
Audit and Governance Committee
Date: 22nd January 2016 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 October 
to December 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 Adult Services: 
Deaths and Discharges and Local Government Pension Scheme 
2014 (LGPS14) audits; 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; Head of Internal Audit & Risk Management Shared 
Service and Gloucestershire County Council’s 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. 

mailto:Theresa.Mortimer@gloucestershire.gov.uk
mailto:Mark.Spilsbury@gloucestershire.gov.uk


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

 

INTERNAL AUDIT ACTIVITY  
PROGRESS REPORT 

2015/2016



(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 October to December 
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, two 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 service areas, 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 service areas, 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 service areas, 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



Appendix 1

3

(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 October to December 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 October to December 2015, two audit reviews has been provided with a 
limited assurance opinion on control which relates to Local Government Pension Scheme 
2014 (LGPS14) and Adult Services: Deaths and Discharges (pages 5 - 10 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 October to December 2015 Internal Audit made, in total, 40 
recommendations to improve the control environment, 22 of these being high priority 
(fundamental) recommendations (100% of these being accepted by management) and 18 
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 was one limited assurance opinion on risk during the period October to December 
2015 relating to Local Government Pension Scheme 2014 (LGPS14). 

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 area’s 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 October to December 2015

Summary of Limited Assurance Opinions on Control

Service Area: Business Service Centre (BSC) & Pensions 

Audit Activity: BSC - Payroll
Introduction
A career average pension scheme (LGPS14) was introduced in April 2014. Pensions for existing 
employees now consist of a final salary element for the pre-2014 service and a career average 
re-valued earnings (CARE) element for the post 2014 service.

Employers are required to provide the Gloucestershire Pensions Administration Section with an 
annual return by 31 May each year (CARE report), as set out in the Gloucestershire Local 
Government Pension Fund Pension Administration Strategy, approved by the Pensions 
Committee on 13 February 2015. The post 2014 information is used to calculate the actual 
benefits for the year, for each member. Members are notified of the amount, by way of the Annual 
Benefit Statement. There is a statutory requirement to provide this by 31 August following the end 
of each financial year. 

The Business Service Centre (BSC) provides payroll services for approximately 12,000 LGPS 
active members, employed by a number of different organisations, accounting for approximately 
2/3rds of all active members. 

In April 2015, Internal Audit (IA) was advised by the Director of Finance of an incident where the 
contributions, for a senior member of staff deducted from their March 2015 pay, were twice the 
amount that they should have been. IA was asked to investigate this matter, to give assurance 
that it had not impacted on other employees and that corrective action had been taken. As a 
result of this request this investigation was included within the scope of this audit.

Scope
The objective of the audit was to assess whether the:- 

 SAP system (GCC’s financial/payroll system) correctly accumulates pensionable pay and 
contribution totals to account for the requirements of the LGPS14 regulations; 

 New pensionable pay wage types have been set up correctly to feed into the CARE 
accumulators but not the final salary accumulators and that these wage types have been 
used for all relevant payments; 

 LGPS year-end reports (CARE reports) are created on a timely basis for Gloucestershire 
County Council and all other payrolls, facilitated by the BSC, who are under the 
Gloucestershire LGPS and that the integrity of the data produced has been tested for 
completeness and accuracy;

 To investigate why contributions were incorrectly calculated and deducted from salary for 
a senior member of staff, whether this affected any other employees and whether remedial 
action has been taken to prevent such errors occurring in the future; and 
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 To ascertain whether controls are in place to identify variances in pay and to establish that 
these are operating effectively.

Risk Assurance – Limited

Control Assurance – Limited

Key findings

The requirements of the LGPS14 scheme
There are various key differences in the way pension is accumulated under the final salary 
scheme compared to the new career averaged scheme (e.g. non-contractual overtime is now 
included under pensionable pay). As a result the employer, through their payroll provider, are 
required to keep accumulators in the payroll system that calculate what the final salary on 
retirement would be for each employee under the old final salary regulations and the annual 
pension pot created for each employee under the new regulations.

