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AGENDA
PART 1
1.

Apologies

2.

Declarations of Interests of Members in Contracts and Other Matters and
Restriction on Voting by Members
To declare any personal, pecuniary or disclosable pecuniary interests in
accordance with the Code of Conduct and any possible contraventions under
Section 106 of the Local Government Finance Act 1992.

3.

Minutes
To approve the Minutes of the meeting held on 01 April, 2014 (enclosed).

4.

Strategic Risk Register
Report of the Head of Governance (Item 4.1 – 4.12).

5.

Review of the Effectiveness of Internal Audit
Report of the Head of Governance (Item 5.1 – 5.15).

6.

Internal Audit Annual Report 2013-14
Report of the Chief Internal Auditor (Item 6.1 – 6.3 + Annual Report).

7.

Annual Governance Statement 2013-14
Report of the Head of Governance (Item 7.1 – 7.20).

8.

Annual Treasury Management Report 2013-14
Report of the Head of Finance (Item 8.1 – 8.8)

9.

External Audit – Audit Fees for 2014-15
Letter of Grant Thornton, External Auditors (Item 9.1 – 9.4).

10.

External Audit – Grant Certification Report 2012-13
Report of Grant Thornton, External Auditors (Item 10.1 – 10.12).

11.

External Audit – Grant Certification Work Plan 2013-14
Report of Grant Thornton, External Auditors (Item 11.1 – 11.8).

CANNOCK CHASE COUNCIL
MINUTES OF THE MEETING OF THE
AUDIT AND GOVERNANCE COMMITTEE
TUESDAY, 01 APRIL, 2014 AT 4.00 P.M.
IN THE CIVIC CENTRE, BEECROFT ROAD, CANNOCK
PART 1
PRESENT:
Councillors
Ball, G.D. (Chairman)
Bottomer, B. (Vice-Chairman)
Gamble, B.
Also Present
33.

Molineux, G.

Grant Patterson, Director – Grant Thornton (External Auditors)
Andrew Reid, Senior Manager – Grant Thornton (External Auditors)

Apologies
Apologies were received from Councillor J. Johnson

34.

Declaration of Interests of Members in Contracts and Other Matters and
Restriction on Voting by Members
No Declarations of Interests were made in addition to those already confirmed
by Members in the Register of Members’ Interests.

35.

Minutes
RESOLVED:
That the Minutes of the meeting held on 13 November 2013 be approved as a
correct record and signed.

36.

Annual Governance Statement – Quarter 3 Progress Report
Consideration was given to Report of Head of Governance (Item 4.1 – 4.8 of
the Official Minutes of the Council).
The Head of Governance provided the following update:
• The actions and progress detailed were up to the end of February 2014
rather than December 2013;
• Any actions not completed as at 1 April 2014 would be carried over to
2014-15;
• Contract Procedure Rules – in the process of being reviewed and
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•

•

•
•

updated in conjunction with Stafford Borough Council;
Code of Governance – officer titles need to be updated to reflect
changes to the senior management structure and responsibility for
specific duties within the framework;
Review of Employee Code of Conduct – the review of the Council’s
Values was nearly complete, so work to review the Employee Code will
commence afterwards;
Member training and development survey – this will now take place after
the post elections councillor induction programme in May 2014;
ICT Security Policies – these have now been approved and issued to
employees. They will be issued to councillors as part of the induction
programme.

RESOLVED:
That the report be noted.
37.

Strategic Risk Register
Consideration was given to the Report of the Head of Governance (Item 5.1 –
5.4 of the Official Minutes of the Council).
The Head of Governance provided the following update:
• Five risks have not changed status since the last update, and one has
been revised from red to amber status;
• Risk no. 17 – rating status has changed due to the completion of the
annual budget process;
• Risk no. 15 – Expect this risk to be revised or removed from the register
by the time of the next review as work on the Local Plan was well
underway;
• Risk no. 4 – status of this risk had been discussed with the Corporate
Director and Head of Commissioning. Need to determine whether it will
be encompassed within the wider financial risks, or refined and
refocused.
RESOLVED:
That the report be noted.

38.

Internal Audit – Quarter 3 Report 2013-14
Consideration was given to the Report of the Chief Internal Auditor (Item 6.1 –
6.3 of the Official Minutes of the Council).
The Chief Internal Auditor provided the following update:
• By the end of Q3, 14 out of 22 planned audits had been completed,
however it was expected that all audits planned audits would be
completed by the end of 2013/14, with the exception of the fleet
management audit which was being deferred to 2014/15.
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•

•

•

•

Culture & Leisure Services Contract Monitoring audit – the working
relationship with Wigan Leisure & Culture Trust (WLCT) will continue to
be monitored, at distance, following acceptance by Council
management of the level of risks involved in the current processes.
Central Control audit – following the original audit undertaken in April
2013, management have been working to address the issues raised, but
some require further time to fully address them, so the classification for
the service has been revised from ‘Needs Fundamental Change’ to
‘Requiring Some Improvement’;
Housing Benefit Fraud Investigation Team audit – one issue identified
had recently been resolved so the audit classification would be revised
to ‘Effective’ .
General Ledger (IT Audit) 2nd Follow-up – Whilst remaining “Requiring
Some Improvement” at the time of the follow-up it is not recommended
that the Audit Committee should take action at this time to question the
lack of progress as it is expected that most of the outstanding issues
should have been rectified by a software update which took place in
February 2014, although no audit work has yet been undertaken to
address this it will be verified as part of the main General Ledger audit in
quarter 4..

Councillor Gamble queried if the Audit team were satisfied that where items
had been identified as requiring improvements then the necessary changes
would be achieved. The Chief Internal Auditor replied that this was the case
for all audits apart from the Culture & Leisure Services Contract Monitoring as
management had not offered up any improvements to the risks identified.
The Chairman asked what was happening in respect of the Streetscene –
Street Cleansing Function audit, as this was still identified as ‘Needs
Fundamental Change’.
The Chief Internal Auditor replied that this had been discussed at previous
meeting of the Committee, but work was still ongoing to address issues raised.
Due to the manager of this area being on long term sickness, the audit would
be subjected to follow-up in 2014-15.
RESOLVED:
That the progress during the third quarter of 2013-14 be noted.
39.

Internal Audit Plan for 2014-15
Consideration was given to the Report of the Chief Internal Auditor (Item 7.1 –
7.6 of the Official Minutes of the Council).
The Chief Internal Auditor asked the Committee to give consideration to
omitting the Leisure Contract Monitoring Arrangements from the proposed
2014-15 Audit Plan despite it being identified as high risk status. Internal Audit
had classified this area as “Requiring Some Improvement” in 2013-14.
Management have accepted the findings but are not looking to address the
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issues identified. Due to the good working relationship with WCLT they are
happy to accept the level of risk identified in the report. As such it would be
more beneficial to use Internal Audit’s resources on other services rather than
make the same recommendations in 2014-15. .
In respect of audits where recommendations for improvement had been
identified, Councillor Gamble queried how much time services were given to
implement the recommendations before a follow-up audit was conducted.
The Chief Internal Auditor indicated that follow-ups are normally carried out 6
months after a final audit report has been issued. Although it is accepted that
some actions may not have fully completed at that time. If sufficient progress
has not been made a second follow-up will be scheduled after a further 6
months.
RESOLVED:
That;
(A) The Audit Plan for 2014-15 be approved
(B) The Leisure Contract Monitoring Arrangements be omitted from the
Audit Plan for 2014-15.
40.

Confidential Reporting, Anti-Fraud & Bribery and Anti-Money Laundering
Frameworks
Consideration was given to the Report of the Chief Internal Auditor (Item 8.1 –
8.5 of the Official Minutes of the Council).
Councillor Gamble queried how often the Confidential Reporting Policy had
been used since it was first adopted.
The Chief Internal Auditor replied that an average of 1 to 2 issues were raised
annually via the Policy, and were either resolved immediately as not being
relevant concerns to raise or were fully investigated.
The Chief Internal Auditor then advised that training was going to be arranged
for Wider Management Team on the policies, and information included in the
Core Brief. Information will also be circulate to Members in due course.
Councillor Bottomer queried what happened once an issue was reported using
one of these policies. The Chief Internal Auditor replied that reports were
referred to specific named officers with records held on a central file stored
separately from the complaints files.
The Head of Governance advised that when issues were reported over the
telephone, it was advisable to also send an email to ensure a paper trail was in
place.

Audit and Governance Committee – 01/04/14

18

RESOLVED:
That Cabinet, at its meeting to be held on 17 April, 2014, be recommended to
adopt the Anti-Fraud & Bribery Framework; the revised Confidential Reporting
Framework and the Anti-Money Laundering Framework.
Reasons for Decisions
The Council has existing Anti-Fraud and Confidential reporting frameworks
which were last approved in 2009. Since that time there have been a number
of changes in legislation and best practice including the introduction of the
Bribery Act and changes to the law surrounding protection to employees for
Whistleblowing. The policies have been updated to reflect these changes.
The Council has not previously adopted a Money Laundering framework or
offered direct guidance and support to its employees on the identification and
reporting of suspected money laundering since the Proceeds of Crime Act was
introduced. Although the Council is not part of the Regulated Sector which are
required to have detailed formal procedures in place it is seen as best practice
to have a policy in place. The attached Anti-Money Laundering Framework has
therefore produced to provide a reporting mechanism as well as support to
employees.
The Confidential Reporting Framework provides a clear, documented route by
which anyone, whether internal or external to the Council, can report concerns
about illegal, improper or dangerous activities and provides protection where it
is available against harassment and victimisation for doing so. It sits as a frontend process which can provide a route to raise concerns in confidence into a
number of Council policies and processes.
The Anti-fraud and Bribery Framework provides information relating to the
Council’s stance on fraud and bribery and set-out the processes that will be
used to investigate and where necessary prosecute any fraud or bribery
identified. It also sets-out the proactive work undertaken to minimise the
Council’s chances of falling victim to fraud or bribery.
The Anti-Money Laundering Framework sets out the actions the Council will
take to minimise its exposure to money-laundering as well as providing a route
by which suspicious activity can be reported. The framework also sets-out the
actions the Council will take when money-laundering activity is identified to
ensure compliance with the necessary legislation.
41.

Cannock Chase District Council Audit Plan 2013-14
Consideration was given to the Report of the External Auditors (Item 9.1 – 9.16
of the Official Minutes of the Council).
Grant Patterson advised that as the Council had not yet commenced a review
of its S106 reserves as recommended in the previous year, progress on
completing this recommendation would be followed up with relevant Officers.
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RESOLVED:
That the report of the External Auditors be noted.
42.

Informing the Audit Risk Assessment for Cannock Chase District Council
Consideration was given to the Report of the External Auditors (Item 10.1 –
10.21 of the Official Minutes of the Council).
Andrew Reid advised that on the basis of responses received from Officers, the
Auditors were happy that the Council did not have any significant weaknesses,
and that there was adequate and appropriate structures in place to manage
risk.
Councillor Gamble queried the change of accounting method for property plant
& equipment valuations.
Andrew Reid replied that the guidance had changed, which meant that councils
now had to have valuations in place for all council owned assets. In respect of
Cannock, the Auditors were satisfied with the arrangements in place to support
valuations taking place, although they were not strictly in line with CIPFA
requirements.
Councillor Gamble then queried if the responses from Officers gave the
Auditors assurances that the Council was on the right track.
Grant Patterson replied that this was the case, but the purpose of the
presenting the assessment to the Committee was to allow for Members to ask
questions and determine if the right framework was in place, but developing
Members’ understanding could form part of the Committee’s training
programme.
The Head of Governance advised that a questionnaire was to be distributed to
Members, Officers and the Auditors in order to help conduct a review of the
Audit Committee, and identify any specific training requirements.
Andrew Reid also advised that a document had been produced for Audit
Committee members on understanding local authority accounts, which would
be circulated to Members via the Senior Committee Officer.
RESOLVED:
That the report of the External Auditors be noted.

The meeting closed at 5:30pm
_______
CHAIRMAN
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ITEM NO. 4.1
Report of:
Contact Officer:
Telephone No:
Portfolio Leader:
Key Decision:
Report Track:

Head of Governance
June Hall
01543 464546
Corporate Improvement
No
Audit & Governance
Committee Only

AUDIT & GOVERNANCE COMMITTEE
24 JUNE 2014
STRATEGIC RISK REGISTER

1

Purpose of Report

1.1

To set out details of the progress in managing the Strategic Risks facing the
Council during the period January 2014 to March 2014.

2

Recommendations

2.1

That the Committee consider the effectiveness of the Council’s Risk
Management arrangements as set out in the report.

3

Key Issues and Reasons for Recommendation

3.1

At the end of March 2014, the Council’s risk profile has been reviewed and is
summarised in the table below:
Risk Colour
Red
Amber
Green
TOTAL

Number of Risks at 31st
December 2013
1
4
1
6

Number of Risks at 31st
March 2014
1
3
0
4

ITEM NO. 4.2
4

Relationship to Corporate Priorities

4.1

This report supports the Council’s Corporate Priorities as follows:
(i)

Risk management is a systematic process by which key business risks /
opportunities are identified, prioritised and controlled so as to contribute
towards the achievement of Council aims and objectives.

(ii)

The strategic risks set out in the Appendices have been categorised
against the Council’s priorities.

5

Report Detail

5.1

All risk scores have been reviewed and at the end of March 2014 there are 4
strategic risks. The changes are:
•

Risk number 3 (District needs not recognised by external stakeholders locally
and nationally) - the score remains as it was when last reported to the Audit
& Governance Committee, though progress continues to be made on this
risk..

•

Risk number 4 (Failure to ensure services are effectively commissioned,
managed and deliver value for money) has been removed as there are no
longer any significant or high level strategic risks associated with the
commissioning of Council services.

•

Risk number 11 (Lack of suitable land to create additional burial space within
the district) has been increased from a low (Green) to a Medium (Amber) as
it has not yet been possible to fully determine the suitability of the preferred
site.

•

Risk number 15 (Failure to achieve an adopted Local Plan for the District)
has been removed as the Inspectors report was received in February 2014
and the Local Plan will be formally adopted by Council in June 2014.

•

Risk number 16 (Impact of Benefit Reform) has achieved a reduction in
score from 12 to 9 but remains at Medium (Amber)

•

Risk number 17 (Viability / Funding of Cannock Chase Council arising from
the 2013 spending review) has been removed as the Council has addressed
the issue with a budget in place for 2014/15 and 2015/16. However, this risk
has been replaced by a new risk (number 18) as outlined below.

•

Risk number 18 (Funding of Cannock Chase Council as a result of public
expenditure reductions) is a new risk and replaces risk number 17 above.

ITEM NO. 4.3
The current risk profile is summarised in the table at 3.1. Full details, including
the direction of travel for the period 1 January 2014 to 31 March 2014, can also
be found attached at Appendix 1.
5.3

Actions have been identified to contain or reduce the risk for the High and
Medium categories. However, it is accepted that by their very nature some risks
will always be present and it may not be possible to reduce them. They will
however continue to be monitored for any changes in the risk score.

5.4

A progress update for those actions due up to March 2014 is included in the full
strategic risk register attached at Appendix 2. Those actions that have been
completed are shaded grey and will be removed when the risk register is next
reported to the Audit & Governance Committee.

5.5

The Strategic Risk Register (Appendix 2) also includes an ‘Overall Progress
Summary’ for each risk, with the exception of those added to the risk register in
the current period: this is accompanied by a symbol to indicate whether progress
is on target or otherwise. The following table outlines the overall progress made
in reducing the current risks:
Progress Indicator
No progress made in reducing the risk

0 Risks

Some progress made is managing the
risk

2 Risks

Risk on target to be reduced

2 Risk

6

Implications

6.1

Financial
None

6.2

Legal
None

6.3

Human Resources
None

6.4

Section 17 (Crime Prevention)
None

6.5

Human Rights Act
None

Current position

ITEM NO. 4.4
6.6

Data Protection
None

6.7

Risk Management
The Risk Management implications are included within the body of the report

6.8

Equality & Diversity
None

6.9

Best Value
None

7

Appendices to the Report
Appendix 1 – Summary of Strategic Risks 2013-14
Appendix 2 – Strategic Risk Register – Detailed

Previous Consideration
None

Background Papers
File of papers kept in the Risk & Resilience Manager’s office.

ITEM NO. 4.5
Appendix 1
SUMMARY OF STRATEGIC RISKS FOR 2013-14
Potential Risks

Risk
No

Risk Owner

Date Added Score at Score at Direction
to Risk
31 Dec 31 Mar of Travel
Register
2013
2014

RED/HIGH RISKS
18

Viability/Funding of Cannock
Chase Council as a result of Head of Finance
public expenditure reductions.

