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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 January to March 2018; 
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 March 2018.
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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 January to March 2018, 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 January to March 2018 Internal Audit made, in total, 6 recommendations 
to improve the control environment, 2 of these being high priority recommendations (100% of 
these being accepted by management) and 4 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 January to March 2018, 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 January to March 2018

Summary of Satisfactory Assurance Opinions on Control

Service Area: Communities 

Audit Activity: Gloucestershire Fire and Rescue Service (GFRS) Business 
Continuity Management (BCM)

Background
The Civil Contingencies Act 2004 requires all local authorities to have Business Continuity 
Management (BCM) arrangements in place.  Emergency services, such as the Fire and 
Rescue Service, are classed as Category 1 responders under the Act and as part of their 
civil protection duties are required to put in place BCM arrangements to ensure that, as far 
as possible, the critical elements of the service can continue to be operated in the event of 
unexpected disruption such as power loss, flooded premises or high staff absence.

Scope
The scope of the audit was to evaluate the effectiveness of the BCM arrangements within 
GFRS, including a review of the BCM plans in place, to ensure they are appropriate, realistic 
and up-to-date.

Risk Assurance – Satisfactory

Control Assurance – Satisfactory

Key Findings
The Civil Protection Team is under the responsibility of the Chief Fire Officer and Operations 
Director for Gloucestershire County Council (GCC) and coordinates BCM for the Council.

An overarching GFRS corporate BCM plan was in the process of being written at the time of 
this audit.  There are 14 individual BCM plans in place for GFRS which, at the time of the 
audit, were all dated either 2013 or 2014.  There is guidance and a BCM plan template 
available on Staffnet and the guidance states that plans should be reviewed at least annually 
and contact details every six months. However, none of the plans had been reviewed since 
2013/2014, although at the time of the audit a process had been put in place to ensure that 
they all have a nominated owner and are being reviewed. A spreadsheet is maintained 
showing plan owner, date of review and any testing undertaken,

Three high risk / critical service areas BCM plans were selected for further review and 
discussions held with the nominated plan owners. The plans reviewed related to staff 
resilience, loss of or disruption to the computer network or system and loss of or disruption 
to the control room.
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The plan owners for the control room and computer systems advised that the plans are 
regularly tested i.e. control room every six to seven weeks and computer systems daily, 
however there was no evidence seen at the audit to substantiate this.

In respect of staffing resilience, there is no programme of testing in place but the plan owner 
advised that the plan is, in effect, tested when there is industrial action and the last time this 
happened was in 2015. Evidence could not be found that any of the other plans have been 
tested recently.

Internal Audit was advised that there is no process in place to provide senior management 
with an update in respect of business continuity arrangements.

Conclusion
The three plans selected for audit review were for critical areas of the service.  Whilst there 
was no evidence recorded of testing undertaken, the plan owners were all confident that the 
plans and processes in place are still appropriate and they would be able to respond to 
disruption of their particular area.

Business continuity is of paramount importance and senior management should be made 
aware that plans had not been reviewed or tested for a number of years.  They should 
ensure that there is a programme in place to ensure all plans are reviewed on an annual 
basis and some form of testing is undertaken.

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

Service Area: Children and Families

Audit Activity: Recoupment

Background
Children with Special Educational Needs (SEN) can be placed in mainstream or special 
schools out of county in order to meet their care needs (e.g. if appropriate provision is not 
available in-county). Where this occurs:

 GCC still has responsibility to pay for the cost of the out of county education and are 
invoiced for this by the other local authorities (OLAs); and  

 OLAs also place children with SEN within Gloucestershire schools, which generate 
income for GCC. However this is currently at a lower volume, when compared to 
Gloucestershire’s out of county placements. 
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At the time of audit completion, the volume of placements out of county for Children and 
Young People with Education, Health and Care Plans (EHCP) was 67 compared to 43 
placements from OLAs within Gloucestershire.

Scope
The audit reviewed the systems and procedures in place for recoupment (both from OLAs 
and to OLAs) to provide assurance that all income due is realised and that costs incurred are 
valid and accurate.

