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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 Plan, including the assurance 
opinions on the effectiveness of risk management and control processes;

 The outcomes of the Internal Audit activity during the period October to December 
2017; and

 Special investigations/counter fraud activity.
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(4) Progress against the 2017/2018 Internal Audit Plan, 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. Appendix 1 also 
includes the summary of special investigations/counter fraud activity to date. 

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 accurate and regular reporting 
and monitoring of the key risks in line with the 
Corporate Risk Management Strategy, the service 
area has not demonstrated a 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 December 2017.
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(4b) Limited Control Assurance Opinions 

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

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

During the period October to December 2017, it is pleasing to report that no limited 
assurance opinions on control have been provided on completed audits from the 2017/18 
Internal Audit Plan. 

(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 October to December 2017 Internal Audit made, in total, 16 
recommendations to improve the control environment, 4 of these being high priority 
recommendations (100% of these being accepted by management) and 12 being medium 
priority 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 October to December 2017, it is pleasing to report that no limited 
assurance opinions on risk have been provided on completed audits from the 2017/18 
Internal Audit Plan. 

Where a limited assurance opinion is given, the Shared Service Senior Risk Management 
Advisor will be provided with the Internal Audit report(s) to enable the prioritisation of risk 
management support. 
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Completed Internal Audit Activity during the period October to December 2017

Summary of Satisfactory Assurance Opinions on Control

Service Area: Adults 

Audit Activity: Deaths and Discharges Limited Assurance Follow Up

Background
The demand for external care services for adults within Gloucestershire over recent years 
has placed significant pressure upon the Council’s Adult Services external care budget. The 
prompt notification of deaths and discharges is pivotal to the accuracy of the budget 
monitoring/forecasting process and payments to providers.

During 2015/16 Internal Audit undertook a review of the effectiveness of the current systems 
and processes in place for the receipt of notification of a service user’s death or discharge 
from permanent care. 

The findings emanating from the 2015/16 Internal Audit review resulted in a limited 
assurance opinion being given in respect of the control environment, with ten 
recommendations. The key areas for improvement were contract monitoring, data quality, 
staff training, management and monitoring of direct payments and information management. 

The audit recommendations aimed to not only strengthen the governance and internal 
control environment, but to also highlight improvement suggestions for consideration by 
management and if implemented, should also have supported the Council’s drive for further 
corporate and service efficiencies. 

Scope
To review whether the recommendations emanating from the 2015/16 Internal Audit review 
have now been fully implemented (excluding the recommendation pertaining to the 
management and monitoring of Direct Payments, as this area will be subject to a separate 
review by Internal Audit during 2017/18). 

Risk Assurance – Satisfactory

Control Assurance – Satisfactory

Key Findings
Since the review was undertaken in 2015/16 there has been considerable organisational 
change management, including structure, cultural and business processes. The key points to 
note are that:

 The Commissioning Personalisation and Children’s (CPAC) team has been 
dispersed however, the respective recommendations now sit within the 
Commissioning Brokerage Older People (CBOP) team and is under new 
management;
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 ERIC (the Council’s electronic social care record) finance functionality has been 
replaced with a new finance module, ContrOCC;

 During the project implementation phase of ContrOCC, management made a 
conscious decision to limit the number of staff who have write access to the system 
in a bid to minimise the opportunity for input errors/improve data quality; and

 The way in which providers are paid who support clients within the all age all 
disabilities category and for some providers who deliver domiciliary care to clients 
(older people category), has changed with the introduction of an Electronic Call 
Monitoring system, one of the objectives being to streamline financial processes.

It is pleasing to report that the agreed management actions to address the recommendations 
emanating from the 2015/16 review have all been taken forward. It is evident that:

 The Director of Operations: Adult Services and Business Development and the 
Head of Financial Management have both explored different avenues to ascertain 
whether Registrars ‘death data’ can be shared with the Council. At this point in time 
it is still not possible to obtain bulk death data due to the legislative restrictions on 
the disclosure of Death Registration information. 

Going forward this information could be shared under the new Digital Economy Act 
2017, once a statutory Code of Practice is introduced which will ensure that security 
arrangements, rights of recourse for citizens, data standards and transparency 
requirements are fully covered. Management will however need to continue to 
proactively pursue this issue with the local Registrar’s office as they have advised 
Internal Audit that they will await contact from partner organisations.    

