllr I Malcolm provided a list of 10 
cheques (see Appendix D) he had paid the Council. A review of these identified: 

• 9 of the 10 cheques could be found within the Councils electronic cash receipting 
system. 

• 6 of the 10 cheques related to personal spend and had already been accounted 
for. 

• 3 of the 10 cheques do not relate to personal spend. 

• 1 of the 10 cheques could not be located in the Councils electronic cash receipting 
system. The cheque amount cannot be reconciled to any declared personal spend 
and there is no evidence to suggest the cheque was paid into the Councils 
electronic cash receipting system. 

14. Cllr I Malcolm requested the S151 Officer to speak to the former employee (Senior 
Members Support Manager) who was involved in the informal process documented at 
paragraph 11. The former employee did not provide any new information to locate the 
unaccounted amounts. 

15. Despite reviewing the General Ledger, feeder systems and all other available 
documentation and the S151 Officer speaking to the Cllr I Malcolm to identify any 
unaccounted amounts, the value of the cheques reimbursed is £10,871.19 less than 
the declared personal expenditure. 

16. The S151 Officer has requested Internal Audit immediately review the other corporate 
credit cards to provide assurance they are not being used for personal purposes, and 
support a wider review of expenses, gifts and hospitality.  

Recommendations 

17. Internal Audit recommends that:  

1. The operation of Corporate Credit Card ending 9702 to be deactivated 
immediately. 

2. Council’s 3 Statutory Officers to identify where the findings of the investigation 
should be reported. 

3. Council to further investigate expenditure on credit card ending 9702 prior to April 
2016. 

4. Internal Audit to check all other Council credit cards to ensure they are not being 
used for personal purposes. 



 

5. Phase out Council Credit Cards and replace them with Procurement Cards 

6. Until Council Credit Cards are phased out, Cardholders to ensure: 

• Cards are not used for personal use; 

• Receipts are attached for all expenditure; 

• Schedule of Expenditure documents are returned on a timely basis. 

7. A wider review into governance and internal control systems in respect of 
expenses, gifts and hospitality for staff and elected members be carried out. 



 
Appendix A 

 
Corporate credit card conditions of use 

 
1. The authorised cardholder must sign the credit card as soon it is received and must be 

kept in a secure location, preferably locked away overnight, or held by the authorised 
cardholder. 

 
2. The cardholder accepts responsibility for usage and amounts charged to their account. 
 
3. The cardholder must ensure that adequate records are maintained to support all 

purchases. Purchases must be for Council not private purposes. Wherever possible the 
cardholder must obtain a valid VAT receipt in respect of purchases to enable the Council 
to reclaim the VAT.  This should be requested at the time of booking or ordering. 

 
4. The cardholder must ensure that the card limit is not exceeded. Any request for an 

increase in limit should be made to the Head of Finance.   
 
5. The cardholder must maintain a monthly schedule of expenditure (copy attached).   
 
6. The cardholder will receive a monthly statement from the bank. Any transactions that the 

cardholder doesn’t recognise or differs in some way from his/hers own records must be 
reported to the bank immediately and noted on the monthly schedule. 

 
7. The cardholder must forward his/her monthly card statement, schedule of expenditure 

and supporting vouchers to his/her Finance Manager, within seven days of the receipt to 
their statement (normally 11th of following month) who will collate and forward to the 
Head of Finance. 

 
8. Upon receipt of the monthly schedule of expenditure the Head of Finance will arrange for 

your spending to be charged to your budget. 
 
9. If the card is lost or stolen this must be reported immediately to the bank and the Head of 

Finance. 
 
10. The Head of Finance may decide to withdraw your card in the event these above 

conditions are not followed. 
 

For Completion by the Card Holder:   
 

I acknowledge receipt of a Council corporate credit card, account number () with a monthly 
limit of £10,000. Single transaction limit £5,000. I have read and agree to the above 
conditions of use.   
 
Cardholder Name: Position:  
      
 Signed:      Date:  

 



Appendix C 

Review of Credit Card Tranactions April 2016 onwards 
      

Month Card Spend / 
Statement 

Declared 
Personal Spend 

Reimbursement 
Received Summary Cheque Received 

Timely* 

Jan-20      

Dec-19 793.24 793.24 793.24 Paid Yes 

Nov-19 0.00 0.00 N/A** N/A N/A 

Oct-19 0.00 0.00 0.00 N/A N/A 

Sep-19 153.60 153.60 153.60 Paid Yes 

Aug-19 875.57 875.57 875.57 Paid No 
Jul-19 761.64 300.08 300.08 Paid No 
Jun-19 520.43 135.00 135.00 Paid No 
May-19 483.02 483.02 483.02 Paid No 
Apr-19 697.15 697.15 697.15 Paid No 
Total 4,284.65 3,437.66 3,437.66   

 
     

