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                                                                                                                             Search for ‘Cannock Chase Life’    @CannockChaseDC 

Please ask for: 
 

Mr M. Berry Your Ref:  

Extension No: 
 

4589 My Ref:  

E-Mail: mattberry@cannockchasedc.gov.uk  
 
20 June, 2016 
 

 

Dear Councillor, 
 
AUDIT & GOVERNANCE COMMITTEE 
4:00PM, TUESDAY 28 JUNE 2016 
ESPERANCE ROOM, CIVIC CENTRE, CANNOCK 
 
 
A TRAINING SESSION FOR MEMBERS OF THE COMMITTEE WILL COMMENCE 

AT 2PM, PRIOR TO THE FORMAL MEETING AT 4PM 
 
 

You are invited to attend this meeting for consideration of the matters itemised in the 
following Agenda. 

 
Yours sincerely, 

 
 

 
T. McGovern 
Managing Director 

 
 
 
 
To: Councillors 
 

Witton, P.T. (Chairman) 
Cartwright, Mrs. S.M. (Vice-Chairman) 

 
Bowater, J. 
Grice, Mrs. D. 
Hardman, W.M.A. 

Johnson, J.P. 
Woodhead, P.E. 

 



 

   

A G E N D A 
 

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 31 March, 2016 (enclosed). 

  
4. Internal Audit Annual Audit Report 2015-16 

 
Report of the Chief Internal Auditor (Item 4.1 – 4.22). 

  
5. Review of the Effectiveness of Internal Audit and Internal Audit Charter 

 
Report of the Chief Internal Auditor (Item 5.1 – 5.30). 

  
6. Strategic Risk Register 

 
Report of the Head of Governance (Item 6.1 – 6.16). 

  
7. Annual Governance Statement 2015-16 

 
Report of the Head of Governance (Item 7.1 – 7.23). 

  
8. Annual Treasury Management Report 2015-16 

 
Report of the Head of Finance (Item 8.1 – 8.8). 

  
9. Progress and Update Report for Cannock Chase District Council 2015/16 

 
Report of the External Auditors (Item 9.1 – 9.12). 

  
10. Cannock Chase District Council Audit Fee Letter 2016/17 

 
Letter of the External Auditors (Item 10.1 – 10.4). 
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CANNOCK CHASE COUNCIL 
 

MINUTES OF THE MEETING OF THE 
 

AUDIT AND GOVERNANCE COMMITTEE 
 

HELD ON THURSDAY 31 MARCH 2016 AT 4.00 P.M. 
 

IN THE CIVIC CENTRE, BEECROFT ROAD, CANNOCK 
 

PART 1 
 

PRESENT:   
Councillors 

  

Witton, P.T. (Chairman) 
Pearson, A. (Vice-Chairman) 

 
Bowater, J. 
Freeman, Miss M.A. 

Johnson, J.P. 
Stretton, Mrs. P.Z. 

  
Also Present:         James Cook, Engagement Lead – Grant Thornton (External Auditors) 
 

25. Apologies 
 
Apologies for absence were received from Councillor B. Hardman. 

  
26. 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. 

  
27. Minutes 

 
RESOLVED: 
 
That the Minutes of the meeting held on 24 November, 2015, be approved as a 
correct record and signed. 

  
28. Quarter 3 2015-16 Internal Audit Report 

 
Consideration was given to the Report of the Chief Internal Auditor (Item 4.1 – 
4.9 of the Official Minutes of the Council). 
 
In respect of the Value Added Tax (VAT) audit, a Member sought clarification 
on what affected the Council’s level of Exempt Input Supply VAT and how it 
was monitored.  The Chief Internal Auditor replied that a number of services 
were exempt from charging VAT, such as; legal fees, leases, allotment rents 
etc., whilst others were outside the scope of VAT (mainly the statutory 
services).  Due to special rules in place the Council was able to recover the 
VAT on the costs associated with exempt supply services provided that the 
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amount was no greater than 5% of the total VAT reclaimed.  If the exempt 
supply was over 5% then none of the VAT could be reclaimed from the costs 
associated with exempt supply services.  Monitoring the level was difficult, but 
critical to do as changes in service provision in the future could affect the 
balance and lead to higher costs of services due to the reduction in the level of 
VAT reclaimed. 
 
In respect of the Housing Property Services audit, a Member queried what 
matters were still outstanding on the final sign-off of the 2011-12 External 
Envelope Works contract.  The Chief Internal Auditor replied that it related to 
clarifying who was responsible for payment of pensions liabilities for contractor 
staff. 
 
RESOLVED: 
 
That: 
 
(A) The contents of the Internal Audit Report for quarter 3 of 2015-16 be 

noted. 
 

(B) The revision to the Audit Plan as set out in Appendix 5 to the Internal 
Audit report be approved. 

  
29. Internal Audit Plan 2016-17 

 
Consideration was given to the Report of the Chief Internal Auditor (Item 5.1 – 
5.18 of the Official Minutes of the Council). 
 
RESOLVED: 
 
That the Internal Audit Plan for 2016-17 be approved. 

  
30. Risk Management Policy & Strategy 

 
Consideration was given to the Report of the Head of Governance (Item 6.1 – 
6.17 of the Official Minutes of the Council) (presented by the Risk & Resilience 
Manager). 
 
RESOLVED: 
 
That Cabinet, at its meeting to be held on 21 April, 2016, be recommended to 
approve the Risk Management Policy (Annex 1 of the report) and Risk 
Management Strategy (Annex 2 of the report). 
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31. Cannock Chase District Council Certification Letter 2014-15 
 
Consideration was given to the Letter of the External Auditors (Item 7.1 – 7.3 of 
the Official Minutes of the Council). 
 
RESOLVED: 
 
That the Letter of the External Auditors be noted. 

  
32. Cannock Chase District Council Audit Plan 2015-16 

 
Consideration was given to the Report of the External Auditors (Item 8.1 – 8.20 
of the Official Minutes of the Council). 
 
A Member queried whether the owners of Rugeley Power Station would still be 
liable to pay business rates to the Council after its closure if staff were still 
employed there to support the decommissioning process.  The External Auditor 
replied that the owners could appeal to the District Valuer to receive a 
reduction in business rates payable, but it was in the Council’s interest to 
continue to receive as much income as possible so as to reduce the projected 
funding shortfall. 
 
RESOLVED: 
 
That the Report of the External Auditors be noted. 

  
33. Informing the Audit Risk Assessment for Cannock Chase District Council 

 
Consideration was given to the Report of the External Auditors (Item 9.1 – 9.21 
of the Official Minutes of the Council). 
 
In respect of fraud risk assessment, a Member queried if the Council had 
enough checks in place to monitor those persons eligible for single person 
council tax discount.  The Chief Internal Auditor replied that checks were 
undertaken using a number of sources including; data held within the 
Revenues and Benefits team, entries on the Council’s electoral register and 
information collated by the County Council’s Registrar Service. 
 
RESOLVED: 
 
That the Report of the External Auditors be noted. 

  
  
 The meeting closed at 4:55pm. 
  
