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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 2018/19 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 July to September 2018; 
and

 Special investigations/counter fraud activity.
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(4) Progress against the 2018/19 Internal Audit Programme, including the 
assurance opinions on risk and control

The schedule provided at Appendix 1 provides the summary of 2018/19 audits which have 
not previously been reported to the Audit and Governance Committee.

The schedule provided at Appendix 2 contains a list of all of the audit activity undertaken 
during 2018/19, 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 2018 to September 2018.
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(4b) Limited Control Assurance Opinions 

Where audit activity records 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 July to September 2018, no limited assurance opinions on control have 
been provided on completed audits from the 2018/19 Internal Audit Plan. 

(4d) Satisfactory Control Assurance Opinions

Where audit activity records 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 July 2018 to September 2018 Internal Audit made, in total, 18 
recommendations to improve the control environment, 10 of these being high priority 
recommendations (100% of these being accepted by management) and 8 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 July to September 2018, no limited assurance opinions on risk have been 
provided on completed audits from the 2018/19 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 July to September 2018

Summary of Satisfactory Assurance Opinions on Control

Service Area: Strategic Finance (Core Cluster – Business Service Centre) 

Audit Activity: Payroll – Accuracy of Payments

Background
The Business Service Centre (BSC) operates a payroll service for Gloucestershire County 
Council (GCC) employees, Local Government Pension Scheme (LGPS) pensions and for a 
number of different outside organisations as traded services.

A core payroll service objective is to pay staff accurately and on time taking into 
consideration payroll deductions ensuring that all payments are appropriately authorised 
before being processed. Deductions are made from salaries in respect of tax, national 
insurance (NI), pension contributions (to various pension providers), salary sacrifice 
schemes, attachment of earnings orders, and other approved schemes. The Council 
operates integrated Human Resources (HR) and Payroll modules within SAP (the Council’s 
finance and payroll system) to facilitate the calculation of pay for its employees.

Approximately two thirds of the Council's expenditure relates to pay. GCC employ around 
12,000 full and part time staff, making it important that they control and monitor pay costs 
very carefully.

Scope
The audit reviewed the effectiveness of the management control framework in place which 
ensures the accuracy of payments, salary management and reporting for both regular and 
supplementary payments and for deductions.

Risk Assurance – Satisfactory

Control Assurance – Satisfactory

Key Findings
System parameters set within SAP control the level of tax, NI and student loans. Parameter 
changes are delivered by the systems provider, SAP. A combination of testing by GCC and 
the system provider has proven an adequate mitigating control to the risk of system 
parameter change error. 

Requests are made to the Systems Team to make changes to basic pay grading and Spinal 
Column Points (SCPs) such as pay awards. Control sheets are used to ensure all necessary 
steps are completed. Testing is undertaken by the requesting team to ensure the accuracy 
of the system. Due to the relative simplicity of this task for updating pay scales for GCC, the 
controls in place are suitable to mitigate risks to an acceptable level.
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Payroll procedures, assigning pay to employees and processing leavers, are detailed in 
Accounting Instruction 13. A review by Internal Audit of the instruction found that the 
document does not allow service area managers to access the required information 
surrounding maintaining staffing structures, and the procedure for completing e-forms for 
both assigning pay to new starters or processing leavers.

Internal Audit sample tested 10 new starters from April 2017 to February 2018 and found 
that in all cases the start date and grade/SCP entered on the e-form directly corresponded to 
the information within SAP, with the payslip for all 10 starters correctly calculating the basic 
pay for the month in which the employee started.  

Processing leaver’s entitlements is also handled via an e-form. Internal Audit reviewed a 
sample of 18 leaver’s payments. All 18 were confirmed as correctly calculated within SAP for 
both basic pay and holiday pay entitlements. 

Extensive testing was completed by the BSC prior to the implementation of SAP Standard 
Maternity. Testing proved that Statutory Maternity Pay (SMP) is being calculated as required 
by legislation and as previously calculated by GCC. Internal Audit sample tested four 
maternity payments made using SAP Standard Maternity and found that the SMP payments 
were in line with legislation as required.

OMP calculations are currently completed through two different routes – manual calculations 
for OMP over 20 weeks and SAP calculations for OMP over 12 weeks. Internal Audit review 
identified that the process for calculating OMP with salary sacrifice across the two routes is 
not standardised and a recommendation was made to rectify this.

Special payments outside of the normal payroll runs are occasionally required. The control 
process for special payments ensures that both calculation and input are checked before 
they are processed, with both stages requiring appropriate sign off before the payment can 
be progressed. Internal Audit tested eight special payments and found that in all cases the 
process as intended had been followed, with appropriate authorisation evidenced. 

Internal Audit sample tested five honorarium payments to ensure that the forms submitted 
had been signed off appropriately and input correctly. Internal Audit testing found that in all 
five cases an appropriate form had been completed and signed off by a Director and that all 
inputs from the BSC were accurate to that of the form.