 From discussions held with key officers, examination of source records, and the 
relevant minutes of the monthly Governance of Adult Processes and Systems 
meetings it is evident that actions have been taken to try to improve data quality 
and standardise systems and processes. This has been achieved through:

o The delivery of set pieces of work;

o Greater restrictions upon access rights to ContrOCC;

o The introduction of additional, and refresh of existing written procedural 
guidance (CBOP and Disability Commissioning team);

o Staff training sessions (CBOP) to ensure that any changes to 
ERIC/ContrOCC records are promptly and correctly actioned; and

o A consistent approach to monitoring provider compliance for the notification of 
a death, departure, or absence and the agreed sanction for repeated non-
compliance (Disability Commissioning team). 
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       Some minor improvements to the current procedural guidance (CBOP, Disability 
Commissioning team and within the Admin Process Manual) in respect of prompts 
for greater vigilance when entering data when a service user is known to be 
deceased, and placement of the 4A notification form onto the Documents section 
within ERIC could further strengthen the agreed processes and ensure consistency 
of service user records. Audit recommendation raised. 

 The monitoring arrangements within the CBOP team in respect of provider 
compliance against the contractual terms for sending in the notification 4A forms 
could be strengthened and embedded into the wider market management/contract 
monitoring information that is collated. 

Internal Audit tested the level of provider compliance with the contractual terms for 
sending in notification 4A forms. For the period 01.04.2017-31.10.2017 53 
notifications were received, of these 59% fell outside of a two day notification period 
(as per the contractual terms) and it was evident that for one home that there were 
five instances of significant late notification periods, ranging from 45 to 102 days.

It is acknowledged by management however that the control environment for 
contract monitoring will change pending the go live date for the provider portal 
within ContrOCC (management anticipate that this will be piloted prior to the 
beginning of the next financial year), negating the need for notification 4A forms to 
be completed/returned by providers. 

Given the timeline for the introduction of the provider portal, management may wish 
to give consideration as to whether resource should be deployed to strengthen the 
control environment in the interim period or formally acknowledge/document within 
their risk register that the level of risk exposure is within the service’s current risk 
appetite. Audit recommendation raised.

 The actions taken to date have resulted in a significant improvement in the number 
of invoice queries/outstanding payment queries held by Care Services Finance 
however, one area that still needs strengthening is the closure of records within 
ERIC for deceased service users, in particular in relation to Countywide services. 

 It is encouraging that the current number of open cases is now 60% less than it was 
in 2015/16 and the volume of open services has also reduced by approximately 
55% from the 2015/16 figure however, this is an area that management will need to 
give greater focus to given the proposal for the replacement of ERIC and the new 
General Data Protection Regulations, which become effective on 25th May 2018.

Conclusion
It is pleasing to report that the agreed management actions to address the recommendations 
emanating from the 2015/16 review have all been taken forward. The organisational change 
management, including structure, cultural and business processes have all had a positive 
impact upon strengthening the control environment of the area under review. Further 
pending known changes, such as the ability to share bulk death data and the use of the 
ContrOCC provider portal should continue to further enhance the control environment.   
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Management Actions
Management have responded positively to the two medium priority recommendations made 
and a formal action plan has been agreed to address the issues highlighted by this review.

Service Area: Core Council – Asset Management and Property Services 
(AMPS)

Audit Activity: Dynamic Purchasing System  

Background
The Asset Management Property Services (AMPS) have a Dynamic Purchasing System 
(DPS) in place which is used for awarding contracts for routine building maintenance and 
minor works. The DPS is administered using the restricted procedure and other conditions 
set out in Regulation 34 of the Public Contract Regulations 2015.

The Council operates the DPS within AMPS for building, mechanical and electrical works 
within the financial value £15,000 to £150,000 and has been operating since 2015.

Scope
The agreed audit scope was to provide the Council with assurance on the adequacy and 
effectiveness of processes and controls for compliance with Regulation 34 of the Public 
Contract Regulations 2015, including:

 Review of the existing procedure notes and/ or process map for the DPS - with the 
objective of considering clarity, completeness, compliance with relevant regulations 
and integration with other relevant systems used by the Council;

 Review of the DPS contract awards, to assess compliance with Regulation 34 of the 
Public Contract Regulations 2015;

 Assessment of the DPS project inspection process to confirm that the final 
inspection is suitably documented for contract awards;

 The DPS is administered so that contract awards are based on a transparent and 
impartial basis; and

 The DPS process is objectively run, so that the actions taken to mitigate the risks of 
bribery and corruption are in place.

