
Audit and Governance Committee
Date: 15th April 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 January 
to March 2016.

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 limited assurance 
reports. 

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

Jo Walker – Finance Director 
Tel no: 01452 328469.
joanna.walker@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:joanna.walker@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 
a relevant authority “must undertake an effective internal audit to evaluate the effectiveness 
of its risk management, control and governance processes, taking into account public sector 
internal auditing standards or guidance”. 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 January to March 2016; 
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, four 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
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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 2015 to March 2016.
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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 January to March 2016, four audit reviews have been provided with a 
limited assurance opinion on control which relates to Financial Assessments and Benefits 
Team; Active Together, Healthy Together and Children’s Activity Fund grant schemes; 
Capital – Virements and Delegated Powers; and the exempt limited assurance audit report. 
(please see pages 5 - 11 of this report for further details).

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 a 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 January to March 2016 Internal Audit made, in total, 106 
recommendations to improve the control environment, 44 of these being high priority 
(fundamental) recommendations (100% of these being accepted by management) and 62 
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

During the period January to March 2016 there were no limited assurance opinions on risk.

However, 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 January to March 2016

Summary of Limited Assurance Opinions on Control

Service Area: Adults Cluster

Audit Activity: Financial Assessment and Benefits Team

Background

Gloucestershire County Council’s Adult Social Care relies on people who use services 
making a financial contribution to the cost of providing them, (if they are able to afford to do 
so). 

The Financial Assessments & Benefits (FAB) team ensure that any financial contributions 
required from service users for residential and non-residential Social Care services are 
calculated fairly and in accordance with GCC policies and Government guidelines.  The 
team also help to maximise income for individuals and maximise charging revenue for GCC 
by providing advice and practical assistance to all service users, their partners and carers to 
ensure that they are in receipt of their full welfare benefit entitlement. In addition, the FAB 
team also assess Adoption Allowances, Fostering Allowances and Special Guardianship 
Allowances for Children’s services and for Disabled Facility Grants for both Adults and 
Children.

In light of the above, it was agreed that a planned review of the FAB team would be 
undertaken as part of the 2014-15 Internal Audit plan. The findings emanating from the 
review resulted in a limited assurance opinion being provided in respect of the level of 
assurance over the Service’s Risk Identification Maturity and the Control Environment.

Scope

The focus of this review was to determine whether the agreed management actions to 
address the high priority recommendations emanating from this review have now been fully 
implemented, ensuring that there are now effective systems and processes in place for the 
management, monitoring and delivery of financial assessments. 

Risk Assurance – Satisfactory 

Control Assurance – Limited

Key findings

The review has highlighted that:

More formal arrangements are now in place that set out the agreed standards / mutually-
accepted expectations between the FAB team and the Administration Hub. There is also 
greater clarity in respect of the roles and responsibilities for specific tasks and investment 
has been made in training the Administrative staff that are deployed to support the FAB 
team. 
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Communications between the Administrative staff and the Financial Assessment and 
Benefits team has improved however, going forward there are opportunities to strengthen 
these further through more formalised Service Level Agreement (SLA) meetings and team 
meetings that are inclusive of staff from both the FAB team and the Administration Hub.

Significant improvements have also been made to the method of collection and the data 
source for the FAB team’s performance metrics and going forward, further refinement will be 
required to ensure that these measures remain focused towards the service’s objectives. 
Overall, the source data for the respective service area’s performance metrics is being 
captured and reported upon within “In Phase” (corporate performance system), albeit that 
there is still an opportunity to further improve the accuracy and timeliness of reporting in 
some instances.  

Some performance metrics have been identified for the Administrative team and monitoring 
arrangements for a number of these are in place. This said the metrics that are captured 
within the FAB team’s Annual Business Plan are not currently being captured or reported 
upon within “In Phase” and this should be addressed going forward.  There is also an 
opportunity to further develop metrics to support the monitoring of the team’s performance 
against the service standards as laid down within the Service Level Agreement. 

Similarly, residual risk ratings as detailed within the Annual Business Plan need to be 
accurately and promptly reported within In Phase, for both Service areas.

It is encouraging that the Financial Assessment and Benefits officer’s visiting capacity is now 
being better utilised: in autumn 2014 only 60% of Visiting Officers’ capacity was being 
utilised, this had increased to an average of 90.7% for the four weeks reviewed in 
August/September 2015. It is unfortunate however that the FAB team have once again 
experienced a period of reduced staff resource in respect of the Financial Assessment and 
Benefits Visiting Officer posts during this review period and this has had an impact upon the 
level of outstanding referrals. The excel spreadsheet that is used to record and monitor the 
progress of referrals showed that there were 610 outstanding referrals as at the end of 
September. 