  
  
 CHAIRMAN 
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Report of: Chief Internal 
Auditor 

Contact Officer: Stephen Baddeley 
Telephone No: 4415 
Report Track:  Audit & 

Governance only 

 

AUDIT & GOVERNANCE COMMITTEE 

28 JUNE 2016 

INTERNAL AUDIT ANNUAL AUDIT REPORT 2015-16 

 

1 Purpose of Report 

 
1.1 To present the Internal Audit Annual Report for 2015-16. 

 

2 Recommendations 

 
1.2 That the Committee note the Internal Audit Annual Report for 2015-16. 
 

3 Key Issues and Reasons for Recommendation 

 
3.1 Based on the work undertaken during the year and the implementation by 

management of the audit recommendations, Internal Audit can provide 
reasonable assurance that the Council’s governance arrangements including 
systems of internal control were operating adequately. 
 

4 Relationship to Corporate Priorities 

 
4.1 The system of internal control is a key element of the Council’s corporate 

governance arrangements which cuts across all corporate priorities. 
 

5 Report Detail  

 
5.1 Management are responsible for the control environment and should set in place 

policies and procedures to help ensure that the system is functioning correctly. 
Internal Audit review, appraise and report on the effectiveness of the system of 
internal control. 

 
5.2 The Internal Audit Annual Report (attached as Annex 1) is the culmination of the 

work of the Section during the course of the year and seeks to:- 
 

• provide an opinion on the adequacy of the control environment; 
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• comment on the nature and extent of significant risks; and 

• report the incidence of significant control failings or weaknesses. 
 
5.3 The report is a snapshot view of the areas at the time that they were reviewed 

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

 
5.4 The Internal Audit Annual Report is one of the sources of assurance that is used 

to support the Council’s Annual Governance Statement 
 

6 Implications 

6.1 Financial  

 None 

6.2 Legal  

 None 

6.3 Human Resources 

 None 

6.4 Section 17 (Crime Prevention) 

 None 

6.5 Human Rights Act 

 None 

6.6 Data Protection 

 None 

6.7 Risk Management  

 None 

6.8 Equality & Diversity 

 None 

6.9 Best Value 

 None 
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7 Appendices to the Report 

 
Appendix 1 - Summary of Significant Findings Quarter 4 Audits 
Appendix 2 - Internal Audit Annual Report for 2015-16. 
 

Previous Consideration 

  
 

 

Background Papers 

Files held by the Chief Internal Auditor 
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Appendix 1 
Summary of Significant Findings for Audits Issued in Quarter 4 

 
A summary of the findings is provided in the quarterly reports for any audits not given Substantial Assurance. As there is no Quarter 4 
progress report for consistency a summary of the Quarter 4 audits is included below. 
 

Audit 
Service Lead 

Officer 
Number of 

Recommendations 
Assurance Comments & Key Issues 

Land Charges 
Economic 

Development 
3 

Partial 

 

• The annual calculation of fees has not been completed recently. 

• Information that is required to be publically available has not been 
published. 

• There is no management/supervisory check of searches prior to 
issue. This risk has been accepted by Management due to the 
small size of the team.  

Asset Management 
Economic 

Development 
7 

Partial 

 

• The current approach to Asset Management is predominantly  
reactive 

• An appropriate asset management plan has not been developed to 
support the effective delivery of corporate objectives and 
operational needs. 

• It is recognised that a lack of resources has impacted significantly 
on the delivery of key actions required for the development of the 
Asset Management plan. 

• Options to address the current situation are being explored. Asset 
Management will be reviewed by Internal Audit again as part of the 
2016-17 Plan. 
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Audit 
Service Lead 

Officer 
Number of 

Recommendations 
Assurance Comments & Key Issues 

Information 
Management 

Environmental 
Health 

9 
Partial 

 

• There is a limited framework in place in relation to Information 
Management which means that the Council is not able to obtain 
appropriate assurance that all risks are effectively managed in this 
area.  

• The Council has not appointed a Senior Officer to act as Senior 
Information Risk Owner (SIRO) to oversee the council’s approach 
to Information Governance. 

• The current Data Protection Policy requires updating and plans 
need to be established to implement the requirements of the new 
“General Data Protection Regulations” which will shortly be in 
force.  

• There is limited training and awareness by managers of their roles 
and responsbilities in rleation to Information Governance.  

• Privacy Impact Assessments and Fair Processing Notices have 
not been established for all Council systems which process 
personal data.  

Housing Benefits 
Financial 

Management 
4 

Partial 

 

• The level of overpayments is growing at a faster rate than the 
Council can recover. This is due to a number of factors which have 
been outlined in a report to the Head of Financial Management 
with options to address.  

• The impact of “Real Time Information” from the DWP need to be 
monitored to highlight spikes in overpayments as soon as they can 
be identified and where trends can be identified in the types of 
changes being notified so that resources can be targeted to pick 
these things up earlier such as regular review of higher risk claims. 

• Closer management of the Overpayments function is needed 
including moving resources to support the team at times of high 
demand, greater use of external recovery methods etc to ensure 
overpayments can be quickly recovered 
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Audit 
Service Lead 

Officer 
Number of 

Recommendations 
Assurance Comments & Key Issues 

Risk Management Governance 2 
Partial 

 

• There is a need for training to be issued on the revised Risk 
Management Policy & Strategy to ensure managers are aware of 
their role & responsibilities. 

• The current arrangements focus on strategic risks due to limited 
resources; this affects the level of assurance that Risk 
Management function can.  

New Social Housing 
Build 

Housing & 
Waste 

Management 
5 

Partial 

 

• There was no approval for the mechanism by which valuations 
were calculated.  

• Improvements in the project management arrangements to follow 
a more formal methodology would benefit future projects.  

• There was no notification/reporting of slippage from the agreed 
timetable. 

• There are no plans for Post Implementation Reviews to be carried 
out to identify best practice/learning to improve the delivery of 
future projects.  

Housing IT Project - 
Post Implementation 
Review 

Housing & 
Waste 

Management / 
Technology� 

4 
Partial 

 

• There has been no formal post-implementation review by the 
project team to determine what went well and what learning can be 
taken forward to future projects of this type. 

• There was a lack of clarity over the formal approval by Members 
for the project and the changes to its funding. 

• It was noted that limited reporting to Members and Leadership 
Team took place despite the impact of the delivery of this project 
affecting many sections, several revisions to the timescale were 
required  and also the ability for IT to support other projects during 
the implementation was limited.  

National Non-
Domestic Rates 

Financial 
Management 

1 
Partial 

 

• The use of inhibit codes is not always monitored to ensure that 
they are used appropriately.  
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Audit 
Service Lead 

Officer 
Number of 

Recommendations 
Assurance Comments & Key Issues 

Council Tax 
Financial 

Management 
 

Substantial 

 

 

Housing Rents 
Housing & 

Waste 
Management 

 
Substantial 

 

  

Re-evaluation, 
Regrade & Honoraria 

Human 
Resources� 

 
Substantial 

 

 

Managing Absence 
Human 

Resources 
 

Substantial 

 

 

Payroll 
Human 

Resources� 
 

Substantial 

 

 

Building Control & 
Inspection 

Economic 
Development 

 
Substantial 

 

 

�Services led by Stafford Borough Council as part of Shared Services 
 



Cannock Chase 

District Council 

Internal Audit 

Annual Report 

2015-16 
 

June 2016 
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CONTENTS 
 

Section  Page 

1 Introduction 2 

2 Review of Control Environment 3 

3 Significant Issues Arising 2015-16 4 

4 Audit Performance 6 

5 Fraud & Irregularity Work 7 

6 Review of the Effectiveness of Internal 
Audit 

8 

   

   

Appendix    

 Audits Planned and Completed in 2015-16 
by Classification:- 

 

1a Limited 10 

1b Partial 11 

1c Substantial 12 

2 Follow-Ups 13 
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1. INTRODUCTION 
 
1.1 The Internal Audit Service is a shared service with Stafford Borough Council. 

This report highlights the work carried out by Internal Audit to deliver the 
Annual Audit Opinion for Cannock Chase District Council. 
 
