
Gloucestershire County Council’s Internal Audit function conforms to the International Standards 
for the Professional Practice of Internal Auditing.

Audit and Governance Committee
Date: 25th September 2015 Agenda No:

Title of Report: Internal Audit (IA) activity progress report 2015/2016

Purpose of Report: To inform Members of the progress of Internal Audit activity in relation 
to the 2015/2016 Internal Audit Programme and provide a progress 
report in relation to those audits undertaken during the period June to 
September 2015.

Recommendations: It is recommended that the Committee:

1. Notes the amendments to and progress against the 2015/2016 
Internal Audit Programme; 

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 Provision of Care 
and Support - Extra Care Housing Schemes and the exempt 
limited assurance audit reports; and

3. Assurance opinions provided in relation to the effectiveness of the 
Council’s control environment comprising risk management, 
control and governance arrangements as a result of the internal 
audit activity completed to date.

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. 
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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”. Within Gloucestershire County Council the 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 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. 

(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 advising the 
organisation that these 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 standards is that the Chief Internal Auditor should 
provide progress reports on internal audit activity to those charged with governance. This 
report summarises:

 the progress against the 2015/2016 Internal Audit Programme, including the 
assurance opinions on the effectiveness of risk management and control processes;

 the outcomes of the Internal Audit activity during the period June to September 
2015; and

 special investigations/counter fraud activity.
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(4) Progress against the 2015/2016 Internal Audit Programme, including the 
assurance opinions on risk and control

The schedule provided at Appendix 1 provides the summary of 2015/16 audits which have 
not previously been reported to the Audit and Governance Committee, including, very 
importantly, three limited assurance audit opinions on control.

The schedule provided at Appendix 2 contains a list of all of the audit activity undertaken 
during 2015/2016, 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 satisfactory 
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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(4a) Summary of 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 in relation to 
the audit activity undertaken during the period April to September 2015.
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(4b) 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. 

(4c) Audit Activity where a Limited Assurance Opinion has been provided on 
Control

During the period June to September 2015, three audit reviews has been provided with a 
limited assurance opinion on control which relates to Extra Care Housing Schemes, 
Gloucestershire Music and the exempt limited assurance report (pages 5 - 8 of this report).

It is important to note that whilst a limited assurance opinion has been provided in these 
instances, management have responded positively to the recommendations made and 
actions are being taken to address them.

(4d) Satisfactory Control Assurance Opinions

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

(4e) Internal Audit Recommendations

During the period June to September 2015 Internal Audit made, in total, 39 
recommendations to improve the control environment, 14 of these being high priority 
(fundamental) recommendations (100% of these being accepted by management) and 25 
being medium priority (significant) recommendations (100% accepted by management). 

The Committee 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. 

(4f) Risk Assurance Opinions

There were no limited assurance opinions on risk during the period June to September 2015. 

Where limited assurance opinions on risk are provided, the reports are given to the 
appropriate risk champion to ensure that the risks highlighted by Internal Audit are placed on 
the service areas risk register. 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. 

In addition, the Corporate Risk Management Team is provided with the Internal Audit reports 
where a limited assurance opinion is provided, to enable their prioritisation of risk management 
support. 
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Completed Internal Audit Activity during the period June to September 2015

Summary of Limited Assurance Opinions on Control

Service Area: Adults 

Audit Activity: Provision of Care and Support - Extra Care Housing Schemes
Background
The Council has a series of contracts in place for the provision of domiciliary care and 
support within extra care housing schemes where actual payments made during 2014/15 
were circa £1.63m.  For the purposes of this audit, the contracts reviewed were limited to 
three providers and six housing schemes.

Invoice payments for the above are authorised under delegated powers by the Care 
Services Finance Team. Their concerns were that the invoices and supporting 
documentation were not adequate to allow the invoice charges to be validated against the 
service user records within ERIC (the Council's electronic social care record) and the terms 
and conditions of the contracts.

Scope
The objectives of the audit were as follows:

 To review the current contracting arrangements to ensure that they are robust and 
that the contracts are fit for purpose; and 

 To review the processes in place for validating invoices to ensure that payments 
made under the contracts are in accordance with the contractual payment terms and 
the service user records on ERIC. 

Risk Assurance –  Satisfactory

Control Assurance – Limited

Key findings

Contractual arrangements
The sample of contracts that were reviewed all expired on different dates between 2012 and 
2013.  There is currently no evidence of proactive contract management and no formal 
contract variations have been put in place to extend the terms or the prices of the contracts.

In October 2014 Commissioning informally extended the current arrangements on a three-
month rolling basis whilst discussions are on-going with the sector for the re-tendering of 
community-based personal services.  Domiciliary care in extra care housing schemes will be 
included in the re-tendering exercise.  

Invoicing and payment systems
Based on the sample testing that was undertaken, the information received from the 
providers was adequate and enabled a check to be carried out between the service user 
records on ERIC and the terms and conditions of the contracts. 
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Discrepancies were often identified between the actual care provided and the care packages 
on ERIC but once resolved between the social workers and the providers, it would be 
possible to validate the invoices and authorise them for payment.

The following issues and inconsistencies were also identified as part of the testing:

 Invoice charges are not always in line with the contractual terms and conditions;

 Hourly rates on ERIC do not always match the contractual hourly rates/rates being 
paid to the providers;

 Invoices and supporting documentation from the providers are all being submitted in 
different formats;

 Different teams are taking responsibility for validating the invoices;

 Payments to the providers are being made in different ways;

 Only one out of the three provider invoices is being checked before payment;

 Some invoices are being paid without validation whereas others have not been paid 
for over two years on the grounds that they cannot be validated.  These latter 
invoices, if paid, will have an impact on the 2015/16 budget of circa £170,000; and

 Discrepancies within ERIC are not being identified and corrected.