Audit testing was completed on a sample of DPS schemes from the period 2015/16 to 
2017/18 up to the point of audit. 
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Risk Assurance – Satisfactory 

Control Assurance – Satisfactory 

Key Findings
The DPS audit scope control objectives were assessed by Internal Audit through discussion 
with relevant officers, audit sample testing and review of available supporting 
documentation.

The Internal Audit results confirmed that the existing control environment for DPS was 
compliant with Public Contract Regulations 2015 (from registration, contractor evaluation, 
contract awards to completion of works) and Council procedures, bar from the following 
observations:

 Publication of DPS contract awards on the ProContract South West IT portal is not 
completed in compliance with the Public Contract Regulations 2015; and 

 Contract awards in excess of £15,000 are not published on Gov.uk Contract Finder 
in compliance with the Crown Commercial Service Procurement Policy Note 3/15.

Audit review also identified the potential to further strengthen DPS audit trail through 
retention of the DPS project final inspection certificates on the Technology Forge property 
system.

Conclusion
Based on the audit testing outcomes, satisfactory assurance can be provided that the 
Council’s DPS processes and controls are mainly compliant with the Public Contract 
Regulations 2015. Three medium priority audit recommendations have been raised to further 
strengthen DPS controls and enable full compliance with the regulations.

Management Actions
Management have responded positively to the Internal Audit recommendations made.

Service Area: Core Council – Business Service Centre (BSC)

Audit Activity: Vendor Master Data  

Background
Vendor master data governance (including controls, accuracy and management information) 
is a key element of the Council’s overarching creditors approach. The integrity and 
safeguarding of contractors and suppliers detailed business records requires a robust set of 
procedures and controls to mitigate the risk of financial fraud and payment error.
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The BSC Payments Team is responsible for the maintenance of the Council’s SAP (financial 
management system) Accounts Payable module relating to vendor master data. 

Scope
The agreed audit scope was to provide the Council with assurance on the adequacy and 
effectiveness of the processes and control arrangements for vendor master data, including: 

 Inspection of the existing procedure to set up new and amend vendor master data, 
to confirm the process and ascertain whether regular review of SAP creditor 
processes (and update where required) occurs;

 Review of the SAP user access profiles for BSC staff able to create/amend vendor 
records, to demonstrate restricted access relevant to the staff responsibility level;

 Key control testing by sample approach for a) new vendors and b) amendments to 
existing vendor records – to consider segregation of staff duties, controls and 
compliance with the Council vendor master data procedure;

 Review of the existing arrangements for vendor master data file periodic review, 
data cleansing and deletion;

 Consideration/Evidence that service departments have instigated any changes to 
service contracts vendor details, as a result of being informed of change in vendor 
master data; and

 Confirmation whether contract tendering/review procedures (e.g. future contract 
system specifications at the financial bid stage) include a process to consider wider 
implications (e.g. contract amendment) as a result of vendor master data changes.

The audit scope was limited to Gloucestershire County Council vendor master data only. 
Audit testing was completed on a sample of 2017/18 vendor master data transactions 
including periods 1 to 6. 

Risk Assurance – Satisfactory 

Control Assurance – Satisfactory 

Key Findings
The audit scope control objectives were assessed and tested by Internal Audit. The internal 
audit results confirmed that the existing control environment for processing vendor master 
data was soundly managed. Previous (2015/16) Internal Audit recommendations on bank 
mandate data have been fully implemented by the BSC and were evident within the current 
vendor master data process and control approach. 

The audit also identified two observations where an improvement in vendor master data 
governance should be considered and actioned:
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 While the BSC processes vendor master data, the formal data owner role (service 
and lead officer) for vendor master data is currently unallocated within the Council; 
and

 Data cleansing of vendor master data is not currently a planned, regular and 
resourced control. It is noted that a one off data cleansing review was completed 
through the BSC Payments Team within 2017/18; however this was due to short 
term capacity through temporary resource.  

Two audit recommendations have been raised based on the above findings. 

Conclusion
Based on the audit review and testing outcomes, satisfactory assurance can be provided on 
both vendor master data risk identification maturity and the control environment. Two 
medium priority audit recommendations have been raised to further strengthen vendor 
master data governance.

