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AGENDA
PART 1
1.

Apologies

2.

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

3.

Minutes
To approve the Minutes of the meeting held on 29 November, 2016 (enclosed).

4.

Internal Audit Quarter 3 2016-17 Report
Report of the Chief Internal Auditor (Item 4.1 – 4.9).

5.

Internal Audit Plan 2017-18
Report of the Chief Internal Auditor (Item 5.1 – 5.20).

6.

External Quality Assessment Report for Internal Audit
Report of the Chief Internal Auditor (Item 6.1 – 6.15).

7.

Cannock Chase District Council Certification Letter 2015-16
Letter of the External Auditors (Item 7.1 – 7.2).

8.

Cannock Chase District Council Audit Plan 2016-17
Report of the External Auditors (Item 8.1 – 8.21).

9.

Informing the Audit Risk Assessment for Cannock Chase District Council
2016-17
Report of the External Auditors (Item 9.1 – 9.21).

CANNOCK CHASE COUNCIL
MINUTES OF THE MEETING OF THE
AUDIT AND GOVERNANCE COMMITTEE
HELD ON TUESDAY 29 NOVEMBER 2016 AT 4.00 P.M.
IN THE CIVIC CENTRE, BEECROFT ROAD, CANNOCK
PART 1
PRESENT:
Councillors
Witton, P.T. (Chairman)
Buttery, M.S.
Grice, Mrs. D.

Johnson, J.P.

Also Present:
• James Cook, Engagement Lead – Grant Thornton (External Auditors)
• Laura Hinsley, Manager – Grant Thornton (External Auditors)
18.

Apologies
Apologies for absence were submitted for Councillors Mrs. S.M. Cartwright (ViceChairman), J. Bowater and P.E. Woodhead.

19.

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.

20.

Minutes
RESOLVED:
That the Minutes of the meeting held on 27 September, 2016, be approved as a
correct record and signed.

21.

Internal Audit Quarter 2 2016-17 Report
Consideration was given to the Report of the Chief Internal Auditor (Item 4.1 – 4.9
of the Official Minutes of the Council).
The Chief Internal Auditor took Members through the report, drawing particular
attention to the commentary on the audits completed during quarter 2 and the list
of audits in progress.

Audit and Governance Committee – 29/11/16

11

In respect of the Licensing & Hackney Carriages audit, the Chief Internal Auditor
advised that it was recommended that DBS paperwork should be retained for no
more than 6 months after a decision had been made on whether or not to issue a
licence, but preferably destroyed sooner if no longer required.
In respect of the Treasury Management audit, a Member asked if reduced staffing
levels were considered a potential problem going forward. The Chief Internal
Auditor replied that this had been raised as part of the Internal Audit Annual
Report on a number of occasions as a growing issue across the Council, as fewer
Officers meant there was greater risk of system controls not being operated and
monitored effectively. The Head of Governance further replied that the Managing
Director had concerns over Officer capacity, particularly at management level, but
a review of team structures, workloads and priorities would be undertaken as
necessary.
In respect of the High Level IT Security Framework audit, a Member asked when
it was expected that the operating procedures referred to would be drafted. The
Chief Internal Auditor replied that it should be no more than 6 months after the
audit taking place, but ideally as soon as possible.
RESOLVED:
That the report be noted.
22.

Strategic Risk Register
Consideration was given to the Report of the Head of Governance (presented by
the Risk & Resilience Manager) (Item 5.1 – 5.16 of the Official Minutes of the
Council).
The Risk & Resilience Manager reported that the Council’s risk profile was
unchanged since the last update, but it was expected that the rating for risk 18,
‘Viability / Funding of Cannock Chase Council as a result of public expenditure
reductions and changes to Government’s funding regime’ would be reduced
following completion of the Financial Recovery Plan process, although the rating
could be increased again depending on the Council’s funding position in the
future.
RESOLVED:
That the progress made in the identification and management of the strategic
risks be noted.

23.

Annual Governance Statement – Progress Report
Consideration was given to the Report of the Head of Governance (Item 6.1 – 6.9
of the Official Minutes of the Council).
In addition to the progress updates provided in the report, the Head of
Governance also reported the following:
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•

•

•

Housing & Planning Act – implementation of proposals had been delayed as
guidance was still awaited. However it was understood that further changes
to the Act had been announced as part of the Chancellor’s Autumn
Statement.
Code of Governance and Employees’ Code of Conduct – it was anticipated
that work on both of these documents would commence in early 2017
following completion of the 2016/17 budget process.
IT Strategy – no longer being submitted to the Customers & Corporate
Scrutiny Committee and Cabinet in December for consideration as Officers
were seeking clarification on whether or not the Strategy required approval by
Members.

RESOLVED:
That the progress report on the Annual Governance Statement 2015-16 be noted.
24.

Annual Audit Letter 2015-16
Consideration was given to the Report of the External Auditors (Item 7.1 – 7.15 of
the Official Minutes of the Council).
James Cook advised that certification work on the Council’s Housing Benefit
Subsidy Claim had been completed, and as a result, an adjustment figure to the
accounts to the value of approximately £2,500 would be required. Of concern
however was that for the benefits claims tested as part of the certification work 1
in 10 was found to have contained errors, which was a considerably higher rate
than other local authorities tested. Accordingly, Officers had been advised to
undertake testing work throughout the course of the year so as to reduce the
number of errors made and rectify more quickly any errors found.
Laura Hinsley reported that Officers had understood the testing process and
worked hard to ensure thorough testing was carried out, but the outcome was that
more errors had been found compared to the previous year’s testing.
Members raised concern with the number of errors being made and requested
that relevant Officers be asked to attend the next meeting to report on how this
was going to be addressed.
The Chief Internal Auditor advised that a Housing Benefit system audit was
planned to take place in the coming months but would need to check which part of
the system was due to be audited as Members concerns could be addressed via
that route instead.
The Head of Governance further advised that if the relevant part of the system
was not due to be audited, then the Head of Finance and/or Revenues & Benefits
Manager would be requested to attend the next meeting.
RESOLVED:
That the report of the External Auditors be noted.
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The meeting closed at 4:45 p.m.

CHAIRMAN
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ITEM NO. 4.1
Report of:
Contact
Officer:
Telephone No:
Report Track:

Chief Internal
Auditor
Stephen Baddeley
4415
Audit &
Governance
Committee only

AUDIT & GOVERNANCE COMMITTEE
21 MARCH 2017
INTERNAL AUDIT - QUARTER 3 REPORT FOR 2016-17

1

Purpose of Report

1.1

To present to the Audit & Governance Committee for information the Internal
Audit Quarter 3 Report for 2016-17

2

Recommendations

2.1

That the Committee notes the contents of the Internal Audit Report for Quarter
3 of 2016-17.

2.2

That the Committee approves the revision to the Internal Audit Plan set out in
in Appendix 5 of the report.

3

Key Issues and Reasons for Recommendation

3.1

At the end of the quarter 8 audits had been completed at least to draft report
stage and a further 10 audits were in progress. No Limited Assurance Audits
have been issued in the quarter.

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

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

ITEM NO. 4.2
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.
5.2

Appendix 1 shows the performance of the section which is below target at the
end of quarter. The delivery of the 2016-17 Audit plan has been hampered by
a number of factors including the effect ofa period of long-term sickness in the
quarter. The forecast is that the full audit plan will not be completed by the end
of the year. The remaining audits have been reviewed to ensure the highest
risk areas are completed and a revised Audit Plan is attached as Appendix 5.

5.3

The table below gives a summary of the level of assurance for each of the
audits completed in the quarter. More detailed information on each of the
reports issued is contained in Appendix 2.
Number of
Audits

0

Assurance

Definition

Substantial

All High (Red) and Medium (Amber) risks have
appropriate controls in place and these controls
are operating effectively.
No action is required by management.

2

0

Partial

▲

Limited

One or more Medium (Amber) risks are lacking
appropriate controls and/or controls are not
operating effectively to manage the risks.
Prompt action is required by management to
address the weaknesses identified in accordance
with the agreed action plan.
One or more High (Red) risks are lacking
appropriate controls and/or controls are not
operating effectively to manage the risks.
Immediate action is required by management to
address the weaknesses identified in accordance
with the agreed action plan.

5.4

Appendix 3 lists the audits that were in progress but had not been completed
to draft report stage by the end of the quarter.

5.5

Appendix 4 contains the details of any follow-up audits issued in the quarter –
One follow-up was completed and this remained partial assurance. This will be
scheduled for a second follow-up.
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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

7

Appendices to the Report
Appendix 1 – Audit Performance
Appendix 2 – Audits Completed in Quarter 3
Appendix 3 – Audits In progress
Appendix 4 – Audit Follow-ups completed in the Quarter
Appendix 5 – Revision of the Internal Audit Plan for 2016-17

ITEM NO. 4.4
Previous Consideration

Background Papers
•
•
•

Audit Plan File
Audit Time Recording System
Internal Audit Reports

ITEM NO. 4.5
Appendix 1 - Audit Performance
Breakdown of the Planned Delivery of the Audit Plan by Quarter
Target
Completion
Quarter 1
Quarter 2
Quarter 3
Quarter 4

No of Audits
for Quarter
3
8
9
13

Quarter %
10
25
26
39

Cumulative
%
10
36
61
100

Cumulative Total
Number of Audits
3
11
20
33

Cumulative Performance Information at the end of the Quarter
Actual Audits
Planned Audits
Audit Plan

Commentary

20

Complete

% Of Completed

Work In Progress

% WIP & Complete

8

40%

10

90%

Delivery of the 2016-17 Audit plan has been hampered by a number of factors including the effect
a period of long-term sickness .
A revision to the Audit Plan has been proposed and the details of this is attached as Appendix 5.
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Appendix 2 - Audits Completed in Quarter 3

Audit

Head of
Service

IT Account
Managemen Technology
t (IT Audit)

Status

Number of
High/Medium
Assurance
Recommendations

Partial
Final

5

Partial
Payroll

HR

Final

1

Services led by Stafford Borough Council as part of Shared Services

Comments & Key Issues

The account management process is not being undertaken on
a regular, formal and consistent basis. As a result any current
or future technology requirements or service provision issues
are not being identified and tracked. As Account Management
is the key relationship and communication method with users
and Technology, this impacts on the overall effectiveness of
the governance structures of the Technology provision.
Although no issues were identified in the security of data it
was found that the Payroll team were not acting in accordance
with the Council’s external data transfers policy for all
transfers of Payroll data.

ITEM NO. 4.7
Appendix 3 - Audits in Progress

Head of
Service

Audit
Central Control

Commissioning

Private Sector Housing Grants

Environmental
Health

Fairer Charging Service

Financial
Management

Bank Reconciliation

Financial
Management

Housing Benefits

Financial
Management

National Non-Domestic Rates

Financial
Management

Council Tax

Financial
Management

Civil Contingencies
(Emergency Planning & Business Continuity)

Governance

Allocations & Voids
Policy Management & Implementation (IT Audit)

Housing & Waste
Management
Technology

Services led by Stafford Borough Council as part of Shared Services
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Appendix 4 - Audit Follow-ups Completed in the Quarter

Financial
Management

Partial

0

Total

Creditors

Original
Assurance

Not Implemented

Head of Service

In Progress

Audit

Implemented

High/Medium Risk
Recommendations

4

0

4

Revised
Assurance

Partial

Comments & Key Outstanding Recommendations

Work is progressing but has been delayed due to sickness
absence in the team.

ITEM NO. 4.9
Appendix 5 – Revision of the Internal Audit Plan for 2015-16

Audit

Public Health & Other Enforcement

Managing Welfare Reform

Central Control (Social Alarms & CCTV)
In Progress but agreed not to complete.

Head of
Service

Comments

Environmental
Health

It has been agreed with the Head of Environmental Health to defer
this review. The officers who deal with this area have been diverted to
deal with the incident at Slitting Mill and its aftermath, as a result there
has been very limited use of fixed penalty notices It was agreed that it
would not be appropriate to carry out the review in 2016-17 due to
this.

Financial
Management

Due to delays and revised timescales for the roll-out of Universal
Credit and other welfare reforms there has been limited impact on the
Council so far. As such the initial risk score for this audit has been
revised and it has been agreed to defer the audit until the changes
take effect.

Commissioning

It has been agreed with the Head of Commissioning/Head of
Governance not to complete this review which had commenced in
Quarter 2. The 2 parts of the function will be separated in the
Management Restructure and there will be changes to service
delivery that will arise from this. The 2 elements of the Audit will be
merged with appropriate functions and carried out in due course.
(CCTV will be covered with the Crime & Disorder Reduction
Partnership and Social Alarms will be merged within the existing
Customer Services & CRM audit.)
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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
21 MARCH 2017
INTERNAL AUDIT PLAN FOR 2017-18

1

Purpose of Report

1.1

To present to the Audit & Governance Committee the Internal Audit Plan for
2017-18.

2

Recommendations

2.1

That the Committee approves the Audit Plan for 2017-18.

3

Key Issues and Reasons for Recommendation

3.1

Internal Audit has a duty to provide the Council with an annual opinion on the
effectiveness of its internal control environment and governance
arrangements. The work of Internal Audit is also used as one of the sources of
assurance for the Annual Governance Statement.

3.2

Internal Audit is required to produce a plan of work to ensure that it can give
an appropriate opinion on the Council’s key risk areas and systems and
provide sufficient coverage for the production of the Annual Governance
Statement.

3.3

The Audit Plan is determined via a risk assessment exercise and the results of
that exercise are detailed in the report along with the resources available
within the team to deliver the work. The planned work is deemed to be
sufficient to ensure that Internal Audit can deliver an appropriate opinion on
the control environment and governance arrangements at the Council.
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4

Report Detail

4.1

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

4.2

To provide this assurance Internal Audit conducts an annual risk assessment
and determines an audit plan for the year.

4.3

Meetings are held with Heads of Service and the Council’s s151 Officer as
part of the risk assessment process to obtain views and comments in relation
to the composition of the Internal Audit Plan. Comments are also invited from
the External Auditor.

4.4

A copy of the full audit needs assessment undertaken for 2017-18 is attached
as Appendix 2. This shows two elements:• The areas delivered as a Shared Service with Stafford Borough Council;
and
• Those services solely delivered by Cannock Chase District Council.

4.5

The risk assessment uses a number of factors to calculate a risk score for
each area and the resulting scores are banded into three risk categories
•
•
•

High (scores over 100);
Medium (scores 50-99); and
Low (scores upto 49).

4.6

As in previous years the audit areas have then been ranked by the risk
category to determine those audits that will be undertaken in 2017-18.