Mar-19 964.60 805.35 2166.17 Paid No 
Feb-19 1,126.09 1126.09  Paid N/A 
Jan-19 356.63 235.73  Paid N/A 
Dec-18 1,391.39 1391.39  Outstanding N/A 
Nov-18 467.02 318.29  Outstanding N/A 
Oct-18 728.56 728.56 1464.98 Paid No 
Sep-18 736.42 736.42  Paid N/A 
Aug-18 668.31 668.31  Outstanding N/A 
Jul-18 1,154.02 441.68  Outstanding N/A 
Jun-18 1,166.21 708.66  Outstanding N/A 
May-18 410.15 410.15 1,470.84 Paid Twice No 
Apr-18 1,060.69 815.59 1225.74 Paid Twice No 
Total 10,230.09 8,386.22 6327.73   

 
     

Mar-18 907.12 907.12  Outstanding N/A 
Feb-18 599.30 524.15  Outstanding N/A 
Jan-18 558.40 558.40  Outstanding N/A 
Dec-17 1,148.39 1148.39 918.83 Outstanding No 
Nov-17 697.75 447.30 1298.14 Outstanding No 
Oct-17 476.43 233.28 746.00 Outstanding No 
Sep-17 580.20 580.20 3.30 Outstanding N/A 
Aug-17 837.52 784.82  Outstanding N/A 
Jul-17 715.86 463.40  Paid N/A 
Jun-17 218.30 282.60 64.30 Paid N/A 
May-17 1,448.95 918.83  Paid N/A 
Apr-17 1,409.35 1298.14  Paid N/A 
Total 9,597.57 8,146.63 3030.57   

      
Mar-17 583.12 538.12  Outstanding N/A 
Feb-17 1,089.47 946.57  Outstanding N/A 
Jan-17 503.83 491.83  Outstanding N/A 
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Month Card Spend / 
Statement 

Declared 
Personal Spend 

Reimbursement 
Received Summary Cheque Received 

Timely* 

Dec-16 573.49 386.89 970.34 Outstanding No 
Nov-16 1,245.49 316.55  Outstanding N/A 
Oct-16 324.85 324.85  Outstanding N/A 
Sep-16 691.83 691.83  Outstanding N/A 
Aug-16 431.17 431.17  Paid N/A 
Jul-16 540.05 154.27  Paid N/A 
Jun-16 467.33 262.20  Paid N/A 
May-16 67.70 67.70  Paid N/A 
Apr-16 209.86 55.00  Paid N/A 

 6,728.19 4,666.98 970.34   

      
Total Spend 30,840.50 24,637.49 13,766.30 (10,871.19)  

      
 

Note 

* timely is defined as personal spend paid within the month following the date of the credit card statement. 

** A sum of £670.38 was received on 4th November 2019 to cover a number of transactions in 2018 and 2019 which appear 
to be non personal spend and were recorded by the Leaders Office as such. 
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List of Cheques Provided by Cllr I Malcolm 
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Briefing Note 

 

 To:  Chief Executive (Head of Paid Service) 
   Corporate Director Business and Resources (s151 Officer) 
   Head of Corporate and External Affairs (Monitoring Officer) 

From:  Corporate Assurance Manager  
Date:  14th April 2020 
 

 

 Corporate Credit Card Investigation – April 2011 – March 2016 
 

 

Background 
1. At the request of the Council’s 3 Statutory Officers, Chief Executive (Head of Paid 

Services), Corporate Director Business and Resources (Section 151 Officer) and 
Head of Corporate and External Affairs (Monitoring Officer), Internal Audit were asked 
to review expenditure incurred on the credit card held by the Leader of the Council, 
Cllr I Malcolm. This was in response to the concerns of the 3 Statutory Officers 
following the review of information gathered in relation to information enquiries. 

2. This note covers the review of expenditure incurred between April 2011 and March 
2016. In light of the initial findings, the Council’s 3 Statutory Officers requested 
Internal Audit to review periods prior to the initial sample period from April 2016 to 
December 2019. 

 
Approach 

 
3. Internal Audit reviewed all credit card transactions and associated documentation for 

the period April 2011 to March 2016 relating to the Council credit card ending 9702, 
this included:  

• reviewing all 50 Credit Card Statements available; 

• reviewing all 32 Schedule of Expenditure documents available; 

• reviewing all General Ledger Transactions linked to cost centres 231811, 232000, 
232100, 232200 and 232900 as well as Leaders Corporate Costs, these cost 
centres also hold other member related costs such as allowances, staffing 
support, etc; 

• analysing all cheque payments mentioning ‘I Malcolm’, ‘Sovereign’ or ‘Nat West 
Credit Card’ listed in the Suspense Account Spreadsheet; 

• reviewed the Council’s electronic cash receipting system; 



 

• liaising with the Councils Bankers to verify whether some credits had been 
received in the Council’s accounts; 

• reconciling the lists of the personal spend and payments provided by Cllr I 
Malcolm. 
 

4. The investigation did not review whether the expenditure recorded as business use 
was appropriate or appeared reasonable. 

