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Audit and Governance Committee
Date: 26th June 2015 Agenda No:

Title of Report: Annual Report on Internal Audit (IA) Activity 2014/15

Purpose of Report: To provide the Committee with an annual report on Internal Audit 
Activity which fully meets the Chief Internal Auditor’s annual reporting 
requirements, as set out in the Public Sector Internal Auditing 
Standards (PSIAS) 2013. 

Recommendations: It is recommended that the Committee:

1. Assesses, from the findings set out in this Internal Audit Annual 
Report, whether it can take reasonable assurance that the internal 
control environment, comprising risk management, control and 
governance is operating effectively;

2. Requests senior management attendance at the next meeting of 
the Committee to provide an update on the actions taken in 
relation to the recommendations made in the limited assurance 
Public Transport Contracts – Decision Making audit report; and

3. Notes that the performance of Internal Audit meets the required 
standards.

Officer (s) Contact: Theresa Mortimer: Chief Internal Auditor: Internal Audit, Risk 
Management and Insurance Services. Tel: 01452 328883
Theresa.Mortimer@gloucestershire.gov.uk

Mark Spilsbury: Head of Financial Management. Tel: 01452 328920
Mark.Spilsbury@gloucestershire.gov.uk

Key Risks Failure to deliver an effective Internal Audit Service will prevent an 
independent, objective assurance opinion to be provided to those 
charged with governance that the key risks associated with the 
achievement of the Council’s objectives are being adequately 
controlled. 

Context The Accounts and Audit Regulations 2015 state that ‘a relevant 
authority must undertake an effective internal audit to evaluate the 
effectiveness of its risk management, control and governance 
processes, taking into account Public Sector Internal Auditing 
Standards or guidance’.
GCC Financial Regulations C: Risk Management and Internal 
Control states that ‘The Chief Financial Officer is responsible for 
conducting a continuous internal audit in accordance with the Accounts 
and Audit Regulations 2015.
The Audit and Governance Committee’s role is to monitor the 
adequacy and effectiveness of the Internal Audit service. 

mailto:Theresa.Mortimer@gloucestershire.gov.uk
mailto:Mark.Spilsbury@gloucestershire.gov.uk
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(1) Introduction

All local authorities must make proper provision for internal audit in line with the 1972 Local 
Government Act (S151) and the Accounts and Audit Regulations 2015. The latter states that 
authorities must “maintain an adequate and effective system of internal audit of its 
accounting records and of its system of internal control, comprising risk management, 
control and governance, in accordance with the proper practices in relation to internal 
control”. Gloucestershire County Council’s Internal Audit function, which sits within Strategic 
Finance, carries out the work required to satisfy this legislative requirement and reports its 
findings and conclusions to management and to this Committee.

The guidance accompanying the Regulations recognises that with effect from 1st April 2013, 
the Public Sector Internal Audit Standards (PSIAS) as representing “proper internal audit 
practices”. The standards define the way in which the Internal Audit Service should be 
established and undertakes its functions.

The standards also requires that an independent and objective opinion is given on the 
overall adequacy and effectiveness of the control environment, comprising risk 
management, control and governance, from the work undertaken by the Internal Audit 
Service.

(2) Responsibilities 

Management are responsible for establishing and maintaining appropriate risk management 
processes, control systems (financial and non financial) and governance arrangements.

Internal Audit plays a key role in providing independent assurance and challenge, advising 
the organisation that satisfactory arrangements are in place and operating effectively.

Internal Audit is not the only source of assurance for the Council. There are a range of 
external audit and inspection agencies, as well as management processes which also 
provide assurance and these are set out in the Council’s Code of Corporate Governance 
and its Annual Governance Statement.  

(3) Purpose of this Report

One of the key requirements of the PSIAS is that the Chief Internal Auditor should provide 
an annual report to those charged with governance, to support the Annual Governance 
Statement. The content of the report is prescribed by the PSIAS which specifically requires 
Internal Audit to:

 provide an opinion on the overall adequacy and effectiveness of the organisation’s 
internal control environment and disclose any qualifications to that opinion, together 
with the reasons for the qualification;

 compare the actual work undertaken with the planned work, and present a summary 
of the audit activity undertaken from which the opinion was derived, drawing attention 
to any issues of particular relevance;
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 summarise the performance of the Internal Audit function against its performance 
measures and targets; and

 comment on compliance with the PSIAS.

When considering this report, the Committee may also wish to have regard to the quarterly 
interim Internal Audit progress reports presented to the Committee during 2014/2015 and the 
Annual Report on Risk Management Activity for 2014/2015. 

(4) Internal Audit’s Opinion on the Council’s Internal Control Environment

In providing our opinion it should be noted that assurance can never be absolute. The most 
that Internal Audit can provide is a reasonable assurance that there are no major 
weaknesses in risk management arrangements, control processes and governance. The 
matters raised in this report, and our quarterly monitoring reports, are only those that were 
identified during our internal audit work and are not necessarily a comprehensive statement 
of all the weaknesses that may exist or represent all of the improvements required.

Opinion

We are satisfied that, based on the internal audit activity undertaken during 2014/15 and 
management’s actions taken in response to that activity, enhanced by the work of other 
external review agencies, sufficient evidence is available to allow us to draw a reasonable 
conclusion as to the adequacy and effectiveness of Gloucestershire County Council’s overall 
internal control environment. 

In our opinion, for the 12 months ended 31 March 2015, Gloucestershire County Council has 
a satisfactory overall control environment, to enable the achievement of the Council’s 
outcomes and objectives. However, at this time we are unable to give an opinion on the 
effectiveness of the Council’s ICT control environment due to the ICT audit plan not being 
completed due to the change over/transitional arrangements of both the Council’s ICT 
provider and ICT audit provider, both of which occurred during the same time period. Actions 
are currently being taken to address this issue; however, all key ICT audits have been 
carried forward into 2015/2016 audit plan, to enable an opinion to be provided once 
completed.

This opinion will feed into the Annual Governance Statement which will be published 
alongside the Annual Statement of Accounts.

