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(1) Introduction

All local authorities must make proper provision for internal audit in line with the 1972 Local 
Government Act (S151) and the Accounts and Audit Regulations 2015. The latter states that 
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”. The Internal Audit Service is provided by Audit Risk 
Assurance under a Shared Service agreement between Gloucestershire County Council, 
Stroud District Council and Gloucester City Council and 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 2017 (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 2017/2018 Internal Audit Programme, including the 
assurance opinions on the effectiveness of risk management and control processes;

 the outcomes of the Internal Audit activity during the period June to September 
2017; and

 special investigations/counter fraud activity.
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(4) Progress against the 2017/2018 Internal Audit Programme, including the 
assurance opinions on risk and control

The schedule provided at Appendix 1 provides the summary of 2017/18 audits which have 
not previously been reported to the Audit and Governance Committee, including four limited 
assurance audit opinions on control.

The schedule provided at Appendix 2 contains a list of all of the audit activity undertaken 
during 2017/2018, 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 2017 to September 2017.
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(4b) Limited Control Assurance Opinions 

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

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

During the period June 2017 to September 2017, four audit reviews have been provided with 
a limited assurance opinion on control which relate to the Approval of Payments for Agency 
Staff, Electronic Call Monitoring (ECM) – All Ages All Disabilities (split opinion), Section 20 – 
Children’s Act and an exempt report.

It is important to note that whilst a limited assurance opinion has been provided in this 
instance, management have responded positively to the recommendations made and 
actions are being taken to address them.  However please note that Internal Audit is 
awaiting management responses in respect of the Section 20 – Children’s Act audit report.

(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. Please note comments made above in respect of the Section 
20 audit.

(4e) Internal Audit Recommendations

During the period June 2017 to September 2017 Internal Audit made, in total, 47 
recommendations to improve the control environment, 17 of these being high priority 
recommendations (100% of these being accepted by management) and 30 being medium 
priority recommendations (100% accepted by management). 

In respect of the Section 20 – Children’s Act audit, Internal Audit have made 7 high priority 
recommendations which are still being considered by management.

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

(4f) Risk Assurance Opinions

There were two limited assurance opinion on risk during the period June 2017 to September 
2017 which related to the Section 20 – Children’s Act and an exempt report. Where limited 
assurance opinions on risk are provided, the reports are given to the appropriate risk 
champion to enable 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 
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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 Shared Service Senior Risk Management Advisor is provided with the 
Internal Audit reports where a limited assurance opinion is provided, to enable the 
prioritisation of risk management support.
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Completed Internal Audit Activity during the period June 2017 to September 
2017

Summary of Limited Assurance Opinions on Control

Service Area: Children and Families

Audit Activity: Section 20 (Children Act 1989) 

Background
Local Authorities have a duty to identify children in need in their local area and provide 
support and accommodation. The Local Authority should undertake an assessment as set 
out in the Framework for the Assessment of Children in Need and their Families and then 
use the findings to determine whether the child should be provided with accommodation.

Section 20 agreements are voluntary arrangements between the Local Authority and the 
parents, where the parents cannot provide their children with suitable accommodation or 
care on a temporary or permanent basis.  However, under these arrangements parental 
responsibility remains solely with the parents until the child returns home (if reunification is 
the plan) and/or permanence plans are progressed through the courts, e.g. adoption or 
Special Guardianship Orders.  Recently published case law has highlighted increasing 
judicial concern regarding the misuse and abuse of section 20 agreements by local 
authorities. 

As at February 2016, the Council had 566 children in care of whom 213 (38%) were looked 
after under a section 20 voluntary arrangement.  

Within 2015/16 and 2016/17, the Council internally reviewed its section 20 agreements 
(which can cause a rise in cases going into care proceedings as well as children being 
returned to their families) and initiated arrangements for improvement. 

Scope
The objectives of the audit were to provide assurance that:

 Policies and procedures exist in relation to entering into and managing section 20 
arrangements;

 Accountability and responsibilities have been appropriately assigned;

 Improvement actions developed from the internal review of section 20 agreements 
have been fully implemented and embedded; 

 Legal and regulatory requirements are properly understood, managed and met;

 Independent Reviewing Officers (IROs) clearly understand their role and 
responsibilities in the review and monitoring of section 20 accommodation; and
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 Section 20 agreements are monitored and reported to the relevant Board/Committee.

Risk Assurance – Limited 

Control Assurance – Limited 

Audit Timing
The section 20 internal audit was planned and agreed to be completed within quarter 4 
2016/17. Audit review and testing was delivered in February and March 2017. 

However due to the timing of the Ofsted ‘inspection of services for children in need of help 
and protection, children looked after and care leavers’ and relevant report, the section 20 
internal audit could not be formally concluded in a timely fashion. Staff turnover at senior 
officer level has also impacted the conclusion of the audit report.

Key Findings
The section 20 internal audit identified a number of areas of good practice, which are also 
raised within the Ofsted inspection report dated 13th June 2017. For example, internal audit 
review of the Liquidlogic system (the Children’s case management system) found that the 
information documented for each child is comprehensive and the history is extensive and 
detailed.  

Internal Audit (based on audit trail and verbal assurance provided by senior management 
during the main audit) also identified a number of observations where an improvement in 
section 20 controls should be considered and actioned, including the following actions:

 Development and publication of a Council policy statement or strategy to confirm the 
Council’s position on child protection matters, particularly in relation to section 20 
arrangements and objectives. 

 Development and issue of up to date local procedures for Council staff involved with 
the assessment, monitoring and management of children accommodated under 
section 20.

 Update of the Council Constitution and relating Schemes of Delegation to clearly 
identify the Council officer responsible for managing, monitoring and report section 
20 arrangements.

 Review of the Permanence Improvement Action Plan position (originally set up in 
2015/16) to assess whether all actions have been fully implemented and continue to 
be applied by the Council.

 Audit testing of a sample of section 20 cases found:

o 8/20 (40%) and 12/50 (24%) overall 29% – No section 20 agreement was 
located;
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o 5/12 (42%) and 20/38 (53%) overall 54% – Agreements found were not dated;

o 5/38 (13%) – Agreements found not signed by Council Officer;

o 1/38 (3%) – Agreements found not signed by Child or Parent/Guardian; 

o 1/20 and 2/50 – The record was confidential and Internal Audit unable to 
access the account; 

o In 11/12 cases of the original 20 audit sample where agreements existed, the 
content of the agreements was checked and found to be appropriate (including 
details of the following checks: Parents Mental Health Capacity; Consent Fully 
Informed; Plain English Easily Understandable and states that the Parent can 
remove the child from the local authority accommodation at any time; and 
Translated where applicable to Parents own language). One agreement did not 
include the full required terms; and

o 16% cases were evidenced as reviewed by the IRO outside of the 20 day 
requirement.

 The Council should ensure that in all cases where section 20 arrangements are 
required, that a section 20 agreement is signed and dated by relevant parties and 
retained on the Liquidlogic system. The Council should then ensure that target 
deadlines are met in respect of the child’s Care Plan and that the independent 
reviewing process monitors the progress accordingly.

 Performance monitoring and management (including key performance indicators) 
should be considered for section 20 arrangements and reported to an appropriate 
officer and Member level. 