In addition, the excel spreadsheet used is proving to be very unstable. Data is being 
corrupted and the spreadsheet regularly crashes. Internal Audit is advised that this has led 
to some significant periods of staff downtime for the Administrative team. In the interim, a 
work around solution is in place however it is paramount that a more robust long term 
solution is found as soon as possible. Ongoing discussions are being held with the ICT 
provider to determine whether the Council’s electronic social care record ERIC could be 
adapted to provide a suitable solution.

The rollout of access to the Department for Works and Pension’s Customer Information 
System is still pending and therefore until this is operational, access to the information 
required is still limited to one assessment per telephone call which continues to impede the 
efficiency of the service. 
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Conclusion

It is pleasing to report that Management has responded positively and quickly to the findings 
emanating from the 2014-15 audit review and good progress has been made in 
implementing the agreed management actions to the recommendations made.

However, from the findings emanating from this follow up review, a limited assurance opinion 
in respect of the control environment can only be given at this point in time, as it is evident 
that the service is still on an improvement journey. Further ongoing work is required to 
ensure that not only are there robust systems and processes in place for the management, 
monitoring and delivery of financial assessments, but that the arrangements are operating 
effectively and are shown to be sustainable.

It is paramount that a suitable alternative system for the management and monitoring of 
financial assessments is concluded as a matter of priority. In addition, some further 
refinements to the Services’ performance and risk management arrangements are also 
needed, ensuring that these are embedded and integral to the management and monitoring 
of the effectiveness of service delivery. 

Management Actions

Management have responded positively to the recommendations made in respect of the 
above issues identified.

Whilst Internal Audit will include a follow up review within the 2016/2017 internal audit 
plan, 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: Adults, Public Health and Children & Families

Audit Activity: Active Together, Healthy Together and Children’s Activity Fund 
grant schemes 

Background
The Active Together, Healthy Together and Children’s Activity Fund grant schemes were 
launched in 2014.  Active Together funding totalled £2,120,000, to cover the years 2014/15 
and 2015/16, with each county councillor receiving £40,000 for their electoral division.  The 
purpose of the grant was to encourage more sport and physical activity across the county.

There was only one round of Healthy Together funding, in 2014/15.  The funding totalled 
£530,000; £10,000 per electoral division which was pooled per district and used to support 
health and wellbeing projects. The Children’s Activity Fund scheme was funded from the 
Children and Young People’s budget.  Councillors received £5,000 each year for their 
division for 2014/15 and 2015/16.  The aim of the scheme was to enhance the wellbeing of 
children and young people in Gloucestershire by increasing the range of activities and 
opportunities available to them across the county.
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As at the end of June 2015, 61% of the available grant funding for Active Together had been 
awarded.  Grants awarded from the Children’s Activity Fund amounted to 61% of the funding 
for 2014/15 and as at the end of June 2015, 4% of the 2015/16 funding had been awarded.  
The Healthy Together grant was only for one year and by the end of March 2015, 86% had 
been awarded.  Three districts did not allocate all their funding and the remainder was 
transferred to the districts’ Active Together funds.

Scope
The objective of the audit was to review the governance, management and monitoring 
arrangements for the schemes, seeking assurance that the applications approved were in 
line with the criteria of the grant conditions, as well as complying with Accounting Instruction 
15 – “Applications for grant aid from outside organisations”.

Risk Assurance – Satisfactory

Control Assurance – Limited

Key findings

At the time of the audit Accounting Instruction 15 published on Staffnet was dated 
September 2013.  It had been acknowledged by management that it needed to be updated 
before the launch of the grant schemes and consequently it was revised and formally 
approved by the Finance Officers Management Team (FOMT) in July 2014.  However, it was 
not published on Staffnet.  The Outcome Manager within Public Health who was responsible 
for overseeing the administration of the grant schemes was informed by Strategic Finance 
by email that the Accounting Instruction had been approved, but a copy of the document was 
not sent with the email.

We found that the administration of the grant schemes has not been undertaken in full 
compliance with the revised Accounting Instruction, in particular the budget holders and/or 
other GCC officers fulfilling their responsibilities especially in relation to the minimum 
financial checks that should be made.  However, the wording within the Accounting 
Instruction could lead to some ambiguity over the interpretation, as it refers to grants ‘under’ 
and ‘over’ £5,000, but not if a grant is for the exact amount of £5,000; therefore we 
recommended that the Accounting Instruction is amended.