(4a) Scope of the Internal Audit Opinion

In arriving at our opinion, we have taken into account:

 The results of all internal audit activity undertaken during the year ended 31st 
March 2015 and whether our high and medium priority recommendations have 
been accepted by management and, if not, the consequent risk;
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 The effects of any material changes in the organisation’s risk profile, objectives or 
activities;

 Matters arising from internal audit quarterly progress reports or other assurance 
providers to the Audit and Governance Committee; 

 Whether or not any limitations have been placed on the scope of internal audit 
activity; and 

 Whether there have been any resource constraints imposed on internal audit 
which may have impacted on our ability to meet the full internal audit needs of the 
organisation. 

(4b) Limitations to the scope of our activity

There have been no limitations to the scope of our activity or resource constraints (other 
than the ICT audit plan) imposed on internal audit which have impacted on our ability to 
meet the full internal audit needs of the Council. Whilst the core Internal Audit service is 
provided in-house, during 2014/2015, the Chief Internal Auditor has:

 Commissioned external specialist ICT audit via Warwickshire County Council’s 
Internal Audit Framework Agreement;

 Worked towards a Shared Internal Audit and Risk Management Service with 
Gloucester City Council and Stroud District Council, which became effective from 1st 
June 2015;

 Set up joint working arrangements in relation to Internal Audit, Risk Management and 
Insurance Services, with the Chief Internal Auditor at Warwickshire County Council; 
and 

 Entered into a Service Level Agreement with Gloucestershire NHS Counter Fraud 
Service to provide support with investigations and the National Fraud Initiative 
analysis. 

(5) Summary of Internal Audit Activity undertaken compared to that 
planned

The underlying principle to the 2014/2015 plan is risk and as such, audit resources were 
directed to areas which represented ‘in year risk’. Since the original risk based plan was 
approved in April 2014 by the Committee, a number of additional audit activities have proved 
necessary and some of the planned audits were no longer required. Variations to the plan 
are required if the plan is to adequately reflect the ongoing changing risk profile of the 
Council. The net effect is that although the work undertaken was slightly different to that 
originally planned we are able to report that we achieved 83% of the overall revised plan. 
This reflects that resources were redirected as a result of the increase in special 
investigations and irregularity work, i.e. 22 new referrals during 2014/15 and that the ICT 
audit plan has not been completed. 
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The pie charts below summarise the percentages of planned audits per service area, i.e. 
Adults, Communities and Infrastructure etc. and category of activity, i.e. fundamental 
financial systems, governance etc, compared with the percentage of actual audits 
completed. 
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(6) Summary of Internal Audit Activity undertaken which informed our opinion

The schedule provided at Appendix 1 provides the summary of 2014/15 audits which have 
not previously been reported to the Audit and Governance Committee, including, very 
importantly, one limited assurance audit opinion on control.

The schedule provided at Appendix 2 contains a list of all of the audit activity undertaken 
during 2014/2015, which includes, where relevant, the assurance opinions on the 
effectiveness of risk management arrangements and control processes in place to manage 
those risks and the dates where a summary of the activities outcomes has been presented 
to the Audit and Governance Committee. Explanations of the meaning of these opinions are 
shown below. 

Assurance 
levels

Risk Identification Maturity Control Environment

Substantial Risk Managed
Service area fully aware of the risks relating to the area 
under review and the impact that these may have on 
service delivery, other directorates, finance, reputation, 
legal, the environment client/customer/partners, and staff.  
All key risks are accurately reported and monitored in line 
with the Corporate Risk Management Strategy. 

 System Adequacy – Robust 
framework of controls ensures 
that there is a high likelihood of 
objectives being achieved

 Control Application – Controls are 
applied continuously or with minor 
lapses

Satisfactory
Risk Aware
Service area has an awareness of the risks relating to the 
area under review and the impact that these may have 
on service delivery, other directorates, finance, 
reputation, legal, the environment, 
client/customer/partners, and staff, however some key 
risks are not being accurately reported and monitored in 
line with the Corporate Risk Management Strategy.

 System Adequacy – Sufficient 
framework of key controls for 
objectives to be achieved but, 
control framework could be 
stronger

 Control Application – Controls are 
applied but with some lapses

Limited
Risk Naïve 
Due to an absence of accurately and regularly 
reporting and monitoring of the key risks in line with 
the Corporate Risk Management Strategy, the service 
area has not demonstrated an adequate awareness 
of the risks relating to the area under review and the 
impact that these may have on service delivery, other 
directorates, finance, reputation, legal, the 
environment, client/customer/partners and staff.  

 System Adequacy – Risk of 
objectives not being achieved 
due to the absence of key 
internal controls

 Control Application – 
Significant breakdown in the 
application of control
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(6a) Internal Audit Assurance Opinions on Risk and Control

The pie charts provided below show the summary of the risk and control assurance opinions 
provided within each category of opinion i.e. substantial, satisfactory and limited. It is 
pleasing to report that the Council is showing that 83% of the activities reviewed have 
received a substantial (14%) or satisfactory (69%) opinion on control. 

Risk and Control Opinions 2014/15 

(6b) Limited Control Assurance Opinions

Where audit activity record that a limited assurance opinion on control has been provided, 
the Audit and Governance Committee may request Senior Management attendance to the 
next meeting of the Committee to provide an update as to their actions taken to address the 
risks and associated recommendations identified by Internal Audit. 

(6c) Audit Activity where a Limited Assurance Opinion has been provided on 
Control

During 2014/2015, six limited opinions on control were provided. These related to:

Audited Service Area Date reported to Audit and 
Governance Committee

Developer Contributions 30th September 2014

Business Continuity Management 23rd January 2015

Gloucestershire Care Partnership, contract 
management arrangements

23rd January 2015
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Workforce Development of Social Workers 23rd January 2015

Financial Assessment and Benefits Team 17th April 2015

Public Transport Contracts Decision Making 26th June 2015

(6d) Satisfactory Control Assurance Opinions

Where audit activity record that a satisfactory assurance opinion on control has been 
provided where recommendations have been made to reflect some improvements in control, 
the Audit and Governance Committee and CoMT can take assurance that improvement 
actions have been agreed with management to address these.