Conclusion
The audit recognises a drive for improvement within the section 20 (and permanency) 
processes and controls at Gloucestershire County Council within 2015/16 and 2016/17. It 
also recognises the agreed actions within the Children’s Services Improvement Plan 
(presented to Cabinet on 18th September 2017), which will be overseen by the Children’s 
Services Improvement Board.  However, the findings from this review have identified a 
number of improvement actions which have been translated in 7 high priority 
recommendations, which reduce the control environment assurance level that could be given 
at the time of the audit to Limited.  

Management Actions
Management are considering the recommendations made. 

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: Core Council - HR

Audit Activity: Approval of Payments for Agency Staff 

Background
The contract to supply agency workers was retendered in 2016/17 and was taken over by 
the new provider, de Poel, in October 2016. Agency staff are engaged by Gloucestershire 
County Council (GCC) through this organisation which acts as a broker to liaise with 
recruitment agencies, rather than GCC dealing directly with them.  In addition, the 
organisation ensures that all necessary recruitment checks have been completed by the 
agencies in advance, with the goal to save time for GCC recruitment staff and enabling the 
agency worker to start without any delay.

The contractor’s timesheet and vacancy management system (e-tips) requires GCC 
managers to approve agency worker’s timesheets on a weekly basis, however should they 
fail to do this, e-tips will auto-approve the timesheets to enable the individual agencies to pay 
their staff. To put the audit into context, during February 2017, 392 agency staff timesheets 
were submitted, totalling £348,828.

Scope
The audit reviewed:

 The operating effectiveness of the systems and processes in place for authorising 
timesheets and payment of invoices (in particular timesheets which are auto-
approved for payment); and

 Whether there is a framework in place to enable compliance monitoring and that 
management action is being taken where there is a significant level of auto-approved 
timesheets being processed.

Risk Assurance – Satisfactory

Control Assurance – Limited 

Key Findings
The audit review identified a number of areas of good practice present within the process for 
the approval of agency staff timesheets, including:

 E-tips system access is controlled through a user specific username and password 
and all system users are offered training;

 There are clear targets regards timesheet submission and approval timings, with 
timesheets which have not been approved by this deadline being auto-approved 
within e-tips;

 Monthly reporting from de Poel of the total number of processed timesheets and the 



Appendix 1 Appendix 1

10

number of auto-approvals, with detail by cluster area only; and

 Monthly contract monitoring sessions between de Poel and GCC (including 
representatives from HR, Adult Services and Children’s Services), which include 
review of de Poel reports and contract specific Key Performance Indicators (KPIs).

The audit also identified a number of observations where an improvement in controls should 
be considered and actioned:

 The monthly reports from de Poel confirm that the current levels of agency timesheet 
auto-approval are significant e.g. 48% of timesheets were auto-approved in February 
2017, which is similar to other months.  The final quarter of 2016/17 showed a 56% 
auto-approval rate.  Discussion with officers confirmed that although this KPI is 
monitored through the contract monitoring meetings on a monthly basis, no targeted 
action at service/user level had been completed to date due to the current detail 
available within de Poel reports only being at cluster level.  It is understood that 
reports by responsible manager were part of the contractor’s tender submission; 

 Audit discussions with a sample of timesheet approvers identified that not all had 
been trained on the system; and

 Potential system improvements include e-mail notification to timesheet approvers that 
timesheets were awaiting approval within e-tips (a function available through the 
previous contract).

Conclusion
Agency staff timesheet approval within deadline by the GCC authorised timesheet approvers 
should be the main control applied by the Council.  There will be cases where the auto-
approval process is required (e.g. due to officer sick leave), however this should only be 
applied on an exception basis. Discussion with officers identified that the e-tips system was 
due for an upgrade at the end of July 2017 and at this point all users would be offered 
refresher training.  The upgrade also plans to address the current lack of detail in the auto-
approved reports, to support more comprehensive monitoring of auto-approved timesheets.  
It should be noted however, that only verbal assurance has been received that the upgrade 
and subsequent actions would be delivered as the decision is not formally documented.

A limited assurance opinion has been given for the control environment as the current 
process tested has identified a significant percentage of auto-approvals and does not allow 
for full monitoring of and targeted actions on auto-approved timesheets.  

Management Actions
Management have responded positively to the audit recommendation made in respect of the 
above issues identified. However, whilst Internal Audit will monitor the implementation 
of the recommendations, it is proposed 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: Adult Services

Audit Activity: Electronic Call Monitoring (ECM) – All Ages All Disabilities 

Background
GCC currently spends circa £24m per year on Learning Disability (LD) community based 
care support services. Prior to the introduction of electronic call monitoring (ECM), the 
Council was not easily able to substantiate the support hours provided and was therefore 
potentially paying for commissioned hours rather than the actual hours.

ECM is a system that records the attendance of support staff at a Service User’s (SUs) 
home using a landline telephone or simple alternatives such as using a mobile where a 
landline is not available or support takes place outside of the home. ECM allows for care 
delivery information to be provided in real-time and can aid the streamlining of financial 
processes, removing much of the administrative burden and expense of timesheet 
management and billing, alongside strengthening the contract monitoring agreements and 
offering additional safeguards for both SUs and staff.

The LD Commissioning team identified that over a three-year period, with a maximum spend 
of around £340,000 (managed from existing resources), the introduction of an ECM system 
could expect to yield the Council a net saving of between £1.75m to £2.55m across the LD 
community based care and support sector, supporting the drive for efficiency savings under 
the Council’s Meeting the Challenge 2 (MtC2) programme. 

Scope
The objectives of this audit were to:

1. Evaluate the effectiveness of the monitoring arrangements to ensure contract 
compliance i.e. delivery of commissioned hours and establish how any under 
provisions of support are managed and reported; 

2. Establish the frequency with which the reports available from the CallConfirmLive! 
(CCL!) system are run and evaluate whether they are sufficiently detailed and 
accurate to meet the needs of the service; and

3. Review the process for identifying the savings achieved to-date together with the 
projected future savings and ascertain how these figures are being reported as part 
of the MtC2 programme.

Risk Assurance – Satisfactory

Control Assurance – Objectives 1 and 2 - Limited

                                    Objective 3 - Satisfactory                                  
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Key Findings
 During 2015/16, the Council introduced the use of ECM to all of the 47 (now 64) 

providers delivering care support within the All Age All Disabilities settings.

 The review has highlighted that implementation of ECM has not been without its 
teething problems. Some of the finance related tasks undertaken by the newly 
formed ECM team have turned out to be more resource intensive than original 
anticipated. The arising issues have impacted upon Strategic Finance in respect of 
their ability to meet financial reporting deadlines and with the current level of resource 
within the ECM team, have impeded the Service area’s ability to respond to financial 
queries on a timely basis and fulfil their roles and responsibilities for contract 
management/monitoring arrangements. 

These issues placed additional pressure upon staff within Strategic Finance and the 
ECM team during the 2015/16 closedown of accounts. To avoid a recurrence of the 
financial reporting issues encountered, the ECM team and Strategic Finance have 
been working together to improve and strengthen their working practices and 
processes in relation to the recording and reporting of financial information, including 
MtC2 savings. However, whilst there have been improvements with the quality of 
information provided, Strategic Finance still have concerns over the time taken by the 
ECM team to respond to some of the more ad hoc financial queries.

