
 

 
 
 
 
 

 
 

Meeting Cabinet Resources Committee  

Date 18
th
 April 2013  

Subject Contract for Systems Based Internal 
Audit Services and Extension of 
Current Contract 

Report of Cabinet Member for Resources and 

Performance 

Summary This report requests authorisation for officers to 
proceed on a procurement activity to procure a 
contract for systems based Internal Audit Services.  
The procurement will be completed with Islington 
local authority as lead. 

This report further requests approval to extend the 
value of the current systems based Internal Audit 
Services contract by £140,000. 

 

 

Officer Contributors Maryellen Salter, Assurance Director 

Clair Green, Operational Assurance Assistant 
Director  

Status (public or exempt) 
Public  

Wards Affected 
None 

Key Decision 
No 

Reason for urgency / 
exemption from call-in 

Not applicable 

Function of 
Executive 

Enclosures 
None 

Contact for Further 
Information: 

Clair Green 0208 359 7791 

 

 
 



 

 
 
1. RECOMMENDATIONS 
 
1.1 That authorisation is given to the Assurance Director to proceed on a 

procurement activity with a number of boroughs, with London Borough 
of Islington as lead, to procure a new Contract for systems based 
Internal Audit Services.  

 
1.2 To extend the value of the current Contract by £140,000. 
 
 
2. RELEVANT PREVIOUS DECISIONS 
 
2.1 On the 28th July 2011, Cabinet Resources Committee approved the awarding 

of the contract to Price Waterhouse Coopers (PWC) for a period of three years 
starting 1st August 2011 using Management Consultancy and Accounting 
Services – Audit and Assurance Advice and Services - Framework 
RM662/L13, and with the option for 1 year extension.  The contract included 
the provision of internal audit, risk management and counter fraud services. 

 
 
3. CORPORATE PRIORITIES AND POLICY CONSIDERATIONS 
 
3.1 Effective audit and risk assurance arrangements support continuous 

improvement in the delivery of Council’s key priorities in particular Better 
Services with Less Money. 

 
3.2 A comprehensive Internal Audit Plan is essential to giving an annual Internal 

Audit Opinion on the internal control environment (ICE) which is fundamental 
for the achievement of all of the Council’s objectives. This opinion forms an 
integral element of the Annual Governance Statement. 

 
3.3 Each internal audit will be mapped to the corporate priority that it supports. In 

addition the Annual Plan is based on the risks identified by the organisation 
 
3.4  The Council, under Part 2 (Para 3) of the Financial Regulations of the 

Council’s    procedure rules, requires provision of an adequate and effective 
system of internal audit. 

 
  
4. RISK MANAGEMENT ISSUES 
 
4.1 The risks of failing to secure this resource post a tendering exercise or to 

extend the value of the current contract are as follows  
 

a) Weaknesses in the effectiveness of internal control in key areas are not 
identified and addressed owing to an inability to complete the audit plan and 
the inability to achieve the required audit coverage across all Council 
Services areas. 

 
b) An inability, owing to the lack of adequate coverage, for Internal Audit to 
support assertions in the Annual Governance Statement or to express an 
opinion around the effectiveness of the Council’s Governance framework, 



 

including the system of internal control which must be reported in the 
Annual Governance Statement under Regulation 4(2) of the Accounts and 
Audit Regulations 2003, as amended by the Accounts and Audit 
(Amendment) (England) Regulations 2006. 

 
c) Non compliance with the Accounts and Audit Regulation 2003 which states 
at Section 6 that “a relevant body shall maintain an adequate and effective 
system of internal audit of its accounting records and of its system of 
internal control in accordance with the proper internal audit practices.”  

 
 

5. EQUALITIES AND DIVERSITY ISSUES 
 
5.1 Pursuant to section 149 of the Equality Act, 2010, the council has a public 

sector duty to have due regard to eliminating unlawful discrimination, 
harassment, victimisation and any other conduct that is prohibited by or under 
the Act; advancing equality of opportunity between those with a protected 
characteristic and those without; promoting good relations between those with 
a protected characteristic and those without.  The, relevant, ‘protected 
characteristics’ are age, disability, gender reassignment, pregnancy and 
maternity, race, religion or belief, sex, sexual orientation.  It also covers 
marriage and civil partnership with regard to elimination discrimination. 

 
5.2 The provision of internal audit and risk management services affects all 

members of the community in a consistent way, including those with protected 
characteristics. 

 
 
6. USE OF RESOURCES IMPLICATIONS (Finance, Procurement, 

Performance & Value for Money, Staffing, IT, Property, Sustainability) 
 
6.1 This is an opportunity to join a larger number of boroughs submitting jointly for 

a tender and therefore potential for lower rates and opportunity for better Value 
for Money. 

 
6.2 The cost of this contract will be contained within the Assurance Group budget.  
 
6.3 In addition, the existing contract value will be extended by £140,000 up to 

contract award.  This will be met within the current internal audit budget. The 
original contract was awarded at a minimum of £286,180 for a three year 
period and the expected term of the contract will not be exceeded.  The total 
value therefore of the contract is £426,180. 