4.7

The outcome of the risk assessment has resulted in the following
categorisation of risk scores:
Audit Universe – Number of Audits by Risk
Cannock
Chase
1

Shared

Medium

66

37

Low

0

0

Total

67

42

High

5
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4.8

The resource available for the delivery of the Audit Plan across both
authorities in 2017-18 is 660 days, the full details are shown in Appendix 3.
This is considered sufficient to cover enough work to adequately inform the
Annual Audit Opinion for 2017-18.

4.9

This is broken down into:
Allocation of Resources to Audit Plan Requirements
Shared Service Audits

200

Cannock Specific Audits

200

Stafford Specific Audits

200

IT Audit Plan
Total Days

60
660

4.10 The resources available within the Internal Audit Section were then compared
to the risk assessment in order to determine those audits that will be
undertaken in 2017-18 and form the basis of the Audit Plan, with priority given
to the highest risk scoring areas. Although most of the work of the team is
contained in the Audit Plan some time is also set-aside for other work carried
out by the team. This includes fraud related work, other consultancy reviews,
provision of ad hoc advice and special investigations.
4.11 Internal Audit has sufficient resources to review all of the High Risk areas in
the risk assessment for the Cannock Chase specific audits (those scoring 100
or higher) and a proportion of the medium risk areas, i.e. those with a score
over 85. However a decision has been taken not to include one of the High
Risk Audits. Refuse Collection & Recycling due to the changes in service
delivery in the year.
4.12 The Audit Plan for 2017-18 covering the Shared Service Audits and the
Cannock Chase Specific Audits is included in Appendix 1.
4.13 The Cannock Chase Specific Audit Plan equates to 14 out of a possible 67
audits that have been risk assessed (approximately 21%) and comprises 10%
(1/1) of the High Risk areas and 20% (13/66) of the medium risk areas (those
with a score of 86 or more).
4.14 In addition to the Cannock Chase Specific work 10 audits have been included
for Shared Service areas. This comprises all of the High Risk areas (5/5) and
5 of the 37 (approximately 14%) medium risk areas (those scoring over 85).
The plan equates to 24% of the 42 Shared Service Audits that have been
identified.
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4.15 For the large financial systems which appear on the Audit Plan annually
(Housing Benefits, Council Tax, NNDR and Payroll) the section reviews a
portion of the system in detail each year. This provides full coverage of the
system over a 2-3 year period.
4.16 This year the audits have also been categorised into 3 types:
•
•

•

Key Finance Systems – these are the major finance systems of the
Council, e.g. Council Tax, Payroll, General Ledger.
Assurance Functions – These are functions which provide the Council with
information about how well other systems are operating e.g. risk
management, performance management and budget monitoring.
Operational Audits – These are the functions of the Council which provide
a service to the public or ensure that the Council functions operate e.g.
Grounds Maintenance, Housing Allocations and Food Safety Inspections.

4.17 The Audit Plan has been split across the 3 audit types as follows:
Number

%

Key Finance Systems

9

38

Assurance Functions

1

4

Operational Audits

14

58

Total

24

100

4.18 It is considered that the current resources of the Internal Audit section will
allow sufficient work for an appropriate opinion to be given on the Council’s
key risk areas and systems and provide sufficient coverage for the production
of the Annual Governance Statement.
4.19 The 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. Examples include:•

system based reviews of all key financial systems that could have a
material impact on the Council’s financial statements e.g. payroll,
creditors;

•

regulatory audits of Council establishments e.g. Sheltered Housing
Schemes; and

•

system based reviews of departmental systems/service areas e.g.
Homelessness, Procurement and corporate processes.

4.20 The IT Audit Plan for 2017-18 has not yet been developed; this will be
presented to a future meeting of the Audit & Governance Committee for
approval.

ITEM NO. 5.5

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 – Internal Audit Plan 2017-18
Appendix 2 – Audit Needs Assessment 2017-18
Appendix 3 – Available Audit Resources 2017-18

Background Papers
•
Audit Plan File

ITEM NO. 5.

ITEM NO. 5.6
Appendix 1
Internal Audit Plan for 2017-18
Shared Service Audits
Audit Area

System Description

Council Priority

Type

Service Lead
Officer

Planned
Days

Rank

Housing
Benefits

A review of the systems
and procedures in place to
assess entitlement and to
make payments in relation
to Housing & Council Tax
Benefit.

Customers/ Better
Health Outcomes

Key Finance
System

Head of
Financial
Management

25

High

Council Tax

A review of the systems
and procedures in place
to calculate the liability,
issue bills, collect
income and monitor
arrears in relation to
Council Tax.

Corporate

Key Finance
System

Head of
Financial
Management

20

High

National NonDomestic Rates

A review of the systems
and procedures in place
to calculate the liability,
issue bills, collect
income and monitor
arrears in relation to
Business Rates.

Corporate

Key Finance
System

Head of
Financial
Management

20

Payroll

A review of the systems
and procedures for the
accurate payment of
employees and other
costs associated with
employment to other
bodies e.g. Tax, NI and
Pensions.

Corporate

Key Finance
System

Head of HR

20

High

Pensions
Assurance for
the County

A review of the Pension
arrangements &
deductions to provide
assurance to the Pension
Fund

N/A

Key Finance
System

Head of HR

10

High

High
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Type

Service Lead
Officer

Planned
Days

Rank

Corporate

Key Finance
System

Head of
Financial
Management

20

Medium

A review of the systems
and procedures around
the Council's General
Ledger system to record
the financial transactions Corporate
of the Council and aid in
the production of the
statutory financial
statements.

Key Finance
System

Head of
Financial
Management

20

Medium

A review of the systems
and procedures in place
to arrange and record
the Council’s loans and
investments and to
ensure that the Council
has sufficient cash flow
to meet its needs and
any surpluses are
invested.

Key Finance
System

Head of
Financial
Management

20

Medium

A review of the
arrangements in place to Cleaner and
deliver Pest Control and Safer
Dog collection functions Environments
across both Councils.

Operational
Audit

Head of
Environment &
Health

20

Medium

A review of income via
E-payments and the
residual cashiering
functions.

Key Finance
System

Head of
Financial
Management

20

Medium

Audit Area

System Description

Capital Strategy
& Capital
Programme Includes s106
Arrangements &
Bidding for
External Funds

A review of the delivery
and execution of the
Council’s capital
projects. This review will
include looking at the
capital strategy and
procedures for compiling
the Capital Programme

General Ledger

Treasury
Management

Pest & Dog
Control
(Note 1)

E-Payments &
residual cash
income

Council Priority

Corporate

Corporate

Total Days

195

Note 1 – Although not a Shared Service as Stafford BC provide the Pest & Dog Control
provisions for Cannock Chase DC under contract one review will be carried out.
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Cannock Specific Audits

Audit Area

System Description

Priority

Type

Service
Lead Officer

Planned
Days

Rank

Refuse Collection
and Recycling

A review of the systems
and procedures in place
for the collection of
domestic and trade refuse
and the provision of
recycling. To include the
income collection and
charging relating to trade
refuse including the
bulking and bailing
contract

Cleaner and
Safer
Environments

Operational
Audit

Environment
& Healthy
Lifestyles

15

High

A review of the policies
and procedures for the
administration and funding
of Housing Grants
including Disabled Facility
and Home Security
Grants.

Better Health
Outcomes

Operational
Audit

Environment
& Healthy
Lifestyles

15

Medium

A review of the operation
o the Council's Property
Portfolio covering Sale
Shops, Markets & Town
Centre.

Customers

Operational
Audit

Environment
& Healthy
Lifestyles

15

Medium

Landscape
Development

A review of the design and
letting/contract
management of landscape
development schemes.

Cleaner and
Safer
environments

Operational
Audit

Economic
Development

15

Medium

Car Parking
Arrangements

A review of the systems
and procedures in place
for the management of the
Off-street car parks
scheme

Cleaner and
Safer
environments

Operational
Audit

Environment
& Healthy
Lifestyles

15

Medium

Private Sector
Housing Grants

Property
Management
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System Description

Priority

Type

Service
Lead Officer

Planned
Days

Rank

A review of the systems
and procedures in place to
manage and maintain the
Council’s physical assets
and property portfolio in
line with corporate
priorities & needs.

Customers

Assurance

Economic
Development

10

Medium

A review of the systems
and procedures in place
for the Council's
development and
implementation of its
Strategic Housing
functions. To cover all
responsibilities such as
Housing Needs Surveys,
District Stock Condition
Surveys etc. (excludes
Landlord responsibilities)

More & Better
Housing

Operational
Audit

Housing &
Partnerships

15

Medium

Planning - Local
Plan/Forward
Planning

A review of the systems
and processes in place to
deliver the Council’s
strategic housing
functions.

More & Better
Housing

Operational
Audit

Economic
Development

10

Medium

Lease Holder
Recharges

A review of the calculation
and recovery of recharges
to Leaseholders (e.g.
leased flats, insurance,
service charges etc.)

More & Better
Housing

Operational
Audit

Environment
& Healthy
Lifestyles

15

Medium

A review of the operations
of the Council's cemetery
and associated
bereavement provisions

Cleaner and
Safer
environments

Operational
Audit

Housing &
Partnerships

15

Medium

A review of the operation
of sheltered
accommodation and
housing schemes for the
elderly

More & Better
Housing

Operational
Audit

Housing &
Partnerships

15

Medium

Audit Area
Asset
Management

Strategic Housing

Cemeteries

Scheme
Managers and
Sheltered
Accommodation

ITEM NO. 5.10

System Description

Priority

Type

Service
Lead Officer

Planned
Days

Rank

A review of the systems
and procedures in place to
carry out repairs and
maintenance of the
Council's properties
(excluding Housing Stock)

More & Better
Housing

Operational
Audit

Economic
Development

15

Medium

Electoral
Registration &
Elections

A review of the systems
and procedures for the
maintenance of the
Electoral Register and the
organisation of elections

Customers

Operational
Audit

Governance
& Corporate
Services

15

Medium

Homelessness
Provisions &
Housing Options
Team

A review of the systems
and procedures to provide
temporary accommodation
or support residents faced
with homelessness.

More & Better
Housing

Operational
Audit

Housing &
Partnerships

15

Medium

Audit Area
Non-Housing
Maintenance

200

ITEM NO. 5.

ITEM NO. 5.11
Appendix 2
Cannock Chase District Council Audit Needs Assessment
Shared Service Areas
Audit Area

Priority

Type

Service Lead
Officer

Planned
Risk Category
Days

Housing Benefits

Cleaner and Safer
environments

Key Finance
System

Head of Financial
Management

30

High

Council Tax

Cleaner and Safer
environments

Key Finance
System

Head of Financial
Management

25

High

National Non-Domestic
Rates

Cleaner and Safer
environments

Key Finance
System

Head of Financial
Management

25

High

Payroll

Cleaner and Safer
environments

Key Finance
System

Head of HR

25

High

Pensions Assurance for the
County

Cleaner and Safer
environments

Key Finance
System

Head of HR

10

High

Capital Strategy & Capital
Programme - Includes s106
Arrangements & Bidding for
External Funds

Cleaner and Safer
environments

Key Finance
System

Head of Financial
Management

20

Medium

General Ledger

Cleaner and Safer
environments

Key Finance
System

Head of Financial
Management

20

Medium

Treasury Management

Cleaner and Safer
environments

Key Finance
System

Head of Financial
Management

25

Medium

E-Payments & residual cash
income

Cleaner and Safer
environments

Key Finance
System

Head of Financial
Management

20

Medium

Staff Expenses

Cleaner and Safer
environments

Operational
Audit

Head of HR

20

Medium

Insurance

Cleaner and Safer
environments

Assurance

Head of
Governance

25

Medium

Procurement

Cleaner and Safer
environments

Assurance

Head of
Governance

20

Medium

Budgetary Control & Budget
Setting

Cleaner and Safer
environments

Assurance

Head of Financial
Management

25

Medium

ITEM NO. 5.12

Audit Area

Priority

Type

Service Lead
Officer

Planned
Risk Category
Days

Capital Accounting

Cleaner and Safer
environments

Key Finance
System

Head of Financial
Management

20

Medium

Creditors

Cleaner and Safer
environments

Key Finance
System

Head of Financial
Management

25

Medium

Risk Management

Cleaner and Safer
environments

Assurance

Head of
Governance

15

Medium

Building Control & Inspection

Cleaner and Safer
environments

Operational
Audit

Head of Economic
Development

15

Medium

Banking Arrangements

Cleaner and Safer
environments

Operational
Audit

Head of Financial
Management

10

Medium

LTB Compliance & Social
Housing Fraud Team

Cleaner and Safer
environments

Operational
Audit

Head of Financial
Management

20

Medium

Leasing

Cleaner and Safer
environments

Operational
Audit

Head of Financial
Management

20

Medium

Housing Benefits
Overpayment Team

Cleaner and Safer
environments

Operational
Audit

Head of Financial
Management

15

Medium

Central Recharge Processes

Cleaner and Safer
environments

Operational
Audit

Head of Financial
Management

14

Medium

Value Added Tax

Cleaner and Safer
environments

Operational
Audit

Head of Financial
Management

20

Medium

LTB Compliance Team

Cleaner and Safer
environments

Operational
Audit

Head of Financial
Management

15

Medium

Staff Timekeeping & Leave

Cleaner and Safer
environments

Operational
Audit

Head of HR

20

Medium

Bank Reconciliation

Cleaner and Safer
environments

Key Finance
System

Head of Financial
Management

20

Medium

Grants Procedures (Grants
to the Council)

Cleaner and Safer
environments

Operational
Audit

Head of Financial
Management

10

Medium

CRB Policy & Procedures

Cleaner and Safer
environments

Assurance

Head of HR

10

Medium

Use of Purchasing Cards

Cleaner and Safer
environments

Operational
Audit

Head of Financial
Management

15

Medium

ITEM NO. 5.13

Audit Area

Priority

Type

Service Lead
Officer

Planned
Risk Category
Days

Court Fees & Recovery,
Legal Admin & Case
Management System

Cleaner and Safer
environments

Operational
Audit

Head of Law &
Administration

14

Medium

Reprographics (inc
photocopiers)

Cleaner and Safer
environments

Operational
Audit

Head of
Technology

15

Medium

Sundry Debtors

Cleaner and Safer
environments

Key Finance
System

Head of Financial
Management

25

Medium

Re-evaluation, Regrade and
Honoraria Procedures

Cleaner and Safer
environments

Operational
Audit

Head of HR

15

Medium

LTB Control Section (Include
DIPS)