A total of 69 Active Together grant applications were subject to a financial check, but if the 
conditions of the revised Accounting Instructions had been applied a further 18 should have 
been subject to a financial check, together with 11 Children’s Activity Fund applications.  The 
applications for Healthy Together funding were assessed by a consultant employed by the 
Council, although the criteria made reference to the need, in respect of financial checks, for 
further scrutiny by Strategic Finance if there was cause for concern.  We were advised that 
none of the applications were forwarded to Strategic Finance.

We also found that two applications each were over £5,000, where accounts had not been 
provided; these should have been approved by the relevant Director but no evidence was 
available to confirm this.  Evidence could also not be found to confirm that where the grant 
funding was for less than the total cost of the project, the balance had been raised.
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Where financial checks took place, the documentation provided varied greatly between 
applications.  Discussions have since taken place between Strategic Finance and 
Commissioning staff to define the documents that are required going forward.  

Applications that are subject to a financial check are graded as high, medium or low risk.  All 
of the high risk grants have proceeded although the rationale to proceed has not been 
documented.

The Accounting Instruction requires the budget holder to obtain evidence that the grant 
expenditure is in accordance with the terms and conditions of the grant funding.  As at the 
date of the audit, no independent validation of grant expenditure had taken place.

Staff involved in the decision-making process have not completed a Declaration of Interest 
form, in line with the Council’s Employee Code of Conduct.

Conclusion
The audit did not identify any irregularity or maladministration within the grant process and 
the sample of applications that were checked all met the grant schemes’ criteria.  The 
‘Limited’ opinion given for the control environment is due to the following:

 The revised Accounting Instruction 15 had not been published on Staffnet at the time 
of the audit, however, it has now been published; and

 Non-compliance with Accounting Instruction 15.

A number of high priority recommendations were made as a result of the audit, which should 
strengthen the governance, risk management and control environment for administering 
these and similar future grant schemes.

Management Actions

All recommendations have been accepted by management and the majority will be 
implemented by 1st April 2016; monitoring visits will be implemented once all the grant 
monies have been issued during 2017/18 and financial checks on future grant applications 
will be implemented by March 2017.

Whilst Internal Audit will include a follow up review within the 2016/2017 internal audit 
plan, 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.
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Service Area: Strategic Finance

Audit Activity: Capital – Virements and Delegated Powers
1

Background
The Council’s approved Capital Programme (period 2015/16 to 2017/18) is £485m. Once this 
programme was approved, Cabinet, Cabinet Members or appropriate Officers under 
delegated powers become responsible for taking in-year decisions on resources and priorities 
and can therefore approve virements between schemes providing the decision is not contrary 
to the budget. In this context, contrary to the budget, may be through:

 Initiating a new policy;

 Committing capital expenditure in the current or future years to a level above the 
approved budget levels;

 Transferring resources from revenue to capital budgets, except via a revenue 
contribution to capital outlay (RCCO); and

 Entering into a capital commitment if it involves a material change to the nature of the 
project as set out in the agreed project appraisal.

Scope
Financial Regulations and Accounting Instruction (A1) No.19 details the framework for capital 
expenditure when preparing the capital programme, monitoring of capital spend and capital 
delegated processes. This audit reviewed the level of compliance with this Instruction to 
ensure that Capital Virements have been documented, actioned correctly and approved by 
officers under delegated powers.

Risk Assurance –  Satisfactory

Control Assurance – Limited

Key findings

In February 2015, approval was given by Council to the Capital Programme set out in the 
Medium Term Financial Strategy and delegated authority to the Director: Strategic Finance, 
to vary allocations between individual schemes in consultation with the Deputy Leader and 
Cabinet Member for Finance and Change.  In practice, in-year virements are approved by a 
number of officers across the Council.

Strategic Finance has endeavoured to strengthen the control framework for the management 
of the Council’s approved Capital Programme. This includes reporting significant changes to 
Cabinet as a section of the Financial Monitoring reports and a refresh of AI 19 to provide 
further guidance to officers. The vast majority of capital virements made in 2015/16 relate to 
the allocations for (1) Communities and Infrastructure and (2) Children’s and Families. In-year 
changes are approved during the respective Capital Programme / Capital Control meetings 
and are recorded in the minutes of these meetings. Copies of the minutes are held by 
Strategic Finance as a record to support the changes made. This is in accordance with AI 19. 
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In other service areas i.e. Adults / AMPS, we found that virements have been requested 
through email to Strategic Finance. However, the use of email (on its own) is not in 
accordance with the guidance published in Accounting Instruction No.19, which advises 
officers to complete and submit a Capital Virement form. 