April 2014

n/a

16

New Risk

Jun-11

9

12

↑

Head of Finance &
Head of Housing & April 2013
Waste Management

12

9

Jun-11

8

8

AMBER/MEDIUM RISK
11

Lack of suitable land to create
Head of
additional burial space within
Commissioning
the district

16

Impact of Benefit Reform

3

District's needs not recognised
Chief Executive
by external stakeholders

↓
↔

GREEN/LOW RISKS
None

RISKS REMOVED - Mar 2014
4

Commissioning and
management of services

Corporate Director

Jun-11

12

0

15

Failure to achieve an
adopted Local Plan for the
District

Head of Planning
& Regeneration

Jun-11

12

0

17

Viability/Funding of Cannock
Chase Council arising from
the 2013 Spending Review

Head of Finance

April 2013

16

0

Key to Direction of Travel

↓

Risk has decreased

↔

Risk level unchanged

↑

Risk has increased

↓
↓
↓

ITEM NO. 4.6
Appendix 2
STRATEGIC RISK REGISTER
Ref No: 3

Risk: Districts needs not recognised by external stakeholders locally and
nationally

Score: 2

x4=8

Consequences Of Risk:
• Lack of access to external resources both locally and nationally
• Reduced potential to address County need
• Reduced potential to narrow disadvantage and inequality within the District and also between District and County regions
Risk Owner: Chief Executive
Portfolio: Economic Development & Planning
Links To Priority Delivery Plan for Prosperity:
• Facilitate economic growth through job creation
Controls in Place
• Participation and network within District and County Local Strategic Partnerships (LSP)
• Membership and involvement of regional bodies i.e. Birmingham & Staffordshire Local Enterprise Partnership (LEP), HCA,
Regional DCN.
• Membership of National and Regional District Chief Executives Network and West Midlands Councils
• Maximising opportunities presented by memberships and involvement in District Council’s Network (i.e. collective consultation
responses nationally) and the LGA.
• Maximising opportunities presented by involvement in Staffordshire’s Chief Executive and Leaders network.
• Delivery strategies for desired outcomes are based on extensive research and information gathering across partner
organisation
• Periodic meetings with the local MP

ITEM NO. 4.7
Actions Planned

Timescale/Person
Responsible

Progress/Comments

Identify strategic gaps in funding opportunities
externally

On-going
Head of Planning &
Regeneration

The Council was successful in securing Growing
Places Funds and will benefit from European funding
transition status.

The Chief Executive is working on a concordat for
joint working with the County Council, Police and
Clinical Commissioning Group to ensure that there
is better collective understanding of the needs of
the District and better joint commissioning of
services to achieve the required outputs.

On-going
Chief Executive

The Concordat has not yet been finalised. However
work is underway to develop a district commissioning
model for health with the County Council and the
CCG.

To continue to work with the Greater Birmingham &
Solihull LEP Leaders to make the case for a greater
percentage of business rate pooling to be returned
to growth areas including Cannock Chase.

On-going
Chief Executive

Whilst agreement was reached for 2013-14, work will
continue on reaching an agreement for future years.

Overall Progress Summary: Progress continues to be made. The Council is represented on 2 LEPs and works
closely with local partners via the LSP. The Chief Executive regularly attends a number of high profile networks and
partnerships that are vital if issues facing Cannock Chase are to be flagged up at a national level.

GREEN

ITEM NO. 4.8
Ref No: 11

Risk: Lack of suitable land to create additional burial space within the district

Consequences Of Risk:
• Negative Public Relations
• Criticism
Risk Owner: Head of Commissioning

Score: 3 x 4 = 12

Portfolio: Culture & Sport

Links To Priority Delivery Plan for People:
• Review burial space within the District
Controls in Place
• Identified 1 suitable site within district (subject to test holes)
• Members have given approval to look for alternative sites outside of the district
• Approval and planning application completed for the extension of Stile Cop Cemetery
Actions Planned

Timescale/Person
Responsible

Progress/Comments

Investigation into a potential site on the south side
of the district.

Ongoing
Parks & Open Spaces
Manager

Following testing of the site over 2012/13 consultants
have been appointed. They have investigated the site
in terms of drainage and burial layout, consulted with
the Environment Agency and have reported back with
suitable drainage systems. These have been discussed
with the Environment Agency and in addition several
new test holes have been requested in order to monitor
the suitability and feasibility of this site before further
investigations proceed.

Discuss with Members commencing search for
alternative sites outside of the district

Parks & Open Spaces
Manager

This will commence only if selected site is found to be
unsuitable.

ITEM NO. 4.9
Actions Planned
Extension of Stile Cop Cemetery

Timescale/Person
Responsible
QTR 4
Parks & Open Spaces
Manager

Progress/Comments
The extension was approved by Cabinet in July.
The planning application was submitted and approved
in December 2013.
The extension is currently being designed and detailed
for specification/ bills of quantity in readiness for
tendering.

Overall Progress Summary: Progress on the potential site was hampered by the extremely wet weather conditions
experienced throughout the summer and autumn of 2012 which necessitated monitoring of the selected site being
extended well into 2013. A consultant has been appointed and has produced a Tier 2 Survey which has been
submitted to the EA who are happy in principal with the site being utilised. Until the suitability of the preferred site
has been fully determined and given the lack of burial space within the district the risk score has been increased.
However; the extension at Stile Cop Cemetery will create an additional 1000 plots which at current burial rates is
sufficient for 7-10 years.

AMBER

ITEM NO. 4.10
Ref No: 16

Risk: Impact of Benefit Reform (e.g. Introduction of Universal Credit)

Score: MEDIUM 3 X 3 = 9

Consequences Of Risk:
• Increased demand for services (additional workload, pressure on service delivery, additional resourcing etc.)
• Increase in arrears on Council Tax
• Impact on Rent Arrears
Risk Owner: Head of Finance and Head of Housing & Waste
Portfolio: Corporate Improvement, Health & Wellbeing and
Management
Housing.
Links to Priority Delivery Plans for Place and Transformation:
• Manage the Council’s Housing Stock
• Provide an infrastructure of financial accountability, advice and support to enable Members and frontline services to fulfil the
Council’s priorities, policies, key aims and objectives.
Controls in Place
• Monitoring impact of localisation of Council Tax Support
• Monitoring of arrears for localisation of Council Tax Support

Actions Planned
Monitor impact of Benefit Reform to identify areas
of concern
Develop Action Plan to mitigate detrimental
impacts where possible
Identifying number of households falling into
arrears with Council Tax payments

Timescale/Person
Responsible
On-going
QTR 4

On-going

Progress/Comments
An on-going monitoring routine is in place.
A report went to Cabinet on 19th September outlining the
Social Sector Size Criteria. Recommendations were
agreed and are being implemented.
Quarterly reports have been developed.

Overall Progress Summary: It is considered that some of the adverse impacts will be mitigated by the actions
outlined and agreed in the September 13 report to Cabinet. These will be reviewed in July 2014.

GREEN

ITEM NO. 4.11
Ref No: 18

Risk: Viability / Funding of Cannock Chase Council as a result of public
expenditure reductions

Score: RED 4x4=16

Consequences Of Risk:
• Council size becomes too small to sustain a viable organisation
• The Council is unable to deliver services to the needs of its population
• Low staff morale
Risk Owners:
Head of Finance
Portfolio: This risk cuts across all Portfolio’s
Links To Priority Delivery Plan for Transformation:
• Provide an infrastructure of financial accountability, advice and support to enable Members and frontline services to fulfil the
Council’s priorities, policies, key aims and objectives.
Controls in Place:
• Annual Financial Plan and Medium Term Financial Strategy to 2016/17 in place
• The 2015/16 Revenue Budget is balanced but requires support from balances
• Comprehensive Service Review being undertaken on an annual basis
• Corporate Budget Monitoring
• Arrangements for adequate planning control and monitoring of business rates in place
Actions Planned

Timescale

Progress/Comments

Continue review of base budget to meet the anticipated
funding deficit

On-going

In Progress

Review of all sources of finance for the Council

On-going

In Progress

Looking at different options for Service Delivery

On-going

In Progress

Continue Lobbying for additional support for rural areas

On-going

Regular briefing notes to MP’s.
The Council is also a member of
the Sparsity Partnership for
Authorities Delivering Rural
Services (SPARSE)

ITEM NO. 4.12
Actions Planned
Delivering Change process to be refreshed for 15/16 &
16/17 budgets
Monitor Impact of Welfare Reform Act
Optimising savings from Procurement – contracts
register to be updated and maintained and spend
analysis exercise to be completed to identify areas for
potential savings

Overall Progress Summary:
New – no progress to report yet

As at 31st March 2014.

Timescale

Progress/Comments

On-going

In Progress

On-going

In Progress

On-going

A collaborative arrangement has
been entered into with
Staffordshire County Council’s
Procurement Team to provide
support. However, at present
efforts are being focussed on
supporting tendering exercises; this
includes an element of delivering
savings. It is planned that work on
a more targeted programme of
savings from procurement will
commence in 2014-15.

AMBER

ITEM NO. 5.1
Report of:
Contact Officer:
Telephone No:
Portfolio Leader:
Key Decision:
Report Track:

Head of
Governance
Stephen Baddeley
4411
No
Audit &
Governance only

Audit & Governance Committee
24th June 2014
Review of the Effectiveness of Internal Audit

1

Purpose of Report

1.1

For members of the Audit & Governance Committee to consider the findings of
the annual review of the effectiveness of internal audit.

2

Recommendations

2.1

That Members
(i)

note the findings of the annual review of the effectiveness of internal audit
for 2013-14;

(ii)

note that Internal Audit is operating effectively and can be relied upon
when considering the Annual Governance Statement for 2013-14.

3

Key Issues and Reasons for Recommendation

3.1

Under the Accounts and Audit Regulations 2011 the Council is required to
undertake an annual review of the effectiveness of its internal audit.

3.2

The review has comprised:
(i)

a self-assessment review undertaken by the Chief Internal Auditor of the
section’s work against the Public Sector Internal Audit Standards and the
Local Government Application Note;

(ii)

a self assessment review undertaken by the Chief Internal Auditor of
compliance with Cipfa’s Role of the Head of Internal Audit in Public
Service Organisations; and

(iii)

an independent review by the Head of Governance.

ITEM NO. 5.2

3.3

In addition to the formal review the Section has carried out an exercise to review
internal working practices within the team with the support of an experienced
Internal Audit Practitioner. The outcome of the review is in the table below.
Review Area

Opinion

Narrative

RESOURCES

Established

The resources of the team are appropriate
and deployed effectively to deliver the
service.

Established

The team has appropriate skills and
experience in line with PSIAS and internal
procedures are effective.

Developing

The team delivers an adequate service,
however it was identified that the work of
the team was not sufficiently focused on
key risk areas for the Council when
carrying out each assignment and in the
classification of recommendations.

COMPETENCY

DELIVERY

3.4

The annual review of effectiveness has shown that overall Internal Audit is
operating effectively and can be relied upon when considering the Annual
Governance Statement for 2013-14.

4

Relationship to Corporate Priorities

4.1

This report supports the Council’s Corporate Priorities as follows:
(i)

The system of internal control is a key element of the Council’s corporate
governance arrangements which cut across all corporate priorities.

5

Report Detail

5.1

This is the first review following the introduction of the Public Sector Internal
Audit Standards and Local Government Application Note. The Chief Internal
Auditor has prepared a self-assessment against conformance with these
requirements as well as updating the self-assessment against the Role of the
Head of Internal Audit document.

5.2

The review by the Head of Governance, which included a review of both of the
self-assessments, concluded that there were no areas of significant nonconformance with the PSIAS/LGAN or the paper on the Role of the Head of
Internal Audit. For the areas of partial conformance the effectiveness of the
section was not considered to be seriously affected; a small number of the areas
partial compliance with PSIAS/LGAN is considered to be acceptable due to local
circumstances.

ITEM NO. 5.3
5.3

One area of significant non-conformance with the standards was identified and
this relates to PSIAS 1110 Organisational Independence. The standards require
the “Chief Audit Executive” report functionally to the Board and indicate that this
includes the Audit Committee Chair and Chief Executive commenting on the
PDR and the Audit Committee setting remuneration for the “Chief Audit
Executive”.
This is not a common practice in Local Government where Members do not
routinely get involved in detailed employment matters. It is also felt that sufficient
other safeguards to the independence of Internal Audit are currently in place
within the Council such as allowing the Chief Internal Auditor the unfettered right
of access to the Audit Committee Chair and Chief Executive to raise any
concerns. It is therefore felt that this area of non-conformance does not
compromise the effectiveness of Internal Audit although PSIAS/LGAN require it
to be disclosed in the Annual Audit Report.

5.4

Summaries of the reviews of compliance are attached as follows:
(i)
(ii)

5.5

the Public Sector Internal Audit Standards and the Local Government
Application Note - attached at Appendix 1; and
the Cipfa paper on the Role of the Head of Internal Audit in Public Service
Organisations - attached at Appendix 2.

In addition to the compliance with professional standards the section has also
reviewed:
(i)
(ii)

the performance of the service ie the delivery of the audit plan; and
the quality of the service – this has included satisfaction with the service,
the number of recommendations made and the implementation of
recommendations.

As shown in the Annual Audit Report for 2013-14, the Internal Audit Service has
met its key performance targets. The section has
(i)
(ii)

delivered 94% of the planned audit work in the year; and
has received a 98% satisfaction score on the post audit questionnaires.

5.6

The review of the self-assessments by the Head of Governance was in
agreement with the views of the Chief Internal Auditor.

5.7

The External Auditors have concluded that the internal audit service continues to
provide an independent and satisfactory service to the Council and that internal
audit work contributes to an effective internal control environment at the Council.

5.8

In addition to the formal review the Section has carried out an exercise to review
internal working practices within the team with the support of an external
experienced Internal Audit Practitioner. This review provided an overview
assessment of 3 key areas and provided a view for each along with an action
plan for improvement. It is proposed to provide focused workshop training with
the team to address the points raised in the action plan. The opinion relating to
each review area is as follows:

ITEM NO. 5.4
Review Area

Opinion

Narrative

RESOURCES

Established

The resources of the team are
appropriate and deployed effectively
to deliver the service.

Established

The team has appropriate skills and
experience in line with PSIAS and
internal procedures are effective.

Developing

The team delivers an adequate
service, however it was identified
that the work of the team was not
sufficiently focused on key risk areas
for the Council when carrying out
each assignment and in the
classification of recommendations.

COMPETENCY

DELIVERY

5.9

As part of the PSIAS, Internal Audit are required to produce a Quality Assurance
and Improvement Programme (QAIP) this has not yet been formally produced as
a stand alone document, although most of its elements already exist including –
• Documented Working Practices;
• File Review Process;
• Performance Monitoring;
• Annual Review of Effectiveness of Internal Audit; and
• Action Plan for Improvement of the Service.

5.10

As part of the development of the QAIP document the future options for the
delivery of the review of the effectiveness of Internal Audit will be considered.
This will include a summary of the options for undertaking the mandatory
external review. The QAIP will be presented to the Audit & Accounts Committee
for approval in due course.

5.11

From the review a small number of areas for improvement have been identified
and these are contained in an Improvement Plan which is attached as Appendix
3.

5.12

Overall, the review has shown that the internal audit is operating effectively and
can be relied upon when considering the Annual Governance Statement 201314.

6

Implications

6.1

Financial
None.

ITEM NO. 5.5
6.2

Legal
None.

6.3

Human Resources
None.

6.4

Section 17 (Crime Prevention)
None.

6.5

Human Rights Act
None.

6.6

Data Protection
None.

6.7

Risk Management
None.

6.8

Equality & Diversity
None.

6.9

Best Value
None.
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Appendices to the Report

Appendix 1 - Summary of Compliance with the the Public Sector Internal Audit
Standards and the Local Government Application Note
Appendix 2 – Summary of Compliance with Cipfa’s paper on the Role of the Head of
Internal Audit.
Appendix 3 – Improvement Plan
Previous Consideration
None

Background Papers
Files available from the Chief Internal Auditor

ITEM NO. 5.6
APPENDIX 1
SUMMARY OF CONFORMANCE WITH THE PUBLIC SECTOR INTERNAL AUDIT STANDARDS AND LOCAL GOVERNMENT
APPLICATION NOTE – 2013-14
Conformance with the Standard

Y P N Comments

Definition of Internal Auditing
The PSIAS defines Internal Audit as - “Internal auditing is 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.”
Code of Ethics
The Code of Ethics contained in PSIAS applies to all Internal Auditors working in the Public Sector in addition
to any requirements placed on them by other professional bodies. It is aimed at promoting an ethical culture
across the profession of Internal Audit and is seen as essential in ensuring the trust placed in Internal 
Auditors to provide objective assurance about the organisation’s risk management, control and governance
arrangements.
The Code of Ethics covers the following areas:
• Integrity
• Objectivity
• Confidentiality
• Competency





Public Sector Internal Auditors are also required by PSIAS to have regard to the “Seven Principles of Public

Life” as defined by the Committee on Standards in Public Life which cover:
• Selflessness
• Integrity
• Objectivity
• Accountability
• Openness
• Honesty
• Leadership

Internal Audit has adopted the PSIAS
definition and this is included in the Audit
Charter

Internal Audit complies with the Code of
Ethics and a copy of this has been
issued to all members of the team..