Internal audit testing showed that these accumulators were incorrect for some employees who 
had received non-contractual overtime. Payroll had not realised that they needed to maintain the 
final salary figure, as it would have been under the old regulations, which is required to calculate 
the pre-2014 element of any new pension. As a result, no testing had been undertaken by the 
BSC during the year to ensure the accuracy of this information, held in the accumulators. 

At the year end employers are required to extract this information from the payroll system and 
send a CARE report to the Pension Administration Manager. Cap Gemini (SAP service provider) 
only provided the first test version of the CARE report in May 2015. Internal Audit used this test 
report to calculate the pension figures for a sample of employees. IA found that the test CARE 
report did not provide the correct information. During the course of the audit, findings were fed to 
the BSC, who were also carrying out their own testing, so that they could address the various 
issues. The BSC then worked with Cap Gemini to correct the report. The BSC informed IA on 3 
July 2015, that the CARE report was fully tested and working correctly.

As a result the deadline of 31 May 2015 for provision of the year-end CARE reports, to Pensions 
Administration Manager was missed with the final reports only being received on 8 September 
2015. Pension’s Administration had requested a 3 month window to enable them to upload the 
information to their Pensions software and produce the Annual Benefit statements. The delay has 
resulted in Annual Benefits statements not being dispatched until November 2015. Failure to 
deliver the statements to members by 31 August is a breach of the Pension Administrator’s 
statutory duty, which may lead to fines being levied by the Pensions Regulator. However, the 
Pension’s Administration Manager informed the Regulator of the delay and was awarded an 
extension of time, until 30th November 2015. This new deadline was met. 

Investigation into incorrect pension contribution deductions

A bug was introduced to the SAP payroll system, following patching. In total 24 employees were 
affected, to differing degrees. In the worse case an employee’s net take home pay was 25% less 
than it was in the previous month. Although this member of staff queried their salary with the BSC 
and received a manual payment to correct their salary, it was not until the senior member of staff 
raised this with the BSC that it was escalated to Cap Gemini. 
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As a result, a permanent fix has been applied to prevent this happening in future and corrective 
action taken to refund contributions deducted in error for the other employees affected.

We found that despite one of the cases being highlighted in the variance report, the issue was not 
picked up prior to running the payroll. As a result we have concluded that key controls are not 
operating effectively.

Conclusion

We made 21 recommendations of which 11 were high priority. Key recommendations included:-

 Ensuring SAP staff have clear guidance on how to calculate pensionable pay during child 
related leave, as this is not automatically calculated by the system;

 Ensuring that old wage types that incorrectly feed into the accumulators are suspended, 
that new wage types correctly feed into the final salary accumulator and that the final 
salary accumulator shows the final salary, as it would have been under the old regulations;

 Fully test the new CARE report and give assurance to external employers that the year-
end CARE report is to the best of their knowledge correct and accurate for all members of 
the scheme. As those employers are liable for providing accurate information to the 
Pension Scheme;

 Provide future CARE reports by the deadline set by the Pension Administrator, either 31 
May or earlier as required;

 Reconcile the contributions shown in the CARE report for each employer to the actual 
contributions paid over to the Pension scheme;

 Ensure that protocols are in place for Cap Gemini to alert GCC to issues, before we raise 
them. In the case of the over deduction of contributions other authorities had already 
alerted them to this problem;

 Consider patching more regularly. Patches are generally applied annually;

 Undertake a risk assessment as to the level of checking of exception and variance reports 
and incorporate the level of checking required in SLA’s with GCC and contracts with 
external employers; and 

 Review the treatment of tax and NIC on purchased leave as the scheme is designed not to 
impact on individual’s pensions.

Actions taken by management

The BSC have responded positively to the audit confirming that they had fully tested the new 
CARE report before sending it to Pensions, giving assurance that they have reconciled the 
contributions shown in the CARE report with actual contributions paid to the fund during the year 
and informing Internal Audit that they have checked and where necessary corrected assumed 
pensionable pay for staff on child related leave. 
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However, It is 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: Adult Services

Audit Activity: Deaths and Discharges 
Background
The demand for external care services for adults within Gloucestershire over recent years has 
placed significant pressure upon the Council’s Adult Services external care budget. The largest 
pressure resides with the budget for older people and people with physical disabilities. This 
budget has been reported as an overspend for a number of years and continues to be under 
significant pressure this financial year. The cost of reported deaths and discharges for older 
people and people with disabilities represents on average more than 20% of the actual annual 
spend on external care.