Conclusion

The framework for the management of the capital programme continues to develop to meet 
the challenges of a changing organisation.

In April 2015, the revised guidance to officers was published in Accounting Instruction No.19 
which incorporates the requirements for the approval of virements and how these should be 
documented.  However, the use of email as a method to instruct virements has not been 
subject to challenge by Strategic Finance despite this being outside of their own published 
guidance. 

Although it has become accepted practice by Strategic Finance that various officers across 
the Council will approve capital virements, the formal authorisation from the Director: 
Strategic Finance / Service Directors has not been obtained and documented as expected 
under the Scheme of Delegation.  The absence of a formal scheme of delegation for the 
Capital budget is considered a significant governance and control weakness that needs to be 
addressed to provide clarity to officers on the limits of their delegated powers in this area.

Management Actions

Management have responded positively to the recommendations made in respect of the 
above issues identified.

Whilst Internal Audit will include a follow up review within the 2016/2017 internal audit 
plan, 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.
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Summary of Satisfactory Assurance Opinions on Control

Service Area: Children and Families Cluster
Audit Activity: Agency/In-house foster placements

Background
As at the end of November 2015 there were 542 children in care.  Children who are in care 
can be placed in In-house or external agency foster placements. The In-house foster 
placement budget for 2015/16 was £5.089m.  The budget for external agency placements 
was £7.855m.  As at October 2015, both budgets were forecast to be overspent.

Scope
The objectives of the audit were to review the effectiveness of the following systems for both 
in-house and external agency placements:

 The commissioning of foster placements to ensure that best value for money and 
‘best fit' for the children and young people is achieved; 

 Payment systems for foster placements; and

 End-date monitoring of existing foster placements to ensure that they continue to 
provide the most appropriate solution and best outcomes for the children and young 
people.

Risk Assurance –  Satisfactory

Control Assurance – Satisfactory

Key findings

Value for money
As at the end of Quarter 1, the average weekly cost of an In-house foster placement was 
£556 whereas the cost of an external agency placement was £833.  In-house placements are 
therefore deemed to provide better value for money and any requests for accommodation 
should be sent to the In-house Placements Finding team in the first instance.

The In-house service does not always have sufficient capacity to offer placements for 
children with complex needs and/or challenging behaviour.  These placements are typically 
made through the external agencies where the costs of the placements are considerably 
higher due to the complex needs.  This will have an impact on the average weekly cost of 
external agency placements compared to the In-house service and should be taken into 
consideration when comparing the two average weekly costs.

Commissioning - External agency placements
Commissioning Personalisation Adults and Children (CPAC) have well-defined processes for 
the commissioning of external agency placements.  

A key requirement before commissioning an external agency placement is to receive Service 
Manager agreement and then to issue an Individual Placement Agreement (IPA) to the 
provider.  
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Management has agreed to address the following issues from the sample testing that was 
undertaken:

 Ensuring that clear Service Manager agreement is always available within CPAC;

 Ensuring that any outstanding IPAs are issued;

 Monitoring the return of the IPAs once they have been sent to the providers for 
signature; and

 Ensuring that the Director of Children’s Services approval is held by CPAC prior to an 
out-of-county external agency placement being made.

Commissioning - In-house foster placements
The In-house Placements Finding team has developed a series of procedure notes that set 
out all of the processes that should be followed when placing children through the In-house 
foster service.  

The In-house Placements Finding team do not currently notify all of the foster carers when 
accommodation is required.  Consideration is being given to doing this through the secure 
GCC fostering website as it might provide solutions whereby foster carers could offer their 
services when they otherwise might not have been considered.

Issues were identified with the authorisations that are required to search for accommodation 
and it has been agreed that the fully completed forms together with the accompanying 
authorising e-mails will continue to be sent to the In-house Placements Finding team by 
CPAC.

Payment for placements made - External agency placements
CPAC Finance have a comprehensive set of procedure notes for processing the invoices that 
are received from the providers prior to them being sent to the Business Service Centre 
(BSC) for payment.

