CANNOCK CHASE COUNCIL
MINUTES OF THE MEETING OF THE
AUDIT AND GOVERNANCE COMMITTEE
TUESDAY, 26 MARCH, 2013 AT 4.00 P.M.
IN THE CIVIC CENTRE, BEECROFT ROAD, CANNOCK
PART 1
PRESENT:
Councillors
Ball, G. (Chairman)
Gamble, B. (Vice-Chairman)
Anslow, C.
Bennett, C.
Also Present
31.

Bottomer, B.
Molineux, G. N.

Ms. P. Raithatha, Audit Manager, Grant Thornton
(Pragati.d.raithatha@uk.gt.com)

Apologies
An apology for absence was submitted on behalf of Councillor P. Snape.

32.

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.

33.

Minutes
RESOLVED:
That the Minutes of the meeting held on 6 December, 2012 be approved as a
correct record and signed.

34.

Internal Audit Plan 2013-14
Consideration was given to the Report of the Chief Internal Auditor (Enclosure 4.1
– 4.5 of the Official Minutes of the Council).
The Chief Internal Auditor gave an overview of the Report outlining the relevant
issues for consideration.
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The Committee was advised that the Annual Audit Plan was usually presented as
part of the Internal Audit Strategy. However there had been a delay in producing
the Strategy document due to the issuing of Public Sector Internal Audit Standards
which Internal Audit needed to comply with from 1 April, 2013. It was explained
that Cipfa was due to issue additional guidance to support the Standards in April
2013. The revised Terms of Reference and Audit Strategy would be presented to
the Committee once updated.
It was reported that the resources available for the delivery of the Audit Plan across
Stafford Borough Council and Cannock Chase District Council in 2013-14 were
detailed in Appendix 3 to the Report.
The Chief Internal Auditor advised that reports on all of the shared service audits
for 2013-14 would be presented to the Committee, other than the Leisure
Till/Booking System (XN Leisure) which was a Stafford only system.
Concern was raised with regard to the changes to the Housing and Council Tax
Benefits systems and the impact this could have on residents. Members
considered that this could lead to residents not paying their housing rents and
potentially leading to them becoming homeless. The Head of Governance advised
that the situation would be monitored and Members appraised of any issues as
appropriate..
RESOLVED:
That the Audit Plan for 2013-14 be noted.
35.

Internal Audit – Quarter 3 Report of 2012-13
Consideration was given to the Report of the Chief Internal Auditor (Enclosure 5.1
– 5.2 of the Official Minutes of the Council).
The Chief Internal Auditor reported that 12 audits had been completed to draft
stage and a further 12 audits were in progress at the end of quarter 3. It was
anticipated that the audit plan would be satisfactorily completed by the end of the
year.
RESOLVED:
That the contents of the Internal Audit Report for Quarter 2 of 2012-13 be noted.

36.

Strategic Risk Register
Consideration was given to the Report of the Head of Governance (Enclosure 6.1 –
6.4 of the Official Minutes of the Council).
The Head of Governance gave an overview of the report and explained that its
purpose was to provide Members with an update on the strategic risks that the
Council was facing in delivering its objectives. It was explained that Appendix 2 to
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the Report detailed the actions planned by Officers to address the risks.
RESOLVED:
That the progress in addressing the Strategic Risks be noted.
37.

Annual Governance Statement – Progress Report
Consideration was given to the Report of the Head of Governance (Enclosure 7.1 –
7.8 of the Official Minutes of the Council).
The Head of Governance gave an overview of the report and explained that it
detailed the progress in addressing the significant governance issues identified in
the Annual Governance Statement for 2011-12.
It was reported that, due to other priorities, it was anticipated that the Code of
Governance review and update would be carried out in 2013-14.
RESOLVED:
That the Progress Report on the Annual Governance Statement for 2011-12 be
noted.

38.

Grant Thornton Progress Report
Grant Thornton Update
Ms. P. Raithatha, Audit Manager, Grant Thornton, explained that the update gave
details of progress that was being achieved in the delivery of their responsibilities
as External Auditors. The paper also included a summary of emerging national
issues and developments that could be of relevance to the Council.
The Committee was advised that the 2012-13 final accounts audit would include:
o
o
o
o

Audit of the 2012-13 financial statements
Proposed opinion on the Council’s accounts
Proposed Value for Money conclusion
Return on whole of government accounts

The Annual Governance Report containing the External Auditors findings would be
presented to the Committee in September, 2013.
It was reported that two questions from the public had been received in respect of
the utilisation of Section 106 monies by the Council. The queries had been
responded to and it had been concluded that there were no matters which would
require the External Auditors to exercise formal audit powers and responsibilities.
It was explained that the Head of Finance was in the process of reviewing how
information was held on Section 106 balances.
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Certification Work Report 2011-12
Ms. P. Raithatha gave an overview of the Report and advised that Grant Thornton,
acting as agents of the Audit Commission, was required to certify claims submitted
by the Council. A total of 4 claims and returns had been certified for the financial
year 2011-12 with a total value of £60.4 million.
The findings of the External Auditors in relation to the management arrangements
and certification of individual grant claims and returns were identified within the
Report.
Communication with the Audit and Governance Committee – Audit Year 31 March
2013
It was explained that the purpose of the report was to contribute towards an
effective two-way communication between the auditors and those charged with
governance.
Ms. P. Raithatha gave an overview of the Report outlining out the relevant issues
for consideration.
It was explained that as part of the External Auditors risk assessment procedures,
they were required to obtain an understanding of management processes and an
oversight of the Committee’s awareness of the following areas:o
o
o
o

Fraud
Laws and Regulations
Accounting estimates
Related parties

Details of questions the Auditors had raised and management responses were
listed within the Report, together with key issues and recommendations on how it
was considered they could be addressed.
It was reported that although there was an on-going risk of fraud being committed
against the Council, arrangements were in place to both prevent and detect it
happening.
The Committee was advised that the Monitoring Officer was responsible for
ensuring the Council was compliant with Laws and Regulations. Processes were
in place, and there were no known instances of non-compliance.
A Member raised concern that he was not aware of the level of reserves that were
held by the Council and for what purpose. The Head of Governance advised that
the Head of Finance provides this information to the Council as part of the budget
and is provided to this Committee as part of the final accounts. .
It was explained that a number of arrangements were in place to identify, account
for, and disclose related party transactions and relationships.
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RESOLVED:
That the Progress Report be noted.

CHAIRMAN

The meeting closed at 5.15 p.m.
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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
25 JUNE 2013
STRATEGIC RISK REGISTER

1

Purpose of Report

1.1

To set out details of the Council’s Risk Management arrangements for managing
the Strategic Risks facing the Council in delivering its objectives.

2

Recommendations

2.1

That the Committee consider the effectiveness of the Council’s Risk
Management arrangements during the 2012/2013 financial year.

3

Key Issues and Reasons for Recommendation

3.1

At the end of the year, 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 1st
April 2012
1
11
0
12

Number of Risks at 31
March 2013
0
8
4
12

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

At the end of Quarter 4 the number of strategic risks remains at 12. All risk
scores have been reviewed and:
•

9 risks remain as they were when last reported to the Audit & Governance
Committee; and

•

3 risks have reduced from medium (Amber) to low (Green)




Risk No 5 Decision making is not evidence based;
Risk No 8 Budget Assumptions does not deliver required savings; and
Risk No 12 Disabled Facilities Grant (DFG) / Adaptions.

The current risk profile is summarised in the table at 3.1. Full details, including
the direction of travel for the period 1st April 2012 to 31st March 2013, can also be
found attached at Appendix 1.
5.2

Overall, this has meant that over the last year the following 4 potential risks have
been managed to below the tolerance level of Green:•
•
•
•

Shared Services with Stafford Borough Council;
Decision making is not evidence based;
Budget Assumptions do not deliver required savings; and
DFG / Adaptations

Some of the above risks will be deleted as part of the annual review
of strategic risks and development of the 2013/14 Strategic Risk Register as
they are now operational risks or are no longer considered to be strategic risks.
5.3

Actions have been identified to contain or reduce the risk for the 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.

ITEM NO. 4.3
5.4

A progress update for those actions due up to March 2013 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

Additional
al information can be found in the Strategic Risk Register (Appendix 2) in
the form of an ‘Overall Progress Summary’ for each risk, this
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
reducing risks since 1st April 2012:
Progress Indicator

Current position

No progress made in reducing the risk

0 Risks

Some progress made is managing the
risk

6 Risks

Risk on target to be reduced

6 Risks

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

ITEM NO. 4.4
6.8

Equality & Diversity
None

6.9

Best Value
None

7

Appendices to the Report
Appendix 1 – Summary of Strategic Risks 2012-13
Appendix 2 – Strategic Risk Register – Detailed

Previous Consideration
None

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

Appendix 1
SUMMARY OF STRATEGIC RISKS FOR 2012-13
AS AT MARCH 2013
Risk
No

Date Added
to Risk
Register

Score at
1 April 2012

Score at
31 Mar
2013

Corporate
Director

Jun-11

MEDIUM

12

13 Refurbishment of Chase
Leisure Centre

Head of
Commissioning

Jun-11

MEDIUM

12

15 Failure to agree a Local
Plan for the District

Head of
Planning &
Regeneration

Jun-11

MEDIUM

12

4

Potential Risks

Commissioning and
management of services

Risk Owner

Direction
of Travel

↔
↔
↔

1

Insufficient Capacity

Chief
Executive

Feb-08

MEDIUM

9

2

Lack of Staff Wellbeing/Low
Morale

Chief
Executive

Jun-11

MEDIUM

9

Head of
Environmental
Services

Jun-11

MEDIUM

9

↔
↔
↔

Chief
Executive

Jun-11

MEDIUM

8

↔

Head of
Housing

Jun-11

MEDIUM

8

↔

Jun-11

MEDIUM

6

↓

Head of
Governance

Jun-11

MEDIUM

6

↓

Head of
Finance

Mar-11

MEDIUM

4

↓

Head of
Environmental
Health

Jun-11

HIGH

4

↓

11 Additional burial space

3

District's needs not
recognised by external
stakeholders

10 Regeneration strategy for
Moss Estate, Chadsmoor
5

Decision making is not
evidence based

7

Shared Services with
Stafford Borough Council

8

Budget Assumptions do not
deliver required savings

12 Adaptations (DFGs)

Head of Policy

Key to Direction of Travel

↓

Risk has decreased

↔

Risk level unchanged

↑

Risk has increased

Appendix 2
STRATEGIC RISKS REGISTER
Ref No: 1

Risk: Insufficient Capacity (Strategic Management, Operational and new projects)

Score: 3

x3=9

Consequences Of Risk:
• Priority outcomes not achieved
• Lack of Horizon scanning/ Lost opportunities/ Opportunities for savings or service improvements missed/ New legislation not implement /
not keeping an eye on emerging issues
• Operational failure
• Potential to take advantage of synergies with other organisations lost to District
• Lack of contingency to deal with the unexpected
• Customer dissatisfaction – injury to reputation/customer services/communications through inability to maintain prompt & effective service
to the public
• Financial management compromised - Projects not delivered to time and within budget
Risk Owner: Chief Executive
Portfolio: Corporate Improvement
Links To Priority for: Transformation:
• Provide services which meet the needs of the community
Controls in Place:
• Budget Setting Process (Delivering Change) – The internal process by which CCDC reviews and agrees its corporate priorities and
service priorities which underpin the formal budget process. Outcomes from this process include public consultation, agreed Priority
Delivery Plans, policy options and a Cabinet proposed Budget for determination by Council.
• Sharing of Management with Stafford BC - CCDC and SBC share a range of predominantly back-office services. (Finance, ICT, HR,
Building Control, Audit, Risk and Resilience & Legal) arrangements are based on a lead authority model with a broadly even share of
services between the two Councils
• Partnerships with other organisations
• Priority Delivery Plan’s and Monitoring

Appendix 2
Actions Planned

Timescale/Person
Responsible

Progress/Comments

Leadership Team and Wider Management Team are
encouraged to work creatively to re-design
design service
delivery as appropriate.

Ongoing
Chief Executive

Sessions with Leadership Team and Wider Management
Team were undertaken (July 2012) to encourage creativity
in transformation and to enable
ena
services to be delivered in
cost effective ways.

A Sustainable Community Strategy has been produced
and agreed by the Local Strategic Partnership that aims
to promote and improve the social, economic and
environmental well-being of Cannock Chase District.

Ongoing
Head of Policy

A delivery plan for Crime and Community Safety has
ha been
developed that identifies actions and resources the
partnership will deploy to achieve the priority.
Daily briefings with Partners take place to ensure
information is shared in a timely manner.
Work is being undertaken by newly developed partnership
groups on delivery plans for Health & Wellbeing and
Enterprise & Skills respectively.

Ongoing
CEO and Corporate
Director - manage
expectations
PDP Lead Officers and
Cabinet Portfolio
Leaders

Performance reports monitoring progress on actions
identified in PDP’s are considered by Leadership Team,
Cabinet, Scrutiny on a quarterly
quarte basis and to full Council in
the annual report.
PDP’s for 13/14 were agreed at Council in February 2013.
Council agreed a balanced budget for 2013/14 to 2015/16
in February 2013.

Delivery plans are required by the Local Strategic
Partnership to deliver cost effective joined up services
where appropriate to deliver against those identified
priorities
Council agreed PDP’s that define actions and resources
the Council will deploy to deliver against a defined
programme of known works/actions to be delivered
within the financial year

Overall Progress Summary:: This will remain an ongoing issue and officers are undertaking a number of activities and
implementing controls that will enable the Council to monitor this. At present the controls in place and actions identified are
progressing well and will be continuously
nuously monitored.

