
 

GOVERNMENT REPORT IN RESPECT OF ERDF GRANT CLAIM, 2005 – 2008 
  
To: Governance and Audit Committee – 22 June 2016 
 
Main Portfolio Area: Finance and Estates 
 
By: Director of Corporate Resources 
 
Classification: Unrestricted 
 
Ward: Not Applicable 
 

 

Summary: This report presents a summary of the events following an ERDF 
grant claim, the findings of the government investigation and 
actions taken since the claim 

 
For Decision 
 

 
 

1. Introduction and Background 
 

1.1 TDC submitted a European Regional Development Fund (ERDF) grant claim in 2005 in 
respect of planned dredging works. The dredging was explained as substantial and to be 
undertaken at Ramsgate Port in order to enable larger vessels to access the Port. The 
expenditure, and claims, spanned three years up to 2008. 
 

1.2 In practice, the lead partner was the South East of England Development Agency (SEEDA); 
the project was a joint one with the Port of Oostende; and the funding came via an 
Intermodal Port Access and Commodities Transport in Europe (IMPACTE) project, part of 
the Interreg Programme of the ERDF. However, the issues in this report deal with the 
council’s claim, subsequent action, the government investigation and council response. The 
background of ERDF programmes and projects and agencies are not directly relevant. 

 
1.3 A whistle blower subsequently contacted the European Anti-Fraud Office (OLAF) alleging 

that the dredging that took place, and claimed for, was routine maintenance dredging, for 
which TDC held revenue budgets. This was referred to the Department for Communities 
and Local Government (DCLG) who instructed the Government Internal Audit Agency 
(GIAA) to conduct an investigation. This investigation, including a visit, took place in 
October 2015. 

 
1.4 In February 2016, following a DCLG visit and an exchange of letters with TDC, the chair of 

Governance and Audit Committee was briefed and TDC notified the police via its approved 
anti-fraud portal. DCLG published their report (dated 7 March 2016) on 13 May 2016 
(attached). As a result of the publication of the report, it is now possible to report to G&A 
Committee. We are still awaiting a request to repay the funding of what was £150,405 but 
this might vary according to exchange rate fluctuations. 

 
 

2. Key findings and conclusions of the GIAA report 
 

2.1 A breakdown of expenditure was originally supplied by TDC that represented the evidence 
to support the grant claims. However, the GIAA analysis concluded that the expenditure 



was incurred before the project implementation date, or was in respect of works not related 
to the project (see 3.2.3 and Annex 3 of the GIAA report). 
 

2.2 Dredging charts and disposal returns for the project period and a later dredging campaign 
suggested that during the project period, only normal maintenance dredging was carried out 
(see 3.2.4). 
 

2.3 The grant was received by TDC in 2008 and 2009 but was held on the balance sheet until it 
was “credited to services” in the financial year 2009-10. The money was used to fund port 
improvements in 2010. The decision to spend the funding was taken on the basis of “audit 
sign-off” but there is no evidence of an audit being carried out (see 3.3.1 and 3.3.2). 

 
2.4 The GIAA concluded that the project did not deliver the dredging works to achieve the 

project objectives (4.1.2) and the council could not provide evidence to explain the unusual 
treatment of ERDF received (4.1.3). 

 
2.5 The GIAA recommended that the DCLG report the matter to the police as a potential fraud 

(4.1.4(1)) and require the repayment of the grant for ineligible expenditure of £150,405.89 
(4.1.4(2)). 

 
 

3. Council response to the GIAA investigation 
 

3.1 The council treats this matter very seriously. It was brought to our attention in September 
2015 and the GIAA investigation was fully supported. The grant-related activity took place 
over eight years ago, and all the port management and Corporate Management Team had 
changed, but we were able to produce enough information to inform the investigation. The 
council reported the matter to the police and notified its external auditors as soon as the 
February 2016 meeting with DCLG had taken place. 

 
3.2 Since the period in question, the council implemented an External Funding Protocol which 

was updated and agreed at Governance and Audit Committee on 24 June 2015. This 
states that all external funding bids have to be reviewed through correct channels prior to 
bidding of funds to ensure that: 

 

 The Finance Team is aware of the grant. 

 That terms and conditions in relation to the grant are adhered to. 

 That the grant meets corporate priorities. 
 
3.3  The External Funding Protocol requires that all external funding bids are examined by the 

External Funding Officer, who scrutinises the funder requirements, prior to being 
considered by CMT for approval. Should there be tight deadlines on submitting an 
application for funding, the Section 151 Officer has delegated authority to approve the 
funding and CMT are required to retrospectively approve the funding bid. 

 
3.4 Electronic records are now maintained in line with the protocol, to ensure that grant 

repayments due to lack of audit trail or outputs no longer occur, and that paperwork relating 
to claims or funding sources are routed through the External Funding Officer as a central 
point of contact. 

 
3.5 The council also commissioned an independent review, by East Kent Audit Partnership, to 

assess the internal controls in respect of externally funded projects and to make 
recommendations thereon. 

 
3.6 The Anti-Fraud and Corruption Policy was agreed at Governance and Audit Committee on 

24 September 2015. 



 
3.7 Further training has been provided to Budget Holders through Budget Managers Forum in 

respect of the new External Funding Protocol. East Kent Audit Partnership was 
commissioned to provide training on Fraud Awareness at the same forum held on 
20 November 2016. 

 
 
4. Financial implications 

 
4.1 The repayment of grant has been provided for in the accounts and we are awaiting a 

request to repay it. 
 
 
5. Legal implications 
 
5.1 The legal implications are set out in the committee report and the GIAA report. 
 
 
6. Equity and Equalities 

 
6.1 There are no equity or equalities issues arising from this report. 
 
 
7. Recommendations 
 
7.1 That Governance and Audit Committee note the findings of the report. 
 
 
8. Decision Making Process 

 
8.1 This recommendation does not involve the making of a key decision. 
 
8.2 This recommendation is within the Council’s Budgetary and Policy Framework, and the 

decision may be taken by the Governance and Audit Committee. 
 

Contact Officer: Tim Willis, Director of Corporate Resources DDI 01843 577617 

 
Corporate Consultation Undertaken: 
 

Finance Matthew Sanham, Corporate Finance Manager 
Legal Tim Howes, Director of Corporate Governance 

 