Risk Assurance – Satisfactory 

Control Assurance – Satisfactory 

Key Findings
The process of recoupment of costs between local authorities in respect of children with 
SEN that are educated outside the county in which they live is governed by Statutory 
Instrument (SI) 492 2013. The document describes the status of the children for which local 
authorities providing the SEN education (the Providing Authority) can recoup their costs from 
the local authority whose area in which the child resides (the Home Authority).

SI 492 also states that recoupment claims made by providing authorities should: 

 Be made in writing;

 Specify the person for whom payment is claimed (the service recipient) and the 
amount claimed;

 Be submitted to the authority where the child resides within 12 months from the end of 
the financial year in which the provision of education took place; and

 Be agreed with the Providing Authority prior to payment (e.g. costs should be 
confirmed upfront where possible). 

GCC acts as both a Providing and Home Authority. Audit review confirmed that GCC’s 
charges levied as a Providing Authority and paid as a Home Authority are in accordance with 
the requirements of the SI. 

Audit review and sample testing of ten 2017/18 recoupment cases confirmed further areas of 
good practice applied by the Council, including (but not exclusive to):

 Adequate documentary audit trail was available to support all audit sampled 
recoupment cases;

 Detailed records of charges levied and paid were retained by the officer responsible for 
recoupment within Children’s Services;
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 The charging rates for SEN provision are calculated by GCC’s Strategic Finance team 
and these have been correctly applied to the audit sampled cases; and

 The recoupment operational budget was found to be regularly and appropriately 
monitored and reconciled to the general ledger.

The audit also identified observations where there is opportunity for the Council to 
strengthen recoupment controls: 

 The current recoupment process is reliant on one key officer (the Principal Finance 
Officer (SEN)) and relevant business continuity arrangements (including documented 
procedure notes and training of a wider resource pool) should be strengthened; 

 The annual recoupment budget of £591,600 has been overspent by an average of 
£100,000 for both 2016/17 and 2017/18 – there is opportunity for management to 
reassess and update the annual revenue budget to ensure it is reasonable and 
reflective of service estimates; and  

 Audit sample testing noted delays in agreeing costs with other authorities and 
processing amendments to provision for a small number of cases.  

Audit sample testing observed that some invoices received from OLAs include the full name 
of the SEN child, which is not compliant with data protection good practice. Verbal 
assurance (confirmed by audit walkthrough) has been provided by the Head of SEND that 
the Council redacts the inappropriate data from the invoice prior to processing it further and 
also instructs the OLA to request that the non compliance does not re-occur.

Conclusion
Based on the audit review and testing outcomes, satisfactory assurance can be provided on 
both the recoupment risk identification maturity and control environment. Management 
consideration and implementation of the three medium priority audit recommendations 
raised within this report would further strengthen the recoupment control environment and 
management of identified risks.

Management Actions
Management have responded positively to the Internal Audit recommendation made in 
respect of the above issues identified.
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Summary of Substantial Assurance Opinions on Control

Service Area: Strategic Finance

Audit Activity: Compliance with Corporate Debt Policy

Background
Within 2017/18, the Council has reviewed and re-engineered the corporate debt recovery 
approach. This has been completed to consider and action changes in statutory legislation; 
and to ensure an appropriate debt process with the goal to improve debt recovery efficiency 
and recovery levels. The updated Corporate Debt Policy was recently revised in January 
2018, following a pilot scheme. 

The total debt outstanding as at 31st December 2017 was £7.36m. This balance included 
£4.64m of debt less than six months old and £2.72m of debt over six months old. The bad 
debt provision as at 31st December 2017 totalled £1.11m. 

It is the responsibility of service area budget holders and budget managers to continue to be 
responsible for monitoring individual debtor balances and use the procedures in the 
Corporate Debt Policy to optimise the collection of income.

Scope
The agreed audit scope was to provide the Council with assurance on compliance with the 
revised Corporate Debt Policy, focusing on the debts process within service areas (including 
but not exclusive to Adult Services and the Business Service Centre) and including 
consideration of the policy circumstances where Legal Services’ involvement in debt 
recovery arrangements is required. 

