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1.  Introduction 
 
1.1 The purpose of this report is to provide a summary of Internal Audit work completed in the third quarter of 2021-22, in respect 

of the Internal Audit Plan 2021-22.   
 
1.2 The report is prepared for the Audit and Governance Committee to facilitate the discharge of obligations as defined in its 

Terms of Reference to highlight the outcomes of Internal Audit work as a source of assurance on the effectiveness of the 
Combined Authority‟s governance, risk and internal control environment.   

 
1.3 Internal Audit is defined as: “an independent, objective assurance and consulting activity designed to add value and improve 

an organisation‟s operations. It helps an organisation accomplish its objectives by bringing a systematic, disciplined approach 
to evaluate and improve the effectiveness of risk management, control and governance processes.” (Public Sector Internal 
Audit Standards 2017) 

 
1.4 The mission of Internal Audit is: “to enhance and protect organisational value by providing risk-based and objective 

assurance, advice and insight”. 
 
1.5 This report includes: 
 

 A summary of Internal Audit Plan delivery for the period; 

 Details of work undertaken, and key items of note in respect of corporate systems, Combined Authority-specific systems 
and Merseytravel-specific systems; 

 A summary of the work undertaken in respect of fraud, bribery and corruption; 

 An update on internal audit performance with reference to the key performance indicators detailed in the Quality 
Assurance and Improvement Programme (QAIP); and 

 An update on the service‟s compliance with the Public Sector Internal Audit Standards (PSIAS).  
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2.  Summary of Internal Audit Plan Delivery 
 
2.1 Audits Completed  

  
2.1.1 In the period since the last Internal Audit Update, ten audits were completed. These are shown in Table 1 with items at draft 

reporting stage shown in italics: 
  

Auditable Area Organisational 
Risk Opinion 

Corporate LCRCA Merseytravel 

Rolling Stock - Power Supply Project tbc   Y 

Rolling Stock - Asset Ownership  Negligible   Y 

Payroll tbc Y   

Creditors tbc Y   

LEP - Governance Annual Review Minor  Y  

Alternative Delivery Models - Bus n/a   Y 

Recovery Partnerships - Bus n/a   Y 

Digital Infrastructure Project tbc  Y  

Seacombe Landing Stage Capital Project Major   Y 

IT - Proactive BAU Management tbc Y   
                                                           Table 1 

 
2.1.2 Appendix A gives a detailed breakdown of the Internal Audit Plan 2021-22, showing the status of each item of audit work that 

was contained within the Plan approved by the Committee at its March 2021 meeting. 
 
2.1.3 One of the main impacts of working in a dynamic environment is that risks facing the organisation change. The Internal Audit 

Plan has been reviewed to take account of such changes, to reflect the impact of new risk areas being identified during the 
year and others becoming less prominent.  This has led to new pieces of work being identified for completion that were not 
identified at the outset and these were reported at the last meeting of the Committee. 
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2.1.4 There has also been a number of pieces of work identified which will not be completed during this year, and these will form 
part of the risk assessment and planning process for the Audit Plan 2022-23: 

 

 Health Safety and Wellbeing (Office Based Services) – Further to initial consideration of the terms of reference for this 
audit it was determined that the office-based elements had largely been considered by the Health Safety and Wellbeing 
Corporate Review and this audit would not add significant value. 

 Covid-19 Government Funding – It was established that no significant funding had been received further to audit work 
undertaken during 2020-21. 

 Operator of Last Resort (Rail Concession) – At the current stage of the programme it is not believed that an audit would 
add value. 
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3.  Corporate Systems 
 
3.1 Background 
  
3.1.1 Three of the audits completed in the period were of a corporate system that is provided by Merseytravel to both Merseytravel 

and the Combined Authority:  
 

 Payroll; 

 Creditors; and 

 IT – Proactive BAU Management. 
 

3.1.2 Reporting of the outcomes from the audit work in this area formally falls within the remit of the Merseytravel Audit, Risk and 
Governance Board, but as the Combined Authority is a “recipient” of these services, the audit findings are also reported to 
the Audit and Governance Committee.  This is to provide assurance that the risks associated with the area are being 
managed effectively.  

 
3.2 Organisational Risk Opinion  
 
3.2.1 The audits completed are all at draft reporting stage and the organisational risk opinion will be reported in the next update. 
 