Management Actions
Management have responded positively to the Internal Audit recommendations made.

Service Area: Core Council - HR

Audit Activity: Settlement Agreements

Background
Employees may have claims against their employer under both their contract of employment 
and under statute.  In the United Kingdom, a settlement agreement is a legally binding 
agreement between an employer and its employee (or ex-employee) under which the 
employee receives consideration – often a negotiated financial sum – in exchange for 
agreeing that he or she will have no further claim against the employer.

Settlement agreements came into effect in July 2013 (they were previously known as 
severance or compromise agreements) and a statutory code of practice was produced at 
that time, together with detailed guidance on their use.

The Council may enter into settlement agreements with employees to enable the contract of 
employment to be terminated without the risk of the employee taking the Council to an 
expensive employee tribunal.  Some agreements may arise following grievances raised 
through the grievance procedure.

Between June 2015 and April 2017, the Council made settlement payments to ten members 
of staff.
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Scope
The audit reviewed settlement agreements paid since 2015, to establish the rationale for 
recommending an agreement and to ensure that they complied with the Council’s policies 
and procedures, as well as statutory guidance.  The audit also reviewed the treatment of tax 
on payments.

The audit scope did not include settlement agreements in relation to schools.

Risk Assurance – Satisfactory

Control Assurance – Satisfactory

Key Findings
The Internal Audit review and testing confirmed that the Council’s settlement agreements 
reached between June 2015 and April 2017 were compliant with the statutory code of 
practice and the forms which were reviewed had been authorised by the appropriate officers.

The main findings from the audit were:

 The process is not documented with clearly defined roles. Whilst HR staff will be 
aware of their responsibilities, the roles and responsibilities of all individuals 
involved should be defined and documented in order to ensure that a consistent 
approach is applied to all cases;

 A breakdown of the settlement payment calculation is not always provided on the 
authorisation for payment form.  This does not provide clarity for the officers who 
are required to authorise the settlement payment on how the figures were reached.  
In addition, where a total sum, rather than a breakdown is given, this could include 
certain elements which should have been subject to tax;

 The files for all of the agreements paid during June 2015 and April 2017 were 
reviewed.  The expected paperwork was found on the files for the majority of cases 
although a signed authorisation for payment form could not be found for one 
individual and a signed settlement agreement could not be found for another 
individual i.e. a complete audit trail was not evidenced;

 The security of paperwork held by the BSC which is waiting to be scanned needs 
reviewing to ensure that confidential paperwork cannot be inappropriately 
accessed.

Conclusion
Internal Audit has made five recommendations to address the findings emanating from the 
review.  Consideration and implementation of the recommendations will ensure that a 
consistent and transparent approach is applied to all cases.
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Management Actions
Management has responded positively to the recommendations made in respect of the 
identified issues.

Service Area: Children and Families

Audit Activity: Supporting People – Contract Management and Governance

Background
Gloucestershire’s Supporting People programme provides housing-related support to a 
number of vulnerable clients to help them live independently. The groups of service users 
covered by the programme include older people, people with physical disabilities, mental 
health, drug or alcohol problems, ex-offenders and homeless young people. 

In recent years, Gloucestershire has been managing a significantly reducing Supporting 
People programme which has seen budgets reduced from the £21.1m in 2011/12 to £10.7m 
in 2016/17. Services are delivered by external providers through a number of both high and 
low value contracts. 

Scope
The objective of this audit was to review the contract management, governance and 
performance monitoring arrangements for the Supporting People programme. In particular 
that the:

 Arrangements established by the service are aligned to the principles of the 
Council’s Contract Management Framework;  

 Contracts awarded to providers are compliant with procurement legislation and the 
award decision is in accordance with the Scheme of Delegation and the decision 
has been appropriately recorded; and 

 Payments made to the providers are in accordance with agreed contractual terms 
and conditions.