AMBER

Appendix 2
Ref No: 2

Risk: Lack of Staff Wellbeing, low morale and motivation, which impacts on
service delivery

Score: 3

x3=9

Consequences Of Risk:
• Reduction in staff numbers – may lead to specific knowledge & skills leaving organisation, knowledge not transferred and retained
• Re-population of the organisation – may lead to not having the right people available with the right skills in the right place at the right
time to fulfil commitments of the Council
• High levels of staff turnover, absenteeism, inability to recruit and retain qualified staff
• Unable to fulfil service delivery, services not aligned to needs of customers
• Staff dissatisfaction - effects on productivity, inefficiency, lack of focus, waste of resources
• Breakdown of relationships with recognised Trade Unions – potential for industrial action
• Savings in required change programmes not delivered
• Safeguarding not satisfactorily managed
Risk Owner: Chief Executive
Portfolio: Corporate Improvement
Links To Priority for Transformation:
• Provide services which meet the needs of the community
• To provide services that are good value for money
Controls in Place
• Attendance Management and monitoring
• Other HR policies
• Personal Development Reviews
• Wider Management Team Sessions
• Internal Communications
• Leisure Facility Corporate Membership

Appendix 2
Actions Planned

Timescale/Person
Responsible

Progress/Comments

Staff Working Group looking at proposals for a revised
Policy as part of the HR sharing services transformation
work programme; to include a review of Occupational
Health provider – looking at wellbeing / counselling /
support offered to assist earlier return to work

Head of HR

Leadership Team receive monthly monitoring reports and
determine actions for consideration at dates to be
determined.
A paper is being submitted to Leadership Team in April 13
about sickness statistics, in particular this focuses on
periods of significant organisational change and increased
levels of sickness absence.

As part of HR sharing services transformation work
programme opportunities are to be maximised to review
and align HR policies inc. Discipline & Grievance,
Flexible working, Home working

Head of HR in
Final policies were approved by Leadership Team in
consultation with Wider December 2012 and issued in January 2013.
Management Team
and recognised Trade
Unions

Staff facilities and working environment currently being
reviewed.

Chief Executive

Following the Mouchel report a Business Plan is being
developed and a cross partnership Accommodation
Working Group has been established to progress work in
respect of this.

Overall Progress Summary:: As capacity has been identified as a risk this will inevitably have an impact on staff wellbeing
and moral. Services continue to be delivered at the highest possible standard by the Council’s employees. The Chief
Executive and Leadership Team have identified a number of controls that are being pro
progressed
gressed and are regularly monitored
and where further action is required it is acted upon appropriately.

AMBER

Appendix 2
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 for Prosperity:
• Facilitate economic growth through job creation
• Deliver Community regeneration and development
Controls in Place
• Participation and network within District and County Local Strategic Partnerships
• Membership and involvement of regional bodies i.e. Birmingham Local Enterprise Partnership, HCA
• Membership of National and Regional District Chief Executives Network and West Midlands Councils
• Maximising opportunities presented
d by memberships and involvement in District Council’s Network (i.e. collective consultation
responses nationally)
• Maximising opportunities presented by involvement in Staffordshire’s Chief Executive and Leaders network.
Actions Planned
Identify strategic gaps in funding opportunities
externally

Timescale/Person
Responsible
QTR 3
Head of Planning &
Regeneration

Progress/Comments
The Council was successful in securing Growing Places
Funds and are still waiting to hear on European funding

Overall Progress Summary:: A Cabinet decision was taken in September 2012 to pool Business Rates with the Greater
Birmingham & Solihull LEP and the Council are actively involved and represented on the Board. The Council is also now
represented on the Stoke & Staffordshire
fordshire LEP Board. 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.

AMBER

Appendix 2
Ref No: 4

Risk: Failure to ensure services are effectively commissioned, managed and
deliver value for money

Consequences Of Risk:
• Poor service
• Complaints
• Negative press
• Lack of understanding of costs and/or performance
• Expensive services
• Poor performing services
• Financial Loss
• Not meeting identified needs of the district population
Risk Owner: Corporate Director

Score: 3

Portfolio: Culture & Sport / Environment

Links To Priority for People, Place & Transformation:
• Promote health and wellbeing (with a focus on health lifestyle choices)
• Increase participation in physical activity
• Improve and protect our parks, green spaces and living environment
• To provide services that are good value for money
Controls in Place:
• Head of Commissioning post
• Contract monitoring meetings
• Contract Terms & Conditions
• Specifications / outcomes
• Benchmarking for some services
• Performance information for some services
• SLA with Chase Advice Centre

x 4 = 12

Appendix 2

Actions Planned

Timescale/Person
Responsible

Progress/Comments

Contract Management Handbook and training

2013-14
Head of Governance

This will form part of the Procurement Shared Service
Transformation work but isn’t scheduled until 2013-14.
2013
A Contract Management handbook has been developed to
manage the contract with Wigan Leisure & Culture Trust.
Tru

Review of in house Grounds Maintenance & Street
Scene services within 18 months.

4th QTR
Head of Environmental
Services

A report will be submitted to Cabinet in Quarter 1 2013/14
containing the detail of an external review of the services
by the Association of Public Services Excellence.

Commissioning Strategy

Mar 13
Head of Commissioning

Pilot scheme to be set up to test VFM methodology

QTR 4
Head of Governance

Wider Review of Voluntary Sector Commissioning

QTR 4
Head of Commissioning

Further work is required to develop a Corporate
Commissioning Strategy including incorporating a revised
Procurement Strategy which at this stage is still under
review. When this is completed the Commissioning
Strategy will be progressed during 2013/14.
VFM methodology has been revised and discussed at
Leadership Team. The pilot has been included in the
Transformation PDP for 2012-13.
2012
No further progress has
been made on this.
Following completion of the Chase Leisure Centre project
work is now to be progressed during 2013/14.

Overall Progress Summary:: The new commissioning arrangements for the Council’s leisure services have been
established with a clear framework for managing the relationship and service delivery by WLCT. Progress is being made
to strengthen the commissioning arrangements for volunt
voluntary
ary sector services. The review of the future options for
provision of grounds maintenance and street scene services is underway, completion is anticipated in April 2013. Overall,
current management capacity is delivering progress and developing controls to manage these risks.

AMBER

Appendix 2
Ref No: 5

Risk: Decision making is not evidence based

Score: 2 x 3 = 6

Consequences Of Risk:
• Unable to achieve Council priority outcomes, Community need will not be met
• Inequality between Cannock Chase and Staffordshire would increase
• External funding opportunities would be missed
• State dependency within Cannock Chase would increase
• Customer satisfaction will decline and the Council’s reputation would be damaged
Risk Owner: Head of Policy
Portfolio: Corporate Improvement
Links To Priority for Transformation:
• Provide services which meet the needs of the community
• Improve the effectiveness of communications with our residents
• Involve residents in shaping and improving our services
Controls in Place
• Annual needs analysis prepared and provided for consideration to Cabinet for the policy/budget setting process, corporate plan and
community strategy
• Report template which includes details of needs/evidence to support the recommendation
• 2011-14 Communications Strategy and Improvement Plan were informed by evidence collated in the annual Communications survey
both internally & externally and hence all Corporate communications activities are evidence based.
• Horizon scanning is conducted annually by Leadership Team to identify forthcoming changes to legislation, service requirements and
financial planning.

Appendix 2
Actions Planned
Priority Delivery Plans for 2013-2014

Timescale/Person
Responsible
QTR 4
Head of Policy

Progress/Comments
The delivering change process has commenced with
Horizon Scanning (15 May 2012) and Cabinet Conference
(31 May 2012)
PDP’s have been redesigned as high level ‘portfolio
delivery plans’ to enhance the alignment between council
priority outcomes and operational service delivery. These
received
ceived Cabinet recommendation and ultimately Council
approval in 2013.

Overall Progress Summary:: The evidence base for informing the decision making process is provided for Members and
Officers. There is a Needs Analysis for the district and ward profil
profiles
es are now available for each of the 15 wards, to be
updated annually. Further analysis and communication of Census 2011 data is on
on-going
going and will be provided to decision
makers. Work is also on-going
going to produce a District Enhanced Strategic Needs Assessm
Assessment to inform multi--agency Public
Health commissioning.
PDPs have now been redesigned as Portfolio Delivery Plans with the focus on services’ delivery of actions to deliver
strategic outcomes based on evidenced needs.
The Equality Impact Assessment process introduced in 2012/13 is intended to focus strategic decision making on the
potential effects of Council actions and services on individuals and communities.

GREEN

Appendix 2
Ref No: 7

Risk: Shared Services with Stafford Borough Council (savings not delivered,
service standards not maintained)

Consequences Of Risk:
• Negative public relations
• Impact on reputation
• Employee dissatisfaction
• Customer dissatisfaction
Risk Owner: Head of Governance

Score:

2X3=6

Portfolio: Corporate Improvement

Links To Priority for Transformation:
• To provide services that are good value for money
Controls in Place
• Strategic Board
• Programme Board
• Service Level Agreements
• Client meetings
• Trade Union meetings
• Transformation Plans
Actions Planned
Scrutiny Committee to monitor on-going
going delivery of
Shared Services (including the transformation plans)

Timescale/Person
Responsible
½ yearly
Head of Governance

Progress/Comments
Scrutiny Committee noted the outcome of the review of
shared services
s undertaken by the Members Working
Group (12 July 2012). Scrutiny Committee to receive
further progress reports at six monthly intervals, which will
include delivery of savings, performance levels etc

Overall Progress Summary:: The majority of the financial savings have been delivered. No issues have been identified
with service standards. Progress for 2012/13 to be reported to the Scrutiny Committee in July 2013.

GREEN

Appendix 2
Ref No: 8

Risk: Budget Assumptions, including funding arrangements, do not deliver
required savings and deliver a balanced budget.

Score:

1x4=4

Consequences Of Risk:
• Compensatory savings to be identified e.g. reductions/cuts in service
Risk Owner: Head of Finance
Portfolio: Corporate Improvement
Links To Priority for Transformation:
• To provide services that are good value for money
Controls in Place
• Clear Accountability
• Performance management
• Project management
• Working balances
• Priority Delivery Plans
• Reality assessments for delivery
• Financial Planning
• Pooling of Business Rates
Actions Planned

Timescale/Person
Responsible

Progress/Comments

Evaluation of Business Rates Retention/Funding
streams

QTR3
Head of Finance

Information received in December 2012 was reviewed and
considered as part of budget process.

Membership of Business Rates pool

QTR 2
Head of Finance

Membership implemented January 2013.

Overall Progress Summary:: A balanced budget has been achieved.

GREEN

Appendix 2
Ref No: 10

Risk: Failure to implement a regeneration strategy for the Moss Estate, Chadsmoor

Score:

2x4=8

Consequences Of Risk:
• Reema houses on the estate will deteriorate further and require more extensive structural reinstatement works
• Estate and environment will deteriorate
Risk Owner: Head of Housing
Portfolio: Housing
Links to Priority for Place:
• Maintain and improve the facilities and energy efficiency of the Councils housing stock.
Controls in Place
• Agreed Regeneration Strategy
• Initial regeneration timetable in place
• Funding in the HRA Business Plan
• Approved reinstatement scheme
Housing & Compensation (homeless & disturbance) polices
• Re-Housing
• Approved Reinstatement Scheme for Reema Houses
• Agreed Development Brief for Reema Flats
Actions Planned

Timescale/Person
Responsible

Progress/Comments

Structural Reinstatement of Reema Houses:
Start on Site

QTR 3
Housing Property Services
Manager

Report to Cabinet December 2012 with approval being
given, contractors commenced on site February 2013.

QTR 4
Strategic Housing Manager

Final development brief agreed by Cabinet February
2013.

Re-Development of Reema Flats:
Final Development Brief

Overall Progress Summary:: Structural reinstatement work in respect of the 63 Reema houses commenced in February 2013 and is
programmed for completion in February 2014. A development brief for the redevelopment of the 170 Reema flats was agreed in
February and the procurement process to select a development partner from the HCA’s Partner Delivery Panel is programmed for
completion in December 2014. In the meantime the existing Reema flats tenants are being rehoused and 112 are now vacant.

GREEN

Appendix 2
Ref No: 11

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

Score:

3x3=9

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

Portfolio: Health / Transformation

Links To Priority for Transformation
• Provide services which meet the needs of the community
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
Actions Planned

Timescale/Person
Responsible

Progress/Comments

Evaluation test holes during winter 2012/13

QTR 4
Parks & Open Spaces
Manager

Test holes have been sunk at the selected site and
monitoring of these has commenced and has been
extended into the new year. A Report was due to go to
Cabinet in early 2013 but due to the wet year and recent
snow the test results proved inconclusive and further tests
are planned for this summer. It is expected that test
results will be ready for interpretation before the end of the
summer 2013.

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

QTR 4
Parks & Open Spaces
Manager

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

Overall Progress Summary:: Progress has been hampered by the extremely wet weather conditions experienced
throughout the summer and autumn of 2012 which has necessitated monitoring of the selected site being extended well
into 2013. A consultant has been appointed to produce a Tier 2 Sur vey which will then be submitted to the EA for their
approval.

AMBER

Appendix 2
Ref No: 12

Risk: Failure to secure adequate funding to fully meet the needs of all vulnerable
people who require adaptations to remain in their own homes

Score: 2

X2=4

Consequences Of Risk:
• Unable to meet demand for Disabled Facilities Grants
• Legal challenge for failure to deliver statutory duty
• Reduction in Government funding for 2013-14 due to reduced spend in 2012-13
• Criticism
• Poor public relations
• Customer dissatisfaction
Risk Owner: Head of Environmental Health
Portfolio: Health & Wellbeing
Links To Priority for People:
• Support people to live independently in their own homes
Controls in Place;
• In the 2013 – 2016 budget approved by Council sufficient funding has been identified for each of the 3 years. Provided tha there is no
surge in demand or reduction in Government funding then the Council will have the necessary funds to meet its obligations in respect of
providing disabled adaptations in privately owned dwellings;
• Continued work to identify alternative funding
Actions Planned

Timescale/Person
Responsible

Progress/Comments

Looking at alternative funding

On-going
Head of Environmental
Health

Alternative funding mechanisms are currently being
explored.

There is a need to submit a bid to CCG Governing
Body.

On-going
Head of Environmental
Health

The bid to the CCG will require provision of evidence to
back up request for funding. The Staffordshire & Stoke-onTrent Partnership Trust is carrying out analysis in Rugeley
which will be used when completed. The CCG does not
become fully operational until 1 April 2013. Subject to the
required evidence being available a bid will be submitted in
quarter 1 of 2013/14.