The above has led to overpayments to the providers and a failure to invoice the service 
users for the correct cost of their care.  The exact amount is difficult to estimate due to the 
uncertainties that exist around the contractual arrangements but it could be in excess of 
£380k from September 2010 to date and this is only for the testing that was undertaken in 
relation to this audit.  

The contracts for the provision of domiciliary care in extra care housing schemes have not 
been well managed and have been allowed to expire without new arrangements being put in 
place.

The providers do submit supporting documentation with their invoices that would allow the 
invoices to be validated prior to payment but these checks have not been carried out in the 
majority of cases.

Invoicing, authorisation and payment systems are inconsistent across all the providers which 
has led to inefficient practices and significant overpayments to providers.

Actions taken by management

Management has agreed to address all of the contractual issues that have been identified as 
part of this audit to ensure that future arrangements for contract management and 
monitoring are aligned with the Council’s corporate contract management framework and 
agreed to address the issues in relation to the invoicing and payment systems and will also 
be making a decision as to whether:
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 Any overpayments should be recovered.

 Incorrect charges currently being made by the providers will be allowed to continue 
going forward.

 A further exercise should be undertaken on the extra care housing contracts that 
were outside the scope of this audit in order to determine whether there are any 
additional overpayments that will need to be addressed.  

Due to the significance of the findings emanating from this review, Internal Audit will 
undertake a further review during 2016/17; to determine if the agreed management actions, 
to address the issues identified, have been enacted.

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. 

Service Area: Children and Families

Audit Activity: Gloucestershire Music
Background
Gloucestershire Music provides a music service to schools and young people which includes 
whole class music lessons, music groups and instrument hire.

Gloucestershire Music does not receive any funding from Gloucestershire County Council 
but is funded by a mixture of grants and income from its activities.  The majority of the 
income comes from the grant, but the instrument hire and membership of music groups form 
the other main sources of income.

Scope
The objective of the audit was to review the effectiveness of the controls in operation at 
Gloucestershire Music with regard to Income; Instrument Inventory; Staffing; and Data 
Security.

Risk Assurance – Satisfactory

Control Assurance – Limited

Key findings

The key findings and associated recommendations cover the following areas:

 The shared working arrangements were an area of concern as there were no formal 
agreements in place, therefore, it is important to ensure that formal agreements are 
in place with regard to the work provided by Gloucestershire Music staff to Swindon 
Music Service and the Music Hub;

 Reviewing the agreement with Swindon Music Service for instrument repairs;

 Enhancing the controls over the collection of cash, banking and debt management. 
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Although, a new bespoke system for music services will be purchased in the near 
future and should be in place by November 2015. This should improve the 
management of any future debts; 

 Ensuring, where possible, that the cost of events is covered by income received;

 Enhancing the inventory maintenance and monitoring process;

 HR to be consulted with regard to music teachers’ salaries to ensure they are in line 
with tutors elsewhere, as well as GCC’s own terms and conditions; and

 Claim forms should be signed by the claimant and appropriately authorised.

Actions taken by management

All of the above recommendations have been fully accepted by management and Internal 
Audit has subsequently been informed that following the audit, the shared arrangements with 
Swindon were terminated. A Service Level Agreement has been put in place to clarify 
services provided to the Music Hub by staff employed by Gloucestershire Music and 
Gloucestershire Music will continue to offer instrument repair services to Swindon, but 
through a formal contract arrangement. 

However, due to the significance of the findings emanating from this review, Internal Audit 
will undertake a further review during 2016/17; to determine if the agreed management 
actions, to address the issues identified, have been enacted.
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Summary of Satisfactory Assurance Opinions on Control

Service Area: Enabling and Transition

Audit Activity: Manual Authorisation of Creditor Payments  

Background
The Council’s financial system was replaced by SAP in November 2007. Prior to this, payment 
of invoices was made by attaching ‘pink slips’ to invoices. The pink slip had a dual purpose of 
coding the expenditure and authorising the payment. The SAP procurement module enables 
orders to be raised electronically by a shopper and authorised by the budget holder, through 
workflow. All purchasing should be made through the procurement module however certain 
areas of the business and certain types of expenditure were granted exemption from using the 
system and continued/continue to use pink slips.

Scope
The objectives of the audit were to:-

 Ascertain which areas of the business are still using pink slips;

 Review areas approved as exempt from using the SAP ordering and goods receipting 
process;

 Review areas not authorised to use pink slips; and 

 Review areas using retrospective orders. 

Risk Assurance – Satisfactory

Control Assurance – Satisfactory

Key findings

Internal Audit analysed expenditure in 2012/13 and 2013/14 and found that pink slips are used 
extensively throughout the business with approximately one third of all invoices, by both volume 
and value being processed this way. Other payments were made using the SAP procurement 
module (approximately one third) and directly through interfaces from other systems 
(approximately one third).

Only a small proportion of payments made using pink slips related to items included on the 
exemption list. Internal Audit reviewed a number of areas that use pink slips, to find out why they 
were not using SAP procurement. Service areas were also reviewed who had started to use 
SAP procurement to understand how they had made the transition. It was found that there will 
always be a requirement for a method of payment by pink slips however, this could be 
significantly reduced. 