3.3 Recommendations of Note 
 
3.3.1 The implementation of recommendations is subject to ongoing monitoring and where dates of agreed action have passed 

and confirmation of implementation has not been received, Internal Audit contacts managers to establish progress, confirm 

actions completed or agree revised implementation dates, if appropriate. 

3.3.2 Table 2 provides a summary of progress in respect of the implementation of previous recommendations made in respect of 
corporate systems:  
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         Table 2 

                                                                                                                                                                   
3.3.4 Significant work has been undertaken with members of SLT to encourage completion of outstanding recommendations, 

particularly those that are long-standing.  This has generated engagement and has prompted fresh focus and action on 
progressing the issues, and consequently a number of recommendations have been closed during the period. 
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3.3.5 A number of recommendations have had their implementation dates revised, and these are shown in the Comments column 
of the table. These movements have been the subject of discussions with Internal Audit, and the explanations provided were 
deemed to be reasonable.  However, there will be ongoing attention paid to these recommendations to ensure that timely 
implementation occurs.  
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4.  Combined Authority: Specific Systems 
 
4.1 Background 
 
4.1.1 Two of the audits completed in the period were of systems that are specific to Liverpool City Region Combined Authority: 

 

 LEP Governance Annual Review 

 Digital Infrastructure Project 
 

4.1.2 From a governance perspective, these fall entirely within the remit of the Audit and Governance Committee and would not be 
routinely reported to the Merseytravel Audit, Risk and Governance Board.  

 
4.2 Organisational Risk Opinion 
 
4.2.1 The finalised audit of the LEP Annual Governance Review received an organisational risk opinion of “Minor”, which means 

that a satisfactory level of assurance on the effectiveness of the internal controls reviewed can be derived, and that the risk 
presented to the organisation by the recommendations made is at a low level. 

 
4.3 Recommendations of Note 
 
4.3.1 The audits finalised within the period identified four recommendations classed as “high priority”. These are shown in Table 3. 

Audit Title Recommendation Action Planned by Management 

LEP - Governance 
Annual Review 

1.  i) Adherence to the Declarations of Interest Policy must be 
ensured; with Declarations being provided and published 
accordingly. 

 ii)  The Declarations of Interest Policy should be updated to 
include the executive positions of the LEP, in addition to 
Board Members. 

Awaiting response 

                                                          Table 3 
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4.3.2 Table 4 provides a summary of progress in respect of the implementation of previous recommendations made in respect of 

Combined Authority - specific systems:  

  
        Table 4 
 

4.3.3 The implementation of recommendations is subject to ongoing monitoring and where dates of agreed action have passed 
and confirmation of implementation has not been received, Internal Audit contacts managers to establish progress, confirm 
actions completed or agree revised implementation dates, if appropriate.    

 
4.4 Grant Certification 
 
4.4.1 In the period since the last Internal Audit Update, the following grant claims shown in Table 5, were reviewed, so as to 

confirm compliance with grant conditions: 
  

Grant Name Number of Claims Audited Value Audited (£) 

Careers & Enterprise 4 133,345 

Growth Hub 1 163,660 

Low Energy Hub 1 19,788 

SIF 13 1,971,581 

SIF Pre-Development Funding 3 75,484 

SIF Skills 2 245,083 

TOTAL 24 2,608,941 
                                           Table 5 

Year Department Auditable Area High Medium Completed In Progress Overdue High Overdue

Extension 

Requested and 

Agreed

Notes

2021-22 Investment Investment Models 0 3 0 3 0 n/a n/a

2021-22 Programme Delivery Race Equality 0 7 4 3 3 n/a Yes Discussed with Manager - revised implementation dates agreed

2020-21 Investment / PMO / Finance Pre Payment Assurance 0 3 0 3 0 n/a n/a

2020-21 Policy Coordination Housing First (VFM) 1 14 11 4 4 n/a Yes Discussed with HoS - revised implementation dates agreed

Place

2021-22 Asset Management Service Maintenance Contracts 0 8 0 8 0 n/a n/a

2021-22 Tidal QS Procurement 0 10 8 2 2 n/a Yes Discussed with Project Director - revised implementation dates agreed

Other

2021-22 LEP LEP Governance Annual Review 21-22 1 1 0 2 0 n/a n/a

2021-22 LEP LEP - Growth Platform Creditors 0 4 4 0 0 n/a n/a

Recommendations

Investment & Delivery
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5.  Merseytravel: Specific Systems 
 
5.1 Background 
 
5.1.1 Five of the audits completed in the period were of a system that is specific to Merseytravel: 
 

 Rolling Stock - Power Supply Project; 

 Rolling Stock - Asset Ownership; 

 Alternative Delivery Models - Bus; 

 Recovery Partnerships; and 

 Seacombe Landing Stage Capital Project. 
 