The audit approach considered the following areas: 

 Review of the updated Corporate Debt Policy, to ensure it is sufficiently robust and 
includes necessary key controls to enable appropriate debt recovery;

 Sample testing debtor arrears balances across service areas, to assess the 
arrangements for the collection of debt in compliance with the Corporate Debt Policy;

 Verification that budget holders are being proactive in the optimisation of the debt 
arrears recovery process;

 Review of the debt write offs completed for 2017/18, to confirm they are in line with the 
Corporate Debt Policy criteria and have been appropriately authorised in line with 
Financial Regulations;

 Sample testing of the procedure and controls for debtors which have been referred to 
Legal Services and the actions subsequently taken;
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 Inspection of the debt recovery process and controls for service user payment status, 
using credit checks to assess financial standing to settle debtor arrears; and

 Review of the frequency and reporting arrangements for collection of debt to budget 
holders, management and Members.

Risk Assurance – Substantial 

Control Assurance – Substantial 

Key Findings
The audit scope control objectives were assessed and tested by Internal Audit.  The various 
sections of the policy were specifically tested for the debt process (e.g. debt recovery and 
involvement of Legal Services) with the objective to see evidence of policy compliance. Audit 
testing included both commercial debt and non commercial debt. Internal Audit review 
results confirmed that the procedures and instructions per the revised Corporate Debt Policy 
were appropriately followed for the tested audit sample.  

The pilot scheme appointment of the Credit Controller in Strategic Finance and the 
workshops for service area staff, have both raised the awareness of the roles and 
responsibilities regards debt levels and debt recovery. 

The impact of the pilot scheme has also favourably reduced the age profile and overall 
financial value of Gloucestershire County Council’s outstanding debt. For example as at 31st 
January 2017 the total debt outstanding was £12.1m, compared to £7.36m as at 31st 
December 2017. It is noted that commercial debt reduction is the major contributor to the 
balance change. 

The need to incrementally monitor and manage the debt collection process is notably 
recognised within Strategic Finance, with the Finance Manager (Lead for SAP) instrumental 
in establishing a robust reporting process at month end for debtors outstanding which is 
available to officers with income responsibilities (e.g. budget holders).

Enquiries with the Finance Manager (Lead for SAP) confirmed that any further/proposed 
Corporate Debt Policy revision would be consulted on appropriately.  

Conclusion
Audit review of the Council’s debtor control environment as at January 2018 found 
appropriate and effective controls to be in place at the point of audit, in compliance with the 
updated Corporate Debt Policy. No improvement areas were identified by the internal audit. 

Management Actions
Not applicable. No audit recommendations were made. 
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Service Area: Communities

Audit Activity: Invoice Verification – Integrated Transport Unit

Background
GCC has a statutory duty to provide home to school transport for “entitled” students i.e. 
those travelling over two miles to their nearest school if under eight years old or those 
travelling over three miles if eight years old or over, together with a number of exceptions as 
defined by policy, which will generally relate to children with Special Educational Needs 
(SEN). Individual contracts are awarded by the Integrated Transport Unit (ITU), except in the 
cases where parents are paid an allowance to transport their children to school. The ITU is 
responsible for checking and processing the invoices payable for schools’ transport with 
approximately 750 invoices processed each month.

Scope
The objectives of the audit were to:

 Ensure any previous agreed actions to improve the control environment have been 
completed where applicable;

 Review the procurement process in awarding contracts;

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

 Review expenditure against the budget and establish if effective monitoring 
arrangements are in place.

Risk Assurance – Substantial

Control Assurance – Substantial

Key findings
 Previous recommendations from the 2015 audit review have been considered by the 

relevant service areas with controls now in place to further strengthen the control 
environment for the invoice verification process. 

 The procurement arrangements for awarding school transport contracts have a 
detailed process to encourage fair competition and intelligent bidding by suppliers in 
line with the Public Contracts Regulations 2015. The ITU have a consistent approach 
in evaluating bids objectively against set criteria and standards to demonstrate value 
for money principles in awarding the winning contract while still taking into 
consideration the quality and compliance requirements of the service. 
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This includes uploading the tender bid winners to the Public Register and Public 
Finder, as required by transparency legislation, to allow for external scrutiny and 
challenge where required.