Exception and variance reports are run and checked line by line by Pay and Conditions 
monthly. Internal Audit found that the current process does not enable the checking officer to 
verify if the case on the variance report is legitimate or appropriate as they do not have 
sufficient information. Currently the control cannot provide suitable assurance that, if 
identified on the checking reports, errors are being rectified before the pay run.
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Conclusion
Internal Audit has confirmed the risk of payment error is mitigated by an effective control 
framework. The current processes for making parameter changes to SAP have proven a 
satisfactory mitigating control, allowing GCC to identify issues within the system with 
processes in place to rectify problems affecting GCC operations. 

The implementation and adaptation to using SAP Standard Maternity is still being worked 
through. It is understood that the processes are still being optimised to utilise the system and 
guarantee the accuracy of the payments for all different maternity scenarios. 

Management Actions
Management have responded positively to the three recommendations made in relation to 
updating Accounting Instruction 13 to include the necessary information for GCC Managers, 
ensuring maternity payments are being calculated consistently with a standardised approach 
and to review the exception and variance control procedures to ensure they mitigate risk and 
add value to the process. 

Service Area: Strategic Finance (Core Cluster – Asset Management and 
Property Services (AMPS))

Audit Activity: Property Services Contract - Corporate Cleaning Contract 

Background
The Gloucestershire County Council (GCC) cleaning contract started on 1st August 2014.  
The initial term of the contract was three years, with an option to extend for a further period 
of up to four years.  This extension option was taken up in 2017 and the contract will now 
expire on 31st July 2021.  The annual value of the contract is approximately £2.4m.

The contract covers cleaning at Shire Hall as well as all GCC owned buildings, schools 
(maintained and academies), libraries and other establishments and is undertaken by two 
contractors.  The service is split into three ‘Lots’, covering the geographical areas as follows:

 Gloucester and Forest of Dean;
 Stroud and South Cotswolds; and
 Cheltenham, Tewkesbury and North Cotswolds.

The Council’s Contract Management Framework (CMF) lays down the expected 
requirements for contract management and monitoring arrangements, to ensure that a 
consistent approach is adopted across GCC.
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Scope
This review sought to determine whether there are adequate and effective arrangements in 
place for the management and monitoring of the cleaning contract and that these are in 
compliance with the mandatory requirements as detailed within the Council’s CMF.

Risk Assurance – Satisfactory

Control Assurance – Satisfactory

Key Findings
Internal Audit found that the contract management and monitoring arrangements of the 
corporate cleaning contract are in compliance with the mandatory tasks, as specified within 
the CMF.  Two areas were identified by Internal Audit as requiring further work and, although 
not classed as mandatory in the CMF, are important for any contract, namely risk 
management and business continuity arrangements.

There is a risk register in place within AMPS for the cleaning contract but it has not been 
reviewed and updated since 2015.  There is no business continuity plan in place detailing 
how service will be maintained following any disruption to that service.  This is part of the 
contract management responsibilities covered in the CMF.  It is not known whether the 
contractors have their own risk registers and business continuity plans, this should be 
established by the contract managers.

There are effective monitoring arrangements in place to ensure that the service provided by 
the contractors is to the standard as detailed in the contract.  This includes meetings with the 
contractors and monitoring visits to sites by both the contractors’ staff and GCC staff, both 
with a focus on service delivery and contract Key Performance Indicator achievement.

Conclusion
At the point of the audit the contract management and monitoring arrangements are in 
compliance with the CMF, with the exception of the risk management and business 
continuity arrangements.

Two recommendations have been made to address these findings and once implemented 
should further strengthen the control framework for the management of this contract.

In addition, Internal Audit is currently in liaison with the Commercial Team to discuss the 
Risk Management and Business Continuity Planning guidance within the CMF to ensure it is 
up to date and adequate.

Management Actions
Management has responded positively to the recommendations made in respect of the 
issues identified.
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Service Area: Communities and Infrastructure

Audit Activity: Section 106 Agreements - Bond Policy 

Background
Planning obligations under Section 106 of the Town and Country Planning Act 1990 (as 
amended) are legal agreements between local authorities, developers, land owners and 
other affected parties and can be attached to a planning permission to make a development 
proposal acceptable in planning terms, that may not otherwise be acceptable. Section 106 
(S106) Agreements are designed to help mitigate the effects of the development on the 
infrastructure and the services the Council is responsible for delivering. They are often 
referred to as 'developer contributions' along with highway contributions and the Community 
Infrastructure Levy.

S106 Agreement potential risks include that planning obligations are under-delivered or that 
a financial default occurs. To mitigate this risk, the Council should assess each relevant 
planning obligation to determine whether or not a bond or other form of surety (e.g. cash 
deposit) is required to guarantee third party security. 