Invoice payments are treated differently depending on whether the child/young person is in a 
long-term placement at the start of a financial year or not.  Management is considering 
making the following changes:

 Setting up limit carts for all external agency placements that are made and not just for 
those that are regarded as stable for an entire financial year. This would significantly 
reduce the number of invoices that have to be sent individually for authorisation; and

 CPAC goods receipting the services for all ‘limit cart’ invoices without needing to see 
the invoices and the providers sending their invoices directly to the BSC for payment.

Payment for placements made - In-house foster placements
Testing confirmed that all the payments that had been made for the sample selected were 
correct and no issues were identified.
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Payments are made to the external agencies on a monthly basis whereas payments to the in-
house foster carers are made every two weeks.  Consideration could be given to aligning the 
payment frequency for both services (monthly) as this would offer efficiency savings for the 
Care Services Finance team in terms of processing time and have an impact on the Council’s 
cashflow.

End-date monitoring - External agency placements
End-dates are requested by CPAC if they are not automatically provided when a referral for 
accommodation is received as they have to be entered on the IPA.  CPAC now has a good 
system for end-date monitoring whereby the Placement Update spreadsheet will flag 
placement end dates that have expired and trigger communications with the social workers to 
ensure that the placements are being effectively managed.

End-date monitoring - In-house foster placements
End-dates should be recorded on the documentation that is used to request accommodation 
as well as on the child’s profile documentation.  However, the In-house Placements Finding 
team does not insist on end-dates being provided as they rely more heavily on effective 
communications between themselves, the social workers and the fostering social workers.

Conclusion
There are well-defined processes in place for the commissioning of in-house and external 
agency placements.  However, testing revealed that these processes are not always being 
applied in practice, particularly in the area of the authorisations that are required before 
placements are commissioned.

Payment processes are being complied with for both In-house and external agency 
placements in terms of how they are currently defined.  However, efficiency savings could be 
made by setting up limit carts for the payment of all external agency placements and 
requesting the providers to send their invoices directly to the BSC for payment.

End-date monitoring is dealt with differently for in-house and external agency placements and 
consideration could be given to aligning these processes to ensure that all placements are 
effectively managed and to minimise the need for emergency arrangements having to be put 
in place.

Management Actions

Management have responded positively to the recommendations made in respect of the 
above issues identified.

Service Area: Communities Cluster

Audit Activity: Dynamic Purchasing System (DPS) for use by the Integrated 
Transport Unit (ITU)

Background
The Council has a statutory duty to provide home to school transport for “entitled” students 
i.e. those travelling over 2 miles to their nearest school if under 8 years old or those travelling 
over 3 miles if 8 years old or over, together with a number of exceptions as defined by policy. 
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Furthermore, the 1985 Transport Act provided local authorities with the option to fund local 
bus services that are not provided on a commercial basis by transport providers and are 
deemed as “socially necessary”.

The current annual cost of Home to School Transport is £13.5m and the annual cost of 
providing socially necessary local bus services is £2.0m (including Park & Ride). Individual 
contracts are awarded by the Integrated Transport Unit (ITU).

Scope
The objectives of this audit are to provide assurance that the:

 Procurement of the DPS has been conducted in accordance with the Council’s 
Contract Standing Orders, the Public Contracts Regulations 2015 and EU Legislation; 
and

 Proposals being put forward by the ITU on how the DPS will be operated are in 
accordance with the requirements of the Public Contracts Regulations 2015.

Risk Assurance –  Substantial

Control Assurance – Satisfactory

Key findings

Unlike a traditional framework the DPS will remain open throughout its duration for the 
admission of any provider that satisfies the selection criteria. Thus a DPS provides increased 
flexibility and allows for the pool of providers to be refreshed on an ongoing basis as new 
providers come to the market.

Cabinet approval was received in October 2014 to the setting up of a DPS (duration four 
years) for use by the ITU, however the implementation was subsequently delayed pending 
the Public Contracts Regulations 2015 coming into force. Given the delay, a progress report 
was considered by Cabinet on 5th February 2016 where it was confirmed that the DPS could 
be concluded under the new regulations.

The contract notice for this procurement opportunity was published in OJEU on 16th January 
2016 and interested parties were requested to submit an application via Procontract to meet 
the deadline of 10.00am on 16th February 2016. Potential providers will make an application 
to join the DPS under one or more of the following categories: Specialist Transport, Transport 
Required at Short Notice, Home to School Transport and Public Transport.