 Updates to Capita One (the Council’s Educational Management System) are 
monitored via control sheets to ensure that the system holds the correct information for 
the invoice verification process. Error reports are completed monthly to identify and 
rectify errors within the system that could impact the invoice verification process.

 The ITU have robust and thorough systems and processes to verify the accuracy of 
invoices received and processed for payment for contractor invoices and Parent Travel 
Expenses. This is highlighted by the savings spreadsheets held by the Transport 
Officers which identify the savings made through the verification process. However, 
Personal Travel Allowances (PTAs) are not as robustly checked each month, with a 
reconciliation mostly occurring only at the end of the school year. PTAs are now the 
preferred method of funding for individuals with specific transport requirements. 

 Difficulties in obtaining attendance information from independent schools and colleges 
in a timely manner are resulting in invoices being processed without the completion of 
the full checking process. However, the ITU is continuing to liaise with these schools 
and colleges to try to resolve this and provides them with a template to encourage a 
response.

 Internal Audit sampled four batch payments, two each from April 2017 and July 2017. 
In total 85 payments were examined, made up of contractor invoices (63), parent 
mileage claims (11) and PTAs (11). Only one discrepancy was noted relating to the 
number of passengers claimed for by a transport provider which could have resulted in 
GCC potentially having underpaid for a service. Invoices in all four batches showed 
clear evidence that they had been checked and signed off by an appropriate officer. 
Internal Audit also checked 18 retainers claimed by transport providers and paid by 
GCC, all of which 18 had been approved and recorded appropriately.

 Budget monitoring arrangements for schools transport is extensive and detailed 
allowing for scrutiny and challenge of expenditure across all payment methods. It 
enables analysis of each route used to transport students including changes to 
passenger numbers which can lead to identifying inefficiencies in the current contracts 
that can be adjusted where necessary to benefit from savings.

Conclusion
Thorough systems are in place to verify the invoices for school transport within the ITU with 
budget monitoring arrangements allowing for scrutiny and challenge throughout the process. 
However, with the increasing popularity of PTAs, all responsible teams need to ensure that 
appropriate arrangements are in place to identify any inefficiency, and that necessary 
adjustments are made when required. A review of PTAs is included within the Internal Audit 
plan for 2018/19.
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Management Actions
Management have responded positively to the internal audit improvement actions made.

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

Service Area: Grant Certification

Audit Activity: Transforming Care (Capital) Grant 2017-18

Background
The Department of Health’s Transforming Care programme provides capital funding for 
adaptations to housing to support the transfer of people from in-patient 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 Department of 
Health 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 
Transforming Care (Capital) Grant Determination No.31/2457 have been complied with.”

As expenditure was delayed the same statement needed to be made with regard to the 
2017/18 financial year.

The audit objective was to provide assurance that the conditions attached to the 
Transforming Care (Capital) Grant Determination 2014/15: No 31/2457 had been 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 was recorded by the Council between 2014/15 and 2016/17;

 The Department of Health confirmed in June 2016 that the Council may use the grant 
funding to reimburse a provider for services delivered; and

 A single payment of £200,000 was completed in June 2017 to the agreed provider for 
services previously delivered, detailed in the invoice received by GCC.
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Conclusion
The £200,000 grant allocation has been spent in 2017/18 in one single payment on the 
agreed purpose, in line with the grant determination and no management actions were 
required.

Service Area: Grant Certification

Audit Activity: Troubled Families Grant 

Background
The Families First (payment-by-result) programme was introduced in a renewed drive to help 
improve the outcomes for troubled families. 

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

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

Key findings
As at 30th October 2017 there were 278 PBR claims prepared for submission on 31st 
October 2017. The claims reviewed related to the period April 2017 to October 2017. 