 
 
7. LEGAL ISSUES 
 
7.1   In its participation in the procurement with other local authorities, the Council 

must ensure that its duties under the Public Contracts Regulations 2006 (as 
amended) are met, together with its duties of equality of treatment, non-
discrimination and transparency, pursuant to the Treaty on the Functioning of 
the European Union.  

 
7.2 The Council’s public sector equality duty is set out in Section 5, above. 
 



 

 
8. CONSTITUTIONAL POWERS  
 
8.1 Council Constitution, Part 3, Responsibility for Functions – Section 6.5 details 

the terms of reference of the Cabinet Resources Committee. 
 
8.2 The Council’s Constitution (Contract Procedure Rules) sets out the 

authorisation process for entering contractual commitments. 
  
8.3 The following is an extract from the Contract Procedure Rules contained within 

the Constitution as it relates to the Procurement Plan:- 
  
 “Authorisation” is the approval required before quotations or tenders for 

supplies, services or works may be sought in accordance with Section 3.2. 
  

Section 5 outlines Authorisation and Acceptance Procedures, including: 
 
5.1 The aim is to speed up the procurement process by removing 

unnecessary bureaucracy – in this case, a duplication of the 
authorisation process. 

 
5.2 Any contract, including additions, extensions and variations, which have 

been included in a directorate or service’s Budget and supporting plans 
and strategies or any other Committee approved plan is deemed as 
authorised irrespective of value. 

 
5.3 Any contract which has not been authorised as set out in 5.2 must be 

Authorised as set out in Table 5-1”. (This details Authorisation and 
Acceptance Thresholds for Works, Supplies and Services). 

 
8.4 The following is an extract from the Contract Procedure Rules contained within 

the Constitution as it relates to acceptance parameters for Contract 
Extensions.  

 
5.6  The Acceptance thresholds for contract additions, extensions and 

variations are as set out in Table 5-2. Contract extensions and 
variations are, also, subject to the following: 

 
5.6.1 The initial contract was based on a competitive tender or quotations;  

5.6.2 The initial contract has not been extended before; and  

5.6.3 The value of the extension is less than half the cost of the existing 
contract without the extension and has a budget allocation having had 
regard to the following: 

i.  If initial contract was subject to EU tender procedure that the extension 
option was declared within the OJEU notice; acceptance report 
(Delegated Powers Report/Cabinet Resources Committee Report) and 
the contract includes extension clauses 

ii. If initial contract value was subject to sub EU threshold procedure 
(Barnet tender/ quotation process) the extension does not take the 
value past EU threshold  



 

9. BACKGROUND INFORMATION 
 
9.1 On the 28th July 2011, Cabinet Resources Committee approved the awarding 

of the contract to Price Waterhouse Coopers (PWC) for a period of three years 
starting 1st August 2011 using Management Consultancy and Accounting 
Services – Audit and Assurance Advice and Services - Framework 
RM662/L13, and with the option for 1 year extension.  The contract included 
the provision of internal audit, risk management and counter fraud services. 

 
9.2 An opportunity has arisen to go out to market with several other London 

Boroughs to procure Internal Audit, Anti Fraud and Risk Management 
Services. It is likely that the combined purchasing power of all the Boroughs 
involved will drive down costs while still preserving quality, however it should 
be noted that quality with assurance activity is of primary importance and will 
be reflected in the tender exercise. 

 
9.3 This opportunity was flagged to Corporate Procurement prior to the production 

of the forward plan, approved by Cabinet Resources Committee in November 
2012, however it was omitted from the list. This report therefore is required by 
virtue of the Contract Procedure Rules (CPRs) contained within the 
Constitution to make authorisation to proceed possible. 

 
9.4 As the procurement is unlikely to be finalised within a short period of time 

authorisation is requested to extend the value of the current three year 
contract. We expect the current value previously reported to Cabinet 
Resources Committee to be exceeded by the time Procurement is complete 
and the contract signed and request that the committee agree the extension of 
the value of the current contract by £140,000, the original contract was for a 
three year period and the time period is not expected to be exceeded. 
 

9.5 The Council is able to request an extension to the value of the current contract 
as the initial tender process and awarding of the contract satisfied the 
requirements as set out in the council’s CPR’s pertaining to contract 
extensions. The contract has not been extended previously and the requested 
extension value of £140,000 is less than half the existing value of the current 
contact which has a total value of £286,180 over the 3 year period; the 
framework RM662/L13 was let under OJEU procurement regulations and the 
extension option was declared within the mini-tender documentation and 
reflected in the contractual arrangement. 

 
 
10. LIST OF BACKGROUND PAPERS 
 
10.1 None. 
 
  
 

Cleared by Finance (Officer’s initials) MC/JH 

Cleared by Legal  (Officer’s initials) SS 

  