5.1.2 From a governance perspective, these fall entirely within the remit of the Audit, Risk and Governance Board, but are also 
reported to the Audit and Governance Committee for information and in the interests of transparency.  

 
5.2 Organisational Risk Opinion 
 
5.2.1 One of the audits, Seacombe Landing Stage, received an organisational risk opinion of “Major”, because of the significant 

weaknesses detected in the management of this capital project, including the early warning system and management of risk 
regarding cost overruns. 

 
5.2.2 In respect of two of the audits, Alternative Delivery Models – Bus, and Recovery Partnerships, advice and guidance was 

provided and so an audit opinion was not applicable.  The audit of Rolling Stock – Asset Ownership received an 
organisational risk opinion of “Negligible”, which means that a satisfactory level of assurance on the effectiveness of the 
internal controls reviewed can be derived.  The audit of Rolling Stock – Power Supply Project is to be finalised. 

 
5.3 Recommendations of Note 
 
5.3.1 The audits finalised within the period identified three recommendations classed as “high priority”. These are shown in Table 

6: 
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Audit Title Recommendation Action Planned by Management 
Seacombe Landing Stage 
Capital Project 

Where applicable, the designated project lead from Asset Management 
should provide formal evidence of their review and agreement of changes to 
a specification/Activity Schedule for a contract during the design phase, to 
confirm their consideration of whether the changes are necessary and 
reasonable in terms of scope and cost. Where the change in cost is 
significant, they should also be subject to formal review and sign-off by the 
Technical Services Manager or the Head of Asset Management, who 
should determine appropriate thresholds for cost changes where this will be 
required (e.g. changes >£x and y%). 
 

A project of this nature would have 

benefited from consideration of wider 

routes to market to reflect the maritime 

environment and transfer of risk to a 

delivery partner.  A design and build 

route to market for example may have 

given consideration to risk and activity 

changes by the contractor who would 

own them, at an earlier stage thus 

reflecting in the initial award of 

contract.  

I agree with the recommendation 
regarding the management of change 
and the internal procedures and the 
emergence of a new delivery model 
within the LCRCA will negate this. 
 

Seacombe Landing Stage 
Capital Project 

Whilst the current approach to capital project estimates is that contingency 
sums are not included in funding requests, where there is a known risk of 
additional work being required, this should be clearly communicated and 
quantified in the project risk register and in the initial and subsequent 
reports to Merseytravel Board on the project. This should include a clear 
explanation of the degree of uncertainty about both the risk and the 
estimate of costs, with a range of possible costs being provided (e.g. best 
case and worse case estimates should the risk crystallise), to help ensure 
the Board is more clearly sighted on the risks and their possible financial 
implications and to comply with the requirements of the Constitution (Part 4 
Procurement and Contract Procedure Rules: 2.8 (k)) for accurate 
determination of estimated contract values. 
 

The safeguard of delivery boards and 

projects needing to pass gateways 

before they proceed to delivery will 

negate this. In addition, the 

consideration of internal Quantity 

Surveying resource is something that I 

am exploring within the new delivery 

model. 

 

Seacombe Landing Stage 
Capital Project 

When the need for significant additional costs to be incurred on a capital 
project is known, it should be reported to the Board at the earliest 
opportunity, to allow more time for Merseytravel Board consideration of the 
impact on the overall capital programme and any funding implications. This 

LCRCA now has „Delivery Boards‟ and 

each one is chaired by an Executive 

Director with representation from 

across the CA. Delegation for project 



  
 

Internal Audit Update – Audit and Governance Committee, March 2022 Page | 12 
  

Audit Title Recommendation Action Planned by Management 
should include an estimate of the possible costs with further updates being 
provided as cost estimates are refined. To provide officers with more clarity 
on the requirements, 24.5 in the Constitution should be expanded to say 
Board should be made aware of potential significant variations, including 
realistic estimates, at the earliest opportunity. 

spend and programme will come from 

these boards with tolerances identified 

under that delegation. Where 

tolerances are approaching limits for 

time and/or cost, the Board will have 

the responsibility for consideration of 

approval and next steps. (This is within 

the context of already approved 

programmes by LCRCA). 