 
Findings 

 
5. A review was undertaken to reconcile the amounts identified as personal use to the 

cheques paid in to cover these amounts for the period April 2011 to March 2016 (see 
Appendix A). The review identified: 

• Total credit card spend amounted to £23,272.11 of which £10,797.55 was 
identified by Cllr I Malcolm as personal use. 46% of spend in the period April 2011 
to March 2016 is declared for personal use. 

• During the period sampled there were 60 months, Schedule of Expenditure 
documents were completed for 31 months, 4 months were not required as there 
was no expenditure and 25 could not be located.  

• During the period sampled there were 60 months, Credit Card statements were 
available for 46, 4 months were not required and 10 months could not be located 
(all of which related to 11/12 and have been destroyed in accordance with 
document retention policies).  

• There were transactions totalling £3,023 that were identified on the corporate 
credit card for those months where a Schedule of Expenditure document was not 
completed that could be related to personal expenditure. This includes for 
example expenditure at Seaham Hall, clothing and petrol. 

• The Schedule of Expenditure documents are not forwarded to Finance on a 
monthly basis, these are retained by the Leader’s Office. 

• The Schedule of Expenditure documents are not always sent with the cheques, 
discussions confirm on occasions only the cheques were sent. 

• Receipts do not accompany the Schedule of Expenditure documents and 
cheques. 

• Prior to September 2019 the Schedule of Expenditure documents and cheques to 
support personal use were not sent to Finance on a timely basis.  

• Credit Card transactions are not always recorded against cost centre 231811 – 
Leaders Corporate Costs, some transactions were charged to 232000 – Members 
Allowances and 232100 – Mayoral Expenses. 

• The value of the cheques reimbursed is £5807.88 less than the declared personal 
spend for the period April 2011 to March 2016. 
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Review of Credit Card Transactions April 2011 to March 2016 
      

Month Card Spend / 
Statement 

Declared 
Personal Spend 

Reimbursement 
Received Summary Cheque Received 

Timely* 

Mar-16 492.17 missing    

Feb-16 423.17 missing    

Jan-16 428.00 missing    

Dec-15 807.00 missing 720.42  No 

Nov-15 1,021.33 missing    

Oct-15 No transactions  N/A N/A 

Sep-15 998.58 943.73  Outstanding  

Aug-15 58.00 43.00  Outstanding  

Jul-15 1,031.51 638.43  Outstanding  
Jun-15 436.59 436.59  Outstanding  
May-15 273.50 273.50  Outstanding  
Apr-15 308.45 247.80  Outstanding  
Total 6,278.30 2,583.05 720.42   

 
     

Mar-15 683.00 missing    
Feb-15 408.70 missing    
Jan-15 433.50 433.50    
Dec-14 436.00 436.00    
Nov-14 678.46 276.50    
Oct-14 341.30 223.40    
Sep-14 129.04 0.00    
Aug-14 207.00 20.00    
Jul-14 1033.17 687.52 38.34   
Jun-14 195.30 140.50 827.58   
May-14 773.34 445.34 757.97   
Apr-14 467.13 456.43 580.3   
Total 5785.94 3119.19 2204.19   

 
     

Mar-14 110 missing    
Feb-14 1000.77 757.97 1128.59 Paid  
Jan-14 1377.08 827.08  Paid  
Dec-13 688.15 580.30  Paid  
Nov-13 1128.59 1128.59  Paid  
Oct-13 694.72 missing    
Sep-13 85.8 missing    
Aug-13 70.55 missing    
Jul-13 463.09 missing 481.20   
Jun-13 289.19 missing 455.27   
May-13 112.65 missing    
Apr-13 679.64 292.36    
Total 6700.23 3586.30 2065.06   

      
Mar-13 374.61 153.91    
Feb-13 177.35 7.50    
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Month Card Spend / 
Statement 

Declared 
Personal Spend 

Reimbursement 
Received Summary Cheque Received 

Timely* 

Jan-13 219.03 0.00    
Dec-12 481.20 481.20    
Nov-12 67.50 missing    
Oct-12 182.30 missing    
Sep-12 198.33 missing    
Aug-12 No transactions    
Jul-12 145.40 missing    
Jun-12 344.55 missing    
May-12 790.00 missing    
Apr-12 80.07 missing    
Total 3060.34 642.61 0.00   

      
Mar-12 45.00 ** 0.00    
Feb-12 No transactions    
Jan-12 No transactions    
Dec-11 1161.32 ** 866.40    
Nov-11  missing    
Oct-11  missing    
Sep-11 60.00 ** 0.00    
Aug-11  missing    
Jul-11 97.73 ** 0.00    
Jun-11 28.25 ** 0.00    
May-11 55.00 ** 0.00    
Apr-11  missing    
Total 1447.3 866.40 0.00   

      
Total Spend 23,272.11 10,797.55 4,989.67 (£5,807.88)  

      
 

Note 

* timely is defined as personal spend paid within the month following the date of the credit card statement. 

** amounts shown on Schedule of Expenditure documents as credit card statements could not be located 
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