The DPS became operational from 14th March 2016 through which the vast majority of the 
Council’s transport requirements will be procured. 

Conclusion

The procurement has been conducted in accordance with the requirements of the Council’s 
Contract Standing Orders, the Public Contracts Regulations 2015 and EU Legislation. 

Officers within the ITU have a good understanding of the Public Contracts Regulations 2015 
and fully appreciate how these will apply to the operation of the Dynamic Purchasing System. 
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Consequently, providing the proposals are subsequently carried forward into practice, the 
operation of the DPS will be compliant with the Regulations. A further audit review will be 
undertaken as part of the 2016/17 Internal Audit work-plan to confirm this is the case.   

Although it is not a requirement under a DPS to implement a standstill period (prior to 
awarding a contract) in some circumstances this can be beneficial. In particular, the 
introduction of a voluntary standstill period for contracts awarded (where value exceeds the 
EU threshold) would further protect GCC from ineffectiveness claims received and this is 
worth considering.

Service Area: Strategic Finance

Audit Activity: Bank Reconciliation

Background
The accurate and timely processing of bank reconciliations is a fundamental control process 
to ensure the integrity of the transactions in the accounting system.  The Council’s bankers 
are HSBC and there are four main bank accounts, namely:

 ‘A’ account - used for vendor payments;

 ‘C’ account - used for payroll payments;

 County Fund – mainly used for receipts; and

 A separate Pension Fund bank account – used for pensions receipts and payments.

The objective of the bank reconciliation is to ensure that all entries downloaded from the bank 
statement are matched against entries generated within SAP (GCC’s main accounting 
system).  Some items are matched automatically, e.g. presented cheques, but all other 
transactions have to be manually matched by Finance Officers in Strategic Finance.  Any 
unmatched items require investigation and resolution in order to complete the bank 
reconciliation process.

Scope
The objective of the audit was to ensure that effective systems and controls are in place for 
the reconciliation of GCC's main bank accounts and the Pension Fund bank account and 
specifically that:

 Written procedures are in place;

 Staff are properly trained with business continuity arrangements in place;

 There are sufficient segregation of duties;

 Accurate and timely reconciliations are performed and authorised; and

 Non-reconciling items are identified, explanations found and corrections made in a 
timely manner.
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Risk Assurance –  Substantial

Control Assurance – Satisfactory

Key findings

For both the GCC main bank accounts and the Pension Fund bank account, written 
procedures have been put in place and are being applied on a prompt, regular basis, to 
produce weekly reconciliations which correctly identify the reasons for the variance between 
the bank statements and the ledger balances on the accounts.  The staff are appropriately 
trained and business continuity arrangements are in place to ensure that the bank 
reconciliations will be undertaken as required.

Processes for communicating queries on non-reconciling items, and the action taken, were 
found to be operating satisfactorily with the majority of the items being cleared in a timely 
manner.  However, the ‘A’, ‘C’, County Fund and Pension Fund bank accounts all have a 
number of long outstanding unmatched items on them that relate to previous financial years, 
despite best efforts by the service areas to resolve the anomalies.  Agreement will be 
obtained from the Head of Finance and Finance Director as to the action that should be taken 
to clear the long outstanding items on the general ledger accounts in SAP.  Investigations will 
be undertaken to ensure that the issues do not recur and escalation processes will also be 
put in place to ensure that unmatched items do not remain outstanding for as long in future.

Conclusion
The bank reconciliation processes are working well but there are a number of long 
outstanding unmatched items on the SAP general ledger codes that should be cleared.

Management Actions

Management have responded positively to the recommendations made in respect of the 
above issues identified.

Service Area: Strategic Finance

Audit Activity: Budget Monitoring 

Background
As part of the Meeting the Challenge programme a review of the finance function was 
undertaken in 2013.  One of the issues this identified was the need to review the approach to 
budget monitoring.  This included the introduction of a more user friendly monitoring system 
for Budget Holders and concentrating finance resources on the high risk budgets which could 
potentially derail the authority if not closely controlled.

Scope
The audit was to review the effectiveness of the new arrangements for the revenue budget 
monitoring processes, looking specifically at:-

 The risk assessment of budgets;
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 The monitoring of compliance;

 The role of budget holders, budget managers;

 Accountability for forecasts;

 The audit trail of budget monitoring is held in SAP BW-IP; and

 The role of finance staff including business partners. 