Scope
This audit reviewed the administration of S106 Agreement bonds and compliance with 
Council policy for this area.

Risk Assurance – Satisfactory

Control Assurance – Satisfactory

Key Findings
The Gloucestershire Local Developer Guide was adopted by the Council in December 2016 
(following Cabinet approval) and confirms the Council’s developer contribution protocol. The 
guide confirms that the Council will consider bonds or sureties per S106 Agreement and that 
a risk assessment will be completed as part of the decision, supported by a high level 
flowchart confirming the decision route to be applied (including a risk assessment).

Review of the MasterGov system (the Council’s overarching record of all current and 
completed planning applications) at the point of audit identified that since January 2017, 17 
agreed planning applications had a S106 bond in place.  

Audit sample testing of six of the 17 cases, confirmed:

 For all six cases: actioning of the bond was requested and authorised by appropriate 
officers though a signed S106 Agreement instruction form; a formal, signed bond 
statement existed within each relevant S106 Agreement; and there was appropriate 
evidence of bond trigger monitoring by a relevant officer through the ModernGov 
system; 
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 Five cases had email audit trail to confirm evidence of S106 Agreement risk 
assessment, rationale for bond decision and  developer negotiation; and 

 One case had no audit trail for S106 Agreement risk assessment, rationale for bond 
decision (other than the S106 Agreement instruction form requesting that a bond is 
actioned) and developer negotiation. 

The main cases within audit sample testing were the S106 Agreements and bonding 
arrangements within Highways, Education and Libraries. 

Discussion with the S106 Negotiator (responsible for community infrastructure 
requirements), identified that there is no documented process/form (below the Local 
Developer Guide) outlining the duties of the officer responsible for S106 negotiations, 
detailing the specific criteria to be reviewed when assessing the risks of each development 
in order to support the S106 bond decision. No formal consistent record is documented 
showing the risk analysis completed in order to determine whether a bond is required; or the 
developer discussion/negotiation process on the area. 

It is also noted that the Council is heavily reliant on the process knowledge and experience 
of a single officer in regards to the community infrastructure S106 bond risk assessment, 
negotiation and decision.  This risk is not present within highways obligations review, which 
draws from a pool of senior officers to lead on S106 negotiation and instruction. 

S106 bond monitoring is completed by the S106 Monitoring Officer. Audit review and sample 
testing confirmed that appropriate and effective monitoring takes place, ensuring that 
evidence of bonding exists and that a bond can be called in if necessary. 

Audit testing also confirmed that an effective procedure is in place for the release of a bond, 
once the developer’s contributions are paid or delivered in full. 

Conclusion
Based on the audit testing outcomes, satisfactory assurance can be provided that the 
Council’s Section 106 bonding processes and controls are mainly negotiated, recorded and 
monitored effectively. One medium priority audit recommendation has been raised to further 
strengthen the Council’s S106 bond procedures to ensure consistency, clarity and 
transparency of the risk assessment (prior to bond decision) approach.  

Management Actions
Management have responded positively to the recommendation raised.
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Service Area: Pensions 

Audit Activity: Admitted Bodies

Background
The County Council is the designated statutory body (Administering Authority) responsible 
for administering the Gloucestershire Local Government Pension Scheme (LGPS) Fund on 
behalf of its admitted bodies.

When employers who participate in the LGPS outsource their services, the employees are 
transferred under Transfer of Undertakings Protection of Employment (TUPE) to the new 
employer. The new employer is required to honour the employees’ existing terms and 
conditions and can therefore apply to become an admitted body to the pension scheme so 
that their employees can continue to contribute to their LGPS pension.

Scope
The objective of the audit was to review the following:

 The effectiveness of the processes in place for admitting new employers to the LGPS  
(including consideration and application of relevant regulations and guidance, e.g. the 
Department for Communities and Local Government (DCLG) ‘Admitted body status 
provisions in the LGPS when services are transferred from a local authority or other 
scheme employer’ guidance); and

 The legal agreements underpinning the admitted body arrangements including any 
bonds needing to be put in place by the employers.

Risk Assurance – Substantial

Control Assurance – Satisfactory

Key Findings
Regulations are in place which governs the administration of admitted body arrangements 
and these have been taken into account by the Pensions Investments team and the 
Pensions Administration team when developing local processes for admitting new employers 
to the LGPS.  There are a number of stakeholders involved in the end-to-end process and it 
is important to ensure that a system owner is identified, that the processes are formalised 
and that all stakeholders are aware of their respective responsibilities.