A draft competency framework is being
produced which will help evidence
compliance with this.

ITEM NO. 5.7
Conformance with the Standard

Y P N Comments

Attribute Standards
1000 – Purpose, Authority and Responsibility
The purpose, authority and responsibility of the internal audit activity must be formally defined in an audit
charter. The internal audit charter is a formal document setting out:
• internal audit’s position within the organisation;
• its reporting lines;
• access to personnel, information and records;

• the scope of internal audit activities
• define what the term “board” means (It is anticipated that the Audit Committee will generally fulfil the
duties assigned to the board for the Council.)
The charter must be periodically reviewed and presented to senior management and the board.

The Charter was approved by the Audit
Committee in august 2013

ITEM NO. 5.8
Conformance with the Standard

Y P N Comments

1100 – Independence & Objectivity
Internal Audit activity must be independent and internal auditors must be objective in performing their work.
This comes from the position of Internal Audit in the organisation and ensuring that Internal Audit
management has unrestricted access to the Audit Committee and Senior Managers should this be necessary.
Internal Auditors should also not be compromised in their work by personal views or having operational
responsibility for other areas. Any impairments or potential to independence or objectivity must be reported to
appropriate parties.
Organisational independence is effectively achieved when the chief audit executive reports functionally to the
board. Examples of functional reporting to the board involve the board: approving the internal audit charter;
• approving the risk based internal audit plan;
• approving the internal audit budget and resource plan;
• receiving communications from the chief audit executive on the internal audit activity’s performance
relative to its plan and other matters;
• approving decisions regarding the appointment and removal of the chief audit executive;
• approving the remuneration of the chief audit executive; and
• making appropriate enquiries of management and the chief audit executive to determine whether
there are inappropriate scope or resource limitations.
Governance requirements in the UK public sector would not generally involve the board approving the CAE’s
remuneration specifically. The underlying principle is that the independence of the CAE is safeguarded by
ensuring that his or her remuneration or performance assessment is not inappropriately influenced by those
subject to audit. In the UK public sector this can be achieved by ensuring that the chief executive (or
equivalent) undertakes, countersigns, contributes feedback to or reviews the performance appraisal of the
CAE and that feedback is also sought from the chair of the audit committee.



The Terms of Reference for the Audit
Committee need updating to reflect their
role in approving the Audit Charter
.
The Chair of the Audit Committee does
not have a role in the appointment of the
“Chief Audit Executive” or contribute
feedback to the PDR. This is outside the
scope of normal Council operations and
is the only major area of nonconformance with PSIAS. However the
Head of Governance who manages the
Chief Internal Auditor is directly managed
by the Chief Executive and any concerns
from the Chief Executive relating to
Internal would be highlighted in her PDR.

ITEM NO. 5.9
Conformance with the Standard

Y P N Comments

1200 – Proficiency & Due Professional Care
The Internal Audit Team should have the correct knowledge, skills and competencies for the work that it
carries out and to ensure they enhance knowledge and skills through Continuing Professional Development.
The PSIAS specifically requires the “Chief Audit Executive” to hold a relevant professional qualification. Due
professional care must be taken to ensure appropriate work is undertaken to identify risks, support findings
and meet the objectives of all work undertaken.



The Chief Internal Auditor and one of the
Senior Auditors are Cipfa Qualified and
we have 1 ACCA, 1 IIA and 1 AAT
qualified members in the team. The
annual PDR process ensures members
of the team follow CPD requirements.
Working practices are defined. However,
the external review of working practices
has identified a need for greater focus on
the identification of risks in audit work.

1300 – Quality Assurance and Improvement Programme
A quality assurance and improvement programme is designed to:
• allow an assessment of Internal Audit’s activity against the PSIAS requirements;
• to assess the efficiency and effectiveness of Internal Audit’s activity;
• identify opportunities for improvement.

This requires both internal and external assessments to be performed. The PSIAS requires an independent
external assessment to be carried our at least once every five years. Both internal and external assessments
have to be carried out by individuals or organisations who have sufficient knowledge of Internal Audit
standards and operation.
The outcome of the review must be reported to the Board and Senior Management as part of the Internal 
Audit Annual Report which must disclose any areas of non-conformance with PSIAS. Where these are
significant they should be considered for inclusion in the Annual Governance Statement.





The section has most elements of the
QAIP in place but has not yet drafted a
formal document consolidating these.
Also work needs to be done to review the
performance indicators for the team and
formalise their collection and reporting.
The Section has not yet had an
independent review but is aiming to
complete this within the 5 year timescale.
A partial external independent review
has been carried out to improve working
practices of the team.

ITEM NO. 5.10
Conformance with the Standard

Y P N Comments

Performance Standards
2000 – Managing the Internal Audit Activity
The Chief Audit Executive must effectively manage the internal audit activity to ensure it adds value to the
organisation.

The team follow a risk based plan which
is approved by Leadership Team and the
Audit Committee

This includes the development of a risk based audit plan to inform the Annual Audit Opinion. The Plan should
be presented to Senior Management and the Board for approval. The Chief Audit Executive should ensure
the resources available to the team are sufficient, appropriate and effective to deliver the audit plan and that 
any limitations which may impact on the plan or the annual audit opinion are reported to the Board.
Where possible the work of Internal Audit should be coordinated with other providers of assurance to ensure
appropriate coverage and minimise duplication.



An Assurance Map is under development
to identify other sources of assurance for
key risk areas so that these can be taken
into account when planning Internal
Audit’s work.

Internal Audit’s activity must be reported to Senior Management and the Board. This should include 
performance in delivering the audit plan, significant risks or control issues identified and any other relevant
matters.
2100 – Nature of Work

Performance is reported quarterly to the
Head of Governance and the Audit
Committee

Internal Audit’s activity must evaluate and contribute to the improvement of governance, risk management
and control processes using a systematic and disciplined approach.

The Internal Audit team provide
recommendations as part of their work
which will improve the Council’s
governance framework. In addition ad
hoc advice and consultancy is provided
in relation to changes in systems.
More work is needed by Internal Audit to
evaluate the Council’s ethics related
objectives, programmes and activities.



ITEM NO. 5.11
Conformance with the Standard

Y P N Comments

2200 – Engagement Planning
A plan/brief should be prepared for each piece of audit work carried out to include the scope, objectives,
timing and resource allocation. The scope should be sufficient to contribute to the annual audit opinion.
Sufficient and appropriate resources should be identified for each review to achieve the intended objectives of
the review.



Internal Audit have defined procedures
which include producing and agreeing a
brief for each assignment. The annual
audit plan is produced to provide
adequate coverage to inform the annual
audit opinion
The review of working practices has
identified a need to shift the focus of
audit work to further improve testing of
key risks for areas under review.

2300 – Performing the Engagement
Internal Auditors should identify sufficient, reliable, relevant and useful information to achieve the objectives of
the review. Conclusions should be based on the results of appropriate analysis and evaluation of the
evidence and sufficient information documented to allow the testing to be repeated.

All assignments are completed in line
with agreed working practices and are
subjected to a file review process to
verify that the conclusions and
recommendations made are supported
by sufficient evidence derived from
appropriate audit testing.



2400 – Communicating Results
Results of audit work should be reported and where the section issues an opinion or conclusion it must be
supported by sufficient relevant information. Communications must be accurate, clear, concise and timely and
issued to appropriate parties. In the Public Sector an annual audit report containing an audit opinion must be
issued so that it can be used by the organisation to inform its Annual Governance Statement.



The review of working practices has
identified a need for greater linkages to
the
Council’s risk
management
framework when providing opinions and
classifying recommendations. However
further work is needed on the Risk
Management Strategy & Methodology to
enable Internal Audit to do this.

ITEM NO. 5.12
Conformance with the Standard

Y P N Comments

2500 – Monitoring Progress
The results of audit work should be monitored to identify that management actions are being effectively

implemented or that management accepts the risks of not taking action.

All action plans are agreed by
management or acceptance of risks
relating to non-implementation is
obtained. Internal Audit follow-up areas
which are not deemed to be effective to
monitor the progress made in
implementing
the
agreed
recommendations.

2600 – Communicating the Acceptance of Risks
When the Chief Audit Executive concludes that management has accepted a level of risk that may be
unacceptable to the organisation, the Chief Audit Executive must discuss the matter with senior management. 
If the Chief Audit Executive determines the matter has not been satisfactorily resolved they should
communicate the information to the board.

A process is in place where such matters
would be discussed initially with the
relevant member of Leadership Team.
Areas where management are accepting
a significant risk without some action are
reported to the Audit Committee for
consideration.

ITEM NO. 5.13

APPENDIX 2
SUMMARY OF COMPLIANCE WITH THE CIPFA PAPER ON THE ROLE OF HEAD OF INTERNAL AUDIT – 2013-14
Adherence to the Standard

Yes

Partial

1. The HIA in a Local Authority plays a critical role in delivering the organisation’s strategic objectives by championing best practice in governance,
objectively assessing the adequacy of governance and management of existing risks, commenting on responses to emerging risks and proposed
developments.
CIA’s role in governance and how it fits with other key officers (s151, Head of Paid Service & Monitoring Officer) is defined in the Job Description



Managers do not always adequately consult with Internal Audit on changes to systems or new projects/initiatives to ensure adequate governance arrangements are in
place. However most major changes in processes are consulted on.



The Council have a number of policies in place relating to conduct of employees and governance arrangements. However a number of these are in need of updating
and more work needs to be done to promote compliance with the policies across the Council.



HIA does promote good governance, behaviour and high standards across the authority.



There is a corporate requirement to report suspected or confirmed frauds to Internal Audit



2. The HIA in a Local Authority plays a critical role in delivering the organisation’s strategic objectives by giving an objective and evidence based opinion
on all aspects of governance, risk management and internal control.
Internal Audit is separate to External Audit and the HIA does not manage other operational services. IA has defined terms of reference which cover key relationships
as well as reporting arrangements. The HIA has arrangements for providing an opinion on the governance arrangements which feeds into the Annual Governance
Statement but the HIA is not responsible for writing the AGS.



The Council does not have a clear system to prompt reviews of key policies on a periodic basis. This means that policies which ensure and promote good governance
are not always regularly reviewed and updated.



HIA has responsibility and the remit to review the Council’s control environment and governance arrangements including risk management and significant partnerships,
the result of audit work is reported and an annual opinion provided. The HIA liaises with External Audit to share knowledge and maximise the use of resources but EA
do not direct the work of IA.



The HIA is able to report in their own name without fear or favour. The HIA works well with other key officers to bring key issues to the attention of the Leadership
Team & Audit Committee to ensure significant recommendations are implemented.



No

ITEM NO. 5.14
Adherence to the Standard

Yes

3. The HIA in a Local Authority must be a senior manager with regular and open engagement across the organisation, particularly with the Leadership
Team and with the Audit Committee.
HIA functions are generally carried out by the Chief Internal Auditor although some aspects are with the Head of Governance. Both these officers are sufficiently senior
and independent within the Council’s structure to allow the HIA role to be carried out effectively. Internal Audit have unfettered right to documents and to seek
explanations.



The Chief Internal Auditor is managed by the Head of Governance who is part of the Leadership Team. Both officers work to raise the profile of Internal Audit.



The Council has an audit committee which operates in line with best practice. The committee has carried out a self-review exercise relating 2013-14. The terms of
reference for the Committee and IA set out the relationships of the HIA to the committee.



The Audit Strategy and Audit plan are discussed with the Leadership Team and the Audit Committee prior to being finalised.



4. The HIA in a Local Authority must lead and direct an internal audit service that is resourced and fit for purpose.
Internal Audit aims to meet the needs of the council and external stakeholders. IA has established an appropriate quality assurance framework and the team are
always looking for ways to develop the effectiveness of the service. The IA team aim to lead by example with high standards including integrity, objectivity, openness,
competence and confidentiality.



Where resources/skills are lacking in-house (eg IT Audit) the section looks to bring in outside expertise. During the Audit Plan process the CIA assesses resources
against the need to carry out a satisfactory level of audit work to inform the annual opinion. Adequate recruitment procedures exist to select appropriate
employees/suppliers to deliver internal audit work. The skills and needs of the team are assessed and training is sought to maintain/develop appropriate skills.



5. The HIA in a Local Authority must be professionally qualified and suitably experienced.
The HIA is CCAB qualified and suitably experienced Internal Auditor to effectively perform the role. The HIA adheres to professional and Internal Audit standards.



The HIA has sufficient knowledge of the Internal Audit and regulatory environment as well as an awareness of the full range of the Council’s activities and processes.



Partial

No

ITEM NO. 5.15
APPENDIX 3
IMPROVEMENT PLAN FOR INTERNAL AUDIT – 2013-14
Source

Actions

Person Responsible for
Implementation

Timescale

PSIAS

Finalise and implement the Competency Framework for the Internal Audit Team as part of the PDR process.

Chief Internal Auditor

December 2014

PSIAS

Produce a formal Quality Assurance & Improvement Programme for Internal Audit consolidating the existing
arrangements into one document which contains the options for carrying out the mandatory independent
external review in line with PSIAS/LGAN requirements. The QAIP will be approved by the Audit Committee
The Terms of Reference for the Audit Committees to be updated to reflect the changes required by
PSIAS/LGAN

Chief Internal Auditor

September 2014

Head of Governance/
Head of Law &
Administration

March 2015

PSIAS

External
Review/
PSIAS

A workshop is being arranged to revise working processes to focus more on risk when carrying out audit work
and to enable assurances and classification or recommendations to be based on the definitions contained in the
Risk Management Framework.

Chief Internal Auditor

June 2015

External
Review/
PSIAS

Work with Risk Management function to develop and champion risk management within the Council

Head of Governance/
Chief Internal Auditor/
Risk & Resilience
Manager

March 2015

PSIAS

A review of performance indicators for the Internal Audit function is to be carried out to ensure an appropriate
performance management framework is in place.

Chief Internal Auditor

September 2014

PSIAS

An Assurance Map for the Council is to be developed to inform the Audit Planning process this will enable
greater integration with other assurance providers.

Chief Internal Auditor

September 2014

PSIAS/
Role of
HIA

The role of Internal Audit in promoting and ensuring compliance with the Council’s ethical framework and values
will be documented.

Head of Governance/
Chief Internal Auditor

March 2015
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Internal Audit Annual Audit Report 2013-14

1

Purpose of Report

1.1

To present the Internal Audit Annual Report for 2013-14

2

Recommendations

1.2

That the Committee note the Internal Audit Annual Report for 2013-14.

3

Key Issues and Reasons for Recommendation

3.1

Based on the work undertaken during the year and the implementation by
management of the audit recommendations, Internal Audit can provide
reasonable assurance that the Council’s governance arrangements including
systems of internal control were operating adequately.

4

Relationship to Corporate Priorities

4.1

The system of internal control is a key element of the Council’s corporate
governance arrangements which cuts across all corporate priorities.

5

Report Detail

5.1

Management are responsible for the control environment and should set in place
policies and procedures to help ensure that the system is functioning correctly.
Internal Audit review, appraise and report on the effectiveness of the system of
internal control.

ITEM NO. 6.2
5.2

The Internal Audit Annual Report (attached as Annex 1) is the culmination of the
work of the Section during the course of the year and seeks to:•
•
•

provide an opinion on the adequacy of the control environment;
comment on the nature and extent of significant risks; and
report the incidence of significant control failings or weaknesses.

5.3

The report is a snapshot view of the areas at the time that they were reviewed
and does not necessarily reflect the actions that have been or are being taken
by managers to address the weaknesses identified. The inclusion or comment
on any area or function in this report does not indicate that the matters are being
escalated to Members for further action. Internal Audit routinely follow-up the
recommendations that have been made and will bring to the attention of the
committee any relevant areas where significant weaknesses have not been
addressed by managers.

5.4

The Internal Audit Annual Report is one of the sources of assurance that is used
to support the Council’s Annual Governance Statement

6

Implications

6.1

Financial
None.

6.2

Legal
None.

6.3

Human Resources
None.

6.4

Section 17 (Crime Prevention)
None.

6.5

Human Rights Act
None.

6.6

Data Protection
None.

6.7

Risk Management
None.

6.8

Equality & Diversity
None.

ITEM NO. 6.3
6.9

Best Value
None.

7

Appendices to the Report

Appendix 1 - Internal Audit Annual Audit Report 2013-14

Previous Consideration

Background Papers
Files held by the Chief Internal Auditor
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INTERNAL AUDIT – ANNUAL REPORT 2013-14
1.