The Annual Reporting Process 

 
1.2 Internal Audit is an assurance function that primarily provides an independent 

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

 
1.3 This report is the culmination of the work of the Internal Audit Section during 

the course of the year and seeks to: 
 

• provide an opinion on the adequacy of the control environment; 

• comment on the nature and extent of significant risks; and 

• report the incidence of significant control failings or weaknesses. 
 
1.4 It provides a summary of the work of the Section throughout 2015-16. As such 

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

 
1.5 Internal Audit has adopted an exception based reporting methodology, as 

such only those areas where weaknesses have been identified are reported 
on.  
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Requirement for Internal Audit 

 
1.6 The requirement for an Internal Audit function derives from local government 

legislation, including section 151 of the Local Government Act 1972 which 
requires authorities to “make arrangements for the proper administration of 
their financial affairs”.  Proper administration is interpreted in this legislation to 
include Internal Audit. More specific requirements are detailed in the Accounts 
and Audit Regulations 2015, in that a relevant body must “undertake an 
effective internal audit to evaluate the effectiveness of its risk management, 
control and governance processes, taking into account public sector internal 
audit standards or guidance”. 
 
 

2. REVIEW OF CONTROL ENVIRONMENT 
 

How the Control Environment is Reviewed 
 
2.1 Internal Audit operates to a risk based audit plan. The audit plan is risk 

assessed each year to ensure that suitable audit time and resources are 
devoted to reviewing the more significant areas of risk.  

2.2 This risk based approach to audit planning results in a comprehensive range 
of audits being undertaken during the course of the year to support the overall 
opinion on the control environment. 

 
Internal Audit Opinion for 2015-16 and the Annual Governance Statement 
(AGS) 
 

2.3 Regulation 3 of the Accounts & Audit Regulations 2015 require that the 
Council:- 

 
“must ensure that it has a sound system of internal control 
which— 

(a) facilitates the effective exercise of its functions and the 
achievement of its aims and objectives; 

(b) ensures that the financial and operational management of 
the authority is effective; and 

(c) includes effective arrangements for the management of risk. 
 

2.4 In addition regulation 6 of the Accounts and Audit Regulations 2015 requires 
that the Council:- 

“must, each financial year— 
(a) conduct a review of the effectiveness of the system of 

internal control required by regulation 3; and 
(b) prepare an annual governance statement;” 
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2.5 Internal Audit, along with other assurance processes of the Council, have a 
responsibility to provide assurance from the work they undertake during the 
year in respect of the control environment operating within the Council to feed 
into this review.  

 

2.6 Based on the work undertaken during the year and the implementation by 
management of the audit recommendations, Internal Audit can provide 
reasonable assurance that the Council’s governance arrangements 
including risk management and systems of internal control were operating 
adequately and there were no instances where any breakdown of control 
resulted in a material discrepancy.   

 

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

 
2.8  Whilst no material discrepancies have been identified, instances of control 

weaknesses and gaps in management controls have been found.  If these are 
not addressed they could result in significant failings in the Council’s 
governance arrangements.  More details are given in 3.7 - 3.8 below. 

 

 
3. SIGNIFICANT ISSUES ARISING 2015-16 
 
3.1 Each system/area audited is given a level of assurance based on the 

presence and effectiveness of the controls in place. Three levels of assurance 
are currently used and the definitions for each are contained in appendices 1a 
to 1c. 
 

3.2 A summary of the level of assurance given to each audit is given in the table 
below.  

 

 Assurance 

 Substantial Partial Limited 

Number of Audits 8 17 0 

 
3.3 No audits have been classified as Limited Assurance in the year. 

 
3.4 17 areas have been classified as Partial Assurance. Action is planned or in 

progress in relation to the areas which have been classified as Partial. Details 
of these audits can be found in Appendix 1b.  
 

3.5 A list of the 8 audits classified as Substantial Assurance can be found in 
Appendix 1c 
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3.6 The quarterly Internal Audit reports provide a commentary on audits classified 
as Partial or Limited Assurance. An annex accompanying this report contains 
the commentary for the audits issued in Quarter 4 which have not featured in 
one of the quarterly reports.  

 
3.7 The Internal Audit Section did not identify any significant weaknesses in 

relation to any of the Council’s key financial systems and core governance 
processes which were examined in 2015-16. However it was identified that 
due to limitations in resources and narrowing of focus some of the Council’s 
main assurance functions are not operating as effectively as they could do in 
providing assurance to management about the front-line service delivery 
functions.  
  

3.8 Recurring themes were identified across the year by Internal Audit. The most 
common of these related to minor compliance issues in low risk systems or 
where other compensating controls exist. We have also continued to see 
signs of supervisory/management controls not being applied regularly or at all. 
Internal Audit are looking to roll-out work to develop an Assurance Framework 
for the key processes at the Council which will hopefully help to address the 
weaknesses appearing in these areas. This is currently being trialled with the 
Technology Service. 

 
3.9 In addition to the main audit work the section also followed-up the progress 

made in relation to Audit Recommendations where the audit was not issued 
with a Substantial opinion. This usually occurs around 6 months after the 
report has been finalised.  
 

3.10 In 2015-16 after the follow-up had been completed 
 

• Five areas improved from Partial to Substantial 

• One area remained as Partial at the time of the follow-up due to insufficient 
progress;  

 
In total 38 recommendations were followed-up in relation to Cannock Chase 
DC work of which 31 or 82% had been implemented or were in progress at the 
time of the follow-up. This is an improvement from the previous year when 
79% of recommendations had been implemented.  
 

3.11 Only two of the audits followed up had outstanding recommendations at the 
year end. One of these was the Members Allowances Audit which had two 
recommendations outstanding. Management has stated that they will accept 
the risks of not implementing these as the Independent Remuneration Panel 
had reviewed the areas and were content with the current arrangements.  The 
second was in relation to the Use of Procurement Cards where Management 
had accepted the risks of not implementing the changes until the new banking 
contract was in place, which was due to go live on 1st April 2016.  
 

3.12 More details on the follow-ups can be found in Appendix 2. 
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4 AUDIT PERFORMANCE 
 
4.1 The table below indicates the Section’s performance against the audit plan for 

2015-16. 
 

 2015-16 2014-15 

 Planned Actual Actual % Target % Actual 

Original Plan 28 25   89% 90% 80% 

Revised Plan 25 25 100% 90% 93% 

 
4.2 Twenty five audits were completed in the year out of the twenty eight planned 

for in the original 2015-16 Audit Plan. The number of audits completed 
includes one audit which was part of the 2014-15 Internal Audit plan but which 
was not completed until 2015-16.  
 

4.3 The team had insufficient resources to complete the audits due to: 

• A period of maternity leave; 

• a number of audits taking longer than anticipated to review; and 

• an increase in non-productive time spent refining and embedding the audit 
methodology. More information on this can be found in 6.9 below. 