As at the date of the audit there were 38 active admitted bodies and a sample of seven 
admitted bodies (18%) was selected for testing from the period October 2014 to April 2017. 
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Roles and responsibilities within the Pensions Investments team have recently been 
reallocated and as part of this, the admitted body processes are being reviewed.  Internal 
Audit was requested to provide advice and guidance as part of this review process and as 
such a number of recommendations have been made which should contribute towards an 
improved system of control. Internal Audit recommendations cover the following areas: 

 The lead times required for all the stages in the admitted body process should be 
clearly laid out and communicated to all parties concerned;

 All potential actuarial charges should be clearly laid out and communicated so that all 
new employers will be aware of their potential pension-related liabilities for any 
services that have been outsourced;

 Where an organisation is planning to act as guarantor for an outsourced contract, an 
opportunity should be provided for potential pension liabilities to be quantified and 
communicated to allow informed decisions to be made;

 Controls should be put in place to ensure that pension contributions will not be 
accepted by the Pension Fund until Pension Committee approval has been given;

 Pension contributions should only be taken for eligible employees that have TUPE 
transferred under the new contract and the admission agreement should not be 
signed until this issue has been resolved;

 The information pack about the collection of contribution data and payments from the 
new employers should be sent out by the Pensions Investments team for all new 
admission agreements that are put in place irrespective of whether the employer has 
previously been an admitted body; and

 Notifications to the DCLG should be sent for all new admission agreements that are 
put in place irrespective of whether the employer has previously been an admitted 
body (as required by regulations).

Conclusion
There is a defined process in place for admitting new employers to the LGPS and there is 
sufficient evidence to support that this process is operating in practice.  Core regulatory 
requirements are being met which include the signing of admission agreements and bonds 
where necessary.

Following roles and responsibilities reallocation within the Pensions Investment team, 
Internal Audit was requested to provide advice and guidance as part of this review process. 
As such a number of recommendations have been made (as referred to within Key Findings) 
which should contribute towards an improved system of control.

Management Actions
Management has responded positively to the recommendations that were made.
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Service Area: Children and Families

Audit Activity: Nursey Education Funding – Hourly Rate

Background
All children between the ages of 3 and 4 in England get 570 free hours of nursery education 
funding per year, often taken as 15 hours per week for 38 weeks of the year. The funding is 
also made available to 2-year-olds if they meet the eligibility criteria. Since 1st September 
2017, working parents of 3- and 4-year-old children can access the funded extended 
childcare entitlement detailed in the Childcare Act 2016. Nursery placements actually taken 
up are decided between the private nurseries and the parents.

Gloucestershire County Council (GCC) currently pays Early Years providers the following 
rates for each child:

 2-year-olds hourly rate: £4.91; and

 3- and 4-year-olds hourly rate: £3.90.

Scope
The objective of the audit was to review the process for determining the hourly rate paid to 
Early Years providers for 2-, 3 - and 4-year-olds to ensure that there is an appropriate:

 transparent methodology in place for GCC to determine the hourly rates to be paid; 
and

 governance structure in place to approve and implement the hourly rates paid for 
nursery education.

Risk Assurance – Satisfactory

Control Assurance – Satisfactory

Key Findings
The local funding formula used to pay providers for 3- and 4-year-olds includes all the 
required elements as set out by the Department for Education’s (DfE) December 2016 
consultation, namely:

 A required base hourly rate for all 3- and 4-year-olds;

 The required ‘pass-through’ percentage (the amount required to be allocated directly 
to nurseries) of funding for 2017/18 (93%) and 2018/19 (95%); and
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 The mandatory deprivation supplement and an allowable quality supplement. All 
supplementary payments total 4.5% of funding which is below the maximum 10% as 
set by the Education and Skills Funding Agency ‘Early Years Entitlements: 
operational guide’. 

GCC fulfilled the requirements as set by the Schools Forum Regulations 2012 and Schools 
Forum Powers and Responsibilities by proposing and getting agreement of centrally retained 
funding for 3- and 4-year-olds and consulting the Forum on the local funding formula 
providing a clear breakdown of all elements. However, there was no formal record of how 
the final decision for the local funding formula was made within GCC.

There is no evidence of how the local funding formula for the calculation of rates paid for 2-
year-olds was recommended to the Gloucestershire Schools Forum. Whilst the January 
2017 report presented to the Gloucestershire Schools Forum suggested that if the funding 
rate of £5.28 was received it would enable an hourly rate of £4.91 to be paid, no breakdown 
of the formula of how this was calculated was provided.

A pass through rate is not prescribed by the DfE for 2-years-olds. The Lead Commissioner 
for Education Strategy and Development confirmed that the 2017/18 rate paid for 2 year olds 
was calculated by applying the confirmed 3- and 4-years-olds pass through percentage of 
93%, resulting in a £4.91 hourly rate. 7% funding retention for this age group was deemed 
consistent and reasonable, to cover the administration and management costs of the funding 
scheme. Whilst the current formula used for 2-year-olds has not been presented to the 
Gloucestershire Schools Forum and formally agreed within GCC, it does nevertheless meet 
all DfE requirements. 