INTRODUCTION

1.1

The Internal Audit Service is a shared service with Stafford Borough Council led
by Cannock Chase District Council. This report highlights the work carried out by
Internal Audit to deliver the Annual Audit Opinion for Cannock Chase District
Council.
The Annual Reporting Process

1.2

Internal Audit is an assurance function that primarily provides an independent
and objective opinion to the Council on its governance arrangements comprising
of risk management and internal control. Internal Audit objectively examines,
evaluates and reports on the adequacy of the Council’s governance
arrangements as a contribution to the proper, economic, efficient and effective
use of resources. Responsibility for governance rests fully with Managers, who
should establish and maintain an adequate system of internal control to enable
them to discharge their responsibilities and to ensure that the Council’s resources
are properly applied in the manner and on the activities intended.

1.3

This report is the culmination of the work of the Internal Audit Section during the
course of the year and seeks to:
•
•
•

provide an opinion on the adequacy of the control environment;
comment on the nature and extent of significant risks; and
report the incidence of significant control failings or weaknesses.

1.4

This report is a summary of the work of the Section throughout 2013-14. As such
it presents a snapshot picture of the areas at the time that they were reviewed
and does not necessarily reflect the actions that have been or are being taken by
Managers to address the weaknesses identified. The inclusion or comment on
any area or function in this report does not indicate that the matters are being
escalated to Members for further action. Internal Audit routinely follow-up the
recommendations that have been made and will bring any relevant areas where
significant weaknesses have not been addressed by managers to the attention of
the Audit & Governance Committee if and when it is deemed appropriate.

1.5

This report follows an exception based reporting methodology, as such only
those areas where weaknesses have been identified are reported on.
Requirement for Internal Audit

1.6

The requirement for an Internal Audit function derives from local government
legislation, including section 151 of the Local Government Act 1972 which
requires authorities to “make arrangements for the proper administration of their
financial affairs”. Proper administration includes Internal Audit. More specific
requirements are detailed in the Accounts and Audit Regulations 2011, in that a
relevant body must “undertake an adequate and effective internal audit of its
accounting records and of its system of internal control in accordance with the
proper practices in relation to internal control”.
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2.

REVIEW OF CONTROL ENVIRONMENT

How the Control Environment is Reviewed
2.1

Internal Audit operates to a risk based audit plan. The audit plan is risk assessed
each year to ensure that suitable audit time and resources are devoted to
reviewing the more significant areas of risk.

2.2

This risk based approach to audit planning results in a comprehensive range of
audits that are undertaken during the course of the year to support the overall
opinion on the control environment. This is particularly important as there are a
number of fundamental financial systems audits which have to be reviewed each
year.
Internal Audit Opinion for 2013-14 and the Annual Governance Statement
(AGS)

2.3

Regulation 4 of the Accounts and Audit Regulations 2011 requires that:“The relevant body is responsible for ensuring that the financial
management of the body is adequate and effective and that the body
has a sound system of internal control which facilitates the effective
exercise of that body’s functions and which includes arrangements
for the management of risk.”
“The relevant body must conduct a review at least once in a year of
the effectiveness of its system of internal control … following the
review, the body must approve an annual governance statement,
prepared in accordance with proper practices in relation to internal
control.”

2.4

Internal Audit, along with other assurance processes of the Council, have a
responsibility to provide assurance from the work they undertake during the year
in respect of the control environment operating within the Council to feed into this
review.

2.5

Based on the work undertaken during the year and the implementation by
management of the audit recommendations, Internal Audit can provide
reasonable assurance that the Council’s governance arrangements including
risk management and systems of internal control were operating adequately
and there were no instances where any breakdown of control resulted in a
material discrepancy.
Whilst no material discrepancies have been identified, instances of control
weaknesses and gaps in management controls have been found. If these are
not addressed they could result in significant failings in the Council’s governance
arrangements. More details are given in 3.6 below.
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2.6

No system of control can provide absolute assurance against material
misstatement or loss, nor can Internal Audit give that assurance. This statement
is intended to provide reasonable assurance that there is an ongoing process for
identifying, evaluating and managing the key risks. These risks are reflected in
the audit plan and are the subject of separate reports during the course of the
year.

3.

SIGNIFICANT ISSUES ARISING 2013-14

3.1

Each system/area audited is given a level of assurance based on the presence
and effectiveness of the controls in place. Three levels of assurance are
currently used and the definitions for each are contained in appendices 1a to 1c.

3.2

A summary of the level of assurance given to each audit, by risk category, is
given in the table below.

Risk
High Risk Audits
Medium Risk Audits
Total
3.3

Effective
8
4
12

Assurance
Requiring Some Needs Fundamental
Improvement
Change
14
3
2
0
16
3

Three audits have been classified as Needs Fundamental Change two areas
classified relate to IT functions and the third is the Street Cleansing Function:
(i) The two IT areas classed as Needs Fundamental Change are indicators that
the Council’s IT Governance arrangements are starting to be an area of
concern. Due to the recent issue of new IT policies it is not felt that the
situation is significant enough to formally raise as an issue in the Council’s
Annual Governance Statement but Internal Audit will continue to monitor this
area.
(ii) The absence of an appropriate control framework for the Street Cleansing
function is of concern for that service area, although operational processes
are in place to deliver the service on the ground. As management have
developed an action plan to address the weaknesses it is not felt that this
needs to be considered for inclusion in the Annual Governance Statement in
its own right but is one example of the wider issue raised at 3.6 below.
Action plans have been agreed for all of these areas and more details can be
found in Appendix 1a.

3.4

16 areas have been classified as Requiring Some Improvement. Action is also
planned or in progress in relation to the areas which have been classified as
Requiring Some Improvement. More details on those audits can be found in
Appendix 1b.
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3.5

Reoccurring themes were identified across the year by Internal Audit the most
common of these related to minor compliance issues such as raising orders after
invoices have been received and in not following correctly the requirements to
obtain quotations for low value goods or not seeking appropriate authority to
waive these requirements.

3.6

Through Internal Audit’s planned and responsive work we have identified
instances in a number of areas of control weaknesses and lapses or gaps in
supervisory/management controls; examples are given throughout the reportThis
would seem to be as a consequence of an increase in managers’ workloads
through taking on additional responsibilities and having to increasingly prioritise
their tasks. If this trend continues to grow then it may become a significant
weakness in the governance framework and leave the Council open to significant
risks and threaten the delivery of its main objectives. In view of this, this matter
is being flagged as a significant governance issue. Internal Audit will work
closely with Leadership Team and managers during 2014-15 to review key
management controls, how effective they are and whether they are a priority.

3.7

In addition to the main audit work the section also follow-up the progress made in
relation to Audit Recommendations, this usually occurs around 6 months after the
report has been finalised. In 2013-14 155 recommendations were followed-up
from 14 audits of which 142 or 91.6% had been implemented. As the section is
only following up lower assurance areas the number of follow-ups is lower than in
previous yeas, however the percentage of recommendations implemented has
increased from 80% in 2012-13.
•
•
•

Ten areas improved from Requiring Some Improvement to Effective
One area improved from Needs Fundamental Change to Requiring Some
Improvement
Three Audits remained as Requiring Some Improvement at the time of the
follow-up due to insufficient progress;

More details can be found on the follow-ups in Appendix 2.
4.

AUDIT PERFORMANCE

4.1

The table below indicates the Section’s performance against the audit plan for
2012-13.
2013-14

Audit Plan

2012-13

2011-12

Planned

Actual

Actual
%

Target
%

Actual

Actual

33

31

94%

90%

100%

100%
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4.2

Thirty one audits were completed during 2013-14 out of 33 in the original Audit
Plan. Two audits originally planned for 2013-14 were not completed in the year;
these were Fleet Management and Capital Strategy & Capital Programme
Delivery which were deferred at the request of managers due to changes in the
service areas being delayed in the year.

4.3

The team had insufficient resources to complete the audits due to:
• a period of unplanned sickness within the team
• a number of audits took longer than anticipated to review

4.4

The Section uses a contractor to supplement the work of the in-house team for IT
Audit work. The Contractor provided 60 days work across Stafford and Cannock
as part of the 2013-14 plan covering specialist IT Audit. ICT is a Shared Service
led by Stafford BC.

4.5

In addition to the audit plan the Section has also carried out a number of other
pieces of ad hoc work and minor consultancy exercises.

5

FRAUD & IRREGULARITY WORK
Policies & Procedures

5.1

The Internal Audit section has taken a proactive approach to the prevention /
detection of fraud and corruption. During the year it has:•
•
•
•

Continued membership of the Midlands Fraud Sub Group;
The Anti Fraud and Corruption Strategy was updated and renamed the Antifraud & Bribery Framework to incorporate the Bribery Act;
The Confidential Reporting Framework was updated; and
A Money Laundering Framework was produced

National Fraud Initiative
5.2

The Council is a statutory participant in the Audit Commission’s National Fraud
Initiative (NFI) exercise which is carried out every 2 years. The 2012 Exercise is
coming to a conclusion and has resulted in the identification of £125,968.78 of
overpayments caused by fraud or error for the Council.

5.3

The bulk of the overpayments relate to Housing Benefit due to the identification
of undeclared changes of circumstances or income. A total of £122,278.87 of
overpayments is being recovered to date relating to 12 cases of fraud, 66 cases
of customer error and 4 due to official errors. To date 2 prosecutions and 2
official cautions have been issued as a result of the NFI exercise and 2 further
cases are pending a decision relating to sanctions.

5.4

In addition to the Housing Benefit cases one Right to Buy application was
identified as suspicious. When this was queried the application was withdrawn.
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Fraud/Irregularity Investigations
5.5

Two whistleblowing allegations were received and investigated by the Team in
the year. Both were found to be unsubstantiated at the end of the initial
investigation and resulted in no further action being taken.

5.6

A further investigation is currently in progress and any control failings arising from
this will be reported in due course.

6.

REVIEW OF THE EFFECTIVENESS OF INTERNAL AUDIT

6.1

A review of the effectiveness of the system of Internal Audit has been
undertaken. There were two key elements to the review:i. the Chief Internal Auditor has conducted a self-assessment of the section in
relation to compliance with the Public Sector Internal Audit Standards and the
Local Government Application Note; and
ii. an independent review of the self-assessment was conducted by the Head of
Governance.

6.2

The review concluded that Internal Audit is effective and sufficiently compliant
with the requirements of the PSIAS/LGAN to ensure that the opinion given in this
Annual Report can be relied upon for assurance purposes. The full results of the
review are given in a separate report to the Audit and Accounts Committee.

6.3

One area of significant non-conformance with the standards was identified and
this relates to PSIAS 1110 Organisational Independence. The standards require
the “Chief Audit Executive” to report functionally to the Board and indicate that
this includes the Audit Committee Chair and Chief Executive commenting on the
PDR and the Audit Committee setting remuneration for the “Chief Audit
Executive”. This is not a common practice in Local Government where Members
do not routinely get involved in detailed employment matters. It is also felt that
sufficient other safeguards to the independence of Internal Audit are currently in
place within the Council such as allowing the Chief Internal Auditor the unfettered
right of access to the Audit Committee Chair and Chief Executive to raise any
concerns. It is therefore felt that this area of non-conformance does not
compromise the effectiveness of Internal Audit although PSIAS/LGAN require it
to be disclosed in the Annual Audit Report.

6.4

In addition to the formal review the Section has carried out an exercise to review
internal working practices within the team with the support of an experienced
Internal Audit Practitioner. This review provided an overview assessment of 3 key
areas and provided a view on the team for each along with an action plan for
improvement – it is proposed to provide focused workshop training with the team
to address the points raised in the action plan. The opinion relating to each
review area is as follows:
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Review Area
RESOURCES

COMPETENCY

DELIVERY

Opinion

Narrative

Established

The resources of the team are
appropriate
and
deployed
effectively to deliver the service.

Established

The team has appropriate skills and
experience in line with PSIAS and
internal procedures are effective.

Developing

The team delivers an adequate
service, however it was identified
that the work of the team was not
sufficiently focused on key risk
areas for the Council when carrying
out each assignment and in the
classification of recommendations.

6.5

The External Auditors, Grant Thornton, have concluded that “the internal audit
service continues to provide an independent and satisfactory service to the
Council and that internal audit work contributes to an effective internal control
environment at the Council”.

6.6

Satisfaction surveys are issued at the end of each audit. These showed general
satisfaction with the work of the section. The overall level of satisfaction is shown
in the table below.

Audit Satisfaction Survey

2011-12
Actual

2012-13
Actual

2013-14
Actual

Target

97.84%

92.01

94.78

90%

6.7

The level of satisfaction has increased following from a drop in 2012-13, however
the number of satisfaction surveys returned is very low. Only 8 returns were
received by the section in the 2012-13 and 12 in 2013-14.

6.8

In addition to the usage of satisfaction surveys one of the Senior Auditors or the
Principal Auditor carries out a file review for each audit prior to the reports being
issued and the Chief Internal Auditor reviews each report and sample checks
files. These processes form part of the internal quality assurance process and
helps to provide a consistent approach between the auditors.
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Appendix 1a
AUDITS PLANNED AND COMPLETED IN 2013-14 BY ASSURANCE LEVEL
NEEDS FUNDAMENTAL CHANGE
Definition

The operation of the system is currently providing an unacceptable risk
to the Council. There is an inadequate control framework to ensure that
the system can deliver its intended objectives. Controls are absent or
not operating across the majority of the system. This will include
significant breaches of legislation or the potential for significant impact
on the Council such as large financial or reputational losses.

AUDIT AREA

SERVICE LEAD
OFFICER

NO OF
RECOMMENDATIONS &
CLASSIFICATION

TOTAL

HIGH

MEDIUM

LOW

Housing & Waste
Management

2

21

1

24

Technology

3

1

0

4

Technology

14

12

1

27

HIGH RISK
Streetscene – Street
Cleansing
End-user/Bespoke IT
Development (IT Audit)
Mobile Computing

Services led by Stafford Borough Council as part of Shared Services
 Reports which had not been finalised at the year end.
SUMMARY OF SIGNIFICANT FINDINGS
Streetscene – Street Cleansing Function
A systems review of the processes and procedures established for the operation of the
Street Cleansing element of the Council’s Streetscene provision was carried out.
Although the function was appropriately delivering its core operation function it was
found that this was not supported by an adequate or effective control framework and
has therefore been classified as Needs Fundamental Change.
It is acknowledged, that the initial urgency to bring the Street Cleansing service inhouse and ensuring that there was minimal service disruption following the former
contractor going into administration, resulted in limited attention being given to the
establishment of an appropriate control framework to underpin the service.
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Consequently, in our opinion, the “new management” of the in-house service has
inherited a less than robust overall framework which needs considerable development
in a number of key areas. We recognise that this will provide a significant challenge for
the new management and acknowledge that this will take time to achieve. A detailed
action plan has been agreed with management to ensure that the necessary
improvements can be prioritised and actioned.
End-user/Bespoke IT Development (IT Audit)
Overall the review has highlighted a lack of expected IT management controls for both
End User and Bespoke IT Developments. There is no corporate documented guidance
available to advise staff whose work involves end user development applications.
Updated policies have been issued in the year, in respect of the operation and
management of IT equipment and operations, these include reference to the need for
change management processes i.e. testing and sign offs, but relevant staff are not yet
fully aware of these. This review has not examined in any detail those policies but has
highlighted some gaps remain which need to be addressed.
Mobile Computing
Overall the review has highlighted the lack of key controls relating to the use of mobile
devices. Weaknesses were identified in the governance arrangements and policies in
place to advise staff and control the use of mobile devices and in the consistent
deployment of relevant security solutions to protect the devices and data held on them.
Issues were also identified in the arrangements for recording and monitoring the
number and type of devices. There is also a lack of enforcement of the requirement for
mobile devices to all be purchased by IT, particularly for usb memory sticks.
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Appendix 1b
REQUIRING SOME IMPROVEMENT
Definition

The service may be delivering its intended output but the controls in
place for some elements of the system are not always appropriate or
effective to ensure that this will continue to occur. Controls are not being
consistently applied across all elements of the system. This could
include breaches of Council policy and the risk of financial or
reputational impact on the Council.