The use of SAP procurement creates a commitment in the system, which aids accurate budget 
monitoring and creates year end creditors.
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Whilst attaching a ‘pink slip’ is often a quicker and simpler method of passing an invoice for 
payment, the controls over authorisation of both orders and payments are not robust.

With continuing cuts in resources it is essential that the Council ensures that its administrative 
processes are efficient and cost effective. Consequently Internal Audit have recommended that 
a project team, drawn from Finance, the Business Service Centre  and Commercial Services is 
set up to review the use of pink slips, suggest new ways of working and create a revised 
exemption list, for cases where alternative methods are not practical. This list should be 
regularly reviewed and updated and consideration should be given to how it will be enforced.

The team should be mindful of other initiatives/projects across the authority such as electronic 
call monitoring, e-invoicing, purchase to pay (P2P) reviews which may have the effect of 
reducing the use of pink slips, negating the need for the project team to review certain 
payments. 

Actions taken by management

Management have responded positively to the recommendations made and a working group 
has been created and are reviewing the processes and risks. The group will focus on SAP as 
the primary method for procurement, with the goal of reducing pink slip numbers. Commercial 
services have already made progress on reviewing and reducing the number of approved 
exemptions.

Service Area: Strategy and Challenge

Audit Activity: Corporate Complaints – follow-up review

Background
The Council’s Customer Programme is designed to improve the efficiency and consistency 
of the customer experience across GCC. Part of the programme has included a review of the 
Council’s corporate complaints policy and procedures. The Garbutt report that was produced 
on the Cotswold Water Park identified that the complaints system needed to be 
strengthened which resulted in a new policy being implemented from 01/04/2013.

During 2013/14 an audit of the new corporate complaints policy was undertaken. Although 
the audit was able to confirm that the corporate complaints policy was in operation, there 
were a number of areas that were still under development and required further attention. As 
a result, a follow-up audit was planned to provide assurance that the identified improvements 
had been implemented.

Between July 2014 and the date of the audit there were 26 Stage 1 open complaints (not yet 
resolved), 154 Stage 1 closed complaints (resolved) and 14 Stage 2 closed complaints 
(resolved) from which a sample was selected for testing.

Scope
The objectives of the audit were as follows: 

 To review the implementation of the agreed recommendations from the audit that 
was undertaken during 2013/14; and 
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 To ensure that any complaints that are within the scope of the corporate complaints 
policy (including vexatious complaints), and that had been received by GCC between 
July 2014 to the date of the audit, had been dealt with in accordance with the policy.

Risk Assurance – Substantial

Control Assurance – Satisfactory

Key findings

Four recommendations were made in the previous audit that covered the following areas, 
the structure of the Complaints team; the complaints handling system; responsibilities for 
decision making; on-going training to service areas; and updating the procedure flowchart to 
accurately reflect the complaints policy for Stage 2 complaints. Apart from the last point, all 
of the recommendations have been addressed, although the following areas still require 
further action:

 The complaints officer appointment is currently temporary and the Complaints team 
structure has not been finalised; and

 A newly developed spreadsheet is being used as the complaints handling system but 
this has limitations and a decision needs to be made as to which bespoke complaints 
handling system should be implemented.

In addition, the complaints reports that are prepared for senior management and Members 
should include all corporate complaints and not just those relating to Highways as is the 
current practice.  The two KPIs should also be reviewed to determine whether they are the 
most appropriate statistics that should be reported.

There are a number of vexatious complaints policies across the different areas of GCC 
complaints.  This can lead to confusion as to when to apply a vexatious complaints policy 
and also which vexatious complaints policy should be applied.  This is particularly relevant 
when complaints cross over into the Information Management Service (IMS) due to there 
being an element of Freedom of Information or Data Protection within the overall complaint.  
A decision needs to be made as to the allocation of responsibility for dealing with the original 
complaint.  A corporate vexatious complaints policy should also be developed to ensure 
consistency when applying the criteria for treating a complaint as vexatious.

The overall conclusion from the testing is that the quality of the correspondence with the 
complainants could be improved so that it complies with the recommended wording in the 
acknowledgement and response templates that have been provided.  Whenever non-
compliance with the complaints policy or procedures is detected, the complaints officer 
should provide on-going feedback and training to the service areas.

Although the recommendations from the previous audit have been addressed, they have not 
all been fully implemented.  Senior line management responsibility for corporate complaints 
has yet to be finalised.  This appointment is key for effective corporate complaints 
management going forward.  Once this is in place, decisions can be made as to the structure 
of the corporate complaints team, the complaints handling system that should be 
implemented, any corporate complaints policy amendments that are required and how 
corporate complaints should be reported to senior management and Members.
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Actions taken by management

Management have responded positively to the recommendations made to address the 
above issues.

Service Area: Communities and Infrastructure

Audit Activity: Developers Contributions – follow up review
Background
District and borough councils deal with nearly all planning applications for development. 
However, Gloucestershire County Council (GCC) is responsible for much of the 
infrastructure / services needed to make the built environment function properly. In 2013, 
Internal Audit reviewed the arrangements for negotiating and the monitoring of S106 
agreements and concluded that although there had been some improvement to adopt a 
more joined-up approach the processes remained fragmented. In particular there was 
concern that the system to monitor timely receipt of contributions was ineffective and a need 
to undertake a full review that would include the:

 Clarification of the framework and overall strategy within which contributions are 
sought and strengthen the links with other GCC policy/strategies;

 Clarification of roles and responsibilities;

 Documentation of processes, procedures and controls; and 

 Assessment of required management information. 