 
4.4 Three audits were deferred in consultation with the relevant managers to 

define a revised audit plan for the year. These were Civil Contingencies 
(Emergency Planning & Business Continuity Planning), Equality & Diversity 
and Central Control (Social Alarms & CCTV).   
 

4.5 The Audit & Governance Committee approved the revised audit plan at its 
March 2016 meeting. The Team completed 100% of the revised Audit Plan by 
the end of the year. 

 
4.6 In addition to the audit plan the Section has also carried out a number of other 

pieces of ad hoc work and minor consultancy exercises.  
 
4.7 Time was also spent in 2015-16 in embedding and refining the new Internal 

Audit Methodology and providing training for the team to deliver this.  
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5 FRAUD & IRREGULARITY  WORK  
 
Pro-active Fraud work 

  
5.1 The Internal Audit section has taken a proactive approach to the prevention / 

detection of fraud and corruption. During the year it has:- 
  

• Continued membership of the Midlands Fraud Sub Group; 

• Worked to identify best practice contained in the Cipfa Code of Practice on 
Managing the Risk of Fraud. 

 
Fraud/Irregularity Investigations 
 

5.2 The team has been involved in a special investigation relating to VAT and 
Budget forecasting. The investigation revealed some override of controls and 
instances of the failure to follow management instructions. Following the 
investigation a thorough review of processes has been carried out and 
refresher training has been rolled out to relevant employees 
  

5.3 No allegations have been received through the Council’s Confidential 
Reporting or Anti-fraud and Bribery frameworks in the year. 
 
National Fraud Initiative Datamatching 

 
5.4 The Council is a statutory participant in the Cabinet Office’s National Fraud 

Initiative (NFI) exercise which is carried out every 2 years. The 2014/15 
matches are being examined and £34,119.98 of overpayments have been 
identified.  The majority of the overpayments are in the process of being 
recovered (£34,109.98). 
  

5.5 The bulk of the overpayments relate to Housing Benefit.  There have been 45 
customer errors and no frauds identified to date.  
 

5.6 In addition to the main exercise no errors have been identified in the Council 
Tax Single Person Discount exercise. Although there has only been limited 
work done to review these matches.  
 

5.7 Limited progress has been made on the follow-up of NFI matches relating to 
Council Tax and Housing Benefit since the Benefit Fraud Team staff 
transferred to the DWP Single Fraud Investigation Service in July 2015. The 
main reason for this is that all open investigations transferred with the team 
and the DWP have not provided progress reports or outcomes for the cases 
under review.  
 

5.8 One duplicate invoice payment was also identified from the matches and this 
resulted in £700 being recovered from one of the Council’s suppliers. 
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6 REVIEW OF THE EFFECTIVENESS OF INTERNAL AUDIT 
 
6.1 A review of the effectiveness of the system of Internal Audit has been 

undertaken as part of the Quality Assurance and Improvement Programme.  
There were two key elements to the review:-  

 
i. the Chief Internal Auditor has conducted a self-assessment of the section 

in relation to compliance with the Public Sector Internal Audit Standards 
(PSIAS) and the Local Government Application Note (LGAN); and 

 
ii. an independent review of the self-assessment was conducted by the Head 

of Governance. 
 
6.2 The review concluded that Internal Audit is effective and conforms sufficiently 

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

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

6.4 In 2016-17 the Internal Audit function will be subjected to an External Quality 
Assessment (EQA); this is required once every five years in the PSIAS. Part of 
the EQA will involve the reviewer validating the Chief Internal Auditor’s self-
assessment of compliance completed for 2015-16. The outcome of the EQA 
will be reported to a future meeting of the Audit Committee.  
  

6.5 The External Auditors, Grant Thornton, have concluded that “the internal audit 
service continues to provide an independent and satisfactory service to the 
Council and that internal audit work contributes to an effective internal control 
environment at the Council”. 
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6.6 Satisfaction surveys are issued at the end of each audit. These showed 
general satisfaction with the work of the section. The overall level of 
satisfaction is shown in the table below. 

 

 
2013-14 
Actual 

2014-15 
Actual 

2015-16 
Actual 

Target 

Audit Satisfaction Survey 94.78% 96.33% 92.33 90% 

 
6.7 The level of satisfaction has dropped following a rise in 2014-15 although it 

still remains above target. However the number of satisfaction surveys 
returned is very low. Only 12 returns were received by the section in 2013-14, 
9 in 2014-15 and only 3 in 2015-16.  
 

6.8 In addition to the usage of satisfaction surveys one of the Senior Auditors, the 
Principal Auditor or the Chief Internal Auditor carries out a file review for each 
audit prior to the reports being issued. The Chief Internal Auditor also reviews 
each report to sign it off. These processes form part of the internal quality 
assurance process and helps to provide a consistent approach between the 
auditors. 
 

6.9 As part of the 2013-14 Review an action was identified to review and revise 
the audit methodology used by the team. During 2014-15 time was taken out 
of the Audit Plan to carry this out. The result has been a fundamental shift in 
the methodology to be a lot more risk based and providing a greater depth of 
supervision throughout the duration of the audit rather than it all being at the 
conclusion of the audit. Work continued to refine and embed the methodology 
during 2015-16 which had some impact on delivery of the plan.  
 

6.10 Whilst this had an impact on the number of audits that could be delivered in 
2015-16 both in the development of the methodology and in the training of the 
team on the new audit process it is anticipated that the new methodology will 
bring significant improvements in the future delivery of audits. The new 
methodology should ensure that assurance is provided to managers on their 
key operational risks and the controls in place to mitigate the risks, and enable 
the auditors to have a greater understanding of the area which they are 
reviewing.  
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Appendix 1a 
 

Audits Planned and Completed in 2015-16 by Assurance Level 
 
Limited 
  

Definition  

 

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 

 
 
There were no Limited Assurance Audits issued in 2015-16.  
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Appendix 1b 
Partial 
 

Definition  

   

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.   

 

Audit Area Service Lead Officer 
No of 

Recommendations 

Abavus (Webforms 
Application) IT Audit 

Technology� / 
Environmental Health 

8 

Accommodation Project Managing Director 7 

Asset Management 
Economic 

Development 
7 

Community Infrastructure 
Levy 

Economic 
Development 

5 

Creditors Financial Management 4 

Housing Benefits Financial Management 4 

National Non-Domestic Rates Financial Management 1 

Housing IT Project - Post 
Implementation Review 

Housing & Waste 
Management / 
Technology� 

4 

Housing Property Services 
Housing & Waste 

Management 
7 

Information Management Environmental Health 9 

Land Charges 
Economic 

Development 
3 

Major Projects Within Leisure 
& Culture 

Commissioning 1 

New Social Housing Build 
Housing & Waste 

Management 
5 

Re-evaluation, Regrade and 
Honoraria Procedures 

Human Resources� 1 

Risk Management Governance 2 

Safeguarding Children & 
Vulnerable Adults 

Commissioning 3 

Value Added Tax Financial Management 3 

�Services led by Stafford Borough Council as part of Shared Services 
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Appendix 1c 
Substantial 
 

Definition  

���� 

All High (Red) and Medium (Amber) risks have appropriate controls in 
place and these controls are operating effectively. 

No action is required by management. 