 Whilst it is commendable that the anticipated minimum 2015/16-2016/17 MtC2 saving 
targets of £1.75m has been met/exceeded by £0.35m, due to the current lack of 
contract management/monitoring arrangements, the performance information that is 
available from the ECM system is not being fully utilised to aid the Council’s 
management of internal service areas, the marketplace and to help mitigate the 
inherent risks that could impact upon the Council fulfilling its statutory duties.  

The savings that have been achieved to-date are as a direct result of an overall 
under provision of commissioned support hours. However, the ability to provide a 
timely response to financial queries remains challenging and the contract 
management and monitoring arrangements for provider compliance with the terms 
and conditions of ECM alongside other inter-related activities has been impeded with 
only ad hoc monitoring reports being run to resolve specific issues therefore, it is not 
known what impact this may or may not have on the SUs.

Sample testing undertaken by Internal Audit has evidenced poor care provider 
compliance with the use of the ECM system. Whilst it is appreciated that this may be 
due to the infancy of operating the ECM system, management need to implement a 
monitoring process to ensure data accuracy, validate the accuracy of payments to be 
made, which in turn reduces the risk of potential irregularity.

 Internal Audit established that whilst at the project stage, adequate risk management 
arrangements were in place, the audit identified that the risk register has not been 
updated / revised following the transition of ECM into business as usual. 



Appendix 1 Appendix 1

13

A review of the key inherent risks associated with the ongoing service delivery, 
detailing the controls in place to mitigate them, should be undertaken and kept under 
review as part of the day to day business.  

Conclusion
 IA has made four high priority recommendations and places focus upon the need for 

management to review the level of staff resource required to fulfil the contract 
management and monitoring activities and risk management arrangements, to 
ensure that these are adequate to meet the requirements of the Council’s Contract 
Management Framework and Risk Management Strategy.

Management Actions
Management have responded positively to the audit recommendations made in respect of 
the above issues identified. However, whilst Internal Audit will monitor the 
implementation of the recommendations, it is proposed 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: Core Council–Asset Management and Property Services(AMPS)

Audit Activity: Contractor Partnering Framework Agreement: Major 
Construction Works

Background
GCC has procured a framework agreement for major construction works for building projects 
/ works, including design where appropriate and comprising of new buildings, extensions, 
refurbishments and associated maintenance.  The framework agreement is open to GCC, 
District Councils, Parish and Town Councils, Schools / Academies, Offices, Libraries, Day 
Centres, Care Homes, Fire Stations and other public buildings within Gloucestershire.

The framework agreement commenced on 1st June 2015 and is in place for a maximum of 
three years with an option to extend for a further one year.  The total value of the contract 
over the term of the contract is up to £95m excluding VAT.

The framework agreement is made up of two elements as follows:

 Lot 1 - works / projects between £150k and £600k in net value; and

 Lot 2 - works / projects above £600k.

Five contractors have been awarded the work per lot.
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Scope
The objectives for this audit were as follows:

 Cost provision for the work has been correctly determined and authorised;

 Contracts for work have been appropriately authorised and awarded in accordance 
with the framework agreement; and

 The contract sum submitted by the contractor is in accordance with their tender to the 
framework and the framework agreement.

Risk Assurance – Satisfactory 

Control Assurance – Satisfactory

Key Findings
 Appropriate approval for the project and the budgets had been obtained for the 

random sample of 13 projects selected by Internal Audit for review.

 The Project Allocation spreadsheets, used to manage and monitor the assignment of 
projects, highlighted discrepancies such as duplication of a project, incorrect project 
value recorded and spreadsheet formula errors.  In addition the total value of all 
projects used to measure the total financial level of projects against the framework 
agreement total value was incorrectly based on the initial project cost rather than the 
latest project value.

 The Project Allocation spreadsheets highlighted that on four occasions two or six 
projects were assigned to contractors on the same date indicating that some form of 
direct selection, which is allowable in the framework agreement, had been applied.  
Contractors were not aware that this selection method was applied and there was no 
documented rationale for the contractor selection or appropriate approval to support 
the decision making for these projects.

 A review of the framework agreement established that regular measurement and 
monitoring of key performance indicators had not been performed as per the 
framework agreement.  In addition projects have not been rebalanced by value after 
each rotation cycle and therefore the value of awards per contractor is inequitable 
after the second rotation cycle.

 There was no documentary evidence to confirm that preliminary costs, as per the 
contractors pricing schedule in the framework agreement, have been annually 
indexed / uplifted in line with the Building Cost Information Service (BCIS) Tender 
Price Index.

 The six contractors internal audit contacted on the framework agreement, all 
confirmed that they were satisfied with the application and operation of the allocation 
of projects and the levels and value of projects assigned to them.
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 The framework agreement indicates that contractors’ overheads and profit and 
preliminary charges, as per their pricing schedule, are capped for the duration of the 
framework agreement (subject to indexation of preliminaries).  A review by Internal 
Audit of the overheads and profit and preliminary contractor charges for four projects 
highlighted discrepancies with the project preliminary charges and contractor's 
pricing schedule.  In addition, for one mini-competition, all the contractors’ overheads 
and profit percentage were higher than that stated in the framework agreement.

 Contractors advised Internal Audit that they did not believe that their overheads and 
profit percentage and preliminary charges, as per their pricing schedules, applied 
when a mini-competition was used for a project, in contravention of the framework 
agreement.

 A Project Gateway Approval Record is required to be completed for each project to 
provide confirmation and assurance that key activities are completed and appropriate 
project sponsor and AMPS management approval has been obtained.  A review by 
Internal Audit of a sample of 13 projects highlighted that one Project Manager out of 
the two did not complete a Project Gateway Approval Record.  In addition there was 
no robust direct line management scrutiny of the records used to assign projects or 
the performance and application of project activities by the Project Manager.

Conclusion
Records are being maintained of project allocations to contractors and there is evidence to 
confirm Project Managers are managing their assigned projects to completion.  In addition 
contractors on the framework agreement have provided positive comments to the allocation 
of projects and operation of the framework agreement by GCC Officers.

However, the audit review has highlighted that there is a lack of direct effective and robust 
line management monitoring for compliance with the framework agreement, maintenance of 
accurate project allocation records and contract management of individual projects, which 
has resulted in six medium priority recommendations raised by Internal Audit. 

Management Actions
Management have responded positively to the audit recommendations made in respect of 
the above issues identified.
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Service Area: Core Council – Business Service Centre (BSC)

Audit Activity: Duplicate Payments, Accounts Payable Fiscal Technology 

Background
FISCAL’s AP (Accounts Payable) Forensics® Enterprise Suite (APFT) is a set of forensics 
tools that are used by organisations to reduce overpayments, detect fraud and protect an 
organisation’s overall spend. The software has been designed specifically for Purchase-to-
Pay (P2P) staff to monitor duplicate payments and works alongside any accounting or 
Enterprise Resource Planning - (ERP) system such as SAP (the Council’s financial 
accounting system).

The BSC use this dedicated software to run reports on a daily basis that identify potential 
duplicate payments. The system checks the payments pending against the database of 
payments made and produces a list of potential duplicate invoices. The BSC checks the 
items that they think might be duplicates included in the report. If the BSC identifies any 
potential duplicates, the payment is reversed before the Bankers’ Automated Clearing 
Services (BACS) payment run and further investigations are undertaken to check if it is a 
duplicate. 

