CANNOCK CHASE COUNCIL
MINUTES OF THE MEETING OF THE
AUDIT AND GOVERNANCE COMMITTEE
TUESDAY, 25 JUNE, 2013 AT 4.00 P.M.
IN THE CIVIC CENTRE, BEECROFT ROAD, CANNOCK
PART 1
PRESENT:
Councillors
Ball, G.D. (Chairman)
Bottomer, B. (Vice-Chairman)
Dudson, A.
Johnson, J.
Also Present
1.

Molineux, G. N.
Whitehouse, Mrs L.

Grant Patterson, Director, Grant Thornton UK LLP

Apologies
Apologies for absence were received from Councillor B. Gamble.

2.

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.

3.

Minutes
RESOLVED:
That the Minutes of the meeting held on 26 March 2013 be approved as a
correct record and signed.

4.

Annual Treasury Management Report 2012-13
The Chairman informed Members that item 10 of the Agenda, ‘Annual
Treasury Management Report 2012-13’, would be taken before item 4,
‘Strategic Risk Register’.
Consideration was given to the Report of the Head of Finance (Item 10.1 –
10.10 of the Official Minutes of the Council).
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The Head of Finance circulated a revised version of his report at the start of
this item, explaining that an out-of-date version had been submitted for
circulation in error.
The Head of Finance then provided an overview of the report, explaining that
it outlined the Council’s performance in relation to its capital expenditure,
borrowing and investments for 2012-13. The following specific points were
then brought to the Committee’s attention:
•

Borrowing was only undertaken as a last resort option when utilisation
of reserves or surplus S106 funds was no longer possible;

•

Borrowing was monitored on a daily basis, with the Council seeking
professional advice on how to manage and invest such funds
accordingly;

•

Where any investment was undertaken, the Council would only invest
in AAA rated banks;

•

Any surplus cash flows received by the Council were invested back
into services, primarily the capital programme.

Councillor Johnson asked if the Council used outside agencies to provide
advice on investments.
The Head of Finance replied that outside agencies were used, but the final
decision on what investments to make and who to invest with always rested
with the Council to ensure they were kept within the Council’s treasury
indicator limits.
The Chairman asked why finance related risks were only classified as ‘low’
risks by the external auditors.
Mr G. Patterson, Director, Grant Thornton, replied that the auditors could
check back on how and where financing happened as there was a clear
audit trail in place, so there was a lower level of risk of monitoring activity in
those areas.
RESOLVED:
1. That the actual 2012/13 prudential and treasury indicators, as detailed
in the report, be approved;
2. That the Annual Treasury Management Report for 2012-13 be noted.
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5.

Strategic Risk Register
Consideration was given to the Report of the Head of Governance (Item 4.1
– 4.4 of the Official Minutes of the Council).
The Head of Governance provided an overview of the report, explaining that
it detailed how the Council performed in managing its strategic risks, both
during the final quarter of 2012-13 and for the whole year.
It was reported that a review of the Strategic Risk Register was being
undertaken, and a revised version would be presented to the next meeting of
the Committee.
RESOLVED:
That the Committee is satisfied with the effectiveness of the Council’s Risk
Management arrangements for the 2012/13 financial year.

6.

Review of Effectiveness of Internal Audit
Consideration was given to the Report of the Head of Governance (Item 5.1
– 5.4 of the Official Minutes of the Council).
The Head of Governance provided an overview of the report, explaining how
the review was undertaken, and what the outcomes of the review were.
It was also reported that a self-review of the Committee would be carried out
later on in 2013/14, as it had been some years since a review last took
place.
RESOLVED:
1. That the findings of the annual review of the effectiveness of internal
audit for 2012-13 be noted;
2. That it be noted Internal Audit is operating effectively and can be
relied upon when considering the Annual Governance Statement for
2012-13.

7.

Internal Audit Annual Report 2012-13
Consideration was given to the Report of the Chief Internal Auditor (Item 6.1
– 6.3 of the Official Minutes of the Council).
The Chief Internal Auditor explained the report provided a summary of work
undertaken by the service during 2012-13. The following points were then
brought to the Committee’s attention:
•

‘Reasonable assurance’ was the most realistic rating Internal Audit
could provide in respect of the Council’s governance arrangements,
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as a full review was not undertaken each year;
•

100% of the planned audit work for 2012-13 had been completed.

Councillor Johnson asked if the Council appointed different external auditors
on an annual basis.
Mr G. Patterson, Director, Grant Thornton, replied that this was not the case,
and they currently had a five year contract in place with the Council, which
could be extended for a further three years, subject to approval by the Audit
Commission, who were the responsible body for making such appointments.
RESOLVED:
That the 2012-13 Internal Audit Annual Report be noted.
8.

Annual Governance Statement 2012-13
Consideration was given to the Report of the Head of Governance (Item 7.1
– 7.5 of the Official Minutes of the Council).
The Head of Governance provided an overview of the report, explaining that
Council was statutorily required to produce and approve an Annual
Governance Statement.
The Chair asked what plans there were for induction training for Members.
The Head of Governance
explained that induction training for the
Committee Members would be provided on immediately before the
Committee meeting scheduled for 20 August 2014 (time and venue to be
advised).
RECOMMENDATION TO COUNCIL:
That the Annual Governance Statement for 2012-13 be approved.

9.

External Audit – Audit Fees 2013-14
The Committee received for information a letter from Grant Thornton,
external auditors (Item 8.1 to 8.3 of the Official Minutes of the Council),
which outlined the audit fees payable by the Council during 2013-14.
Mr G. Patterson, Director, Grant Thornton, explained there had been no
change in the fees payable in comparison with 2012-13.
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10.

External Audit – Audit Plan 2012-13
Consideration was given to the Report of Grant Thornton, external auditors
(Item 9.1 – 9.19 of the Official Minutes of the Council).
Mr G. Patterson, Director, Grant Thornton, explained that the report detailed
how the audit work was undertaken, what interim work had been carried out
during the year, and what key tasks were still to be completed.

CHAIRMAN
(The meeting closed at 5:20pm)
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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
20 AUGUST 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 outcome of the Annual Review for 2012/13
and the progress during the first quarter of the 2013/2014 financial year.

3

Key Issues and Reasons for Recommendation

3.1

At the end of June 2013, 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 2013
2
4
0
6

Number of Risks at
30th June 2013
2
4
0
6

ITEM NO. 4.2

4

Relationship to Corporate Priorities

4.1

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

5

(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 the Council’s aims and objectives.

(ii)

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

Report Detail
Annual Review

5.1

At the end of 2012-13 there were 12 Strategic Risks. A full review of the strategic
risks at the end of 2012-13 has been carried out. 4 risks have been carried
forward from 2012-13, 8 risks have been removed as they are no longer
considered to be strategic risks and 2 new risks added.

5.2

In total there are 6 risks on the updated risk register for 2013-14.

5.3

The 8 risks deleted are:
No
1

Risk
Insufficient Capacity

2

Lack of Staff Wellbeing/Low
Morale

5

Decision making is not evidence
based

7

Shared Services with Stafford
Borough Council

8

Budget Assumptions do not
deliver required savings

10

Regeneration Strategy for Moss
Estate, Chadsmoor

Reason for removal
All services operating at minimum
capacity level. Services do not have
the capacity to cope with the
unexpected/excessive peaks in
workload. This is considered to be a
reality rather than a risk and is being
managed accordingly.
This risk is considered to be a
consequence of Risk No 17 and not
a strategic risk in its own right.
Risk score has been reduced and is
no longer considered to be a
strategic risk.
Risk score has been reduced and is
no longer considered to be a
strategic risk.
This risk has been managed and has
been replaced with a new risk re
CSR for 2013-14
This is now considered to be an
operational risk.

ITEM NO. 4.3
12

Adaptations (DFG’s)

13

Refurbishment of Chase Leisure
Centre

Risk score has been reduced and is
no longer considered to be a
strategic risk.
Leisure Centre work now completed.
Resolution of contractual issues is a
reality not a risk and is being
managed accordingly.

1st Quarter Review
5.4

At the end of Quarter 1 the number of strategic risks remains at 6.
6 All risk
scores have been reviewed and:
•

unchanged
All 6 risks remain unchanged.