Conclusion
The hourly rate for 3- and 4-year-olds includes all mandatory elements and the allowable 
quality supplement. GCC has provided the Gloucestershire Schools Forum with all required 
information to allow for scrutiny and challenge regarding the hourly rate for 3- and 4-year-
olds. However, the decision as to which rate to pay has not been formally documented within 
GCC.

The methodology for the calculation of the hourly rate paid for 2-year-olds is not transparent 
and the required governance processes for the approval of the rate have not been followed. 
However, the funding formula that GCC is currently using does meet all the requirements as 
set by the guidance.

Management Actions
Internal Audit has made one recommendation for the correct governance process to be 
followed which should ensure that methodologies applied are transparent (to the 
Gloucestershire Schools Forum and the public) and that decisions made by GCC about 
which rate to pay are formally recorded. Management have responded positively to this 
recommendation.
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Service Area: Education

Audit Activity: Direct Payments (DP) (Children) follow-up

Background
The findings of the Direct Payments (DP) (Children) report dated August 2016 identified that 
the DP expenditure was not always in line with the purposes intended. It further identified the 
parents/carers were not always complying with the DP Agreement (DPA) requirement to 
supply information to the Council, such as bank statements and receipts etc., on request. 

As a result of difficulties encountered in obtaining all of the information in relation to each DP 
case in the sample selected, Internal Audit was unable to provide assurance that the DPs 
were always being spent in accordance with the agreed care plan and DPA, and this 
resulted in limited assurance in both risk identification and management of those risks 
identified.

Scope
The objective of the audit was to establish whether the appropriate actions emanating from 
the Internal Audit report: Direct Payments (Childrens) issued in August 2016 have been 
undertaken.

Risk Assurance – Substantial

Control Assurance – Satisfactory

Key Findings
Internal Audit, working with the Disabled Children and Young People’s team reviewed the 
five cases identified in the original audit as requiring additional scrutiny.  

Where expenditure was not found to be in line with the terms of the DPA, the parents were 
contacted and asked to provide documentation e.g. receipts, timesheets, correspondence 
from the Council that evidenced that the DP expenditure was in accordance with the DP 
agreement, or repayment of the amounts identified was required.    

To date £17,662.80 has been recovered and another £4,235 is pending. Internal Audit 
continues to work with the Disabled and Young People’s team to analyse the expenditure 
going through the DP bank accounts and subsequently recover money that has not been 
spent in accordance with the DPA/support plan.

In addition, new and more robust procedures have been introduced to increase the scrutiny 
of expenditure going through the DP bank accounts. This has in turn identified issues with 
other cases resulting in changes to the DPA, short term suspension of DP payments and in 
some cases recovery of monies where expenditure incurred was not in line with the 
DPA/support plan.
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A DP card payment scheme has recently been introduced. Payment cards are being issued 
for new DP’s as they are set up and those with existing DP accounts will be moved across to 
the payment card scheme at the point at which their support plan is reviewed.  

Conclusion
It is anticipated that the implementation of a DP card scheme will enable the Council to have 
greater control over DP bank accounts and the expenditure being incurred. 

However, a monitoring system will still be required to run alongside this in order to review the 
bank accounts on an ongoing basis and must request information not made available 
through the payment card scheme. The payment card scheme will not negate the 
requirement to monitor the completion of timesheets when Personal Assistants are 
employed to provide support to the children and young people, or the need to retain receipts 
to support the expenses met from the DP bank account.

As the introduction of the DP card scheme is still in its infancy, Internal Audit has not been 
able to provide an assurance opinion as to how or whether this scheme has improved the 
monitoring and management of DP payments.

Internal Audit will revisit this area in 2019/20 to assess the impact of the DP card scheme 
introduction.

Management Actions
There were no recommendations emanating from this review. Satisfactory control assurance 
has been allocated, due to the ongoing service actions in progress as referred to above (e.g. 
DP card scheme direction of travel and the specific DP case actions).

Summary of Substantial Assurance Opinions on Control

Service Area: Childrens’ and Families

Audit Activity: ContrOCC (Childrens’)

Background
ContrOCC is an electronic payment system for managing service contracts and supplier 
payments and it was implemented in Childrens’ social services in November 2015.  It is 
currently used to calculate payments for in-house Foster Carers, Short Breaks, Special 
Guardianship Orders (SGOs), Adoption Allowances, Residence Orders, One Child 
Arrangement Orders and Regulation 24 Placements.

ContrOCC interfaces with both the Liquidlogic case management system and the SAP 
financial system to allow payments to be processed automatically.
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Scope
The objectives of the audit were to review the following:

 The effectiveness of data input to Liquidlogic that allows payments to be made;

 The controls that are in place to ensure that payments will be made in a timely and 
accurate manner; and

 The effectiveness of management reporting from ContrOCC.