Notifications of a service user’s death may be received into the Council through various 
pathways, such as: the Customer Services Contact Centre; the Registrars Service, “Tell Us 
Once” system; notification from a family member/representative into a service area and provider 
notification either direct to, the Commissioning Personalisation Adults and Children’s (CPAC) 
team or the Disability Commissioning (DC) team. 

Scope
The focus of this review was in the main limited to the systems and processes currently 
operated within the CPAC and DC teams. The objective being to review the effectiveness of the 
current systems and processes in place for the receipt of notification of a service user’s death or 
discharge from permanent care and that there is a sound control environment for promptly 
updating the Council’s Electronic Social Care Record (ERIC).  

Risk Assurance –  Satisfactory

Control Assurance – Limited

Key findings

Contract Management/Monitoring 

 The process for monitoring contract compliance within the CPAC and DC teams needs to be 
reviewed and refreshed as appropriate giving due consideration as to whether there could 
be a greater use of ICT, alongside the Council’s and service area’s risk appetite for 
monitoring contract compliance. 

Provider Compliance

 Provider compliance with the contractual terms and conditions for the notification of a death, 
discharge or other absence within the prescribed timescales is poor overall. On average, for 
the period February 2013-February 2015, approximately 84% of the Occupancy reports that 
were sent out from the CPAC team to providers was returned. From these, approximately 
9.7% recorded deaths or departures where previously no notification of the change had been 
received.
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In addition, from a sample of 35 cases selected for review, only 44% (CPAC) and 70% (DC) 
of notifications were received in line with the contractual requirements, i.e. within one or two 
working days.  

Administration – CPAC and DC teams

 Procedural guidance needs to be refreshed/further developed to support the administrative 
processes within the CPAC and DC teams. The CPAC team will also need to ensure that the 
findings emanating from this review in respect of the administrative errors are shared with 
staff as appropriate and enhance the delivery of future staff training programmes.

Processing Notifications

 From a sample of 30 death cases, it is evident that only approximately 79% of notifications 
received by the Council are being correctly entered onto the ERIC system (CPAC 76%, DC 
82%) including closure of service and financial adjustments, where appropriate having been 
made.

 There is evidence of some inaccurate data keying entries in respect of the service user’s 
date of death and service end dates (CPAC). 

 In addition a copy of the notification (Schedule 4A) is not always being placed within the 
Documents section of the respective service user’s record within ERIC. (CPAC)

Closure of Cases/Services

 Cases and services are remaining open within ERIC post death of a service user, in 
particular in relation to Countywide services, as far back as 2006 however, the number of 
open cases/services significantly increase, from the period 2010/11 to date.

Budget Pressures/Cash-flow

 From a review of a sample of 39 death cases, the timescale for the claw-back of overpaid 
monies for 21% of these cases (8) span between three and 21 months. 

 Incorrect payments have also been made due to services not being correctly ended within 
ERIC. These in part relate to either (a) an incorrect service end date being input following a 
change in care category, in particular in respect of Funded Nursing Care (FNC) (CPAC) 
and/or b) a rate change.  

 From a review of 121 cases we identified six cases (5%) that have led to overpayments 
amounting to approximately £38,375; one underpayment of £1,095; one under recovery of 
£894 and one non-recovery of unspent monies for £1,988 in respect of a direct payment, 
with regard to this latter case this, in part, was due to poor social work practice involving a 
student social worker. 
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 Whilst the focus of this review is primarily in respect of permanent care, it has also been 
identified that in respect of Direct Payments, balances held in Service User’s bank accounts 
are not always being fully recovered post death. 

For the period 2013-14 to date, following a review of service users’ direct payment accounts, 
using prime documents (financial statements) to validate the value of  unspent balances that 
should be repaid, we found that Care Services Finance had taken action to recover (61%) 
£599,306 of direct payments that have ended.