The current risk profile is summarised in the table at 3.1. Full details, including
the direction of travel for the period 31st March 2013 to 30th June 2013 can also
be found attached at Appendix 1.
5.5

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

5.6

A progress update for
or those actions due up to June 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.

5.7

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 risks since 31st March 2013:
Progress Indicator
No progress made in reducing the risk

2 Risks

Some progress made in managing the
risk

4 Risks

Risk on target to be reduced

0 Risks

6

Implications

6.1

Financial
None

Current position

ITEM NO. 4.4
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
and appendices.

6.8

Equality & Diversity
None

6.9

Best Value
None
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Appendices to the Report
Appendix 1 – Summary of Strategic Risks 2013-14
Appendix 2 – Strategic Risk Register – Detailed

Previous Consideration
None

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

Appendix 1
SUMMARY OF STRATEGIC RISKS FOR 2013-14

Risk
No

Potential Risks

Risk Owner

Date
Score at Score at Direction
Added to
31st
30th of Travel
Risk
March
June
Register
2013
2013

RED/HIGH RISKS
Head of Finance &
Head of Housing & April 2013
Waste Management

16

Impact of Benefit Reform

17

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

18

18

↔

April 2013

18

18

↔

Jun-11

12

12

AMBER/MEDIUM RISK
4

Commissioning and
management of services

15

Failure to achieve an adopted Head of Planning &
Local Plan for the District
Regeneration

Jun-11

12

12

11

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

Jun-11

9

9

↔
↔
↔

3

District's needs not recognised
Chief Executive
by external stakeholders

Jun-11

9

8

↔

Corporate Director

RISKS REMOVED AS PART OF THE ANNUAL REVIEW – APRIL 2013
Potential Risks

Risk Date

Apr 2012

Apr 2013

Direction
of Travel

13

Refurbishment of Chase
Leisure Centre

2011

Medium

Medium

↔

1

Insufficient Capacity

2008

Medium

Medium

↔

2

Lack of Staff Wellbeing/Low
Morale

2011

Medium

Medium

↔

Risk
No

Regeneration strategy for
Moss Estate, Chadsmoor

2011

Medium

Medium

↔

5

Decision making is not
evidence based

2011

Medium

Low

↓

7

Shared Services with Stafford
Borough Council

2011

Medium

Low

↓

8

Budget Assumptions do not
deliver required savings

2011

Medium

Low

↓

12

Adaptations (DFGs)

2011

High

Low

↓

10

Key to Direction of Travel

↓

Risk has decreased

↔

Risk level unchanged

↑

Risk has increased

Appendix 2
STRATEGIC RISK REGISTER

Ref No: 3

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

Score: 2

x4=8

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

Timescale/Person
Responsible

Progress/Comments

Identify strategic gaps in funding opportunities
externally

QTR 3
Head of Planning &
Regeneration

The Council was successful in securing Growing Places
Funds and is still waiting to hear on European funding

Council response to the Mid Staffordshire Hospital
Trust Administrators report

QTR3
Chief Executive

The report due on 19th June 2013 has been delayed and
is now anticipated during August 2013. Thereafter there
will be a consultancy period during which time the
Council’s response will be developed.

Appendix 2
Overall Progress Summary:: A Cabinet decision was taken in S
September
eptember 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 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

x 4 = 12

Portfolio: Culture & Sport, Health & Wellbeing and Corporate
Improvement

Links To Priority Delivery Plans for People and Transformation:
• To provide accessible leisure and culture facilities;
• To provide a range of health activities and initiatives through our culture and leisure facilities and services;
• 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

Appendix 2
Actions Planned

Timescale/Person
Responsible

Commissioning Strategy

TBA
Head of Commissioning

Wider Review
iew of Voluntary Sector Commissioning

TBA
Head of Commissioning

Progress/Comments

In Progress

Overall Progress Summary:: The new commissioning arrangements for the Council
Council’s
s leisure services have been
established with a clear framework for managing the relationship and service delivery by WLCT. Good progress has now
been made to strengthen the
he commissioning arrangements for voluntary sector services. The review of the future options
for provision of grounds maintenance and street
treet sc
scene services has been completed with a member decision for In-house
In
services for the next 5 years. Due to the recent Senior Management restructure, the Head of Commissioning took on
additional responsibilities therefore delivering
livering progress and developing controls to manage tthese risks will be slower than
anticipated.

Ref No: 11

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

Score:

3x3=9

AMBER

Appendix 2
Consequences Of Risk:
• Negative Public Relations
• Criticism
Risk Owner: Head of Commissioning

Portfolio: Health

Links To Priority Delivery Plan for People:
• Review burial space within the District
Controls in Place
• Identified 1 suitable site within district (subject to test holes)
• Members have given approval to look forr 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
se 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 snow
the test results proved inconclusive and
a further tests are
on-going during this summer. It is expected that test
results
sults 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 hass been appointed and has produced a Tier 2 Survey which has been submitted
ted to the EA for
their consideration.

Ref No: 15

Risk: Failure to achieve an adopted Local Plan for the District

Score:

AMBER

3 x 4 = 12

Appendix 2
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
Links To Priority Delivery Plan for Prosperity:
• Increase the economic, social and environmental prosperity of the District through sustainable development
Controls in Place
• Process for consultation with the public, dev
developers, stakeholders and partners
• Process for engagement with members through Policy Development Committee
• Process to secure Cabinet endorsement of Local Plan drafts
Actions Planned
Examination of Local Plan

Timescale/Person
Responsible
QTR 2
Head of Planning &
Regeneration

Progress/Comments
The Examination of the Local Plan will commence in
September 2013.

Overall Progress Summary: The Council should be in a position to adopt Part 1 of the District Local Plan by mid-2014.
mid

Ref No: 16

Risk: Impact of Benefit Reform

Consequences Of Risk:

AMBER

Score: RED 6 X 3 = 18

Appendix 2
• Increased demand for services (additional workload, pressure on service delivery, additional resourcing etc.)
• Increase in arrears on Council Tax
• Impact on Rent Arrears
Risk Owner: Head of Finance and Head of Housing & Waste
Portfolio: Corporate Improvement, Health & Wellbeing and Housing.
Management
Links to Priority Delivery Plans for Place and Transformation
Transformation:
• Manage the Council’s Housing Stock
• Provide an infrastructure of financial accountability, advice and support to enable Members and frontline services to fulfil the Council’s
priorities, policies, key aims and objectives.
Controls in Place
• Monitoring impact of localisation of Council Tax Support

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

Timescale/Person
Responsible
On-going
QTR 2
On-going

Progress/Comments
Quarterly reports will be developed
A report is going to Cabinet
Cabine on 19th September to agree
some mitigating actions.
Quarterly reports are being developed.

Overall Progress Summary: It is considered that, subject to the actio
actions
ns outlined in the report to Cabinet in September
being agreed, some of the adverse impacts will be mitigated.

Ref No: 17

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

Score: RED 6x3=18

RED

Appendix 2
Review
Consequences Of Risk:
• Council size becomes too small to sustain a viable organisation
• The Council is unable to deliver services to the needs of its population
• Low staff morale
Risk Owners:
Head of Finance
Portfolio: This risk cuts across all Portfolio’s
Links To Priority Delivery Plan for Transformation:
• Provide an infrastructure of financial accountability, advice and support to enable Members and frontline services to fulfil the Council’s
priorities, policies, key aims and objectives.
Controls in Place:
• Annual Financial Plan and Medium Term Financial Strategy to 2016/17 in place
• The 2013/14 Revenue Budget is balanced but requires support from balances
• Comprehensive Service Review being undertaken on an annual basis
• Corporate Budget Monitoring
Actions Planned
Analysis of 2013 Spending Review & update the Financial
Plan

Timescale

Progress/Comments

July 2013

Continue review of base budget to meet the anticipated
funding deficit

On-going

In Progress

Review of all sources of finance for the Council

On-going

In Progress

Further examination of Shared Services opportunities

On-going

In Progress

Looking at different options for Service Delivery

On-going

In Progress

Continue Lobbying for additional support for rural areas

On-going

Regular briefing notes to MP’s
provided as part of 2013/14
settlement

Establish arrangements for adequate planning control and
monitoring of Business Rates, New Home Bonus Funding
and Council Tax Discounts
Monitor Impact of Welfare Reform Act

June 2013

Dedicated resource provided in
Financial Services

On-going

In Progress

Appendix 2
Actions Planned
Optimising savings from Procurement – contracts register to
be updated and maintained and spend analysis exercise to
be completed to identify areas for potential savings

Timescale
On-going

Progress/Comments
Review of procurement
procure
function
currently
curre
underway to identify
additional capacity to support this
work

Overall Progress Summary: The anticipated reductions in financial support provided by the government to the Council in
future years are well publicised. Financial Services are continui
continuing
ng to closely monitor corporate resources available to the
Council and are regularly updating projections of key sources of revenue for future years in light of government
announcements. This early identification of the anticipated shortfall in resources g
going
oing forward will be fundamental in
developing service delivery strategies that will allow the Council to deliver efficient services with fewer resources.