Risk Assurance – Satisfactory

Control Assurance – Satisfactory

Key findings
A new budget monitoring system using SAP Business Warehouse Integrated Planning (SAP 
BW-IP) went live for all budgets in July 2014, making it easier for budget holders to carry out 
their own forecasting. The introduction of the SAP BW-IP system has improved the ability of 
budget holders to manage budgets, forecast expenditure and be accountable for those 
forecasts. Finance staff are now able to concentrate predominately on high risk budgets with 
low and medium budgets managed by the budget holders. An examination of budget 
monitoring reports to Cabinet show that forecasts and outturn are accurate therefore overall 
we consider budget monitoring to be well managed. There were no high priority 
recommendations although the audit identified a number of improvement actions.  These 
included:

 Sharing the risk assessment of budgets with the budget holders;

 Strengthening accounting instructions to remind budget holders of the requirement to 
use SAP BW-IP to forecast expenditure monthly and the penalties for failing to do so;

 Reviewing the role of finance in budget monitoring again, as there are still cases 
where finance take the lead in updating spreadsheets which underpin the forecasts, 
rather than the budget holders themselves, with finance challenging their forecasts;

 Simplifying the forecasting of adult care expenditure to improve ownership of the 
forecasts by the service;

 Ensure that a high level budget monitoring report is created in respect of each 
month’s forecast regardless of whether or not there is a Cabinet meeting scheduled;

 Ensuring that a good audit trail exists between the forecasts in SAP and the high level 
monthly report; and

 Reviewing the roles of finance staff and business partners to ensure consistency and 
reviewing all budgets directly managed by finance staff to ensure that this is 
appropriate.

Management Actions
Management have responded positively to the recommendations made in respect of the 
above issues identified. Workshops to be run to review current practices where necessary.
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Service Area: Children and Families Cluster

Audit Activity: Schools

Background
The Council’s Chief Financial Officer (S151 Officer) is required to submit an annual return to 
the Department for Education confirming that there is a system of audit in place for Local 
Authority (LA) maintained schools which gives adequate assurance over their standards of 
financial management and the regularity and propriety of their spending.  Internal Audit 
provides independent assurance as to the effectiveness of these financial management 
arrangements within the schools audited.

Scope
Internal Audit’s activity within schools is prioritised based on risk and as such, 7 schools were 
visited during 2015/16, being 1 secondary school, 5 primary schools and 1 special school.  

Risk Assurance –  1 Substantial; 6 Satisfactory

Control Assurance – 4 Substantial; 3 Satisfactory

Key findings

Individual reports were issued to each school. Listed below are the common themes that 
were identified as improvement areas as well as some issues that were unique to the 
individual schools visited.  

 Governance arrangements;
 Budget and banking;
 Procurement;
 Cash income;
 Debit Card management;
 Breakfast/After School clubs financial management arrangements;
 Vehicle management;
 Staffing and Payroll; and
 Inventory/asset management.

Actions taken by Management

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

In addition, Internal Audit will produce a newsletter which contains a summary of common 
audit findings/themes identified as requiring improvement, which will be circulated to 
Headteachers and Governors via ‘Heads Up’, ‘What’s Up Gov’ and placed on Schoolsnet, in 
order to help improve the control environment.
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Summary of Consulting Activity and/or support where no Opinions are 
provided

Service Area: Adults Cluster

Audit Activity: ERIC data quality and invoice validation

Background
The Council has various contractual arrangements in place for the provision of care and 
support for Adults. Financial commitments are recorded within the Council’s Electronic Social 
Care Record (ERIC). It is therefore essential that services are promptly recorded within the 
system, including timely input of variations, in order to ensure that budget 
monitoring/forecasting is accurately reported and that invoices can be validated.  Where a 
discrepancy is identified, these should be promptly resolved in order for payments to be 
made in line with the respective contractual terms and conditions.

Key findings

The ongoing work that is being undertaken to understand the key drivers that are placing 
pressure upon the external care budget for Adults has highlighted to management, issues 
concerning the quality of data within ERIC.

Due to the significance of the ERIC data accuracy and invoice validation issues, the 
Operations Lead for Adult Social Care and Business Development assigned the Social Work 
Development Manager to undertake a specific project to review the associated systems and 
propose options for process change to prevent the issues recurring. 

It was agreed that Internal Audit would keep a watching brief over the project. Reasonable 
assurance can be provided that management has developed and is in the process of 
implementing systems and procedures that will tackle the ERIC data quality and invoice 
validation issues. However, please note that internal audit has not physically tested these 
procedures. 