(6e) Internal Audit recommendations made to enhance the control environment

Year Total No. 
of high 
priority 

recs.

% of high 
priority recs. 
accepted by 
management

Total No. 
of medium 

priority 
recs.

% of medium 
priority recs. 
accepted by 
management

Total No. 
of recs. 
made

2013/14

2014/15

67

74

100

100

91

129

100

100

158

203

The Audit and Governance Committee and CoMT can take assurance that all high priority 
recommendations will remain under review by Internal Audit, by obtaining regular 
management updates, until the required action has been fully completed.

(6f) Risk Assurance Opinions

There were two audits where a limited assurance opinion was given on risk during 
2014/2015, these related to:

Audited Service Area Date reported to Audit and 
Governance Committee

Business Continuity Management 23rd January 2015

Financial Assessment and Benefits Team 17th April 2015

Where limited assurance opinions on risk are provided, the relevant reports are given to the 
Risk Champions to ensure that the risks highlighted by Internal Audit are placed on the 
relevant risk registers. The monitoring of the implementation of the recommendations is then 
owned by the relevant manager and helps to further embed risk management into the day to 
day management, risk monitoring and reporting processes. 
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In addition, Risk Management and Insurance Services are provided with the Internal Audit 
reports where a limited assurance opinion is provided, to enable their prioritisation of risk 
management support, if deemed appropriate. 

(6g) Internal Audit’s Review of Risk Management

During 2014/2015, 96% of the audited areas rated the effectiveness of risk management 
arrangements as substantial (46%) or satisfactory (50%) with 4% obtaining a limited 
assurance opinion. This evidences that risk management continues to be further embedded 
into the Council’s business activities. 

Internal Audit also undertake, on a rotational basis, specific reviews purely on the 
effectiveness of risk management arrangements, operating across all service areas, looking 
at the Strategic and Operational Performance/Business Plans and associated Risk 
Registers, to ensure that actions recorded to mitigate risks are in place and operating as 
intended. 

This year, Internal Audit reviewed the risk management arrangements operating within the 
Youth Offending Service, where a satisfactory opinion was provided.

The assurance statements obtained from all Directors and Service Heads across 
Commissioning and Delivery (when formulating the AGS), provided assurance that the 
majority of management fully apply the council’s risk management strategy and principles 
within their service areas. This together with our own assessment, supported by the external 
assessments and recognition received for numerous risk management initiatives over past 
years, have led Internal Audit to conclude that the risk management arrangements within the 
authority are effective.

(6h) Gloucestershire County Council’s Corporate Governance Arrangements

The Council is required by the Accounts & Audit Regulations 2015 to publish an Annual 
Governance Statement (AGS). The AGS is signed by the Leader and Chief Executive and 
must accompany the Annual Statement of Accounts. In England, the CIPFA/SOLACE 
framework ‘Delivering Good Governance in Local Government 2012 is defined as ‘proper 
practices’ status by the DCLG. 

Gloucestershire County Council’s governance framework reflects the CIPFA/SOLACE key 
principles and has been summarised within a Local Code of Corporate Governance 
2014/2015. This local code comprises the Council’s systems and processes, culture and 
values for the direction and control of the Authority and its activities through which it accounts 
to, engages with and leads the community. 
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Strengthened Members/Statutory Officers /Directors/Heads of Service Assurance 
Process 2014/15

During 2013/2014 a significantly strengthened governance assurance process was 
implemented to provide a framework for the annual assessment of the effectiveness of the 
governance arrangements operating within the Council. 

This includes a Lead Cabinet Member overview and oversight and challenge by the Council’s 
Statutory Officers i.e. The Chief Executive, Monitoring Officer and Chief Financial Officer. 
Further enhancements were made during 2014/2015 which introduced ‘the three lines of 
defence risk assurance model’ which helps Members and Senior Management to understand 
where assurances are being obtained from and identify potential gaps in assurance. This 
assurance process is a significant contributor to the formulation of the AGS and any associated 
improvement areas. Full details of the enhanced framework can be found within the Council’s 
Annual Governance Statement 2014/2015.

The above enhanced process has therefore led Internal Audit to conclude that robust 
governance arrangements operate within the authority.

(7) Summary of additional Internal Audit Activity

(7a) Special Investigations/Counter Fraud Activities

The Counter Fraud Team within Internal Audit received 22 new referrals in 2014/15 although 
they continued to be involved in five cases which were referred in the previous year, 
including counter fraud work in respect of staff travel, which remains an ongoing area of 
work within several service areas. Ten of the cases referred in 2014/15 are also continuing 
to be investigated in 2015/16, excluding staff travel as detailed above. Internal Audit also 
completed counter fraud work concerning social care providers. This resulted in a repayment 
of £20,000 from a provider, which was in addition to a previously reported £60,000.

Of the cases referred within 2014/15 they have been categorised within in the following 
service areas:

Adults (15), Children & Young People – including schools (4), Enabling & Transition (1), 
Authority Wide (1), Communities & Infrastructure (1). In addition a number of staff travel 
claims have been investigated but these have all been classed as counter fraud work and do 
not appear within these categories.

Of the cases brought forward to 2014/15, two involved schools which resulted in a 
resignation, and a failure of a probation period and therefore employment ceased. Both 
investigations resulted in procedural changes. In respect of the other two cases one resulted 
in a custodial sentence and a member of staff was dismissed.
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Of the 12 investigations completed during 2014/15, in addition to those brought forward from 
2013/14, six resulted in procedural changes, two in disciplinary, two in resignation, two 
where no issues were found and one where Adults recovered £3,840 for service users 
whose finances had been compromised by poor practices by one of the Council’s care 
providers (more than one category may apply to each case). As a result of these 
investigations a further £3,000 was recovered from an insurance company for a service user, 
£1,200 been recovered in respect of overpaid expenses to date, and £9,600 was repaid by a 
Head Teacher who had undertaken OFSTED inspections and retained the fee whilst 
employed full time by a school. 