RED

ITEM NO. 5.1
Report of:
Contact Officer:
Telephone No:
Report Track:

Chief Internal
Auditor
Stephen
Baddeley
4415
Audit &
Governance
Committee only

Audit & Governance Committee
20th August 2013
Internal Audit Charter

1

Purpose of Report

1.1

To present to the Audit & Governance Committee for approval the Audit
Charter for Internal Audit.

2

Recommendations

2.1

That the Committee approves the Audit Charter

3

Key Issues and Reasons for Recommendation

3.1

Attached at Appendix 1 is the Audit Charter.

3.2

The Audit Charter provides a framework for the operation of the Internal Audit
service and is required by the Public Sector Internal Audit Standards (PSIAS)
which came into effect on 1st April 2013. PSIAS require the Charter to be
approved by the Board which for the Council’s purpose is the Audit &
Governance Committee.

3.3

The Internal Audit charter is a formal document that defines Internal Audit’s
purpose, authority and responsibility. The charter establishes Internal Audit’s
position within the organisation, including the nature of the Chief Internal
Auditor’s functional reporting relationship with the Audit Committee; authorises
access to records, personnel and physical properties relevant to the
performance of engagements; and defines the scope of Internal Audit’s
activities.

ITEM NO. 5.2
4

Report Detail

4.1

The Audit Charter is the governing document for the Internal Audit section
setting out the role of the section and the relationships with Senior Managers
and members.

4.2

The Audit Charter replaces the previous Terms of Reference for Internal Audit
which have been reviewed and approved by the Committee periodically. The
latest Terms of Reference were approved in March 2011. The Charter is not
significantly different to the Terms of Reference document which the Section
has been working under.

4.3

The Audit Charter has been written to comply with the PSIAS requirements

4.4

The Charter covers –
•
•
•
•
•
•
•
•
•
•
•
•
•
•

purpose;
objectives;
scope and authority;
responsibilities;
statutory requirements and standards of approach;
independence;
the authority and rights of access;
objectivity and confidentiality;
resources;
Management;
the Internal Audit Plan;
reporting lines for Internal Audit;
the Quality Assurance and Improvement Programme; and
relationships with Elected Members and Senior Management.

4.5

The Charter will be reviewed every 2-3 year or when significant changes occur
and updated versions will be brought to the Audit & Governance Committee
for approval when required.

4.6

Please see Appendix 1 for the Audit Charter.

ITEM NO. 5.3
5

Implications

5.1

Financial
None

5.2

Legal
None

5.3

Human Resources
None

5.4

Section 17 (Crime Prevention)
None

5.5

Human Rights Act
None

5.6

Data Protection
None

5.7

Risk Management
None

5.8

Equality & Diversity
None

5.9

Best Value
None
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Appendices to the Report
Appendix 1 – Audit Charter

Background Papers
•
Public Sector Internal Audit Standards
•
Local Government Application Note for the United Kingdom Public
Sector Internal Audit Standards.
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Appendix 1

Internal Audit
Charter
August 2013

Internal Audit Section – Audit Charter
1

Introduction

1.1

The internal audit charter is a formal document that defines internal audit’s
purpose, authority and responsibility. The charter establishes Internal Audit’s
position within the organisation, including the nature of the Chief Internal
Auditor’s functional reporting relationship with the Audit Committee; authorises
access to records, personnel and physical properties relevant to the
performance of engagements; and defines the scope of Internal Audit’s
activities. It provides a framework for the conduct of the service and has been
approved by the Council’s Leadership Team and the Audit Committee1.

1.2

The requirement for an Internal Audit function derives from local government
legislation, including section 151 of the Local Government Act 1972 which
requires that all Local Authorities must “make arrangements for the proper
administration of their financial affairs”. More specific requirements are set out
in the Accounts and Audit Regulations 2011 which require the Council to
“maintain an adequate and effective system of internal audit of their
accounting records and control systems in accordance with proper internal
audit practices”. This is reinforced in the Council’s Financial Regulations.

2

Purpose of Internal Audit

2.1

The definition provided in the PSIAS is:
“Internal auditing is an independent, objective assurance and consulting
activity designed to add value and improve an organisation’s operations. It
helps an organisation accomplish its objectives by bringing a systematic,
disciplined approach to evaluate and improve the effectiveness of risk
management, control and governance processes.”

2.2

Internal Audit is therefore an assurance function which primarily provides an
independent and objective opinion to the Council on its governance
arrangements and internal controls.

2.3

The Internal Audit Section does this by conducting an independent appraisal
of all the Council’s activities, financial and otherwise. It provides a service to
the whole of the Council and to all levels of management.

1

The term Audit Committee is used throughout the document - this will refer to the Audit &
Governance Committee at Cannock Chase DC and the Audit & Accounts Committee at Stafford BC
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3

Objectives of Internal Audit

3.1

The objective of the Internal Audit Section is to give assurance to the Council
on the adequacy of its governance arrangements. The key elements of this
are:
•

To provide advice and support to ensure an effective control environment
is maintained including completeness, reliability and integrity of financial,
performance, risk and other management information and the methods for
safeguarding assets;

•

To contribute to the achievement of Corporate objectives by
recommending improvements in control and performance of the systems
established to ensure compliance with corporate and departmental policies
and procedures and legislative requirements; and

•

To provide advice and guidance to ensure Managers have developed
effective arrangements to promote appropriate ethics and values within the
Council and arrangements to prevent and detect fraud and corruption, this
will including input in to the key policies such as Financial Guidelines and
Anti-fraud and Corruption Policies.

4

Scope & Authority of Internal Audit

4.1

All of the Council’s activities, regardless of funding source, may be subject to
review by Internal Audit. Internal Audit work will cover all of the operational
and management controls within the Council. This does not imply that all
systems will be subjected to review in any given year, but that all systems will
be included in the audit planning process and hence be considered for review
following the assessment of risk.

4.2

The scope of audit work extends to services provided through partnership
arrangements (including Shared Services). The Chief Internal Auditor will
decide, in consultation with all parties, whether Internal Audit will conduct the
work to derive the required assurance themselves or rely on assurance
provided by other auditors. Where relevant, appropriate access rights will be
negotiated and included in contracts and partnership agreements to ensure
that Internal Audit can obtain access to the personnel and records within the
partner organisation to obtain the necessary assurances.

4.3

The Internal Audit Section will consider the adequacy of the controls
established by managers to secure propriety, economy, efficiency and
effectiveness in all areas.

4.4

It is not the remit of the Internal Audit Section to question the appropriateness
of policy decisions. However, the Section is required to examine the
management arrangements of the Council by which such decisions are made,
monitored and reviewed, how polices are applied by the Council and also
compliance with agreed policies.
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4.5

The Internal Audit Section may also conduct any special reviews, providing
independent and objective services, such as consultancy and fraud related
work as requested by Management. There will always be due consideration in
planning this work to ensure that the Section maintains its objectivity and
independence. The impact of taking on additional work on the audit plan will
be taken into account and where necessary reported to the Head of
Governance and the Audit and Governance Committee for approval.

4.6

Internal Audit does not have responsibility for the prevention and detection of
fraud or corruption. It is the responsibility of all Managers to ensure
appropriate procedures are put in place to prevent and detect fraud. Internal
Auditors should however, be alert in all their work to risks and exposures that
could allow fraud or corruption to occur and to any indications that fraud or
corruption may have been occurring.

4.7

In line with the Council’s Anti-fraud and Corruption Framework, the Chief
Internal Auditor should be notified of all suspected or detected fraud,
corruption or impropriety within the Council. Where relevant the Internal Audit
section will advise and assist Managers in the investigation of the fraud and
corruption.