Appendix 2
Actions Planned
Information to be provided to Members on the
outcome of discussions with the Healthcare providers
on alternative funding as part of 2012/13 budget
preparation

Timescale/Person
Responsible
QTR 3 / 4
Head of Environmental
Health

Progress/Comments
This will be dependent on the outcome of the above bid.

Overall Progress Summary: During 2012/2013 the risk was effectively managed and the target numbers of adaptations
were delivered within budget.

GREEN

Appendix 2
Ref No: 13

Risk: Chase Leisure Centre Refurbishment Project: budget overspent, contractor
goes into administration, potential legal dispute with Contractor.
(Risk Description revised in Quarter 3)

Consequences Of Risk:
• Impact on contract with WLCT
• Impact on budget
Risk Owner: Head of Commissioning

Portfolio: Culture & Sport

Links To Priority for People:
• Promote health and wellbeing (with a focus on health lifestyle choices)
• Increase participation in physical activity:
Controls in Place
• Contract in place which includes clauses for non/delayed completion
• Leisure Project Board
• Independent Technical/ legal advisors
• Contingencies and reserves provide for cover of key risks

Score:

3 x 4 = 12

Appendix 2
Actions Planned

Timescale/Person
Responsible

Progress/Comments

Cost reports being prepared and considered by
Project Board

Ongoing
Head of
Commissioning

Cost reports continue to be monitored regularly by Project
Team including Finance representative

Frequent meetings with contractor and technical
advisors

Ongoing
Head of
Commissioning

Fortnightly technical meetings and monthly site meetings
are held with contractors and the Council’s professional
advisors.

Manage completion of Phase 3

QTR 2
Head of
Commissioning

Project achieved practical completion on 28th February and
was opened to the Public on 8th March 2013.
The Council is currently taking legal and professional advice
to finalise its position with regard to damages claims from
the contractor resulting from the delay of the project.

Overall Progress Summary:: Although the project is completed the score remains the same due to the potential for a legal
dispute.

AMBER

Appendix 2
Ref No: 15

Risk: Failure to agree a Local Plan for the District

Score:

3 x 4 = 12

Consequences Of Risk:
• Planning by appeal
• Reduced ability to secure funding for infrastructure
• Inability to deliver a planned spatial strategy for development of the district
• Additional costs incurred from evidence base becoming obsolete
Risk Owner: Head of Planning & Regeneration
Portfolio: Economic Development & Planning
The Local Plan, as part of the Council’s Strategic Policy Framework, contributes across all priorities.
Controls in Place
• Process for consultation with the public, developers, stakeholders and partners
• Process for engagement with members through Policy Development Committee
• Process to secure Cabinet endorsement of Local Plan drafts
Actions Planned
Publication Version of Local Plan

Timescale/Person
Responsible
QTR 4
Head of Planning &
Regeneration

Progress/Comments
Version of Local Plan was considered and approved by
Council January 2013. A further period of public
consultation is underway.

Overall Progress Summary: Progress is currently on track for Local Plan being submitted for examination in 2013.

GREEN

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

Head of
Governance
Judith Aupers
4411
No
Audit &
Governance only

Audit & Governance Committee
25th June 2013
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 2012-13;

(ii)

note that Internal Audit is operating effectively and can be relied upon
when considering the Annual Governance Statement for 2012-13.

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 Cipfa Code of Practice for Internal Audit;

(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 and the s151 Officer

ITEM NO. 5.2
3.3

In addition to the review against the professional standards a review has also
been undertaken of the performance and quality of the service.

3.4

The review has shown that Internal Audit is operating effectively and can be
relied upon when considering the Annual Governance Statement for 2012-13

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

The review has only been a light-touch this year and has generally sought to
confirm that there have been no significant changes since the review done for
2010-11. It was felt that a light touch view was appropriate given that:
•
•

the audit service has been undergoing a review of it’s working practices
as part of the Shared Services Transformation process; and
the Public Sector Internal Audit Standards (PSIAS) were launched to take
effect from 1st April 2013.

5.2

The independent review, which included a review of both of the selfassessments, concluded that there were no areas of non-compliance with the
Code of Practice for Internal Audit or the paper on the Role of the Head of
Internal Audit. For the areas of partial compliance the effectiveness of the
section was not considered to be seriously affected; a small number of the areas
partial compliance with the Cipfa Code is considered to be acceptable due to
local circumstances.

5.3

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

5.4

the Cipfa Code of Practice for Internal Audit - 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 2012-13, the Internal Audit Service has
met its key performance targets. The section has delivered 100% of the planned
audit work in the year, has received a 92% satisfaction score on the post audit

ITEM NO. 5.3
questionnaires and the External Auditor has stated that they are happy to place
reliance on the work of Internal Audit.
5.5

In previous years an action plan has been produced to improve areas of partial
compliance. A separate action plan has not been produced this year and there
are 2 reasons for this:
(i)
(ii)

the service has a Transformation Plan which has been used to drive
improvements in the Internal Audit Service and this has been followed in
2012-13.
The PSIAS which the section will have to conform with from 1st April 2013
whilst being generally similar to the Cipfa Code of Practice there are
some additional requirements and changes in emphasis from the existing
requirement. A gap analysis will be prepared and the resulting action plan
will be presented to the Audit Committee at a meeting later in the year.

5.6

As part of the PSIAS, Internal Audit will be required to produce a Quality
Assurance and Improvement Programme. As part of the development of this the
future options for the delivery of the review of the effectiveness of Internal Audit
will be considered. This will include a mandatory external independent review on
a periodic basis. The options for undertaking the external review will be brought
to the Committee for consideration in due course

5.7

Overall, the review has shown that the internal audit is operating effectively and
can be relied upon when considering the Annual Governance Statement 201112.

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

ITEM NO. 5.4
6.7

Risk Management
None

6.8

Equality & Diversity
None

6.9

Best Value
None

7

Appendices to the Report

Appendix 1 - Summary of Compliance with the Cipfa Code of Practice for Internal Audit
Appendix 2 – Summary of Compliance with Cipfa’s paper on the Role of the Head of
Internal Audit.

Previous Consideration
None

Background Papers
File with the Chief Internal Auditor

Appendix 1
SUMMARY OF COMPLIANCE WITH THE CIPFA CODE OF PRACTICE FOR INTERNAL AUDIT 2012-13
Adherence to the Standard

Yes

1. Scope of Internal Audit
There are terms of reference in place which meet the requirements of the Cipfa Code of Practice for Internal Audit. The TOR are approved by the Audit & Governance
Committee.



The organisation's assurance, risk management arrangements and monitoring mechanisms are taken into account when determining Internal Audit's work and where effort
should be concentrated. The audit plan methodology has links to the output from the risk management process and an exercise was carried out to map the assurance to the
items on the strategic risk register to the Audit Plan.



The terms of reference define Internal Audit's role in fraud & corruption and consultancy work. Internal Audit does not undertake much consultancy or fraud & corruption work.
Where it does appropriate staff are assigned depending on knowledge and skills. A contingency is held to cover such work but if it is likely to exceed this and impact on the
plan, then this would be reported to the Audit Committee. The Council's anti-fraud & corruption policy requires Internal Audit to be notified of all suspected or detected fraud,
corruption or impropriety



2. Independence
Internal Audit is independent of the activities it audits. The Head of Governance has responsibility for other non-audit areas so independence is compromised at that level but
safeguards are in place so that Chief Internal Auditor can report findings directly to the Chief Executive where necessary. Internal Audit undertakes a minimal amount of nonaudit duties – it undertakes financial appraisals as part of the tendering process; this does not have any significant impact on its independence.



Internal Audit has sufficient status to demonstrate its independence. The Chief Internal Auditor has direct access to the Chief Executive, Monitoring Officer, S151 Officer and
the Audit Committee. The CIA reports in his own name



The CIA reports to Head of Governance, who is a member of Leadership Team The Head of Governance reports directly to the Chief Executive and has an audit background.
The CIA can report directly to the Chief Executive where necessary.



Audit staff are required to make formal declarations of interest and the audit planning process takes account of any such declarations of interest



3. Ethics for Internal Auditors
The CIA periodically reminds audit staff of their ethical responsibilities. All staff are reminded of the contents of the CIPFA code and the Council’s own Code of Conduct.



The internal audit team has established an environment of trust and confidence. Staff appear to have trust in Auditors to offer good advice etc. There are no concerns over
lack of confidentiality. There is no evidence to suggest that integrity has been compromised



Internal auditors are perceived as being objective and free from conflicts of interest. Staff are rotated on regular/ annually audited areas as much as possible depending on
experience and work available. However there are limitations on this due to the small team. Also there can be advantages to the same person doing an audit on a couple of
consecutive occasions and this is done. Try to rotate every so often to widen experience and avoid cosy relationships or to allow a fresh pair of eyes to look at the system.



So far as is reasonably possible the Chief Internal Auditor ensures that audit staff have sufficient knowledge to undertake each audit assignment.



Internal audit staff understand their obligations in respect of confidentiality. The importance of confidentiality is outlined on the front of all reports and in the annual declaration
by auditors.



Partial

No

Appendix 1
Adherence to the Standard

Yes

Partial

4. Audit Committees
There is an Audit Committee in place and there is an effective working relationship between the committee and Internal Audit. Pre-meetings are held with the Chair of the
Committee as appropriate and there is a good dialogue with all members at the committee.



The Committee approves the audit plan and the audit strategy. The Committee also receives quarterly reports in relation to performance of internal audit.



The Chief Internal Auditor attends the committee and contributes to its agenda. The CIA reports on the progress of audit work quarterly and a full annual audit report is
presented to the committee. The CIA has pre-meetings with the Chair where necessary, which provides opportunities to discuss matters in detail.



5. Relationships
There isn’t a comprehensive written protocol that defines the working relationship for Internal Audit with management, members and other parties. However, the Head of
Governance and the Chief Internal Auditor seek to maintain effective relationships between internal auditors and managers and details are contained in the Terms of
Reference for Internal Audit. CIA and Head of Governance attend WMT/Corporate Forum and network with other managers. Regular contact is maintained with key managers
where large issues are identified or areas regularly audited. The Audit Plan is discussed with Managers and an opportunity given to influence timing, though cannot always
take into account managers wishes. The establishment of the Audit & Governance Committee has helped to develop a good working relationship with members.
Meetings are held as and when appropriate with the External Auditors – to be formally scheduled in future. Internal Audit advise the External Auditors of its Audit Plan and
aims to deliver the audits which External Audit will rely on by the dates they require. Internal Audit are consulted by External Audit when they are preparing their plans.
External Audit rely on the work of Internal Audit after completing a review of files.





6. Staffing, Training and Continuing Professional Development
Internal Audit is appropriately staffed (numbers, grades, qualifications, personal attributes and experience) to achieve its objectives and comply with these standards.
Both the CIA and Head of Governance are CIPFA qualified with a number of years audit and management experience. The team also has 1 ACCA qualified member, 1 Cipfa
Qualified Member, 1 FMIIA and 1 AAT qualified. All staff have a minimum of 7 years Internal Audit Experience.



The CIA has access to appropriate resources where the necessary skills and expertise are not available within the internal audit team. A budget is available to buy in IT audit
expertise but this only funds 5-6 computer audits per annum. There is no funding for other specialist work that may be required or to cover shortfalls in delivery of the audit
plan due to high levels of sickness or prolonged vacancies.



All internal audit staff have appropriate job descriptions and person specifications although a rolling review is taking place to ensure that they are fully up-to-date post shared
services.



The skills and competencies for each level of auditor are outlined in the person specification for each post, though a full competency framework is to be developed for each
post in the near future. Individual auditor’s performance is assessed annually as part of the Council’s personal development review process and any training needs are
identified. Training needs are also reviewed when necessary throughout the year.



No

Appendix 1
Adherence to the Standard

Yes

7. Audit Strategy and Planning
There is an internal audit strategy for delivering the service the strategy covers those requirements outlined in the Cipfa Code.



A risk-based plan is in place. The plan is informed by the organisation’s risk management process, the CIA also carries out his own assessment as part of the audit planning
process. The draft plan was discussed with the s151 Officer and taken to Leadership Team for comments prior to finalising it for approval by the Audit Committee.
The plan is for a period of 12 months and lists each audit area by priority (risk score). The plan identifies the time allowed for each review. The plan includes a contingency
provision to allow additional work to be carried out either in relation to the investigations or additional assurance work due to emerging issues in the year. Where necessary
items may be moved off the planned work in the year if other items are deemed to be of a higher priority. If this occurs any changes to the plan are reported to the Committee.
The plan is reported to the Audit Committee. Any matters that may jeopardise delivery of the audit plan are included in the quarterly progress reports to the Committee.



8. Undertaking Audit Work
A brief is issued to the relevant Service Lead Officer and a signed copy is requested to be returned. Auditors should also discuss and agree the scope of the audit with the
relevant Service Manager. The audit briefs cover the requirements laid out in the Cipfa Code. Auditors should keep the Chief Internal Auditor informed of progress and major
weaknesses discovered. Where relevant these will be raised with the relevant managers either informally or more formally in the case of an interim memo where the
weaknesses are more significant. All audits are subjected to a file review process by the Chief Internal Auditor or senior member of the team prior to reports being issued.



The CIA has defined the standard for audit documentation and working papers. Standard templates are used. Quality reviews by the CIA ensure that the defined standard is
followed consistently for all audit work.



Working papers should be clear and concise and give references to allow the same sample to be re-examined if necessary. Working papers should indicate the sample size
and where the sample has been taken and include a summary of the findings. Testing schedules should also indicate fuller details for the sample. The working paper should
summarise the auditor’s findings so that the conclusions can be included in the full report where relevant.



There a defined policy for the retention of all audit documentation, both paper and electronic. A retention policy was agreed across Staffordshire by the Chief Auditors. All files
are stored in locked cupboards. Only audit staff have access to the electronic files. Access to files is restricted to those who need to see them. If copies of reports are to be
issued to others the client department will be asked to confirm that they are happy for them to be released.