 

Audit Area Service Lead Officer 

Official Complaints, MP Letters and 
Ombudsman 

Corporate 

Building Control & Inspection 
Economic 

Development 

Local Enterprise Partnership 
Arrangements 

Economic 
Development 

Council Tax Financial Management 

Housing Rents 
Housing & Waste 

Management 

Managing Absence Human Resources� 

Payroll Human Resources� 

Recruitment & Selection Procedures Human Resources� 

 
�Services led by Stafford Borough Council as part of Shared Services 
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Appendix 2 
 

Results of Follow-ups Undertaken in the Year By Assurance Level 
 

Audit Head of Service 
Original 

Assurance 

High/Medium Risk 

Recommendations 

Revised 

Assurance 
Comments & Key Outstanding Recommendations 

Im
p

le
m

en
te

d
 

In
 P

ro
g

re
ss

 

N
o

t 
Im

p
le

m
en

te
d

 

T
o

ta
l 

Use of Purchasing 
Cards 

Financial 
Management 

Partial 

 
0 0 2 2 

Partial 

 

The implementation of the recommendations has been put on hold 
until the joint banking contract has been completed in April 2016. 

Members 
Allowance 

Governance 
Partial 

 
3 1 2 6 

Partial 

 

Member Allowances are still paid in advance and there are no plans to 
review the PC Allowance arrangements unless the Independent Panel 
recommended it. Management have accepted the risks in relation to 
these to these issues.  

Cemeteries Commissioning 
Partial 

 
4 1 0 5 

Substantial 

 

 

Local Strategic 
Partnership 
Arrangements 

Environmental 
Health 

Partial 

 
1 1 0 2 

Substantial 

 

 

Environmental 
Protection & 
Pollution Control 

Environmental 
Health 

Partial 

 
2 0 0 2 

Substantial 

 

 

Telecommunication 
Arrangements (2nd 
Follow-up) 

Technology� 
Partial 

 
3 0 0 3 

Substantial 
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Audit Head of Service 
Original 

Assurance 

High/Medium Risk 

Recommendations 

Revised 

Assurance 
Comments & Key Outstanding Recommendations 

Im
p

le
m

en
te

d
 

In
 P

ro
g

re
ss

 

N
o

t 
Im

p
le

m
en

te
d

 

T
o

ta
l 

Mobile Computing Technology� 
Partial 

 
12 0 0 12 

Substantial 

 

 

�Services led by Stafford Borough Council as part of Shared Services 
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  ITEM NO.   5.1 
 

 

Report of: Head of 
Governance 

Contact Officer: Stephen Baddeley 
Telephone No: 4411 
Report Track:  Audit & 

Governance 
Committee 28/06/16 

 

AUDIT & GOVERNANCE COMMITTEE 

28TH JUNE 2016 

REVIEW OF THE EFFECTIVENESS OF INTERNAL AUDIT &  

INTERNAL AUDIT CHARTER 

 

1 Purpose of Report 

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

2 Recommendations 

2.1 That Members  

(i) note the findings of the annual review of the effectiveness of internal audit 
for 2015-16;  

(ii) note that Internal Audit generally conforms to the Public Sector Internal 
Audit Standards, is operating effectively and can be relied upon when 
considering the Annual Governance Statement for 2015-16; 

(iii) approves the revised Internal Audit Charter; 

(iv) notes the arrangements for the External Quality Assessment of the 
Internal Audit function.  

3 Key Issues and Reasons for Recommendation 

3.1 The Public Sector Internal Audit Standards (PSIAS) require the Council to 
undertake a periodic review of the effectiveness of its internal audit and 
demonstrate conformance.  The Quality Assurance & Improvement Programme 
states that this will be an annual review for the Shared Internal Audit function.  
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3.2 The review has comprised: 

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

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

(iii) an independent review by the Head of Governance. 

3.3 The annual review of effectiveness has shown that overall Internal Audit 
generally conforms with PSIAS, is operating effectively, and can be relied upon 
when considering the Annual Governance Statement for 2015-16. 

 
3.4 As part of the review for 2015-16 it was identified that the Internal Audit Charter 

needed to be updated to reflect the change to the Accounts & Audit Regulation 
2015 which took effect on 1/4/15. In addition a few other minor amendments 
were made to incorporate the revised PSIAS which comes into force 1st April 
2016. The revised charter has been circulated to Leadership Team and requires 
the approval of the Audit & Accounts Committee.  

 
3.5 There is also a requirement for the arrangements for the delivery of a five yearly 

External Quality Assessment (EQA) to be reported to the Audit Committee. The 
Quality Assurance & Improvement Programme set-out a range of options 
relating to how the EQA carried out would be undertaken. The detailed 
arrangements for the first of these reviews has now been agreed and is included 
in the body of the report.  

4 Relationship to Corporate Priorities 

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

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

5 Report Detail  

 
5.1 This is the fourth review following the introduction of the Public Sector Internal 

Audit Standards and Local Government Application Note (PSIAS/LGAN). The 
Chief Internal Auditor has prepared a self-assessment against conformance with 
these requirements as well as updating the self-assessment against the Role of 
the Head of Internal Audit document.  

 
5.2 The review by the Head of Governance, which included a review of both of the 

self-assessments, has confirmed the findings that there were no areas of 
significant non-conformance with the PSIAS/LGAN or the paper on the Role of 
the Head of Internal Audit. For the areas of partial conformance the 
effectiveness of the section was not considered to be seriously affected; a small 
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number of the areas partial compliance with PSIAS/LGAN is considered to be 
acceptable due to local circumstances.  
 

5.3 PSIAS/LGAN require any significant non-conformance with the Standards to be 
disclosed in the Annual Audit Report.  One area of significant non-conformance 
with the standards was identified and this relates to PSIAS 1110 Organisational 
Independence. The standards require that the “Chief Audit Executive” reports 
functionally to the Board and indicate that this includes the Audit Committee 
Chair and Chief Executive commenting on the PDR and the Audit Committee 
setting remuneration for the “Chief Audit Executive”.  
 

5.4 This is not a common practice in Local Government where Members do not 
routinely get involved in detailed employment matters. There are sufficient other 
safeguards to the independence of Internal Audit currently in place within the 
Council such as allowing the Chief Internal Auditor the unfettered right of access 
to the Audit Committee Chair and Chief Executive to raise any concerns. It is 
therefore considered that this area of non-conformance does not compromise 
the effectiveness of Internal Audit.  

 
5.5 For the areas of partial conformance the effectiveness of the section was not 

considered to be seriously affected; a small number of areas of partial 
conformance with PSIAS/LGAN is considered to be acceptable due to local 
circumstances.  
 

5.6 Summaries of the reviews of compliance are attached as follows: 
 

(i) the Public Sector Internal Audit Standards and the Local Government 
Application Note - attached at Appendix 1;  and  

(ii) the Cipfa paper on the Role of the Head of Internal Audit in Public Service 
Organisations - attached at Appendix 2. 

 
5.7 In addition to the compliance with professional standards the section has also 

reviewed: 
(i) the performance of the service ie the delivery of the audit plan; and 
(ii) the quality of the service – this has included satisfaction with the service, 

the number of recommendations made and the implementation of 
recommendations. 

As shown in the Annual Audit Report for 2015-16, the Internal Audit Service has 
met its key performance targets. The section has  
 
(i) delivered 100% of the revised audit plan in the year; and 
(ii) has received a 92.33% satisfaction score on the post audit 

questionnaires. 
 