Risk Assurance – Satisfactory

Control Assurance – Substantial

Key Findings
Data input

Source documentation is used to support the input to Liquidlogic.  There is good separation 
of duties between Admin’s role for inputting data and the managers’ role for authorising 
transactions prior to a payment file being created in ContrOCC.  Admin do not have 
authorisation rights and the managers do not have the ability to edit the data prior to 
authorisation.

Authorisation of the payment file

A comprehensive set of procedures is available in Care Services Finance for the 
authorisation of the payment file in ContrOCC.  One member of staff has primary 
responsibility for authorising the payment file but another member of staff is also trained in 
the process.

The main focus of the payment file authorisation process is for the Task Lead to review an 
exceptions report.  This highlights payments that could potentially undermine the integrity of 
the payment file and result in incorrect/invalid payments being made.

At present, the exceptions report does not include a threshold above which all payments will 
be highlighted for review.  It also does not include any potential duplicate payments for 
review and consideration should be given to including both of these items in the exceptions 
report.

In some cases, Manual Adjustments are required and this is the only way that payment 
amounts in the payment file can be altered.  Because the payment amounts can be 
increased as well as decreased through Manual Adjustments, it would be prudent to 
separate the responsibilities for making Manual Adjustments and authorising the payment 
file.
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In some cases the carers are overpaid for the services they provide, e.g. where a care 
episode has ended but the end-date has not been entered on Liquidlogic and the payments 
have continued.  ContrOCC will immediately deduct the overpayments from another 
payment that is due if available.  Other than that, the overpayments are carried forward for 
up to a maximum of two pay runs and then invoices are raised which are either paid in full or 
by instalment agreed by the social work manager.  All overpayments are recorded and 
monitored by the Task Lead in Care Services Finance.

Once the payment file has been authorised it is stored in a secure location and then 
interfaces with SAP so that the payments can be made into the vendors’ bank accounts.  
The interfaces are monitored by the SAP Support team but the Task Lead also checks a 
random sample of payments on SAP following each pay run.  Internal Audit tested a random 
sample of May 2018 pay run payments and these were found to be made correctly on SAP.

Management reporting

Management reporting within ContrOCC is currently limited.  The system is able to produce 
statements of annual earnings for the carers and ICT Application Support are currently 
working with staff in Strategic Finance and OCC (the ContrOCC support company) to 
develop reports that would be beneficial for budget monitoring and forecasting.

Conclusion
Good controls are in place for the input and authorisation of data in Liquidlogic.  
Comprehensive procedures are in place for staff to follow as part of the payment file 
authorisation process.  There is also a sufficient number of staff trained in the process to 
allow for business continuity.  There is adequate scrutiny of the payment file that is 
generated by ContrOCC to ensure its integrity prior to being released for payment.

Management Actions
Management has responded positively to the two High priority recommendations that were 
made (regarding Exceptions reporting enhancements and authorisation of Manual 
Adjustments).
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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 (Strategic Finance)

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 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 have been and will be 
complied with’; and

 ‘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 31/2393 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 
2017/18, with consideration of relevant internal audit findings from prior year.
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Key Findings
 The Council received Community Capacity (Capital) Grant funding of £1,360,488 in 

2013/14 and £1,387,970 in 2014/15. 

 A total of £2,328,077.70 was brought forward into 2017/18.

 In 2017/18 a total of £303,087.18 was spent from the Community Capacity (Capital) 
scheme, with the remaining balance of £2,024,990.52 being carried forward into 
2018/19.

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 Determinations have 
been fulfilled and as such the 2017/18 declaration has been signed and submitted to the 
DoH.  

Management Actions
No management actions required.

Service Area: Grant Certification (Strategic Finance)

Audit Activity: Local Transport Capital Funding Grants

Background
The Department for Transport (DfT) provided Gloucestershire County Council (GCC) capital 
funding for local transport from a number of different capital funding grants in 2017/18. 
Funding included a total of six grants and a total allocation of £27,422,843. This includes the 
additional funding received for both the Pothole Action Fund and Flood Resilience Fund.

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 2018 in the following terms: 
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“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 
Transport Capital Block Funding (Integrated Transport and Highway Maintenance) Specific 
Grant Determination 2017/18: No 31/2953, Local Transport Capital Block Funding (Pothole 
Action Fund) Specific Grant Determination (2017/18) No.31/2951 and Local Transport 
Capital Block Funding (National Productivity Investment Fund) Specific Grant Determination 
2017/18 No 31/2950 have been complied with”.

“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 
Transport Capital Block Funding (Flood Resilience Fund) Specific Grant Determination 
(2017/18) No.31/3296 have been complied with”.

As per Grant Determination 31/3296, the DfT are content for the declaration of the Flood 
Resilience Fund to be combined with the declaration for the Local Transport Capital Block 
Funding 2017/18.