The follow-up audit in September 2014 concluded that whilst overall the changes made to 
enhance the control framework had been positive these were in the early stages of being 
embedded in the authority. Further recommendations were made during this review, which 
are summarised below:

 Undertake an assessment of the resourcing needed to negotiate contributions for 
Education, Library and Public Health services and decide where these negotiations 
should be undertaken; 

 Ensure the continuing liaison between services with a view that going forward a 
broad and joined-up approach is adopted in relation to schemes to mitigate 
developments; and

 Review and refresh the policy for seeking performance bonds from developers to 
ensure it remains current and in line with the Council’s priorities.

Scope
The objectives of this follow-up review are to evaluate whether the refreshed framework for 
the negotiation and the subsequent monitoring of a S106 agreement is now effective.

Risk Assurance – Substantial

Control Assurance – Satisfactory
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Key findings

The action taken by management has been very positive. In particular:

 It was agreed that a central database would be used to capture the appropriate 
information of S106 agreements, the chosen solution being to adopt DeF software 
(part of the MasterGov suite of applications) and specifically the Legal Agreements 
module. A number of enhancements to the system (Alert reminder agent, and 
additional fields) have been made with data input ongoing with: 

o All 2014 and 2015 signed agreements have been entered;

o All major agreements identified by Highways have been entered; and

o All triggered agreements with Education and Libraries contributions have 
been entered.

 Management Information and reconciliation reports are currently being developed.

 Additional resources have been agreed within Economic Development and Strategic 
Planning. In particular this has led to the appointment of:

o S106 Monitoring and Compliance Officer.

This officer has been working to identify relevant details for previously 
agreed S106 agreements in order to populate the database with all key 
information e.g. trigger points. The database needs to be accurate and as 
comprehensive as possible with the preparatory work now well advanced. 

o S106 Negotiator.

This officer was appointed in October 2014 to undertake the work re-
allocated from Asset Management and Property Services (AMPS). This 
officer receives notification from the District Council’s case officers of all 
planning applications made which he then assesses the impact any 
development will have on infrastructure.  

 A review has been completed of GCC’s requirements for third party security in 
connection with planning obligations pursuant to Section 106 of Town and Country 
Planning Act 1990. In the past, bonds for S106 contributions have been sought in 
most cases (for the full amount from the outset) which are increasingly difficult to 
justify in the face of government guidance, and a pro-growth agenda. 
The proposed changes seek to adopt a risk based approach to be applied case by 
case.   

 The adoption of a Community Infrastructure Levy (CIL) by the District Councils 
(replaces some aspects of S106 agreements) poses significant risks to the County 
Council’s commitment to ensuring the right levels of infrastructure and services are 
provided for. Senior management are fully aware of the potential implications of CIL 
and have been actively responding to the consultation requests from the district 
council’s and seeking to influence where possible any future CIL arrangements. 
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This evolving risk has been recorded on the Council’s Strategic Risk Register and will 
be closely monitored until the picture becomes clear.

The additional resource directed towards this area, coupled with a repositioning of a number 
of key responsibilities to the Strategic Infrastructure Team has been very positive. 

The S106 Monitoring and Compliance Officer coupled with the new database provide a 
central reference point for S106 agreements and the initial data input is well advanced. 
Provisional work is currently progressing to develop a number of financial summary reports 
and more detailed reports for specific agreements which will provide a more holistic picture 
of the numbers and amounts involved. In this respect this officer will continue to work closely 
with colleagues across the Council to reconcile known agreements and to record in the 
database details of:

 What has been received against what has been negotiated to ensure that any 
outstanding payments are received by the Council.  This has proved very successful 
in recovering income due. 

A payment programme is being agreed with the developers and without the 
intervention from the S106 Monitoring and Compliance Officer the outstanding 
amounts would have never come to light.

 What has been spent against what has been received to ensure that any unspent 
funds are spent/committed in accordance with the obligations and time allowed in the 
agreement. It is therefore possible that this work could identify a contribution(s) which 
may need to be repaid to the developer if this has not been spent / committed within 
the allotted time.

Actions taken by management

Management have responded positively to the further recommendations made.

Service Area: Communities and Infrastructure

Audit Activity: Highways Local  
Background
In October 2012, Cabinet approved a 2-year ‘Highways Local’ trial to allow the Council to 
explore new ways of engaging local members and communities in decisions about priorities 
and funding of works. The trial was initially funded using money set aside in the GCC 
Reserves and from 2014/15 additional funding i.e. £1.06m was included in the Highways 
base budget.

Scope
The objective of the audit was to provide assurance that the funding has been directed to 
appropriate highways related schemes/works in accordance with the agreed list of 
products/services and items available through the Gloucestershire Highways Contract.

Risk Assurance – Substantial

Control Assurance – Satisfactory
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Key findings

For the financial year 2014/15, all 53 Councillors were allocated £20k of Highways Local 
funding. Unspent monies circa £417k from the previous two years had been carried forward 
in the reserves and consequently, at the start of 2014/15 a total budget of £1.47m was 
available.

During 2014/15, the actual spend against the base budget (£1.06m) was £293k leaving an 
underspend of £767k. This has subsequently been capitalised and carried forward to 
2015/16 and is in addition to the £417k already held in the reserves. 

The audit confirmed that the funding has been spent or committed towards highways related 
projects and schemes which met the agreed criteria. 