Cleaner and Safer
environments

Operational
Audit

Head of Financial
Management

20

Medium

Civil Contingencies
(Emergency Planning,
Business Continuity)

Cleaner and Safer
environments

Assurance

Head of
Governance

20

Medium

Training/Development, Staff
Appraisals & PETS

Cleaner and Safer
environments

Operational
Audit

Head of HR

14

Medium

Managing Absence

Cleaner and Safer
environments

Assurance

Head of HR

15

Medium

Telecommunications
Arrangements

Cleaner and Safer
environments

Operational
Audit

Head of
Technology

20

Medium

Recruitment & Selection
Procedures

Cleaner and Safer
environments

Assurance

Head of HR

15

Medium

Car Loans/Leasing

Cleaner and Safer
environments

Operational
Audit

Head of HR

14

Medium

Fairer Charging Service

Cleaner and Safer
environments

Operational
Audit

Head of Financial
Management

20

Medium

Mortgages

Cleaner and Safer
environments

Operational
Audit

Head of Financial
Management

14

Medium

ITEM NO. 5.14
Cannock Chase DC Specific Audits
Priority

Type

Service Lead
Office

Planned
Days

Rank

Refuse Collection and
Recycling

Cleaner & Safer
Environments

Operational
Audit

Environment &
Healthy
Lifestyles

15

High

Private Sector Housing
Grants

Better Health
Outcomes

Operational
Audit

Environment &
Healthy
Lifestyles

15

Medium

Cleaner and Safer
environments

Operational
Audit

Environment &
Healthy
Lifestyles

15

Medium

Customers

Operational
Audit

Economic
Development

15

Medium

Cleaner and Safer
environments

Operational
Audit

Environment &
Healthy
Lifestyles

15

Medium

Asset Management

Customers

Assurance

Economic
Development

10

Medium

Strategic Housing

More & Better
Housing

Operational
Audit

Housing &
Partnerships

10

Medium

Planning - Local
Plan/Forward Planning

More & Better
Housing

Operational
Audit

Economic
Development

10

Medium

Cleaner and Safer
environments

Operational
Audit

Environment &
Healthy
Lifestyles

15

Medium

Lease Holder Recharges

More & Better
Housing

Operational
Audit

Housing &
Partnerships

15

Medium

Scheme Managers and
Sheltered Accommodation

More & Better
Housing

Operational
Audit

Housing &
Partnerships

10

Medium

Non-Housing Maintenance

More & Better
Housing

Operational
Audit

Economic
Development

15

Medium

Customers

Operational
Audit

Governance &
Corporate
Services

15

Medium

Audit Area

Landscape Development

Property Management

Car Parking Arrangements

Cemeteries

Electoral Registration &
Elections

ITEM NO. 5.15

Audit Area

Priority

Type

Service Lead
Office

Planned
Days

Rank

Homelessness Provisions &
Housing Options Team

More & Better
Housing

Operational
Audit

Housing &
Partnerships

15

Medium

Public Relations & Marketing

Customers

Operational
Audit

Governance &
Corporate
Services

10

Medium

Ethical & Governance
Framework

Customers

Assurance

Governance &
Corporate
Services

15

Medium

Economic Development &
Tourism Exclude the LEP)

Better Jobs and
Skills

Operational
Audit

Economic
Development

10

Medium

Environmental
Protection/Pollution Control

Cleaner and Safer
environments

Operational
Audit

Environment &
Healthy
Lifestyles

10

Medium

HRA Business Plans

More & Better
Housing

Key Finance
System

Housing &
Partnerships

10

Medium

Allocations & Voids

More & Better
Housing

Operational
Audit

Housing &
Partnerships

10

Medium

Cleaner & Safer
Environments

Operational
Audit

Economic
Development

10

Medium

Community Engagement &
Consultations

Customers

Operational
Audit

Governance &
Corporate
Services

10

Medium

Utilities Management

Customers

Operational
Audit

Economic
Development

10

Medium

Information Management

Customers

Assurance

Governance &
Corporate
Services

10

Medium

Cleaner and Safer
environments

Operational
Audit

Environment &
Healthy
Lifestyles

15

Medium

Customers

Operational
Audit

Governance &
Corporate
Services

15

Medium

Licensing & Hackney
carriages

Grounds Maintenance

Customer Services
(CRM, Reception, Social
Alarms etc.)

ITEM NO. 5.16

Audit Area

Priority

Type

Service Lead
Office

Planned
Days

Rank

Countryside Management &
Rangers Service

Cleaner and Safer
environments

Operational
Audit

Environment &
Healthy
Lifestyles

10

Medium

Customers

Operational
Audit

Head of
Financial
Management

5

Medium

Housing Property Services

More & Better
Housing

Operational
Audit

Housing &
Partnerships

15

Medium

Housing Maintenance

More & Better
Housing

Operational
Audit

Housing &
Partnerships

15

Medium

Rent Debit, Collection &
Arrears

More & Better
Housing

Key Fiannce
System

Housing &
Partnerships

10

Medium

Sale of Council Houses

More & Better
Housing

Operational
Audit

Housing &
Partnerships

10

Medium

Mortuary & Assisted Burials

Cleaner and Safer
environments

Operational
Audit

Economic
Development

10

Medium

Pest Control

Cleaner and Safer
environments

Operational
Audit

Economic
Development

10

Medium

Street Cleansing

Cleaner and Safer
environments

Operational
Audit

Environment &
Healthy
Lifestyles

15

Medium

Public Health & Other
Enforcement

Cleaner & safer
environments

Operational
Audit

Environment &
Healthy
Lifestyles

10

Medium

Leisure & Culture Major
Projects

Cleaner & Safer
Environments /
Better Health
Outcomes

Operational
Audit

Environment &
Healthy
Lifestyles

10

Medium

Cleaner and Safer
environments

Operational
Audit

Environment &
Healthy
Lifestyles

10

Medium

Customers

Operational
Audit

Corporate

10

Medium

Grants to Voluntary
Organisations &
Subscriptions

Urban Forestry Management
& Tree Preservation Orders
Localism Act and
Transparency Agenda
arrangements

ITEM NO. 5.17

Audit Area

Priority

Type

Service Lead
Office

Planned
Days

Rank

Business Planning,
Performance Management &
Corporate Plans

Customers

Assurance

Governance &
Corporate
Services

15

Medium

Local Enterprise Partnership
Arrangements / Combined
Authority

Better Jobs and
Skills / More and
Better Housing

Operational
Audit

Economic
Development

10

Medium

customers

Operational
Audit

Governance &
Corporate
Services

10

Medium

Cleaner and Safer
environments

Operational
Audit

Housing &
Partnerships

10

Medium

Customers

Operational
Audit

Governance &
Corporate
Services

10

Medium

10

Medium

Land charges

Fleet Management & Garage
Workshop
Cleaning & Caretaking
Provision

Health & Safety

Customers

Assurance

Governance &
Corporate
Services

Members Allowances,
PCs & Other Expenses

Customers

Operational
Audit

Governance &
Corporate
Services

10

Medium

Local Strategic Partnership

Customers

Operational
Audit

Housing &
Partnerships

10

Medium

Miscellaneous Engineering
Functions (Christmas
Decorations, Public Clocks,
Bus Stations, Street
Furniture & Land Drainage)

Cleaner and Safer
environments

Operational
Audit

Environment &
Healthy
Lifestyles

10

Medium

Customers

Operational
Audit

Governance &
Corporate
Services

10

Medium

Better Health
Outcomes

Operational
Audit

Environment &
Healthy
Lifestyles

15

Medium

Cleaner and Safer
environments

Operational
Audit

Environment &
Healthy
Lifestyles

10

Medium

Democratic Services

Culture & Leisure Services
Contract Monitoring (Client
Function)

Allotments

ITEM NO. 5.18

Priority

Type

Service Lead
Office

Planned
Days

Rank

Cleaner & Safer
Environments

Operational
Audit

Economic
Development

10

Medium

Cleaner and Safer
environments

Operational
Audit

Housing &
Partnerships

10

Medium

Stores Function

More & Better
Housing

Operational
Audit

Housing &
Partnerships

10

Medium

Residents & Tennent
Support and Advice
Arrangements

More & Better
Housing /
Customers

Operational
Audit

Housing &
Partnerships

10

Medium

Safeguarding Children &
Vulnerable Adults

Customers

Assurance

Housing &
Partnerships

15

Medium

Civic Expenses, (Hospitality,
Regalia, Chairman's
Fundraising & Ball etc.) to
include Town Twinning

Customers

Operational
Audit

Managing
Director

10

Medium

More & Better
Housing

Operational
Audit

Housing &
Partnerships

10

Medium

Support Services Admin

Customers

Operational
Audit

Governance &
Corporate
Services

10

Medium

Community Infrastructure
Levy

Customers

Operational
Audit

Economic
Development

10

Medium

More & Better
Housing

Operational
Audit

Economic
Development

10

Medium

Customers

Assurance

Governance &
Corporate
Services

10

Medium

Food Safety Inspections and
Enforcement

Cleaner and Safer
environments

Operational
Audit

Economic
Development

10

Medium

Local Authority Health &
Safety Inspection &
Enforcement

Cleaner and Safer
environments

Operational
Audit

Economic
Development

10

Medium

Audit Area
Development Control
(Planning Applications &
Enforcement)
CCTV

Estate Management &
Caretakers

Miscellaneous Housing Act
Responsibilities & Empty
Homes Scheme

Equality and Diversity

ITEM NO. 5.19

Audit Area

Priority

Type

Service Lead
Office

Planned
Days

Rank

New Social Housing Building
Schemes

More & Better
Housing

Operational
Audit

Housing &
Partnerships

15

Medium

Customers

Operational
Audit

Managing
Director

10

Medium

Cleaner and Safer
environments

Operational
Audit

Economic
Development

10

Medium

Customers

Assurance

Managing
Director

10

Medium

Cleaner and Safer
environments

Operational
Audit

Economic
Development

10

Medium

Accommodation Project

Dog Control
Official Complaints, MP
letters and Ombudsman
Markets

ITEM NO. 5.

ITEM NO. 5.20
Appendix 3
Available Audit Resources 2017-18
General
Audit
Total
Staffing of the Team (Excludes Chief Internal Auditor)
In House Total Days

IT Audit
Support

Total Days

4

In House

1301
0
1301

Days Available

1301

Less Non Operational (leave, training etc)

421

Chargeable Days

880

1301
0
1301
60

1361
421

60

940

Chargeable Work

Fraud

30

30

Advice, Consultancy

80

80

Contingency Budget

130

130

40

40

Follow-ups
Audits

600

60

660

Chargeable Days

880

60

940

Allocation of Resources to Audit Plan Requirements
Shared Service Audits

200

Cannock Specific Audits

200

Stafford Specific Audits

200

IT Audit Plan
Total Days

60
660
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ITEM NO. 6.1
Report of:
Contact
Officer:
Telephone No:
Report Track:

Chief Internal
Auditor
Stephen Baddeley
4415
Audit &
Governance
Committee only

AUDIT & GOVERNANCE COMMITTEE
21 MARCH 2017
EXTERNAL QUALITY ASSESSMENT REPORT FOR INTERNAL AUDIT

1

Purpose of Report

1.1

To present to the Audit & Governance Committee for information the report
and action plan following the External Quality Assessment of Internal Audit
carried out in 2016.

2

Recommendations

2.1

That the Committee notes the contents of the External Quality Assessment
Report and the action plan contained within it.

2.2

That the Committee notes the conclusion of the Assessor that the section is
compliant with the standards.

3

Key Issues and Reasons for Recommendation

3.1

Under the Public Sector Internal Audit Standards the Internal Audit section has
a requirement to have an External Quality Assessment carried out by and
independent person at least once every five years. This forms part of the
section’s Quality Assurance and Improvement Programme.

3.2

The Internal Audit Section had a review carried out in November 2016 by
CIPFA and the report and action plan is attached for information.

4

Relationship to Corporate Priorities

4.1

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

ITEM NO. 6.2
5

Report Detail

5.1

The Internal Audit Section is required by the Public Sector Internal Audit
Standards (PSIAS) and the Quality Assurance and Improvement Programme
(QAIP) approved by the Audit Committee on 28th June 2016 to have an
External Quality Assessment (EQA) at least once every five years.

5.2

A decision was taken by the Chief Internal Auditor in consultation with the
Head of Governance to arrange for the EQA to be carried out in 2016-17. To
obtain consistency of views across the County and in an attempt to seek
value-for-money a joint tender was put out for a supplier to deliver the EQA for
the majority of the Staffordshire Authorities, Shropshire Council and Telford &
Wrekin Council. CIPFA were selected to carry out the EQA as a result of this
tender exercise. The Head of Governance acted as the sponsor for the EQA
so that it was carried out independently of the Chief Internal Auditor.

5.3

The review took place in November 2016 and included reviewing the Internal
Audit files, working practices and documentation. The assessor also held
interviews with the Internal Audit employees, a number of clients,
representatives from the Audit Committee and key Council Officers including
the Managing Director, s151 Officer and Monitoring Officer.

5.4

At the end of the review the Head of Governance and Chief Internal Auditor
received verbal feedback and a formal report setting out the findings. The
report stated that Internal Audit generally conformed with the PSIAS
requirements but that there were some areas where improvements could be
made.

5.5

The assessor’s overall opinion as stated in the report is “I identified no areas
of non-compliance with the standards that would affect the overall scope or
operation of the internal audit activity. However, the service acknowledges that
it has yet to move fully from control-focussed audits to risk-based auditing,
which was reflected in the audits that I reviewed. In addition, the emphasis on
keeping audit documentation concise, especially the assignment brief and
report, has resulted in some missing information.”

5.6

An action plan with 11 Recommendations and 14 Suggestions for
improvements was included in the report. Management comments have been
added to this by the Chief Internal Auditor, Head of Governance and Head of
Law & Administration to set out how the recommendations contained in the
report will be taken forward.

5.7

The EQA will be used to help to inform the annual review of the effectiveness
of Internal Audit for 2016-17. This will be presented to the Audit Committee in
June.