Risk Assurance – Satisfactory

Control Assurance – Satisfactory

Key Findings
 The Council’s Strategy 2011-15 to deliver the Supporting People programme for 

Gloucestershire was formally endorsed by Cabinet. This has subsequently been 
incorporated into the Council’s Settled, Secure and Safe Lives in Gloucestershire 
Policy which was approved by Cabinet on 20th April 2016; 
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 Through the authorisations received from Cabinet, the Lead Commissioner: 
Supporting People (in consultation with the Commissioning Director: Children) has 
commissioned service provision from care providers; 

 The contracts subsequently awarded are in accordance with the delegated authority 
and in line with the information presented to Cabinet. However audit review did 
highlight that of the 16 decisions taken to award or extend the contract eight (50%) 
had not been formally documented by the decision maker and therefore had not 
been submitted to Democratic Services Unit for publication. The degree of non-
compliance appears to have been heightened since November 2015; 

 Each contract has a nominated contract manager who has attended the Council’s 
required training and gained the ‘Passport to Practice contract management’ 
accreditation;  

 Meetings are taking place with each provider on a quarterly and annual basis to 
review and evaluate performance. This process is as expected under the Councils 
agreed Contract Management Framework which was approved by the Council’s 
Corporate Management Team in July 2013;    

 Internal Audit reviewed nine out of 36 contracts and found that:

o The documentation relating to five was considered current and fully 
compliant;

o The documentation for three contained material discrepancies where the term 
was incorrect and did not contain any ‘clause’ allowing the Council the option 
to extend for further periods (as had been envisaged) although in practice this 
had occurred; 

o The documentation for one contract had expired in 2009 but the 
arrangements with the provider have continued thereafter. In essence this 
provision may be considered to be outside of the main Supporting People 
programme and a service review has been completed to decide how to take 
this forward; and

o Two contracts had been subject to significant pricing changes where the 
variations had not been documented and formally signed off by the Council 
and the provider. It is also evident that the commissioners are not giving the 
appropriate notice period (as stipulated within the contract documentation) to 
the provider when looking to extend the term. 

 The contracts (included in this review) are classed as “Block Gross Non-
chargeable” and therefore will not automatically change in value through variations 
in demand. The payments to the provider are processed through the Council’s 
ContrOCC System (the adult social care finance module) on a four weekly cycle for 
a value of 1/13th of the annual contract sum. 
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Internal Audit reviewed the payments made to these providers which provided good 
assurance that the payments were in line with expectations.  

Conclusion
The commissioning requirements for the Supporting People programme continue to be 
challenging and complex with many crossovers between the client groups. 

The Internal Audit completed in 2013/14 highlighted that significant progress had been made 
in regularising the historic contractual arrangements (which were considered to be non-
compliant with legislation) whilst also acknowledging that further work was required.  

Internal Audit concludes that good progress has been made in this area, albeit basic 
omissions evident within the replacement contract documentation for three of the nine 
contracts is a concern.  Consequently, whilst overall, the control environment is evaluated as 
satisfactory, going forward the service should ensure that:

 Delegated decisions taken by officers are formally documented; 

 Contract documentation is accurately drafted; and 

 Contract variations are appropriately recorded and formally signed off by both 
parties.  

Management Actions
Management have responded positively to the recommendations made and a formal action 
plan has been agreed to address the issues highlighted by this review.

Summary of Substantial Assurance Opinions on Control

Service Area: Communities and Infrastructure

Audit Activity: GFirst LEP – Managing Conflicts of Interest

Background
In June 2011, the Secretary of State granted Local Enterprise Partnership (LEP) status to 
GFirst Ltd. The Government has made various funding streams available (e.g. Growing 
Places £8.4m and Local Growth Deal £106.6m) where the LEP is heavily involved in the 
decision making process as to how the money is subsequently allocated and spent. 

All of the funding is paid to the Council in the first instance as the Accountable Body and due 
to the high risk to the Council from this role it is important that the governance arrangements 
for the award of funding within GFirst LEP are robust.
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Scope
This audit reviewed the policies and procedures for managing conflicts of interest and 
related party transactions for LEP Board members and GFirst LEP company officers.

Risk Assurance – Substantial

Control Assurance – Substantial

Key Findings

LEP Board
The structure, roles and responsibilities of the LEP Board are set out in the Local Assurance 
Framework.  All LEP Board members are Directors of GFirst LEP Community Interest 
Company (CiC).  As such they are governed by the requirements of the Articles of 
Association in declaring conflicts of interest.  They complete a Declaration of Conflicts of 
Interest/Related Party Transaction document on an annual basis.  The forms for 2017/18 
were outstanding at the time of the audit but the process was implemented immediately to 
obtain the information from the LEP Board members.