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

5.9 The External Auditors have concluded that the internal audit service continues to 
provide an independent and satisfactory service to the Council and that internal 
audit work contributes to an effective internal control environment at the Council. 
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5.10 From the review a small number of areas for improvement have been identified 

and these are contained in an Improvement Plan which is attached as Appendix 
3. Two of the actions have been implemented and require approval of the 
committee these action are covered in 5.11 and 5.12 
 

5.11 As part of the 2015-16 review it was identified that the Internal Audit Charter 
needed updating to reflect a revised version of the PSIAS which takes effect 
from 1st April 2016. These were the inclusion of a mandatory Mission Statement 
and a mandatory set of Core Principles to demonstrate internal audit 
effectiveness. The Charter has been updated to incorporate this as well as some 
other changes including setting out a definition of what constitutes Advice and 
Consultancy work. 
 

5.12 The revised Charter has been circulated to Leadership Team and is attached at 
appendix 4. 

 
5.13 The Quality Assurance and Improvement Programme approved in June 2015 

included a summary of the options for undertaking the mandatory external 
review of the effectiveness of Internal been included. The exact mechanism 
chosen for the first of these External Quality Assessment (EQA) was not set-out. 
It has now been determined that the Council will be party to a joint procurement 
exercise led by the Staffordshire Chief Auditor Group to have a common external 
reviewer to deliver the EQA across the County, this arrangement currently 
includes all of the Districts, the County Council, Stoke City Council as well as 
Shropshire and Telford & Wrekin Unitary Councils.  
 

5.14 This exercise took place in April/May and a decision on the award will be made 
shortly. The Head of Governance is acting as the EQA sponsor for the 
Stafford/Cannock Shared Internal Audit Service, the role of the Sponsor is to act 
as an independent overview of the EQA process receiving the reports and 
agreeing with the Chief Internal Auditor and External Reviewer the scope and 
format of the review. The results of the EQA will be reported to a meeting of the 
Audit & Accounts Committee later in 2016-17. This will include any relevant 
improvement plans.  
  

5.15 Overall, the review of the effectiveness of Internal Audit for 2015-16 has shown 
that Internal Audit is operating effectively and generally conforms to the PSIAS. 
Therefore the work of the Internal Audit Section can be relied upon when 
considering the Annual Governance Statement for 2015-16.  

6 Implications 

6.1 Financial  

 None 

6.2 Legal  

 None 
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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 -  Summary of Compliance with the Public Sector Internal 
Audit Standards and the Local Government Application 
Note 

Appendix 2 -  Summary of Compliance with Cipfa’s paper on the Role of 
the Head of  Internal Audit. 

Appendix 3 -  Improvement Plan. 

Appendix 4 -  Internal Audit Charter 

 

Previous Consideration 

None    
 

 

Background Papers 

Files available from the Chief Internal Auditor 
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APPENDIX 1 
 

SUMMARY OF CONFORMANCE  WITH THE PUBLIC SECTOR INTERNAL AUDIT STANDARDS AND LOCAL GOVERNMENT 
APPLICATION NOTE – 2015-16 

 

Conformance with the Standard Y P N Comments 

Definition of Internal Auditing       

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

�   

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

Code of Ethics     

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

• Integrity 

• Objectivity 

• Confidentiality 

• Competency 
 
Public Sector Internal Auditors are also required by PSIAS to have regard to the “Seven Principles of Public Life” 
as defined by the Committee on Standards in Public Life which cover: 

• Selflessness 

• Integrity 

• Objectivity 

• Accountability 

• Openness 

• Honesty 

• Leadership 

�

 
 
 
  
�

�

�

�

 
 
�

 
 
 
 
 
 

 
 
 

 

Internal Audit complies with the Code of 
Ethics and a copy of this has been issued 
to all members of the team. 
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Conformance with the Standard Y P N Comments 

Attribute Standards     

1000 – Purpose, Authority and Responsibility     

The purpose, authority and responsibility of the internal audit activity must be formally defined in an audit charter. 
The internal audit charter is a formal document setting out:  

• internal audit’s position within the organisation;  

• its reporting lines;  

• access to personnel, information and records;  

• the scope of internal audit activities 

• define what the term “board” means (It is anticipated that the Audit Committee will generally fulfil the 
duties assigned to the board for the Council.) 

 
The charter must be periodically reviewed and presented to senior management and the board.  

�   

The current Charter was approved by the 
Audit Committee in June 2015  An 
updated Charter is due to be presented to 
Committee in June  2016 to build in the 
Mission and Core Principles.  
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Conformance with the Standard Y P N Comments 

1100 – Independence & Objectivity     

Internal Audit activity must be independent and internal auditors must be objective in performing their work. This 
comes from the position of Internal Audit in the organisation and ensuring that Internal Audit management has 
unrestricted access to the Audit Committee and Senior Managers should this be necessary. Internal Auditors 
should also not be compromised in their work by personal views or having operational responsibility for other 
areas. Any impairments or potential to independence or objectivity must be reported to appropriate parties.  
 
Organisational independence is effectively achieved when the chief audit executive reports functionally to the 
board. Examples of functional reporting to the board involve the board:  

• approving the internal audit charter;  

• approving the risk based internal audit plan;  

• approving the internal audit budget and resource plan;  

• receiving communications from the chief audit executive on the internal audit activity’s performance 
relative to its plan and other matters;  

• approving decisions regarding the appointment and removal of the chief audit executive;  

• approving the remuneration of the chief audit executive; and  

• making appropriate enquiries of management and the chief audit executive to determine whether there 
are inappropriate scope or resource limitations. 

 
Governance requirements in the UK public sector would not generally involve the board approving the CAE’s 
remuneration specifically. The underlying principle is that the independence of the CAE is safeguarded by 
ensuring that his or her remuneration or performance assessment is not inappropriately influenced by those 
subject to audit. In the UK public sector this can be achieved by ensuring that the chief executive (or equivalent) 
undertakes, countersigns, contributes feedback to or reviews the performance appraisal of the CAE and that 
feedback is also sought from the chair of the audit committee. 

 �  

The Terms of Reference for the Audit 
Committee need updating to reflect their 
role in approving the Audit Charter. 

 

 

 

The Chair of the Audit Committee does not 
have a role in the appointment of the 
“Chief Audit Executive” or contribute 
feedback to the PDR. This is outside the 
scope of normal Council operations and is 
the only major area of non-conformance 
with PSIAS. However the Head of 
Governance who manages the Chief 
Internal Auditor is directly managed by the 
Chief Executive and any concerns from 
the Chief Executive relating to Internal 
Audit would be raised with her.  
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Conformance with the Standard Y P N Comments 

1200 – Proficiency & Due Professional Care     

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

�   

The Chief Internal Auditor and one of the 
Senior Auditors are Cipfa Qualified and we 
have 1 ACCA, 1 IIA and 1 AAT qualified 
members in the team. The annual PDR 
process ensures members of the team 
follow CPD requirements.  

Working practices are defined and have 
been clarified further with the development 
of the new methodology. 

A competency framework has been 
produced and is used to inform the PDR 
process.  