ITEM NO. 6.3

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

7

Appendices to the Report
Appendix 1 – Final Report for the external assessment of the shared internal
audit function Cannock Chase District Council and Stafford
Borough Council

ITEM NO. 6.4
Previous Consideration

Background Papers
•
Quality Assurance & Improvement Programme for Internal Audit
•
Review of Internal Audit 2015-16
•
Audit Charter

ITEM NO. 6.5

Final Report for the external assessment of the
shared internal audit function

Cannock Chase District Council and Stafford
Borough Council

Lead Associate: Elizabeth Humphrey, CPFA
Internal QA: Keeley Lund, Technical Manager, CIPFA, Professional
Standards & Guidance
23rd November 2016

ITEM NO. 6.6

Review of Cannock Chase District Council and Stafford Borough Council’s
Shared Internal Audit service (November 2016)
Internal audit within the public sector in the United Kingdom is governed by the Public
Sector Internal Audit Standards (PSIAS) which have been in place since 1 April 2013.
The standards require periodic self-assessments and an assessment by an external
person every five years. Now that Cannock Chase District Council and Stafford Borough
Council’s shared audit service has been operating under the standards for over three
years, this was deemed a good time for the first external review. The review also
included checking compliance with the Local Government Advisory Note (LGAN) where
this has requirements in addition to those in the PSIAS.
The review was carried out through a process of interview and document review. A list
of interviewees is included as appendix 2. I should like to thank all those who took the
time to talk to me for their help. I reviewed six audits carried out during the 2015/16
and 2016/17 financial years and I examined key documents including the Charter and
reports to the Audit Committee.
I identified no areas of non-compliance with the standards that would affect the overall
scope or operation of the internal audit activity. However, the service acknowledges
that it has yet to move fully from control-focussed audits to risk-based auditing, which
was reflected in the audits that I reviewed. In addition, the emphasis on keeping audit
documentation concise, especially the assignment brief and report, has resulted in
some missing information as detailed below.
I have made some practical and pragmatic medium priority recommendations (R) and
lower priority suggestions (S) to improve compliance with the standards, in particular
revising the audit assignment brief and report to give a greater emphasis to risk. The
Chief Internal Auditor will need to take action to implement them and an action plan is
included as appendix 1.
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During my review, it became clear that the service is shared at only the most basic
level with a strong “them and us” culture. This has made it difficult to deliver a
consistent service or a consistently directed service and, until this is addressed, the
service will not be as effective as it could be.

ITEM NO. 6.7

Summary findings and recommendations
Standard

Compliance

Attribute standards
1000
Full
Purpose,
authority and
responsibility
1100
Full
Independence
and objectivity

1200
Proficiency and
due professional
care

Partial
compliance

Findings
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Full

Rec
no

Include a statement to
confirm that
independence has not
been impaired in the past
year in the annual report

S1

Reinstate annual audit
committee effectiveness
reviews
Give greater
consideration of fraud
risks in audit planning,
ruling out fraud risks
explicitly in a revised
assignment brief where
appropriate

S2

Ensure all appropriate
people receive both the
audit brief and report

R2

Expand the audit
assignment brief to give
greater emphasis to risk
Continue to work with
auditors to develop the
risk focus of their work
through improved
documentation and
further training and
guidance
Involve others (for
example the s151, audit
committee members,
auditees) in the annual
review of audit

R1

The nature of assurance
and consultancy work is
defined in the Charter
Standard 1110
Independence and
objectivity are well
managed. All interviewees
emphasised the importance
of these aspects of audit
behaviour. The annual
report did not, however,
confirm no impairments to
independence
LGAN 4.2.4
Neither audit committee
has reviewed its own
effectiveness for some time
Standard 1210.A2
None of the audits that I
reviewed showed any
documented consideration
of fraud risks
Standard 1220.A1 and
1220.A3
The audit assignment brief
does not indicate who
should receive either it or
the report and so some
auditees may not be
consulted when planning an
audit
Auditees and auditors had
mixed views on the focus of
audits in relation to risk or
internal control

1300
Quality
assurance and
improvement
programme

Recommendations and
suggestions

Standard 1311
The audit team reviews
itself annually, with the
help of the Head of
Governance but no-one else
contributes

R1

R3

S3
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Standard

Compliance

Findings
Standard 1312
No formal notes were kept
of meetings with the
sponsor for this review

Performance standards
2000
Partial
Managing the
internal audit
activity
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2100
Nature of work

Partial

Standard 2010
The form of the annual
audit opinion and the
opinion given on individual
audits is different
Standard 2010.A1
Both audit committees were
engaged with the audit
planning process but the
Stafford audit committee
did not seem to be aware
that the plan was risk
based.
Standard 2020 and 2060
Internal audit activities are
reported to each audit
committee during the year.
Senior management see
and comment on the audit
plan but receive interim
activity reports and the
annual report only as part
of their review of all
committee reports. The CIA
does not present at any
senior management
meetings
Neither Stafford nor
Cannock Chase’s audit
committee meets privately
with the CIA although
Stafford’s audit committee
does meet privately with
the external auditors for
pre-audit briefings
LGAN 8.2.3
There is no guidance in the
audit approach regarding
raising serious issues with
management as they arise
Standard 2110
Audit has undertaken no
reviews of ethics
Standard 2110.A2
Work on IT governance is
now underway but there
has been little work in this
area recently

Recommendations and
suggestions
Make and retain notes of
discussions with the EQA
sponsor

Rec
no
S4

Consider using the same
opinion for audit reports
and for the annual audit
opinion

S5

Ensure that the audit
committees are aware of
the risk basis of the audit
plan and how this is
determined

S6

Report audit activity
during and at the end of
the year to senior
management, with the
CIA presenting those
reports

R4

The CIA should meet
privately with the audit
committee at least once
a year
Hold briefings with the
CIA before each audit
committee

R5

Include guidance on
raising serious interim
findings with
management in the audit
manual
Include ethics work in
the audit plan

R6

Complete the IT
governance work and
include in future audit
plans

R8

S7

R7

ITEM NO. 6.9

Standard

Page5

2200
Engagement
planning

Compliance

Partial

2300
Performing the
engagement

Full

2400
Communicating
the results

Partial

Findings
Standard 2120.A2
Fraud risks are not
explicitly identified in audits
Standard 2201 and 2210
The focus on system notes
and the brevity of the audit
assignment brief means
that many key areas are
missed or limited

The review showed that
audits are well-performed
and well-documented,
although the limitations in
the planning may mean
that not all key areas are
covered
Standard 2410
Audit reports do not include
the engagement’s
objectives or scope
Standard 2410.A1
The audit opinions are
aligned to those used for
risk and performance,
which should be
maintained. However, the
use of a three-point scale
makes it hard to distinguish
between reviews that are
generally good with
weaknesses and reviews
that are poor with
redeeming factors
Standard 2410.A2
Satisfactory performance is
acknowledged but only in
passing
Standard 2420
Reports meet the
requirements for quality of
communications but their
brevity limits their value
Standard 2440.A1
Reports do not include the
names of the auditor, CIA
or recipients and are sent
out by the auditor, with the
CIA cc-ed in

Recommendations and
suggestions
See above

Rec
no
R1

Expand the audit
assignment brief to give
greater emphasis to risk,
errors, non-compliance
and opportunities for
adding value/value for
money
Shift audit planning to be
entirely risk based
See recommendations
elsewhere regarding the
audit brief

R1

Outline the
engagement’s objectives
and scope in the audit
report, perhaps by
including audit brief as
an appendix to audit
reports
Consider moving to a
four-point opinion while
maintaining alignment
with performance and
risk

R10

Give greater
acknowledgement to
satisfactory performance

S9

Expand the executive
summary to include key
risks, findings and
recommendations

S10

Ensure that audits are
sent out in the name of
the CIA, perhaps by
including the CIA’s name
on audit reports

R11

R9
R1

S8

ITEM NO. 6.10

Standard

2500
Monitoring
progress

Compliance

Full

2600
Communicating
the acceptance
of risks

Full

Code of Ethics

Full

Mission

Full

Core principles
of internal
audit

Full

Findings
Standard 2450
The form of the annual
opinion is not that used for
individual audits
LGAN 10.1.4 and 10.2.6
The process for agreeing
reports and their circulation
is not set out for auditees
Standard 2500.A1
The follow up process works
well but auditees were
unclear as to how it works.
They are only rarely asked
to attend audit committees
to discuss their reports
There was no evidence that
risks have been left
unmitigated following an
audit, highlighting the
importance placed by the
officers at each council on
audit findings
All interviewees stressed
the emphasis placed on
ethics by the audit team
and their independence and
objectivity
The Charter includes the
newly developed internal
audit mission
No significant problems
were identified with
following the new core
principles, although
improving the current audit
planning documents will aid
compliance. Further work
will be needed to
demonstrate compliance in
the annual report for
2016/17

Recommendations and
suggestions

Rec
no

Consider using the same
opinion for audit reports
and for the annual audit
opinion
Include the process for
agreeing reports in the
assignment brief
Include details about the
follow up process in the
report
Invite auditees to audit
committees when
discussing unsatisfactory
reports or progress

S5

Work to integrate the
core principles into
audit’s work and consider
how best to demonstrate
this in the annual report
in future

S14
R1
R2

The Chief Internal Auditor has details of the findings, standard by standard.
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Elizabeth Humphrey CPFA

S11
R2
S12
S13

ITEM NO. 6.11

Appendix 1: action plan

Recommendations
No

Recommendation

Response

R1

Expand the audit
assignment brief to
give greater emphasis
to:
 Risk
 Fraud risks
 Errors
 Non-compliance
 Opportunities for
adding value
 Value for money
arrangements
Ensure all appropriate
people receive both the
audit brief and report

Agree – will look to refine process
and amend brief to become more
of a planning document to provide
required evidence
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R2

R3

Continue to work with
auditors to develop the
risk focus of their work
through improved
documentation and
further training and
guidance

R4

Report audit activity
during and at the end
of the year to senior
management, with the
CIA presenting those
reports

R5

The CIA should meet
privately with the audit
committee at least
once a year

Process does try to identify key
recipients/client contacts but will
review to ensure greater clarity in
the process. We may consider
developing a leaflet for auditees
setting out roles & responsibilities,
contacts etc assist with this
Work is continuing to develop and
refine working practices and
documentation to improve the risk
focus of work. Support and
Training will continue to be given
to the Auditors to help their
understanding of and focus on
risks.
Key reports already circulated
informally to Leadership Team by
CIA directly and CIA meets with
each HoS to discuss the plan and
individual concerns in the area.
We had moved away from
formally presenting reports at LT.
Will consider reintroducing a
formal presentation to LT on the
Annual Report to discuss key
issues arising from the findings
and the level of CIA Assurance
initially.
This will be explored with the
Committees

Responsible
officer
Chief Internal
Auditor

Action
date
1/4/17

Chief Internal
Auditor

Immediate

Chief Internal
Auditor

Ongoing

Chief Internal
Auditor

30/6/17

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

31/3/17

ITEM NO. 6.12

No

Recommendation

Response

R6

Include guidance on
raising serious interim
findings with
management in the
audit manual
Include ethics work in
the audit plan

Audit documentation will be
revised to include this

R7

R8

Complete the IT
governance work and
include in future audit
plans

R9

Shift audit planning to
be entirely risk based

R10

Outline the
engagement’s
objectives and scope in
the audit report,
perhaps by including
audit brief as an
appendix to audit
reports
Ensure that audits are
sent out in the name of
the CIA, perhaps by
including the CIA’s
name on audit reports
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R11

Responsible
officer
Chief Internal
Auditor

Action
date
1/4/17

CIA is working on developing an
approach to ethics audits and will
aim to include some ethics audit
work on 2017-18 Audit Plan.
The IT Governance Framework
identifications/documentation
work is ongoing and the intention
has always been to use this as the
basis for IT Audit Work.
This is an ongoing process to
become fully risk based but it is
taking time to become fully
embedded. Further work will be
carried out to ensure this occurs
The content and format of the
report and other documentation
will be reviewed to ensure that the
objectives and scope of the review
is appropriately communicated,

Chief Internal
Auditor

1/4/17

Chief Internal
Auditor

1/4/17

Chief Internal
Auditor

Ongoing

Chief Internal
Auditor

1/4/17

As part of the review of
documentation greater clarity will
be provided to demonstrate that
all audit reports are issued in the
name of the CIA

Chief Internal
Auditor

1/4/17

ITEM NO. 6.13

Suggestions
No

Suggestion

Response

S1

Include a statement to
confirm that independence
has not been impaired in
the past year in the annual
report
Reinstate annual audit
committee effectiveness
reviews

Will look to include in Annual
Report for 2016-17

S2

S3

S4
S5

Page9

S6

Involve others (for
example the s151, audit
committee members,
auditees) in the annual
review of audit
Make and retain notes of
discussions with the EQA
sponsor
Consider using the same
opinion for audit reports
and for the annual audit
opinion
Ensure that the audit
committees are aware of
the risk basis of the audit
plan and how this is
determined

S7

Hold briefings with the CIA
before each audit
committee

S8

Consider moving to a fourpoint opinion while
maintaining alignment with
performance and risk

Responsible
officer
Chief Internal
Auditor

Action
date
1/4/17

The position will be reviewed
with the aim of carrying out
reviews of the committee on a
periodic basis.
Will look to involve others on
periodic basis to ensure fresh
eyes review the evidence.

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

201718

Will consider improving
documentation of agreement
for future EQA
The presentation/wording of
the Annual Opinion will be
reviewed for the Annual Report
for 2016-17
The induction training for the
committee already states that
the audit plan is risk based, as
does the covering report when
the Audit Plan is taken and the
summary risk assessments are
provided. The risk basis for
Audit Planning is also stressed
when the report is presented to
the committee by the CIA.
This will be explored with the
Committees – a Pre-meeting
with the Chair is always
offered.

Chief Internal
Auditor

Next
EQA

Chief Internal
Auditor

30/6/17

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

31/3/17

This will be considered and as a
minimum we will explore
providing greater clarity in the
narrative to distinguish if areas
a almost substantial or almost
Limited

30/6/17

31/3/17
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ITEM NO. 6.14

No

Suggestion

Response

S9

Give greater
acknowledgement to
satisfactory performance

S10

Expand the executive
summary to include key
risks, findings and
recommendations

S11

Include the process for
agreeing reports in the
assignment brief

S12

Include details about the
follow up process in the
report

S13

Invite auditees to audit
committees when
discussing unsatisfactory
reports or progress

S14

Work to integrate the core
principles into audit’s work
and consider how best to
demonstrate this in the
annual report in future

We always strive to add in
some positive comments but
the focus has been to reduce
the size of reports and to focus
on the key messages. As the
reports are primarily exception
based this does limit how much
we talk about good
performance unless it is
something meriting positive
comment.
We aim to provide the key
messages in the executive
summary and accept that this
is sometimes done better than
others. We will continue to
strive to improve the quality of
the key messages included in
the Executive Summary.
I feel that this may add
unnecessary standard text to
the brief. We have considered
for a time drafting an Auditee
information leaflet which may
be a better place to put
standard information for the
Auditee which can be issued at
the start of an audit and with
the Brief/Planning Document.
(See also R2)
We will look at how this can be
addressed but the Auditee
Leaflet option may be a good
solution (See also R2/S11)
We already have the ability to
call auditees to the committee.
Will consider calling Auditees
when necessary – focus will be
on receipt of Limited Reports
and Follow-ups where the
assurance level remains Partial
or Limited.
Further work will be carried out
to integrate the new Core
Principles and other future
changes to the PSIAS/LGAN
into the work of the section and
to include evidence of
compliance of the principles in
the Annual Report for 2015-16.