However the scheme is administratively time consuming to operate and the significant 
monies being carried forward may indicate differing levels of engagement / buy in with the 
scheme and as such, it is felt that the schemes potential is not being maximised.

Actions taken by management

Management have responded positively to the recommendations made to address the 
issues identified above.

Service Area:  Communities and Infrastructure

Audit Activity: Street Lighting – LED Replacement and Term Maintenance Contract  
Background
The authority has a street lighting asset of 60,000 street lights and 8,000 road signs and 
bollards.  Following Cabinet approval, officers were given the authority to undertake a 
compliant tendering process with the aim to award a contract for the Street Lighting – LED 
Replacement and Term maintenance (estimated value £32m over the 12 year period). 
Scope
The objective of this audit was to review the tender evaluation process in order to provide 
assurance that the selection of the preferred bidder was undertaken in accordance with the 
published evaluation criteria and that appropriate records are held to support the outcome.

Risk Assurance – Substantial

Control Assurance – Satisfactory

Key findings

Internal Audit concluded that the published criteria and scoring methodology was used to 
evaluate the bids and that adequate records have been maintained. 

 The Invitation to Tender (ITT) documentation was formally published via Pro-contract 
which clearly identified the evaluation criteria and methodology. This indicates that 
the evaluation would be conducted in three stages:

o Stage 1: Information Management questionnaire;
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o Stage 2: ICT Security questionnaire; and

o Stage 3: Stage 3 – Assessment of Mandatory Bid and the three Variant Bids

In practice, the three stages were run simultaneously in preparation for discussion at 
the moderation meetings held on 09/03/2015 and 13/03/2015.

 All submissions were received before the published deadline i.e. 12.00pm on 
09/02/2015;

 In relation to the evaluation Stage 1: Information Management questionnaire it was 
judged that one bidder did not meet the minimum standard for Information 
Management and Security.  

 In relation to the evaluation Stage 2: ICT Security questionnaire all bidders were 
assessed has having met the mandatory requirements.

 The evaluation of Price was undertaken by Strategic Finance in accordance with the 
published criteria and methodology. The evaluation of Quality was undertaken by a 
number of panels which were comprised of experienced officers from within 
Commissioning: Communities and Infrastructure and when appropriate included 
additional specialist knowledge of the subject matter e.g. HR, Information 
Management, ICT and Risk Management. 

Actions taken by management

Management responded positively to the suggested improvement areas identified. 

Service Area: Communities and Infrastructure

Audit Activity: Major Highways Schemes

Background
Local Growth funding circa £77m (2016/21) has been secured via the Gloucestershire 
Growth Deal, with £50m scheduled for major highway related schemes. In addition, funding 
of £9m anticipated to be received from the DfT as a contribution towards the proposed 
Elmbridge Transport Scheme. 

Scope
The objectives of this audit are to review:

 How the contractor for the Elmbridge Transport Scheme was selected to gain 
assurance this procurement was conducted in accordance with the Council’s 
Contract Standing Orders; and

 The project management arrangements of this particular scheme and the proposals 
for any further major schemes which are expected to commence within the next 12 
months. 

Risk Assurance – Substantial

Control Assurance – Satisfactory
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Key findings

 Under the Council’s ‘commissioning’ model, GCC out-sourced delivery of the scheme 
to Amey, through the Highways and Transportation Services Contract awarded in 
April 2014. 

 Appropriate and effective oversight by GCC is through:

o The appointment of an experienced Project manager; and

o A Project Board made up of an established group of officers from both GCC 
and Amey. The board meets formally on a monthly basis to receive updates 
on the various work packages and discussions / actions required are 
formally minuted.

 The selection of the contractor i.e. Interserve Construction has been undertaken 
using the Asset Support Framework: South. From a review of the documentation held 
in Procontract and the items provided to Internal Audit by Amey, we are able to 
conclude the:

o Evaluation criteria and methodology was clearly defined and notified to 
potential bidders from the outset.

o Evaluation criteria was followed; and

o Outcome has been appropriately documented with the records fully 
supporting the selection of the contractor.

Note: A formal contract for the construction of the roundabout will only be 
completed when the funding from the DfT is confirmed – estimated October 
2015.

The arrangements for the management and oversight of the Elmbridge scheme are in place 
and overall these are operating effectively. 

In relation to new bespoke work packages, Internal Audit recommended that for enhanced 
control and to provide clarity over the spend, the GCC project manager should consider 
issuing a new Task Order to Amey rather than the raising of a Compensation Event under an 
existing but unrelated task order. 

The selection of the contractor (construction of the roundabout) is robust and early 
Contractor involvement meetings have taken place with Interserve Construction pending 
formal contracts being signed when the final DfT approval is received. 

The Highways Contract Manager has undertaken a high level assessment of the additional 
project management resources that will be required to assist in the delivery of the other 
proposed major schemes (Highways). This is proactive risk management, and the challenge 
is now firm up the proposals to ensure this resource will be available at the most appropriate 
time.

Actions taken by management

Management responded positively to the suggested improvement areas identified.
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Summary of Substantial Assurance Opinions on Control

Service Area: Communities and Infrastructure

Audit Activity: Invoice Verification Process for Mainstream and SEN Home to 
School Transport Contracts 

Background
The combined budget for ‘mainstream’ Home to School transport and SEN Home to School 
transport is £13m. In relation to the SEN transport, the arrangements are invariably more 
complex than those provided under the mainstream Home to School transport arrangements. 
The journeys required are likely to be irregular and/or of single or low occupancy, both of 
which present significant risk factors in terms of charging. Where low occupancy transport is 
required, it is likely that transport may not always be required if one or more of the pupils are 
absent on a particular day and, regardless of this, the contractor could still seek to charge. 
The contracts are procured by the Council’s Integrated Transport Unit (ITU), with some 800 
invoices and 100 parent’s expenses requiring to be processed per year. 