However, (39%) £258,855 is not being fully recovered as financial statements are not 
always being provided/made available by the Service User or their representative. Therefore 
the value of the debtor invoice that is being raised in these instances is only based upon the 
excess direct payment that has been paid out post notification of the Service User’s death 
within the accounting period.

Therefore, during the financial years 2013/14, 2014/15 and 2015/16 (as at the date of the 
audit) when comparing the validated balances to the ERIC figures, the amount of unspent 
monies that was/is due to be recovered is almost double or three-fold the ERIC calculation 
figure, indicating that the Council is potentially significantly under recovering unspent 
balances held within direct payment accounts. 

Conclusion

We conclude that the current pressure being placed on the External Care budget/cash-flow, 
could be improved, alongside the reduction of debts incurred due to overpayments, if contract 
compliance was enhanced to promote the timeliness of the notification of deaths, alongside 
improved data accuracy and the prompt closure of services/financial episodes.

The governance, systems and processes need to be enhanced, these should set out the 
Council’s expectations concerning the timeliness of notification of a death and that balances 
held within direct payment accounts will be fully recovered in respect of Direct Payments.

The training programme and staff supervision for student social workers is reviewed and 
refreshed as appropriate; to ensure that students are able to deliver safe social work practice 
and all members of the community are treated equally.

Communications between service areas and partner organisations could be strengthened 
further, ensuring that business critical information is shared with respective service areas on a 
timely basis. 

It is paramount for management to fully consider the findings emanating from this review, giving 
due consideration to any adaptations that may be required to the Adults change 
programmes/projects. 

Actions taken by Management

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

Summary of Satisfactory Assurance Opinions on Control
Service Area: Communities

Audit Activity: Gloucestershire Fire and Rescue Authority: 
Annual Statement of Assurance for 2014/15

Background
Fire and Rescue authorities function within a clearly defined statutory and policy framework. 
The key documents setting this out are:

 The Fire and Rescue Services Act 2004;
 The Civil Contingencies Act 2004;
 The Regulatory Reform (Fire Safety) Order 2005;  
 The Fire and Rescue Service (Emergencies) (England) Order 2007;
 The Localism Act 2011; and 
 The Fire and Rescue National Framework for England.

The National Framework for England (published in July 2012) sets out a requirement for fire 
and rescue authorities to publish Statements of Assurance. It says:

‘Fire and rescue authorities must provide annual assurance on financial, governance 
and operational matters and show how they have had due regard to the expectations 
set out in their integrated risk management plan and the requirements included in the 
Framework. To provide assurance, fire and rescue authorities must publish an annual 
statement of assurance’. 
The purpose of the Statement is to provide assurance to local communities and government 
on financial, governance and operational matters, and demonstrating how authorities have 
met the Framework commitments. 

Scope
To undertake a high level review of the draft Annual Statement of Assurance for 2014/15 in 
order to provide assurance that the statement will stand up to scrutiny prior to its 
subsequent sign-off and publication.

Risk Assurance – Satisfactory 

Control Assurance – Satisfactory

Key findings

The guidance published by the Department for Communities & Local Government (May 
2013) provides a broad overview of the contents to be included in the Statement of 
Assurance and indicates how existing assessment processes might feed into the statements 
in order to avoid duplication. Whilst the guidance allows flexibility to tailor the format and 
presentation of the statement, this should include the following specific content areas: 
Financial, Governance, Operational, Framework requirements and future improvements.
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Conclusion
The audit confirmed that the content of the final draft Statement of Assurance for 2014/15 
clearly sets out how the Fire and Rescue Authority (Gloucestershire County Council’s) is 
meeting the requirements of the Framework. During the period of the review, IA challenged 
the presentation of some of the reported outcomes, which were considered to be 
misleading. However, the changes proposed were reflected in the final draft statement.    