Purchase Card Review

Included within the Authority Wide category was a purchase card review requested by the 
Statutory Officers i.e. the Chief Executive Officer, Monitoring Officer and Chief Financial 
Officer.  No fraud was identified as a result of this review; however, a number of procedural 
and best value issues arose. These included, for example:

 Lack of evidence of purchase authorisation;

 Poor journey planning, resulting in additional costs to the Authority;

 Poor VAT recovery; and

 Non compliance with procurement processes, such as using existing contracts for 
ICT equipment and office supplies.

New forms, processes and transparency reporting should address many of the issues 
raised.

Adults – Direct Payments

We have also seen a number of Direct Payment (DP) referrals within 2014/15, none of which 
have been referred to IA in the past. Increasing awareness and diligence within Adults and 
especially Learning Disabilities has led to an increase in challenge. As a result of this 
increase in DP investigation activity resources have been included within the 2015/16 IA 
plan, which will specifically target areas where no/few referrals have been received, i.e. 
Older People, Physical Disabilities and Children.

Counter Fraud Activity

As part of counter fraud activity Internal Audit reviewed a sample of purchase orders placed 
by service areas which had a value of £5k to £50k. Although the audit highlighted that the 
level of compliance with the Council’s procurement requirements was mixed, we found no 
evidence of irregularity. However, opportunities did present themselves that a number of 
corporate contracts should be considered, to enable increased compliance and demonstrate 
better value for money. This is currently in the process of being actioned.
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National Fraud Initiative (NFI)

Internal Audit continues to support the National Fraud Initiative (NFI) which is a biennial data 
matching exercise administered by the Cabinet Office. The data sets required were 
submitted through the web portal in October 2014 and data match reports are now available 
and are currently being reviewed. 

Monitoring and Review

The Audit and Governance Committee and CoMT can take assurance that the Statutory 
Officers, comprising the Chief Executive, Monitoring Officer and Chief Financial Officer are 
regularly fully briefed on all such fraud and irregularity activity, they challenge, monitor 
management actions and progress to date and approve all police referrals. 

(8) Internal Audit Effectiveness 

The Accounts and Audit Regulations 2015 require relevant bodies ‘to conduct an annual 
review of the effectiveness of its internal audit’. 

This process is also part of the wider annual review of the effectiveness of the internal 
control system, and significantly contributes towards the overall controls assurance 
gathering processes and ultimately the publication of the Annual Governance Statement.

The Accounts and Audit Regulations also state that internal audit should conform to ‘proper 
practices’ and it is advised that, during 2014/15 proper practice for internal audit is set out in 
the Public Sector Internal Audit Standards (PSIAS) 2013.

Public Sector Internal Audit Standards (PSIAS)

These standards have four key objectives:

 Define the nature of internal auditing within the UK public sector; 

 Set basic principles for carrying out internal audit in the UK public sector; 

 Establish a framework for providing internal audit services, which add value to 
the organisation, leading to improved organisational processes and 
operations; and

 Establish the basis for the evaluation of internal audit performance and to 
drive improvement planning. 

The Internal Audit Charter and the Audit and Governance Committees Terms of Reference 
have both been amended to reflect the requirements of the standards.

These standards also require the Chief Internal Auditor to report annually on conformance to 
the standards. 
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The Standards consist of 4 overarching categories, (containing 209 detailed questions), 
which are summarised below, and set out how the internal audit service should perform its 
functions. As such, the Chief Internal Auditor undertook a self assessment against the 
standards, benchmarking the service against this proper practice. The full self assessment 
and associated action plan is available upon request.

Category 
Reference

Standards

1 Definition of Internal Auditing

2 Code of Ethics

3 Attribute Standards
 Purpose, Authority and Responsibility
 Independence and Objectivity
 Proficiency and Due Professional Care
 Quality Assurance and Improvement Programme

4 Performance Standards
 Managing the Internal Audit Activity
 Nature of Work
 Engagement Planning
 Performing the Engagement
 Communicating Results
 Monitoring Progress
 Communicating the Acceptance of Risks

External Assessment of the effectiveness of Internal Audit

An external assessment of the effectiveness of internal audit and conformance to the PSIAS 

was undertaken week commencing 18th May 2015 by the Chartered Institute of Internal 

Auditors and the outcome will be reported to the Audit and Governance Committee and 

CoMT.

Internal Assessment - Customer Satisfaction Survey results 2014/15

At the close of each audit review a customer satisfaction questionnaire is sent out to the 
Director, Service Manager or nominated officer. The aim of the questionnaire is to gauge 
satisfaction of the service provided such as timeliness, quality and professionalism. 
Customers are asked to rate the service between excellent, good, fair and poor. 

A target of 80% was set where overall, audit was assessed as good or better. The latest 
results as summarised below, shows that the target has been exceeded, with the score of 
96.7% reflecting Internal Audit as being a positive support to their service.
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In addition, the following positive comments have been received from our customers:

 The quick response to my request for an audit.  One key major positive which emanated 
from this review that I would also like to highlight, was the speed of response and the 
timeliness of the completion of the review, which was focused, current and highlighted 
some excellent findings and recommendations which has undoubtedly helped the 
service area in implementing its future management arrangements.

 The auditor’s professionalism, ensuring that I understood the proposals which left me 
with scope around when and how the information should be gathered.  The result was 
that staff did not feel 'done to' and contributed to the process.

 The support I get from Audit is always excellent.

 The auditor was highly professional and worked in a positive manner with school staff 
during the audit. 

 The sensitive and personal support from the auditor.

 We appreciated the professional and positive way in which the auditor worked with us.

 The auditor was very friendly and professional.

 Discussion about the scope in advance was useful, as particular areas of difficulty or 
effectiveness could be identified for the auditor.
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 The opportunity to provide input very early on in the process - before initial drafting, 
meant key points and issues where brought to the fore more rapidly. 

 I wanted to pass on how impressed I, and the entire team, have been with the auditor’s 
approach. Several members of staff have commented on her effectiveness in 
challenging processes and gaining such a good understanding of a very complex area. 
She was also very responsive and particularly sensitive to the pressures within the team 
and adapted her approach accordingly. She worked well with staff members and 
challenged in an appropriate and effective manner. Please do pass on my thanks to the 
auditor.