 
                                    Table 6 

5.3.2 The implementation of recommendations is subject to ongoing monitoring and where dates of agreed action have passed 
and confirmation of implementation has not been received, Internal Audit contacts managers to establish progress, confirm 
actions completed or agree revised implementation dates, if appropriate.  

 
5.3.3 Table 7 provides a summary of progress in respect of the implementation of previous recommendations made in respect of 

Merseytravel specific systems: 
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Table 7 

5.3.4 Significant work has been undertaken with members of SLT to encourage completion of outstanding recommendations, 
particularly those that are long-standing.  This has generated engagement and has prompted fresh focus and action on 
progressing the issues. 

 
5.3.5 A number of recommendations have had their implementation dates revised, and these are shown in the Comments column 

in the table.  These movements have been the subject of discussions with internal audit, and the explanations provided were 
deemed to be reasonable.  However, there will be ongoing attention paid to these recommendations to ensure that timely 
implementation occurs. 

 
 

6.  Fraud, Bribery and Corruption  
 
6.1 CIPFA Code of Practice on Managing the Risk of Fraud and Corruption (2014) 
 

Year Department Auditable Area High Medium Completed In Progress Overdue High Overdue

Extension 

Requested and 

Agreed

Notes

Place

2021-22 AM - Technical Services Seacombe Ferry Landing Stage - Capital Project 3 4 0 7 0 n/a n/a

2018-19 AM - Maintenance Delivery Vehicle Tracking System 1 3 2 2 2 0 Yes Awaiting creation of Fleet Manager post

2020-21 Bus - Network Performance Bus Services - Contract Management 0 10 5 5 0 n/a n/a

2019-20 Bus - Network Performance Bus Services - Contract Management 0 4 1 3 3 n/a Yes

2021-22 Customer Delivery Application Control - Haven System 1 9 4 6 0 n/a n/a

2020-21 Customer Delivery Fast Tag Account Management 1 1 1 1 0 0 n/a

2019-20 Customer Delivery Catering Concession - Contract Management 0 5 4 1 1 n/a Yes Discussed with Manager - revised implementation dates agreed

2021-22 Customer Operations (Ferries) Application Control - Commuter Club 0 8 0 8 0 n/a n/a

2020-21 Customer Operations (Ferries) Mersey Ferries - Retail and Stock Reconciliation 1 10 10 1 0 0 Yes

2021-22 Customer Operations (Tunnels) Tunnel Tolls Income Recording 0 2 1 1 0 n/a n/a

2020-21 Police Operations (Tunnels) CCTV 1 8 7 2 1 0 Yes Discussed with Manager - revised implementation dates agreed

2020-21 Policy Development Active Travel Fund 0 4 0 4 0 n/a n/a

2021-22 Rail / Bus Financial Sustainability of Operators and Contractors COVID 2 1 0 3 0 n/a n/a

Recommendations
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6.1.1 The CIPFA Code of Practice on Managing the Risk of Fraud and Corruption is the key guidance document for the sector on 
managing fraud risk. 

 
6.1.2 In the Counter-Fraud Update report presented to this Board at its November 2021 meeting, it was noted that a full review of 

the organisation‟s compliance with the guidance had been undertaken, and that this had resulted in a number of action 
points. Table 8 gives an update on the progress being made to address the actions: 

 
Ref Action Responsibility Implementation 

Due Date 
Progress Update 

1 Encourage the Executive and Senior 
Leadership Teams to raise awareness of 
counter-fraud issues with their teams, 
including promoting take-up of counter-fraud 
training, discussion of fraud risks and 
controls and exploring opportunities for fraud 
detection and prevention. 
 

Internal Audit to 
facilitate 
 
ELT/SLT to action 

31 March 2022 In Progress 
Head of Internal Audit has discussed with 
ELT and SLT during November 2021. 

2 Risk Management Policy to be updated to 
make explicit mention of fraud risk and its 
treatment, including the escalation of 
significant fraud risks. 
 