Scope

In 2011, Internal Audit reviewed the controls around the payment of invoices to such 
contractors. This highlighted a number of weaknesses in the checking process and identified 
a need to clarify roles and responsibilities of staff within ITU. The objectives of this audit 
were to:

 Review the actions taken by management to address the high priority 
recommendations made in the Internal Audit report issued in December 2011 and 
current proposals to improve efficiency; 

 Establish whether there are robust controls in the invoice 'checking' process and 
undertake a sample of testing to substantiate this; and 

 Review the actual spend against budget and the monitoring arrangements. 

Risk Assurance – Satisfactory

Control Assurance – Substantial

Key findings

 The ITU have reviewed systems and processes and have significantly improved the 
application of controls to verify the accuracy of invoices received and processed for 
payment.

 Since January 2015, the resourcing issues have been stabilised through the 
appointment of two Transport Officers on fixed term contracts. This replaces the 
previous use of ad hoc interim staff and provides for increased continuity to the 
ongoing invoice verification process.

 Enhancements have been made to EMS (Education Management System) through 
the addition of a programme to detect any potential duplicate invoices / claims 
received.
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 There can be difficulties in obtaining attendance information from independent 
schools and colleges in a timely manner. The ITU is continuing to liaise with these 
schools and colleges to resolve this.    

 There is a robust budget monitoring and forecasting process in place.

Internal Audit’s principal conclusion is that there are robust systems operating within the ITU 
to verify the invoices received from contractors prior to being authorised for payment and 
when appropriate effective challenge is being made. Internal Audit does however suggest 
management give due consideration to some slight procedural changes relating to the 
payment of invoices to further enhance current processes.

Actions taken by management

Management responded positively to these suggestions.

Service Area: Communities and Infrastructure

Audit Activity: Local Enterprise Partnership (LEP) Growing Places Fund / 
Gloucestershire Infrastructure Investment Fund (GIIF)

Background
In June 2011, the Secretary of State granted Local Enterprise Partnership (LEP) status to 
Gfirst Ltd. The Department for Communities and Local Government (DCLG) has made a 
Growing Places Fund available where the LEP should make decisions as to how the money 
is spent. The capital funding is available to support projects where infrastructure constraints 
or barriers on sites have been identified, with the potential to unlock growth and generate 
economic benefit.  This is also a revolving fund where the monies are paid out as loans 
which then have to be repaid so that the funding can be re-allocated to support further 
projects.

Gfirst LEP was awarded £8.4m (£7.8m capital and £0.6m revenue) and the fund is locally 
known as the ‘Gloucestershire Infrastructure Investment Fund (GIIF)’.  All of the funding is 
paid to GCC in the first instance as the Accountable Body.

Scope
This audit reviewed the governance arrangements and the operational procedures relating to 
the award, payment, monitoring and repayment of the Gloucestershire Infrastructure 
Investment Fund. 

Risk Assurance –  Substantial

Control Assurance – Substantial

Key findings

In 2012 a decision was made for GCC to act as the Accountable Body for the Growing 
Places Fund.  Following this, GCC and the LEP have developed various policies and 
procedures for the management of the fund. A single assurance framework has since been 
developed to cover all Government funding flowing through the LEPs.
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There is also a GFirst LEP website that includes information on the GIIF so that potential 
project promoters can understand what the qualifying criteria are and what process they will 
have to follow in order to be awarded with any funding.

When the audit was undertaken there were only two projects (both private sector 
companies) that had already drawn down all of their funding, one of which had also repaid 
their loan in full.  Both of these projects were selected in order to test for compliance with the 
approved processes.  Sufficient evidence and explanations were provided to support all the 
key stages in the process.

The following points for clarification were raised during the course of the audit, all of which 
have now been resolved:

 Initially, the projects’ claims for payment were being made by CHAPS but due to the 
higher costs involved, all payments will now be made by BACS;

 Checks were in place to ensure that claims for payment were not being made without 
signed loan agreements being in place.  However, this control will now be evidenced 
by including confirmation of this on the payment request;

 Initially, VAT was charged on the administration fee that was charged to the projects 
to cover the costs of due diligence checks but following a query, specialist advice has 
been sought and no VAT should be charged on recharges to the projects or the LEP.  
Any VAT charges that have been made have being corrected; and

 GIIF revenue funding is available to support the internal resource requirements of the 
Accountable Body.  Although the DCLG also allows 2% of the capital funding to be 
used to support the management costs of the Accountable Body, the LEP has not yet 
been requested to use the capital funding in this way.  This current position should be 
kept under review due to the expanding role of the Accountable Body in the 
management of the Growth funds.

The GIIF is very well managed and controlled with substantial audit trails in place to support 
decisions that are made, to demonstrate compliance with the approved processes and that 
the funds have been spent for the purposes intended. No recommendations were made.