In addition to the above record of interests, the LEP Board members are required to provide 
any updates to their declarations of interest at each LEP Board meeting (standing agenda 
item) and these are published on the GFirst website.  The wording of the standing agenda 
item could be enhanced to provide more guidance to members as to what is expected.

The minutes of the LEP Board meetings (as published on the GFirst website) show that the 
above procedures are operating in practice but this still relies on LEP Board members to 
voluntarily declare any pecuniary or personal interests that they may have.  Decisions for the 
award of funding are properly recorded with LEP Board members declaring any interests 
and leaving the meetings where appropriate.

GFirst LEP CiC 
In addition to the declarations of interest that are maintained for the Directors of GFirst LEP 
CiC, a record of interests is also maintained for all employees of GFirst LEP CiC.  This is 
important because the staff work on projects and provide advice to the LEP Board where 
funding decisions are made.  All the Declarations of Interest for staff for 2017/18 were in 
place including for the Chief Executive of GFirst LEP CiC who is also the Chair of the 
Investment Panel and provides advice to the LEP Board as an ex-officio Director.

Conclusion
There are systems and procedures in place, both within GFirst LEP CiC and the operation of 
the LEP Board to ensure that declarations of interest are recorded, updated and declared 
where necessary when funding decisions are made by the LEP Board.
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Management Actions
No audit recommendations were raised as a result of Internal Audit review.  

Service Area: Strategic Finance

Audit Activity: Treasury Management

Background
Treasury management is defined as the management of an organisation’s investments and 
cash flows, its banking, money market and capital market transactions; the effective control 
of the risks associated with those activities; and the pursuit of optimum performance 
consistent with those risks. 

It is a high risk area due to the high value of transactions, which can be made on a daily 
basis. As at 31st March 2017, the Council’s statement of accounts 2016/17 balance sheet 
confirmed the Council held £316m of investments (including long and short term investments 
and cash and cash equivalents) and £327m of borrowings (long and short term). 

The Council has adopted the Chartered Institute of Public Finance and Accountancy 
(CIPFA) Treasury Management in the Public Services: Code of Practice (2011 Edition) as 
part of the Financial Regulations set out in the Council Constitution.

Scope
The objectives of the audit were to review:

 The Council treasury management strategy, policy and procedure to confirm 
compliance with the CIPFA Code of Practice; and 

 The processes and internal controls in operation for the:

o Day to day operation and management of the function (including transaction 
decision making, authorisation and audit trail); 

o Use of brokers and specialist advisers;

o Reconciliation of control accounts; and

o Performance reporting to relevant stakeholders. 

The audit scope focus was the Council’s treasury management activity only. The audit scope 
did not include review of treasury management activity actioned by the Council on behalf of 
the Pension Fund.
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Risk Assurance – Substantial 

Control Assurance – Substantial 

Key Findings
The audit identified many areas of good practice within the Council’s current treasury 
management processes and controls, including (but not exclusive to):

 The Member approved GCC Treasury Management Strategy Statement and Annual 
Investment Strategy for 2017/18 was confirmed as in accordance with the CIPFA 
Code of Practice and legislation;

 Treasury management reporting arrangements (to Officers and Members) were 
also confirmed as in accordance with the CIPFA Code of Practice;

 Procedures within the service are well managed and operating effectively;

 Segregation of duty and complete audit trail was evident for audit sampled treasury 
management transaction decision making, authorisation and completion;

 Treasury management control account reconciliations were confirmed as complete 
and up to date at the point of audit;

 Audit sample testing of prudential indicators within 2017/18 found those tested to be 
in line with supporting audit trail and accurately calculated;

 It was apparent that the department takes a pragmatic approach to treasury 
management to ensure the achievement of optimum performance consistent with 
the Council’s risk appetite; and

 The Council have a suitable fidelity guarantee insurance policy in place.  

It is noted that the audit reviewed Council compliance with the CIPFA Treasury Management 
in the Public Services: Code of Practice (2011 Edition). CIPFA are due to release the CIPFA 
Treasury Management in the Public Services: Code of Practice (2017 Edition) in December 
2017. Verbal assurance has been provided by the Finance Manager: Planning and Treasury 
that once released, the team plan to review the 2017 Code in detail and will ensure that any 
relevant Code changes are taken into consideration through the Council’s Treasury 
Management Strategy Statement and Annual Investment Strategy for 2018/19.