Scope
The objective of the audit was to review the processes/controls in place for identifying and 
correcting duplicate vendor payments to ensure that they are operating as intended by:

 Reviewing the daily process and internal controls to understand how the report is 
produced and reviewed;

 Obtaining evidence to support that the software is used before every payment run;

 Reviewing a sample of duplicate payments identified on the reports to check that the 
payment has been reversed, payment stopped and that further investigation is 
undertaken as required;

 Reviewing any areas of the report which are routinely ignored to understand why this 
is the case and identify improvements that could be made to reduce the number of 
matches in the report and prevent legitimate matches going undetected; and

 Reviewing which modules of the available technology are applied and identify what 
other areas are available but not yet used.

Risk Assurance – Substantial

Control Assurance – Satisfactory
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Key Findings
 Payment data is downloaded from SAP on a daily basis into FISCAL’s APFT to 

generate a possible duplicate payment report. This is reviewed by BSC payment staff 
on a daily basis with the goal to prevent duplicate payments from being made by the 
Council; 

 There is an audit trail retained on the system detailing the date of the review and the 
person logged on;

 The payment data on APFT is not reconciled to payment data on SAP on a daily 
basis. Internal Audit noted that the total amounts drawn down from SAP did not 
match the amounts in SAP. In order to ensure that the data drawn down from APFT 
is picking up all of the duplicate payments the amounts drawn down should be 
reconciled with the amounts on SAP; 

 The payment data on APFT goes back to 2010 making the system run slowly from an 
operator’s standpoint and due to this, the data is reviewed outside of the application 
in excel; and

 APFT terminology is not consistent between report types (e.g. definitions of report 
terms). This could potentially lead to confusion in data being analysed. Whilst this is 
not an issue at the moment, this may not be the case if the BSC was to expand its 
use of APFT reports.

Conclusion
The use of APFT to identify duplicate payments would appear to be working well, and the 
limited testing undertaken by Internal Audit did not identify any duplicate payments that had 
not already been picked up through the use of the APFT software.

However, without a reconciliation process between the two systems in place, it is possible 
that errors and omissions may occur and go unnoticed, and it was therefore recommended 
that a reconciliation process is introduced.  

If the BSC decides to expand its use of APFT reports, care should be undertaken to ensure 
that staff are aware of the potential differences in terminology from one report to another to 
ensure that any analysis undertaken is carried out using the correct data.

Management Actions
Management have responded positively to the one high priority and two medium priority 
recommendations made in respect of the above issues identified. 
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Service Area: Strategic Finance

Audit Activity: Budget Setting 

Background
GCC expenditure is funded principally by government grants, council tax, national non-
domestic rates (NNDR), fees and charges and transfers from reserves, with more than 50% 
coming from local taxation. In February each year the Council has to set the council tax rate 
for the forthcoming year. To do this it has to have reviewed its plans and set a budget for the 
total expenditure required. As the opportunity to raise revenue through local taxation is an 
annual one the budget set must be realistic.

The budget has to be allocated on the Council’s financial management system (SAP) at the 
start of the Council financial year to ensure budget holders are fully aware of their budgets, 
as they will be held accountable through budget monitoring for achieving their objectives 
within the budget set. 

The Council has a policy of reducing long term debt and therefore any capital expenditure is 
either met from capital contributions, capital grants or directly from the revenue budget. In 
recent years there has been a programme of raising capital receipts through the sale of its 
assets. This has meant that in both 2016/17 and 2017/18 it has been possible to finance 
some priority schemes from revenue.

Scope
This review examines both the capital and revenue budget setting processes in respect of 
the 2017/18 budgets to provide assurance that accurate and operationally reflective budgets 
are set at the start of the financial year and that the Medium Term Financial Strategy (MTFS) 
challenge process is operating effectively. The essentials of good budget setting are set out 
by the Chartered Institute of Public Finance and Accountancy (CIPFA). These include:  

 There is a robust budget preparation timetable;

 Budgets are linked to financial plans and reflect organisational objectives;

 Budgets are based on realistic projections about pay, inflation, corporate priorities 
and known cost pressures;

 Budgets are restructured to take account of changes taking place within the 
organisation;

 The reasons for, and consequences of, both over and underspending in previous 
years are taken into account when setting budgets;

 Revenue budgets include the effects of capital transactions;
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 All available information about future developments is taken into account in setting 
budgets;

 The budget holder leads the budget-setting process, ensures that budgets are 
profiled to aid budgetary control and has ownership of the budget concerned;

 Budgets input to SAP are as far as possible right first time, so that in-year virements 
relate to in-year changes and not correction of initial allocations;

 Savings in the budget should be specific, identified and allocated to individuals to 
achieve, and achievement of them should be planned and actively managed (Council 
detailed savings programme and relevant governance approach not within budget 
setting audit scope);  

 Multi-year budgeting is undertaken, with the year one budget being more detailed 
than future years; and 

 Service planning and the budget process are integrated.

Internal Audit reviewed the budget setting process to see how well these principles are 
applied.

Risk Assurance – Satisfactory

Control Assurance – Satisfactory 

Key Findings
 Overall budget setting is well managed. The MTFS forecasts budgets over three 

years with the current year forming the basis for the forthcoming year’s budget.

 Senior Managers and Members review the changes to the budget considering them 
alongside the Council’s corporate objectives. There is a robust budget timetable 
which is adhered to.

 Teams assessing the capital and revenue bids are relevant from finance, 
performance and the business enabling them to effectively challenge the various 
bids. Whilst the role of Business Partners and Finance Managers is being reviewed 
these should be formalised.

 The financial requirement of some bids cannot be agreed in advance as factors such 
as demand and inflation are only estimated. These are agreed in principle and 
monies held temporarily in contingencies. There should be a policy governing the 
creation and release of such funding.

 Budgets are reviewed by the Corporate Management Team (CoMT), Cabinet and 
ultimately the County Council in order to set the council tax for the next year.
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 The budget is built up from a historical base. However, areas of the budget are 
reviewed when there is a restructure and as the authority has endured an extensive 
period of austerity, budgets have had to be regularly reviewed in order to identify 
savings. Zero based budgeting is not undertaken.

 With the introduction of the SAP budget monitoring regime all budget holders and 
budget managers have received training. Part of this training has been to promote 
awareness of their responsibilities in terms of being budget holders. They are advised 
that they should be setting their budgets and profiles to assist them in the budget 
monitoring process and to aid budgetary control. Whilst the Finance Managers for 
support services and Communities ensure that this happens, in other service areas 
(Adults and Children and Families) although the finance staff work with budget 
holders (and those budget holders are aware of their responsibilities) budgets are 
generally allocated and profiled by Strategic Finance. Whilst Internal Audit 
understands the rationale behind this, ideally there should be a movement towards 
enabling budget holders to take more responsibility.

 Budget uploads are input in March, before the start of the financial year and 
reconciled to the MTFS. There is a strong control over this process.

 Budgets are not always input right first time, partially because Finance Managers 
target to create a good audit trail of changes, through virement and also due to time 
constraints. However they endeavour to make changes prior to the first round of 
budget monitoring.

 Contingencies are held where firm costs are unknown. Finance is developing 
processes to approve release of funding. 

Conclusion
The Council’s process is in line with most of the CIPFA budget setting principles of good 
practice.