Risk Manager 30 September 2022 To be included in the 2022-23 refresh of the 
Policy. 

3 Support the development of fraud risk 
assessment by facilitating fraud risk 
workshops with areas of the business where 
fraud risks are highest and ensuring that the 
results of the workshops are used to inform 
Service Risk Registers.  
Establish regime of regular reminders to 
update fraud risks in Service Risk Registers, 
including consideration of any new/emerging 
fraud/corruption risks. 
Consider the use of fraud loss estimates to 
inform the risk assessment. 

Risk Manager/Audit 
Manager 

31 March 2022 In progress 
Joint audit and risk workshops are being 
planned to explore fraud risk and ensure 
this is adequately reflected within Service 
Risk Registers.   

4 Utilising the data gathered from the fraud risk Head of Internal 30 September 2022 In progress 
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Ref Action Responsibility Implementation 
Due Date 

Progress Update 

assessment, compile and implement a 
Counter- Fraud Strategy for the organisation.  
Once compiled, the effectiveness of the 
Strategy should be evaluated and reported, 
including within the Annual Governance 
Statement. 

Audit with input from 
ELT/SLT 

Draft Strategy has been compiled and is to 
be finalised following addition of fraud risk 
assessment. 

5 As well as providing internal communications 
on fraud awareness (particularly during 
International Fraud Awareness Week), 
consideration should be given to providing 
fraud awareness and prevention/detection 
messaging to external customer and other 
stakeholders. 

Head of Internal 
Audit with input from 
ELT/SLT 

30 September 2022  

6 Monitor the take-up levels of the Fraud 
Awareness e-learning and follow up to 
completion with Executive and Senior 
Leadership Teams as necessary. 

Head of Internal 
Audit 

31 March 2022 In progress 
There has been a corporate push on levels 
of mandatory training completion.  650 
members of staff have completed the 
awareness e-learning – this represents 
67% of the workforce, a significant increase 
since December 2021. 

7 Monitor the quality and completeness of how 
fraud risks are dealt with in Committee 
reports and provide input to report authors to 
support the written guidance. 

Risk Manager Ongoing In progress 
Risk Manager reviews all Committee 
reports but there will be a particular 
emphasis on fraud, bribery and corruption 
risks going forward.  

                                           Table 8 
 

 
 
6.2 Proactive Counter Fraud Work 

 
6.2.1 The Internal Audit Plan 2021-22 includes 198 days for proactive counter-fraud work across both Merseytravel and the 

Combined Authority.  It is also of note that key anti-fraud controls are also evaluated as part of a significant number of other 
audits within the Plan.   
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6.2.2 The Plan includes the following areas of focus shown in Table 9:  
 

Audit Title Days Allocated Progress 

Absence Management 15 Completed 

Credit Cards 15 Completed 

Creditors and Cheque Control 23 Completed 

Debtors 23 Completed 

Insurance Claims 23 Commenced 

Fast Tag Account Management 15 Commenced 

Mersey Ferries - Ticketing and Admissions 23 Scheduled March 2022 

Travel Centres - Income / Stock Reconciliation 23 Commenced 

Tunnel Tolls Income Recording 23 Completed 

Rail Operators - Stock Control 15 Completed 
                                                                                                                                            Table 9 

 
6.2.3 There is also a provision of 12 days in the Plan for the investigation of allegations of fraud or irregularity, and this has not 

been utilised during this quarter. 
 
6.3 Fraud Risks 

 
6.3.1 Given the increase in attempted fraudulent activity that is likely to proliferate during the pandemic, all Heads of Service have 

been reminded to review the fraud risks contained within their Service Risk Registers.  This is with the objective of updating 
of reflecting new and emerging fraud risks, and to ensure that Heads of Service have acknowledged such risks in their 
planning and development of internal controls.   

  
6.4 National Fraud Initiative (NFI) 
 
6.4.1 The organisation participates in the National Fraud Initiative co-ordinated by the Cabinet Office.  Data from the Payroll and 

 Creditors and concessionary travel systems are uploaded to the dedicated Cabinet Office website and are matched with data 
within and between  participating  bodies so as to identify potential frauds, overpayments and errors. On receipt of the 
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results, the organisation has responsibility to follow up and investigate the matches. The main NFI data matching is 
undertaken every two years, the results of these matches are fed into a national report at the end of each cycle.  