Service Area: Communities

Audit Activity: On-street Parking – Cash collected via Pay and Display machines

Background

During 2007, Gloucestershire Constabulary withdrew from parking enforcement and with the 
agreement of the District Council’s: Gloucestershire County Council (GCC) secured 
approval from the Department for Transport to decriminalise parking enforcement within its 
boundaries. In March 2012, Cabinet resolved to end the Agency Agreements and consider 
alternative models of service delivery aimed at improved efficiencies and customer service. 
The new arrangements became effective from 1st April 2013 with the 7 year contract 
awarded to an external provider estimated to be worth £50m gross, for:

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

Scope

To provide assurance that the contractor:

 Has appropriate systems in place to account for the Pay and Display income 
collected and this is remitted to GCC in accordance with the agreed contractual 
arrangements; and

 Is charging GCC for the provision of this service in accordance with the 
agreement.

Risk Assurance – Satisfactory

Control Assurance – Satisfactory

Key findings

 Appropriate segregation of duties is maintained from the collection of the cash 
though to its subsequent banking and remittance to GCC;

 The management reports (i.e. spreadsheets detailing the income collected for the 
month) contained errors with some formulas and there were four days when cash 
had been collected and banked but had been omitted from the return sent to GCC; 
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 The revised amount of “on-street” parking income (as re-calculated by Internal Audit) 
for the period 1st April 2015 to 31st August 2015 (circa £854k) has been remitted to 
GCC and correctly accounted for. Self billing invoices are now being received from 
the contractor to support this income and correct treatment of VAT;

 The income received from Crickley Hill County car park for the period 1st April 2015 
to 31st August 2015 (circa £18.5k) has been correctly classified as “off-street” parking 
income and VAT @ 20% has been correctly accounted for. However, self billing 
invoices are not being received from the contractor to support this income and 
therefore the records held by GCC to support the VAT element are not held;

 The Agreement with the contractor contains a schedule of rates for standard items 
which are detailed in the Pricing Schedule. The invoices (and supporting 
documentation) paid by GCC for May, June and July 2015 were obtained and the 
charges levied by the contractor were compared to the Pricing Schedule.  This 
confirmed that the Unit Rates applied by the contractor in relation to the standard 
items were in line with the Pricing Schedule (as adjusted for Indexation) over the 
duration of the contract;

 Invoices for charges due to the contractor under this contract are received monthly 
which is accompanied by a spreadsheet showing the levels of activity for the period. 
The invoices are reviewed by the Parking Manager for reasonableness based on the 
anticipated services to be provided; and

 The invoices paid also contained “other items” which are not subject to standard 
rates under the contract e.g. July 2015 included £49.7k for Signs and Lines relating 
to St Pauls permit zone works. Internal Audit considers that this work is outside of the 
conditions of the contractual arrangements and should have been awarded following 
the completion of a separate procurement exercise.

Conclusion
Overall, the contract with the contractor for the collection of Pay and Display cash income 
works well and the income collected is being received and accounted for. 

The audit did highlight errors / omissions with the income reports submitted to GCC which 
suggests a lack of consistency in the application of some administrative processes at the 
contractor’s offices and reinforces the principle that GCC must provide effective oversight of 
this contract. Internal Audit recommended that the Parking Manager discussed these errors 
with the contractor representatives and going forward ensures that appropriate and accurate 
information is supplied to GCC to enable a detailed reconciliation (of the income expected / 
received) to take place.

The charges levied on GCC for the standard items performed are in accordance with 
contractual terms and conditions and the submitted tendered unit rates. However, the 
Parking Manager is also placing additional orders (with relatively high value) through this 
contract for works which were not envisaged under the original procurement process. Going 
forward similar work will need to be procured separately or if this is feasible through the 
existing Highways Transportation Services Contract.
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Actions taken by management

Recommendations were made to address the above issues, all of which were accepted by 
management.

Service Area:  Communities

Audit Activity: Business Continuity Management – Limited Assurance Follow-Up 

Background
The Civil Contingencies Act 2004 requires all Local Authorities to have Business Continuity 
Management (BCM) arrangements in place so that critical parts of the service can continue 
or be reinstated with minimal delay following a severe disruption e.g. prolonged loss of ICT, 
power loss, high staff absenteeism, flooding. Service disruption is one of the key strategic 
risks of the Council and formally recorded and reported under SR10.2.