The audit raised eight medium priority recommendations aimed at enhancing the Council’s 
budget setting processes in line with good practice criteria. Recommendations include (but 
are not exclusive to), encouraging budget holder budget ownership in all Council services 
e.g. through the requirement to set their own budgets and profiles; inclusion of the bid 
evaluation criteria within relevant guidance notes; retention of all bid supporting 
documentation by Finance to ensure a complete audit trail from bid submission to MTFS 
impact; and consideration of the introduction of zero based budgeting to review historical 
budgets. 

Management Actions
Management have responded positively to the Internal Audit recommendations made.  
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Service Area: Children and Families

Audit Activity: Schools Catering Contract

Background
In May 2015, following a tendering process, GCC entered into a four-year framework 
agreement with a single contractor for the provision of school meals in Gloucestershire.  The 
agreement is arranged by GCC but allows schools to call-off to form their own contracts, 
which are then managed by GCC.  The total value of the contract is in the region of £37m-
£52m.

Scope
This review sought to determine whether there are adequate and effective arrangements in 
place for the management and monitoring of the schools catering contract and that these are 
in compliance with the mandatory requirements as detailed within the Council’s Contract 
Management Framework (CMF).

Risk Assurance – Satisfactory

Control Assurance – Satisfactory

Key Findings
 Internal Audit established that the contract management and monitoring 

arrangements of the school’s catering contract are in compliance with the mandatory 
tasks for silver contracts, as specified within the CMF and are operating effectively, 
with the exception of two areas; these being the risk management and business 
continuity arrangements.

 The control environment for administering rebates also needs to be strengthened.  
Rebates are available to schools who prepare meals for other schools and also 
where the number of meals served at each school exceeds a set percentage figure, 
depending on whether it is an infant, primary or junior school.  Each term the 
contractor sends GCC a report stating which schools are eligible for rebates, together 
with credit notes for the amounts for processing.

Currently there is no check being undertaken to determine whether the amounts are 
correct and all schools who are entitled to a rebate have received the expected 
amounts.  This was highlighted when some schools who act as production kitchens 
contacted the contract manager following the Autumn 2015 and Spring 2016 
payments to say they had not received the expected production rebates.  When this 
was investigated by the contract manager it was discovered that a total of £53,479.65 
had not been reimbursed to schools for this period.  This was rectified by the 
contractor once they had been advised of the error.
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Conclusion
The contract management and monitoring arrangements are in compliance with the CMF 
with the exception of two areas, these being the risk management and business continuity 
arrangements.  In addition, the control environment for administering rebates payable needs 
to be strengthened.

Internal Audit has made three high priority recommendations to address the findings 
emanating from the review.  Once introduced, this should ensure that the control framework 
for the management and monitoring of this contractual agreement is further strengthened 
and complies with the requirements of the CMF.

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

Service Area: Communities

Audit Activity: Street Works

Background
Statutory undertakers such as utility companies and contractors require access to the 
highways in order to install/repair their assets. The Street Works Team (SWT) within GCC is 
responsible for processing the applications made by statutory undertakers and when the 
agreed works have been completed, to inspect the highways to ensure that the County’s 
roads and pathways have been reinstated to the required standards. Income from fees and 
fines are circa £600,000 annually to GCC.

Scope
The objectives of this audit were to ensure that the:

 processing of applications and inspections of works are carried out effectively and 
consistently in line with GCC policies and legislation; and

 income due to GCC from the applications are invoiced promptly, received as agreed 
and expected, and coded correctly within the financial management system (SAP).

Risk Assurance – Satisfactory

Control Assurance – Satisfactory
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Key Findings
 The relevant notice received from the statutory undertaker had been reviewed by a 

Street Works Co-ordinator in line with the relevant legislation and guidance on 
effective traffic co-ordination. An audit trail of all changes and reviews of each notice 
is also available within the Symology system (the Council’s Traffic Management 
System);

 The value of any Section 74 (Overrun) fines are agreed by the Traffic Manager 
(under Officers Scheme of Delegation) and the statutory undertaker upfront before 
being issued by GCC. The decision making process is recorded with documentation 
to support the outcome for these cases; 

 GCC charges a set fee of £1,250 for standard road closures as at 2016/17 and 
formal debtor invoices are raised and issued to the statutory undertaker. However, 
due to the nature of offering a standard fee, GCC can receive more or less than the 
actual costs of the road closure which is inconsistent with the legislation which states 
that local authorities may only recover their costs. The SWT were aware of this and 
previously have referred this to the Highway Authorities and Utilities Committee 
(HAUC) and no concerns were raised. This risk of challenge is accepted by GCC and 
is considered to be low;

 At the time of this review overdue income i.e. aged debt due to SWT stood at 
£122,000 of which some £50,000 related to historic road closures. Whilst the fees for 
a planned (i.e. non-urgent) road closure should be received upfront this is not always 
the case and this together with ad-hoc monitoring has led to the current position. A 
more robust monitoring and chasing process was agreed between SWT and 
Strategic Finance just prior to the commencement of the audit; and 

 Fixed Penalty Notices relating to Section 74 (Overrun) are notified to the statutory 
undertaker through Symology and a consequently a formal invoice is not 
subsequently raised. The amounts due to GCC from these fines are being monitored 
regularly by the SWT.

Conclusion
Street Works is an area heavily governed by legislation and guidance of which local 
authorities are obliged to act within, therefore removing the majority of the need for internal 
policies. From this review, Internal Audit was able to provide assurance that the SWT 
operate within legislation with consideration of the risk and follow the best practice guidance 
where practical, to ensure efficient and effective Street Work co-ordination. While monitoring 
arrangements for aged debt and Fixed Penalty Notices have been revised, the SWT do not 
have formal arrangements for monitoring the creation of invoices, which could potentially 
lead to a loss of income. 

Management Actions
Management have responded positively to the two medium priority recommendations made.
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Summary of Substantial Assurance Opinions on Control

Service Area: Pensions

Audit Activity: Pension Payments

Background
The Pensions Administration section is responsible for the administration of the Local 
Government Pension Scheme (LGPS) within the geographical area of Gloucestershire.  
They administer the pensions for 180 different employers with circa 18,000 active members 
and 16,000 deferred members.  They are also responsible for processing pension payments 
for approximately 12,800 pensioners where circa £56m is paid out in annual pension 
payments, £9m as lump sums and £1m in death grants.

New regulations came into effect from 1st April 2014 when the scheme changed from a Final 
Salary Scheme to a Career Average Scheme.  As a result, from April 2014 employers have 
needed to keep additional information on average salaries for each of their employees and 
provide the Pensions Administration section with an annual return by 31st May each year.

Employees’ pensions accrued before April 2014 will be based on the Final Salary Scheme.  
However, the majority of calculations relating to active members, whether for retirement or 
early leaving will now be made up of a final salary element for the pre-2014 service and a 
career average revalued earnings (CARE) element for the post-2014 service.

Scope
The objectives of this audit were to ensure that:

 The Local Government Pension Scheme 2014 Regulations have been taken into 
account by the Pensions Administration section and that controls have been 
introduced to ensure that the correct pensions and lump sums will be calculated; and

 Any pensions payments that have been calculated for the sample selected have 
been correctly set up on SAP (the Council’s financial system).