Responsible
officer
Chief Internal
Auditor

Action
date
ongoing

Chief Internal
Auditor

ongoing

Chief Internal
Auditor

1/4/17

Chief Internal
Auditor

30/6/17

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

1/4/17

Chief Internal
Auditor

30/6/17

ITEM NO. 6.15
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Appendix 2: interviewees
Person

Position

Organisation

Judith Aupers

Head of Governance

Shared service

Stephen Baddeley

Chief Internal Auditor

Shared audit service

Julie Burgess

Principal Auditor

Shared audit service

James Cook

Director

Grant Thornton

Peter Gregory

Auditor

Shared audit service

June Hall

Risk and Resilience Manager

Shared service

Mark Hartwell

Site Manager

Stafford Borough Council

Lisa Heaton

Tourism and Heritage Manager

Stafford Borough Council

Laura Hinsley

Manager

Grant Thornton

Cllr Justin Johnson

Audit Committee member

Cannock Chase District Council

Bob Kean

Head of Finance

Shared finance service

Cllr Jack Kemp

Audit Committee member

Stafford Borough Council

Peter Kendrick

Head of Technology

Shared service

Rob Lamond

Policy and Performance Manager

Cannock Chase District Council

Cllr Angela Loughran

Audit Committee Chair

Stafford Borough Council

Tony McGovern

Managing Director

Cannock Chase District Council

Dave Molloy

Senior Auditor

Shared audit service

Ian Moore

Senior Auditor

Shared audit service

Neville Raby

Head of HR

Shared service

Martin Scholey

Auditor

Shared audit service

Karen Tanner

Project Manager/Helpdesk Manager

Stafford Borough Council

Alistair Welch

Monitoring Officer

Shared service

Bryony Willis

Senior Auditor

Shared audit service

Rob Wolfe

Local Taxation and Benefits Manager

Shared service
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ITEM NO. 8.2

Grant Thornton UK LLP
The Colmore Building
Colmore Circus Queensway
Birmingham
B4 6AT
T +44 (0)121 212 4000
www.grant-thornton.co.uk

Cannock Chase District Council
Civic Centre
Beecroft Road, Cannock
WS11 1 BG
March 2017
Dear Members of the Audit and Governance Committee
Audit Plan for Cannock Chase District Council for the year ending 31 March 2017

This Audit Plan sets out for the benefit of those charged with governance (in the case of Cannock Chase District Council, the Audit and Governance Committee), an
overview of the planned scope and timing of the audit, as required by International Standard on Auditing (UK & Ireland) 260. This document is to help you understand the
consequences of our work, discuss issues of risk and the concept of materiality with us, and identify any areas where you may request us to undertake additional procedures.
It also helps us gain a better understanding of the Council and your environment. The contents of the Plan have been discussed with management.
We are required to perform our audit in line with Local Audit and Accountability Act 2014 and in accordance with the Code of Practice issued by the National Audit Office
(NAO) on behalf of the Comptroller and Auditor General in April 2015. Our responsibilities under the Code are to:
-give an opinion on the Council's financial statements,
-satisfy ourselves the Council has made proper arrangements for securing economy, efficiency and effectiveness in its use of resources.
As auditors we are responsible for performing the audit, in accordance with International Standards on Auditing (UK & Ireland), which is directed towards forming and
expressing an opinion on the financial statements that have been prepared by management with the oversight of those charged with governance. The audit of the financial
statements does not relieve management or those charged with governance of their responsibilities for the preparation of the financial statements which give a true and fair
view.
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 planning process.
It is not a comprehensive record of all the relevant matters, which may be subject to change. In particular we cannot be held responsible to you for reporting all of the risks
which may affect the Council or all weaknesses in your internal controls. This report has been prepared solely for your benefit. 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.
We look forward to working with you during the course of the audit.
Yours sincerely
Richard Percival
Engagement Lead
© 2017 Grant Thornton UK LLP | The Audit Plan for Cannock Chase District Council | 2016/17

Chartered Accountants
Grant Thornton UK LLP is a limited liability partnership registered in England and Wales: No.OC307742. Registered office: Grant Thornton House, Melton Street, Euston Square, London NW1 2EP.
A list of members is available from our registered office. Grant Thornton UK LLP is authorised and regulated by the Financial Conduct Authority.
Grant Thornton UK LLP is a member firm of Grant Thornton International Ltd (GTIL). GTIL and the member firms are not a worldwide partnership. Services are delivered by the member firms. GTIL and
its member firms are not agents of, and do not obligate, one another and are not liable for one another’s acts or omissions. Please see grant-thornton.co.uk for further details.
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ITEM NO. 8.4

Understanding your business and key developments
Developments

Key challenges

Financial reporting changes

The Autumn Statement

Financial challenges

CIPFA Code of Practice 2016/17 (the Code)

The Chancellor detailed plans in the Autumn
Statement to increase funding for Housing and
Infrastructure, and further extend devolved powers
to Local Authorities.

The Council is facing some significant financial challenges over the short
to medium term and these have been addresses as part of the
implementation of the Financial Recovery Plan (FRP) – February 2016.

Changes to the Code in 2016/17 reflect aims of the
'Telling the Story' project, to streamline the financial
statements to be more in line with internal
organisational reporting and improve accessibility to
the reader of the financial statements.

CCDC are non-constituent members of the West
Midlands Combined Authority and during the year
have received £8million worth of investment from
the WMCBA Collective Investment Fund.
Future funding arrangements
Local government continues to face enormous
challenges. The Council had reflected the changes
arising from the December 2015 New Homes
Bonus consultation in its provisional budget. The
2017/18 settlement in addition to the 2015
proposals further increased the Deadweight
Parameter impacting again on the Grant received
by the authority. Further changes to Deadweight
baselines are possible in the future.
The Council have rejected a Multi Year Settlement
as it still seeks transitional funding following the
closure of Rugeley Power Station. The Council
continues to lobby Central Government however
the outcome is not expected to be favourable.

It was identified in the September 2016 iteration of the Plan that the
Council faced minimum saving requirements ranging from £1.3m to
£2.4m, dependent on the timing of Mill Green. At month 9 the Council is
forecasting an underspend for the year of £662k.

Although a balanced budget has been set for future years, this forecast
assumes the use of working balances to address shortfalls of £508k and
£571k in 2017/18 and 2018/19 respectively.

The changes affect the presentation of the
Comprehensive Income and Expenditure Statement
and the Movement in Reserves Statements,
segmental reporting disclosures and a new
Expenditure and Funding Analysis note has been
introduced. The Code also requires these
amendments to be reflected in the 2015/16
comparatives by way of a prior period adjustment.

A shortfall of £181k exists in 2019/20 and although sufficient working
balances exist to address this, the financial plan identifies further saving
initiatives that will be developed in the next financial year.

Earlier closedown

Estimation

The Accounts and Audit
Regulations 2015
require councils to bring
forward the approval
and audit of financial
statements to 31 July by
the 2017/2018 financial
year.

As the earlier
closedown of the
accounts over the next
two years is managed
the preparation of the
financial statements
may in future include a
greater reliance on
estimation.

The FRP sought to address the ongoing shortfall of £1.6m, assuming the
opening of Mill Green in 2019.

Reduction in business rates
Rugeley Power Station is currently being decommissioned after the
earlier than expected closure in June 2016. This has reduced annual
business rate income by approximately £1 million for the Council. This
significant reduction in business rates income is included in the Council’s
future forecasts and financial plans. The Mill Green Designer Outlet
Village Development is expected to open in 2018/19 and will go someway
to alleviating the pressures from this significant reduction in income.

Our response
 We aim to complete all our substantive audit work of your financial statements by 31 st July 2017.
 As part of our opinion on your financial statements, we will consider whether your financial statements accurately reflect the financial reporting changes in the 2016/17 Code.
 We will review the Council's progress in managing its responsibilities for public health and how it is working with partners, as part of our work in reaching our VFM conclusion.
 We will keep you informed of changes to the financial reporting requirements for 2016/17 through on-going discussions and invitations to our technical update workshops.

© 2017 Grant Thornton UK LLP | The Audit Plan for Cannock Chase District Council | 2016/17

ITEM NO. 8.5

Materiality
In performing our audit, we apply the concept of materiality, following the requirements of International Standard on Auditing (UK & Ireland) (ISA) 320: Materiality in planning and
performing an audit. The concept of materiality is fundamental to the preparation of the financial statements and the audit process and applies not only to the monetary misstatements but
also to disclosure requirements and adherence to acceptable accounting practice and applicable law. An item does not necessarily have to be large to be considered to have a material effect on
the financial statements. An item may be considered to be material by nature, for example, when greater precision is required (e.g. senior manager salaries and allowances).
We determine planning materiality (materiality for the financial statements as a whole determined at the planning stage of the audit) in order to estimate the tolerable level of misstatement in
the financial statements, assist in establishing the scope of our audit engagement and audit tests, calculate sample sizes and assist in evaluating the effect of known and likely misstatements in
the financial statements.
We have determined planning materiality based upon professional judgement in the context of our knowledge of the Council. In line with previous years, we have calculated financial
statements materiality based on a proportion of the gross revenue expenditure of the Council. For purposes of planning the audit we have determined overall materiality to be £1,291k (being
1.8% of gross revenue expenditure). In the previous year, we determined materiality to be £1,359k (being 2% of gross revenue expenditure). Due to the declining financial position of the
Council and the potential for increased public scrutiny, we have deemed it appropriate to reduce our materiality threshold this year. Our assessment of materiality is kept under review
throughout the audit process and we will advise you if we revise this during the audit.
Under ISA 450, auditors also set an amount below which misstatements would be clearly trivial and would not need to be accumulated or reported to those charged with governance because
we would not expect that the accumulation of such amounts would have a material effect on the financial statements. "Trivial" matters are clearly inconsequential, whether taken individually
or in aggregate and whether judged by any criteria of size, nature or circumstances. We have defined the amount below which misstatements would be clearly trivial to be £64,550.
ISA 320 also requires auditors to determine separate, lower, materiality levels where there are 'particular classes of transactions, account balances or disclosures for which misstatements of
lesser amounts than materiality for the financial statements as a whole could reasonably be expected to influence the economic decisions of users'. We have identified the following items
where separate materiality levels are appropriate:
Balance/transaction/disclosure

Explanation

Materiality level

Senior officers remuneration

Due to public interest in these disclosures and the statutory requirement for them to
be made.

£20,000

Related party transactions

Due to public interest in these disclosures and the statutory requirement for them to
be made.

£20,000 (Individual mis-statements will be assessed
individually, with due regard given to the nature of the
error and its potential impact on the materiality of the
other party).

Misstatements, including omissions, are considered to be material if they, individually or in the aggregate, could reasonably be expected to influence the economic decisions of users
taken on the basis of the financial statements; Judgments about materiality are made in light of surrounding circumstances, and are affected by the size or nature of a misstatement,
or a combination of both; and Judgments about matters that are material to users of the financial statements are based on a consideration of the common financial information needs
of users as a group. The possible effect of misstatements on specific individual users, whose needs may vary widely, is not considered. (ISA (UK and Ireland) 320)

© 2017 Grant Thornton UK LLP | The Audit Plan for Cannock Chase District Council | 2016/17

5

ITEM NO. 8.6

Significant risks identified
An audit is focused on risks. Significant risks are defined by ISAs (UK and Ireland) as risks that, in the judgment of the auditor, require special audit consideration. In
identifying risks, audit teams consider the nature of the risk, the potential magnitude of misstatement, and its likelihood. Significant risks are those risks that have a higher
risk of material misstatement.
Significant risk

Description

Audit procedures

The revenue cycle
includes fraudulent
transactions

Under ISA (UK and Ireland) 240 there is a presumed
risk that revenue streams may be misstated due to the
improper recognition of revenue.

Having considered the risk factors set out in ISA240 and the nature of the revenue streams at
Cannock Chase District Council, we have determined that the risk of fraud arising from revenue
recognition can be rebutted, because:

This presumption can be rebutted if the auditor
concludes that there is no risk of material misstatement
due to fraud relating to revenue recognition.

•

There is little incentive to manipulate revenue recognition;

•

Opportunities to manipulate revenue recognition are very limited;

•

The culture and ethical frameworks of local authorities, including Cannock Chase District
Council, mean that all forms of fraud are seen as unacceptable.

Therefore do not consider this to be a significant risk for Cannock Chase District Council.
Management override of controls

Going Concern Disclosures

Under ISA (UK and Ireland) 240 there is a nonrebuttable presumed risk that the risk of management
over-ride of controls is present in all entities.

You are facing significant financial challenges and have
forecast a significant deficit position for 2016/17. This
raises doubts over the completeness and adequacy of
the going concern disclosures in the accounts,
particularly in relation to material uncertainty.

Work completed to date:
•

Review of the control environment for preparation and authorisation of journal entries.

Work planned:
•

Review of accounting estimates, judgments and decisions made by management.

•

Review of journal entry process and selection of unusual journal entries for testing back to
supporting documentation.

•

Review of unusual significant transactions.

Work planned:
•

Review of management's assessment of going concern assumptions and supporting
information, e.g. 2016/17and 2017/18 budgets and cash flow forecasts and associated
sensitivity analysis.

•

Review of completeness and accuracy of disclosures on material uncertainties in the financial
statements.

"Significant risks often relate to significant non-routine transactions and judgmental matters. Non-routine transactions are transactions that are unusual, due to either 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 (UK and Ireland) 315) . In making the review of unusual significant transactions "the auditor shall treat identified significant related party transactions outside the entity's
normal course of business as giving rise to significant risks." (ISA (UK and Ireland) 550)
© 2017 Grant Thornton UK LLP | The Audit Plan for Cannock Chase District Council | 2016/17
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ITEM NO. 8.7

Significant risks identified (continued)
Significant risk

Description

Audit procedures

Valuation of pension fund net
liability

The Council's pension fund asset
and liability as reflected in its
balance sheet represent a
significant estimate in the financial
statements.