In September 2014, Internal Audit reviewed the Council’s BCM arrangements and 
concluded that:

 The arrangements were fragmented with an absence of effective corporate oversight 
by senior management;  

 In recent years the BCM arrangements within service areas had received less focus 
than had been the case previously, partly due to the disruption from significant and 
widespread restructuring / downsizing of services across the Council; and 

 Whilst managers appreciated the importance of BCM, conflicting resourcing priorities 
often resulted in BCM not receiving the required level of attention, particularly around 
the quality of the initial assessment, its subsequent documentation, familiarisation, 
testing and refreshing.

The findings were reported to the Audit & Governance Committee in January 2015 and it 
was requested that a further review should be undertaken as part of the Internal Audit work-
plan for 2015/16.  

Scope
The objective of this follow-up audit is to provide assurance that the planned action(s) put 
forward by management have been completed and to evaluate whether this action has been 
effective in strengthening the control framework relating to the Council’s BCM 
arrangements. 

Risk Assurance – Substantial

Control Assurance – Satisfactory



Appendix 1 Appendix 1

15

Key findings

 The Civil Protection Team (CPT) has taken back the responsibility for the 
coordination of BCM across the Council and to promote and provide support and 
guidance to service managers;

 The CPT has pro-actively re-engaged with Directors and some workshops have been 
held with service managers promoting the benefits of establishing effective BCM 
arrangements for their respective areas and how this should be documented; 

 The role and composition of the BCM Steering Group was expanded and in January 
2015 this group evolved into the BCM Assurance Board with a wider membership 
and revised Terms of Reference; 

 Additional resources have now been committed to support the BCM Assurance 
Board through the appointment of an additional Civil Protection Officer;

 A checklist relating to BCM has been produced for distribution by the Commissioning 
Directors for Adults and Children; 

 The Annual Assurance Statement completed by Heads of Service / Directors (which 
helps to inform the Council’s published Annual Governance Statement) has been 
strengthened through additional questions being included concerning the adequacy 
of BCM within their areas of responsibility;

 In March 2015, CoMT considered the effectiveness of the Council’s own Corporate 
Recovery Plan through a discussion exercise. From this, the Civil Protection Officer 
was charged to receive copies of service BCM plans and to collate details of the 
critical services and the respective ICT requirements. This preparatory work when 
completed, will help to further inform both the Corporate Response arrangements 
and the ICT Service Continuity and Recovery Plan which underpins this;

 It has been clarified that the Council’s Asset Management Property Services are not 
directly responsible for finding alternative locations in the event that a service is 
unable to access its normal offices / premises. This responsibility remains with the 
Service Manager / Director albeit in the event of an emergency situation occurring, 
AMPS will engage with service areas to advise on building damage and what 
facilities may be available for displaced staff; and

 An ICT Governance Board has been created with the membership of comprising of 
four senior directors. Going forward it would be beneficial to clarify the role of this 
board in relation to the Council’s wider BCM and Disaster Recovery arrangements.

Conclusion
Management has responded positively and quickly to the findings from the previous audit 
and good progress is being made to implement them.

Corporate oversight has significantly improved and the importance of establishing effective 
BCM arrangements has been raised with Service Managers and Directors. 
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The additional resources which have been committed within CPT to support service 
managers has underpinned this improvement and if this position is to be sustained the 
longer term requirement beyond the initial two year fixed appointment will need to be 
considered.

The ongoing work by CPT to collate a comprehensive list of critical services (and the ICT 
requirements that fall out from this) is crucial to understanding the key functions within the 
Council and when completed will inform the Corporate Response arrangements and the ICT 
Service Continuity and Recovery Plan which underpins this.
 
It is however likely that the list of requirements will be long and consequently CoMT will 
need to agree which critical system(s) will receive priority in their recovery in the event of a 
major disruption / disaster occurring. Whilst solutions may be available / feasible this is likely 
to come at a significant cost to the Council. Therefore when considering appropriate 
solutions and a timeframe for their recovery, the expectation levels requested by Service 
Managers will need to be both realistic and affordable.