9. Due Professional Care
The Council’s Code of Conduct covers many of the requirements governing the conduct of audit staff in carrying out their work. The Audit Manual gives details on more
specific audit issues and all auditors aware of the Cipfa Code of Practice



The Chief Internal Auditor ensures that due professional care is achieved and maintained through supervision and reviews of audit files.



There are systems in place for individual auditors to disclose any suspicions of fraud, corruption or improper conduct both directly through their audit work to the CIA or
through the Council’s Confidential Reporting/Whistlblowing and Anti-Fraud & Corruption Policies



10. Reporting
The CIA has determined the way in which Internal Audit will report and the standards for reporting. A standard template is used and this meets the requirements of the Cipfa
Code. All audit reports give an opinion on the control environment and risk exposure and include an action plan. The CIA has determined a process for prioritising
recommendations according to risk, using standard definitions. All audit reports are discussed with managers prior to being issued. The circulation of each audit report is
determined when preparing the audit brief. Any areas of disagreement are recorded in the action plan if they cannot be resolved through discussion.



Partial

No
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Adherence to the Standard

Yes

All audits are followed-up after 6 months. Escalation procedures for internal audit recommendations not implemented by the agreed date are in place. Where the audit is still
limited assurance at the follow-up this will be reported to the relevant Head of Service and a copy of the follow-up presented to the Audit Committee. At the second follow-up if
it is still limited the Audit Committee will call in the Head of Service and Service Lead Officer for an explanation. A revised opinion is given as part of each follow-up.



The CIA provides an annual report to support the Annual Governance Statement. The Annual Audit Report meets the requirements of the Cipfa Code. Quarterly reports are
provided to the Audit Committee to update on progress.



11. Performance, Quality and Effectiveness
The CIPFA Audit Manual is used and has been tailored in places to meet CCDC specifics. The manual is reviewed and updated as necessary to meet the needs of the
section.



The CIA has arrangements in place to assess the performance and effectiveness of each individual audit through files reviews and the issue of Audit Satisfaction Surveys to
managers at the end of each audit.



The performance of the internal audit service as a whole is reviewed quarterly through progress reports against the plan and annually as part of the review of the effectiveness
of the system of internal audit.



The CIA ensures that work is allocated to auditors who have the appropriate skills, experience and competence. However this is limited by small team and also by the need to
allow auditors to have new audits to develop their needs and experience.



The CIA supervises as appropriate and reviews all work at the end of each audit, prior to report being issued. This is done through ad hoc meetings and both formal and
informal reviews of work. Advice and support given where necessary or where staff ask for support.



The CIA has a performance management and quality assurance programme in place. Performance is monitored against the whole plan and for individual auditors for
throughout the year. Performance against the audit plan is monitored and reported quarterly to the Audit Committee. All audit work if reviewed to ensure quality and Audit
Satisfaction surveys are issued to all managers at the conclusion of a piece of work.
The CIA compares performance over time and with the other Staffordshire councils and within the Cipfa Benchmarking Club as appropriate. The CIA reports on the results of
performance managements and quality assurance in the Annual Audit report.



Partial

No
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SUMMARY OF COMPLIANCE WITH THE CIPFA PAPER ON THE ROLE OF HEAD OF INTERNAL AUDIT – 2012-13
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 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

Appendix 2

Adherence to the Standard

Yes

Partial

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. However the committee has not carried out a self-review exercise for a number of years.
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.



No
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Audit & Governance Committee
25th June 2013
Internal Audit Annual Audit Report 2012-13

1

Purpose of Report

1.1

To present the Internal Audit Annual Report for 2012-13

2

Recommendations

2.1

That the Committee note the Internal Audit Annual Report for 2012-13.

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.

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:-

ITEM NO. 6.2

•
•
•

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 2012-13

Previous Consideration
Internal Audit Plan – Audit & Governance Committee 26th March 2013

Background Papers
File with the Chief Internal Auditor
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INTERNAL AUDIT – ANNUAL REPORT 2012-13
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 2012-13. 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. The
absence of comment on areas of good control should not be taken to indicate
that services are not working effectively or best practices are not being adopted.
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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”.

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 2012-13 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.
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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.
It was noted that in the year a number of issues have been identified which
raise concern over the level of awareness and lack of compliance with the
Council’s Financial Regulations and Contract Procedure Rules. It is
recognised that both documents are in need of updating and the opportunity
should be taken to provide clearer guidance and offer further awareness
training to ensure full compliance with the Council’s procedures and align
where appropriate. At the moment we do not feel that these findings have
led to significant control failings but there is the potential for this to occur in
the future if action is not taken.

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 2012-13

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

Effective
8

Assurance
Requiring Some
Needs Fundamental
Improvement
Change
21
1

Total
30

3.3

For 2012-13 no medium risk audits were carried out as part of Cannock’s Internal
Audit Plan. This was due to the reduction of resources in the team during the
maternity leave of one of the auditors.

3.4

There is only 1 audit which has been classified as Needs Fundamental Change
and this is Central Control. Work is progressing and the day to day service is
being delivered however the procedures and working methods need some
attention to ensure an appropriate internal control system is in place to reduce
the current risks. More detail on the audit can be found in Appendix 1a.
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3.5

Action is planned or in progress in relation to the areas which have been
classified as Requiring Some Improvement or Needs Fundamental Change.
More detail on these audits can be found in Appendix 1a and 1 b.

3.6

The Internal Audit Section did not identify any significant weaknesses in relation
to any of the Council’s key financial systems and core governance processes
which were examined in 2012-13. Although Housing Benefits, Sundry Debtors
and Creditors were classed as Requiring Some Improvements the areas
identified did not significantly impact on the core activities.

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 2012-13 92 recommendations were followed-up of
which 80 or 87% had been implemented. As the section is only following up lower
assurance areas the number of follow-ups in 2012-13 is lower than in previous
yeas.
•
•
•

3.8

One area improved from Needs Fundamental Change to Requiring Some
Improvement;
Five audits remained as Requiring Some Improvement at the time of the
follow-up due to insufficient progress;
Sufficient progress had been made on one Needs Fundamental Change and
2 Requiring Some Improvement areas to allow them to be reclassified as
Effective.

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.
2012-13

Audit Plan

2011-12

2010-11

Planned

Actual

Actual
%

Target
%

Actual

Actual

30

30

100%

90%

100%

90%

4.2

Thirty Audits were planned and completed in the year for the 2012-13 Audit Plan.
Three planned audits for 2012-13 were not completed in the year. These were
Capital Strategy & Capital Programme, Cemeteries and Streetscene which were
all deferred with the agreement of managers. All three areas have been included
in the 2013-14 Internal Audit Plan.

4.3

The deferred audits were offset by the inclusion of an audit of the Housing
Regeneration Schemes which had not originally been included in the audit plan
and the completion of the two audits deferred from the 2011-12 Audit Plan, the
General Ledger IT Review and Website Content Review.
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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 2012-13 plan covering specialist IT Audit. ICT is a Shared Service
led by Stafford BC. In addition a number of audits were carried out by a general
audit contractor to reduce the impact of a member of staff being on maternity
leave in the year.

4.5

In addition to the audit plan the Section has also carried out a number of other
pieces of work relating to Cannock Chase Council including:•
•
•

•
•
•

A number of Special Investigations including a significant piece of work
relating to controls around Capital Project spending;
a grant claim audit for Environmental Health in relation to a Contaminated
Land Grant. No issues were found in relation to the grant claim;
a review of the monitoring arrangements in relation to the SLA between
Housing and the Chase Tenants & Residents Association. An action plan
to improve controls and monitoring to ensure compliance with the SLA
was agreed with the Head of Housing;
a sample check of Housing Benefit applications;
a final account audit in relation to Rugeley Market Hall Ramp, and
a number of financial appraisals.

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;
Carried out a review of the Council against the Cipfa Red Book 2 – Managing
the Risk of Fraud;
Work commenced to update the Anti Fraud and Corruption Strategy to
incorporate the Bribery Act and the Money Laundering Policy and
Whistleblowing Policies were also under review. These updates will be issued
in 2013-14

National Fraud Initiative
5.2

Work has started on the 2012-13 exercise matches. To date no savings have
been identified from the matches. However it is recognised that the matches
were only released in January 2013 and many had not been reviewed and
concluded by the 31st March.
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Fraud/Irregularity Investigations
5.3

A number of minor investigations have been carried out by the Internal Audit
Section in the year which did not lead to any significant control weakness being
identified.

5.4

One investigation was undertaken in support of a wider disciplinary matter
identified a number of issues around the lack of compliance and awareness of
financial regulations. As a consequence of the investigation a separate document
is being prepared to identify weaknesses and make recommendations for
required improvements in training provided and the procedures to follow.

5.5

The Section was also involved in an investigation into the conduct of an
employee for misuse of their access to an IT system. The employee
subsequently left the Council’s employment.

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 CIPFA Code of Practice for Internal Audit in
Local Government in the United Kingdom 2006; and
ii. an independent review was conducted by the Head of Governance and the
s151 Officer.

6.2

The review concluded that Internal Audit is effective and sufficiently compliant
with the requirements of the Cipfa Code of Practice 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 Governance
Committee.

6.3

From 1st April 2013 the Cipfa Code is being replaced as proper practice for
Internal Audit in Local Government by the Public Sector Internal Audit Standards.
A separate review of these standards leading including a gap analysis will be
prepared and reported to Members early in 2013-14. However it was not deemed
appropriate to include this as part of the review of the effectiveness for the 201213 year as the work of the section was required to be carried out under the Cipfa
Code for the year concerned.

6.4

The External Auditors changed to Grant Thornton for the 2012-13 year and they
have stated that they do not have any concerns over relying on the work of the
Internal Audit Section for 2012-13.
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6.5

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
6.6

2009-10
Actual

2010-11
Actual

2011-12
Actual

2012-13
Actual

Target

88.82

80%

92.26%

92.01

90%

In addition to the usage of satisfaction surveys the Chief Internal Auditor also
carries out file reviews for each audit prior to the reports being issued. This forms
part of the internal quality assurance process and helps to provide a consistent
approach between the auditors.

7 Transformation Plan
7.1

The Section has also been working towards the delivery of the Transformation
Plan agreed as part of the Shared Service project. Most of the key actions
relating to transformation have now been completed or are on-going as part of
day-to-day working practices. Report formats and general processes have now
been aligned across the service.

7.2

The remaining key actions are as follows:
•
•
•

7.3

Establish a training skills matrix for the team – this will be picked up as part of
the Quality Assurance and Improvement Programme;
Financial Appraisals to be undertaken by departments with finance having
final sign off – this has yet to be progressed;
Review of who carries out Confidential Searches – no discussions as yet with
Finance.

It is now considered appropriate to close off the Transformation Plan and no
further monitoring of it as a separate document will be carried out.
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Appendix 1a
Audits Planned and Completed in 2012-13
2012 13 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
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.
losse

Audit Area

Service Lead
Officer

No Of Recommendations
& Classification
High Medium
Low

Total

High Risk
Environmental
0
Services
 Reports which had not been finalised at the year end.

Central Control

19

2

21

Summary Of Significant Findings
Central Control
Whilst this area has been categorised as Needs Fundamental Change it is recognised
that the outcome of the review does not fully fit the definition for this classification but it
was felt that the weaknesses in the control framework were greater
greater than those covered
by the Requiring Some Improvement classification. It is recognised that controls do exist
and are operating in part across the system however there is a general requirement for
significant improvements to be made.
The Central Control function has undergone a period of significant change over the last
few years in terms of management and operational procedures. The current Service
Manager was appointed in April 2012 and has worked with Internal Audit in developing
and
d agreeing an action plan to address weaknesses previously identified in the
procedures and operational framework of the function. Weaknesses included the need
to define and document operational and staffing procedures across the whole function.
Work has commenced
ommenced to implement the necessary changes but as this is still in the
early stages the Internal Audit section has had to issue a Needs Fundamental Change
classification for this area.
Whilst it is recognised that the Service Manager is working to deliver
deliver the agreed action
plan and if it is successfully implemented then a revised classification can be issued.
However, it should be noted that the action plan will take a significant amount of time to
deliver in full the necessary improvements needed to ensure
ensure a robust governance
framework and internal control environment for the function.
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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
HIGH RISK
Culture & Leisure
Contract Management
Private Sector Housing
Grants
Refuse Collection &
Recycling
Countryside
Management & Rangers
Service
E-Payments
General Ledger
Application (IT Audit)
Housing Benefits
Creditors
Sundry Debtors
Procurement
Homelessness &
Housing Advice
Elizabeth Road/Moss
Road Estate
Redevelopment
Schemes
Housing Rents
Website Content
Review (IT Audit)
Property Management

Service Lead
Officer

No Of Recommendations &
Classification
High
Medium
Low

Commissioning
Environmental
Health
Environmental
Services
Environmental
Services

Total

0

13

2

15

0

4

3

7

0

8

4

12

0

22

5

27

0

4

5

9

0

6

1

7

0

5

1

6

0

17

5

22

Financial
Management
Financial
Management
Financial
Management
Financial
Management
Financial
Management
Governance

0

8

2

10

0

4

1

5

Housing

0

7

4

11

Housing

0

2

1

3

Housing

0

2

1

3

Policy

0

9

8

17

Regeneration &
Planning

2

6

2

10
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Audit Area
Project
Management/Post
Implementation Review
– E Payments (IT Audit)
IT/IS Structure, Strategy
and IT Governance (IT
Audit)
Review of Technical
Operational Tasks (IT
Audit)
Remote Access and
Support (IT Audit)

Service Lead
Officer

No Of Recommendations &
Classification
High
Medium
Low

Total

Technology

0

5

5

10

Technology

0

5

2

7

Technology

0

3

3

6

Technology

0

4

2

6

Technology/
Financial
0
2
3
Management
Technology/
E- Payments System (IT
Financial
0
7
2
Audit)
Management
Services led by Stafford Borough Council as part of Shared Services
 Reports which had not been finalised at the year end.
BACS Application &
Processing (IT Audit)