1300 – Quality Assurance and Improvement Programme     

A quality assurance and improvement programme is designed to: 

• allow an assessment of Internal Audit’s activity against the PSIAS requirements; 

• to assess the efficiency and effectiveness of Internal Audit’s activity; 

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

�

 

 

 

 

�

 

 

 

�

 
 
 
 
 
 
 
 
 
 
 
 
 

 

A QAIP was approved by the Audit 
Committee in June 2015. 

 

 

The Section has not yet had an 
independent review but one is planned for 
the summer/autumn 2016. A partial 
external independent review was carried 
out in 2013-14 to improve working 
practices of the team.   
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Conformance with the Standard Y P N Comments 

Performance Standards     

2000 – Managing the Internal Audit Activity     

The Chief Audit Executive must effectively manage the internal audit activity to ensure it adds value to the 
organisation.  
 
This includes the development of a risk based audit plan to inform the Annual Audit Opinion. The Plan should be 
presented to Senior Management and the Board for approval. The Chief Audit Executive should ensure the 
resources available to the team are sufficient, appropriate and effective to deliver the audit plan and that any 
limitations which may impact on the plan or the annual audit opinion are reported to the Board.  
 
Where possible the work of Internal Audit should be coordinated with other providers of assurance to ensure 
appropriate coverage and minimise duplication.  
 
 
 
 
Internal Audit’s activity must be reported to Senior Management and the Board. This should include performance 
in delivering the audit plan, significant risks or control issues identified and any other relevant matters.  

�

 

 

�

 

 

 

 

 

 

 

�

 

�  

 

 

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

 

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

 

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

2100 – Nature of Work     

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

 �  

The Internal Audit team provide 
recommendations as part of their work 
which will improve the Council’s 
governance framework. In addition ad hoc 
advice and consultancy is provided in 
relation to changes in systems.  

More work is needed by Internal Audit to 
evaluate the Council’s ethics related 
objectives, programmes and activities. 
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Conformance with the Standard Y P N Comments 

2200 – Engagement Planning     

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

 

�

 
 
 
 
 
 
 
 

 

Internal Audit has defined procedures 
which include producing and agreeing a 
brief for each assignment. The annual 
audit plan is produced to provide adequate 
coverage to inform the annual audit 
opinion 

The revised working practices have shifted 
the focus of audit work to further improve 
testing of key risks for areas under review. 
However limitations in the Council’s Risk 
Management Process have limited the 
Sections ability to rely on risk registers. 
Therefore Internal Audit has to perform its 
own risk identification process as part of 
each audit.  

 

Supervision of engagements is more 
continuous throughout the audit rather 
than all being at the end of the work.  

2300 – Performing the Engagement      

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

�   

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

2400 – Communicating Results     

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

 

�

 
 
 
 

 

See 2300 above  

2500 – Monitoring Progress     

The results of audit work should be monitored to identify that management actions are being effectively 
implemented or that management accepts the risks of not taking action.  

�

 

 

 

 

 

  

All action plans are agreed by 
management or acceptance of risks 
relating to non-implementation is obtained. 
Internal Audit follow-up areas which are 
not deemed to be effective to monitor the 
progress made in implementing the 
agreed recommendations. The revised 
working practices provide greater linkages 
to the Council’s risk management 
framework when providing audit opinions 
and classifying recommendations.  

2600 – Communicating the Acceptance of Risks     

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

�

 

 

 

  

A process is in place where such matters 
would be discussed initially with the 
relevant member of Leadership Team. 
Areas where management are accepting a 
significant risk without some action would 
be reported to the Audit Committee for 
consideration. However it is noted that the 
need for this rarely occurs. 
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APPENDIX 2 
 

SUMMARY OF COMPLIANCE WITH THE CIPFA PAPER ON THE ROLE OF HEAD OF INTERNAL AUDIT – 2015-16 
 

Adherence to the Standard Yes Partial No 

1.  The Head of Internal Audit (HIA) in a Local Authority plays a critical role in delivering the organisation’s strategic objectives by championing best practice in 
governance, objectively assessing the adequacy of governance and management of existing risks, commenting on responses to emerging risks and proposed 
developments. 

   

Chief Internal Auditor’s (CIA) role in governance and how it fits with other key officers (s151, Head of Paid Service & Monitoring Officer) is defined in the Job Description �   

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

 �  

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

 �  

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

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

2. The HIA in a Local Authority plays a critical role in delivering the organisation’s strategic objectives by giving an objective and evidence based opinion on all 
aspects of governance, risk management and internal control. 

   

Internal Audit is separate to External Audit and the HIA does not manage other operational services. IA has defined terms of reference which cover key relationships as well 
as reporting arrangements. The CIA has arrangements for providing an opinion on the governance arrangements which feeds into the Annual Governance Statement but the 
HIA is not responsible for writing the AGS.  

�   

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

 �  

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

�   

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

�   
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Adherence to the Standard Yes Partial No 

3. The HIA in a Local Authority must be a senior manager with regular and open engagement across the organisation, particularly with the Leadership Team and 
with the Audit Committee.  

   

HIA functions are generally carried out by the Chief Internal Auditor although some aspects are shared with the Head of Governance. Both these officers are sufficiently 
senior and independent within the Council’s structure to allow the HIA role to be carried out effectively. Internal Audit have unfettered right to documents and to seek 
explanations. 

�   

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

The Council has an audit committee which operates in line with best practice. The terms of reference for the Committee and IA set out the relationships of the Chief Internal 
Auditor to the committee.  

�   

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

4. The HIA in a Local Authority must lead and direct an internal audit service that is resourced and fit for purpose.      

Internal Audit aims to meet the needs of the council and external stakeholders. IA has established an appropriate quality assurance framework and the team are always 
looking for ways to develop the effectiveness of the service. The IA team aim to lead by example with high standards including integrity, objectivity, openness, competence 
and confidentiality. 

�   

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

�   

5. The HIA in a Local Authority must be professionally qualified and suitably experienced.     

The Chief Internal Auditor is Cipfa qualified and suitably experienced Internal Auditor to effectively perform the role. The CIA adheres to professional and Internal Audit 
standards.  

� 
  

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

� 
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Appendix 3 
 

IMPROVEMENT PLAN FOR INTERNAL AUDIT – 2015-16 
 

Source Actions Person 
Responsible for 
Implementation 

Timescale 

PSIAS The Terms of Reference for the Audit Committees to include specific reference to the Committee approving the Audit 
Charter and QAIP  

Head of 
Governance/ 

Head of Law & 
Administration 

March 2017 

PSIAS An Assurance Map for the Council is to be developed to inform the Audit Planning process this will enable greater 
integration with other assurance providers. However it is accepted that limited resources are available to develop a 
wider Assurance Framework.  

Chief Internal 
Auditor 

March 2017 

PSIAS The Internal Audit Charter requires update to reflect the new PSIAS which became effective 1st April 2016 Chief Internal 
Auditor 

June 16 

(Actioned) 

PSIAS The Satisfaction Survey process requires review due to the low level of responses – exploration into more effective 
methods of feedback should be explored. 