Service Area: Adult Services

Audit Activity: Better Care Fund
Background
The Integration Transformation Fund (which later became the Better Care Fund - BCF) was 
announced by the Government in June 2013.  Its aim is to drive forward integrated care by 
encouraging health and social care services to work together in local areas.

The BCF allocations for Gloucestershire for 2015/16 are as follows:

From the Gloucestershire Clinical Commissioning Group (GCCG)                   £35.989m
Social Care Capital Grant                                         £1.409m
Disabled Families Grant                                          £2.550m
Total                                                                     £39.948m

The funds are not new monies but rather a transfer of funds from the NHS to the local 
authority that are held in a single pooled budget and administered under section 75 of the 
NHS Act 2006.

BCF plans have been jointly agreed by Health and Wellbeing Boards (HWBs), Clinical 
Commissioning Groups (CCGs) and local authorities with adult social care responsibilities. 
The BCF Plan for Gloucestershire received ‘Approved’ status from NHS England in January 
2015 with the requirements of the BCF being operational from 01/04/15. An element of the 
fund (linked to the target for a reduction in total emergency admissions) will only be released 
into the pooled budget in proportion to actual performance. 

Scope
The objectives of the audit were to provide assurance that there are robust arrangements in 
place for the following: 
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 Governance of the BCF; 

 Risk identification and management; 

 Performance management of agreed performance metrics and outcomes; and 

 Financial management of pooled budgets. 

Risk Assurance –  Satisfactory

Control Assurance – Satisfactory

Key findings

Governance
The existing joint funding Boards are comprised of the Health and Wellbeing Board (HWB), 
the Joint Commissioning Partnership Board (JCPB) and the Joint Commissioning Partnership 
Executive (JCPE).  These Boards are operating as intended and fulfilling their roles and 
responsibilities in relation to the BCF.

The overarching section 75 agreement is being redrafted but a separate schedule has been 
put in place to cover the specific arrangements for the BCF.  The schedule has been signed 
by GCCG and GCC but had not been formally approved by the JCPE and this needed to be 
done as stated in the current terms of reference for the Joint Commissioning Partnership.

Risk Management
Risk identification arrangements are in place where a risk log has been completed within the 
BCF plan and categories of risk have also been identified within the BCF schedule of the 
section 75 agreement.  Within GCC, risks that relate specifically to the BCF as a whole have 
not been included on the Strategic Risk Register or within the operational risk registers.  
However, projects and schemes that are being funded by the BCF are being managed 
through GCC’s formal project management system which includes risk management.

To date, there is no evidence of a formal risk monitoring and reporting system operating 
through the joint funding Boards where progress updates are being provided against any 
BCF risks that have been identified.  A central BCF risk register should be put in place and a 
formal risk monitoring system should be developed for reporting and escalation to the joint 
funding Boards.

Performance Management
Performance metrics have been agreed where five of the metrics have been nationally set 
and one is a locally agreed metric.  Within the national metrics, one is a payment-for-
performance metric where the associated funding of £1.747m for 2015/16 will be released 
into the fund on a quarterly basis upon achievement of the target for the reduction in non-
elective emergency admissions.  Quarter 1’s performance has shown an improvement 
against the baseline figure for the same period during 2014/15 and has therefore attracted 
the release of the proportionate payment-for-performance monies.

NHS England has devised a template for the submission of actual performance against the 
performance metrics.  
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Following contributions from GCC, GCCG is taking the lead in preparing and submitting the 
completed templates to NHS England on a quarterly basis. 

The actual data is subject to reasonableness checks before submission to NHS England.  
Following this, performance reports are also being written for the appropriate governance 
Boards for discussion and action.  The performance reports could benefit from being RAG 
rated (Red, Amber, Green) as this would enable the recipients of the reports to more easily 
identify areas of underperformance or negative trends.

Financial Management
GCC performs the role of fund manager for the pooled budget of the BCF.  The total fund 
value has been spilt between GCCG and GCC in terms of which organisation has lead 
responsibility for commissioning and paying for the various schemes within the BCF.