 It was an effective piece of work but I thought particularly so as the time was taken at 
the start to appreciate the concerns from various perspectives and then make sense of 
them during the audit.

 I have really appreciated the work of the audit team.

 Very thorough and professional approach .I was given every opportunity to seek 
clarification and receive answers to my queries or concerns.  

 Very helpful and realistic approach to the environment being audited.  

 I have to say that I have nothing but positive feedback in the way that the auditor dealt 
with the whole process.  She communicated clearly with me throughout the whole 
process and was clear about the steps to be taken after the audit. She had a good 
rapport with staff and ensured there was little disruption.

Lessons Learned from customer feedback and actions taken by Internal Audit

The Chief Internal Auditor reviews all client feedback survey forms and where a less than 
good rating has been provided by the client, a discussion is held with the both the relevant 
auditor and the manager to establish the rationale behind the rating and where appropriate 
actions are taken to address any issues highlighted. 

Over the years, improvement areas include, shorter, more focused internal audit reports, 
enhanced opening meetings i.e. to provide more information on the role of internal audit, 
ensure we fully consider the risk and the subsequent proportionality of the recommended 
controls and a timelier turnaround of audit reviews. 



Appendix 1 Appendix 2

18

Completed Internal Audit Activity during the period April – June 2015

Summary of Limited Assurance Opinions on Control 

Service Area: Communities and Infrastructure

Audit Activity: Public Transport Contracts – Decision making

Background
In 2013/14, against a budget of £9,894,984, the Integrated Transport Unit (ITU) reported an 
overspend of £139,420. Following a forecast budget overspend of £176,000 in November 
2014, Internal Audit was asked to review and challenge the robustness of the forecast 
together with the decision making process applied by the Integrated Transport Unit (ITU) to 
new, revised and re-tendered contracts. 

Scope
The objectives of the audit were to:

 Establish the level of, and reasons for, the forecast budget over spend for 2014/15;

 Establish the decision making and authorisation process for the tendering and award 
of contracts; and

 Establish the effectiveness of the contract planning and monitoring process, with 
particular reference to the forward plan of contracts expiring and due to be re-
tendered.

Risk Assurance – Satisfactory

Control Assurance – Limited

Key findings
 The budget forecast information, as at March 2015 (year-end), shows that the ITU 

had a budget underspend of approximately £28,000. However, discussions with 
Strategic Finance highlighted that the 2014/15 ITU budget included a provision of 
£450,000 to cover costs of a new scheme for concessionary fares for apprentices 
and Children in Care. However, the take up of the scheme to date has been slow and 
has used less than half of that allocation. Without this funding, the budget forecast 
reported in March would have been an overspend in the region of £225,000.

 The Scheme of Delegation (part of the Council’s Constitution) details the officers who 
have been authorised powers of delegation, and the limits that apply to that 
delegation. During discussions the ITU staff demonstrated their experience and 
understanding of the Public Transport contract process, particularly in relation to both 
the background of the current live contracts and the proposals for up-coming 
changes (variations and extensions). From the sample of contracts reviewed, it was 
confirmed that these had been authorised in accordance with the scheme of 
delegation.
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 The ITU management are experienced and knowledgeable in their field (and from 
their perspective have a clear understanding of the rational to support their decision 
making), however, the documentation to support this rational is not consistently held. 
From an Internal audit perspective, the process would benefit from all of the 
documentation relevant to a particular contract being stored in one location, enabling 
the process to be followed from the point at which the need for the service is 
identified through to the issue of the contract and subsequent changes. 

 When new contracts are issued, the contract is sent out as a hard copy to the 
successful contractor and when returned is sent to GCC Legal Services to be sealed. 
After this point, there is no formal process for the retention of the contract 
documentation, with some contracts being held in Legal Services and others being 
held in the ITU. 

 Whilst there is a process in place for recording when a contract is issued and when 
the signed copy is returned there is no proactive approach to chasing contracts that 
have not been returned. For example, as at 11th February 2015, one contract which 
started 10th November 2014 and was due to expire 13th February 2015 had still not 
been returned to the ITU. The lack of a defined process could result in contracts 
going astray without anyone noticing which could be critical in the event of any legal 
challenge being made against the Council by the contractor or vice versa.   

 In addition, it was found that eight of the 11 contracts/variation/extension reviewed 
during the audit had been raised retrospectively, and in one case this was 11 months 
after the contract start date. 

The current contract monitoring and administrative processes to identify those contracts 
due to expire needs to be improved in order to effectively monitor and manage all 
contracts, particularly those that are nearing their expiry date. This should include a review 
of existing work flow processes and expected time-frames in order to significantly reduce 
the number of contracts (including extensions and variations) that are being signed 
retrospectively.  

If the ITU is to meet the requirements detailed in the Officers Scheme of Delegations (and 
the ‘Guidance Note to Executive Decisions Taken by Officers’), it is imperative that 
improvements are made in respect of how decisions (including the rationale behind them) 
are formally recorded in a consistent manner. 

Actions taken by Management

Management responded positively to the recommendation made and following the issue of 
the report, a Public Transport Hub has been formed. This hub, made up of the key decision 
makers responsible for public transport contracts within the ITU and Commissioning, will 
meet monthly. However, it is also recommended that senior management attend the 
next meeting of the Audit and Governance Committee and is requested to provide an 
update on the action taken in relation to each recommendation made.
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Summary of Satisfactory Assurance Opinions on Control

Service Area: Communities & Infrastructure

Audit Activity: Parking - Virtual Permit and Pay by Phone Service

Background
In 2007, Gloucestershire Constabulary withdrew from parking enforcement and with the 
agreement of the District Councils; GCC secured approval from the Department for 
Transport to decriminalise parking enforcement within its boundaries. As a consequence, 
decriminalised parking was introduced into all Districts with the on-street parking services 
delivered by each District through an Agency Agreement. In March 2012, Cabinet resolved 
to end the Agency Agreements in order to consider alternative models of delivery 
specifically aimed at improved efficiencies and customer service. The new arrangements 
became effective from 1st April 2013 with the 7 year contract estimated to be worth in the 
region of £50m gross. The new arrangements require contracts for:

 Enforcement activities, the collection of Parking Charge Notice (PCN) and Pay and 
Display income, plus the administration capability to manage these processes on 
behalf of GCC; 

 The back-office software; and 

 A Virtual Permit Scheme and "Pay by Phone" service. 