Conclusion
Internal Audit review and sample testing found the expected processes and controls in place 
to ensure that the Council treasury management activity is compliant with the CIPFA 
Treasury Management in the Public Services: Code of Practice (2011 Edition). 
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Management Actions
No audit recommendations were raised as a result of Internal Audit review.  

Summary of consulting activity, grant certification and/or support delivered 
where no opinions are provided

Service Area: Grant Certification (Communities)

Audit Activity: Bus Subsidy Ring-Fenced (Revenue) Grant

Background
On 11th  April 2016 a letter was issued by the Department for Transport (DfT) confirming the 
payment of £458,365 to the Council as a grant to cover the period 1st April 2016 to 31st 
March 2017. The purpose of the grant is to provide support to local authorities in England 
towards expenditure lawfully incurred or to be incurred by them.

The Bus Subsidy Ring-Fenced (Revenue) Grant may only be used for the purpose of 
supporting bus services (including community transport services under a section 19 permit), 
or for the provision of infrastructure supporting such services in that authority’s, or 
neighbouring authority’s, area. The letter stated that the DfT reserve the right to request 
data/information from local authorities and other Local Decision Bodies on the way in which 
devolved funds have been used and the cost of the services/infrastructure bought with the 
funds. 

Scope
The Chief Executive and the Chief Internal Auditor were required to 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 Local 
Authority Bus Subsidy Ring-Fenced (Revenue) Grant Determination 2016/17 have been 
complied with.”

Key Findings
 The Council received funding of £458,365 under the Local Authority Bus Subsidy 

Ring-Fenced (Revenue) Grant Determination [31/2783] scheme; 

 £202,130.69 has been attributed and coded within SAP to fuel costs to bus 
operators for the financial year 2016/17;

 Management have advised Internal Audit that the balance of the grant has been 
attributed to supporting bus contracts for the provision of Rural and Urban Bus 
Services during the financial year 2016/17, although this is not separately 
identifiable within the contracts;
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 The survey has been completed by the Integrated Transport Unit (ITU) and the 
information has been uploaded to the Council’s website with a link being sent to the 
DfT as required by the grant determination; and

 The total expenditure of £4,311,049 for tendered bus services in 2016/17, as 
recorded within the survey, includes approximate expenditure of £150,000 for 
services prior to 2016/17. Therefore the survey is not an entirely accurate 
representation of expenditure for 2016/17 services.

Conclusions
From a review of the invoices paid in 2016/17 and the contract arrangements with bus 
operators, Internal Audit was able to gain assurance that the expenditure was in accordance 
with the requirements of the grant determination. However, due to the inclusion of payments 
for services prior to 2016/17, the survey completed and returned to the DfT is not an entirely 
accurate representation of tendered services for 2016/17.

Management Actions
Management have responded positively to the requirement to ensure that accurate figures 
are reported in the survey in future years.

Summary of Special Investigations/Counter Fraud Activities

Special Investigations/Counter Fraud Activities

The Counter Fraud Team within Internal Audit has received 12 new referrals in 2017/18, and 
also continued to work on 9 cases from previous years. One of the brought forward cases 
has now been completed in 2017/18. This has previously been reported to Audit and 
Governance Committee.

Referrals in 2017/18

Of the 12 cases received in 2017/18 four have been closed, and a further eight are nearing 
completion. One of these has previously been reported to Audit and Governance Committee. 
Of the other three closed cases one related to removal of physical assets from Council 
premises, which belonged to the Council and were found to be for sale on eBay. This matter 
was reported to the Police, as it was believed the items had been stolen, but they felt that 
there was ambiguity about whether or not the individual had been given permission to take 
the items. The two items of value have been returned to the Council. The second closed 
case has been passed to the Adults team as it was deemed to be a care issue and not a 
financial one, and the third case of alleged missing school dinner monies was not proven, 
although a report to the Headteacher and Governors highlighted a number of 
recommendations in respect of process improvements at the school. 



Appendix 1 Appendix 1

21

The service areas of the cases referred to Internal Audit within 2017/18 to date are 
categorised as follows: Adults (3); Children and Families (4); Adults and Children and 
Families (2); and Council Wide (3). 

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.

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 and a recovery of just under £31k, plus overpayment of 
pensions amounting to the around £40k. 