Risk Assurance – Substantial

Control Assurance – Substantial

Key Findings
 During the period 1st April 2016 to 28th October 2016 there were 4,738 pensions’ 

leavers.  From this a representative sample of 16 cases was selected for testing 
which included refunds of pension contributions, deferred pensions, pensions 
payments and a death.
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 For each of the sample cases a selection of documentation was reviewed in 
conjunction with the Pensions Administration Manager. This provided assurance that 
the calculations had been correctly performed by the Pensions officers and that the 
quality assurance process within the Pensions Administration section was effective.  
No errors were found in any of the 16 sample cases tested.

 Because the pensions calculations are heavily reliant on the automation of the Altair 
system (the Pensions Administration section’s database), the pensions calculations 
were manually re-performed for two of the cases and this provided assurance that 
Altair was performing the calculations correctly.  

 The review highlighted that systems and processes within the Pensions 
Administration section could be enhanced to ensure that employers will provide the 
necessary information and that the pensions’ calculations will be performed in the 
most efficient manner.

 When the new information requirements from employers are fully implemented, the 
SAP access of the Pensions officers will need to be reviewed to ensure that they only 
have access that is appropriate for the amended roles that they will be need to 
perform going forward.

 The pensions contribution refunds, pensions payments and the death resulted in 
payments needing to be set up by the Business Service Centre (BSC).  The controls 
between the Pensions Administration section and the BSC were reviewed and it was 
confirmed that all the payments had been set up and paid correctly.

Conclusion
The LGPS 2014 Regulations have been taken into account by the Pensions Administration 
section when making pensions’ calculations and no errors were identified in the sample 
tested.  Systems and processes are being reviewed to ensure that employers will provide 
the required information for the Pensions officers to perform the necessary calculations in 
the most efficient manner.

Where pensions’ payments were due, these had been correctly set up and paid on SAP.

Management Actions
Management have responded positively to the two audit recommendations made (i.e. 
production of guidance notes and SAP access).
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Summary of Consulting Activity, Grant Certification and/or Support Delivered 
where no Opinions are provided

No audit assurance opinions on risk and control are provided in this section as this section 
relates to other audit activity such as statutory Chief Internal Auditor grant certification sign 
off and consultancy work i.e. where internal audit advise management on the risk and control 
environment in relation to new and emerging risks, projects, systems and processes to help 
‘design out’ risk at the developmental stage. 

Service Area: Grant Certification

Audit Activity: Community Capacity Grant

Background
In December 2012 the Department of Health (DoH) advised local authorities of their 
allocations under the Adults’ Personal Social Services grant for 2013/14 and 2014/15. As 
part of this allocation, the Community Capacity (Capital) Grant provides capital funding to 
support development in personalisation, reform and efficiency.

Gloucestershire County Council received a Community Capacity (Capital) Grant allocation of 
£1,360,488 in 2013/14 and £1,387,970 in 2014/15. The relevant Grant Determinations 
confirm the grant ‘may be used only for the purposes that a capital receipt may be used for 
in accordance with regulations made under section 11 of the Local Government Act 2003.’

Scope
The Chief Executive and Chief Internal Auditor are required to return to the DoH a 
declaration by 30th June 2017 in the following terms:

 ‘To the best of our knowledge and belief, and having carried out appropriate 
investigations and checks, in our opinion, in all significant respects, the conditions 
attached to the Community Capacity Grant No 31/2219 and No 31/2393 have been 
and will be complied with’.

The audit scope was to provide assurance that, in all significant respects the conditions of 
the Grant Determinations have been complied with. The period under audit review was 
2016/17, with consideration of relevant internal audit findings from prior year.

Key Findings
 The Council received Community Capacity (Capital) Grant funding of £1,360,488 in 

2013/14 and £1,387,970 in 2014/15; 

 Expenditure in financial years before 2016/17 totalled £420,380; and

 In 2016/17 a total of £0 was spent from the Community Capacity (Capital) scheme, 
with the remaining balance of £2,328,078 being carried forward into 2017/18.
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Conclusion
Based on discussions with officers and a review of records maintained by the Council, we 
have gained assurance that the conditions of the Grant Determinations have been fulfilled 
and as such the declaration can be signed and submitted to the DoH.  

The remainder of the Community Capacity (Capital) Grant funding, £2,328,078, has been 
carried forward into 2017/18.

Service Area: Grant Certification

Audit Activity: Disabled Facilities Capital Grant

Background
The Disabled Facilities Grant (DFG) is for the provision of adaptations to disabled people’s 
homes to help them to live independently in their own homes for longer. This funding is part 
of the Better Care Fund (BCF), allocated to County Councils by the DCLG to be further 
distributed to District Councils as the local housing authorities.

GCC received an allocation of £4,681,764 in 2016/17 from the Better Care Fund Disabled 
Facilities Capital Grant.  Under the grant determination 2016/17: No 31/2743, the grant: 

 May be used only for the purposes that a capital receipt may be used for in 
accordance with regulations made under section 11 of the Local Government Act 
2003;

 Is to be paid such that the specified housing authorities are to be paid the amount 
specified in Annex B of the grant determination letter; and

 Is required to be transferred into the local Better Care Fund pooled budget, under 
section 75 of the NHS Act 2006, and spent in accordance with a BCF spending plan 
jointly agreed between the local authority and the relevant Clinical Commissioning 
Groups (CCG) and approved by NHS England.

Scope
The Chief Executive and Chief Internal Auditor are required to return to the DCLG a 
declaration by 30th September 2017 in the following terms to provide assurance:

 To the best of our knowledge and belief, and having carried out appropriate 
investigations and checks, in our opinion, in all significant respects, the conditions 
attached to Disabled Facilities Capital Grant Determination (2016/17) No 31/2743 
have been complied with. 
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Key Findings
 The Council received funding of £4,681,764 in 2016/17 under the Disabled Facilities 

Capital Grant scheme;

 The monies have been recorded as part of the Better Care Fund but have not been 
distributed as intended by the grant determination. The County Council agreed with 
the District Councils that the full allocations would not be distributed due to the 
District Councils being unlikely to spend their allocations in 2016/17. Instead District 
Councils would be fully funded for their respective actual spend on DFGs from the 
BCF with the remainder of the DFG being used to create a pooled budget held by the 
County Council.  This was formally agreed at the Gloucestershire Chief Executives 
and Heads of Paid Service meeting in November 2016 and approved at the Health 
and Wellbeing Board on 17th January 2017;

 The District Councils’ actual spend on DFGs in 2016/17 was £2,420,176.26;

 In addition to the actual spend by the District Councils, a fund for community 
equipment for general expenditure of equipment needed across the County was 
agreed among the District Councils. This expenditure for larger home adaptations 
was included as part of the Disabled Facilities Grant as it is eligible for grant funding, 
is county-wide and is managed through the Pooled Community Equipment Budget 
(pooled between GCC and CCG).  The total amount that was capitalised for 2016/17 
was £961,504.00;

 The total expenditure for the DFG for 2016/17 was therefore £3,381,680.26;

 An underspend of £1,300,082.26 has been recorded for 2016/17. As agreed between 
the District Councils and the County Council this has been carried forward as part of 
the Better Care Fund for 2017/18; and

 The Section 151 Officers in all of the District Councils have confirmed compliance 
with the following statement for the monies spent by them in 2016/17:

“To the best of our knowledge and belief, and having carried out appropriate 
investigations and checks, in our opinion, in all significant respects, the conditions 
attached to the Disabled Facilities Capital Grant Determination (2016/17) No 31/2743 
have been complied with”.