Key Findings
This declaration is made in respect of the £27,422,843 (including the additional funding for 
the Pothole Action Fund and Flood Resilience Fund) grants 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 
Local Transport Capital Funding Grant expenditure for 2017/18 is £25,565,459. An 
underspend of £1,857,384 has been recorded in 2017/18, against the Flood Resilience Fund 
and Pothole Action Fund due to announcement of the additional funding late in 2017/18. 
However, Strategic Finance has confirmed this funding has been approved and allocated to 
schemes in 2018/19 in line with their respective grant determinations. 

The capital expenditure for the Local Transport Capital Funding 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.

Internal Audit selected and reviewed a sample of transactions and confirmed that 
expenditure is in accordance with the relevant grant conditions.

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 determinations listed 
above have been fulfilled and as such the declarations have been signed and submitted to 
the DfT.

Management Actions
No management actions are required.
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Service Area: Grant Certification (Strategic Finance)

Audit Activity: Highways Maintenance Challenge Fund (Street Lighting)

Background
The Highways Maintenance Challenge Fund supports Gloucestershire County Council’s 
(GCC) £20m Light Emitting Diode (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 
2017/18 was £1,857,130.

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 DfT a declaration by 30th September 2018 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 2017/18 Number 31/2952 have 
been complied with”.

Key Findings
 This declaration is made in respect of the £1,857,130 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 2017/18 was fully 
expended. Internal Audit has reviewed a sample of 2017/18 transactions and 
confirmed that expenditure is in accordance with the relevant DfT grant conditions.

 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.

Conclusion
Internal Audit has concluded that the conditions of the Grant Determination for 2017/18 have 
been fulfilled and as such the declaration has been signed and submitted to DfT.

Management Actions
No management actions required.
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Service Area: Grant Certification (Strategic Finance)

Audit Activity: Safer Roads Fund

Background
On 1st August 2017 a letter was issued by the Department for Transport (DfT) stating the 
allocation of the Safer Roads Fund for 2017/18: No 31/3103. The Gloucestershire County 
Council grant allocation for the year was £1,800,000.

Scope
The Safer Roads 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 2018 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 Safer 
Roads Fund (2017/18) No. 31/3103 have been complied with”.

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

end £218,928 of the Safer Roads Fund Grant for 2017/18 was expended. Internal 
Audit reviewed a sample of transactions and confirmed that expenditure is in 
accordance with the relevant grant conditions.

 £1,581,072 has been carried forward into 2018/19.

 The capital expenditure for the Safer Roads 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 expenditure against 
the Safer Roads Fund in 2017/18 totalled £218,928. Therefore the remaining £1,581,072 
has been carried forward into 2018/19. Internal Audit concludes that the conditions of the 
Grant Determination for 2017/18 have been fulfilled. 

Management Actions
No management actions are required.
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Service Area: Grant Certification (Strategic Finance)

Audit Activity: Growth Hub Funding 2017/18

Background
The Department for Business, Energy and Industrial Strategy (BEIS) letter dated 8th March 
2017 confirmed ‘Growth Hub Funding to Local Enterprise Partnerships in 2017/18’. The 
grant offer letter offered £205,000 to Gloucestershire County Council (the Accountable Body) 
for the period 1st April 2017 to 31st March 2018. Grant offer acceptance was completed by 
the Council. 

The grant is specifically for the giving of advice to business by GFirst Local Enterprise 
Partnership (LEP) by supporting the further development of growth hubs, aligned to 
Government’s objective to simplify access to support for businesses (the Project).  

Scope
The 8th March 2017 BEIS grant offer letter states that:

‘Confirmation is required that in the course of the Project, the Accountable Body has 
expended the sums in respect of which claims are made and that all goods and services 
were received by the Accountable Body by 31st March 2018 and paid for by 25th May 2018. 
For this purpose a report from an accountant must follow the final claim for the Grant and be 
submitted to BEIS by no later than the 25th May 2018. The accountant’s report must be 
submitted in Annex B format and prepared by a professionally qualified member of the 
Accountable Body’s own audit team’.

The Growth Hub Funding 2017/18 internal audit review was designed to meet the above 
BEIS requirements. 

Key Findings
 The internal audit was delivered and reviewed by CCAB professionally qualified 

members of the ARA Shared Service team.  

 The review confirmed that the 2017/18 year end return and previously submitted 
claims for payment (totalling £205,000) were in accordance with the BEIS offer letter 
and annex B criteria. Audit trail review also confirmed that none of the costs were 
incurred before 1 April 2017.

 It was noted that the evidenced GFirstLEP project expenditure for 2017/18 totalled 
£206,066.17 (excluding VAT). The expenditure in excess of £205,000 was incurred 
within the labour expenditure category and was funded directly by GFirstLEP.   
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Conclusion
The Growth Hub Funding to LEP in 2017/18 – Accountant’s Report was submitted to the 
BEIS as at 18th May 2018 in line with the grant offer letter requirements. No issues were 
raised within the Accountant’s Report.  

Management Actions
No management actions are required.