AUDIT AREA

SERVICE
LEAD
OFFICER

NO OF
RECOMMENDATIONS &
CLASSIFICATION

TOTAL

HIGH

MEDIUM

LOW

Financial
Management
Financial
Management

4

7

4

15

Commissioning

0

6

8

14

0

13

10

23

0

7

5

12

0

10

5

15

0

13

1

14

0

14

1

15

0

13

5

18

Governance

0

3

3

6

Technology

9

7

2

18

Technology

15

17

4

36

HIGH RISK
Council Tax
National Non-Domestic
Rates
Cemeteries
Housing Maintenance
(Including Stores
function)
Housing Benefits
Sundry Debtors
Culture & Leisure
Services Contract
Monitoring (Client
Function)
Central Control (Social
Alarms & CCTV)
Sale of Council Houses
Members Allowances,
PCs & Other Expenses
ICT Disaster Recovery
Arrangements (IT Audit)

Environmental &
Physical Access
Controls (IT Audit) 

Housing &
Waste
Management
Financial
Management
Financial
Management
Commissioning
Corporate
Director
Housing &
Waste
Management
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AUDIT AREA

Staff Expenses
Hednesford Park Lottery
Fund Project
MEDIUM RISK

SERVICE
LEAD
OFFICER

NO OF
RECOMMENDATIONS &
CLASSIFICATION

TOTAL

HIGH

MEDIUM

LOW

Human
Resources

0

4

7

11

Commissioning

0

10

3

13

Housing &
0
5
4
Waste
Management
Regeneration &
Utilities Management
0
5
4
Planning
Services led by Stafford Borough Council as part of Shared Services
 Reports which had not been finalised at the year end.
Housing Property
Services

9
9

SUMMARY OF SIGNIFICANT FINDINGS
Council Tax & National Non-Domestic Rates
The service has been classified as “requiring some improvement”, in terms of the
service areas’ key objective of initiating prompt recovery action where required in order
to recover monies due to the Council.
It is acknowledged that there is an appropriate process and framework in place in
respect of recovery. However at the time of the audit it was felt that work needed to be
undertaken to ensure that adequate controls are in place within this framework and are
operating effectively to minimise the risk to the Council of not receiving monies that are
due. This includes arrangements to review the status of accounts where recovery has
been inhibited.
Cemeteries
It has been identified that there is an appropriate and effective operating framework in
place in respect of the administration of the Cemeteries, from liaising with funeral
directors to arranging funerals, approving memorials to be erected by approved
memorial masons, to ensuring that all relevant paperwork is completed and statutory
records including the appropriate registers and maps are being maintained.
The main weakness identified related to the lack of a robust framework of policies and
procedures for the day to day operation and routine maintenance tasks carried out by
the Cemeteries operatives. There is an over reliance on the knowledge and experience
of the team rather than formally documented and agreed working practices. This could
impact on Health & Safety arrangements.
In addition formal tenancy agreements were not available for the resident employees at
all of the sites and an issue was identified in relation to whether VAT was included in
one of the standard charges.
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Housing Maintenance (Including Stores function)
The system has a comprehensive control framework in place however it was found that
this was not always fully complied with. The main areas of weakness related to the
signing off of paperwork relating to job tickets and inspections and in relation to the
recording of materials used against specific jobs.
Housing Benefits
It is recognised that 2013-14 has been a particularly challenging year for the Benefits
service; with the introduction of the spare room subsidy, the replacement of the Council
Tax Benefit with the Local Council Tax Support Scheme and the introduction of the
Benefits Cap. These changes have impacted on the team’s performance in the early
part of 2013-14
Weaknesses were identified in relation to the effectiveness of the verification of
information provided in support of claims and in the accuracy of processing of claims.
This was compounded by the low level of management and supervisory review of the
work carried out by members of the team.
Sundry Debtors
The main weaknesses related to a lack of progress in the transformation of the service.
This has meant that there are still two distinct processes in place. Work is ongoing to
establish a common Credit Policy and to align corporate Financial Guidance and
procedures across both Councils but progress has been slow
Culture & Leisure Services Contract Monitoring (Client Function)
Whilst the Council has established some monitoring arrangements due to the limited
resources available the Council relies fully on the information supplied by the Contractor
and does not carry out any independent verification. Based on this the area is classified
as Requiring Some Improvement.
Management currently accepts the level of risks in the current process and stated that
they have a very good working relationship with the Contractor and are happy to rely on
the information provided. This position was noted by the Audit & Governance
Committee in April 2014.
Central Control (Social Alarms & CCTV)
In the original audit report, issued during April 2013, we assessed the internal control
environment as Needs Fundamental Change. The original audit report acknowledged
that it would take time to implement changes. In most cases work is ongoing and
revised timescales have been set for the full implementation of the agreed
recommendations. In other areas, however, there has been no significant progress. It is
also recognised that some actions are partly dependent on inputs from other sections of
the Council (e.g. ICT) and / or external organisations (e.g. Staffordshire Police).
We are satisfied that management are working to address the weaknesses identified
but that some areas still require time to be fully addressed and we have therefore
classified the function as Requiring Some Improvement. It should be noted that this is a
significant improvement from the previous position.
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Sale of Council Houses
Overall, the framework in place for the day-to-day operation of the scheme was found to
be solid. However a few weaknesses were identified in the monitoring of delays in the
processes for the completion of sales and in receiving confirmation from other sections.
In addition the guidance documents available to tenants need to be updated to reflect
the current legislation.
Members Allowances, PCs & Other Expenses
The overall findings of the review were that the Council’s arrangements for
administration and payment of Members Allowances are sound. However, the control
rating reflects the fact that there are a number of areas where previous audit
recommendations have not yet been implemented, and where some aspects of the
Members Allowances Scheme are not enforced strictly.
ICT Disaster Recovery Arrangements
A detailed disaster recovery policy has not yet been produced and guidance on IT
matters has not been provided to service users. The service is exploring how to make
best us of the resilience offered by the two Council’s IT facilities but progress on this is
slow due to resourcing issues. It was also identified that the latest back-ups were held
on site for up to a month before being taken off-site for storage.
Environmental & Physical Access Controls
A number of weaknesses were identified around some of the server rooms particularly
at outlying sites. A significant risk was identified in relation to the operation and
notification of procedures for the Fire Suppression System at Stafford when employees
are working in the server room which presented a significant Health & Safety risk. We
did identify a breach of the IT Security Policy in relation to a member of IT sharing their
password to allow an agency worker to access the network.
Housing Property Services
This review was mainly focused on following up the recommendations made in 2012-13.
Overall, the framework in place for the day-to-day operation of the contracts were found
to be sound and significant progress had been made in relation to previous
recommendations. However a number of final accounts were found to be outstanding
partly due to a contractor going into administration in 2010. It was also found that some
Contract Documentation held had not been appropriately signed and one contract had
arithmetical errors in the uplift calculation which had been supplied by the Quantity
Surveyor.
Utilities Management
It was found that the Council is using the Government Procurement Service as the route
for purchasing energy supplies. However following the recent retirement of the Council’s
Strategic Asset Manager responsibility and procedures for the monitoring of energy
usage on a timely basis need to be documented and strengthened. It appears that
monitoring and consumption analysis has been completed only at year end rather than
throughout the year which does not allow any issues to be investigated and resolved on
a timely basis. Although targets for reduced consumption had been set it was unclear
what the baseline figures were to measure the reduction against.
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Staff Expenses
Many of the schemes are long-standing and the documentation and in some cases the
operation of the schemes themselves is in need of updating and review. In particular
the processes for reviewing and uprating allowances on a regular basis needs to be
addressed.
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Appendix 1c
EFFECTIVE
Definition

There is an acceptable control framework in place. There may be some
control weaknesses but the majority of the expected controls are in
place and are operating effectively. However some changes to the
controls and how they operate may be beneficial. An effective opinion
will be given where controls are generally operating effectively, minor
control weaknesses may have been identified. There are however, no
high risk recommendations being made.

AUDIT AREA

SERVICE LEAD
OFFICER

NO OF
RECOMMENDATIONS &
CLASSIFICATION

TOTAL

HIGH

MEDIUM

LOW

0

0

7

7

0

1

5

6

0

1

3

4

Law &
Administration

0

1

4

5

Human
Resources

0

1

2

3

Chief Executive

0

2

3

5

0

1

1

2

0

2

2

4

Environmental
Health

0

0

1

1

Regeneration &
Planning

0

2

2

4

Chief Executive

0

0

5

5

8

12

HIGH RISK
Insurance
General Ledger
Creditors
Regulation of
Investigatory Powers
Act Compliance Review
Payroll
Public Relations &
Communications
Housing Benefit Fraud
Investigation Team
Food Safety Inspections
and Enforcement
MEDIUM RISK
Mortuary & Assisted
Burials
Development Control
(Planning Applications &
Enforcement)
Support Services Admin

Governance
Financial
Management
Financial
Management

Financial
Management
Environmental
Health

Licensing & Hackney
Environmental
0
4
Carriages
Health
Services led by Stafford Borough Council as part of Shared Services
 Reports which had not been finalised at the year end.
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Housing Benefit Fraud Investigation Team – when reported to Audit Committee in
March 2014 a query was outstanding and this led to a classification of Requiring Some
Improvement to be issued. The relevant information was subsequently received and as
a result one recommendation was removed from the report and the audit was reclassified as Effective.

Page 17 of 19

INTERNAL AUDIT – ANNUAL REPORT 2013-14
Appendix 2
RESULTS OF FOLLOW-UPS UNDERTAKEN IN THE YEAR BY ASSURANCE
LEVEL
Service Lead
Officer

Original
Assurance

Corporate Director

Needs
Fundamental
Change

Technology

Requiring Some
Improvement

Computer Virus
Protection Review

Technology

Requiring Some
Improvement

9

General Ledger (IT)
(2011-12) 2nd follow
up

Financial
Management

Requiring Some
Improvement

Epayments System

Financial
Management

Property
Management

Planning &
Regeneration

Refuse Collection

Environmental
Services

Audit

Central Control

Information Security
Management

Implemented
Not
Total
or In Progress Implemented

20

Requiring Some
Improvement

22

Requiring Some
Improvement

0

9

Requiring Some
Improvement

7

0

7

Requiring Some
Improvement

Requiring Some
Improvement

9

0

9

Requiring Some
Improvement

9

0

10

Requiring Some
Improvement

9

1

10

4

0

4

5

0

5

16

18

4

4

Effective

Effective

Effective

BACS Review

Housing & Waste Requiring Some
Management/
Improvement
Financial
Management
Requiring Some
Improvement
Technology

Homelessness

Housing

Requiring Some
Improvement

11

0

11

Technology

Requiring Some
Improvement

20

2

22

Computer Virus
Protection Review
(2nd)

Technology

Requiring Some
Improvement

9

0

9

E Payments Project
Management & Post
Implementation
Review

Technology

Requiring Some
Improvement

10

0

10

Housing Rents

Information Security
Management (2nd)

Revised
Opinion
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Audit
General Ledger (IT)
(2011-12) 3rd follow
up

Service Lead
Officer
Financial
Management

Original
Assurance

Implemented
Not
Total
or In Progress Implemented

Requiring Some
Improvement

Revised
Opinion
Effective

6

1

7

Services led by Stafford Borough Council as part of Shared Services
Central Control
In the original audit report, issued during April 2013, we assessed the internal control
environment as Needs Fundamental Change. The original audit report acknowledged
that it would take time to implement changes. The follow-up audit found that progress
has been made in a number of areas and although there is still a way to go it was
possible to recognise the progress by re-classifying the area to Requiring Some
Improvement.
General Ledger (IT) (2011-12) 2nd follow up
This was the second follow-up of the General Ledger Application as it remained
Requiring Some Improvement at the time of the first follow-up.
It was found that some progress has been made and one recommendation had been
implemented in full. However six medium risk recommendations remained in progress
at the time of the audit and as such it was not possible to revise the level of assurance
for this area.
It is recognised that the majority of these areas were likely to be addressed as part of
the scheduled upgrade of the Ledger application due to be carried out before the end of
March 2014. A 3rd follow-up was completed at the end of the year and this confirmed
that the upgrade had been actioned and this had addressed most of the outstanding
issues allowing a revised assurance to be issued.
Information Security Management and Computer Virus Protection
Although work is progressing on these two areas most of the recommendations were
still in progress at the time of the follow-up and as such it was felt that insufficient
progress had been made to revise the level of assurance for the audits.
The approval of the new IT Policies has helped to progress the actions for these two
audits but the policies had yet to become embedded in the working practices of IT and
other employees.
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ITEM NO. 7.1
Report of:
Contact Officer:
Telephone No:
Portfolio
Leader:
Key Decision:
Report Track:

Head of Governance
Judith Aupers
4411
Corporate
Improvement
No
Audit & Governance
Committee only

AUDIT & GOVERNANCE COMMITTEE
24 JUNE 2014
ANNUAL GOVERNANCE STATEMENT 2013-14

1

Purpose of Report

1.1

To set out the Council’s Annual Governance Statement for the year 2013-14.

2

Recommendation

2.1

That the Committee recommend to the Council the approval of the Annual
Governance Statement for 2013-14.

3

Key Issues and Reasons for Recommendation

3.1

The Accounts and Audit Regulations 2011 require the Council to review at
least once in a year the effectiveness of its system of internal control and to
approve an Annual Governance Statement (AGS).

3.2

The Council’s draft Annual Governance Statement (AGS) for 2013-14 (which
is current up to June 2014) is attached as Appendix 1.

3.3

The draft AGS has been compiled by the Leadership Team. The AGS has
been drafted using various sources of assurance which together form the
review of the Council’s governance arrangements. The key sources of
assurance are:
(i)
(ii)
(iii)
(iv)
(v)

assurances from the Heads of Service:
assurances from the 3 statutory officers;
the risk management reports;
the annual internal audit report / opinion; and
external assurance reports.

ITEM NO. 7.2
3.4

The review of the Council’s governance arrangements has identified areas for
improvement and these are set out in the action plan contained within the AGS
at Appendix 1.

3.5

An update on the progress in actioning the issues from the 2012-13 AGS is
attached at Appendix 2. In summary:
•
•
•

7 of the 13 items have been completed or are on target to be completed;
work is in progress on 3 of the items; and
work on the remaining 3 items has been delayed.

The key outstanding issues have been included in the AGS for 2013-14. The
outstanding issue relating to finalising and rolling out the Council’s values has
not been included in this year’s AGS as it is no longer considered to be
significant in light of the change in emphasis given in the Cipfa/SOLACE
guidance. This matter will however continue to be progressed outside of the
AGS process.

4

Relationship to Corporate Priorities

4.1

The Council’s corporate governance arrangements and internal control
framework cuts across all corporate priorities.

5

Report Detail

5.1

The Accounts and Audit Regulations (England) 2011 require local authorities
to publish a Annual Governance Statement with their financial statements.
Regulation 4 states that:
"(1) The relevant body is responsible for ensuring that the financial
management of the body is adequate and effective and that the body has
a sound system of internal control which facilitates the effective exercise
of that body’s functions and which includes arrangements for the
management of risk.
(2)

The relevant body must conduct a review at least once in a year of the
effectiveness of its system of internal control.

(3)

The findings of the review referred to in paragraph (2) must be
considered—
(a) in the case of a larger relevant body, by the members of the body
meeting as a whole or by a committee, and
(b) in the case of a smaller relevant body, by the members of the body
meeting as a whole, and following the review, the body or committee
must approve an annual governance statement, prepared in
accordance with proper practices in relation to internal control.
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(4)

5.2

The relevant body must ensure that the statement referred to in
paragraph (3) accompanies—
(a) any statement of accounts it is obliged to prepare in accordance with
regulation 7, or
(b) any accounting statement it is obliged to prepare in accordance with
regulation 12.”

Proper practices for the form and content of a governance statement are
defined in the CIPFA / SOLACE Framework “Delivering Good Governance in
Local Government. The guidance was updated in December 2012 and the
changes have been reflected in this year’s AGS. The governance statement
should include the following information.
•

An acknowledgement of responsibility for ensuring that there is a sound
system of governance.

•

An indication of the level of assurance that the systems and processes
that comprise the governance arrangements can provide.

•

A brief description of the governance framework.

•

A brief description of the process that has been applied in maintaining and
reviewing the effectiveness of the governance arrangements.

•

An outline of actions taken or proposed to deal with any significant
governance issues.

5.3

Following approval of the Annual Governance Statement it should be signed
by the most senior officer and the most senior Member of the Council ie the
Chief Executive and the Leader of the Council.

5.4

The Annual Governance Statement has been prepared using information from
the sources of assurance outlined in 3.3. The Leadership Team has been
consulted on the draft AGS to ensure that:-

5.5

•

all of the significant issues have been identified and included, so far as is
reasonably possible; and

•

all of the issues included are considered to be significant.

It is not possible to give a single definition as to what constitutes a “significant
governance issue” and judgement has to be exercised. Factors used in
making such judgements include:•

the issue has seriously prejudiced or prevented achievement of a principal
objective;

•

the issue has resulted in a need to seek additional funding to allow it to be
resolved, or has resulted in significant diversion of resources from another
service area;

•

the issue has led to a material impact on the accounts;

•

the Chief Internal Auditor has reported on it as significant, for this purpose,
in the Internal Audit Annual Report;
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•

the issue, or its impact, has attracted significant public interest or has
seriously damaged the reputation of the Council;

•

the issue has resulted in formal action being taken by the Chief Financial
Officer and/or the Monitoring Officer.

5.6

Progress in addressing the significant issues identified in the Annual
Governance Statement will be monitored through reports presented to the
Audit and Governance Committee.

6

Implications

6.1

Financial
None.

6.2

Legal
None.

6.3

Human Resources
None.

6.4

Section 17 (Crime Prevention)
None.

6.5

Human Rights Act
None.

6.6

Data Protection
None.

6.7

Risk Management
None.

