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1. Summary  

 

1.1 This report represents consultation by the Mayor with the London Assembly, as required in law, in 

relation to the proposed shared services arrangement between the Greater London Authority (GLA) 

and the Metropolitan Police Authority (MPA) in respect of the MPA’s discharge of the GLA’s 

internal audit function. 

 

1.2 This report attaches at Appendix 1 a proposal from the Metropolitan Police Authority (MPA) to 

undertake the GLA’s internal audit from1 April 2011.   

 

1.3 The report also provides Members with a general update, as requested by the Committee, in relation 

to shared services activity within the GLA Group in the last quarter. 

 
 
2. Recommendation  
 

2.1 That, prior to the Mayor’s Decision under section 401A of the Greater London Authority 

Act, the Committee gives comments on the MPA’s Shared Service Proposal for GLA 

Internal Audit, which proposes that the MPA discharge the GLA’s internal audit function 

from 1 April 2011. 

 

 

3. Background   
 
3.1 The Authority’s internal audit contract with Deloitte ends on 31 March 2011 and new arrangements 

will need to be put in place before then.  During the autumn of 2010 discussions were held across 



        

the GLA Group to consider whether a shared internal audit service would be appropriate and 

represent best value.   

 

3.2 The London Assembly’s Audit Panel is concerned with ensuring the security of and monitoring of 

financial systems, ensuring that there is an anti-fraud culture, and promoting probity and good 

practice within the core GLA and to that end the Panel receives and comments on internal and 

external audit reports.  A report was submitted to the meeting of the Audit Panel on 20 October 

2010 to inform it of progress on the discussions about a shared internal audit service.  At its meeting 

on 7 December 2010, the Panel considered an initial proposal for a shared internal audit service from 

the MPA.  The MPA’s Director of Audit, Risk and Assurance attended the meeting to answer the 

Panel’s questions. The Panel had a number of issues and concerns which are set out in the draft 

minutes of that meeting. An extract of the relevant draft minutes is attached at Appendix 2.   

 

3.3 Following the meeting of the Audit Panel on 7 December 2010, the MPA revised its draft Shared 

Service Proposal for GLA Internal Audit.  The Panel was very keen to ensure that BMAC was 

informed of its views and it therefore considered an updated shared service proposal at an informal 

meeting on 11 January 2011.  The draft notes of the Audit Panel’s informal meeting are attached at 

Appendix 3.  

 

 

4. Issues for consideration 
 
4.1  An analysis of the current provision and costs of internal audit across the GLA family has been 

undertaken. GLA officers have concluded from this analysis that only the MPA and Transport for 

London (TfL) are capable of providing internal audit services to other members of the Group. GLA 

officers also compared the existing costs of audit provision across the Group. Given the greater 

similarity in the nature of the work and legal regime, negotiations have commenced with MPA to 

provide the GLA’s internal audit function. 

 

4.2  Set out at Appendix 1 to this report is a draft Shared Service Proposal from the MPA to provide the 

GLA’s internal audit function from 1 April 2010. The Appendix sets out proposed roles and 

responsibilities of the MPA and GLA, and in particular the independence and reporting lines of the 

Head of Audit. The proposal also sets out the MPA’s strategic approach to Audit Planning, agreeing 

a Work Programme and Service Provision. The Appendix sets out the level and quality of staff 

resources the MPA would allocate to this service. Finally, the MPA also set out a draft Internal Audit 

Plan for the GLA for 2011-12, which includes a contingency provision. 
 

4.3  The MPA propose 350 audit days work in 2011-12. This is lower than the 361 actual audit days 

Deloitte plan to undertake in 2010-11 but is just above the 348.5 actual days worked in 2009-10. 

Additionally, Deloitte have indicated that the annual GLA audit days could be decreased to some 

325 days. However, given the need for the MPA to review the GLA’s internal controls afresh and the 

risks posed by the Mayor’s devolution plans, the Executive Director of Resources considers 350 days 

to be an appropriate level for audit planning in 2011-12. In considering the slight reduction in audit 

days it should be noted that in undertaking an internal audit service the MPA would be offering a 

higher percentage of qualified audit staff than Deloitte.  However, both Deloitte and the MPA would 

be offering the equivalent of two full-time equivalent audit staff. 
 