5

9

Summary of Significant Findings
Culture and Leisure Client Monitoring Procedures
The review recognised that the contract was still in its early stages and that some of the
monitoring processes may not be fully finalised or established. It was noted that a
Contract and Performance plan has been produced and agreed by the Council and the
Wigan Leisure & Culture Trust. However, at the time of the audit robust procedures for
the verification of the performance information supplied to the Council had not been fully
established or embedded.
Private Sector Housing Grants
The main weaknesses identified related to the lack of performance monitoring of the
body who oversee Disabled Facility Grants on behalf of the Council and the ad hoc way
that cases are referred by the Police for Home Security Grants. In addition it was
identified that only 2 organisations were currently approved by the Police for the
carrying out of Home Security Grant related work. The Council’s Financial Regulations
require a minimum of three quotations to be obtained for work.
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Refuse Collection and Recycling
Overall, the framework in place for the day-to-day operation of the Refuse Collection
and Recycling function is now considered to generally be adequate. However the review
has highlighted that several issues noted in the 2009/10 audit have not been
appropriately addressed and still require further improvements to be made. The main
areas where work is still required relate to the procedures surrounding Trade Refuse
accounts and performance monitoring of the Recycling Contractor.
Countryside Management and Rangers Service
A significant number of weaknesses were identified across the service which were due
to operational procedures not being adequately defined or operating effectively. There
was limited scheduling and coordination of work, volunteer agreements were not up to
date, and management records such as inventories had not been updated for many
years. A detailed action plan and revision of operational procedures has been produced
to address the weaknesses
E-payments/ E-payments System and Project Management/Post Implementation
Review – E Payments
A number of audits were carried out which covered the implementation and operation of
the new e-payments system. The main weaknesses identified related to the lack of
clearly defined roles and responsibilities for all aspects of the operation of the system.
This is a particular issue due to the large number of users across many Council
departments. It should be noted that no significant issues were found in relation to the
collection and receipt of income.
Some of these elements are due to the system only recently being operational and to
staff taking on new responsibilities and the changes to working practices needed due to
the application being cloud-based and Countywide.
Whilst it is acknowledged that the project led to the successful installation and set-up of
the E-payments system the review identified some weaknesses in the governance of
the project and the administration procedures for project documentation. Some of these
issues were due to the Staffordshire Connects Partnership managing elements of the
project on a Countywide basis leading to not all information being held locally. Although
the same system was installed for both Stafford and Cannock separate project mangers
dealt with the process and this led to inconsistencies in the way it has been installed.
None of the issues identified have fundamentally affected the Council’s ability to collect
payments.
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General Ledger Application (IT Audit)
A new general ledger was introduced in April 2011 and this audit included testing to
ensure information had been correctly migrated from the old ledger system. A number
of weaknesses were identified around the management operational controls in the
system and the availability of management reports. No significant issues were identified
in relation to the migration of data. Whilst not affecting the operation or overall security
of the system these weaknesses need to be addressed.
Housing Benefits
Although the main system appears to be operating effectively weaknesses were
identified in the accuracy of some of the claim information which has an effect on the
subsidy this issue has also been reported by the External Auditors. It was also found
that additional information or queries on evidence submitted were not always sought
when processing claims leading to possible errors in payments. Limited work is being
carried out to investigate/follow-up on uncashed cheques.
Creditors & Sundry Debtors
As the systems are linked common weaknesses were identified. Overall an appropriate
framework is in place for the management of Creditors and Debtors which is supported
by well established and effective procedures. However, we feel that controls and
procedures relating to the undertaking of amendments to the system, such as changes
of address/bank account details or changes to system parameters, are not robust and
reconciliations between the Creditors/Debtors Module and the General Ledger have not
been carried out. The weaknesses relate to areas which are being addressed through
the Shared Service Transformation Process following the implementation of a shared
service but which have yet to be fully worked out and embedded effectively across the
function.
Procurement
There was evidence of non-compliance with corporate requirements relating to
obtaining quotations or seeking the relevant exemptions for the procurement of goods,
works or services for exercises below the specified tender threshold. In most instances
managers provided reasonable explanations for why the processes hadn’t been
followed correctly but had rarely followed the correct route to obtain authorisation for
this. The review has identified a need for some elements of Financial Procedure Rules
and Contract Procedure Rules to be reviewed to provide clarity and additional guidance.
Once this has been done training should be provided on the correct process to be
followed and additional guidance to managers. Consideration should also be given to
introducing a process/documentation to evidence quotes sought or obtaining of a waiver
for all elements of market testing.
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Homelessness and Housing Advice
The main weaknesses identified related to the lack of documented procedures in
relation to the Mortgage Rescue Scheme. In addition it was found that there was no set
of criteria or risk assessment mechanism that could be applied when determining
whether funds drawn down from the Homelessness Prevention Fund should be
categorised as a loan or a grant. Findings also suggested that the section had carried
out only limited work to assess the potential impacts on demands for the service arising
from the changes in Housing Benefit payments and Localisation of Council Tax support.
This could lead to larger numbers of Homeless cases or higher workloads for Housing
Advice.
Elizabeth Road/Moss Road Estate Redevelopment Schemes
A review of the major redevelopment schemes being carried out by Housing was
completed. This focused on the Elizabeth Road redevelopment which is nearing
completion and the Moss Road redevelopment which is in the early stages of the
project. The main weaknesses were around the lack of an agreement with the Valuer
appointed to support the residents who were being displaced. In addition there was no
formal, standardised process for calculating the discretionary elements of the
disturbance payments.
Housing Rents
Overall, the framework in place for the day-to-day operation of the Housing Rents
function is considered adequate. However, in order for the day-to-day operations to be
actioned appropriately reliance is placed on key staff to ensure that procedures are
consistently and appropriately applied as there are only informal documented
procedures in place for staff to refer to. Also, the Council does not have a formal ‘Debt
Recovery’ policy in place that would provide guidance on how to deal with debt across
the Council in a uniform manner – although identified in this audit the lack of the Debt
Recovery Policy is a weakness across all systems dealing with the collection of income.
Website Content Review (IT Audit)
The main weaknesses related to the lack of a clearly defined strategy for the content
and usage of the website and this has led to inconsistencies across various parts of the
site; this also meant that some information was not easily accessible. Some
weaknesses were also found in the access controls for the software and in the security
of the methods by which forms and information completed on the site are sent to
departments.
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Property Management
This review covered the arrangements for the management of the Council’s Property
Portfolio covering industrial units and shops. A number of weaknesses were identified
around the management and operational controls in the system and in particular the
level of reliance on one member of staff for many aspects of the system, this means that
absences or illness could have a significant impact on the service provided. It was also
found that there were few documented procedures and processes which provides a
higher risk due to the reliance on the knowledge of one officer. The Section made
limited use of reports to highlight when rent reviews were due and there was no regular
reporting from Finance to identify properties in rent arrears.
IS/IT Structure Strategy and IT Governance (IT Audit)
A significant number of IT Policies and the IT Strategy have been revised following the
development of the shared service. However all of the policies are still in draft and need
to be approved and issued to staff. There is a lack of clarity around the support
agreement between the two Councils and significant differences in the procedures for
the budgets and procurement of IT hardware corporate software which could lead to
confusion and inconsistent working methods. Whilst designated members of IT have
been nominated to liaise as contacts with service areas these meetings have not been
organised on a regularly or programmed basis in many areas and as such are failing to
provide adequate dialogue between IT and managers regarding the service and
expectations.
Review of Technical Operational Tasks (IT Audit) and Remote Access and Support (IT
Audit)
Some common issues were found in these reports. Generally tasks are carried out
effectively and efficiently however a number of weaknesses were identified. These
relate to differences in the way scanning for vulnerabilities in the network are carried out
for each Council, a lack of Penetration testing for more than 12 months and no periodic
testing of the ability to restore in full back-ups taken.
BACS Application and Processing (IT Audit)
The main weaknesses related to the permissions to the folders containing files waiting
processing not being restricted to users from the specific department. This is a long
standing issue for which a workable solution has yet to be identified. Some additional
compensating controls are needed to mitigate the risk.
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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
High Medium
Low

Total

High Risk
Council Tax
National Non-Domestic
Rates
Treasury Management
General Ledger
Housing Property
Services Partnering
Contracts

Financial
Management
Financial
Management
Financial
Management
Financial
Management
Financial
Management

0

1

2

3

0

0

1

1

0

0

3

3

0

0

5

5

0

2

4

6

Financial
0
1
4
Management
Human
Payroll
0
15
3
Resources
Economic Development
Regeneration &
0
1
2
& LEP
Planning
Services
Services led by Stafford Borough Council as part of Shared Services
 Reports which had not been finalised at the year end.
Budgetary Control
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Appendix 2
Results of Follow-ups
Follow ups Undertaken in the Year By Assurance Level
Requiring Some Improvement

Audit

Information
Management

Service Lead
Officer

Original
Assurance

Policy

Requiring
Some
Improvement

Leisure Third
Party
Procurement
Contract

Requiring
Some
Commissioning Improvement

Payment Card
Industry Data
Security
Standard

Needs
Fundamental
Change

Technology
/
Financial
Management

Financial
General Ledger
Management/
(IT Audit)
Technology


18

4

6

Requiring
Some
Improvement

Technology 

Requiring
Some
Improvement

Computer Virus
Technology 
Protection

Requiring
Some
Improvement

Information
Security
Management

Implemente
Not
Implemente Total
d or In
d
Progress

6

18

9

0

3

2

0

4

0

Revised
Opinion

18

Requiring
Some
Improvement

7

Requiring
Some
Improvement

8

Requiring
Some
Improvement

6

Requiring
Some
Improvement

22

Requiring
Some
Improvement

9

Requiring
Some
Improvement

Services
Services led by Stafford Borough Council as part of Shared Services
Information Management
Significant work has been carried out in relation to the Council’s arrangements for Data
Protection and responding to Freedom of Information requests. However the new
arrangements for dealing with Data Protection internally and in particular the
identification
tion of those responsible for Data Protection in departments have yet to be
implemented due to existing resource commitments in the team. Once these changes
are implemented it is anticipated that the assurance level will be revised to effective.
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Leisure Third Party Procurement Contract
A significant amount of work has been carried out to develop the necessary contract
monitoring arrangements for this area. Those arrangements are now being rolled out
and implemented although at the time of the follow-up we were unable to verify the
effectiveness of the arrangements due to it still being early in the life of the contract and
practices were still in a state of transition, therefore we have not been able to revise the
opinion. A full audit of the area is covered in appendix 1b.
Payment Card Industry Data Security Standard (PCI)
Some work had been carried out in relation to the actions identified. The opinion has
been revised to Requiring Some Improvement as the PCI policy had not been finalised
and issued at the time of the follow-up and there was a lack of clarity over some roles
under the new e-payments system.
General Ledger (IT Audit)
Progress has been made in relation to the General Ledger IT application, however most
of the actions are still in progress and it was felt that sufficient progress had not been
made to allow the classification to be revised at the time of the follow-up.
Information Security Management and Computer Virus Protection
At the time of the follow-up the revised IT Policies had not been approved and this was
holding back progress on the outstanding recommendations in relation to Information
Security Management and Computer Virus Protection. Both areas therefore remained
Requiring Some Improvement.
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13
Effective

Audit

Virtual Servers

Service
vice Lead
Officer

Original
Assurance

Technology 

Needs
Fundamental
Change

Implemented
Revised
Not
Total
or In Progress Implemented
Opinion

Chase Leisure
Requiring Some
Centre
Commissioning Improvement
Refurbishment
Contract
Private Sector
Housing

Environmental
Health

Requiring Some
Improvement

11

0

11

Effective

2

1

3

Effective

8

0

8

Effective

Services
Services led by Stafford Borough Council as part of Shared Services
Comments
It is pleasing to be able to report significant improvements in these areas which have
enabled a revised assurance to be issued due to the progress made in implementing
the Audit Recommendation indentified at the time of the follow-up.
follow
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Judith Aupers
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Audit & Governance
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AUDIT & GOVERNANCE COMMITTEE
25 JUNE 2013
ANNUAL GOVERNANCE STATEMENT 2012-13

1

Purpose of Report

1.1

To set out the Council’s Annual Governance Statement for the year 2012-13.

2

Recommendation

2.1

That the Committee recommend to the Council the approval of the Annual
Governance Statement for 2012-13.

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 2012-13 (which
is current up to June 2013) 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 annual risk management report;
the annual internal audit report / opinion; and
external assurance reports.

ITEM NO. 7.2

3.4

An update on the progress in actioning the issues from the 2011/12 AGS is
attached at Appendix 2. Where appropriate, outstanding issues have been
included in the AGS for 2012-13.

3.5

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. As well as identifying those issues relating to 2012-13, the key
governance issues for the coming year have also been identified.

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.

(4)

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.”

ITEM NO. 7.3
5.2

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 i.e. 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 Statement has also been
discussed with the Leadership Team 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;

•

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.

ITEM NO. 7.4
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

ITEM NO. 7.5

7

Appendices to the Report
Appendix 1 - Annual Governance Statement 2012-13
Appendix 2 – Progress Report for AGS 2011-12

Background Papers –
Annual Internal Audit Report 2012-13
Strategic Risk Register
Heads of Service Assurance Statements for 2012-13
Statutory Officers Assurance Statements for 2012-13
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Appendix 1
CANNOCK CHASE DISTRICT COUNCIL
ANNUAL GOVERNANCE STATEMENT FOR 2012-13
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 2013 and up to the date of approval of the Annual
Governance Statement. The 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.

•

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, 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
performance reports on a regular basis. They monitor and scrutinise the performance of
services and the achievement of targets. Portfolio Leaders, 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.

Assessment of Compliance:
Compliance against this principle is adequate with measures in place in all areas.
A basket of performance indicators is to be re-introduced to give a measure of the Council’s
general health and performance. This will be monitored initially by the Leadership Team to
ensure that an appropriate range of indicators are included. Quarterly financial reports are
also to be re-introduced.
Sources of Assurance:
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 had 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.

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 reviewed.

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 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 a number of key
documents that need to be reviewed and updated:
•
•
•

Financial Regulations;
Contract Procedure Rules;
Confidential Reporting Policy

Sources of Assurance:
• Heads of Service
• Statutory Officers
• Internal Audit Annual Report
• Annual Risk Management Report
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 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 y 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

3.2

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.