Work planned:

Changes to the presentation of
local authority financial
statements

CIPFA has been working on the
‘Telling the Story’ project, for which
the aim was to streamline the
financial statements and improve
accessibility to the user and this has
resulted in changes to the 2016/17
Code of Practice.
The changes affect the presentation
of income and expenditure in the
financial statements and associated
disclosure notes. A prior period
adjustment (PPA) to restate the
2015/16 comparative figures is also
required.

© 2017 Grant Thornton UK LLP | The Audit Plan for Cannock Chase District Council | 2016/17

•

We will identify the controls put in place by management to ensure that the pension fund liability is not
materially misstated. We will also assess whether these controls were implemented as expected and
whether they are sufficient to mitigate the risk of material misstatement.

•

We will review the competence, expertise and objectivity of the actuary who carries out your pension
fund valuation. We will gain an understanding of the basis on which the valuation is carried out.

•

We will undertake procedures to confirm the reasonableness of the actuarial assumptions made.

•

We will review the consistency of the pension fund asset and liability and disclosures in notes to the
financial statements with the actuarial report from your actuary.

Work completed to date:
•

We have documented and evaluated the process for the recording the required financial reporting
changes to the 2016/17 financial statements.

•

We have reviewed the re-classification of the Comprehensive Income and Expenditure Statement
(CIES) comparatives to ensure that they are in line with the Authority’s internal reporting structure.

•

We have reviewed the appropriateness of the revised grouping of entries within the Movement In
Reserves Statement (MIRS).

Work planned:
•

We will test the classification of income and expenditure for 2016/17 recorded within the Cost of
Services section of the CIES.

•

We will test the completeness of income and expenditure by reviewing the reconciliation of the CIES to
the general ledger.

•

We will test the classification of income and expenditure reported within the new Expenditure and
Funding Analysis (EFA) note to the financial statements.

•

We will review the new segmental reporting disclosures within the 2016/17 financial statements to
ensure compliance with the CIPFA Code of Practice.
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ITEM NO. 8.8

Other risks identified
Reasonably possible risks (RPRs) are, in the auditor's judgment, other risk areas which the auditor has identified as an area where the likelihood of material misstatement
cannot be reduced to remote, without the need for gaining an understanding of the associated control environment, along with the performance of an appropriate level of
substantive work. The risk of misstatement for an RPR or other risk is lower than that for a significant risk, and they are not considered to be areas that are highly
judgmental, or unusual in relation to the day to day activities of the business.
Reasonably possible risks

Description of risk

Audit procedures

Operating expenses

Creditors understated or not recorded in
the correct period
(Operating expenses understated)

Work completed to date:
•

We have completed our documentation of the system and performed a walkthrough of the identified
controls. Our work has not identified any weaknesses which impact on our audit approach

Results of interim testing to date are summarised on Page 15
Work planned:

Employee remuneration

Employee remuneration accruals
understated
(Remuneration expenses not correct)

•

Testing of payments made after the year end to ensure that liabilities have been recorded in the correct
period.

•

We will hold discussions with appropriate personnel to obtain a detailed understanding of the accruals
process.

Work completed to date:
•

We have completed our documentation of the system and performed a walkthrough of the identified
controls. Our work has not identified any weaknesses which impact on our audit approach.

•

We have completed substantive payroll testing (specifically Payslip and HR related transactions) up to
Month 10.

•

We have completed a payroll trend analysis of the total payroll costs and deductions up to Month 10.

Results of interim testing to date are summarised on Page 15
Further work planned:

•

Undertake a reconciliation from the payroll ledger to the general ledger.

•

Complete the payroll trend analysis for the final 2 months of the year.

•

Complete the substantive payroll testing for the final 2 months of the year.

•

Undertake further work in regards to payroll related notes, agreeing figures back to source documentation.

"In respect of some risks, the auditor may judge that it is not possible or practicable to obtain sufficient appropriate audit evidence only from substantive procedures. Such risks may
relate to the inaccurate or incomplete recording of routine and significant classes of transactions or account balances, the characteristics of which often permit highly automated
processing with little or no manual intervention. In such cases, the entity’s controls over such risks are relevant to the audit and the auditor shall obtain an understanding of them."
(ISA (UK and Ireland) 315)
© 2017 Grant Thornton UK LLP | The Audit Plan for Cannock Chase District Council | 2016/17
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ITEM NO. 8.9

Other risks identified (continued)
Reasonably possible risks

Description of risk

Audit procedures

Property, Plant and Equipment

Revaluation measurements are not
correct.

Work completed to date:

•

We have completed our documentation of the system and performed a walkthrough of the identified
controls. Our work has not identified any weaknesses which may impact on our audit approach.

Results of interim testing to date are summarised on Page 15
Further work planned:
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•

We will substantively test assets revalued during the financial period.

•

Undertake testing to ensure that the fair value of property, plant and equipment (which was not revalued
during the period) is not materially different to the value held in the financial statements.

•

We will review the policy used to value HRA stock to ensure it is in line with ‘the Code’.
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ITEM NO. 8.10

Other risks identified (continued)
Going concern
As auditors, we are required to “obtain sufficient appropriate audit evidence about the appropriateness of management's use of the going concern assumption
in the preparation and presentation of the financial statements and to conclude whether there is a material uncertainty about the entity's ability to continue as a
going concern” (ISA (UK and Ireland) 570). We will review the management's assessment of the going concern assumption and the disclosures in the financial
statements.
Other material balances and transactions
Under International Standards on Auditing, "irrespective of the assessed risks of material misstatement, the auditor shall design and perform substantive procedures for
each material class of transactions, account balance and disclosure". All other material balances and transaction streams will therefore be audited. However, the procedures
will not be as extensive as the procedures adopted for the risks identified in the previous sections but will include:
•
•
•
•
•
•
•
•
•
•

Intangible assets
Assets held for sale
Cash and cash equivalents
Trade and other receivables
Borrowings and other liabilities (long and short term)
Provisions
Useable and unusable reserves
Movement in Reserves Statement and associated notes
Statement of cash flows and associated notes
Financing and investment income and expenditure
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•
•
•
•
•
•
•
•
•

Taxation and non-specific grants
New note disclosures
Officers' remuneration note
Leases note
Related party transactions note
Capital expenditure and capital financing note
Financial instruments note
Housing Revenue Account and associated notes
Collection Fund and associated notes
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ITEM NO. 8.11

Value for Money
Background

The Code requires us to consider 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.

Sub-criteria

Detail

Informed decision
making

• Acting in the public interest, through demonstrating and
applying the principles and values of sound governance
• Understanding and using appropriate cost and
performance information (including, where relevant,
information from regulatory/monitoring bodies) to
support informed decision making and performance
management
• Reliable and timely financial reporting that supports the
delivery of strategic priorities
• Managing risks effectively and maintaining a sound system
of internal control

Sustainable
resource
deployment

• Planning finances effectively to support the sustainable
delivery of strategic priorities and maintain statutory
functions
• Managing and utilising assets effectively to support the
delivery of strategic priorities
• Planning, organising and developing the workforce
effectively to deliver strategic priorities.

Working with
partners and
other third parties

• Working with third parties effectively to deliver strategic
priorities
• Commissioning services effectively to support the
delivery of strategic priorities
• Procuring supplies and services effectively to support the
delivery of strategic priorities.

The National Audit Office (NAO) issued its guidance for auditors on value for
money work for 2016/17 in November 2016. The guidance states that for local
government bodies, auditors are required to give a conclusion on whether the
Council has proper arrangements in place.
The guidance identifies one single criterion for auditors to evaluate:
In all significant respects, the audited body takes properly informed decisions and deploys
resources to achieve planned and sustainable outcomes for taxpayers and local people.
This is supported by three sub-criteria as set out opposite:

© 2017 Grant Thornton UK LLP | The Audit Plan for Cannock Chase District Council | 2016/17
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ITEM NO. 8.12

Value for Money (continued)
Risk assessment

We have carried out an initial risk assessment based on the NAO's auditor's guidance note (AGN03). In our initial risk assessment, we considered:
• our cumulative knowledge of the Council, including work performed in previous years in respect of the VfM conclusion and the opinion on the financial statements.
• the findings of other inspectorates and review agencies.
• any illustrative significant risks identified and communicated by the NAO in its Supporting Information.
• any other evidence which we consider necessary to conclude on your arrangements.
We have identified significant risks which we are required to communicate to you. These are set out overleaf.
Reporting

The results of our VfM audit work and the key messages arising will be reported in our Audit Findings Report and in the Annual Audit Letter.
We will include our conclusion in our auditor's report on your financial statements.

© 2017 Grant Thornton UK LLP | The Audit Plan for Cannock Chase District Council | 2016/17
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ITEM NO. 8.13

Value for money (continued)
We set out below the significant risks we have identified as a result of our initial risk assessment and the work we propose to address these risks.

Significant risk

Link to sub-criteria

Work proposed to address

This links to the Council's arrangements for sustainable
resource deployment, to ensure that finances are
planned effectively to support the sustainable delivery of
strategic priorities to maintain statutory functions.

We will review the Council’s arrangements in place for
identifying, agreeing and monitoring its financial recovery
plan and savings plans, as well as the way in which key
findings are communicated to the Governing Body and the
Audit and Governance Committee.

Financial sustainability
The Council is facing some significant financial challenges
over the short to medium term and a great deal of uncertainty
exists in relation to future income and funding streams. As
such the Council instigated a Finance Recovery Plan (FRP)
which was approved by Cabinet on 22 September 2016.
Cabinet approved the FRP but noted the great deal of
uncertainty that existed in relation to the actual level of saving
requirement with the Council facing an ongoing minimum
saving requirement ranging from £1.3 million rising to £2.4
million if the Mill Green Designer Outlet Village does not
progress. The approved FRP is based upon delivering a
minimum of £1.6 million of savings with effect from 1 April,
2019.

In addition this also links to the arrangements that are in
place to make informed decisions, ensuring as an
organisation they are acting in the public interest.

We will also assess the Council’s arrangements for
making informed decisions by reviewing the governance
arrangements that are currently in place.

At month 9, the Council is forecasting an underspend for the
2016/17 year of £662k. Council approved its Medium term
Budget in February 2017 and although a balanced budget has
been set for the period to 2019/20, this forecast assumes the
use of working balances of £508k and £571k in 2017/18 and
2018/19 respectively.

© 2017 Grant Thornton UK LLP | The Audit Plan for Cannock Chase District Council | 2016/17

We will review the Council’s medium term financial plan
and consider whether the assumptions embedded within
the plan are reasonable and achievable.
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ITEM NO. 8.14

Other audit responsibilities
In addition to our responsibilities under the Code of Practice in relation to your financial statements and arrangements for economy, efficiency and effectiveness we
have a number of other audit responsibilities, as follows:
• We will undertake work to satisfy ourselves that the disclosures made in your Annual Governance Statement are in line with CIPFA/SOLACE guidance and
consistent with our knowledge of the Council.
• We will read your Narrative Statement and check that it is consistent with the financial statements on which we give an opinion and that the disclosures included
in it are in line with the requirements of the CIPFA Code of Practice.
• We will carry out work on your consolidation schedules for the Whole of Government Accounts process in accordance with NAO instructions to auditors.
• We consider our other duties under the Act and the Code, as and when required, including:
• We will give electors the opportunity to raise questions about your financial statements and consider and decide upon any objections received in relation to
the financial statements;
• issue of a report in the public interest; and
• making a written recommendation to the Council, copied to the Secretary of State
• We certify completion of our audit.

© 2017 Grant Thornton UK LLP | The Audit Plan for Cannock Chase District Council | 2016/17
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ITEM NO. 8.15

Results of interim audit work
Walkthrough testing

Work performed

Conclusion

We have completed walkthrough tests of the Council's controls
operating in areas where we consider that there is a risk of material
misstatement to the financial statements. (Operating Expenditure,
Property, Plant and Equipment and Employee Remuneration)

In 2016/17 we have identified one control weakness with
regards to the lack of authorisation of bank reconciliations. It
has been established that these reconciliations have been
completed within a timely manner and by an appropriately
experienced individual, however, these have not been signed
and authorised by a more senior member of the finance team.
Our work to date has not identified any further weaknesses in
relation which impact on our audit approach.

Journal entry controls

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 work has not identified any weaknesses which impact on
our audit approach.

Shared service arrangements

We reviewed the internal audit reports on the controls operating at
the Council's shared service providers.

Our work has not identified any weaknesses which impact on
our audit approach.

Early testing of risk cycles

We have undertaken early substantive testing in the following areas:- Finance is a shared service function between Cannock Chase
District Council and Stafford Borough Council. We have
10 months worth of income (fees and charges)
identified an error in our interim work which, due to its nature,
10 months worth of payroll testing
may impact both Local Authorities.
10 months worth of expenditure testing
A £564k Business Levy payment has been made by CCDC to
Staffordshire County Council. This payment was due to be paid
by Stafford Borough Council. This has been paid by the wrong
authority, therefore overstating Cannock's expenditure and
understating Stafford’s expenditure.
We will undertake further work to understand the extent of this
type of error and provide an update in our final report.
Other work performed in relation to payroll and income testing
has not identified any weaknesses which impact on our audit
approach.

© 2017 Grant Thornton UK LLP | The Audit Plan for Cannock Chase District Council | 2016/17
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ITEM NO. 8.16

Results of interim audit work (continued)

Entity level controls

Internal audit

Work performed

Conclusion

We have obtained an understanding of the overall control
environment relevant to the preparation of the financial statements
including:

Our work has identified no material weaknesses which are
likely to adversely impact on the Council's financial statements

•

Communication and enforcement of integrity and ethical values

•

Commitment to competence

•

Participation by those charged with governance

•

Management's philosophy and operating style

•

Organisational structure

•

Assignment of authority and responsibility

•

Human resource policies and practices

We have completed a high level review of internal audit's overall
arrangements. Our work has not identified any issues which we wish
to bring to your attention.
We have also reviewed internal audit's work on the Council's key
financial systems to date. We have not identified any significant
weaknesses impacting on our responsibilities.

© 2017 Grant Thornton UK LLP | The Audit Plan for Cannock Chase District Council | 2016/17
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We have concluded that the internal audit service provides an
independent and satisfactory service to the Council and that
internal audit work contributes to an effective internal control
environment.

Our review of internal audit work has not identified any
weaknesses which impact on our audit approach.