        

4.4  The Audit Panel wished to ensure the independence of any shared internal audit service, and for 

there to be high standards of organisation and conduct, so that its opinions and assurances can be 

relied and acted upon. The Audit Panel also wished to ensure that any shared internal audit function 

would be able where necessary to challenge the Executive robustly and effectively. Officers are 

confident that these can be secured within this shared service arrangement with the MPA.  

 

4.5 It is intended that the arrangements with the current internal auditor will be replicated with the MPA 

and that the Audit panel will continue to have an effective audit role.  Audit reports will continue to 

be presented to the Panel for comment before they are presented to the Mayor. 
 

4.6 The shared service has been discussed with the Authority’s External Auditor. The intention is that 

External Audit would, as under existing arrangements, seek to place reliance upon the work of the 

MPA as the Authority’s internal audit function. Therefore, the present efficient division of labour 

between internal and external audit functions would be able to continue. 
 
Strategy Implications 
 

4.7 Independent Audit reports provide important information to assist the Authority in delivering its 

strategies. 

 

Update on general shared services activity within the GLA Group 

 

4.8 Overview: 

 

 Payroll – arrangements to delegate the GLA’s payroll function to LFEPA progressing; 

 GLA provision of LFEPA’s democratic services commenced 1 January 2011; 

 TfL provision of GLA’s internet connectivity agreed; 

 TfL hosting of GLA’s secondary data and disaster recovery centre agreed; 

 Further details in Appendix F of the Budget Consultation 2011-12 

 

 

5. Legal Implications 
 

5.1 The GLA and MPA are under a duty to make arrangements for an internal audit function under the 

Audit Commission Act 1998 and related audit legislation.  Both bodies are covered by section 401A 

of the Greater London Authority Act 1999 (as amended) under which the GLA can enter into 

arrangements with the MPA for the discharge by the latter on its behalf of functions of an 

administrative, professional or technical nature, which includes the internal audit function.  

‚Functional delegations‛ under this legal power have already been entered into with TfL for the 

GLA’s legal, transactional finance and procurement functions, and it is proposed that the 

appointment of the MPA for internal audit would be done under the same principles. Before 

approving any such arrangements the Mayor is formally required to consult the Assembly, and this 

report constitutes that formal statutory consultation. 

 

5.2 Administrative arrangements between public bodies that are in the public interest that do not 

involve the placing at a competitive advantage of any particular private sector commercial supplier 

generally fall outside EU public procurement rules, particularly if the activity in question is performed 

on a cost recovery basis.  Therefore the GLA can appoint the MPA under s 401A without having to 

go through an OJEU public procurement process.  



        

 

5.3 The Executive Director of Resources, as the GLA’s Chief Finance Officer, will continue to be subject 

to his personal statutory responsibilities concerning the proper administration of the GLA’s financial 

affairs notwithstanding the MPA’s appointment to perform the internal audit function. 
 

5.4 The proposal is unlikely to be substantively affected by the Government’s legislative provisions for 

policing governance in the capital contained in the Police Reform and Social Responsibility Bill.  It is 

planned that a new policing functional body, the Mayor's Office for Policing and Crime (MOPC), will 

replace the MPA from 2012.  The Bill states that the MOPC will be a functional body and so section 

401A of the GLA Act will apply to permit the proposed shared services arrangement to continue with 

the MOPC’s internal audit department performing that function for the GLA 

 
 
6. Financial Implications 
 

6.1 At present the Authority has a contract with Deloitte’s to provide 393 internal audit days work per 

annum at an estimated cost of £0.166m in 2010-11. The savings proposals considered by the 

Budget and Performance Committee for the GLA on 24 November included a reduction of 5% in 

working days in 2011-12. 

 

6.2 The MPA are proposing 350 audit days in 2011-12 at a cost of £0.142m - a saving from the budget 

of £24,000 in 2011-12 but with a reduction of 11 actual audit days. The MPA’s proposal is ‘cost 

neutral’ across the GLA Group (ie. there is no cross-subsidy by, or surplus to, the MPA from 

undertaking this service for the GLA). 

 

6.3 In the event that the GLA were to enter into a shared service arrangement with the MPA, payment 

would be made on the basis of actual audit days delivered not budgeted days. 

 

 

List of appendices to this report:  

Appendix 1 - Shared Service Proposal for GLA Internal Audit from MPA – November 2010 

Appendix 2 – extract from draft minutes of the meeting of the Audit Panel held on 7 December 2010 

Appendix 3 – draft notes of an informal meeting of the Audit Panel held on 11 January 2011 
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