Internal Audit testing was completed on 20 claims (7.19% of the population) to ensure 
appropriate coverage of the eligibility criteria and the six localities. Internal Audit testing 
confirmed:

 The PBR claims in the sample met the criteria outlined by the Troubled Families Grant; 
and

 There were effective systems and processes for how families and their eligibility 
markers i.e. education/crime/anti-social behaviour; progress to work; and continuous 
employment (and off out-of-work benefits) were being collated and verified.  
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Conclusion
The Internal Audit identified that effective systems and processes are in place for how 
families, their eligibility markers and related outcomes are being collated and verified.  Audit 
testing confirmed the validity of the claims for the sampled cases.

Management Actions
Not applicable. No recommendations were made.

Service Area: Grant Certification

Audit Activity: Local Authority Major Project Grant (Elmbridge)

Background
In 2016/17 Gloucestershire County Council received confirmation from the Department for 
Transport (DfT) that £6,654,616 of grant funding was being awarded for the capital project of 
works to be undertaken on the Elmbridge Roundabout Improvement Scheme.

This review was undertaken to ensure that the Local Authority Major Project 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. 

Scope
The Chief Executive and the Chief Internal Auditor were required to sign and return to DfT a 
declaration, within six months after the completion date (22nd September 2017) of the 
project, 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 
Authority Major Project Grant Determination 2016-17 No31/2782 have been complied with”.

Key findings
The Council received funding of £6,654,616 in 2016/17 under the Local Authority Major 
Project Grant.

The records supplied by the Strategic Finance Accountant show that at the year-end 
£4,398,885.08 had been spent by GCC in relation to the Local Authority Major Project Grant 
for 2016/17. The remaining balance of £2,255,730.92 was carried forward to 2017/18. 
Internal Audit reviewed 9 out of 75 (12%) lines of expenditure totalling £2,035,726.35 (46%) 
of the total expenditure for 2016/17 and confirmed that expenditure is in accordance with the 
relevant grant conditions.
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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 the capitalisation of the project managers’ time, and was accounted for as such in 
the Council’s financial system.

Conclusion
Based on discussions with officers and a review of records maintained by the Council, 
assurance was obtained that the conditions of the grant determination were fulfilled and as 
such the declaration could be signed and submitted to the DfT and no management actions 
were required.

Service Area:  Children and Families

Audit Activity (Consultancy): Police and Criminal Evidence Act (PACE) in 
respect of children

Background
PACE and the PACE codes of practice establish the powers of the police to combat crimes 
while protecting the rights of the public. The PACE codes of practice cover stop and search, 
arrest, detention, investigation, identification and interviewing detainees and also includes 
the criteria for every child and mentally vulnerable adult detained or questioned by the police 
to have an effective appropriate adult. 

PACE impacts on the County Council were children and young people are detained by the 
police and therefore must be moved to Local Authority accommodation.   A protocol is in 
place between the County Council, the Police and other service providers regards PACE 
and the approach used for children within the county.

The planned audit to review the operation of the Joint Protocol for the Transfer of Young 
People from Police Custody to Local Accommodation was deferred as the protocol adopted 
in April 2016, was in the early stages of review and revision.

Throughout the year Internal Audit has provided consultancy advice in respect of the revision 
of the protocol. The advice offered has focused on the governance arrangements particularly 
clarity over roles and the delivery assurance arrangements.

Conclusion
Provision for further Internal Audit consultancy advice, in respect of the implementation of 
the revised protocol, has been included in the 2018/19 internal audit plan.
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Service Area: Communities

Audit Activity: Cinderford Spine Road – Adjudication Payment

Background
The construction of a spine road will connect the B4227 and the A4136 and unlock the 
area’s development potential to facilitate mixed use development over the next 15 years 
circa £100m. The project was initially managed by the Homes and Communities Agency 
(HCA) who undertook the procurement activity and oversaw the design consultants. In July 
2015 Cabinet agreed that the Council would take over the responsibility as Employer for the 
construction of the Northern Quarter Spine Road – phase 1 subject to funding, successful 
planning permission and satisfactory contractual arrangements being in place. 

Scope
In June 2017, following a protracted dispute between the contractor and the Council over the 
valuation of Compensation Event (no.13) the contractor (under the terms and conditions of 
the NEC3 contract) applied for an adjudicator to be appointed. Internal Audit was requested 
by the Statutory Officers Group to review the circumstances around the dispute, the 
adjudication and its authorisation, officer delegations and how decisions are recorded.  