5

Responsibility of Internal Audit

5.1

The Council has a responsibility for conducting, at least annually, a review of
the effectiveness of the governance arrangements and producing an Annual
Governance Statement. The review of the effectiveness of the governance
arrangements is informed by:
• the work of the internal auditors;
• information from the managers within the authority who have responsibility
for the development and maintenance of governance arrangements; and
• comments made by the external auditors and other review agencies and
inspectorates.

5.2

To assist with this review the Chief Internal Auditor will produce an annual
internal audit report summarising the areas that have been subject to Internal
Audit review in the year. This annual report will include an opinion, based on
the areas examined, on whether the Council’s governance arrangements,
including those for economy, efficiency and effectiveness, are adequate and
have been properly applied in the year.

5.3

In order to provide the required opinion the Internal Audit Section will
undertake a programme of work on the advice of the Chief Internal Auditor.
The programme of work will aim to achieve the following objectives:
•
•

to appraise the soundness, adequacy, and application of the whole internal
control system;
to ascertain the extent to which the systems of internal control ensure
compliance with current policies and procedures;
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•

•
•

•
•

to ascertain the extent to which assets and interests entrusted to or funded
by the Council are properly controlled and safeguarded from losses arising
from fraud, irregularity or corruption;
to ascertain that accounting and other information is reliable as a basis for
the production of accounts, and financial, statistical and other returns;
to ascertain the integrity and reliability of financial and other information
provided to management, including that used in the decision making
processes;
to ascertain that systems of control are laid down and operate to promote
the economic and efficient use of resources;
to investigate, where appropriate, frauds or significant breaches of the
internal control system.

5.4

Managers and not Internal Audit have ultimate responsibility for ensuring that
internal controls throughout the Council are adequate and effective. This
responsibility includes the duty to continuously review internal controls and
ensure that they remain suitable in design and effective in operation. The
existence of Internal Audit does not diminish the responsibility of management
to establish and maintain systems of internal control to ensure that activities
are conducted in a secure, efficient and effective manner.

5.5

Responsibility for the response to advice and recommendations of Internal
Audit lies with management, who either accept and implement the advice or
formally reject it accepting the risks involved in doing so. Internal Audit advice
and recommendations are given without prejudice to the right of Internal Audit
to review and offer an opinion on the relevant policies, procedures and
operations at a later stage.

6

Statutory Requirement and Standards of Approach

6.1

The work of the Internal Audit Section will be performed with due professional
care and in accordance with the Accounts and Audit Regulations 2011 and the
Public Sector Internal Audit Standards (PSIAS) and any subsequent guidance
which updates or replaces these.

6.2

The Internal Audit Section will adopt a predominantly risk based systems
approach to auditing in order to meet its primary objective of reviewing the
governance arrangements of the Council. In undertaking its work the Section
will:
•
•
•

•

identify all elements of control systems on which it is proposed to place
reliance;
evaluate those systems, identify inappropriate or inadequate controls and
recommend improvement in procedures or practices;
provide advice on the management of risk, predominantly but not
exclusively surrounding the design, implementation and operation of
systems of internal control;
produce clear reports that provide management with an opinion on the
soundness, adequacy and application of internal controls;
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•
•
•

•

ascertain that those systems of internal control are designed and operate
to achieve the most economic, efficient, and effective use of resources;
draw attention to any apparently uneconomical or unsatisfactory results
flowing from decisions, practices or policies;
contribute to the general management and conduct of business through the
provision of expertise on appropriate working-groups and participation in
ad-hoc exercises, subject to adequate resources being available in the
audit plan; and
liaise with External Auditors.

6.3

All Internal Auditors working in Local Government are required to comply with
the Code of Ethics contained in PSIAS in addition to any requirements placed
on them by the Council or any other Professional Body that they are members
of.

7

Independence of Internal Audit

7.1

The Internal Audit Section will remain independent of the systems and
procedures which are subject to its review. Internal Audit will also remain free
from interference by any element of the Council and the scope of its work will
not be restricted in any way.

7.2

To enable the auditors to perform their duties in a manner which facilitates
impartial and effective professional judgements and recommendations Internal
Audit staff will not be responsible for activities outside of Internal Audits main
responsibilities. All audit staff will act with due professional care ensuring that
they are fair and objective, free from any conflicts of interest and abide by
professional standards and guidelines.

7.3

In seeking to provide an independent and objective opinion it is accepted that,
being located within the organisation, the Internal Audit function cannot be
wholly independent of all management. Internal Audit’s independence will
therefore be achieved through its organisational status and from the fact that
the Chief Internal Auditor has no other areas of responsibility other than the
Internal Audit function.

7.4

The Chief Internal Auditor reports to the Head of Governance but has the right
to report directly to the s151 Officer, Chief Executive, Monitoring Officer, Chair
of the Audit Committee or External Auditor where it is deemed necessary. The
Head of Governance has other areas of responsibility which may compromise
their independence when these areas are subjected to audit, where this
occurs the Chief Internal Auditor can invoke the right to report directly to
others.

7.5

The Chief Internal Auditor will make the Audit Committee aware if the
independence of Internal Audit is impaired or appears to be impaired. The
nature of such a disclosure will depend upon the nature of the impairment.
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7.6

Internal Audit staff are often consulted during system, policy or procedure
development. This is a good practice as it enables comments to be made on
potential control weaknesses and tries to ensure that systems, policies or
procedures are adequate prior to be being introduced. However, this does not
preclude Internal Audit staff from reviewing and making comments for
improvements during routine audits or other reviews where they were
consulted during the system, policy or procedure development stage.

7.7

The Internal Audit Section determines its work priorities in consultation with
Leadership Team, the s151 Officer and the Audit Committee.

7.8

The Chief Internal Auditor reports to the Audit Committee in relation to the
delivery of the Internal Audit Plan, the Internal Audit Annual Report and
periodic updates of Internal Audit work.

7.9

The Chief Internal Auditor is responsible for the content of all written reports
produced by the section. The Chief Internal Auditor has the right to report in
his own name and offer an audit opinion without “fear or favour” to all officers
and members and in particular to those charged with governance at the
Council.

8

Authority and Rights of Access

8.1

In order to perform their duties Internal Audit has the authority, as set out in
the Council’s Financial Regulations, to:
•
•
•
•

•

enter at all reasonable times, any Council premises or land;
have access to all records, documents, correspondence and computer
systems relating to the Council and its activities;
require and receive such explanations as necessary concerning any matter
under examination;
require any employee of the Council to produce records, cash, stores or
any other Council property under their control, necessary to carry out their
duties;
have the right to direct access to the s151 Officer, Chief Executive, Chair of
the Audit Committee, Leader of the Council and External Auditors, where it
is deemed necessary.

8.2

Where necessary such rights of access may be called upon and should be
granted to Internal Auditors on demand and not subject to prior notice or
approval.

8.3

All employees are required to assist Internal Audit in fulfilling its roles and
responsibilities.

8.4

The Internal Audit Section will comply with any requests from External
Auditors for access to any information, files or working papers obtained or
prepared during the audit work that they need in order to discharge their
responsibilities.
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9

Objectivity & Confidentiality

9.1

Internal Auditors must demonstrate the highest level of professional objectivity
in gathering, evaluating and communicating information about the function or
process being examined. They must make a balanced assessment of all
relevant circumstances and not be unduly influenced by their own interests or
by others in forming judgements.

9.2

All records documentation and information accessed in the course of
undertaking Internal Audit activities shall be used solely for that purpose. The
Chief Internal Auditor and individual Internal Auditors (including contractors
and external providers performing work on behalf of Internal Audit) are
responsible and accountable for maintaining the confidentiality of the
information they receive during the course of their work.

9.3

All Internal Audit reports are confidential however they may be requested
under the freedom of information legislation. The Chief Internal Auditor must
be consulted before making the report available under FOI and where
necessary elements of the report can be redacted.

9.4

The Chief Internal Auditor should also be consulted before any Internal Audit
Report or extracts from it are included in a committee report or released to any
other party.