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, together with discussions with the s151 Officer. 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 2012-13 has been used to provide an
independent view on the adequacy of the governance framework. In their annual
report to the Accounts & Audit Committee, the Internal Audit section has
independently assessed the Council’s internal control environment as being
satisfactory overall based on their work during the year.
Internal Audit has identified one issue for inclusion in the Annual Governance Statement, this
relates to concerns about non-compliance with Financial Regulations and Contract
Procedure Rules. 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 monitored as part of the routine
operation of the Internal Audit function.
4.4

External Audit / Other Review Agencies - during the year the Council received the
following key report:

(i)

Annual Governance Report – the External Auditor’s Annual
Governance Report was presented to the Audit & Governance
Committee in September 2012. The report gave an unqualified audit
opinion and stated that the financial statements were free from material
error, there was an adequate internal control environment and that the
Council demonstrated robust arrangements to secure economy,
efficiency and effectiveness. One recommendation was made
regarding the need for improvements to be made to the process for
valuing land and property but this is not considered to be a significant
governance issue.

4.6

Risk Management - during 2012/13 the Audit & Governance Committee received
regular progress reports regarding the management of strategic risks. The strategic
risk management process was successful in reducing 4 of the 12 potential risks; 1 of
these went from High to Low and 3 from Medium to Low.

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 assurances received from the
members of Leadership Team a discussion was held 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.
ISSUE

OFFICER
RESPONSIBLE

TARGET
DATE

Outstanding items from previous AGS
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 &
September
Administration
2013
(Stafford Borough
Council)

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

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

December
2013

October 2013

Issues from 2012-13
Issues arising from the review of the
Governance Framework:
(i) Review of the Employee’s Code of
Conduct

Head of Human
Resources, Head
of Law &

March 2014

ISSUE

OFFICER
RESPONSIBLE
Administration
and Head of
Governance

TARGET
DATE

(ii) Review of the Confidential Reporting
Policy

Head of
Governance

September
2013

(iii) Complete the review of Values and
roll out across the Council

Chief Executive /
Head of
Governance

November
2013

(iv) Develop basket of performance
indictors for monitoring by Leadership
Team

Head of Policy /
Leadership Team

July 2013

(v) Financial progress to be reported
quarterly to Leadership Team and
Cabinet

Head of Finance

July 2013

(vi) Member training and development
survey to be undertaken and options
to be developed

Head of Human
Resources/Head
of Governance

March 2014

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.

Chief Executive
and Head of
Finance

Ongoing

Welfare Reforms – national changes 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

Head of Finance

Ongoing

Issues for 2013/14

Local Enterprise Partnership (LEP) - Chief Executive / Ongoing
potential changes to LEP governance as Head of Planning
a result of the Governments intention to & Regeneration
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.

ISSUE

OFFICER
RESPONSIBLE

TARGET
DATE

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

Head of
Technology

January 2014

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

APPENDIX 2
Progress Update on AGS for 2011-12
KEY TO STATUS INDICATORS:
STATUS

DESCRIPTION
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 from 2011-12
1

The approach to reporting on
performance and the costs of
delivering services/outcomes is not
consistent across the Council. This
impacts on decision-making and
assessing the value for money of
services.

A review of performance and
financial reporting is to be
undertaken in 2012-13 as part
of the move to turning Priority
Delivery Plans into high level
service places.
Responsible Officer – Head of
Policy and Head of Finance
Date – Quarter 4 in readiness
for 2013-14

The review has been completed.
Performance will continue to be reported
as part of the Priority Delivery Plans
(PDPs). However it has been decided
that financial information will not be
reported on specifically as part of the new
approach to PDPs. Financial
performance is to be reported on
quarterly to Cabinet and the financial
implications of decisions made by the
Council will continue to be detailed in the
formal reports.

Status

No
2

Issue

Action

The governance arrangements for
partnerships are not always clearly
structured, documented or
effective. Partnership risks are not
fully understood or well managed.

Governance framework to be
developed for partnership
working and rolled out to
relevant partnership lead
officers for implementation.
To include requirement to set
up and monitor risk registers
for each partnership.

Progress/Comments
A governance framework for partnerships
has been finalised and approved by
Leadership Team.

Responsible Officer – Head of
Governance
Date – Quarter 2
3

The Council’s approach to
understanding it’s customers needs
and consulting and engaging with
them is not yet fully developed and
embedded across the Council.

A combined Consultation &
Engagement Strategy is to be
prepared.
Responsible Officer – Head
of Policy
Date – Quarter 2

Was received by Cabinet on 19 July,
referred to Council on 8 August.

District Needs Analysis to be
undertaken
Responsible Officer – Head
of Policy
Date – Quarter 2

Completed. Work is also underway to
review the data from the 2011 Census
which is being released in phases
nationally, As the releases are available,
this additional information will be
interpreted and provided to Members for
consideration.

New approach to E&D Impact
Assessments to be rolled out
to managers
Responsible Officer – Head
of Policy
Date – Quarter 2

WMT training session and launch of new
assessments carried out June/July 2012

Status

No
4

Issue

Action

There are elements of the
Constitution that are in need of
updating to reflect changes and
best practice. For example, the
Contract Procedure Rules and
Financial Regulations are out of
date as a result of changes in the
senior management structure –
these are to be reviewed as part of
the shared services transformation
work. A significant part of the work
is identifying inconsistencies and
duplication has been completed but
is to be referred to a Member
Working Group prior to approval by
Council.

The review and updating of
the Constitution is to be
completed.

Progress/Comments

Responsible Officer –

Head of Law & Administration
(Stafford Borough Council)

4 meetings of the Member Working
Group have been held so far. A 5th
and final meeting is to be held prior to
reporting to Council with a revised
Constitution.

Legal Services Manager (for
Contract Procedure Rules
only)

Work is underway on the review of the
Contract Procedure Rules.

Head of Finance (for Financial
Regulations only)

Work has commenced on the review of
Financial Regulations.

Date – Quarter 3
The review of the Contract Procedure
Rules and the Financial Regulations is
being completed alongside of review of
those for Stafford Borough Council with a
view to aligning them where practicable.
5

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

Code of Governance to be
reviewed and updated.
Responsible Officer – Head of
Governance
Date – Quarter 3

Work has not started on this due to other
priorities.

Status

No

Issue

Action

Progress/Comments

Issues for 2012-13
6

The Shared Services governance
arrangements need to be
monitored to ensure that they
continue to be effective in practice.
2012-13 will be a key year in the
implementation of the
transformation plans and these will
also need to be monitored

Review of the shared service
governance arrangements
Responsible Officer:
Monitoring Officer and Head
of Governance

The review has been completed and a
number of minor recommendations have
been made to improve the governance
arrangements.

Date – Quarter 2
Monitoring of the delivery of
the Transformation Plans.
Responsible Officer: Head of
Governance

The delivery of the transformation plans
is being monitored via monthly Client
Meetings with the relevant lead officers

Date – Ongoing through 201213
7

Management of the new Leisure
Contract – this will be a significant
issue moving into 2012-13 as the
contract came into effect on 1 April
2012

To fully develop and establish
a detailed contract and
performance monitoring
framework in respect of the
new partnership with WLCT
Responsible Officer – Head of
Commissioning
Date – Quarter 2

Details of the relationship between WLCT
and the Council are set out in the contract
documentation. Using this, a contract and
performance monitoring guidance
document has been developed to monitor
the performance and contract compliance
of the Council’s new Culture and Leisure
services provider, WLCT. The first
quarter’s contract performance report
was considered by Cabinet on 20
September 2012.

Status
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ITEM NO. 9.2

The contents of this report relate only to the matters which have come to our attention,
which we believe need to be reported to you as part of our audit process. It is not a
comprehensive record of all the relevant matters, which may be subject to change, and in
particular we cannot be held responsible to you for reporting all of the risks which may affect
the Council or any weaknesses in your internal controls. This report has been prepared solely
for your benefit and should not be quoted in whole or in part without our prior written
consent. We do not accept any responsibility for any loss occasioned to any third party acting,
or refraining from acting on the basis of the content of this report, as this report was not
prepared for, nor intended for, any other purpose.

ITEM NO. 9.3
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ITEM NO. 9.4

Understanding your business
In planning our audit we need to understand the challenges and opportunities the Council is facing. We set out a summary of our understanding below.
Challenges/opportunities
1. Reduction in central
government funding

2. Leisure Services
outsourcing

 The coalition government debt
reduction plans include reducing
the grants available to local
authorities.

 The Council outsourced its
Leisure services to Wigan
Leisure & Culture Trust
(WLCT) from April 2012.

 Your core funding will reduce by
£432k (7.4%) for the 2013/14
settlement, plus a further
reduction of £874k (12.8%) for
2014/15.

 This presents a risk for the
Council which it has looked
to mitigate through the
contract and procurement
process.

3. Business rate pooling
 From 1 April, 50% of business
rates growth will be retained by
LA's with 50% to central
government.
 Of the 50% retained locally, 80%
will be for District Councils, and
20% for the County.
 The Council has joined with the
Greater Birmingham and Solihull
LEP Pool.

4. Housing Benefit /Council
Tax changes
 Government is reducing the
grant for Council Tax benefit
paid to councils by 10%.
 The current system of housing
benefit will transfer to
'universal credit'. This will
have a significant operational
impact.

5. Self financing HRA
 The Council produced a 30
year business plan to
implement the devolved
“self-financing system”,
which replaced the previous
HRA subsidy regime on 1
April 2012, and now has full
responsibility for managing
and financing its housing
stock.

Our response
 We will assess the Council's
plans to address the funding
reductions through our VFM
work.
 The Council has set a standstill
budget and updated its plan. The
Council is using a small level of
reserves to support the 2013/14
budget and a 2% council tax rise.
 As part of our assessment we will
review the extent to which the
Council has been able to develop
a robust longer term financial
strategy, including the use of
reserves, which takes account of
reductions in Central Government
Support.
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 We will assess the
Council's processes and
arrangements for managing
and monitoring the contract
through our VFM work .
 We will carry out
substantive procedures
around contract payments
as part of our audit work.

 We note the Council has been
prudent and by deferring
assumptions on growth
retentions into the year following
their identification. Therefore no
account has been taken in the
2013/14 budget for potential
additional business rates .
 We will gain an understanding
of the impact of the changes
through our discussions with
officers, providing support where
appropriate.

 We will monitor the
implementation of the new
scheme through our meetings
with senior officers and review
of key documents.
 We will consider the
assumptions made in financial
planning around the impact of
these changes as part of our
assessment of the Council’s
arrangements for securing
Financial Resilience to inform
our 2012/13 VFM Conclusion.

 The Council updated its
business plan in January
2013. We will review the
Council's processes and
arrangements for delivering
the business plan and the
assumptions within it as part
of our VFM work.

 We will monitor how this affects
the Council and the actions
taken to encourage new
businesses to the district.
4

ITEM NO. 9.5

Developments relevant to your business and the audit
In planning our audit we also consider the impact of key developments in the sector and take account of national audit requirements as set out in the Code of Audit Practice
and associated guidance.
Developments and other requirements
1.Financial reporting

2. Legislation

3. Corporate governance

4. Pensions

5. Financial Pressures

6. Other requirements

 Changes to the CIPFA Code
of Practice

 Local Government Finance
settlement 2012/13

 Annual Governance
Statement (AGS)

 Managing service provision
with less resource

 Recognition of grant
conditions and income

 Welfare reform Act 2012

 Explanatory foreword

 Planning for the impact of
2013/14 changes to the
Local Government pension
Scheme (LGPS)

 The Council is required to
submit a Whole of
Government accounts pack
on which we provide an audit
opinion

 Progress against savings
plans

 Self financing Housing
Revenue Account

 The Council completes grant
claims and returns on which
audit certification is required

Our response
We will ensure that:
 the Council complies with the
requirements of the CIPFA
Code of Practice through our
substantive testing

 grant income is recognised in
line with the correct
accounting standard
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 We will discuss the impact of
the legislative changes with
the Council through our
regular meetings with senior
management and those
charged with governance,
providing a view where
appropriate

 We will review the
arrangements the Council
has in place for the
production of the AGS
 We will review the AGS and
the explanatory foreword to
consider whether they are
consistent with our
knowledge

 We will discuss how the
Council is planning to deal
with the impact of the
2013/14 changes through
our meetings with senior
management

 We will review the Council's
performance against the
2012/13 budget, including
consideration of performance
against the savings plan
 We will undertake a review
of Financial Resilience as
part of our VFM conclusion

 We will carry out work on the
WGA pack in accordance
with requirements
 We will certify grant claims
and returns in accordance
with Audit Commission
requirements

5

ITEM NO. 9.6

Our audit approach
Ensures compliance with International
Standards on Auditing (ISAs)

Global audit technology

Understanding
the environment
and the entity

Understanding
the business

Inherent
risks

Significant
risks

Understanding
management’s
focus

Other
risks

Evaluating the
year’s results

Material
balances

Develop audit plan to
obtain reasonable
assurance that the
Financial Statements
as a whole are free
from material
misstatement and
prepared in all
materiala respects
with the CIPFA Code
of Practice
framework using our
global methodology
and audit software

Devise audit strategy
(planned control reliance?)
Yes

Extract
your data

No

 Test controls
 Test of detail
IDEA
 Substantive
 Substantive
Analyse data
analytical
analytical
Report output
using relevant review
review
to teams
parameters
 Tests of detail

General audit procedures

Note:
a. An item would be considered
material to the financial statements
if, through its omission or nondisclosure, the financial statements
would no longer show a true and
fair view.

Financial statements

Conclude and report

Creates and tailors
audit programs
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Stores audit
evidence

Documents processes
and controls
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ITEM NO. 9.7

An audit focused on risks
We undertake a risk based audit whereby we focus audit effort on those areas where we have identified a risk of material misstatement in the accounts. The
table below shows how our audit approach focuses on the risks we have identified through our planning and review of the national risks affecting the sector.
Definitions of the level of risk and associated work are given below:
Significant – Significant risks are typically non-routine transactions, areas of material judgement or those areas where there is a high underlying (inherent)
risk of misstatement. We will undertake an assessment of controls (if applicable) around the risks and carry out detailed substantive testing.
Other – Other risks of material misstatement are typically those transaction cycles and balances where there are high values, large numbers of transactions
and risks arising from, for example, system changes and issues identified from previous years audits. We will assess controls and undertake substantive
testing, the level of which will be reduced where we can rely on controls.
None – Our risk assessment has not identified a risk of misstatement. We will undertake substantive testing of material balances. Where an item in the
accounts is not material we do not carry out detailed substantive testing.
Account

Material (or
potentially
material)
balance?