Summary of Consulting Activity and/or Support Provided where no Opinions 
Are Provided

Service Area: Grant Certification

Audit Activity: Community Capacity Grant

Background
In December 2012 the Department of Health wrote to local authorities to advise them of their 
allocations under the Adults’ Personal Social Services grant for 2013/14 and 2014/15.  The 
capital grant - Community Capacity - provides capital funding to support development in 
personalisation, reform and efficiency.  Gloucestershire County Council (GCC) received 
allocations of £1,360,488 in 2013/14 and £1,387,970 in 2014/15 from the Community Capacity 
grant.
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The Chief Executive and Chief Internal Auditor are required to sign and return to the Department 
of Health a declaration stating that the conditions attached to the grant have been complied with.

Scope
The objective of the audit was to review expenditure against the grant to provide assurance to 
the Chief Executive and Chief Internal Auditor that the grant conditions have been complied 
with, in order to enable them to sign the required declaration.

Key findings

Expenditure coded for 2014/15 amounted to £57,340, which was taken from the 2013/14 
allocation of £1,360,488 which was carried forward into 2014/15.  Based on discussions with 
officers and a review of records maintained by GCC, we have gained assurance that the 
conditions of the grant determination have been fulfilled. 

The remainder of the grant, £1,290,108, as well as the full amount of the 2014/15 allocation of 
£1,387,970 has been carried forward into 2015/16, which we understand will be used to replace 
ERIC (electronic adult social care record) and Coldharbour (staff rostering) systems during the 
year.

Service Area: Grant Certification

Audit Activity: Drug and Alcohol Recovery 

Background
The Council is in receipt of a capital grant of £250,000 from Public Health England to support 
Drug and Alcohol Recovery Centres. The grant is to be used by the Nelson Trust 
(Registered Charity) to facilitate the establishment of a community centre which will provide 
support for the addiction recovery community, including families across Gloucestershire 
through a range of activities. 

Scope
The Chief Executive and Chief Internal Auditor are required to return to Public Health 
England a declaration in the following terms:

“To the best of our knowledge and belief, and having carried out appropriate 
investigations and checks, in our opinion, in all significant respects, the conditions 
attached to the Capital Funding to Support Drug and Alcohol Recovery Centres Grant 
Determination No 31/2231 have been complied with.”

This audit will provide assurance that the conditions have been complied with.

Key findings

 The grant of £250,000 was paid to the Nelson Trust in September 2014.

 A search of the Land Registry confirms that on 13th November 2014, the Nelson 
Trust purchased the Freehold premises known as 59 Southgate Street, Gloucester 
for a price of £215,000.

 The premises are currently being renovated.
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The conditions attached to this grant have been complied with and the declaration has been 
signed and returned to Public Health England. 

Service Area: Grant Certification

Audit Activity: Gloucestershire Fire and Rescue Service Capital Grants
Background
Gloucestershire Fire and Rescue Service (GFRS) were awarded capital grants by the 
Department for Communities and Local Government (DCLG) of £1,700,000 in 2011/12, 
£1,038,904 in 2012/13 and £822,361 in both 2013/14 and 2014/15.

Each year a declaration for each grant has to be returned to the DCLG, confirming that the 
conditions attached to the grant have been complied with and stating how much of the grant 
has been spent during the year.

Scope
The objective of the audit was to review a sample of expenditure from each grant claim and 
ensure that it was in accordance with the grant conditions.

Key findings

In 2014/15:

 Grant no 31/1992 £1,700,000 – in previous years £1,043,572.37 had been spent.  
The balance carried forward into 2014/15 was £656,427.63, of which £174,936.38 
was spent.  The remaining balance of £481,491.25 has been carried forward into 
2015/16.

 Grant no 31/1973 £1,038,904 – in previous years £1,020,259.36 of the grant had 
been spent.  The balance carried forward into 2014/15 was £18,644.64, all of which 
was spent during the year.

 Grant £822,361 (2013/14) no 31/2129 – none of this grant was spent in 2013/14 and 
was therefore carried forward into 2014/15.  The total amount of the grant was spent 
in 2014/15.

 Grant £822,361 (2014/15) no 31/2322 – in 2014/15 £42,332.78 of the grant allocation 
was spent.  The remaining balance, £780,028.22 has been carried forward into 
2015/16.

A sample of invoices relating to the expenditure on all grants was reviewed and we were 
satisfied that the invoices related to capital expenditure.

The conditions of the grant determinations had been fulfilled, which enabled the Section 151 
Officer to sign the required declarations prior to submission to the DCLG.
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Service Area: Grant Certification

Audit Activity: Local Transport Capital Block Funding and Pothole Funding 
Certification

Background
On 30th December 2013 a letter was issued by the Department for Transport (DfT) stating 
the allocation of the Local Transport Capital Block Funding (Integrated Transport and 
Highway Maintenance) Grant for 2014/15: No 31/1859. The grant allocation for the year was 
£19,073,000 with the split being as follows: 

 £5,121,000 – Integrated Transport; and 

 £13,952,000 – Highways Capital Maintenance. 

On the 6th April 2014, notification of an additional allocation Highways Maintenance: Specific 
Grant Determination 2013/14: No 31/2272 was issued for £1,434,000, increasing the total 
allocation to £20,507,000.

This was followed by a further additional allocation of £3,384,269 under the Pothole Fund 
Specific Grant Determination (2014/15) No. 31/2391. 

The DfT advised Local Authorities that they were content to receive one declaration that 
combined these determinations.

Scope
To provide assurance to the Chief Executive and the Chief Internal Auditor (who are required 
to confirm to the Department for Transport) that the conditions of the Specific Grant 
Determinations 2014 -15: No 31/1859, No 31/2272 and No 31/2391 have been complied 
with.