Service Area: Children and Families Cluster

Audit Activity: Joint Working within Children’s Social Care – HR file review

Background
As part of the risk based Internal Audit planning process, the Head of Quality (Children and 
Young People) and Internal Audit agreed to identify opportunities for joint working in relation 
to children’s social care.

An opportunity for joint working was identified in relation to the quarterly HR file review 
process that is undertaken between ‘Quality’ and ‘Recruitment and Resourcing’.  The HR file 
reviews are undertaken to ensure that the recruitment checks and documentation held on file 
meet the Safer Recruitment requirements as well as GCC’s safer recruitment policy.
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Scope
Internal Audit was asked to join the HR file review that took place in June 2015 with the aim 
of providing assurance as to the robustness of the process.  A report was issued detailing 
Internal Audit’s observations from that review.

Risk Assurance –  N/A

Control Assurance – N/A

Key findings/Conclusion

The HR file review process is robust in terms of the checks that are undertaken and the 
evidence that is expected to be in place to support the requirements of Safer Recruitment.   
Suggested improvement areas were identified in relation to future file reviews, file testing 
processes, report writing/ownership of recommendations made.

Service Area: Grant Certification

Audit Activity: Troubled Families Grant (Families First)

Background
The Families First (payment-by-result) programme was introduced in a renewed drive to help 
improve the outcomes for troubled families. September 2014 saw Phase One of the roll out of 
the new, expanded Troubled Families Programme. Phase Two of the roll out, which 
Gloucestershire County Council (GCC) signed up to, began in January 2015 and this 
programme was then rolled out nationally in April 2015.

The Department for Communities and Local Government (DCLG) has produced a Financial 
Framework for local authorities. This document makes clear that payment- by-result (PBR) is 
the subject of self-declaration, and therefore the purpose of this audit was to provide 
assurance that the Families First grant conditions and criteria had been met by the families to 
support the PBR grant claim.

Scope
To provide assurance that those families forming the PBR claims met the criteria and that 
there was sufficient evidence to support the outcomes recorded.  

Key findings

During 2015/16 two PBR claims were submitted (September 2015 and January 2016). 
Having reviewed and sample tested the two PBR claims, Internal Audit was satisfied that:

 The claims submitted were made up of successful outcomes appropriate to that 
period; and

 There were effective systems and processes for how families and their eligibility 
markers i.e. education/ crime/anti-social behaviour; progress to work; and continuous 
employment (and off out-of-work benefits) are being collated and verified. 
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Summary of Special Investigations/Counter Fraud Activities 

Current Status

The Counter Fraud Team within Internal Audit (IA) has received 14 new referrals in 2015/16 
to date, and 10 cases referred in 2014/15 continued to be investigated in 2015/16. Eight 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. A 
case from 2016/17, reported below has also resulted in a member of staff resigning and the 
recovery in excess of £1,000.

Of the eight cases closed within 2015/16 relating to the previous year, we have previously 
reported on six. Of the other two closed cases one involved an adult care provider, who it 
was suspected of not providing enough staff to cover the care procured by the Council and 
other local Authorities. The care provider was put under a Performance Improvement Plan 
(PIP) and has improved to the point that the PIP has now ended and officers are now 
content with the provision of care provided. In the other case, relating to a Direct Payment 
(DP), which was not being spent in accordance with the support plan, this has now stopped 
and balances recovered. 

New referrals in 2015/16

Five of the cases received in 2015/16 have been closed, two of which have previously been 
reported. Of the other three referrals now closed one was an allegation received about 
overcharging by one of the Council’s care providers and lack of checking of the provider’s 
invoices by the Council. This was not substantiated; the Council had not been overcharged 
in respect of the individual case cited and it was established and evidenced that the invoices 
from the provider concerned are regularly checked and queries followed up. In respect of 
another case a member of staff has resigned and payment relating to over claiming of travel 
expenses of over £1,000 has been recovered. The third case involved a member of staff 
being dismissed following a disciplinary hearing. 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 Cabinet Office. The latest matches relate to data 
collected in October 2014, although an additional flexible matching report has been obtained 
relating to pensions. In addition to previously reported findings relating to 12 cases of 
overpayment of pension of £18,748 this further report has identified a further 18 cases where 
the Council was unaware that the pensioner had died and their death not reported to us. To 
date this has identified a further £6,428 of overpayment which is in the process of being 
recovered.

The next data matching exercise will be based on data submitted October 2016. 
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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.