6.8

Equality & Diversity
None.

6.9

Best Value
None.
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Appendix 1
CANNOCK CHASE DISTRICT COUNCIL
ANNUAL GOVERNANCE STATEMENT FOR 2013-14
1.

Scope of Responsibility

1.1

Cannock Chase District Council (the Council) is responsible for ensuring that its
business is conducted in accordance with the law and proper standards, and that
public money is safeguarded and properly accounted for, and used economically,
efficiently and effectively. The Council also has a duty under the Local
Government Act 1999 to make arrangements to secure continuous improvement
in the way in which its functions are exercised, having regard to a combination of
economy, efficiency and effectiveness.

1.2

In discharging this overall responsibility, the Council is responsible for putting in
place proper arrangements for the governance of its affairs, facilitating the
effective exercise of its functions, and which includes arrangements for the
management of risk.

1.3

The Council has approved and adopted a code of corporate governance, which is
consistent with the principles of the CIPFA/SOLACE Framework Delivering Good
Governance in Local Government. This statement explains how the Council has
complied with the code and also meets the requirements of Accounts and Audit
(England) Regulations 2011, regulation 4(3), which requires all relevant bodies to
prepare an annual governance statement.

2.

The Purpose of the Governance Framework

2.1

The governance framework comprises the systems and processes, culture and
values by which the authority is directed and controlled and its activities through
which it accounts to, engages with and leads its communities. It enables the
authority to monitor the achievement of its strategic objectives and to consider
whether those objectives have led to the delivery of appropriate services and
value for money.

2.2

The system of internal control is a significant part of that framework and is
designed to manage risk to a reasonable level. It cannot eliminate all risk of failure
to achieve policies, aims and objectives and can therefore only provide reasonable
and not absolute assurance of effectiveness. The system of internal control is
based on an ongoing process designed to identify and prioritise the risks to the
achievement of the Council’s policies, aims and objectives, to evaluate the
likelihood and potential impact of those risks being realised, and to manage them
efficiently, effectively and economically.

2.3

The governance framework has been in place at the Council for the year ended 31
March 2014 and up to the date of approval of the Annual Governance Statement.
The
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framework
3.
The Governance Framework
3.1

The 6 key principles of good governance together with the key elements of the
systems and processes that supports these principles and an assessment of their
adequacy is outlined below.
1. Focusing on the purpose of the authority and on outcomes for the community and
creating and implementing a vision for the local area
•

The Council’s vision and the intended outcomes for citizens and service users are outlined in
the Corporate Plan. The Council’s vision and its priorities are reviewed annually. The
Council’s priorities are approved following consultation and incorporated into the Corporate
Plan and the Community Strategy, and reflect the Council’s role in delivering the priorities set
out in the Community Strategy.

•

The Council has a performance management framework to ensure delivery of the corporate
priorities. The priorities are cascaded through the authority via the Corporate Plan, the
Priority Delivery Plans (which include Portfolio Delivery Plans), Delivering Change, service
delivery plans and employees’ personal development reviews.

•

Forward-looking targets and performance indicators are established and monitored on a
regular basis. Leadership Team, Cabinet and the Scrutiny Committee receive quarterly
performance reports. They monitor and scrutinise the performance of services and the
achievement of targets. Heads of Service and Service Managers are held to account for the
performance of their service areas. A range of Policy Development Committees also assist in
supporting the performance monitoring of Priority Delivery Plans. The Committees also
review specific policy areas and explore community issues. Performance is also managed
through service business plans and individual employee personal development reviews.

•

The Council’s budget is aligned to the Council’s aims and objectives. The Council has a
comprehensive budget strategy, medium term financial plan and robust budget monitoring
process, which provides sound financial management and regular reporting of financial
management information for both revenue and capital budgets.

•

The Council has a number of mechanisms in place to ensure the economical, effective and
efficient use of resources, and for securing continuous improvement in the way in which its
services are delivered:







•

Continuous improvement is driven via the Corporate Plan, the Priority Delivery Plans and
the Council’s performance management framework. This provides monitoring reports to
Leadership Team, Cabinet, the Scrutiny Committee and the Policy Development
Committees;
The Council’s Delivering Change process enables resources to be re-directed to meet
Council priorities and requires services to identify and deliver year-on-year efficiency
savings.
The Council has appropriate mechanisms (ie Financial Regulations and Contract
Procedure Rules) in place to ensure that value for money is achieved through the
procurement of goods and services.
From time to time, services are tested against other authorities using national
benchmarking exercises, which include VFM comparators.

Appropriate governance arrangements are put in place for each partnership eg the LSP.
Service Level Agreements have been put in place to ensure adequate governance of the 7
services which are shared with Stafford Borough Council.

Assessment of Compliance:
Compliance against this principle is adequate with measures in place in all areas.
Sources of Assurance:
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Heads of Service
Chief Executive
2. Members and officers working together to achieve a common purpose with clearly
defined functions and roles
•

The Council operates under the Leader and Cabinet model. The Council’s Constitution
defines the roles and responsibilities of the executive, non-executive, scrutiny and officer
functions. The Constitution sets out how the Council operates, how decisions are made and
the procedures which are followed to ensure that these are efficient, transparent and
accountable to local people. It includes the Scheme of Delegation which identifies those
areas of decision-making and day-to-day operations that have been delegated to Senior
Officers and those matters reserved for Members.

•

There is a Protocol for Officer / Member relations as part of the Constitution to assist in
defining the separate roles and aid appropriate communication.

•

The Council has 3 statutory officers in place:


Head of Paid Service – the Chief Executive – overall responsibility for the day-to-day
management of the Council



The s151 Officer – the Head of Finance – has overall responsibility for for the proper
administration of the council’s financial affairs and ensuring that public money is
safeguarded at all times. The council’s financial management arrangements conform to
the governance requirements of the CIPFA Statement on the Role of the Chief Financial
Officer in Local Government (2010) in that:


he is actively involved in, and able to bring influence to bear on, all material business
decisions to ensure immediate and longer term implications, opportunities and risks
are fully considered, and alignment with the council’s financial strategy;



he is a member of the Leadership Team, helping it to develop and implement
strategy and to resource and deliver the council’s strategic objectives sustainably
and in the public interest;



he leads the promotion and delivery by the whole organisation of good financial
management so that public money is safeguarded at all times and used
appropriately, economically, efficiently and effectively; and



The Head of Finance ensures that there is a robust financial framework and medium
term financial strategy in place.

In delivering these responsibilities he directs a finance function that is resourced to be fit
for purpose and includes staff that are professionally qualified and suitably experienced.


The Monitoring Officer - the Head of Law & Administration at SBC has been appointed as
the Monitoring Officer and is responsible to the authority for ensuring that agreed
procedures are followed and that all applicable statutes, regulations are complied with.
The Council also has in place a protocol to define the role of the Monitoring Officer. He
reports to the Council, Executive and Committees with legal implications being referred to
the Legal Shared Service, which employs qualified and experienced staff.

•

A corporate Leadership Team which includes the 3 statutory officers is in place to support the
Cabinet, the Scrutiny Committee and the Policy Development Committees, and to manage
operational services.

•

Members allowances are dealt with by an independent panel. The Council’s Pay Policy
details the arrangements for paying employees. Chief Officers salaries have been
determined through a Hay Evaluation process and other employees grades are determined
through the job evaluation process / Single Status agreement.
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Assessment of Compliance:
Compliance against this principle is good with adequate measures in place.
Sources of Assurance:
Statutory Officers
3. Promoting values for the authority and demonstrating the values of good governance
through upholding high standards of conduct and behaviour
•

There are Codes of Conduct in place for Members and Employees. The Codes of Conduct
have been approved and adopted by the Council and are available to all members and
officers as part of the Constitution.

•

The Codes of Conduct require Members and employees to declare specified outside
interests, which could influence decision making.

•

Any complaints about Members’ conduct are dealt with by the Standards Committee. A
procedure for handling complaints has been approved by Council. Complaints about
employees conduct can be initiated through various mechanisms.

•

Training is offered to Members annually on the Code and whenever changes are made to it.
Employees are given a copy of the Code of Conduct as part of their induction process.

•

The Council’s values are in the process of being updated.

Assessment of Compliance:
Compliance against this principle is adequate but with 2 areas for improvement.
•

The review of the Council’s values needs to be completed and finalised with the Cabinet, prior
to being rolled out across the organisation.

•

The Code of Conduct for Employees needs to be reviewed and updated

Sources of Assurance:
• Heads of Service
• Statutory Officers
4. Taking informed and transparent decisions which are subject to effective scrutiny and
managing risk
•

There is a Scrutiny Committee and a Health Scrutiny Committee in place to monitor and
challenge the performance of the Council and partner organisations where appropriate.
There is a Call-in process in place to challenge where appropriate decisions made by
Cabinet.

•

There is an Audit & Governance Committee in place, which is independent of the Cabinet
and the Scrutiny Committee. The Committee’s remit is to provide independent assurance on
the adequacy of the risk management framework and the associated control environment.
The Committee meets the key requirements of the CIPFA guidance on Audit Committees.

•

Reports are prepared for the Cabinet which include all relevant information. All reports are
consulted on with appropriate financial and legal officers and are accompanied by a
comprehensive checklist signed off by the reports author. All reports that involve expenditure
fully evaluate the financial implications of the proposal with any associated risks. Committee
reports and minutes show reasons for decisions made.

•

The Monitoring Officer ensures compliance with existing laws, regulations and established
policies and procedures and is aware of and acts upon proposed changes to legislation. The
Monitoring Officer will report to the full Council if they consider that any proposal, decision or
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omission would give rise to unlawfulness or maladministration. Such a report will have the
effect of stopping the process or decision being implemented until the report has been
considered. A solicitor attends all of the Council’s main committee meetings.
•

The Head of Finance ensures that the financial management of the Council is conducted in
accordance with the Financial Regulations set out in the Constitution and that expenditure is
lawful. The Head of Finance, with the assistance of the Internal Audit section, ensures the
legality of financial transactions and compliance with Financial Regulations.

•

There is a risk management policy and strategy in place. This provides for:




the identification, prioritisation and control of strategic risks
monitoring of risk management action plans by the Leadership Team
risk management implications are included in committee reports; and
regular reports to the Audit & Governance Committee on the progress in managing
strategic risks.

•

There is a system of internal control in place. At the core of this is the Council’s various
policies, regulations and procedures eg Financial Regulations, Contract Procedure Rules, HR
Policies, etc.

•

Internal Audit review systems and their controls to provide assurance and recommendations
for improvement. This work includes ensuring compliance with policies, procedures, laws
and regulations. Internal Audit operates to an annual audit plan which is based on an
assessment of risk to ensure that the areas of highest risk are reviewed.

•

The Section 151 officer with the support of Internal Audit ensures that there are adequate
financial control mechanisms in place to safeguard the Council’s assets.

•

The Council has in place a Confidential Reporting policy. The policy allows anyone to report
concerns in confidence and not just employees. The Anti-Fraud & Corruption Policy includes
a Fraud Response Plan and a Prosecution Policy. Procedures are in place for receiving and
investigating complaints received.

Assessment of Compliance:
Compliance against this principle is adequate; there are however 2 key documents that need to
be reviewed and updated:
•
•

Financial Regulations
Contract Procedure Rules

Sources of Assurance:
• Heads of Service
• Statutory Officers
• Internal Audit Annual Report
• Risk Management Reports
5. Developing the capacity and capability of members and officers to be effective
Members:
•

A formal Induction programme for Members takes place after each District Council election;

•

In-house training is provided as and when necessary. Members attend external courses and
conferences as appropriate.

•

Members tend to assess their own skills and identify where training is required. For new
issues, training is offered to Members as appropriate

Employees:
•

Council services are provided by trained and experienced people. All posts have a detailed
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job description and person specification. Rigorous recruitment processes are in place
followed up by induction training and on going training and development.
•

Although no longer formally accredited through Investors in People the Council continues to
maintain a comprehensive framework to ensure that it’s employees are adequately trained,
this includes:


An Induction Programme is in place;



The development needs of employees are identified annually through the Personal
Development Review process;



The Training Officer identifies courses where appropriate for common skills gaps;



Career development is encouraged through the Personal Development Reviews and
opportunities provided for training, mentoring, secondments. There are development
graded posts for trainees in certain professions; and



A competency framework is in place and this outlines the knowledge and skills expected
of the Council’s managers.

Assessment of Compliance:
Compliance against this principle is adequate but with 1 area for improvement.
•

Consideration is to be given to undertaking a survey of Members training and development
needs, with a view to undertaking tailored member development.

Sources of Assurance:
• Heads of Service
• Statutory Officers
6. Engaging with local people and other stakeholders to ensure robust local public
accountability
•

The Council’s Communications Strategy puts in place a variety of mechanisms to
communicate with the community and other stakeholders. These include the Council’s
website, Chase Matters, Community Forums, specific groups, the Housing Hometalk
magazine and the use of Social Media.

•

The authority is open and accessible to the community, service users and its employees. The
Council is accessible via the Contact Centre, Reception, website. Engagement with the
Community and stakeholders takes place through a variety of mechanisms:






•

Community Forums
Website
Social Media
Consultation Panel
Some specialist community groups in place eg for the disabled

The Council is committed to openness and transparency in all its dealings, subject only to the
need to preserve confidentiality in those specific circumstances where it is proper and
appropriate to do so. Meetings are held in public except where confidential issues are
discussed and the law permits private meetings. The Council complies with the guidelines on
publishing transparent data.

Assessment of Compliance:
Compliance against this principle is adequate with measures in place in all areas.
Sources of Assurance:
• Heads of Service
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4.

Review of effectiveness

4.1

The Council has responsibility for conducting, at least annually, a review of the
effectiveness of its governance framework including the system of internal control.
The review of effectiveness is informed by the work of the executive managers
within the authority who have responsibility for the development and maintenance
of the governance environment, the Chief Internal Auditor’s annual report, and
also by comments made by the external auditors and other review agencies and
inspectorates. The process that has been applied in maintaining and reviewing the
effectiveness of the governance framework is set out below.

4.2

The Audit & Governance Committee - monitors the effectiveness of risk
management, reviews corporate governance issues, the work of Internal Audit and
the anti fraud & corruption arrangements throughout the year.

4.3

Internal Audit – is responsible for reviewing the effectiveness of the Council’s
system of internal control and reporting on its adequacy. Internal Audit is a key
source of assurance for the Annual Governance Statement and as such it is
essential that the Internal Audit function operates in accordance with best practice:
(i)

Internal Audit operates in accordance with the Code of Practice for Internal
Audit in Local Government in the United Kingdom.

(ii)

A review of the effectiveness of internal audit has been undertaken. This
review has been undertaken via a self-assessment and a review by the
Head of Governance. An external review has also been undertaken of the
Audit Team’s approach to carrying out audits and the findings and
recommendations from this review have contributed to the review of
effectiveness. The review concluded that the system of internal audit is
operating effectively and assurance can be taken from the work of Internal
Audit.

Internal Audit reviews the internal control system following an audit plan based on
an assessment of the potential risks for the various systems and procedures. The
work undertaken on the annual audit plan for 2013-14 has been used to provide
an independent view on the adequacy of the governance framework.
In the Annual Audit report the Council’s governance framework has been
assessed as being satisfactory overall. However, one significant governance issue
has been identified for inclusion in the Annual Governance Statement. This
relates to instances of control failings and weaknesses in supervisory /
management level checks, which appear to be due to reduced capacity at this
level in the Council. This needs to be addressed as a priority in 2014-15.
Where deficiencies in internal control were identified during reviews, assurance
was provided that these had been or would be resolved in an appropriate manner.
Such cases will continue to be followed-up as part of the routine operation of the
Internal Audit function.
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4.4

External Audit / Other Review Agencies - during the year the Council received
the following key reports:
(i)
(ii)
(iii)

Audit Findings (September 2013);
Financial Resilience (September 2013); and
Annual Audit Letter (November 2013)

The reports offered an unqualified opinion on the Council’s financial statements
and its arrangements for value for money and effective use of resources. No
significant concerns were identified.
Risk Management - during 2013/14 the Audit & Governance Committee received
regular progress reports regarding the management of strategic risks. The
strategic risk management process has been successful in
managing a number of risks and overall the number of risks has reduced from 6 to 4. In
particular:
4.6

•
•
•

3 risks have been removed (1 red and 2 amber);
1 red risk has been reduced to amber; and
2 risks have remained as amber.

It should be noted that the 1 red risk that was deleted related to the reduction in the
Council’s funding as a result of the Comprehensive Spending Review 2013.
Whilst this was successfully managed in year and a balanced budget has been
delivered a new red risk relating to the Council’s future finances has been added.
4.7

Statements of Assurance from Heads of Service - assurances were sought
from the Heads of Service as to the effectiveness of a number of aspects of the
Governance Framework as it operates in their service areas.