10

Internal Audit Resources

10.1 The Council has a duty to provide sufficient resources to allow an adequate
and effective Internal Audit service to be provided. Where it is felt that the
resources are inadequate to meet the objectives of the Internal Audit Section,
the Chief Internal Auditor in conjunction with the Head of Governance, will
formally report this to the s151 Officer, Chief Executive and the Audit
Committee.
10.2 The staffing structure of the section will comprise a mix of professional and
technician posts in order to provide a wide knowledge and skills base. The
Chief Internal Auditor will hold a relevant professional qualification (CMIIA,
CCAB or equivalent) and be suitably experienced. The s151 Officer will be
involved in the recruitment of the Chief Internal Auditor.
10.3 The Chief Internal Auditor is responsible for ensuring that Internal Auditors
receive appropriate training and experiences to fulfil their duties and that levels
of competence are maintained via the use of continual professional
development.
10.4 Where necessary access to appropriate specialists from other departments or
external sources should be made available to the Internal Audit Section to
assist in any audit or investigation requiring detailed specialist knowledge.
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11

Internal Audit Management

11.1 The Chief Internal Auditor is responsible for the day-to-day management of the
Internal Audit Section and fulfils the requirements of the “Chief Audit
Executive” role required by the PSIAS. The Chief Internal Auditor will:
•

•
•

•
•
•

•
•
•

•

•
•
•

•

12

prepare an audit plan to review all relevant areas, and to update the plan
regularly to account for changes in Council priorities and risks. The plans
will be presented to the Audit Committee annually;
produce operational plans for each auditor to achieve the annual audit
plan;
ensure the issue of an Audit Brief for each assignment undertaken setting
out the scope and objectives of the work, timescales and reporting
arrangements, and obtain the approval of the relevant Head of Service for
the Audit Brief;
ensure that relevant testing is carried out on which sound judgements can
be based;
ensure that work is undertaken, completed and issued in a timely manner;
ensure that a written report is produced for each assignment giving an
opinion on the control environment and identifying actions to address any
weaknesses;
ensure that follow-up work is undertaken, where appropriate, to monitor the
implementation of agreed management actions;
ensure that all audit work is completed to high standards in accordance
with relevant professional standards;
establish and maintain effective relationships with managers of all levels
and obtain feedback from them on the work of the section including the use
of user satisfaction surveys;
monitor the work of the Audit Committee and consider, where appropriate,
whether changes need to be made to the Internal Audit Plan as a result of
the issues arising from the work of the Audit Committee.
establish and maintain effective relationships with the External Auditors;
monitor the effectiveness of the service delivered to clients and compliance
with relevant standards:
undertake an annual review of the development and training needs of
internal audit employees and arrange for appropriate training to be
provided to address the needs where possible: and
develop and maintain a quality assurance and improvement programme
covering all aspects of Internal Audit Activity.

The Internal Audit Plan

12.1 The work of the Internal Audit Section is based on the delivery of a risk based
Audit Plan and is conducted on a predominantly risk based systems audit
approach. The Section prepares a new Audit Plan each year in line with the
requirements of the PSIAS.
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12.2 The Audit Plan is derived from all of the areas that have been identified for
review following an assessment of the risks relating to each area.
12.3 Account is taken of the risks identified in the Council’s strategic risk register
and from other sources of assurance such as external inspections and
performance management information. Internal Audit also undertakes its own
assessment of the risks inherent in the potential areas for audit review based
on a number of criteria adapted from a risk scoring model developed by the
Institute of Internal Auditors.
12.4 Each area of activity is scored across a range of criteria which include income,
expenditure, complexity of regulations, sensitivity of the system, and known
issues/weakness.
12.5 The resulting scores are banded into three risk categories
• High
• Medium; and
• Low.
12.6 The risk scores are reviewed each year. The review results in some scores
increasing, some decreasing and some remaining unchanged. This in turn has
an affect on the risk category assigned to each area, for example a medium
risk this year could become a high risk or a low risk next year.
12.7 Once the risk scores have been updated the audits are ranked in accordance
with the risk scores and this is compared to the resources available within the
section to determine the areas that can be reviewed in the year. The Section
will usually review all High Risk areas and a selection of Medium Risk areas
each year; where possible some time will also be made available to review
Low Risk areas to try to ensure that all areas can be reviewed over time.
12.8 Discussions will be held with all members of Leadership Team each year to
obtain input into the identification of the Audit Universe and in the compilation
of risk scores. In addition views on the timings of reviews will also be sought
from the relevant member of Leadership Team.
12.9 The Internal Audit Plan is presented to the Audit Committee for approval,
usually in March each year.
13

Reporting Lines

13.1 The Chief Internal Auditor reports to the Head of Governance for line
management purposes. However, alternative reporting lines are available to
the Chief Internal Auditor where these are deemed necessary as set out in
7.4.
13.2 The Chief Internal Auditor will report to the Audit Committee on the section’s
performance in terms of the Internal Audit Plan and the reporting of the
outcome of the work including the issuing of an annual report and opinion.
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13.3 The Chief Internal Auditor will present the annual audit plan to members of
Leadership Team, the s151 Officer and the Audit Committee. This plan will be
approved by the Audit Committee.
13.4 An annual report will be presented to the Audit Committee covering the work
of the Internal Audit Section at the conclusion of the year. This report will also
be a key source of assurance for the Council’s Annual Governance Statement
(AGS) and must be presented no later than the meeting at which the AGS is
considered and approved.
13.5 The Chief Internal Auditor will monitor and report on the work of the team on a
regular basis. Regular reports outlining progress against the Internal Audit
Plan and summarising the assurances given for completed audits will be
presented to the Audit Committee.
13.6 The Internal Audit Section will produce a written report for all assignments
addressed to the Service Lead Officer (normally the relevant member of
Leadership Team).
13.7 The Chief Internal Auditor will be responsible for reviewing the implementation
of recommendations. At the Chief Internal Auditor’s discretion the failure to
implement fundamental recommendations or a significant number of
recommendations will be reported to the s151 Officer, Monitoring Officer, Chief
Executive, relevant member of Leadership Team and the Audit Committee as
appropriate.
13.8 The Chief Internal Auditor will report to the s151 Officer any serious
weaknesses or significant fraud identified from the course of Internal Audit
work or reported to Internal Audit. The matter may also be reported to the
Chief Executive, Monitoring Officer, relevant member of Leadership Team, the
External Auditors and the Audit Committee as appropriate.
14

Quality Assurance and Improvement Programme

14.1 The Chief Internal Auditor will develop and maintain a Quality Assurance and
Improvement Programme (QAIP) in accordance with PSIAS.
14.2 The QAIP will form the basis of the annual review of the system of internal
audit as required by the Accounts & Audit Regulations 2011. For Internal Audit
sections operating in Local Government proper practice is now deemed to be
PSIAS plus the Local Government Application Note (LGAN).
14.3 The QAIP will show conformance with PSIAS/LGAN requirements and will
offer explanations where conformance with PSIAS/LGAN is not achieved. An
action plan may be developed as a result of the QAIP to achieve or improve
levels of conformance. The outcome of the review and any resulting action
plan will be reported to the Audit Committee and a statement regarding
conformance with the PSIAS will be included in the Internal Audit Annual
Report.
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14.4 An independent external review of Internal Audit will be carried out as part of
the QAIP at least once every five years. The Head of Governance and/or s151
Officer will act as sponsor to agree the scope and nature of the external review
with the Chief Internal Auditor and the external reviewer.
14.5 Where non-conformance with PSIAS/LGAN impacts on the overall scope or
operation of Internal Audit activity the nature of the impact will be disclosed to
the Audit Committee. Serious deviations from conformance will need to be
considered for inclusion in the Council’s Annual Governance Statement.
15

Relationship With Elected Members

15.1 The Head of Governance and the Chief Internal Auditor will maintain a working
relationship with the Chair and other members of the Audit Committee. Where
necessary the Chief Internal Auditor will have direct access to the Chair of the
Audit Committee.
15.2 Unless stated elsewhere, the Audit Committee will fulfil the roles and
responsibilities of “The Board” for the purposes of the PSIAS.
16

Relationship with Senior Management

16.1 The members of Leadership Team will fulfil the role of “Senior Management”
as defined in the PSIAS. The Chief Internal Auditor will work to maintain an
on-going relationship with all members of Leadership Team.
16.2 A written report will be produced for each assignment and presented to the
relevant member of Leadership Team. This report will:•
•
•
•

17

include an overall opinion on the adequacy of the internal control
environment for the area under review;
identify any areas of weaknesses in the control environment and risks
which have not been addressed;
make recommendations for the necessary improvements needed to
address the weaknesses identified;
detail management’s response and timescales for corrective action to be
taken.