Scope
In October 2013, the council awarded a contract to provide the Virtual Permit Scheme and 
"Pay by Phone" services for Gloucestershire. The contract commenced on 15th November 
2013 for an initial period of 5 years with an option to extend by a further period of 2 years. 
The objective of this audit is to review the effectiveness of the contract monitoring 
arrangements with the provider. In particular to provide assurance that the:

 Arrangements established by the service are aligned with the Council’s Contract 
Management Framework;

 Income collected by the contractor from the processing of Virtual Permits and 
Cashless Parking is subsequently received by GCC and is correctly accounted for; 

 Payments due/made to this contractor are in accordance with the agreed terms and 
conditions; and

 The performance metrics agreed with the contractor are being met or exceeded.

Risk Assurance – Satisfactory

Control Assurance – Satisfactory
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Key findings
 Under the Council’s Contract Management Framework, this contract is currently 

placed within the “platinum” segment due to its inter-relation with two other on-street 
parking related contracts and its high income / Business Criticality to GCC. 

 The contract requires GCC to invoice the provider with the gross amount of income 
collected under the contract and for the provider to submit an invoice to GCC for their 
charges. In practice prior to April 2015 the provider has been sending a remittance to 
GCC for the net income and no invoices have been exchanged.

 The expected income from this contract (based upon the reports received from the 
provider) is being closely monitored by the GCC Parking Manager. Between 15th 
November 2013 (commencement of contract), up to 28th February 2015 income circa 
£716k has been remitted to GCC. 

 The amount paid to the contractor is in accordance with the terms and conditions of 
the contract.

Overall the contract awarded by the Council to provide for the administration and issue of 
virtual parking permits and a “Pay by Phone” service for on-street parking is working well. 
That said, from an internal GCC perspective there is a need for the Parking Manager (as 
contract manager) to consider further strengthening the contract management arrangements 
by:

 Further aligning the contract management arrangements to meet the minimum 
expectations of the GCC Contract Management Framework, particularly around 
performance management and risk management;

 Ensuring that the provider does not deduct their charges at source with both gross 
income and charges being correctly accounted for in SAP;

 Assessing the validity and accuracy of the System Overview Report(s) as a 
mechanism to assess / monitor the income anticipated under this contract; and 

 Reviewing the KPIs for the contract to confirm they are still appropriate and to 
instigate formal monitoring of the provider’s performance against these metrics. 

Actions taken by Management

Management responded positively to the above recommendations made in relation to the 
above findings.
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Service Area: Strategic Finance

Audit Activity: Debit Payment Cards on Imprest Accounts
Background
The Council has received a number of queries about the possibility of using payment cards 
in conjunction with imprest accounts.  As a result, a pilot programme was set up which 
involved a number of schools.  Internal Audit was requested to provide assurance on 
compliance with the agreed processes before the programme is rolled out to other schools.

As most schools are ‘central’ schools, i.e. they do not have their own bank account, they are 
unable to buy items via the internet.  However, this purchasing route could provide schools 
with more choice and subsequently better value for money.  The decision to offer debit cards 
has therefore been welcomed by schools.

Scope
The objective of the audit was to review the adequacy of the controls in place at the schools 
regarding the use of debit cards, to ensure that they are operating as intended.

Risk Assurance – Substantial

Control Assurance – Satisfactory

Key findings
Seven schools were taking part in the pilot at the time of the audit, and four were selected as 
a sample to visit.  The main issues were:

 The Chair of Governors at the schools has to approve the application for a debit card, 
but it wasn’t clear whether all Governors at the schools were aware that an 
application had been made for a card.

 At three of the schools the card is in the name of the Headteacher, however at one of 
these schools it is the Administrator who uses the card and at another it can be the 
Headteacher, Assistant Headteacher or Business Manager.  The card should only be 
used by the person who is named on it.

 Training had not been offered when issuing the cards and although not everyone said 
they would need training, one of the Administrators was unaware of the need for 
reconciliation of the petty cash account. 

Actions taken by Management

Management responded positively to the recommendations made in relation to the above 
findings.
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Service Area: Children and Families

Audit Activity: Youth Offending Service-Risk Management Arrangements

Background
Since April 2013, Prospects Services have been commissioned by GCC to provide the 
Youth Offending Service (YOS), part of a contract for the provision of the wider Youth 
Support Team (YST), worth £6m per annum. YOS aims to prevent young people from 
offending and/or re-offending, to safeguard the welfare of young people and to protect the 
public. The justice system for dealing with offending by young people is different and largely 
separate from that for adult offenders, with greater emphasis on preventing offending and re-
offending with a wider range of ways of dealing with those who do offend.

Scope
The objectives of this review were to ascertain the effectiveness of the risk management 
arrangements operating within the service; in particular to:

 establish the risk management process within Prospects Services, and ascertain 
whether they are compatible with those of GCC;

 establish whether Prospects can demonstrate good risk management principles, 
through a written strategy/policy;

 establish how risk assessments are undertaken, by whom and how often; and

 ascertain how risks are identified, managed and monitored by Prospects, escalated 
and/or reported to GCC, as appropriate.

Risk Assurance – Substantial

Control Assurance – Satisfactory

Key findings
The Risk Management Policy and Procedures documentation address core enterprise risk 
management principles, and internal audit scrutiny of the processes to assess, report, 
escalate, and establish interventions to manage risks, would confirm compliance with those 
principles and expectations of the Council.

Overall, the risk management arrangements within the service are robust. One 
recommendation has been made with regards to the review dates, for both the Risk 
Management Policy and the Risk Management Procedures. Regular review and update of 
this documentation will ensure that arrangements remain robust and pertinent.

Actions taken by Management

Management responded positively to the recommendation made.
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Service Area: Children and Families

Audit Activity: Libraries

Background
Libraries operate self-service machines, which members of the public use. Use of these 
machines is not restricted to recording books in and out; cash can also be paid via these 
machines for library services such as hiring of library materials, reservations, fines etc.  