Transaction Cycle

Inherent risk

Material
misstatement
risk?

Description of Risk

Substantive
testing?

Cost of services operating expenses

Yes

Operating expenses

Medium

Other

Operating expenses understated



Cost of services –
employee
remuneration

Yes

Employee remuneration

Medium

Other

Remuneration expenses not
correct



Costs of services –
Housing & council tax
benefit

Yes

Welfare expenditure

Medium

Other

Welfare benefits improperly
computed



Cost of services –
Housing revenue

Yes

HRA

Medium

Other

Housing revenue transactions
not recorded



Cost of services –
other revenues (fees
& charges)

Yes

Other revenues

Low

None



(Gains)/ Loss on
disposal of non
current assets

No

Property, Plant and
Equipment

Low

None



Payments to Housing
Capital Receipts Pool

No

Property, Plant &
Equipment

Low

None



Precepts and Levies

No

Council Tax

Low

None
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ITEM NO. 9.8

An audit focused on risks (continued)
Account

Material (or
potentially
material)
balance?

Transaction Cycle

Inherent risk

Material
misstatement
risk?

Interest payable and
similar charges

Yes

Borrowings

Low

None



Pension Interest cost

Yes

Employee remuneration

Low

None



Interest & investment
income

No

Investments

Low

None



Return on Pension
assets

Yes

Employee remuneration

Low

None



Income from council tax

Yes

Council Tax

Low

None



NNDR Distribution

Yes

NNDR

Low

None



Revenue support grant
& other Government
grants

Yes

Grant Income

Low

None



Capital grants &
Contributions (including
those received in
advance)

Yes

Property, Plant &
Equipment

Low

None
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Description of Risk

Substantive
testing?
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ITEM NO. 9.9

An audit focused on risks (continued)
Account

Material (or
potentially
material)
balance?

Transaction Cycle

Inherent risk

Material
misstatement
risk?

(Surplus)/ Deficit on
revaluation of non
current assets

Yes

Property, Plant &
Equipment

Low

None



Actuarial (gains)/
Losses on pension fund
assets & liabilities

Yes

Employee remuneration

Low

None



Property, Plant &
Equipment

Yes

Property, Plant &
Equipment

Low

None



Property, Plant &
Equipment

Yes

Property, Plant &
Equipment

Low

None



Heritage assets &
Investment property

Yes

Property, Plant &
Equipment

Low

None



Investments (long &
short term)

No

Investments

Low

None



Debtors (long & short
term)

Yes

Revenue

Low

None



Inventories

No

Inventories

Low

None



Cash & cash
Equivalents

Yes

Bank & Cash

Low

None
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Description of Risk

Substantive
testing?
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ITEM NO. 9.10

An audit focused on risks (continued)
Account

Material (or
potentially
material)
balance?

Transaction Cycle

Inherent risk

Material
misstatement
risk?

Borrowing (long & short
term)

Yes

Debt

Low

None

Creditors (long & Short
term)

Yes

Operating Expenses

Medium

Other

Provisions (long & short
term)

No

Provision

Low

None



Pension liability

Yes

Employee remuneration

Low

None



Reserves

Yes

Equity

Low

None
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Description of Risk

Substantive
testing?



Creditors understated or not
recorded in the correct period
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ITEM NO. 9.11

Significant risks identified
'Significant risks often relate to significant non-routine transactions and judgmental matters. Non-routine transactions are transactions that are unusual, either due to size or
nature, and that therefore occur infrequently. Judgmental matters may include the development of accounting estimates for which there is significant measurement
uncertainty' (ISA 315).
In this section we outline the significant risks of material misstatement which we have identified. There are two presumed significant risks which are applicable to all audits
under auditing standards (International Standards on Auditing – ISAs) which are listed below:
Significant risk

Description

Substantive audit procedures

The revenue cycle includes
fraudulent transactions

Under ISA 240 there is a presumed risk that revenue
may be misstated due to the improper recognition of
revenue.

We have assessed the arrangements for revenue recognition and have concluded that
there is not a material risk of fraud associated with revenue recognition. We can
therefore rebut the presumption of fraud in revenue recognition.

Management over-ride of controls

Under ISA 240 there is a presumed risk that the risk of
management over-ride of controls is present in all
entities.

Work completed to date:


Testing of journal entries months 1 to 10



Review of unusual significant transactions

Further work planned:
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Review of accounting estimates, judgments and decisions made by management



Testing of journal entries months 11 and 12



Review of unusual significant transactions
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ITEM NO. 9.12

Other risks
The auditor should evaluate the design and determine the implementation of the entity's controls, including relevant control activities, over those risks for which, in the
auditor's judgment, it is not possible or practicable to reduce the risks of material misstatement at the assertion level to an acceptably low level with audit evidence obtained
only from substantive procedures (ISA 315).
Other
reasonably
possible
risks

Description

Work completed to date

Further work planned

Operating
expenses

Operating expenses
understated



Walkthrough tests were completed for operating expenses
cycle.





Tests of control have been completed for operating expenses
cycle.

Tests of detail on operating expenses included in the financial
statements, including performance of substantive testing on a
sample of operating expenditure for the financial year.

Creditors understated or
not recorded in the correct
period



Walkthrough tests were completed for operating expenses
cycle.



We do not expect to test creditors key controls as it is not
efficient to do so, given that they mainly happen at year end.



We will conduct substantive testing of creditors.

Remuneration expenses
not correct





Performance of substantive testing on a sample of payroll
expenditure.



Agreement of employee remuneration disclosures in the
financial statements to supporting evidence.

Operating
expenses

Employee
remuneration

Walkthrough tests were completed for the employee
remuneration cycle.

Welfare
Expenditure

Welfare benefits
improperly computed



Walkthrough tests were completed for the welfare benefits
expenditure cycle.



We will use the Audit Commission HB Count methodology to
test this item including completion of HB claim initial sample
testing.

Housing Rent
Revenue
Account

Revenue transactions not
recorded.



Walkthrough tests were completed for rental revenues cycle.



Performance of substantive analytical review procedures to
predict expected rental revenues within financial statements.



We will conduct substantive testing to address any residual
risks.
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ITEM NO. 9.13

Results of interim audit work
Scope

As part of the interim audit work and in advance of our final accounts audit fieldwork, we have considered:
• the effectiveness of the internal audit function
• internal audit's work on the Council's key financial systems
• walkthrough testing to confirm whether controls are implemented as per our understanding in areas where we have identified a risk of material misstatement
• a review of Information Technology (IT) controls

Internal audit

Work performed

Conclusion/ Summary

We have reviewed your arrangements for internal audit. Where the
arrangements are deemed to be adequate, we can gain assurance
from the overall work undertaken by internal audit and can conclude
that the service itself is contributing positively to the internal control
environment and overall governance arrangements within the
Council.

We can take assurance from internal audit work in contributing
to an effective internal control environment at the Council.

We have continued to liaise with internal audit during the course of
our work.
Walkthrough testing
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Walkthrough tests were completed in relation to the specific
accounts assertion risks which we consider to present a risk of
material misstatement to the financial statements ;
•

Operating expenditure

•

Employee remuneration

•

Housing benefits expenditure

No significant issues were noted and in-year internal controls
were observed to have been implemented in accordance with
our documented understanding.
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ITEM NO. 9.14

Results of interim audit work (continued)

Review of information technology
(IT) controls

Journal entry controls

Work performed

Conclusion/ Summary

Our information systems specialist performed a high level review of
the general IT control environment, as part of the overall review of
the internal controls system. We concluded that, from the work
undertaken to date, there are no material weaknesses which are
likely to adversely impact on the Council's financial statements.

No significant issues were noted. IT controls were observed to
have been implemented in accordance with our documented
understanding.

We have reviewed the Council's journal entry policies and
procedures as part of determining our journal entry testing strategy
and have not identified any material weaknesses which are likely to
adversely impact on the Council's control environment or financial
statements.

Our testing has not identified any significant issues.

A small number of minor deficiencies were identified. There
are none that we believe we are required to bring to the
attention of those charged with governance and they have
been shared and responses agreed with the section 151
officer.

Further testing to be undertaken for remainder of the year at
final accounts stage.

To date we have undertaken detailed testing on journal transactions
recorded for the first ten months of the financial year, by extracting
'unusual' entries for further review. No issues have been identified
that require to be reported.
Controls testing

Our testing strategy includes tests of control on operating expenses.
This work has been completed and we have not identified any
material weaknesses that are likely to impact the Council's control
environment or financial statements.

Controls over operating expenses were operating in
accordance with our documented understanding, with a small
number of deficiencies identified.

Substantive testing

Sample testing of operating expenses and employee expenses will
be undertaken during the next audit visit.

Work in progress.
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ITEM NO. 9.15

Value for Money
Introduction

The Code of Audit Practice requires us to issue a conclusion on whether the
Council has put in place proper arrangements for securing economy,
efficiency and effectiveness in its use of resources. This is known as the Value
for Money (VfM) conclusion.
2012/13 VFM conclusion

Our Value for Money conclusion will be based on two reporting criteria
specified by the Audit Commission.
We will tailor our VfM work to ensure that as well as addressing high risk
areas it is, wherever possible, focused on the Council's priority areas and can
be used as a source of assurance members. Where we plan to undertake
specific reviews to support our VfM conclusion, we will issue a Terms of
Reference for each review outlining the scope, methodology and timing of the
review. These will be agreed in advance and presented to Audit Committee.
The results of all our local VfM audit work and key messages will be reported
in our Audit Findings report and in the Annual Audit Letter. We will agree
any additional reporting to the Council on a review-by-review basis.
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Code criteria
The Council has
proper arrangements
in place for:
• securing financial
resilience
• challenging how it
secures economy,
efficiency and
effectiveness in its
use of resources

We will consider
whether the Council
is prioritising its
resources with tighter
budget

Work to be undertaken

Risk-based work focusing on arrangements relating
to financial governance, strategic financial planning
and financial control including review of:
Specifically we will:
• Review the Council's medium to long term
financial plan to determine the measures in place
to deliver savings over the medium to long term.
• Monitor the in-year progress against savings
targets and longer term plans to deliver recurrent
savings in future years.
• Monitor the Councils in-year progress and
achievement of its financial targets to the end of
the financial year, including HRA self-financing
and the leisure services contract.
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ITEM NO. 9.16

Logistics and our team
The audit cycle
March 2013

interim audit
visit

July 2013

Final accounts
visit

September 2013

Completion/
reporting

Key phases of our audit

2012-2013
Our team
Grant Patterson
Engagement Lead
T 0121 232 5296
E grant.b.patterson@uk.gt.com
Pragati Raithatha
Manager
T 0121 232 5291
E pragati.d.raithatha@uk.gt.com
Chris Kenny
Executive (IT Specialist)
T 0121 232 5158
E chris.m.kenny@uk.gt.com
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Madeleine Bastin
Executive
T 0121 232 5353
E madeleine.a.bastin@uk.gt.com

Date

Activity

January
2013

Planning meeting

FebruaryMarch
2013

Interim site work

June 2013

The audit plan presented to
Audit Committee

July 2013

Year end fieldwork
commences

August
2013

Audit findings clearance
meeting

September
2013

Audit Committee meeting
to report our findings

September
2013

Sign financial statements
and VfM conclusion

October
2013

Issue Annual Audit Letter

September 2013

Debrief
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ITEM NO. 9.17

Fees and independence
Fees

Fees for other services
£

Council audit

68,578

Grant certification

14,400

Total

82,978

Service

Fees £

None

Nil

Our fee assumptions include:

Independence and ethics

 Our fees are exclusive of VAT.

A member of the audit team has declared a friendship with the wife of your Monitoring Officer. This has been
discussed this with your Chief Executive and S151 Officer in previous years and they have confirmed that they are
aware of this and they are content that this does not present an issue. We have planned our allocation of work to
ensure that the team member has no contact with the Monitoring Officer and their work will not involve the
review of any areas where the Monitoring Officer has been directly involved. This reduces any potential threat to
an acceptably low level.

 Supporting schedules to all figures in the accounts
are supplied by the agreed dates and in accordance
with the agreed upon information request list.

 The scope of the audit, and the Council and its
activities have not changed significantly.
 The Council will make available management and
accounting staff to help us locate information and
to provide explanations.
 The grant certification fee is indicative and may vary
dependent upon the final levels of audit required.

We can therefore confirm that there are no significant facts or matters that impact on our independence as
auditors that we are required or wish to draw to your attention. We have complied with the Auditing Practices
Board's Ethical Standards and therefore we confirm that we are independent and are able to express an objective
opinion on the financial statements.
Full details of all fees charged for audit and non-audit services will be included in our Audit Findings report at the
conclusion of the audit.
We confirm that we have implemented policies and procedures to meet the requirement of the Auditing Practices
Board's Ethical Standards.
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ITEM NO. 9.18

Communication of audit matters with those charged with governance
International Standards on Auditing (ISA) 260, as well as other ISAs, prescribe matters
which we are required to communicate with those charged with governance, and which
we set out in the table opposite.
This document, The Audit Plan, outlines our audit strategy and plan to deliver the audit,
while The Audit Findings will be issued prior to approval of the financial statements and
will present key issues and other matters arising from the audit, together with an
explanation as to how these have been resolved.

Our communication plan

Audit Audit
plan findings

Respective responsibilities of auditor and management/those charged
with governance



Overview of the planned scope and timing of the audit. Form, timing
and expected general content of communications



We will communicate any adverse or unexpected findings affecting the audit on a timely
basis, either informally or via a report to the Council.

Views about the qualitative aspects of the entity's accounting and
financial reporting practices, significant matters and issue arising during
the audit and written representations that have been sought

Respective responsibilities

Confirmation of independence and objectivity





This plan has been prepared in the context of the Statement of Responsibilities of
Auditors and Audited Bodies issued by the Audit Commission (www.auditcommission.gov.uk).