 
6.4.2 Matches in respect of the NFI exercise for 2020 were released in January 2021 and the review work is now completed, 

outcomes were reported to this Committee at its November 2021 meeting. 
 
6.5 Investigations  

 
6.5.1 There have been no investigations undertaken by Internal Audit in the quarter. 
 
6.6 Fraud Policy Framework  
 
6.6.1 All fraud policies within the Policy Framework are up to date, having been approved by the Audit and Governance Committee 

and considered by this Committee at respective meetings in November 2021.  Merseytravel approval was not required as the 
updates were minor in nature. 
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7.  Quality Assurance and Improvement Programme 
 
7.1 Performance Update 
 
7.1.1 The Public Sector Internal Audit Standards (PSIAS) require that the service maintains a Quality Assurance and Improvement 

Programme (QAIP) which includes a series of performance measures and associated targets.  
 
7.1.2 Performance measures defined in the QAIP are also included within the Internal Audit Service Plan and are thus reported to 

senior management in accordance with the corporate quarterly performance reporting process.  This provides senior 
management oversight and scrutiny of performance and of any remedial actions required to meet identified targets.  

  
7.1.3 Table 10 below details the performance measures and the results for the period: 
 

Description and Purpose Target Actual Variance and Explanation 

Compliance with Public Sector Internal Audit 
Standards (PSIAS) 
This measures the extent to which the Internal Audit 
Service complies with the requirements set out in the 
Standards and the Local Government Application Note. 

100% 100% No variance 
The result of the recent external assessment (August 2021) 
details that the service fully complies with the Public Sector 
Internal Audit Standards. 

Percentage of the Internal Audit Plan 2021-22 
completed 
This measures extent to which the Audit Plan is being 
delivered. The delivery of the Plan is vital in ensuring that 
an appropriate level of assurance is being provided 
across the organisation‟s systems. 

98% 
See Chart 

1 

60% 
See Chart 

1 

Negative Variance 
The service had 98% of the Internal Audit Plan 2021-22 
completed / underway at the end of February 2022. 

Percentage of recommendations implemented within 
a reasonable timescale 
This measures the extent to which managers feel that the 
recommendations made are appropriate and valuable in 
strengthening the control environment and also provides 
the Board with a view on how effective management 
action is in responding to recommendations. 

100% 100% No variance 
No concerns in respect of recommendations made in 2021-
22. 

Percentage of client survey responses indicating a 
"very good" or "good" opinion 

100% 100% No variance 
Feedback positive although response levels are low. 
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Description and Purpose Target Actual Variance and Explanation 

This measures the feedback received on the service 
provided and seeks to provide assurance that Internal 
Auditors conduct their duties in a professional manner. 

Percentage of annual senior management survey 
responses indicating satisfaction with the Internal 
Audit service provided 
This measures the feedback received from Directors and 
Heads of Service on the service provided and seeks to 
provide assurance that Internal Audit is adding value at a 
strategic level. 

100% N/A Survey to be completed in Q4. 

       Table 10 
 

7.1.4 Charts 1 and below gives a more detailed breakdown of the performance indicator “percentage of the Internal Audit Plan 
2021-22 completed”.  This has been profiled to show the percentage of the Plan that is the target for completion each 
quarter. 

 
                                                  Chart 1 

 
 
 
 

15% 30% 
70% 

92% 100% 

4% 11% 46% 60% 0% 
86% 98% 

QUARTER 1 QUARTER 2 QUARTER 3 FEB-22 QUARTER 4 

Completion of the Internal Audit Plan      
2021-22 

(profiled) 

Target Actual Completed/In Progress
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7.2 Resources 
 
7.2.1 The Internal Audit service is at full complement.  The team‟s resources have not been diverted into any areas of non-audit 

activity during the period. 
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8. Public Sector Internal Audit Standards (PSIAS) 

 
8.1 External Assessment 

 
7.1.1 It is a requirement of the PSIAS that the service must be subject to an external assessment of its compliance with the 

Standards every five years.  The service was subject to such an external assessment (peer review validation of self-
assessment) against the requirements of the Public Sector Internal Audit Standards (PSIAS) in August 2021.  