Relationship with Statutory Officers

17.1 Internal Audit will maintain a close relationship with the Statutory Officers of
the Authority (Head of Paid Service, s151 Officer and Monitoring Officer).
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17.2 The Statutory Officers will support the work of Internal Audit and provide the
necessary backing to ensure that key weaknesses are addressed and
recommendations implemented and support Internal Audit’s position in
upholding good governance within the Council. Statutory Officers should also
ensure that the Internal Audit Section is provided with all necessary advice,
explanations and information needed for them to effectively carry out their role.
17.3 The “Role of the Chief Financial Officer in Local Government” guidance
document produced by Cipfa places a direct responsibility on the s151 Officer
“to support the Council’s Internal Audit arrangements” and to ensure that they
are “effectively resourced and maintained” to comply with the Accounts and
Audit Regulations.
18

Review of the Internal Audit Charter

18.1 The Chief Internal Auditor will regularly review the Audit Charter and any
revision will be presented to the Leadership Team and Audit Committee for
approval.

Last Updated August 2013
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Audit & Governance Committee
20th August 2013
Public Sector Internal Audit Standards

1

Purpose of Report

1.1

To inform the Committee of the new Public Sector Internal Audit Standards and
the Internal Audit Section’s conformance with them.

2

Recommendations

2.1

That the Committee note the current level of conformance and approve the
action plan to address any gaps in conformance.

3

Key Issues and Reasons for Recommendations

3.1

The Public Sector Internal Audit Standards came into force as “proper practice”
for all Local Authorities from 1st April 2013. The Internal Audit Section needs to
ensure that it conforms with the standards as far as possible and has produced
an action plan to highlight any areas where changes are needed.

4

Relationship to Corporate Priorities

4.1

The Internal Audit section is a key element of the Council’s corporate
governance arrangements which cuts across all corporate priorities.

5

Report Detail

5.1

Internal Audit is a key source of assurance for management and one of the key
sources used in the compilation of the Council’s Annual Governance Statement.
The Accounts & Audit Regulation 2011 and the Local Government Finance Act
place a duty on the Council to have an Internal Audit function which complies
with “proper practice”. Since 2006 “proper practice” for Local Government has
been the “Cipfa Code of Practice for Internal Audit in Local Government” (Cipfa
Code) as set out by the DCLG in circular 03/2006.
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5.2

From 1st April 2013 the new “Public Sector Internal Audit Standards” (PSIAS)
have come into force for all public bodies and this is the first time that all
elements of the UK public sector have had a common set of Internal Audit
standards. The PSIAS with the “Local Government Application Note For the
United Kingdom Public Sector Internal Audit Standards” (LGAN) issued by Cipfa
now supersedes the Cipfa Code as “proper practice” in relation to the
requirements contained in the Accounts & Audit Regulations 2011. The PSIAS
place a requirement on the Internal Audit section to conform with the standards
and to report any areas of non-conformance. Any significant deviations from
conformance with the PSIAS should also be considered for inclusion in the
Council’s Annual Governance Statement.

5.3

The purpose of introducing the new standards is to:
define the nature of internal auditing within the UK public sector
set basic principles for carrying out internal audit in the UK public sector
establish a framework for providing internal audit services, which add
value to the organisation, leading to improved organisational processes
and operations, and
establish the basis for the evaluation of internal audit performance and to
drive improvement planning.

•
•
•

•
5.4

The PSIAS are based on the mandatory elements of the International
Professional Practices Framework issued by the Global Institute of Internal
Auditors which set out the following:
•
•
•

Definition of Internal Auditing
Code of Ethics
International Standards for the Professional Practice of Internal Auditing

Some additional requirements and elements of interpretation have been
included in the PSIAS to ensure that they are fully applicable to the UK public
sector. A summary of the main elements of the PSIAS is contained in Appendix
1.
5.5

Whilst broadly similar to the requirements contained within the Cipfa Code the
PSIAS & LGAN do have some differences in emphasis and some amended
requirements which may require some changes to be made. A detailed gap
analysis has been carried out by the Chief Internal Audit, the gap analysis is a
lengthy document and is not included in this report but is available for review.
Attached as Appendix 2 to this report is the action plan of areas where it is felt
changes are necessary. The section is generally in conformance with the new
requirements key changes include:
•
•
•

The need to replace the Terms of Reference for Internal Audit with an
Audit Charter;
Some changes to the Terms of Reference for the Audit Committee;
The production of a Quality Assurance and Improvement Programme for
the section;
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•

Amendments to the review of Internal Audit to include a mandatory
external independent review at least once every 5 years.

5.6

The PSIAS require the development of a “Quality Assurance and Improvement
Programme” for Internal Audit. This will form the basis of the Annual Review of
the Effectiveness of Internal Audit moving forward. Whilst the Annual Review
has always included an independent review the PSIAS has made this
requirement more demanding by requiring an independent external assessment
to be carried out at least once every five years in addition to the internal reviews.
This is likely to incur an additional cost for which no budget has currently been
identified. A separate paper outlining the options for the nature of the
independent external review will be brought to the Audit Committee once the
details have been determined.

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. 6.4
7

Appendices to the Report

Appendix 1 - Summary of PSIAS Requirements
Appendix 2 - Action Plan

Previous Consideration
None

Background Papers
Public Sector Internal Audit Standards
Local Government Application Note
Detailed gap analysis document

ITEM NO. 6.5
Appendix 1
Summary of Public Sector Internal Audit Standards
Some comments around the key changes have been included in the boxes at the end
of the relevant sections.

Definition of Internal Auditing
The PSIAS defines Internal Audit as “Internal auditing is an independent, objective assurance and consulting activity
designed to add value and improve an organisation’s operations. It helps an
organisation accomplish its objectives by bringing a systematic, disciplined approach to
evaluate and improve the effectiveness of risk management, control and governance
processes.”
The definition of Internal Audit has changed slightly from the previous Cipfa definition
but this does not significantly affect the section.
Code of Ethics
The Code of Ethics contained in PSIAS applies to all Internal Auditors working in the
Public Sector in addition to any requirements placed on them by other professional
bodies. It is aimed at promoting an ethical culture across the profession of Internal
Audit and is seen as essential in ensuring the trust placed in Internal Auditors to
provide objective assurance about the organisation’s risk management, control and
governance arrangements.
The Code of Ethics covers the following areas:
•
•
•
•

Integrity
Objectivity
Confidentiality
Competency

Public Sector Internal Auditors are also required by PSIAS to have regard to the
“Seven Principles of Public Life” as defined by the Committee on Standards in Public
Life which cover:
• Selflessness
• Integrity
• Objectivity
• Accountability
• Openness
• Honesty
• Leadership
The ethical requirements on the section are not significantly different but the PSIAS
places a greater emphasis on Internal Audit verifying the Council’s values and ethical
arrangements.
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Attribute Standards
1000 – Purpose, Authority and Responsibility –
The purpose, authority and responsibility of the internal audit activity must be formally
defined in an audit charter. The internal audit charter is a formal document setting out:
• internal audit’s position within the organisation;
• its reporting lines;
• access to personnel, information and records;
• the scope of internal audit activities
• define what the term “board” means (It is anticipated that the Audit Committee
will generally fulfil the duties assigned to the board for the Council.)
The charter must be periodically reviewed and presented to senior management and
the board.
The requirement for an Audit Charter is new but the content of the Audit Charter is
similar to the Terms of Reference for Internal Audit which have been produced and
agreed previously. The PSIAS introduce references to “The Board”, in most instances
“the Board” is being taken as referring to the “Audit Committee” for the Council.