A statement that we have complied with relevant ethical requirements
regarding independence, relationships and other matters which might
be thought to bear on independence.





We have been appointed as the Council's independent external auditors by the Audit
Commission, the body responsible for appointing external auditors to local public bodies
in England. As external auditors, we have a broad remit covering finance and
governance matters.

Details of non-audit work performed by Grant Thornton UK LLP and
network firms, together with fees charged.

Our annual work programme is set in accordance with the Code of Audit Practice ('the
Code') issued by the Audit Commission and includes nationally prescribed and locally
determined work. Our work considers the Council's key risks when reaching our
conclusions under the Code.
It is the responsibility of the Council to ensure that proper arrangements are in place for
the conduct of its business, and that public money is safeguarded and properly
accounted for. We have considered how the Council is fulfilling these responsibilities.
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Details of safeguards applied to threats to independence
Material weaknesses in internal control identified during the audit



Identification or suspicion of fraud involving management and/or others
which results in material misstatement of the financial statements



Non compliance with laws and regulations



Expected modifications to the auditor's report, or emphasis of matter



Uncorrected misstatements



Significant matters arising in connection with related parties



Significant matters in relation to going concern
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ITEM NO. 9.19

© 2013 Grant Thornton UK LLP. All rights reserved.
'Grant Thornton' means Grant Thornton UK LLP, a limited
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Head of Finance
Suzanne Campbell
01543 464389

Audit & Governance
25/6/13 & Council
3/7/13

AUDIT AND GOVERNANCE COMMITTEE
25 JUNE 2013
Annual Treasury Management Report 2012/13
1

Purpose of Report

1.1

To update members on treasury management activity and performance during
the 2012/13 financial year.

2

Recommendation

2.1

To approve the actual 2012/13 prudential and treasury indicators in this
report;

2.2

To note the annual treasury management report for 2012/13.

3

Key Issues and Reasons for Recommendations

3.1

Treasury management activity and performance during the 2012/13 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

5.1

Background

5.1.1 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 2012/13. This report meets
the requirements of both the CIPFA Code of Practice on Treasury
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Management (the Code) and the CIPFA Prudential Code for Capital Finance
in Local Authorities (the Prudential Code).
5.1.2 During 2012/13 the minimum reporting requirements were that the full Council
should receive the following reports:•
•

an annual treasury strategy in advance of the year (Council 29
February 2012);
an annual review following the end of the year describing the activity
compared to the strategy (this report).

5.1.3 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.
5.2

Executive Summary

5.2.1 During 2012/13, the Council complied with its legislative and regulatory
requirements. The key actual prudential and treasury indicators detailing the
impact of capital expenditure activities during the year, with comparators, are
as follows:Prudential and treasury
indicators

2012/13
Actual
£’000

2011/12
Actual
£’000

Capital expenditure

10,447

13,548

Capital Financing Requirement:

95,994

94,769

External debt as at 31 March

88,842

83,546

Investments as at 31 March
(all under one year maturity)

10,767

6,862

5.2.2 The Head of Finance confirms that borrowing was only undertaken for a
capital purpose and the statutory borrowing limit (the authorised limit), was not
breached in the year.
5.2.3 The financial year 2012/13 continued the challenging investment environment
of previous years, with continuing low investment returns and heightened
levels of counterparty risk.
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5.2.4 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.
5.3

The Economy and Interest Rates

5.3.1 The financial year 2012/13 continued the challenging investment environment
of previous years, namely low investment returns and continuing heightened
levels of counterparty risk. The original expectation for 2012/13 was that Bank
Rate would start gently rising from quarter 4 2014. However, economic
growth in the UK was disappointing during the year due to the UK austerity
programme, weak consumer confidence and spending, a lack of rebalancing
of the UK economy to exporting and weak growth in our biggest export market
- the European Union (EU). The UK coalition Government maintained its tight
fiscal policy stance against a background of warnings from two credit rating
agencies that the UK could lose its AAA credit rating. Moody’s followed up this
warning by actually downgrading the rating to AA+ in February 2013 and Fitch
then placed their rating on negative watch, after the Budget statement in
March. Key to retaining the AAA rating from Fitch and S&P will be a return to
strong economic growth in order to reduce the national debt burden to a
sustainable level, within a reasonable timeframe. Weak UK growth resulted in
the Monetary Policy Committee increasing quantitative easing by £50bn in
July to a total of £375bn. Bank Rate therefore ended the year unchanged at
0.5% while CPI inflation fell from 3% at the start of the year to end at 2.8% in
March, with a fall back to below 2% pushed back to quarter 1 2016. The EU
sovereign debt crisis was an ongoing saga during the year with first Greece
and then Cyprus experiencing crises which were met with bailouts after
difficult and fraught negotiations.
5.3.2 Gilt yields oscillated during the year as events in the ongoing Eurozone debt
crisis ebbed and flowed, causing corresponding fluctuations in safe haven
flows into / out of UK gilts. This, together with a further £50bn of QE in July
and widely expected further QE still to come, combined to keep Public Works
Loans Board (PWLB) rates depressed for much of the year at historically very
low levels.
5.3.3 Deposit rates. The Funding for Lending Scheme, announced in July, resulted
in a flood of cheap credit being made available to banks and this has resulted
in money market investment rates falling sharply in the second half of the
year. However, perceptions of counterparty risk have improved after the ECB
statement in July that it would do “whatever it takes” to support struggling
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Eurozone countries. This has resulted in some return of confidence to move
away from only very short term investing.
5.4

Strategy for 2012/13

5.4.1 The expectation for interest rates within the strategy for 2012/13 anticipated
low but rising Bank Rate (starting in quarter 4 of 2014) with similar gradual
rises in medium and longer term fixed borrowing rates over 2012/13. 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 counterparty risk considerations, resulting in relatively low
returns compared to borrowing rates.
5.4.2 In this scenario, the treasury strategy was to undertake borrowing while the
cost is low to avoid the cost of undertaking borrowing at higher interest rates
in the future.
5.4.3 The actual movement in gilt yields meant that PWLB rates fell during the first
quarter of the year to historically low levels. This was caused by a flight to
quality into UK gilts from EU sovereign debt, and from shares, as investors
became concerned about the potential for a Lehman’s type crisis of financial
markets if the Greek debt crisis were to develop into a precipitous default and
exit from the Euro. During the second and third quarters, rates rose gradually
and agreement of a second bail out for Greece in December saw the flight to
quality into gilts reverse somewhat, as confidence rose that the Eurozone
crisis was finally subsiding. However, gilt yields then fell back again during
February and March as Eurozone concerns returned, with the focus now
shifting to Cyprus, and flight to quality flows into gilts resumed. This was a
volatile year for PWLB rates, driven by events in the Eurozone which
oscillated between crises and remedies.
5.5

Capital Expenditure and Financing

5.5.1 The Council undertakes capital expenditure on long-term assets. These
activities may either be:•

Financed immediately through the application of capital or revenue
resources (capital receipts, capital grants, revenue contributions etc.),
which has no resultant impact on the Council’s borrowing need; or

•

If insufficient financing is available, or a decision is taken not to apply
resources, the capital expenditure will give rise to a borrowing need.

5.5.2 The actual capital expenditure forms one of the required prudential indicators.
The table below shows the actual capital expenditure and how this was
financed.
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Capital expenditure

2012/13
Actual
£’000
10,447

2011/12
Actual
£’000
13,548

1,944

974

864

2,608

Resourced by:
•

Capital receipts

•

Capital grants

•

Capital Reserves

•

Revenue contributions

1,314

2,362

• Major Repairs Reserve
Unfinanced capital
expenditure

4,393

283

1,932

7,132

189

5.5.3 There was unfinanced capital expenditure in 2012/13 relating to the purchase
of land at Mill Green, Chase Leisure Centre Enhancement and HRA
expenditure on PRC Dwellings.
5.6

Borrowing Need

5.6.1 The Council’s underlying need to borrow for capital expenditure is termed the
Capital Financing Requirement (CFR). This figure is a gauge of the Council’s
debt position. The CFR results from the capital activity of the Council and
what resources have been used to pay for the capital spend
5.6.2 Part of the Council’s treasury activities is to address the funding requirements
for this borrowing need. Depending on the capital expenditure programme,
the treasury service organises the Council’s cash position to ensure sufficient
cash is available to meet the capital plans and cash flow requirements. This
may be sourced through borrowing from external bodies (such as the
Government, through the Public Works Loan Board [PWLB] or the money
markets), or utilising temporary cash resources within the Council.
5.6.3 Reducing the CFR - the Council’s underlying borrowing need (CFR) is not
allowed to rise indefinitely. Statutory controls are in place to ensure that
capital assets are broadly charged to revenue over the life of the asset. The
Council is required to make an annual revenue charge, called the Minimum
Revenue Provision – MRP, to reduce the CFR. This is effectively a
repayment of the borrowing. This differs from the treasury management
arrangements which ensure that cash is available to meet capital
commitments. External debt can also be borrowed or repaid at any time, but
this does not change the CFR.
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5.6.4 The total CFR can also be reduced by:• the application of additional capital financing resources (such as
unapplied capital receipts); or
• charging more than the statutory revenue charge (MRP) each year
through a Voluntary Revenue Provision (VRP).
5.6.5 The Council’s 2012/13 MRP Policy (as required by CLG Guidance) was
approved as part of the Treasury Management Strategy Report for 2012/13
on 29 February 2012.
5.6.6 The Council’s CFR for the year is shown below, and represents a key
prudential indicator.

CFR

Opening balance
Add unfinanced capital
expenditure

31 March
2013
Actual
£’000

31 March
2012
Actual
£’000

94,769

29,372

1,932

7,132
59,245

Add Self Financing settlement
Less Provisions / Finance Lease

(256)

(728)

Less MRP/principal repayments

(451)

(252)

95,994

94,769

Closing balance

5.6.7 Borrowing activity is constrained by prudential indicators for net borrowing and
the CFR, and by the authorised limit.
5.6.8 Net borrowing and the CFR - in order to ensure that borrowing levels are
prudent over the medium term the Council’s external borrowing, net of
investments, must only be for a capital purpose. This essentially means that
the Council is not borrowing to support revenue expenditure. Net borrowing
should not therefore, except in the short term, have exceeded the CFR for
2012/13 plus the expected changes to the CFR over 2013/14 and 2014/15
from financing the capital programme. This indicator allows the Council some
flexibility to borrow in advance of its immediate capital needs. The table
below highlights the Council’s net borrowing position against the CFR. The
Council has complied with this prudential indicator.
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Net borrowing position

31 March
2013
Actual
£’000
78,075

31 March
2012
Actual
£’000
76,684

95,994

94,769

CFR

5.6.9 The authorised limit - the authorised limit is the “affordable borrowing limit”
required by s3 of the Local Government Act 2003. The Council does not have the
power to borrow above this level. The table below demonstrates that during 2012/13
the Council has maintained gross borrowing within its authorised limit.
5.6.10 The operational boundary – the operational boundary is the expected
borrowing position of the Council during the year. Periods where the actual
position is either below or over the boundary is acceptable subject to the
authorised limit not being breached.
5.6.11 Actual financing costs as a proportion of net revenue stream - this
indicator identifies the trend in the cost of capital (borrowing and other long
term obligation costs net of investment income) against the net revenue
stream.

Authorised limit
Maximum gross borrowing position
Operational boundary
Average gross borrowing position
Financing costs as a proportion of
net revenue stream
5.7

2012/13
£’000
101,773
88,842
94,930
87,920
3.82%

Borrowing Outturn for 2012/13

5.7.1 A new loan of £4.7 million was drawn from the PWLB on 31 May 2012 at a
rate of 4.05%. This loan will mature in May 2037. A new loan of £0.8 million
was drawn from the PWLB on 28 Feb 2013 at a rate of 1.47%. This loan will
mature in Feb 2017.
5.8

Treasury Position as at 31 March 2013

5.8.1 The Council’s debt and investment position is organised by the treasury
management service in order to ensure adequate liquidity for revenue and
capital activities, security for investments and to manage risks within all
treasury management activities. Procedures and controls to achieve these
objectives are well established both through Member reporting detailed in the
summary, and through officer activity detailed in the Council’s Treasury
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Management Practices. At the beginning and the end of 2012/13 the
Council‘s treasury position was as follows:-

Actual Debt v CFR

31 March
2013
Actual
£’000

31 March
2012
Actual
£’000

Fixed rate funding:
-PWLB

88,805

83,506

-Market

37

40

490

662

Total debt

89,332

84,208

CFR

95,994

94,769

-Lease liabilities

5.9

Investment Rates in 2012/13

5.9.1 Bank Rate remained at its historic low of 0.5% throughout the year; it has now
remained unchanged for four years. Market expectations of the start of
monetary tightening were pushed back during the year to early 2015 at the
earliest. The Funding for Lending Scheme resulted in a sharp fall in deposit
rates in the second half of the year.
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5.10

Investment Outturn for 2012/13

5.10.1 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 29 February 2012. 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.).
5.10.2 The investment activity during the year conformed to the approved strategy,
and the Council had no liquidity difficulties.
5.10.3 The Council’s longer term cash balances comprise both revenue and capital
resources, although these will be influenced by cash flow considerations. The
Council’s core cash resources primarily comprised general balances,
earmarked reserves and usable capital receipts.
5.10.4 The Council maintained an average balance of £14.468 million. The funds
earned an average rate of return of 0.62%. The comparable performance
indicator is the average 3 month LIBID rate, which was 0.57%. The Council’s
performance against this benchmark in another year of considerable turmoil is
a reflection of the success of the strategy of investing a high proportion of the
portfolio with UK Banks covered by the government’s guarantee, coupled with
comparatively good rates offered by call accounts.
5.10.5 Although the average rate of return exceeded the benchmark, overall
investment earnings of £90,000 were less than was predicted when the
budget was set in February 2012 (£122,000). This is primarily as a result of
the continuing low bank rate which was expected to rise later in the year when
the budget was set.

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.

6.3

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

6.4

Section 17 (Crime Prevention)
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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