Three libraries were selected for review, one the busiest library in the county employing staff 
on a rota system to include the handling of cash payments, with different individuals 
responsible for the banking procedures, and two libraries located further afield where, due to 
the local nature of the service, it is possible that local customs and working practices have 
developed and these ‘practices’ may not be reflective of the Council approved policies and 
procedures.

Scope
The objectives of the audit were to establish whether:

 the current Library Financial Procedures and security arrangements are robust and 
being applied in practice; and

 cash received is banked intact and using the correct cost centre, General Ledger 
codes and VAT markers.

Risk Assurance – Satisfactory for all three libraries

Control Assurance – Satisfactory for all three libraries

Key findings
Overall the systems and processes for the risk identification and control of cash handling 
within the Libraries are working well. 

Internal Audit visited the libraries during February and March 2015. As a result of 
observations made during the visits, discussions with staff and testing undertaken, areas for 
improvement in some of the controls associated with the cash handling and banking 
processes were identified. Recommendations were made to strengthen the existing systems 
and processes in order mitigate the risk of the theft of cash and to ensure that the full 
amount of cash taken matches the amount banked. 

In addition, having reviewed the current Library Financial Procedures (dated December 
2014) it was found that they would benefit from being updated as follows:

 The inclusion of cross-referencing to GCC policies and guidance and where possible, 
the insertion of links to the relevant documents; and  

 Clarification on the amount to be used as the till float. The audit identified 
discrepancies between the amount that staff should be using as the till float, as 
detailed in the Procedures, and the actual amount being used. 
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Actions taken by Management

Management responded positively to the recommendations made in relation to the above 
findings.

Service Area: Children and Families

Audit Activity: Schools

Scope
The Council’s Chief Financial Officer (S151 Officer) is required to submit an annual return 
confirming that there is a system of audit in place for Local Authority (LA) maintained schools 
which gives adequate assurance over their standards of financial management and the 
regularity and propriety of their spending. Whilst Internal Audit provides independent 
assurance as to the effectiveness of these financial management arrangements within the 
schools audited, the S151 Officer also gains assurance from other teams, such as the 
Schools Finance Officers within Strategic Finance.

Internal Audit’s activity within schools is prioritised based on risk and as such, 8 schools 
were visited during 2014/15 (1 Special school, 6 Primary schools and 1 Secondary school). 
Individual reports were issued to each school where a mixture of high and medium priority 
recommendations were made.

Risk Assurance – 7 schools were given Satisfactory assurance; 1 school was given 
Substantial assurance

Control Assurance – 6 schools were given Satisfactory assurance; 2 schools were 
given Substantial assurance

Key findings
Listed below are the common themes that were identified as improvement areas as well as 
some issues that were unique to the individual schools visited.  

 Governance arrangements;
 Budget and banking;
 Procurement;
 Cash income;
 Payroll; and
 Inventory/asset management

Actions taken by Management

Schools Management responded positively to the recommendations made in relation to the 
above findings.

In addition, Internal Audit has produced a newsletter which contained a summary of common 
audit findings/themes identified as requiring improvement, which was circulated to 
Headteachers and Governors via ‘Heads Up’, ‘What’s Up Gov’ and placed on Schoolsnet, in 
order to help improve the control environment.
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Summary of Substantial Assurance Opinions on Control

Service Area: Children and Families

Audit Activity: Data Collection and Collation

Background
Since 2013 young people have been under a duty to participate in education or training until 
the end of the academic year in which they turn 17.  Local authorities have a responsibility, 
as identified in the Education and Skills Act 2008, to identify “young people in their area who 
are covered by the duty to participate and encourage them to find a suitable education or 
training place” and to “maintain a tracking system to identify 16 and 17 year olds who are not 
participating in education or training”, or who are at risk of not doing so.

Gloucestershire County Council (GCC) receives data from a number of sources, e.g. schools 
and colleges, and this data has to be collected and collated so that appropriate action can 
be taken in relation to the above responsibilities.  The data is collected on behalf of GCC by 
Prospects Services Ltd (Prospects), the authority’s commissioned provider for youth support, 
and is entered onto the Client Caseload Information System.

Risk Assurance –  Substantial

Control Assurance – Substantial

Scope
The objectives of the audit were to:

 review the effectiveness of the process in place for the collection of pupil data;

 review the adequacy of the security controls in place over the transfer of data 
between schools, Prospects Services Ltd and GCC, and that data received is held 
securely; and

 review the quality and accuracy of the data received and establish what GCC is doing 
with the information to take action in terms of its statutory responsibilities.

Key findings
When the audit commenced, the required data from schools and colleges was entered onto 
a spreadsheet, which was password protected, and then submitted to Prospects via email.  
However, it had been established that a more secure system was needed and Prospects 
was in the process of setting up a secure portal for submission of data.

The Education and Skills Act 2008 also “places a duty on educational institutions to provide 
information to local authorities in order for them to deliver their duties”.  In this respect, 
Prospects has drawn up a Specific Information Exchange Agreement (SIEA) for each data 
provider to sign, formalising the process between the data providers and Prospects and 
detailing what information is required from the providers and when they need to submit it.  
This will enable Prospects to actively monitor those not in education, employment or training.
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The audit identified that data is being submitted and held securely.  The quality of data is 
good and is being used to monitor those not in education, employment or training. As a 
result, no recommendations were made as a result of this review.  

Summary of Consulting Activity and/or support provided where no opinions 
are provided

ICT Service Specification Advice

As part of the 2014/15 internal audit plan, The Internal Audit Association (TIAA) our recently 
appointed ICT auditors, undertook a piece of consultancy work in relation to the procurement 
of new piece of software in respect of a Finance Social Care Solution. They were asked to 
review the proposed questions included in the Invitation to Tender and feed back their views 
to the project manager. The ICT auditor subsequently provided his specific comments on the 
relevant sections of the ITT.

Active Together
£2.65m has been made available for a grant funded scheme called ‘Active Together’. This 
will support Gloucestershire County Councillors in the prioritisation and delivery of sport and 
physical activity in communities within Gloucestershire.  