Conclusion
 Based on declarations provided by District Councils and GCC and a review of 

records maintained by the Council, Internal Audit has gained assurance that the 
conditions of the grant determination have been fulfilled and as such the declaration 
was signed and submitted to the DCLG.
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Service Area: Grant Certification

Audit Activity: Fire and Rescue Authorities Grant

Background
The Department of Communities and Local Government (DCLG) has historically provided 
funding to local fire authorities to assist in the acquisition of replacement appliances and 
other capital related projects. In this respect, the Council has received the following grants:

Grant Determination: 2011/12 (No. 31/1992) £1,700,000; and

Grant Determination: 2014/15 (No. 31/2322) £822,361.

Scope
This audit reviewed relevant grant expenditure incurred in 2016/17. The aim was to provide 
reasonable assurance to the Chief Finance Officer that the conditions attached to the grant 
determinations have been complied with to enable the 2016/17 annual declaration to be 
signed and submitted to the DCLG.

Key Findings 
 Grant carry forward to 2016/17 was £903,038.10;

 £397,491.39 has been expended against both Grant Determinations for the Fire and 
Rescue Authorities Grant in 2016/17 for relevant capital expenditure;

 Audit review confirmed that expenditure from these grants during 2016/17 has been 
monitored by Strategic Finance and appropriate records maintained;

 Audit sample testing reviewed 65% of grant expenditure from 2016/17. Testing 
results confirmed sampled expenditure agreement to supporting audit trail and grant 
determination capital expenditure requirements; and

 £505,546.71 has been carried forwarded in 2017/18.

Conclusion
From sample review of the 2016/17 grant expenditure, Internal Audit was able to gain 
assurance that the expenditure has been appropriately classified as a capital related item.  
Consequently, Internal Audit is able to conclude that the conditions attached to the 
respective grant determinations have been complied with within 2016/17. 
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Service Area: Grant Certification

Audit Activity: Highways Maintenance Challenge Fund

Background
The Highways Maintenance Challenge Fund supports GCC’s £20m LED invest-to-save 
project, converting all street lighting to LED by March 2019 utilising a Central Management 
System (CMS) to maximise energy saving, CO2 reduction and maintenance savings. This 
includes replacing 6,135 aluminium / concrete life-expired columns, which are only inspected 
visually. The grant allocation for 2016/17 was £1,817,000 split into three payments 
throughout the year as follows:

13th May 2016 - £455,000 

18th November 2016 - £1,200,000

20th January 2017 - £162,000

Scope
The Highways Maintenance Challenge Fund grant may only be used for the purposes that a 
capital receipt may be used for in accordance with regulations made under section 11 of the 
Local Government Act 2003. 

The Chief Executive and the Chief Internal Auditor are required to return to Department for 
Transport (DfT) a declaration by 30th September 2017 in the following terms: 

“To the best of our knowledge and belief, and having carried out appropriate investigations 
and checks, in our opinion, in all significant respects, the conditions attached to Highways 
Maintenance Challenge Fund Specific Grant Determination 2016/17 Number 31/2874 have 
been complied with”.

Key Findings
This declaration is made in respect of the £1,817,000 grant allocated to the authority under 
the grant determinations detailed above: 

 The records supplied by the Strategic Finance Accountant confirm that at the year-
end the Highways Maintenance Challenge Fund grant for 2016/17 was fully 
expended. Internal Audit has reviewed a sample of transactions and confirmed that 
expenditure is in accordance with the relevant DfT grant conditions; and

 The capital expenditure for the Highways Maintenance Challenge Fund grant is 
monitored by the Capital Accountant who has confirmed that this relates fully to the 
purchase of capital items, and was accounted for as such in the Council’s financial 
system.
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Conclusion
Internal Audit has concluded that the conditions of the Grant Determination for 2016/17 have 
been complied with.

Service Area: Grant Certification

Audit Activity: Local Growth Fund

Background
Under the Local Growth Fund Payment Determination (April 2016) (2016/17): No 31/2777 
Capital, the Council received a grant of £23,079,605 for the period 2016/17. This grant was 
to be used on Capital projects agreed by the Gloucestershire Local Enterprise Partnership 
Board with GCC acting in the capacity of Accountable Body for the funding. 

Scope
The Chief Executive and Chief Internal Auditor are required to confirm to the DCLG that the 
conditions attached to the grant have been complied with. This audit reviewed the 
expenditure to provide assurance to these officers that this was the case, prior to the 
certificate being submitted.

Key Findings
 £23,079,60 was received by GCC as the Accountable Body for 2016/17. This was 

allocated as follows:

o £7,072,868.54 to actual claims from scheme promoters;

o £10,017,357.66 revised Transport Delegation for 2016/17 transferred to 
Capital Government Grants; and

o £5,989,378.80 underspend carried forward in the SAP code for Accountable 
Body Receipts in Advance.

 Appropriate records are maintained by Strategic Finance; and

 Agreements with scheme promoters require any incurred expenditure to be eligible.  
However, actual expenditure incurred by scheme promoters was not verified by 
Internal Audit.

Conclusion
To the best of our knowledge and belief, and having carried out appropriate investigations 
and checks, in our opinion, in all significant respects, the conditions attached to Local 
Growth Fund Payment Determination (April 2016) (2016-17) [31/21777] are correct.
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Service Area: Grant Certification

Audit Activity: Local Transport Capital Block Funding

Background
On 22nd April 2016 a letter was issued by the DfT stating the allocation of the Local 
Transport Capital Block Funding (Integrated Transport and Highway Maintenance) Grant for 
2016/17: No 31/2784. The grant allocation for the year was £20,209,000 with the split being 
as follows:

 Integrated Transport - £2,861,000;

 Highways Maintenance Needs element - £16,349,000; and

 Highways Maintenance Incentive Element- £999,000. 

Scope
This review was undertaken to ensure that the Integrated Transport and Highway 
Maintenance grant was only used for the purposes that a capital receipt may be used for in 
accordance with regulations made under section 11 of the Local Government Act 2003. 

The Chief Executive and the Chief Internal Auditor were required to sign and return to DfT a 
declaration by 30th September 2017 in the following terms: 

“To the best of our knowledge and belief, and having carried out appropriate investigations 
and checks, in our opinion, in all significant respects, the conditions attached to Local 
Transport Capital Block Funding (Integrated Transport and Highway Maintenance) Specific 
Grant Determination 2016/17 No31/2784 have been complied with”.

Key Findings
 The Council received funding of £20,209,000 in 2016/17 under the Local Transport 

Capital Block Funding Grant Scheme;

 The records supplied by the Strategic Finance Accountant confirmed that at the year-
end the Local Transport Capital Block Funding Grant for 2016/17 had been fully 
expended leaving no remaining balance to be carried forward in 2017/18. Internal 
Audit reviewed a sample of transactions and confirmed that expenditure was in 
accordance with the relevant grant conditions; and

 The capital expenditure for Integrated Transport and Highway Maintenance is 
monitored by the Capital Accountant who has confirmed that this relates fully to the 
purchase of capital items, and was accounted for as such in the Council’s financial 
system.
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Conclusion
Based on discussions with officers and a review of records maintained by the Council, 
Internal Audit has gained assurance that the conditions of the grant determination have been 
fulfilled.