Gloucestershire’s allocation of monies is being received by GCC on a quarterly basis.  
GCCG’s share of the monies are being paid to them via quarterly invoices and the rest of the 
funds are allocated to specific cost centres within GCC to be managed by named budget 
holders.

Following contributions from GCCG, GCC is taking the lead in producing financial monitoring 
reports for the appropriate joint funding Boards.  The forecast as at the end of June 2015/16 
was that the BCF allocation would be fully spent with an overspend of £62k in the area of 
Reablement.  The expectation is that this will be managed down to a balanced position.  The 
BCF schedule of the section 75 agreement details how underspends and overspends of the 
BCF will be managed by the partner organisations, therefore if there is an overspend in the 
area of Reablement at year-end this would be shared between GCCG and GCC as this area 
has joint responsibility.  

Conclusion
The audit obtained the following assurances:

 Governance structures are in place and operating for the management and oversight 
of the BCF plan;

 Risk identification arrangements have been put in place;

 Performance metrics have been agreed and actual performance is being reported in 
accordance with requirements; and

 Financial management arrangements are in place where actual performance against 
budget is being reported to the appropriate governance Boards.

Actions taken by Management: Management responded positively to the recommendations 
made to further enhance the control environment and the following actions were agreed:

 The overarching section 75 agreement will be finalised and signed by January 2016;

 The JCPE has now formally approved the BCF schedule within the section 75 
agreement;
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 A central BCF risk register will be developed by January 2016; and

 A formal risk monitoring system will be developed by January 2016 for reporting 
through the governance framework.

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

Service Area:  Grant Certification

Audit Activity: Local Sustainable Transport Fund (LSTF) 2011-15
Background
Under the Local Sustainable Transport Fund (LSTF) 2011-15, Gloucestershire County 
Council (GCC) has been allocated funding from the Department for Transport of £4.969m:

 Capital £1.743m

 Revenue  £3.226m

The funding was allocated to GCC over a period of three years, the breakdown of which can 
be seen in the table below.

£m 2012/13 2013/14 2014/15
Revenue 0.759 1.361 1.106
Capital 0.340 0.914 0.489

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 LSTF Grant 
Determinations 2014:31/2362 have been complied with.

Key findings

The determination specified that any unspent funds from 2014/15 could not be carried 
forward into 2015/16 with any underspends having to be deducted from the 2014/15 Q4 final 
payment. 

Conclusion
Internal Audit held discussions with the key personnel and reviewed and tested the 
processes in place for the recording and monitoring of the grant expenditure. The 
documentation reviewed, demonstrated that all of the funding received had been fully 
expended and therefore no adjustments to the final payment were required. 

Internal Audit therefore concluded that the conditions of the grant determination had been 
fulfilled and as such the declaration could be signed and submitted to the LSTF team at the 
DfT in accordance with their terms.
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Summary of Special Investigations/Counter Fraud Activities 

Current Status

The Counter Fraud Team within Internal Audit (IA) has received 10 new referrals in 
2015/16 to date, and 10 cases referred in 2014/15 continued to be investigated in 
2015/16. Six 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. We have previously reported work undertaken to date within 2015/16 in this 
area, where arrangements have been made to recover in excess of £11k from employees 
where overpayments have been made, and staff have received disciplinary sanctions as a 
result. 

Of the six cases closed within 2015/16 relating to the previous year, we have previously 
reported on four. The other two closed cases involved direct payments, one of which the 
Council is no longer responsible for paying, providing a substantial saving to the Council, 
(around £4.7k per week) and the other has been resolved in that the personal assistant 
(PA) employed is no longer working for the service user in receipt of a direct payment. 

New referrals in 2015/16

Two of the cases received in 2015/16 have been closed. One resulted in the stopping of a 
block contract to a voluntary body; replaced with an actual service usage recharge at a 
considerable saving to the Council (around £40k). The other case involved a direct 
payment which has now stopped.

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.

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. The current matches 
relate to data collected in October 2014. Data matching reports were circulated in January 
2015. 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.
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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.