 
8.1.2 It was reported to the November Committee meeting that the final report has now been received and this details that the 

outcome of this assessment was that the service fully conforms to the Public Sector Internal Audit Standards.   
 

8.1.3 The recommendations arising from the review, and the associated progress being made to address these, are shown in 

Table 11.  One recommendation has been completed, and the remaining recommendations have not yet fallen due, although 

action is underway to progress these items: 

      

Ref Action Implementation 
Due Date 

Progress Update 

1100 1. Internal audit should be removed from the grant 
awarding process  
 
Medium priority 
 
At the time of the EQA, Internal Audit were required to 
audit every grant the CA intends to make to external 
organisations prior to the grant payment being made. This 
effectively makes Internal Audit part of the grant awarding 
process and is therefore a potential impairment to their 
independence and objectivity. The CA‟s management 
should review this arrangement and find a solution that 
removes Internal Audit from the grant awarding process, 
ideally by relocating this activity to another part of the 
Authority. 

March 2022 Recommendation agreed.  This is a priority for the 
service and discussions are ongoing with a view to 
removing these responsibilities and relocating these 
elsewhere in the organisation. 
 
Discussions ongoing with a view to handover in quarter 1 
of 2022-23. 
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Ref Action Implementation 
Due Date 

Progress Update 

2400 2. Prepare formal service level agreements for the 
two external companies  
 
Low priority 
 
The Service should enter into formal service level 
agreements with the Beatles Story and the Local 
Enterprise Partnership for the internal audit services 
provided to them. 
 

April 2022 Recommendation agreed.  Service Level Agreements 
have been drafted and will be implemented from 1 April 
2022. 

1100 3. Consider reporting to the senior leadership teams 
on a regular basis  
 
Advisory 
 
It is good practice to report regularly to the Executive 
Leadership Team, not only to discuss progress on 
delivering the audit plan, but to also have a regular 
dialogue on other matters such as corporate issues and 
emerging risks where input from Internal Audit would 
benefit the organisations in achieving their objectives and 
identifying organisation wide issues and risks that could 
be considered for inclusion in the audit plan. 
 

November 2021 Completed 
 
Recommendation agreed.  Quarterly attendances at ELT 
to discuss delivery of the audit plan and related issues 
commenced in November 2021. 
 
Recommendation completed, quarterly ELT attendances 
to present IA Update commenced November 2021. 

1100 4. Consider introducing an annual conformation 
statement to supplement the declarations of interest 
returns 
 
Advisory 
 
It is becoming good practice in local authority internal 
audit services to enhance their annual declarations of 
interest returns by introducing or including a statement for 
internal audit staff to sign to confirm that they have read 
and understood the PSIAS, the core principles for the 

Q4 2021-22 and 
annually thereafter 

Completed 
 
Recommendation agreed.  A statement for the 
acceptance of the various ethical standards will be 
drafted and all audit staff will be required to complete this 
on an annual basis.  This will follow a refresher session 
with the team on ethics. 
 
Refresher session undertaken in March 2022 Team 
Meeting and declarations completed by all staff. 
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Ref Action Implementation 
Due Date 

Progress Update 

professional practice of internal auditing, the code of 
ethics, and the seven principles of public life (the Nolan 
Principles). The HoIA may wish to consider introducing 
such a statement. 

Table 11 
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Appendix A: Internal Audit Plan 2021-22 Status Update 
 

 