Service Area: Grant Certification (Adults)

Audit Activity: Social Care (Capital) Grant

Background
Department of Health (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.

Gloucestershire County Council 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 2018 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 2017/18, with consideration of relevant internal audit findings from prior year.
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Key Findings
 The Council received funding of £1,409,000 in 2015/16 under the Social Care 

(Capital) grant scheme.

 A total of £849,651.27 was brought forward into 2017/18.

 In 2017/18 a total of £281,548.76 was spent against the Social Care (Capital) grant 
scheme in line with the agreement between Gloucestershire County Council and the 
Clinical Commissioning Group and the joint spending plan for 2017/18. 

 Internal Audit has reviewed a sample of transactions covering 100% of the 2017/18 
expenditure population and confirmed that the sampled expenditure was in 
accordance with the relevant DoH grant conditions.

 The remainder of the Social Care (Capital) grant, £568,102.51 has been carried 
forward into 2018/19.

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 and as such the 2017/18 declaration has been signed and 
submitted to the DoH.  

The remainder of the Social Care (Capital) grant, £568,102.51, has been carried forward into 
2018/19. 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.

Management Actions
No management actions are required.

Service Area: Grant Certification (Community Safety)

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.
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Scope
This audit reviewed relevant grant expenditure incurred in 2017/18. 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 2017/18 annual declaration to be 
signed and submitted to the DCLG.

Key Findings
 Grant carry forward into 2017/18 was £505,546.71.

 £261,507.61 has been expended against both Grant Determinations for the Fire and 
Rescue Authorities Grant in 2017/18 for relevant capital expenditure.

 Audit review confirmed that expenditure from these grants during 2017/18 has been 
monitored by Strategic Finance and appropriate records maintained.

 Audit sample testing reviewed 94% (£246,345.77) of grant expenditure from 2017/18. 
Testing results confirmed sampled expenditure agreement to supporting audit trail 
and grant determination capital expenditure requirements.

 £244,039.10 has been carried forward into 2018/19.

Conclusion
From sample review of the 2017/18 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 2017/18. 

Management Actions
No management actions are required.

Summary of Special Investigations/Counter Fraud Activities

Special Investigations/Counter Fraud Activities

The Counter Fraud Team within Internal Audit has received 8 new referrals in 2018/19, and 
also continued to work on 14 cases from previous years. Eight of the brought forward cases 
plus four of the new cases referred in 2018/19 have now been completed, none of which 
have previously been reported to Audit and Governance Committee. 

The service areas of the cases referred to Internal Audit within 2018/19 to date are 
categorised as follows: Adults (3); Children and Families (1); Council Wide (1); Communities 
and Infrastructure (2); and Core (1). 



Appendix 1 Appendix 1

28

In respect of the four 2018/19 cases closed to date, one involved the services provided by a 
contractor, where no issue was found. Another involved a care provider which resulted in a 
refund of £3,386 being received and the service area concerned has reviewed contract 
monitoring procedures to reduce future risks. An allegation was received regarding the 
employment of an individual without a disclosure and barring service (DBS) clearance, 
however, it was found that there was no issue, as a higher level clearance had been 
undertaken. The fourth case involving a potential abuse of position found that there was no 
issue with the individual, although a number of learning points were identified within the 
service area and council wide in respect of declaration of interests. 

In respect of the investigation / internal audit reviews into GFRS governance, practices and 
processes please refer to the separate internal audit report presented to the Audit and 
Governance Committee on 12th October 2018.

Previous years’ referrals

Of the 14 cases brought forward eight have been closed. Two cases involved poor cash 
controls concerning petty cash accounts which resulted in monies unaccounted for. Internal 
Audit made recommendations to strengthen the control environment, which were accepted 
by management. Another three cases involved direct payments where monies were 
recovered in varying amounts. One of these direct payment cases, involving joint funding by 
the Council and the NHS, resulted in a conviction for false accounting at Gloucester Crown 
court and the repayment of £17,000.

Of the other three cases one relating to potential theft of iPads and stationery at a school 
has been referred to Action Fraud/Police. However, the Police have decided that there is 
insufficient evidence to take the matter further. The individual concerned has however left 
the employment of the school. Another case involving the theft of a generator from a GCC 
site, whilst under the control of the contractor, has been replaced by the contractor. The final 
case involved a person employed as a contractor whose contract has now been terminated 
plus over £9,000 has been repaid by the individual. 

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 NFI which is a biennial data matching exercise 
administered by the Cabinet Office. The next data collections are due to be uploaded to the 
Cabinet Office throughout October 2018 and data matching reports will be provided for 
investigation from January 2019 onwards. Examples of data sets include insurance, payroll, 
creditors, pensions, care provision, blue badges and concessionary bus passes. Not all 
matches are investigated but where possible all recommended matches are reviewed by 
either Internal Audit or the appropriate service area.