1100 – Independence & Objectivity
Internal Audit activity must be independent and internal auditors must be objective in
performing their work. This comes from the position of Internal Audit in the organisation
and ensuring that Internal Audit management has unrestricted access to the Audit
Committee and Senior Managers should this be necessary. Internal Auditors should
also not be compromised in their work by personal views or having operational
responsibility for other areas. Any impairments or potential to independence or
objectivity must be reported to appropriate parties.
1200 – Proficiency & Due Professional Care
The Internal Audit Team should have the correct knowledge, skills and competencies
for the work that it carries out and to ensure they enhance knowledge and skills through
Continuing Professional Development. The PSIAS specifically requires the “Chief Audit
Executive” to hold a relevant professional qualification. Due professional care must be
taken to ensure appropriate work is undertaken to identify risks, support findings and
meet the objectives of all work undertaken.
1300 – Quality Assurance and Improvement Programme
A quality assurance and improvement programme is designed to:
• allow an assessment of Internal Audit’s activity against the PSIAS requirements;
• to assess the efficiency and effectiveness of Internal Audit’s activity;
• identify opportunities for improvement.
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This requires both internal and external assessments to be performed. The PSIAS
requires an independent external assessment to be carried our at least once every five
years. Both internal and external assessments have to be carried out by individuals or
organisations who have sufficient knowledge of Internal Audit standards and operation.
The outcome of the review must be reported to the Board and Senior Management as
part of the Internal Audit Annual Report which must disclose any areas of nonconformance with PSIAS. Where these are significant they should be considered for
inclusion in the Annual Governance Statement.
The requirement for a Quality Assurance & Improvement Programme is new however
many elements of it are already in existence such as annual Performance Development
Reviews of the team and the Annual Review of Internal Audit.
The Accounts and Audit Regulations introduced an annual review of Internal Audit a
number of years ago; this could involve an external/independent element. The PSIAS
now require an independent examination of the section at least once every five years.

Performance Standards
2000 – Managing the Internal Audit Activity
The Chief Audit Executive must effectively manage the internal audit activity to ensure
it adds value to the organisation.
This includes the development of a risk based audit plan to inform the Annual Audit
Opinion. The Plan should be presented to Senior Management and the Board for
approval. The Chief Audit Executive should ensure the resources available to the team
are sufficient, appropriate and effective to deliver the audit plan and that any limitations
which may impact on the plan or the annual audit opinion are reported to the Board.
Where possible the work of Internal Audit should be coordinated with other providers of
assurance to ensure appropriate coverage and minimise duplication.
Internal Audit’s activity must be reported to Senior Management and the Board. This
should include performance in delivering the audit plan, significant risks or control
issues identified and any other relevant matters.
The Terms of Reference for the Audit & Governance Committee does not currently
provide for the Members of the Committee to approve the Audit Plan.
2100 – Nature of Work
Internal Audit’s activity must evaluate and contribute to the improvement of
governance, risk management and control processes using a systematic and
disciplined approach.
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2200 – Engagement Planning
A plan/brief should be prepared for each piece of audit work carried out to include the
scope, objectives, timing and resource allocation. The scope should be sufficient to
contribute to the annual audit opinion. Sufficient and appropriate resources should be
identified for each review to achieve the intended objectives of the review.
2300 – Performing the Engagement
Internal Auditors should identify sufficient, reliable, relevant and useful information to
achieve the objectives of the review. Conclusions should be based on the results of
appropriate analysis and evaluation of the evidence and sufficient information
documented to allow the testing to be repeated.
2400 – Communicating Results
Results of audit work should be reported and where the section issues an opinion or
conclusion it must be supported by sufficient relevant information. Communications
must be accurate, clear, concise and timely and issued to appropriate parties. In the
Public Sector an annual audit report containing an audit opinion must be issued so that
it can be used by the organisation to inform its Annual Governance Statement.
2500 – Monitoring Progress
The results of audit work should be monitored to identify that management actions are
being effectively implemented or that management accepts the risks of not taking
action.
2600 – Communicating the Acceptance of Risks
When the Chief Audit Executive concludes that management has accepted a level of
risk that may be unacceptable to the organisation, the Chief Audit Executive must
discuss the matter with senior management. If the Chief Audit Executive determines the
matter has not been satisfactorily resolved they should communicate the information to
the board.
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Action Plan
Action
The Audit Charter needs to be produced
and approved by the Audit Committee
The Terms of Reference for the Audit
Committee need to be revised and
updated.
A review will be carried out to determine
the role of Internal Audit in promoting
and ensuring compliance with the
Council’s ethical framework and values.
A review of working practices will be
carried out to identify any changes
which may be needed to current
working practices to assist in the
conformance with PSIAS requirements.
A Quality Assurance and Improvement
Programme should be developed
consolidating the existing elements into
one document.
A paper on the options and implications
for the introduction of the external
independent review of Internal Audit
should be prepared.

Responsible Officer
Chief Internal
Auditor
Head of
Governance/Head
of Law &
Administration
Chief Internal
Auditor/ Head of
Governance

Implementation Date
August 2013

Chief Internal
Auditor

March 2014

Chief Internal
Auditor

March 2014

Chief Internal
Auditor/Head of
Governance

March 2014

March 2014

March 2014
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Audit & Governance Committee
20th August 2013
Internal Audit - Quarter 1 Report for 2013-14

1

Purpose of Report

1.1

To present to the Audit & Governance Committee for information the Internal
Audit Quarter 1 Report for 2013-14.

2

Recommendations

2.1

That the Committee notes the contents of the Internal Audit Report for Quarter
1 of 2013-14.

3

Key Issues and Reasons for Recommendation

3.1

Attached at Appendix 1 is the Internal Audit Report for the first quarter of
2013-14.

3.2

Four audits have been completed to draft stage and a further two audits were
in progress at the end of the quarter. This is in line with the planned
performance of the section at the end of the first quarter.

3.3

One audit has been classified as Needs Fundamental Change, two as
Requiring Some Improvement and one as Effective.

3.4

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 followup 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.
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4

Report Detail

4.1

Please see Appendix 1 for the report detail.

5

Implications

5.1

Financial
None

5.2

Legal
None

5.3

Human Resources
None

5.4

Section 17 (Crime Prevention)
None

5.5

Human Rights Act
None

5.6

Data Protection
None

5.7

Risk Management
None

5.8

Equality & Diversity
None

5.9

Best Value
None

6

Appendices to the Report
Appendix 1 – Internal Audit Quarter 1 Report for 2013-14
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Background Papers
•
Audit Plan File
•
Audit Time Recording System
•
Internal Audit Reports
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Cannock Chase
District Council
Internal Audit
Quarter 1 Report
2013-14
August 2013

ITEM NO. 7.5
Internal Audit

Quarter 1 Report 2013-14

Audit Report Confidentiality and Freedom of Information
Statement
Whilst this report is directed primarily to the recipients named in the report, Audit
Reports are subject to the provisions of the Freedom of Information Act and, as
such, may be required to be made publicly available upon request.
However, there are several Freedom of Information Act exemptions to which parts,
or all, of this report may be subject. Primarily, but not exclusively these are:
•
•
•
•
•
•

personal information whose release would contravene the data protection
legislation;
information held for the purpose of criminal investigations or proceedings;
information whose disclosure would be likely to prejudice the enforcement of
the law;
information whose release is likely to prejudice the conduct of public affairs;
information which is subject to a legal duty of confidentiality; and
information whose disclosure would prejudice the commercial interests of the
Council or some other person.

Before responding to any request to make this report publicly available, or
otherwise making it publicly available, you should consult with the Chief Internal
Auditor.
Similarly, this Audit Report, or extracts from it, should not be included in, or
appended to, any Council Report, nor should it be quoted as a background paper
to any Committee Report without firstly consulting with the Chief Internal Auditor.
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1.

Introduction

1.1

This report is the first progress report to the Audit and Governance
Committee on the work carried out in 2013-14 by the Internal Audit Section.
It covers the period 1st April 2013 to 30th June 2013.

1.2

The report contains details of:•

the performance of the section against the Internal Audit Plan for 201314 for the year to date;

•

a summary of the level of assurance issued for each of the reports that
have been issued in the quarter (a definition of each level of assurance
is contained in Appendix 1); and

•

the results of the follow-ups undertaken in the quarter; showing the
original and the revised assurance after the follow-up has been
completed.

2

Audit Performance

2.1

The 2013-14 Audit Plan has been profiled across the year. The following
targets will be used for the cumulative completion of the full year’s plan.

Quarter %

No of Audits
for Quarter

Cumulative
%

12
26
26
36

4
9
9
12

12
38
64
100

Quarter 1
Quarter 2
Quarter 3
Quarter 4

Cumulative Total
Number of
Audits
4
13
22
34

2.2

The profiling for the first quarter is lower than others due to the finalisation
of work from the previous year and likewise the profiling for the fourth
quarter is higher as much of the audit work is finalised at the year end.