A proportion of the funding (£530,000) is to be pooled at district level to fund healthy projects 
and healthy living campaigns in Gloucestershire’s disadvantaged communities. 

This will leave a £40,000 allocation for each elected member. Eligible voluntary, community 
groups and not for profit organisations will be able to apply for this funding to support the 
delivery of sport and physical activities/projects.

Internal Audit has been actively involved in supporting the development of the governance 
arrangements for this scheme; to ensure that there are robust systems and processes in 
place for the administration and monitoring of grant applications.

Contract Management Framework Implementation Group
As a commissioning organisation 70% of the Council’s income flows back out to external 
third party service providers and it is anticipated that this will increase further in the 
forthcoming years.

Within its Commercial Vision the Council has set out its intention to develop a robust 
framework for the effective governance of commissioning, procurement and contract 
management arrangements. 

Internal Audit has been actively involved in supporting the project working group, providing 
professional risk and control advice, support and challenge as the new arrangements are 
being developed for the contract management framework. The work of the group is still 
ongoing and Internal Audit will continue to support the project throughout 2015-16.
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Electronic Call Monitoring
Learning disability services are delivered in partnership with the Clinical Commissioning 
Group. The partnership currently spends circa £21 million per year on Learning Disability 
supported living care which is being delivered by approximately 64 service providers.

The Council is implementing an electronic call monitoring system that can provide a 
transparent view to both the Council and Providers of the delivery of the services 
commissioned.

Internal Audit has been actively involved in supporting the project working group, providing 
professional risk and control advice, support and challenge as the new arrangements are 
being developed to ensure that these include robust systems and processes for effective 
contract monitoring. The work of the group is still ongoing and Internal Audit will continue to 
support the project throughout 2015-16.

Locality Panels
The demand for external care services for adults within Gloucestershire has, for number of 
years now placed significant pressure upon the Council’s Adult Services External Care 
Budget.  

Since 2009, Internal Audit has conducted a series of independent reviews within this area, 
whilst the focus of this piece of follow-up work, was to establish what the current governance 
arrangements are for locality decision making and escalation procedures and to identify any 
variations in the processes being operated between each locality.

The review highlighted a number of areas that need to be duly considered as part of the 
future management of this pressurised budget. Internal Audit have made suggested 
improvements for standardising processes and strengthening the governance and internal 
control environment which have all been fed into the management reviews in this area.

Re-commissioning Brandon Trust 
Planning for the re-commissioning of the Brandon Trust contract is a commissioning priority 
to support the delivery of the Building Better Lives Policy 2014-2024. In order that the 
Council’s future commissioning intentions are realised it has been agreed that the current 
contract will be terminated in 2016.  

Internal Audit are supporting the project working group, providing professional risk and 
control advice, support and challenge as the new arrangements are being developed to 
ensure that these include robust systems and processes for effective contract monitoring. 
The work of the group is still ongoing and Internal Audit will continue to support the project 
throughout 2015-16.

Adult Case Review – Supported Living Home X
The Gloucestershire Safeguarding Adults Board carried out an adult case review into sexual 
assaults and financial abuse committed against vulnerable adults in a supported living home 
in Gloucestershire. Internal Audit were required to produce an Individual Management 
Report (IMR), to support the independent author in their production of a summary report that 
brought together the analyses of the findings of various IMR reports from partner agencies in 
order to make recommendations for future action.
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NEW Requirement - Local Government Transparency Code 2015

Introduction

This Code is issued to meet the Government’s desire to place more power into citizens’ 
hands to increase democratic accountability and make it easier for local people to contribute 
to the local decision making process and help shape public services.  Transparency is the 
foundation of local accountability and the key that gives people the tools and information 
they need to enable them to play a bigger role in society.  The availability of data can also 
open new markets for local business, the voluntary and community sectors and social 
enterprises to run services or manage public assets.

Detecting and preventing fraud (taken from Annex B of code)

Tackling fraud is an integral part of ensuring that tax-payers money is used to protect 
resources for frontline services.  The cost of fraud to local government is estimated at £2.1 
billion a year.  This is money that can be better used to support the delivery of front line 
services and make savings for local tax payers.

A culture of transparency should strengthen counter-fraud controls.  The Code makes it clear 
that fraud can thrive where decisions are not open to scrutiny and details of spending, 
contracts and service provision are hidden from view.  Greater transparency, and the 
provisions in this Code, can help combat fraud.

Local authorities must annually publish the following information about their counter fraud 
work 1 (as detailed for GCC) in the table below:

Council wide fraud and irregularity activity relating to 2014/2015 including Internal 
Audit (IA) activity

Question GCC Response

Number of occasions they use powers under the Prevention of Social 
Housing Fraud (Power to Require Information) (England) Regulations 
2014, or similar powers.

N/A

Total number (absolute and full time equivalent) of employees 
undertaking investigations and prosecutions of fraud.

1.5FTE (IA only)

Total number (absolute and full time equivalent) of professionally 
accredited counter fraud specialists.

2.45FTE (IA only)

Total amount spent by the authority on the investigation and 
prosecution of fraud.

IA = £58,213

Other service areas 
= £11,190

Total number of fraud cases investigated. 22

1 (The definition of fraud is as set out by the Audit Commission in Protecting the Public Purse). 
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In addition to the above, it is recommended that local authorities should go further than the 
minimum publication requirements set out above (as detailed for GCC) in the table below.

Question GCC 
Response

Total number of cases of irregularity investigated. (Both IA and other 
service areas)

43

Total number of occasions on which a) fraud and b) irregularity was 
identified.

a) 22

b) 42

Total monetary value of a) the fraud and b) the irregularity that was 
detected.

Some cases 
are still being 
quantified/value 
of fraud 
evaluated; 
some values 
have not been 
provided

Total monetary value of a) the fraud and b) the irregularity that was 
recovered.

a) £3,700

b) £33,440

Full details about the code and its requirements can be found at: 
http://www.local.gov.uk/practitioners-guides-to-publishing-data

http://www.local.gov.uk/practitioners-guides-to-publishing-data