ITEM NO. 8.17

The audit cycle
The audit timeline

Key dates:
Year end:
31/03/2017

Close out:
Jul 2017

Audit committee:
Sept 2017

Sign off:
Jul 2017

Audit phases:
Interim
w/c 30/01/2017

Planning
Dec 2016

Final
w/c 03/07/2017

Completion
Jul 2017

Debrief
Aug 2017

Key elements

Key elements

Key elements

Key elements



Planning meeting with management to
inform audit planning and agree audit
timetable



Document design effectiveness of key
accounting systems and processes



Audit teams onsite to
complete detailed audit testing



Issue draft Audit Findings to
management



Weekly update meetings with
management



Issue audit working paper
requirements to management

Review of key judgements and
estimates





Meeting with management to discuss
Audit Findings



Early substantive audit testing







Review of Value for Money
arrangements

Review of Value for Money
arrangements

Issue draft Audit Findings to Audit
Committee



Audit Findings presentation to Audit
Committee



Discussions with those charged with
governance and internal audit to
inform audit planning



Discuss draft Audit Plan with
management



Finalise approval and signing of
financial statements and audit report



Issue the Audit Plan to management
and Audit Committee



Submission of WGA assurance
statement



Annual Audit Letter

© 2017 Grant Thornton UK LLP | The Audit Plan for Cannock Chase District Council | 2016/17

ITEM NO. 8.18

Audit Fees
Fees

Fees for other services
£

Council audit
Grant Certification (Housing Benefit Subsidy –
indicative fee)

Total audit fees (excluding VAT)

52,109
7,740

Fees for other services detailed on the following page, reflect those agreed at the
time of issuing our Audit Plan. Any changes will be reported in our Audit Findings
Report and Annual Audit Letter.

59,849
What is included within our fees

Our fee assumptions include:
 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

 A reliable and risk-focused audit appropriate for your business
 Feed back on your systems and processes, and identifying potential risks, opportunities
and savings
 Invitations to events hosted by Grant Thornton in your sector, as well as the wider
finance community
 Regular sector updates

 The Council will make available management and accounting staff to
help us locate information and to provide explanations

 Constructive feedback on your people, your processes and your business plan

 The accounts presented for audit are materially accurate, supporting
working papers and evidence agree to the accounts, and all audit
queries are resolved promptly.

 Technical briefings and updates

Grant certification
 Our fees for grant certification cover only housing benefit subsidy
certification, which falls under the remit of Public Sector Audit
Appointments Limited

 Fees in respect of other grant work, such as reasonable assurance
reports, are shown under 'Fees for other services'.
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 Ad-hoc telephone calls and queries
 Internal benchmarking of key controls including IT systems
 Regular contact to discuss strategy and other important areas
 A review of accounting policies for appropriateness and consistency
 Annual technical updates for members of your finance team
 Regular Audit Committee Progress Reports

ITEM NO. 8.19

Independence and non-audit services
Ethical Standards and ISA (UK and Ireland) 260 require us to give you timely disclosure of matters relating to our independence
We 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 we confirm that we are independent and are able to express an objective opinion on the financial
statements.
We confirm that we have implemented policies and procedures to meet the requirements of the Auditing Practices Board's Ethical Standards.
For the purposes of our audit we have made enquiries of all Grant Thornton UK LLP teams providing services to Client Name. The following audit related and non-audit
services were identified for the Council for 2016/17:
Fees for other services
Service
Audit certification – Pooling of Housing Capital Receipts (indicative fee)

Fees £
2,500

The amounts detailed are fees agreed to-date for audit related and non-audit services (to be) undertaken by Grant
Thornton UK LLP (and Grant Thornton International Limited network member Firms) in the current financial year. Full
details of all fees charged for audit and non-audit services by Grant Thornton UK LLP and by Grant Thornton International
Limited network member Firms will be included in our Audit Findings report at the conclusion of the audit.

The above services are consistent with the Council's policy on the allotment of non-audit work to your auditors.
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ITEM NO. 8.20

Communication of audit matters with those charged with governance
International Standard on Auditing (UK and Ireland) (ISA) 260, as well as other ISAs (UK
and Ireland) 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
Plan

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



Audit
Findings

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 issues arising
during the audit and written representations that have been sought

Respective responsibilities

Confirmation of independence and objectivity





As auditor we are responsible for performing the audit in accordance with ISAs (UK and
Ireland), which is directed towards forming and expressing an opinion on the financial
statements that have been prepared by management with the oversight of those charged
with governance.

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





This plan has been prepared in the context of the Statement of Responsibilities of
Auditors and Audited Bodies issued by Public Sector Audit Appointments Limited
(http://www.psaa.co.uk/appointing-auditors/terms-of-appointment/)



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



Our annual work programme is set in accordance with the Code of Audit Practice ('the
Code') issued by the NAO and includes nationally prescribed and locally determined
work (https://www.nao.org.uk/code-audit-practice/about-code/).

Non compliance with laws and regulations



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



The audit of the financial statements does not relieve management or those charged with
governance of their responsibilities.

Uncorrected misstatements



Significant matters arising in connection with related parties



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 at the time of our appointment. As external auditors, we have a broad remit
covering finance and governance matters.

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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Significant matters in relation to going concern





ITEM NO. 8.21

© 2017 Grant Thornton UK LLP. All rights reserved.
'Grant Thornton' means Grant Thornton UK LLP, a limited
liability partnership.

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

grant-thornton.co.uk
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ITEM NO. 9.1

Informing the audit risk assessment
for Cannock Chase District Council
Year ended 31 March 2017
March 2017

Richard Percival
Engagement Lead
T 0121 232 5434
E Richard.d.percival@uk.gt.com

Laura Hinsley
Manager
T 0121 232 5235
E laura.e.hinsley@uk.gt.com

Michael Butler
Audit In-charge
T 0121 232 5250
E Michael.d.butler@uk.gt.com
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ITEM NO. 9.2

Contents
Section

Page

Purpose

3

Fraud

4

Fraud risk assessment

5

Laws and regulations

7

Impact of laws and regulations

8

Going concern

10

Going concern considerations

11

Estimates

13

Estimate considerations

14

Related Parties

19

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 your business 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.
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ITEM NO. 9.3

Purpose

The purpose of this report is to contribute towards the effective two-way communication between auditors and the Council's Audit and Governance Committee, as 'those
charged with governance'. The report covers some important areas of the auditor risk assessment where we are required to make inquiries of the Audit and Governance
Committee under auditing standards.
Background
Under International Standards on Auditing (UK and Ireland) (ISA(UK&I)) auditors have specific responsibilities to communicate with the Audit and Governance
Committee. ISA(UK&I) emphasise the importance of two-way communication between the auditor and the Audit and Governance Committee and also specify matters
that should be communicated.
This two-way communication assists both the auditor and the Audit and Governance Committee in understanding matters relating to the audit and developing a
constructive working relationship. It also enables the auditor to obtain information relevant to the audit from the Audit and Governance Committee and supports the
Audit and Governance Committee in fulfilling its responsibilities in relation to the financial reporting process.
Communication
As part of our risk assessment procedures we are required to obtain an understanding of management processes and the Audit and Governance Committee's oversight of
the following areas:
• fraud
• laws and regulations
• going concern
• accounting estimates
• related party transactions
This report includes a series of questions on each of these areas and the response we have received from the Council's management. The Audit and Governance
Committee should consider whether these responses are consistent with the its understanding and whether there are any further comments it wishes to make.
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ITEM NO. 9.4

Fraud
Issue
Matters in relation to fraud
ISA (UK&I) 240 covers auditors responsibilities relating to fraud in an audit of financial statements.
The primary responsibility to prevent and detect fraud rests with both the Audit and Governance Committee and management. Management, with the oversight of the
Audit and Governance Committee, needs to ensure a strong emphasis on fraud prevention and deterrence and encourage a culture of honest and ethical behaviour. As
part of its oversight, the Audit and Governance Committee should consider the potential for override of controls and inappropriate influence over the financial reporting
process.
As auditor, we are responsible for obtaining reasonable assurance that the financial statements are free from material misstatement due to fraud or error. We are required
to maintain professional scepticism throughout the audit, considering the potential for management override of controls. As part of our audit risk assessment procedures
we are required to consider risks of fraud. This includes considering the arrangements management has put in place with regard to fraud risks including:
• assessment that the financial statements could be materially misstated due to fraud
• process for identifying and responding to risks of fraud, including any identified specific risks
• communication with the Audit and Governance Committee regarding its processes for identifying and responding to risks of fraud
• communication to employees regarding business practices and ethical behaviour.
We need to understand how the Audit and Governance Committee oversees the above processes. We are also required to make inquiries of both management and the
Audit and governance Committee as to their knowledge of any actual, suspected or alleged fraud. These areas have been set out in the fraud risk assessment questions
below together with responses from the Council's management.
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ITEM NO. 9.5

Fraud risk assessment
Question

Management response

Has the Council assessed the risk of material misstatement in the
financial statements due to fraud?
What are the results of this process?

Although there is an on-going risk of fraud being committed against the Council arrangements are in
place to both prevent and detect fraud. The S151 Officer has the overall responsibility for assessing
the risk of material misstatement in the financial statements and is supported by management who
provide the appropriate evidence for this assessment. In addition, work is carried out by Internal
Audit on overall fraud risk areas and specifically on Council Tax, Housing Benefit and Social housing
fraud. All work undertaken by Internal Audit has fraud considerations built into it. The risk of
material misstatement of the accounts due to undetected fraud is low. Investigation into fraud is the
responsibility of the compliance team within Revenues and benefits.

What processes does the Council have in place to identify and
respond to risks of fraud?

The Council has an Anti-Fraud & Corruption Framework which incorporates the fraud response
plan. There is also a Confidential Reporting Framework to allow concerns to be raised from within as
well as by external parties.

Have any specific fraud risks, or areas with a high risk of fraud, been No areas with a high risk of material fraud have been identified. The susceptibility of services to
identified and what has been done to mitigate these risks?
fraud forms part of the Council’s Audit Needs assessment process. This is provided to the Audit and
Governance Committee. Training and awareness sessions are provided periodically.
Are internal controls, including segregation of duties, in place and
Internal controls, including whether segregation of duties exist, are reviewed by Internal Audit as part
operating effectively?
of their routine and investigative work; exceptions are reported to managers and inform the Internal
If not, where are the risk areas and what mitigating actions have been audit opinion.
taken?
Are there any areas where there is a potential for override of controls There is always the potential for an override of controls within systems, however our control
or inappropriate influence over the financial reporting process (for framework has established secondary compensatory controls in place that would identify any such
example because of undue pressure to achieve financial targets)?
override taken place. Financial reporting is produced and balanced from the financial system, and
the reporting hierarchy allows for checks to be performed throughout the process, for example by
the S151 Officer, Senior Management Team and Cabinet.
Are there any areas where there is a potential for misreporting
override of controls or inappropriate influence over the financial
reporting process?
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No, as detailed above, there are compensatory controls in place to flag any overrides of controls.

ITEM NO. 9.6

Fraud risk assessment (continued)
Question

Management response

How does the Audit and Governance Committee exercise oversight
over management's processes for identifying and responding to risks
of fraud?
What arrangements are in place to report fraud issues and risks to
the Audit and governance Committee?

The Internal Audit Risk Based Plan is approved by the Audit and Governance Committee before
commencement each year. Internal Audit complete a robust review of internal controls on a risk
basis and report regularly to Audit and Governance Committee. The Audit and Governance
Committee are informed of the audit opinions and seek management reassurance on the
improvement of controls where the consequences are considered high risk. At each meeting, Audit
and Governance Committee members receive an update on instances of actual, suspected or alleged
fraud investigations that have occurred since the last meeting and their outcomes.

How does the Council communicate and encourage ethical
behaviour of its staff and contractors?

The Council has a staff code of conduct, confidential reporting policy and Financial regulations in
place. All staff are regularly reminded of these. In respect of contractors ethical considerations are
built into all contracts.

How do you encourage staff to report their concerns about fraud?
Have any significant issues been reported?

There is an Anti Fraud and corruption framework and a Confidential reporting framework in place
which explain the procedures to follow. Staff are expected to report suspicious or fraudulent
behaviour. No significant issues have been reported and no issues have been reported under the
bribery act.

Are you aware of any related party relationships or transactions that 2015/16 financial statement disclosure of related party transactions did not identify any potential
could give rise to risks of fraud?
fraud risks. Members and officers are required to make full disclosure of any relationships that
impact on their roles. Members are required to declare any relevant interests at Council and
Committee meetings.
Are you aware of any instances of actual, suspected or alleged,
Fraud within the Council as a whole since 1 April 2014?

There are no material instances of fraud that have been identified during the year. There are some
areas that are inherently at risk from fraud such as:
■ Council Tax
■ Benefit fraud

■ Single person discount
■ Social housing fraud
There is a compliance team within Revenues and Benefits. The council takes part in the National
Fraud Initiative.
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ITEM NO. 9.7

Laws and regulations
Issue
Matters in relation to laws and regulations
ISA (UK&I) 250 requires us to consider the impact of laws and regulations in an audit of the financial statements.
Management, with the oversight of the Audit and Governance Committee, is responsible for ensuring that the Council's operations are conducted in accordance with laws
and regulations including those that determine amounts in the financial statements.
As auditor, we are responsible for obtaining reasonable assurance that the financial statements are free from material misstatement due to fraud or error, taking into
account the appropriate legal and regulatory framework. As part of our risk assessment procedures we are required to make inquiries of management and the Audit and
Governance Committee as to whether the entity is in compliance with laws and regulations. Where we become aware of information of non-compliance or suspected
non-compliance we need to gain an understanding of the non-compliance and the possible effect on the financial statements.
Risk assessment questions have been set out below together with responses from management.
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ITEM NO. 9.8

Impact of laws and regulations
Question

What arrangements does the Council have in place to prevent and detect
non-compliance with laws and regulations?

Management response
The Monitoring Officer, Heads of Service and Management are responsible for ensuring the
Council is compliant with laws and regulations. The Constitution notes that the Monitoring
Officers responsibilities cover:
■ complying with the law of the land (including any relevant Codes of Conduct);
■ complying with any General Guidance issued, from time to time, by the Standards
Committee and / or advice of the Monitoring Officer;
■ making lawful and proportionate decisions; and
■ generally, not taking action that would bring the Council, their offices or professions into
disrepute.
The Monitoring Officer has access to all Council committee reports and raises awareness on
legal requirements at meetings where needed. In addition in terms of any specific legal issues
the Monitoring Officer would get involved at an early stage.
Further information on how the Monitoring Officer carries out these responsibilities are
detailed in the Constitution.
The S151 officer is responsible for preparing the accounting statements in accordance with
relevant legal and regulatory requirements.
Work undertaken by Internal Audit ensures compliance with the relevant laws and
regulations.

How does management gain assurance that all relevant laws and regulations
have been complied with?