2.3

The following table contains the cumulative performance against the Audit
Plan at the end of the first quarter of 2013-14 (April to June 2013):Planned
Audits

Audit Plan

Actual Audits

Number

Complete

%
Complete

Work In
Progress

% WIP &
Complete

4

4

100%

2

150%

2.4

At the end of Quarter 1 of 2013-14, 4 audits have been completed to at
least draft stage. This is on target for the planned progress for the team.

2.5

In addition to the completed work 2 audits are in progress but had not been
completed by the end of the quarter.
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2.6

At this time it is anticipated that the Audit Plan will be satisfactorily delivered
by the end of the year.

3

Audits Completed

Audit

Head of
Service

Risk

Assurance

Number of
Status Recommendations
High

Streetscene –
Street Cleansing
Function

Housing &
Waste
Management

Sale of Council
Houses

Housing &
Waste
Management

High

Needs
Fundamental
Change

High

Requiring Some
Improvement

Utilities
Management

Regeneration &
Medium
Planning

Mortuary &
Assisted Burials

Environmental
Medium
Health

3.1

Requiring Some
Improvement

Effective

Medium Low

Total

Draft

2

21

1

24

Draft

0

13

5

18

Draft

0

5

4

9

Final

0

0

1

1

Summaries of the key findings for audits not classified as effective can be
found below.
Streetscene – Street Cleansing Function

3.2

A systems review of the processes and procedures established for the
operation of the Street Cleansing element of the Council’s Streetscene
provision was carried out. Although the function was appropriately
delivering its core operation function it was found that this was not
supported by an adequate or effective control framework and has therefore
been classified as Needs Fundamental Change.

3.3

It is acknowledged, that the initial urgency to bring the Street Cleansing
service in-house and ensuring that there was minimal service disruption
following the former contractor going into administration, resulted in limited
attention being given to the establishment of an appropriate control
framework to underpin the service.

3.4

Consequently, in our opinion, the “new management” of the in-house
service has inherited a less than
than robust overall framework which needs
considerable development in a number of key areas. We recognise that this
will provide a significant challenge for the new management and
acknowledge that this will take time to achieve.
achieve. A detailed action plan is
currently being agreed with management to ensure that the necessary
improvements can be prioritised and actioned.
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Sale of Council Houses
3.5

A systems based review was carried out of the arrangements for the Sale of
Council houses under the Right to Buy Scheme.

3.6

Overall, the framework in place for the day-to-day operation of the scheme
was found to be solid. However a few weaknesses were identified in the
monitoring of delays in the processes for the completion of sales and in
receiving confirmation from other sections. In addition the guidance
documents available to tenants need to be updated to reflect the current
legislation.
Utilities Management

3.7

A systems based review of the processes and procedures for the
management and monitoring of payments for gas, electricity and water at
Council owned premises was carried out.

3.8

It was found that the Council is using the Government Procurement Service
as the route for purchasing energy supplies. However following the recent
retirement of the Council’s Strategic Asset Manager responsibility and
procedures for the monitoring of energy usage on a timely basis need to be
documented and strengthened. It appears that monitoring and consumption
analysis has been completed only at year end rather than throughout the
year which does not allow any issues to be investigated and resolved on a
timely basis. Although targets for reduced consumption had been set it was
unclear what the baseline figures were to measure the reduction against.
Audits in Progress

3.9

During the quarter work has commenced, but not yet been completed, on
the following audits:
•
•

Housing Property Services; and
Housing Maintenance & Stores;
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Follow-ups Completed

Head of
Service

Audit

Information Security
Technology 
Management
Computer Virus
Protection Review

Technology 

Original
Implemented
Not
Total
Assurance or In Progress Implemented
Requiring Some
Improvement

Requiring Some
Improvement

18

9

4

0

22

9

Revised
Opinion
Requiring Some
Improvement

Requiring Some
Improvement

4.1

Although work is progressing on these two areas most of the
recommendations were still in progress at the time of the follow-up and as
such it was felt that insufficient progress had been made to revise the level
of assurance for the audits. Both of these areas will have a second followup later in the year.

4.2

The follow-ups in relation to Local Strategic Partnership, Countryside
Management and Asset Management have commenced but were not
completed in the quarter.

5

Other Areas

5.1

In addition to the planned audit work and a number of ad hoc queries for
advice and guidance, the section has carried out the following pieces of
work:-

•
•

National Fraud Initiative Datamatching, and
a number of financial appraisals for contracts.
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Levels of Assurance for Audit Reports
Assurance
Level

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
controls and how they operate may be beneficial

Effective

Requiring
Some
Improvement

Needs
Fundamental
Change

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

Risk Classification of Audit Recommendations
Classification

High Risk

Medium Risk

Low Risk

Description
The risk is considered to be major with a high likelihood of occurring,
potentially causing a breach of legislation / legal requirements and / or
a substantial risk of loss or damage to Council assets, information and
reputation.
Immediate action required, ideally within 1 month although it is
recognised that this may be insufficient time to totally address the
recommendation.
The risk is considered to be significant with a moderate likelihood of
occurring, potentially causing a breach of organisational policies and
procedures, loss or damage to Council assets, information and
reputation. Action is needed to address weaknesses in the control
environment.
Action required within next 3 to 6 months
The risk is considered to be minor with a small likelihood of occurring,
and minimal impact on the Councils assets, information and reputation;
the area may not be following best practice principles. Controls would
be enhanced were the area to be reviewed.
Action required within next 6 to 12 months
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Audit Plan Monitoring

Audit Area

Head of Service

Streetscene –
Street Cleansing
Function

Housing &
Waste
Management

Sale of Council
Houses

Housing &
Waste
Management

Total Risk
In
Score
Progress
High

High

June
2013

April
2013

Draft
Report

Medium

May
2013

June
2013

Mortuary &
Assisted Burials

Environmental
Health

Medium

April
2013

May
2013

Medium

June
2013

Medium

May
2013

Housing
Maintenance &
Stores

Housing &
Waste
Management
Housing &
Waste
Management
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Requiring
Some
Improvement

June
2013

Regeneration &
Planning

Original
Assurance
Needs
Fundamental
Change

June
2013

Utilities
Management

Housing Property
Services

Final
Report

Requiring
Some
Improvement

June
2013

Effective

Followup Due
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Appendix 3
Follow-Up Monitoring Information

Audit Area

Landscape
Development
(2nd)

Service Lead
Officer

Commissioning

Risk

Original
FollowAssurance up Due
Requiring
Some
Improvement

Sept
2012

FollowFollow-up
Up In
Completed
progress

Technology

Technology

Requiring
Some
Improvement

Feb
2013

2013

Commissioning

Requiring
Some
Improvement

Feb
2013

Feb 2013

Policy

Requiring
Some
Improvement

Mar
2013

June 2013

Epayments &
Residual Cash

Financial
Management

Requiring
Some
Improvement

Mar
2013

Elizabeth
Road/Moss
Road
Reegeneration
Schemes

Housing &
Waste
Management

Requiring
Some
Improvement

April
2013

Deferred
until July
2013

Regeneration
& Planning

Requiring
Some
Improvement

June
2013

June 2013

Regeneration
& Planning

Requiring
Some
Improvement

May
2013

Policy/
Technology

Requiring
Some
Improvement

June
2013

Computer
Virus
Protection
Review
Countryside
Management

Local Strategic
Partnership

Asset
Management

Property
Management
Website
Content
Review

Feb
2013
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2nd
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Deferred

Requiring
Some
Improvement

Information
Security
Management

Revised
Assurance

March
2013

April 2013

Requiring
Some
Improvement

Oct 2013

April 2013

Requiring
Some
Improvement

October
2013
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Audit Area

Service Lead
Officer

Refuse
Collection

Housing &
Waste
Management

Housing Rents

Housing &
Waste
Management

Quarter 1 Report 2013-14

Risk

Original
FollowAssurance up Due
Requiring
Some
Improvement

June
2013

Requiring
Some
Improvement

June
2013

Services led by Stafford Borough Council as part of Shared Services
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FollowFollow-up
Up In
Completed
progress
Deferred

Revised
Assurance

2nd
FollowUp Due?