Key findings
Background:

 The Council was aware of the likely difficulties and risks to of deliver this scheme, 
which were highlighted in the report presented to Cabinet on 22nd July 2015. 

 By entering the Deed of Novation the Council accepted all future risks and effectively 
agreed to release the HCA from any future liability with the schemes design. 

 The information provided by HCA to potential contractors during the tender process 
was insufficient to identify the scale of the potential risks and for this to be priced 
accordingly.  

Appointment of Adjudicator:

 The NEC3 contract dispute resolution Option W2 allows provision for either party to 
refer the matter for Adjudication. Adjudication in construction contracts is are binding 
unless this is revised by arbitration or litigation.

 On 6th June 2017 the Contractor made an application for an Adjudicator to be 
appointed to review the dispute and confirm the value of Compensation Event 013.  
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Scheme of Delegation:

 A scheme of delegation is in place for authorising capital virements and the vast 
majority are approved under delegated powers by officers attending the Capital 
Programme meetings.

 Directors should ensure that variations in capital scheme estimates during the course 
of a contract are contained within the resources allocated to that scheme or service. 
The original budget for Phase 1 was £4.44m compared to the final costs of £6.8m. 

 Strategic Finance was kept appraised of the increasing costs on this scheme with a 
provision of £2.4m being raised at year-end i.e. 31st March 2017. 

Recording of Decisions:

 Regular briefings were provided to the Cabinet Member – Highways and Flood on the 
emerging issues / risks (including the Contractor’s decision to seek recourse to 
adjudication).

 All virements and changes to the capital programme must either be supported by 
approved minutes of the Capital Control Team.

Decisions taken in relation to the Adjudication:

 Following the Adjudicator’s decision the Contractor summited an application for 
payment to the Council reflecting the increased valuation of works to 27th July 2017 
together with their latest invoice. This invoice was paid within seven days as 
instructed. 

Conclusions
The adjudication process was followed in accordance with the contractual arrangements and 
specifically Option Clause Z16: Dispute Resolution Procedure.  However, from a wider 
governance perspective there were two learning points highlighted:

 The decision not to progress the process to litigation should have been formally 
recorded under the Scheme of Delegation. 

 That an appropriate level of detail is included within the Financial Monitoring Reports 
submitted to Cabinet when recommending the allocation of new funds (in excess of 
£500k) to a Capital scheme. 

Summary of Special Investigations/Counter Fraud Activities

Special Investigations/Counter Fraud Activities

The Counter Fraud Team within Internal Audit has received 14 new referrals in 2017/18, and 
also continued to work on 9 cases from previous years. Three of the brought forward cases 
have now been completed in 2017/18, two of which have previously been reported to Audit 
and Governance Committee. 
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The latest case closed involved unauthorised expenditure on a Children’s Direct Payment 
(DP) account. Following analysis of the DP expenditure and discussions with the family, the 
money spent that was outside of the remit of the DP has now been recovered which was in 
the region of £400.

Referrals in 2017/18

Of the 14 cases received in 2017/18 eight have been closed, and a further four are nearing 
completion. Five of these have previously been reported to Audit and Governance 
Committee. 

Of the other three closed cases, one related to petty cash at a satellite unit that could not be 
accounted for (£707). Investigations undertaken by Internal Audit were not able to 
conclusively establish whether the missing cash was the result of theft by a member of staff 
or the poor recording and management of the petty cash account. Internal Audit issued a 
report containing five recommendations to improve cash handling processes going forward 
all of which have been accepted by management. 

The second closed case involved concerns of staff timekeeping i.e. not working the hours for 
which they were being paid. This member of staff is no longer employed by the Council. 

The final case closed was in respect of an allegation that a childcare nursery had over 
claimed National Education Funding from the Council. A detailed investigation was 
undertaken, including interviews with nursery staff, resulting in the Council recovering 
£31,614. 

The service areas of the cases referred to Internal Audit within 2017/18 to date are 
categorised as follows: Adults (3); Children and Families (5); Adults and Children and 
Families (2); and Council Wide (4). 

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. 