Key findings

The letter from DfT states that the use of this grant should be in accordance with regulations 
made under section 11 of the Local Government Act 2003. Internal Audit held discussions 
with the key personnel responsible for monitoring the expenditure of the grant and reviewed 
and tested the processes in place for the recording and monitoring of the grant expenditure. 

Internal Audit concluded that the conditions of the grant determination had been fulfilled and 
as such the declaration attached could be signed and submitted to DfT in accordance with 
their terms.

Service Area: Grant Certification

Audit Activity: Transforming Care

Background

The Department of Health’s Transforming care programme provides capital funding for 
adaptations to housing to support transfer of people from inpatient to community-based 
settings. In this respect the capital allocation received by the Council was £200,000.
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Scope

The Chief Executive and Chief Internal Auditor are required to return to Department of  
Health (DH) a declaration in the following terms:

“To the best of our knowledge and belief, and having carried out appropriate 
investigations and checks, in our opinion, in all significant respects, the conditions 
attached to the Transforming Care Grant Determination 2014/15:No 31/2457 have 
been complied with.”

This audit will provide assurance that the conditions have been complied with.

Key findings

 The Council received notification by email on 17th December 2014 that the bid had 
been successful with its bid. 

 Funding was received by the Council on 20th January 2015.

 No expenditure was incurred during 2014/15. 

The declaration returned to the DH advised that the full amount of the grant i.e. £200,000 is 
currently held by the Council pending confirmation being received that the full amount can be 
carried forward into 2015/16.  

Service Area: Children and Families

Audit Activity: Sixth Form funding
Background
In July 2014 the Education Funding Agency (EFA) provided guidance to Local Authorities on 
how to fulfil their assurance responsibilities in respect of funding for the 2013/14 academic 
year.  GCC has implemented these arrangements following a risk assessment of assurance 
needs.  The audits at the schools were carried out by a Commissioning Officer.

Scope
Internal Audit’s role is to ensure that the above assurance arrangements have been carried 
out to an acceptable standard to enable the Chief Financial Officer (S151) to submit a grant 
return and use of funds statement to the EFA on an annual basis.

Key findings

There has been a dramatic reduction in the number of Secondary schools with Sixth Forms 
that are maintained by the Local Authority as the majority of them have converted to 
Academy status.  As a result, there are only two Secondary schools with Sixth Forms that 
remain under Local Authority control and both of these schools were selected for audit.

Sixth Form funding was audited to verify the accuracy of the numbers of Sixth Form pupils 
recorded on the schools’ autumn 2012 census return and to ensure the accuracy of a 
sample of pupil and learning aim data.
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The overall findings and conclusions were as follows:

 The number of pupils on roll had been validated;

 There were no errors in the samples of qualifications that had been examined; and

 No recommendations had been made to the schools.

Sufficient assurance has been gained that the Sixth Form funding has been used for the 
purposes intended.

Summary of Special Investigations/Counter Fraud Activities

Current Status

The Counter Fraud Team within Internal Audit (IA) has received 5 new referrals in 
2015/16 to date, and 10 cases referred in 2014/15 continued to be investigated in 
2015/16. Four of these have now been completed. In addition IA continues to be involved 
in counter fraud work concerning staff travel, following-up irregularities with management 
as they arise. From work undertaken to date within 2015/16, arrangements have been 
made to recover in excess of £11k from employees where overpayments have been 
made. In addition, two members of staff have received final written warnings concerning 
those over payments.  

Of the four cases closed within 2015/16 relating to the previous year, one concerned a 
managed direct payment account. Although there were issues around whether the 
payments made to the recipient were as agreed, no irregularities were found in respect of 
the managed account provider. Another case involved the theft of cash from a school, 
which was referred to the Police, but due to handling procedures the culprit was not 
identified. In respect of the theft of cash from this school, new procedures and controls 
have been introduced which should address the weaknesses which allowed the theft to 
take place and to be undetected for some time. The other cases involved the parent of a 
service user, who receives a direct payment, and has appeared in court and found guilty 
of theft of £5,400. The fourth case was a safeguarding matter, which included service 
user’s personal finances and is now being monitored through a PIP (performance 
improvement plan). 

New referrals in 2015/16

None of the cases received in 2015/16 have been closed.  

Many of the cases referred to Internal Audit involve intricate detail and Police referral. This 
invariably results in delay before the investigation can be classed as closed and reported 
to the Audit and Governance Committee.



Appendix 1 Appendix 1

26

National Fraud Initiative (NFI)

Internal Audit continues to support the National Fraud Initiative (NFI) which is a biennial 
data matching exercise administered by the Audit Commission. Reports have started to 
arrive in January. Not all matches are investigated but where possible all recommended 
matches are reviewed by either Internal Audit or the appropriate service area. This 
process is almost complete. 

Findings to date have identified a number of cases where the Council was not notified of 
the death of a pensioner resulting in the overpayment of pension. There were 12 cases 
where this applied, resulting in overpayment of £18,748.80 in total. Over £5,000 has been 
recovered to date and attempts to recover the balance are ongoing.

In addition, several matches between adult social care records and DWP deceased 
records identified cases where at the point of submitting the data to NFI the service users 
had died and the Council had continued to pay for their care.
However, between the submission and review of the report produced from NFI, the deaths 
had been identified by the Council and steps already taken to recover these 
overpayments.

The Committee can also take assurance that all special investigations/counter fraud 
activities are reported to the Statutory Officers i.e. the Chief Executive, Monitoring Officer 
and Director of Finance, on a monthly basis.