4.8

Statements of Assurance from the Statutory Officers - assurances have been
sought from the Head of Paid Service (ie Chief Executive), the Monitoring Officer
(Head of Law & Administration at SBC) and the s151 Officer (Head of Finance)
with regard to their responsibilities for governance.

4.9

Leadership Team – in addition to the individual Heads of Service and Statutory
Officers assurances, the members of Leadership Team have been consulted on
the draft annual governance statement and the significant governance issues that
should be included within it.

4.10

We have been advised on the implications of the result of the review of the
effectiveness of the governance framework by the Audit & Governance Committee
and that the arrangements continue to be regarded as fit for purpose in
accordance with the governance framework. The areas already address and
those to be specifically addressed with new actions are outlined below.

5.

Significant Governance Issues

5.1

All significant governance issues are included in the action plan below.
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ISSUE

OFFICER
RESPONSIBLE

TARGET DATE

Outstanding items from previous AGS
Constitution - the review of the
Constitution to reflect changes and
best practice has not yet been
completed. A significant part of the
work has been completed but now
needs to be finalised and approved by
Council.

Head of Law &
October 2014
Administration
(Stafford Borough
Council)

Contract Procedure Rules &
Financial Regulations - the work in
reviewing and updating the Contract
Procedure Rules and Financial
Regulations has not yet been
completed. Training needs to be
provided to support the launch of the
new documents.

Legal Services
Manager and
Head of Finance

December 2014

Code of Governance – this is out of
date (due to changes in the senior
management structure) and in need
of review to reflect recent updated
guidance.

Head of
Governance

September 2014

Employees’ Code of Conduct – this
needs to be reviewed and updated

Head of Human
Resources, Head
of Law &
Administration
and Head of
Governance

December 2014

Chief Executive
and Head of
Finance

Ongoing

On-going Issues from 2013/14
Budgetary Issues – arising from
CSR 2013. Sessions to be held with
Cabinet to consider the future of the
Council and the various savings and
transformation strands available to
the authority.
Work will continue to prepare for the
future with regard to ongoing
reductions in public expenditure.
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ISSUE

OFFICER
RESPONSIBLE

Welfare Reforms – national changes Head of Finance
to benefits payments, including
council tax. Local scheme
determined for changes to council tax.
Whilst work has been done to engage
with affected council tax payers,
voluntary sector organisations,
landlords etc, to ensure that claimants
are able to access the help that the
Council can provide, arrears levels
have been affected. This will be
subject to targeted support and action
during 2014-15.
Local Enterprise Partnership (LEP)
– generally the changes to LEP
governance as a result of the
Government’s intention to introduce a
Single Growth Fund in 2015 and to
make LEPs vehicles for European
funding have been addressed.

TARGET DATE
Ongoing

Chief Executive / Ongoing
LEP Consultant
and
Head
of
Finance

However, discussions relating to the
percentage of business rate pooled
monies returned to growth areas will
continue.
Issues for 2014/15
Public Service Reductions in the
district of Cannock Chase - actions
include:

Chief Executive & Ongoing
Corporate
Director

• active approach to consultation on
service changes;
• negotiation on proposals;
• understanding and identifying the
impact across the district as a
whole; and
• working more closely with partners
Key Management & Supervisory
Controls – review to be undertaken
with Leadership Team and service
managers of all key supervisory/
management controls and key

Leadership Team

Throughout
2014/15
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ISSUE

OFFICER
RESPONSIBLE

TARGET DATE

projects/significant pieces of work to
consider their effectiveness, priority
etc and ensure adequate resources
are available to deliver them
We propose over the coming year to take steps to address the above matters to further
enhance our governance arrangements. We are satisfied that these steps will address
the need for improvements that were identified in our review of effectiveness and will
monitor their implementation and operation as part of our next annual review.
Signed:
……………………………………………………

…………………………

Leader of the Council

Date

……………………………………………………

…………………………

Chief Executive

Date

on behalf of Cannock Chase District Council
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Appendix 2
END OF YEAR PROGRESS REPORT FOR
THE ANNUAL GOVERNANCE STATEMENT 2012-13
`
KEY TO STATUS INDICATORS:
DESCRIPTION

STATUS

The action is making significant progress towards completion or has been completed
THE ACTION IS MAKING SOME PROGRESS TOWARDS BEING COMPLETED
WORK HAS NOT COMMENCED ON THE ACTION

No

Issue

Action

Progress/Comments

Issues carried forward from previous AGS 2011-12

1

The review of the Constitution to
reflect changes and best practice has
not yet been completed. A significant
part of the work has been completed
but now needs to be finalised and
approved by Council.

Head of Law &
Administration (Stafford
Borough Council)

The amendments to the Constitution
have been agreed by the Member
Working Group. The changes need to
be written up. Work on this has been
delayed and will now be reported to
Council in October for approval.

2

The work in reviewing and updating
the Contract Procedure Rules and
Financial Regulations has not yet
been completed. Training needs to be
provided to support the launch of the
new documents.

Legal Services Manager
and Head of Finance

Work is in progress on updating the
Financial Regulations. A first draft has
been completed.
Work is in progress on revising the
Contract Procedure Rules. A first draft
has been completed.

Status
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No

3

Issue

Action

The Code of Governance is out of
date (due to changes in the senior
management structure) and in need of
review to reflect recent updated
guidance.

Head of Governance

Progress/Comments

Work on this has not yet commenced
due to other priorities.
Will be completed in 2014-15.

Issues arising in 2012-13

4

Review of the Employee’s Code of
Conduct

Head of Human
Resources, Head of Law
& Administration and
Head of Governance

Work needs to be finalised on the
refresh of the values before reviewing
the Code of Conduct for Employees.
Will be completed in 2014-15.

5

Review of the Confidential Reporting
Policy

Head of Governance

Completed – revised policy approved
and issued

6

Complete the review of Values and
roll out across the Council

Chief Executive / Head of
Governance

The review of values has been
completed. Once approved by Cabinet
the values will be rolled out in 2014-15.

7

Develop basket of performance
indictors for monitoring by Leadership
Team

Policy & Performance
Manager / Leadership
Team

Completed - a basket of indicators has
been agreed and will be trialled during
2014-15.

8

Financial progress to be reported
quarterly to Leadership Team and
Cabinet

Head of Finance

Completed - financial progress reports
have been introduced and are being
submitted to Leadership Team monthly
and Cabinet quarterly.

Status
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No

9

Issue

Action

Member training and development
survey to be undertaken and options
to be developed

Head of Human
Resources/Head of
Governance

Progress/Comments

Work has not yet commenced on this.
This will be undertaken after the
induction process for the May 2014
elections.

Issues for 2013-14

10

Budgetary Issues – arising from CSR Chief Executive and
2013. Sessions to be held with
Head of Finance
Cabinet to consider the future of the
Council and the various savings and
transformation strands available to the
authority.

Completed - the Financial Plan was
considered by the Cabinet in December
and the budget was approved in
February.

11

Welfare Reforms – national changes Head of Finance
to benefits payments, including
council tax. Local scheme determined
for changes to council tax. Impact of
wider benefit changes to be
monitored, especially the impact on
arrears levels, and the impact on
other services eg homelessness

Local Council Tax Support scheme
approved following a County Wide
project. Much work has been done to
engage with affected council tax payers
to obtain payment agreements. Officers
have had direct contact with affected
claimants and regular engagement with
voluntary sector organisations, landlords
etc, to ensure that claimants are able to
access the help that the Council can
provide.
However, arrears levels have been
affected and this will be subject to
targeted support and action during
2014-15.

Status

ITEM NO. 7.20
No

12

13

Issue

Action

Progress/Comments

Local Enterprise Partnership (LEP) Chief Executive / Head of
-potential changes to LEP governance Planning & Regeneration
as a result of the Governments
intention to introduce a Single Growth
Fund in 2015 and to make LEPs
vehicles for European funding. To be
monitored and respond to the
changes through the Leader and
Cabinet as the implications are
clarified.

The Greater Birmingham & Solihull LEP
has confirmed its governance structure
and a supervisory board has been set
up. The Stoke & Staffordshire LEP has
agreed its revised governance structure
and this will be fully operational from
April 2014.

ICT Security Policies – updated
policies to be finalised and introduced.
Awareness to be raised and
compliance monitored

The policies have been approved by the
Cabinet and circulated to employees.

Head of Technology

Both LEPs have submitted programmes
for European funding and these will be
discussed with the Government during
the summer 2014.

Status
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Annual Treasury Management Report 2013/14
1

Purpose of Report

1.1

To update members on treasury management activity and performance during
the 2013/14 financial year.

2

Recommendation

2.1

To approve the actual 2013/14 prudential and treasury indicators in this report;

2.2

To note the annual treasury management report for 2013/14.

3

Key Issues and Reasons for Recommendations

3.1

Treasury management activity and performance during the 2013/14 financial
year.

4

Relationship to Corporate Priorities

4.1

Treasury management and investment activity link in with all of the Council’s
priorities and their spending plans.

5

Report Detail
Background

5.1

The Council is required by regulations issued under the Local Government Act
2003 to produce an annual treasury management review of activities and the
actual prudential and treasury indicators for 2013/14. This report meets the
requirements of both the CIPFA Code of Practice on Treasury Management (the
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Code) and the CIPFA Prudential Code for Capital Finance in Local Authorities
(the Prudential Code).
5.2

During 2013/14 the minimum reporting requirements were that the full Council
should receive the following reports:•
•
•

an annual treasury strategy in advance of the year;
a mid year treasury update report;
an annual review following the end of the year describing the activity
compared to the strategy (this report).

5.3

The regulatory environment places responsibility on members for the review and
scrutiny of treasury management policy and activities. This report is therefore
important in that respect, as it provides details of the outturn position for treasury
activities and highlights compliance with the Council’s policies previously
approved by members.

5.4

The Council has complied with the requirement under the Code to give prior
scrutiny to all of the above treasury management reports by the Audit and
Governance Committee before they were reported to the full Council.

5.5

This report summarises:•
•
•
•
•
•
•

Capital activity during the year;
Impact of this activity on the Council’s underlying indebtedness (the
Capital Financing Requirement);
Reporting of the required prudential and treasury indicators;
Overall treasury position identifying how the Council has borrowed in
relation to this indebtedness, and the impact on investment balances;
Summary of interest rate movements in the year;
Detailed debt activity; and
Detailed investment activity.

The Economy and Interest Rates
5.6

The financial year 2013/14 continued the challenging investment environment of
previous years, namely low investment returns, although levels of counterparty
risk had subsided somewhat. The original expectation for 2013/14 was that Bank
Rate would not rise during the year and for it only to start gently rising from
quarter 1 2015. This forecast rise has now been pushed back to a start in
quarter 3 2015. Economic growth (GDP) in the UK was virtually flat during
2012/13 but surged strongly during the year. Consequently there was no
additional quantitative easing during 2013/14 and Bank Rate ended the year
unchanged at 0.5% for the fifth successive year. While CPI inflation had
remained stubbornly high and substantially above the 2% target during 2012, by
January 2014 it had, at last, fallen below the target rate to 1.9% and then fell
further to 1.7% in February. It is also expected to remain slightly below the
target rate for most of the two years ahead.

5.7

Gilt yields were on a sharply rising trend during 2013 but volatility returned in the
first quarter of 2014 as various fears sparked a flight to quality. The Funding for
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Lending Scheme, announced in July 2012, resulted in a flood of cheap credit
being made available to banks which then resulted in money market investment
rates falling drastically in the second half of that year and continuing into
2013/14. That part of the Scheme which supported the provision of credit for
mortgages was terminated in the first quarter of 2014 as concerns rose over
resurging house prices.
5.8

The UK coalition Government maintained its tight fiscal policy stance but recent
strong economic growth has led to a reduction in the forecasts for total
borrowing, of £97bn over the next five years, culminating in a £5bn surplus in
2018-19.

5.9

The EU sovereign debt crisis subsided during the year and confidence in the
ability of the Eurozone to remain intact increased substantially. Perceptions of
counterparty risk improved after the ECB statement in July 2012 that it would do
“whatever it takes” to support struggling Eurozone countries; this led to a return
of confidence in its banking system which has continued into 2013/14 and led to
a move away from only very short term investing. However, this is not to say
that the problems of the Eurozone, or its banks, have ended as the zone faces
the likelihood of weak growth over the next few years at a time when the total
size of government debt for some nations is likely to continue rising. Upcoming
stress tests of Eurozone banks could also reveal some areas of concern.
Overall Treasury Position as at 31 March 2014

5.10

At the beginning and the end of 2013/14 the Council‘s treasury position was as
follows:

TABLE 1

31 March
Rate/
2013
Return
Principal

Total debt (PWLB)

£88.8m

CFR
Over / (under)
borrowing

£96.0m

Average
Life yrs

3.95%

(£7.2m)

-

Total investments

£10.8m

0.62%

Net debt

£78.0m

-

31 March
Rate/
2014
Return
Principal

Average
Life yrs

£88.8m

4.05%

-

£95.7m

-

-

-

(£6.9m)

-

-

£10.3m

0.49%

£78.5m

-

-

-

Strategy for 2013/14
5.11

The expectation for interest rates within the strategy for 2013/14 anticipated low
but rising Bank Rate (starting in quarter 1 of 2015), and gradual rises in medium
and longer term fixed borrowing rates during 2013/14. Variable, or short-term
rates, were expected to be the cheaper form of borrowing over the period.
Continued uncertainty in the aftermath of the 2008 financial crisis promoted a
cautious approach, whereby investments would continue to be dominated by low
counterparty risk considerations, resulting in relatively low returns compared to
borrowing rates.
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5.12

In this scenario, the treasury strategy was to postpone borrowing to avoid the
cost of holding higher levels of investments and to reduce counterparty risk.

5.13

The actual movement in gilt yields meant that PWLB rates were on a sharply
rising trend during 2013 as markets anticipated the start of tapering of asset
purchases by the Fed. This duly started in December 2013 and the US FOMC
(the Fed.), adopted a future course of monthly reductions of $10bn (from a
starting position of $85bn), meaning that asset purchases were likely to stop by
the end of 2014. However, volatility set in during the first quarter of 2014 as
fears around emerging markets, various vulnerabilities in the Chinese economy,
the increasing danger for the Eurozone to drop into a deflationary spiral, and the
situation in the Ukraine, caused rates to dip down, reflecting a flight to quality
into UK gilts.
Borrowing Requirement

5.14

The Council’s underlying need to borrow to finance capital expenditure is termed
the Capital Financing Requirement (CFR).

CFR (£m)

31 March
2013
Actual

31 March
2014
Budget

31 March
2014
Actual

95.994

98,274

95.743

Borrowing Rates in 2013/14
5.15

PWLB borrowing rates - the graph below shows how PWLB certainty rates
have risen from historically very low levels during the year.
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Borrowing Outturn for 2013/14
5.16

Borrowing – Due to investment concerns, both counterparty risk and low
investment returns, no borrowing was undertaken during the year.
Investment Rates in 2013/14

5.17

Bank Rate remained at its historic low of 0.5% throughout the year; it has now
remained unchanged for five years. Market expectations as to the timing of the
start of monetary tightening ended up unchanged at early 2015. The Funding
for Lending Scheme resulted in deposit rates remaining depressed during the
whole of the year, although the part of the scheme supporting provision of credit
for mortgages came to an end in the first quarter of 2014. The following graph
shows the continued low deposit rates achievable:

Investment Outturn for 2013/14
5.18

Investment Policy - the Council’s investment policy is governed by CLG
guidance, which was been implemented in the annual investment strategy
approved by the Council on 19 February 2013. This policy sets out the
approach for choosing investment counterparties, and is based on credit ratings
provided by the three main credit rating agencies supplemented by additional
market data (such as rating outlooks, credit default swaps, bank share prices
etc.).

5.19

The investment activity during the year conformed to the approved strategy, and
the Council had no liquidity difficulties.
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5.20

Investments as at 31 March 2014 -The Council’s investments as at 31 March
2014 are set out in the table below:
Counterparty
Natwest Bank plc
Ignis (MMF)
Bank of Scotland plc
Bank of Scotland plc
TOTAL

Start Date

Maturity

Value (£)

17/01/14
06/03/14

Call
Call
17/07/14
05/03/15

2,880,000
3,701,000
1,000,000
2,724,000
10,305,000

Rate
0.50%
0.38%
0.75%
0.95%
0.60%

5.21

The chart below illustrates the movement in the level of investments held by the
Council at each month end during the year. The peak in year was £17.1 million
and the average balance for the year was £13.5 million.

5.22

The funds earned an average rate of return for the year of 0.49%. The
comparable performance indicator is the average 3 month LIBID rate, which was
0.39%. The Council’s performance exceeds the benchmark by a good margin.

5.22

Overall investment earnings for the year totalled £102,000, which is £20,000
more than was predicted when the budget was set in February 2013 (£82,000).

6

Implications

6.1

Financial
The financial implications have been referred to throughout the report.

6.2

Legal
The legal implications have been referred to throughout the report.
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6.3

Human Resources
There are no human resource implications arising from this report.