Service Area: Grant Certification

Audit Activity: Pothole Action Fund

Background
On 11th May 2016 a letter was issued by the DfT stating the allocation of the Pothole Action 
Fund Grant for 2016/17: No 31/2794. The grant allocation for the year was £1,006,000, 
which was paid to Gloucestershire County Council on 29th April 2016.

Scope
The Pothole Action Fund may only be used for the purposes that a capital receipt may be 
used for in accordance with regulations made under section 11 of the Local Government Act 
2003. 

The Chief Executive and the Chief Internal Auditor are required to sign and return to DfT a 
declaration by 30th September 2017 in the following terms: 

“To the best of our knowledge and belief, and having carried out appropriate investigations 
and checks, in our opinion, in all significant respects, the conditions attached to the Pothole 
Action Fund (2016/17) No. 31/2794 have been complied with”.

Key Findings
 The records supplied by the Strategic Finance Accountant confirm that at the year-

end the Pothole Action Fund Grant for 2016/17 was fully expended. Internal Audit 
reviewed a sample of transactions and confirmed that expenditure is in accordance 
with the relevant grant conditions; and

 The capital expenditure for the Pothole Action Fund Grant is monitored by the Capital 
Accountant who has confirmed that this relates fully to the purchase of capital items, 
and was accounted for as such in the Council’s financial system.

Conclusion
The records supplied by the Strategic Finance Accountant confirm that at the year-end the 
Pothole Action Fund Grant for 2016/17 was fully expended. Internal Audit concludes that the 
conditions of the Grant Determination for 2016/17 have been fulfilled. 
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Service Area: Grant Certification

Audit Activity: Social Care (Capital) Grant

Background
The DoH in 2015/16 made circa £134 million available across all Local Authorities through 
the Social Care (Capital) grant. This funding is part of the Better Care Fund, but is allocated 
directly to councils by the DoH.

GCC received an allocation of £1,409,000 in 2015/16 from the Social Care (Capital) grant. 
Under the grant determination 2015/16: No 31/2534, the grant: 

 May be used only for the purposes that a capital receipt may be used for in 
accordance with regulations made under section 11 of the Local Government Act 
2003; and

 Is required to be transferred into the local BCF pooled budget, under section 75 of 
the NHS Act 2006, and spent in accordance with a NHS England approved BCF 
spending plan jointly agreed between the local authority and the relevant Clinical 
Commissioning Group(s). 

Scope
The Chief Executive and Chief Internal Auditor are required to return to the DoH a 
declaration by 30th June 2016 in the following terms:

“To the best of our knowledge and belief, and having carried out appropriate investigations 
and checks, in our opinion, in all significant respects, the conditions attached to the Social 
Care Capital Grant No 31/2534 have been and will be complied with”.

The audit scope was to provide assurance that, in all significant respects, the conditions of 
the relevant Grant Determination have been complied with.

The period under audit review was 2016/17, with consideration of relevant internal audit 
findings from prior year.

Key Findings
 The Council received funding of £1,409,000 in 2015/16 under the Social Care 

(Capital) grant scheme;

 A total of £121,300 was spent within 2015/16;  

 In 2016/17 a total of £438,049 was spent against the Social Care (Capital) grant 
scheme in line with the agreement between GCC and the CCG and the joint 
spending plan for 2016/17; 
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 Internal Audit has reviewed a sample of transactions covering 49% of the 2016/17 
expenditure population and confirmed that the sampled expenditure was in 
accordance with the relevant DoH grant conditions; and

 The remainder of the Social Care (Capital) grant, £849,651, has been carried forward 
into 2017/18. Capital expenditure in future years is planned to support replacement of 
IT and systems enhancements and replacements along with the project management 
and implementation costs.

Conclusion
Based on discussions with officers and a review of records maintained by the Council, 
Internal Audit has gained appropriate assurance that the conditions of the grant 
determination have been met. 

Service Area: Grant Certification

Audit Activity: Transforming Care Grant

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

Scope
The Chief Executive and Chief Internal Auditor were required to return to the DoH a 
declaration by 30th June 2015 in the following terms:

“To the best of my knowledge and belief, and having carried out appropriate investigations 
and checks, in my opinion, in all significant respects, the conditions attached to the have 
been complied with.”

As expenditure has been delayed the same statement will need to be made with regard to 
the 2016/17 financial year.

To provide assurance that the conditions attached to the Transforming Care (Capital) Grant 
Determination 2014/15: No 31/2457 have been and will be complied with.

Key Findings
 The Council received notification by email on 17th December 2014 that its grant bid 

had been successful;

 The £200,000 funding allocation was received by the Council on 20th January 2015;

 No expenditure has been recorded by the Council between 2014/15 and 2016/17;
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 The DoH confirmed in June 2016 that the Council may use the grant funding to 
reimburse a Provider for services delivered, and requested an update or end of 
project report once this is completed;

 The Council has confirmed they will follow this approach and that expenditure is due 
to occur within 2017/18 through one single instalment in line with the payment 
arrangements of the Grant Determination; and

 The balance of £200,000 has been carried forward into 2017/18.

Conclusion
This declaration is made in respect of the £200,000 Transforming Care (Capital) Grant 
allocated to the Council under Grant Determination No. 31/2457. The expenditure has not 
been incurred in 2016/17. The £200,000 balance has been carried forward into 2017/18.

Summary of Special Investigations/Counter Fraud Activities

Special Investigations/Counter Fraud Activities

The Counter Fraud Team within Internal Audit has received five new referrals in 2017/18, 
and also continued to work on nine cases from previous years. One of the brought forward 
cases has now been completed in 2017/18. This case involved a Direct Payment where 
monies were transferred to the parent’s personal bank account. On investigation it was 
established that the parent had then paid the personal assistant in cash, although there was 
no audit trail of the amounts paid. It was agreed that in future the personal assistant must be 
paid by bank transfer. In addition other payments were not in accordance with the direct 
payment agreement and the parent has agreed to repay almost £900.

Referrals in 2017/18

Of the five cases received in 2017/18 one has been closed. This related to an allegation of 
theft of a physical asset of limited value from a Council establishment. Unfortunately, 
because the alleged incident went back several years and there was no audit trail of this 
asset having been transferred from one establishment to another, Internal Audit was unable 
to progress the investigation other than to speak with staff who gave conflicting statements 
about the condition and whereabouts of the asset.  

The service areas of the cases referred to Internal Audit within 2017/18 to date are 
categorised as follows: Adults (2); Children and Families (2); and Council Wide (1). 

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

Internal Audit continues to support the National Fraud Initiative (NFI) which is a biennial data 
matching exercise administered by the Cabinet Office. The data sets required were 
submitted through the web portal in October 2016 and data match reports have been 
received and mostly reviewed.

Internal Audit has previously reported a case of undeclared income which has resulted in a 
service user becoming a self funder, a recovery of just under £31k. 

In addition NFI identified that the Council had not been notified in several cases of 
pensioners who had died. In some instances the pension had already been suspended 
where payments had been returned by the bank. In others cases pension payments were 
still being paid. It is often difficult to assess whether this is fraudulent or not; each case will 
be different. However, to date just under £40k of overpayments were identified from the last 
set of data matches.