The Council has a Monitoring Officer and S151 Officer who provide assurance that all
relevant laws and regulations have been complied with. Also all Cabinet reports have a
standard section detailing any legislative issues.
The work of Internal Audit also provides a source of assurance . Any non compliance is
reported to management via Internal Audit reports and appropriate plans are put in place to
remedy such issues.
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ITEM NO. 9.9

Impact of laws and regulations (continued)
Question
How is the Audit and Governance Committee provided with assurance that
all relevant laws and regulations have been complied with?

Management response
All committee papers (with the exception of the Audit and Governance Committee) are
required to include an assessment of potential legal implications.
Assurance is also provided through the Internal Audit Annual Report and opinion and the
Annual Governance Statement.

Have there been any instances of non-compliance or suspected nonNone.
compliance with law and regulation since 1 April 2014, or earlier with an ongoing impact on the 2014/15 financial statements?
What arrangements does the Council have in place to identify, evaluate and
account for litigation or claims?

The Monitoring Officer and the Section 151 Officer identify and evaluate the impact of
litigation and claims which are then recorded as expenditure, as a provision or disclosed as a
contingent liability in the accounts. This impact is mitigated in some cases by appropriate
insurance cover.

Is there any actual or potential litigation or claims that would affect the
financial statements?

None.

Have there been any reports from other regulatory bodies, such as HM
Revenues and Customs which indicate non-compliance?

None.
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ITEM NO. 9.10

Going concern
Issue
Matters in relation to going concern
ISA (UK&I) 570 covers auditor responsibilities in the audit of financial statements relating to management's use of the going concern assumption in the financial
statements.
The going concern assumption is a fundamental principle in the preparation of financial statements. Under this assumption entities are viewed as continuing in business
for the foreseeable future. Assets and liabilities are recorded on the basis that the entity will be able to realise its assets and discharge its liabilities in the normal course of
business.
The code of practice on local authority accounting requires an authority’s financial statements to be prepared on a going concern basis. Although the Council is not
subject to the same future trading uncertainties as private sector entities, consideration of the key features of the going concern provides an indication of the Council's
financial resilience.
As auditor, we are responsible for considering the appropriateness of use of the going concern assumption in preparing the financial statements and to consider whether
there are material uncertainties about the Council's ability to continue as a going concern that need to be disclosed in the financial statements. We discuss the going
concern assumption with management and review the Council's financial and operating performance.
Going concern considerations have been set out below and management has provided its response.
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ITEM NO. 9.11

Going concern considerations
Question

Management response

Does the Council have procedures in place to assess the Council's
ability to continue as a going concern?

The Financial Strategy considers the financial position of the authority over the short, medium and
long term and is designed to ensure that the Council continues as a going concern. Internal Audit's
work plan provides an on-going review of key elements of the Strategy to ensure its delivery or to
highlight at an early stage any unforeseen risks.

Is management aware of the existence of other events or conditions
that may cast doubt on the Council's ability to continue as a going
concern?

The Council has addressed the risk arising from the closure of Rugeley Power Station and the
impact on the Councils finances through a comprehensive Financial Recovery Plan which has now
been included within the budgets set going forwards.

Are arrangements in place to report the going concern assessment to
the Audit and Governance Committee?

The Audit and Governance Committee consider a number of reports which provide them with
assurance that the Council continues as a going concern. These include the Statement of
Accounts, Revenue and Capital outturn reports including analysis of reserves held, and Treasury
management Strategies. They also receive reports stating that all controls and risks have been
managed appropriately and as Members will have access to all reports produced across the
Council.

Are the financial assumptions (eg future levels of income and
expenditure) consistent with the Council's Business Plan and the
financial information provided to the Council throughout the year?

The Financial Plan has been prepared by appropriately qualified and experienced staff in
consultation with service managers. The scrutiny committee also reviews financial plans before
approval. The financial assumptions are therefore consistent with the Councils service plan.
Reports in year are consistent with the budget set.
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ITEM NO. 9.12

Going concern considerations (continued)
Question

Management response

Are the implications of statutory or policy changes appropriately reflected in The financial plan explicitly considered the government changes in terms of grant settlement
the Business Plan, financial forecasts and report on going concern?
and the financial settlement. The plan is updated to reflect the financial settlement.
Have there been any significant issues raised with the Audit and Governance Although assumptions are regularly challenged by the Audit and Governance Committee, no
Committee during the year which could cast doubts on the
such issues have been raised.
assumptions made? (Examples include adverse comments raised by internal
and external audit regarding financial performance or significant weaknesses
in systems of financial control).
Does a review of available financial information identify any adverse financial Financial monitoring has not identified any such adverse financial indicators.
indicators including negative cash flow?
If so, what action is being taken to improve financial performance?

Does the Council have sufficient staff in post, with the appropriate skills and The Council has the relevant expertise to deliver the Council’s strategy and objectives.
experience, particularly at senior manager level, to ensure the delivery of the
Council’s objectives?
If not, what action is being taken to obtain those skills?
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ITEM NO. 9.13

Estimates
Issue
Matters in relation to accounting estimates
ISA (UK&I) 540 covers auditor responsibilities relating to estimates in an audit of financial statements.
Local authorities use estimates in the preparation of their financial statements. We need to obtain an understanding of:
• how management identifies the transactions, events and conditions that give rise to the need for an accounting estimate.
• how management actually make the estimates, including the control procedures in place to minimise the risk of misstatement.
We need to be aware of all estimates that the Council use as part of their accounts preparation. These are set out overleaf.
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ITEM NO. 9.14

Estimate considerations
Underlying assumptions
Estimate
Property plant &
equipment
valuations

Estimated
remaining useful
lives of PPE

Method

Controls used to identify
estimates

Use of an
expert

- Assessment of degree of uncertainty
- Consideration of alternative estimates

Change in
accounting
method in
year?

Valuations are made by the Accounting standards require In – house and
in-house valuer for Council formal revaluations sufficiently external Valuer
dwellings and an external
regular to ensure the carrying
valuer (Lambert Smith
amount does not differ
Hampton) for all other assets.materially from fair value at the
Valuations are in line with year end. In addition valuations
RICS guidance on the basis must be carried out
of 5 year rolling valuations simultaneously for each class
based on classes of asset with of asset.
an interim desk top review to
compare the carrying values
and fair values.

Valuations are made in line with guidance- reliance No
on an expert.

The following asset
Consistent asset lives applied Use both incategories have general asset to each asset category
house and
lives:
external Valuer
■ Dwelling and other
buildings 15 to 70 years
■ Equipment/vehicles 5
years
■ Infrastructure 25 years
These are based on
information from the valuer.

The method makes some generalisations. For
No
example, a new building can have a life as short as 15
years or as long as 70 years depending on the
construction materials used. This life would be
recorded in accordance with the local qualified RICS
or CIB Member. The valuer is appropriately
qualified.
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Valuations now undertaken for each class of asset
simultaneously.

ITEM NO. 9.15

Estimate considerations (continued)
Underlying assumptions
Estimate

Method

Controls used to identify
estimates

Use of an
expert

- Assessment of degree of uncertainty
- Consideration of alternative estimates

Depreciation &
amortisation

Depreciation is provided for Consistent application of
No
on all fixed assets with a finite depreciation method across all
useful life on a straight-line assets
basis.
Asset lives and values are
obtained from the valuer.

Impairments

Assets are assessed at each Assets are assessed at each
Use the Internal Valuations are made in-line with RICS guidance year-end as to whether there year-end as to whether there is and external
reliance on expert.
is any indication that an asset any indication that an asset
Valuer
may be impaired. Where
may be impaired.
indications exist and any
possible differences are
estimated to be material, the
recoverable amount of the
asset is estimated and, where
this is less than the carrying
amount of the asset, an
impairment loss is recognised
for the shortfall.
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Change in
accounting
method in
year?

The length of the life is determined at the point of No
acquisition or revaluation according to:
■Depreciation is not applied in the year of addition
■Assets that are not fully constructed are not
depreciated until they are brought into use.

No

ITEM NO. 9.16

Estimate considerations (continued)
Underlying assumptions
Estimate
Pensions –
Defined
benefit
pension
amounts and
disclosures.

Bad debt
provision

Method

Controls used to
identify estimates

The Council is an admitted body Rely on the calculations
to the Local Government Pension made by the actuary,
scheme.
based on information
provided by the Authority.
The Actuary's report is
reviewed for
reasonableness by senior
staff.
A provision is estimated using a Members of the Finance
proportion basis of an aged debt team calculate the
listing
provision from the aged
debt listing based on prior
experience.

Use of an
expert

- Consideration of alternative estimates

Yes Actuary for
the pension
schemes

Reliance on the expertise of the actuaries of the
pension scheme

No

Consistent proportion used across aged debt as per No
the Code. This is based on type of debt and historic
payment pattern.

Measurement of
Council values financial
Take advice from finance Yes Sector
financial instruments instruments at fair value based on professionals
the advice of their internal
treasury consultants and other
finance professionals.
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- Assessment of degree of uncertainty

Change in
accounting
method in
year?

Take advice from finance professionals, if required.

No

No

ITEM NO. 9.17

Estimate considerations (continued)
Underlying assumptions
Estimate

Method

Controls used to
identify estimates

Use of an
expert

Accruals

Finance team collate accruals of
Purchase ledger and
Expenditure and Income from
management accounts
purchase ledger and budget
information assessed by
information. Activity is accounted Finance team.
for in the financial year that it takes
place, not when money is paid or
received

Provisions for
liabilities.

Provisions are made where an
Calculations by Head of No
event has taken place that gives the Finance based on
Trust a legal or constructive
information from third
obligation that probably requires parties e.g. insurers and
settlement by a transfer of
solicitors.
economic benefits or service
potential, and a reliable estimate
can be made.
Provisions are charged as an
expense to the appropriate service
line in the CIES in the year that the
Council becomes aware of the
obligation, and are measured at the
best estimate at the balance sheet
date of the expenditure required to
settle the obligation, taking into
account relevant risks and
uncertainties.
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No

- Assessment of degree of uncertainty
- Consideration of alternative estimates
Accruals for income and expenditure have been
principally based on known values. Where accruals
have had to be estimated the latest available
information has been used.

Change in
accounting
method in
year?
No

Estimated settlements are reviewed at the end of each No
financial year. Where it becomes less than probable
that a transfer of economic benefits will now be
required (or a lower settlement than anticipated is
made), the provision is reversed and credited back to
the relevant service. Where some or all of the
payment required to settle a provision is expected to
be recovered from another party (e.g. from an
insurance claim), this is only recognised as income for
the service if it is virtually certain that reimbursement
will be received by the Council.

ITEM NO. 9.18

Estimate considerations (continued)
Underlying assumptions

Estimate

Method

Controls used to
identify estimates

Use of an
expert

Non adjusting
S 151 Officer makes the
Heads of service notify This would be
events - events after assessment. If the event is
S151 Officer.
considered on
the BS date
indicative of conditions that arose
individual
after the balance sheet date then
circumstances.
this is an un adjusting event. For
these events only a note to the
accounts is included, identifying the
nature of the event and where
possible estimates of the financial
effect.
Finance leases
Fixed assets recognised under
Finance review contracts No
finance leases are accounted for
and payments to ensure
using the policies applied generally the lease is categorised
to Tangible Fixed Assets, subject to correctly as a finance lease
depreciation being charged over the or an operating lease
lease term if this is shorter than the
asset’s estimated useful life.

© 2017 Grant Thornton UK LLP | CCDC Informing the risk assessment | March 2017

- Assessment of degree of uncertainty

- Consideration of alternative estimates
This would be considered on individual
circumstances

Change in
accounting
method in
year?
No

Property, Plant and Equipment recognised under
No
finance leases are accounted for using the policies
applied generally to such assets, subject to
depreciation being charged over the lease term if this
is shorter than the asset’s estimated useful life (where
ownership of the asset does not transfer to the
Council at the end of the lease period).

ITEM NO. 9.19

Related parties
Issue
Matters in relation to related parties
ISA (UK&I) 550 covers auditor responsibilities relating to related party transactions.
Many related party transactions are in the normal course of business and may not carry a higher risk of material misstatement. However in some circumstances the nature
of the relationships and transaction may give rise to higher risks.
For local government bodies, the Code of Practice on Local Authority Accounting in the United Kingdom (the Code) requires compliance with IAS 24: related party
disclosures. The Code identifies the following as related parties to local government bodies:
• entities that directly, or indirectly through one or more intermediaries, control, or are controlled by the Council (i.e. subsidiaries)
• associates
• joint ventures in which the Council is a venturer
• an entity that has an interest in the Council that gives it significant influence over the Council
• key officers, and close members of the family of key officers
• post-employment benefit plan (pension fund) for the benefit of employees of the Council, or of any entity that is a related party of the Council.
The Code notes that, in considering materiality, regard should be had to the definition of materiality, which requires materiality to be judged from the viewpoint of both
the Council and the related party.
ISA (UK&I) 550 requires us to review your procedures for identifying related party transactions and obtain an understanding of the controls that you have established to
identify such transactions. We will also carry out testing to ensure the related party transaction disclosures you make in the financial statements are complete and accurate.
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ITEM NO. 9.20

Related party considerations
Question
Who are the Council's related parties?

Management response
The Council has a significant number of related parties in which there is a material impact to the financial
statements via virtue of - whether the Council might have the potential either to be controlled or influenced by
the party or the potential to exert control or influence over the party (as defined by guidance in the Code). The
areas where these are disclosed within the Council's financial statements are:
(1)Government - central government grants has control influence over the Council as the Council needs to act
in accordance with its statutory responsibilities.
(2)Staffordshire County Pension Fund - this party is subject to common control by central government.
(3)Precepts & Levies - these parties are subject to common control by central government and thus might be
empowered to transact on non-commercial terms. The Council is bound to pay the amount demanded from
these parties through precept or levy.
(4) Members and Officers - Certain Members and Officers may have controlling influence or related interests
with other of the Council's related party organisations; such that they may be in a position to significantly
influence the policies of the Council.

What are the controls in place to identify, account for, and A number of arrangements are in place for identifying the nature of a related party and reported value
disclose, related party transactions and relationships?
including:
■ Maintenance of a Register of interests for Members, a register for pecuniary interests in contracts for
Officers and Senior Managers requiring disclosure of related party transactions.
■ Annual return from senior managers/officers requiring confirmation that read and understood the
declaration requirements and stating details of any known related party interests.
■ Review of in-year income and expenditure transactions with known identified related parties from prior year
or known history.
■ Review of the accounts payable system and identification of amounts paid to assisted or voluntary
organisations.
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ITEM NO. 9.21
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