Auditable Area Corporate LCRCA Merseytravel
Organisational Risk 

Rating

Organisational Risk 

Opinion
Status

Rolling Stock - Power Supply Project Y MODERATE tbc Draft Report Issued
Rolling Stock - Covid-19 Impact Y MODERATE Commenced
Rolling Stock - IPEMU Proof of Concept Y MODERATE Negligible Final Report Issued
Rolling Stock - Asset Ownership Y MODERATE Final Report Issued
Tidal Power - Procurement Review Y MAJOR Moderate Final Report Issued
Investment Models Y MAJOR Minor Final Report Issued
Investment Schemes - FIF Y MAJOR tbc Draft Report Issued
Investment Schemes - Additional Restrictions Grant Y MAJOR Commenced
SIF2 Assurance Framework Y MAJOR Commenced
Learning and Development Y MODERATE tbc Draft Report Issued
Health, Safety and Wellbeing - Corporate Review Y MODERATE Moderate Final Report Issued
Health, Safety and Wellbeing - Office Based Services Y MODERATE Withdrawn
Payroll Y MODERATE tbc Draft Report Issued
Absence Management Y MODERATE Minor Final Report Issued
Ethics / Standards of Conduct Y MODERATE Commenced
Application Control - Haven System Y MODERATE Moderate Final Report Issued
Application Control - Commuter Club Y MODERATE Minor Final Report Issued
Application Control - SCADA Y MODERATE Minor Final Report Issued
Capital Programme Y MODERATE tbc Draft Report Issued
Procurement & Prepaid Cards Y MODERATE Minor Final Report Issued
Creditors Y MODERATE tbc Draft Report Issued
Debtors Y MODERATE Minor Final Report Issued
Governance Assurance Statement 2021-22 Y MODERATE Commenced
LCRCA/MT Annual Governance Statement Review 2020-21 Y MODERATE n/a Final Report Issued
Risk Management Y MODERATE Commenced
Insurance Claims Y MODERATE Commenced
Procurement Y MODERATE Commenced

Entity



  
 

Internal Audit Update – Audit and Governance Committee, March 2022 Page | 25 
  

 

Auditable Area Corporate LCRCA Merseytravel
Organisational Risk 

Rating

Organisational Risk 

Opinion
Status

LEP - Governance Annual Review Y MODERATE Minor Final Report Issued

LEP - Growth Platform Creditors Y MODERATE Minor Final Report Issued

ESIF Y MODERATE Commenced

Grant Auditing Arrangements at Local Authorities - Accountable Body 

Status

Y MODERATE Commenced

Asset Management - Service/Maintenance Contracts Y MODERATE Moderate Final Report Issued

Health, Safety and Wellbeing - Asset Management Y MINOR Commenced

Financial Sustainability of Operators and Contractors COVID Y MAJOR Minor Final Report Issued

Alternative Delivery Models Y MODERATE Advice Provided

Recovery Partnerships Y MODERATE Advice Provided

Business Continuity Management Y MODERATE Withdrawn

Fast Tag Account Management Y MINOR Commenced

Health, Safety and Wellbeing - Operational Transport Y MINOR Commenced

Mersey Ferries - New Vessel Y MODERATE Withdrawn

Mersey Ferries - Ticketing and Admissions Y MINOR Scheduled Mar 2022

Travel Centres - Income / Stock Reconciliation Y MINOR Commenced

Tunnel Tolls Income Recording Y MINOR Minor Final Report Issued

The Beatles Story - Information Governance Y MINOR Commenced

Covid-19 Govt Funding Y MODERATE Withdrawn

Operator of Last Resort Y MODERATE Withdrawn

Rail Operators - Stock Control Y MODERATE tbc Draft Report Issued

Brexit Impacts Y MAJOR Withdrawn

Freeport Y MODERATE Withdrawn

Adult Education Budget Y MAJOR Minor Final Report Issued

Digital Infrastructure Y MAJOR tbc Draft Report Issued

Race Equality Y MINOR Moderate Final Report Issued

Seacombe Landing Stage Capital Project Y Major Final Report Issued

Back Up Management Y n/a Commenced

Proactive BAU Management Y n/a tbc Draft Report Issued

Asset Management Y n/a Commenced

Cyber Security - Response (NIST) Y n/a Commenced

LEP - IT Overview Y n/a Commenced

Entity
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Appendix B: Organisational Risk Opinions and Recommendation Priority 
Levels 

 

Organisational Risk Opinions 
 

Recommendation Priority Levels 

 

Major 
The risks identified in the review could, if they materialised, 
have a major impact on the organisation as a whole. 
 

 

Moderate 
The risks identified in the review could, if they materialised, 
have a moderate impact on the organisation as a whole. 
 

 

Minor 
The risks identified in the review could, if they materialised, 
have a minor impact on the organisation as a whole. 
 

 

Negligible 
No risks were identified within the review. 
  

 

 

High 
The recommendation is essential to the management of risk 
within the area under review.   
 

 

Medium  
The recommendation is important to the management of risk 
within the area under review.   
 

 

Advisory  
The recommendation is a suggestion intended to enhance 
the existing management of risk within the area under 
review. 
 

 
 
 
 
 
 

 