6.4

Section 17 (Crime Prevention)
There are no implications arising from this report.

6.5

Human Rights Act
There are no identified implications in respect of the Human Rights Act 1998
arising from this report.

6.6

Data Protection
There are no implications arising from this report.

6.7

Risk Management
Treasury Management is a high risk area due to the large amounts of money
dealt with on a daily basis. However, the Council has a Treasury Policy and
Strategy in place which is approved each year for the following 12 months. The
Council also has advice on investment and lending from the leading company in
the field and has instituted a strict control and delegation of duties regime which
reduces all risks to a minimum.

6.8

Equality & Diversity
There are no identified implications arising form this report.

6.9

Best Value
The strategy ensures that best value is provided to the Council.

Previous Consideration - Nil
Background Papers – Available in Financial Services

ITEM NO. 8.8

APPENDIX
AUDIT AND GOVERNANCE COMMITEE
24 JUNE 2014
Annual Treasury Management Report 2013/14
1. PRUDENTIAL INDICATORS

2012/13

2013/14

2013/14

actual

estimate

actual

£'000

£'000

£'000

10,447

17,272

15,915

3.8%

4.9%

4.4%

Gross debt

88,839

91,574

88,836

Capital Financing Requirement as at 31 March

95,994

98,274

95,743

101,773

103,270

103,270

Operational Boundary for external debt

94,930

98,274

98,274

Actual external debt

88,839

92,378

88,836

100%

100%

100%

75%

75%

75%

£10 million

£10 million

£10 million

Capital Expenditure
Ratio of financing costs to net revenue stream (GF)

2. TREASURY MANAGEMENT INDICATORS
Authorised Limit for external debt -

Upper limit for fixed interest rate exposure
Upper limit for variable rate exposure
Upper limit for total principal sums invested for over 364
days

upper limit

lower limit

under 12 months

100%

0%

12 months and within 24 months

100%

0%

24 months and within 5 years

100%

0%

5 years and within 10 years

100%

0%

10 years and above

100%

0%

Maturity structure of fixed rate borrowing during 2013/14
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Certification of grant claims and returns
Introduction
We are required to certify certain of the claims and returns submitted by the
Council. This certification typically takes place some six to nine months after the
claim period and represents a final but important part of the process to confirm
the Council's entitlement to funding.

Key messages
A summary of all claims and returns subject to certification is provided at
Appendix A. The key messages from our certification work are summarised
in the table below and set out in detail in the next section of the report.
Aspect of
certification
arrangements

Key Messages

For 2012/13 we have certified two claims and one return with certifiable values
totalling £67.5 million.
This report summarises our overall assessment of the Council’s management
arrangements in respect of the certification process and draws attention to
significant matters in relation to individual claims.

Submission &
certification

All claims received by the required
deadline.


Green

Approach and context to certification

Accuracy of claim
forms submitted to
the auditor
(including
amendments &
qualifications

No amendments were required to the
NNDR return.


Amber

Arrangements for certification are prescribed by the Audit Commission, which
agrees the scope of the work with each relevant government department or
agency, and issues auditors with a Certification Instruction (CI) for each specific
claim or return.
Our approach to certification work, the roles and responsibilities of the various
parties involved and the scope of the work we perform were set out in our
Certification Plan issued to the Council in August 2013.

A Qualification Letter was issued for the
Pooling of Housing Capital Receipts claim
due to an on-going disagreement between
the Council and DCLG.
Minor amendments were required to the
Housing and Council Tax Benefit claim
but no qualification letter was necessary. A
significant improvement on prior years.
We believe there are areas where efficiency
can be improved and have made
recommendations to assist the Council.

Supporting working
papers
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RAG
rating

The Council provides excellent working
papers to support the claims, and all staff
fully participate in the audit process.


Green

4

ITEM NO. 10.5
Executive summary

The way forward
We set out recommendations to address the key messages above and other
findings arising from our certification work at Appendix B.
Implementation of the agreed recommendations will assist the Council in
compiling accurate and timely claims for certification and reduce the level of input
required, both from the Council and the auditor, during the certification process.

Acknowledgements
We would like to take this opportunity to thank the Council officers for their
assistance and co-operation during the course of the certification process.
Grant Thornton UK LLP
February 2014
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ITEM NO. 10.7
Results of our certification work

Results of our certification work
Key messages

This analysis of performance shows that:

We have certified two claims and one return for the financial year 2012/13 with
certifiable values totalling £67.5 million.

• All claims have been submitted on time by the Council and certified on time by
auditors for the last two years

The Council's performance in preparing claims and returns is summarised below:

• The level of amendments and qualifications necessary has reduced, with only
one claim qualified and one claim amended in 2012/13.
Details of the certification of all claims and returns are included at Appendix A.

Performance
measure

Target

Achievement
in 2012/13

Achievement
in 2011/12

No.

%

No.

%

3

100

4

100

Direction
of travel

Significant findings
A significant amount of time and effort on the Housing and Council Tax Benefit
claim, both by the Council and the auditor, was necessary on relatively low value
cells such as Non HRA, Modified Schemes and Extended Payments. However, for
2012/13 we were able to fully assess the impact of the issues identified and make
amendments to the claim, and as a result no qualification was necessary.

Claims submitted
on time

100%

Claims certified
on time

100%

3

100

4

100

We have recommended that the Council carry out more regular review of these
cases in order to identify and correct potential errors before the claim is submitted
for audit.

Claims certified
with amendment

100%

1

33

2

50

Certification fees

Claims certified
with qualification

100%

50

The Audit Commission set an indicative scale fee for grant claim certification
based on 2010/11 certification fees for each audited body. The indicative scale fee
for the Council for 2012/13 is £14,400.

1

33

2

Based on the results of actual certification work undertaken we have not proposed
any variation to this indicative scale fee. The final actual fee is therefore £14,400.

© 2013 Grant Thornton UK LLP | Certification work report for Cannock Chase District Council | January 2014

7

ITEM NO. 10.8
Appendices

Appendices

© 2013 Grant Thornton UK LLP | Certification work report for Cannock Chase District Council | January 2014

8
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Appendices

Appendix A: Details of claims and returns certified for 2012/13

Claim or return

Housing and Council Tax
Benefit

Value £

Amended?

Amendment (£)

Qualified?

Comments

36,205k

Yes

+251k

No

No qualification necessary as amendments were made for
the impact of all issues identified.
Amendment of £251k related to timing issue between the
2011/12 and 2012/13 financial years. An adjustment was
made in the previous year to reduce the value of the
2011/12 claim as it included £251k of benefits which
related to 2012/13, but a corresponding adjustment had
not initially been made to add this figure to the draft
2012/13 claim.

Pooling of Housing
Capital Receipts

1,089k

No

0

Yes

National Non Domestic
Rates

29,915k

No

0

No
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Long standing qualification issue relating to the noninclusion of mortgage receipts by the Council. Total value
of these receipts in 2012/13 was £5k.
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Appendices

Appendix B: Action plan
Priority
High - Significant effect on arrangements
Medium – Some effect on arrangements
Low - Best practice

Rec
No.

Implementation date &
responsibility

Recommendation

Priority

Management response

1

Review Extended Payment audit trails on a
regular basis for large cases and negative
amounts and review any such cases
identified for potential errors.

Medium

Regular checks are now in place.

Benefit Services Manager –
already implemented and so will
be evidenced at 2013/14
Subsidy Audit.

2

Review non HRA cases on a regular basis
to identify potential Civica cap errors.

Medium

Regular checks are now in place.

Benefit Services Manager –
already implemented and so will
be evidenced at 2013/14
Subsidy Audit.

3

Review modified scheme cases to ensure
that all corrections in relation to uprating
from the correct date have been identified
and actioned for the 2013/14 claim.

Medium

Regular checks are now in place.

Benefit Services Manager –
already implemented and so will
be evidenced at 2013/14
Subsidy Audit.

4

Continue to monitor end dates on SSP
cases and other time limited case types.

Medium

Weekly checks are now in place for all ‘time limited’
benefits

Benefit Services Manager –
already implemented and so will
be evidenced at 2013/14
Subsidy Audit.
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Appendices

Appendix C: Fees

Claim or return

2011/12 fee (£) *

2012/13 indicative
fee (£)

2012/13 actual fee Variance year
(£)
on year (£)

Housing and Council Tax
benefit

17,069

11,730

11,730

(5,339)

Pooling of housing capital
receipts

1,236

1,850

1,850

614

National non-domestic rates
return

1,671

820

820

(851)

Total

19,976

14,400

14,400

(5,576)

Explanation for significant variances
Level of issues arising significantly reduced.

* 2011/12 fee less 40% fee reduction applicable for 2012/13 onwards. This is shown in this way to make it comparable to the 2012/13 fee.

© 2013 Grant Thornton UK LLP | Certification work report for Cannock Chase District Council | January 2014

11

ITEM NO. 10.12

© 2013 Grant Thornton UK LLP. All rights reserved.
'Grant Thornton' means Grant Thornton UK LLP, a limited
liability partnership.
Grant Thornton is a member firm of Grant Thornton International Ltd
(Grant Thornton International). References to 'Grant Thornton' are
to the brand under which the Grant Thornton member firms operate
and refer to one or more member firms, as the context requires.
Grant Thornton International and the member firms are not a
worldwide partnership. Services are delivered independently by
member firms, which are not responsible for the services or activities
of one another. Grant Thornton International does not provide
services to clients.

grant-thornton.co.uk

© 2013 Grant Thornton UK LLP | Certification work report for Cannock Chase District Council | January 2014

ITEM NO. 11.1

Grant certification work plan
for Cannock Chase District Council
Year ended 31 March 2014
May 2014

Grant Patterson
Engagement lead
T 0121 232 5296
E grant.b.patterson@uk.gt.com
Andrew Reid
Senior Manager
T 0121 232 5289
E andrew.s.reid@uk.gt.com

© 2013 Grant Thornton UK LLP | Certification work plan | March 2014

ITEM NO. 11.2

Contents
Section

Page

1. Our approach to grant certification work

3

Appendix A Summary of expected claims and returns for the year ended 31 March 2014

7

© 2013 Grant Thornton UK LLP | Certification work plan | March 2014

2

ITEM NO. 11.3

Our approach to grant certification work

Introduction
Various grant-paying bodies require external certification of claims for grant or
subsidy and returns of financial information.
The Audit Commission makes certification arrangements with grant-paying bodies,
including confirming which claims and returns require certification and issuing
certification instructions. These instructions are tailored to each scheme and set
out the specific procedures to be applied in examining the claim or return. The
Audit Commission agrees the deadline for submission of each claim by authorities
and the deadline for certification by auditors.
As the Council's appointed external auditor, we undertake grant certification work
acting as an agent of the Audit Commission.
Certification arrangements
The Audit Commission's certification arrangements are designed to be
proportionate to the claim or return. The arrangements for 2013/14 are:

• for claims and returns over £500,000, we are required to assess the control
environment for the preparation of the claim or return and decide whether
or not to place reliance on it. Where reliance is placed on the control
environment, we are required to undertake limited tests to agree entries on
the claim or return to underlying records but not to undertake any testing of
the eligibility of expenditure or data. Where reliance is not placed on the
control environment, we are required to undertake all the tests in the
relevant certification instruction and use our assessment of the control
environment to inform decisions on the level of testing required.
In determining whether we place reliance on the control environment, we
consider other work we have undertaken on the Council's financial ledger and
any other relevant systems, and make appropriate use of relevant internal audit
work where possible.

• for claims and returns below £125,000, certification by us is not required,
regardless of any statutory certification requirement or any certification
requirement set out in grant terms and conditions
• for claims and returns above £125,000 and below £500,000, we are required to
perform limited tests to agree entries on the claim or return to underlying
records, but are not required to undertake any testing of the eligibility of
expenditure or data
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Role of all parties
The table below summarises the respective roles and responsibilities of the parties
involved in the certification process.
Party

Role & responsibility

Grant paying body

Sets conditions of grant and deadline for
submission for pre-certified and certified claims

Audit Commission

Issues certification instructions for auditor work

Council

Submits claims for certification to the Appointed
Auditor within grant paying body submission
deadlines

Appointed Auditor

Certifies claims in accordance with Audit
Commission certification instructions and within
certification deadlines
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The Council’s role in set out in more detail below:
• the Principal Corporate Accountant is responsible for ensuring that
supporting accounting records are sufficient to document the transactions
for which claims are made. These records should be maintained in
accordance with proper practices and kept up to date, including records of
income and expenditure in relation to claims and returns
• the Council should ascertain the requirements of schemes at an early stage to
allow those responsible for incurring eligible expenditure to assess whether it
falls within the scheme rules and to advise those responsible for compiling
claims and returns to confirm any entitlement
• the Council should ensure all deadlines for interim and final claims are met
to avoid sanctions and penalties from grant paying bodies
• grant-paying bodies usually require the Council’s certificate to be given by an
appropriate senior officer. This is typically the Head of Finance,
Governance and Assurance or an officer authorised by written delegated
powers
• the Council should monitor arrangements with any third parties involved in
the certification process.
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Claims history
The claims and returns certified in 2012/13 were:
• housing and council tax benefit claim
• national non-domestic rates return
• pooling of housing capital receipts
Due to changes in government funding, there are a number of schemes that either
finished in 2012/13 or where funding is no longer ring-fenced. For the Council
this means that there will be no certification under the Audit Commission regime
of the following schemes this year:
• council tax benefit (previously part of the housing and council tax benefit
claim)
• national non-domestic rates return

Our certificate
Following our work on each claim or return, we issue our certificate. The wording
of this depends on the level of work performed as set out above, stating either the
claim or return is in accordance with the underlying records, or the claim or return
is fairly stated and in accordance with the relevant terms and conditions. Our
certificate also states that the claim has been certified:
• without qualification
• without qualification but with agreed amendments incorporated by the Council
or
• with a qualification letter (with or without agreed amendments incorporated by
the Council).

In addition, where claims or returns require amendment or are qualified, this
increases the time taken to undertake this work, which may impact on the
certification fee.
Certification work fees
The Audit Commission sets an indicative fee for grant claim certification based
on 2011/12 actual certification fees for each council. The current indicative
2013/14 fee for the Council is £16,692 (compared to 2012/13 final fee of
£14,400). This fee reflects a revision to the original indicative fee as certification
of council tax benefit is no longer required as part of the Housing Benefit
Subsidy scheme and there is no certification of the national non-domestic rates
return. The fee is based on the following assumptions:
• there will be no change in the scope of our work due to the control
environment in place during the year
• the Council provides adequate working papers to support each entry in the
claim/return
• the Council’s staff are available to deal with our queries in a timely manner
and provide such explanations and supporting evidence necessary to support
entries.
Where there is any significant variation from these assumptions, we will discuss
a variation to the indicative scale fee with the Council and the Audit
Commission.
The Council has identified all claims and returns requiring certification and this
information is incorporated into Appendix A to this plan.

Where a claim is qualified because the Council has not complied with the strict
requirements set out in the certification instruction, there is a risk that grant-paying
bodies will retain funding claimed by the Council or claw back funding which has
already been provided or has not been returned.
© 2013 Grant Thornton UK LLP | Certification work plan | March 2014
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Administration
When each expected claim or return is completed, a copy of the signed claim
should be sent to Andrew Reid, Senior Manager at the following address:
Grant Thornton UK LLP
Colmore Plaza
20 Colmore Circus
Birmingham
West Midlands
B4 6AT
• The original claims and returns should be retained by the Council.
• If additional claims and returns are identified by either us or the Council they
will be incorporated into the appendix in this plan.
• All claims and returns listed in appendix A should be sent to us, even if below
the de minimis limit so that we can confirm that no certification is required.
We are required to report the value of these claims to the Audit Commission
in our annual certification report.
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Managing the certification process – our role
• We intend to certify all claims and returns in accordance within the
deadlines set by the Audit Commission. If we receive any claims after
the Council's submission deadline, we will endeavour to certify them
within the Audit Commission deadline but, where this is not possible,
within three months from receipt
• A copy of each certified claim or return will be sent to the relevant
named contact when the certification process is complete, along with a
copy of the qualification letter, where applicable
• Copies of the certification instructions can be provided on request for
any new claims or returns
• We expect to complete the certification of all claims by late 2014 and
will issue a grant certification report highlighting any issues that need to
be brought to the Council’s attention.
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Appendix A: Summary of expected claims & returns for the year ended 31
March 2014

Claim (CI reference)

Authority
deadline **

Certification
deadline **

Claim certified
in prior year

Prior year outcome

Housing benefits subsidy (BEN01) *

30/04/14

30/11/14

Yes

Claim amended but not
qualified

Pooling of housing capital receipts (CFB06)

28/06/14

27/09/14

Yes

Claim qualified due to
ongoing issue

* No certification of council tax benefit is required in 2013/14
** Indicative deadlines only – final deadlines to be confirmed by the Audit Commission
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