Chief Internal 
Auditor 

March 2017 

PSIAS Work is needed to define Internal Audit’s approach to the review of the Council’s ethics related objectives, 
programmes and activities to feed into the 2017-18 Internal Audit Plan 

Chief Internal 
Auditor 

December 
2016 

 
 





 

 

 

 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

Internal Audit  

Charter 
 

June 2016 
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1 Introduction 
 
1.1 The Internal Audit Charter is a formal document that defines Internal Audit’s 

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

1.2 The requirement for an Internal Audit function derives from local 
government legislation, including section 151 of the Local Government Act 
1972 which requires that all Local Authorities must “make arrangements for 
the proper administration of their financial affairs”. More specific 
requirements are set out in the Accounts and Audit Regulations 2015 which 
require the Council to “undertake an effective Internal Audit to evaluate the 
effectiveness of its risk management, control and governance processes, 
taking into account public sector Internal Auditing standards or guidance”. 
This is reinforced in the Council’s Financial Regulations. 

 
 
2 Purpose of Internal Audit 

  
2.1 The definition provided in the Public Sector Internal Audit Standards 

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

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

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

2.4 The PSIAS also includes a Mission for Internal Audit which is “To enhance 
and protect organisational value by providing risk-based and objective 
assurance, advice and insight.” The policies and processes established by 
Internal Audit will work towards the delivery of this Mission. 

                                                 
1
 The term Audit Committee is used throughout the document - this will refer to the Audit & 
Governance Committee at Cannock Chase DC and the Audit & Accounts Committee at Stafford 
BC 
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3 Objectives of Internal Audit 
  
3.1 The objective of the Internal Audit Section is to give assurance to the 

Council on the adequacy of its governance arrangements. The key 
elements of this are: 
 

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

• To contribute to the achievement of Corporate objectives by 
recommending improvements in control and performance of the systems 
established;  
 

• To ensure compliance with corporate and departmental policies and 
procedures and legislative requirements; and 
 

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

 
 
4 Scope & Authority of Internal Audit 
  
 
4.1 All of the Council’s activities, regardless of funding source, may be subject 

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

 
4.2 The scope of audit work extends to services provided through partnership 

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

 
4.3 The Internal Audit Section will consider the adequacy of the controls 

established by managers to secure propriety, economy, efficiency and 
effectiveness in all areas.  
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4.4 It is not the remit of the Internal Audit Section to question the 
appropriateness of policy decisions. However, the Section is required to 
examine the management arrangements of the Council by which such 
decisions are made, monitored and reviewed, how polices are applied by 
the Council and also compliance with agreed policies.  

 
4.5 The Internal Audit Section may also conduct any special reviews, provide 

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

 
4.6 Internal Audit does not have responsibility for the prevention and detection 

of fraud or corruption. It is the responsibility of all Managers to ensure 
appropriate procedures are put in place to prevent and detect fraud. Internal 
Auditors should however, be alert in all their work to risks and exposures 
that could allow fraud or corruption to occur and to any indications that fraud 
or corruption may have been occurring.  

 
4.7 In line with the Council’s Anti-fraud and Corruption Framework, the Chief 

Internal Auditor should be notified of all suspected or detected fraud, 
corruption or impropriety within the Council. Where relevant the Internal 
Audit Section will advise and assist Managers in the investigation of the 
fraud and corruption.  

 
 
5 Responsibility of Internal Audit 
  
5.1 The Council has a responsibility for conducting, at least annually, a review 

of the effectiveness of the governance arrangements and producing an 
Annual Governance Statement.  The review of the effectiveness of the 
governance arrangements is informed by: 

• the work of the Internal Auditors;  

• information from the managers within the authority who have 
responsibility for the development and maintenance of governance 
arrangements; and 

• comments made by the external auditors and other review agencies and 
inspectorates. 

 
5.2 To assist with this review the Chief Internal Auditor will produce an annual 

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

  

ITEM NO.  5.19



Internal Audit Section – Audit Charter 

 

   Page 4 of 15 
 

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

 

• to appraise the soundness, adequacy, and application of the whole 
internal control system; 

• to ascertain the extent to which the systems of internal control ensure 
compliance with current policies and procedures; 

• to ascertain the extent to which assets and interests entrusted to or 
funded by the Council are properly controlled and safeguarded from 
losses arising from fraud, irregularity or corruption; 

• to ascertain that accounting and other information is reliable as a basis 
for the production of accounts, and financial, statistical and other 
returns; 

• to ascertain the integrity and reliability of financial and other information 
provided to management, including that used in the decision making 
processes; 

• to ascertain that systems of control are laid down and operate to 
promote the economic and efficient use of resources; 

• to investigate, where appropriate, frauds or significant breaches of the 
internal control system.  

 
5.4 Managers and not Internal Audit have ultimate responsibility for ensuring 

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

  
5.5 Responsibility for the response to advice and recommendations of Internal 

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

 
  
6 Statutory Requirement and Standards of Approach 
  
6.1 The work of the Internal Audit Section will be performed with due 

professional care and in accordance with the Accounts and Audit 
Regulations 2015 and the Public Sector Internal Audit Standards (PSIAS) 
and any subsequent guidance which updates or replaces these.  
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6.2 The Internal Audit Section will adopt a predominantly risk based systems 
approach to auditing in order to meet its primary objective of reviewing the 
governance arrangements of the Council. In undertaking its work the 
Section will: 

  

• identify all elements of control systems on which it is proposed to place 
reliance; 

• evaluate those systems, identify inappropriate or inadequate controls 
and recommend improvement in procedures or practices; 

• provide advice on the management of risk, predominantly but not 
exclusively surrounding the design, implementation and operation of 
systems of internal control; 

• produce clear reports that provide management with an opinion on the 
soundness, adequacy and application of internal controls; 

• ascertain that those systems of internal control are designed and 
operate to achieve the most economic, efficient, and effective use of 
resources; 

• draw attention to any apparently uneconomical or unsatisfactory results 
flowing from decisions, practices or policies; 

• contribute to the general management and conduct of business through 
the provision of expertise on appropriate working-groups and 
participation in ad-hoc exercises, subject to adequate resources being 
available in the audit plan; and 

• liaise with External Auditors. 
 
6.3 All Internal Auditors working in Local Government are required to comply 

with the Code of Ethics contained in PSIAS in addition to any requirements 
placed on them by the Council or any other Professional Body that they are 
members of.  
 

6.4 The Internal Audit Section will work in accordance with the Core Principles 
for the Professional Practice of Internal Audit as set out in the PSIAS. 

 

• Demonstrates integrity.  

• Demonstrates competence and due professional care.  

• Is objective and free from undue influence (independent).  

• Aligns with the strategies, objectives, and risks of the organisation.  

• Is appropriately positioned and adequately resourced.  

• Demonstrates quality and continuous improvement.  

• Communicates effectively.  

• Provides risk-based assurance.  

• Is insightful, proactive, and future-focused.  

• Promotes organisational improvement. 
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7 Independence of Internal Audit 
  
7.1 The Internal Audit Section will remain independent of the systems and 

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

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

 
7.3 In seeking to provide an independent and objective opinion it is accepted 

that, being located within the organisation, the Internal Audit function cannot 
be wholly independent of all management. Internal Audit’s independence 
will therefore be achieved through its organisational status and from the fact 
that the Chief Internal Auditor has no other areas of responsibility other than 
the Internal Audit function.  

 
7.4 The Chief Internal Auditor reports to the Head of Governance but has the 

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

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

 
7.6 Internal Audit staff are often consulted during system, policy or procedure 

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

  
7.7 The Internal Audit Section determines its work priorities in consultation with 

Leadership Team, the s151 Officer and the Audit Committee. 
 
7.8 The Chief Internal Auditor reports to the Audit Committee in relation to the 

delivery of the Internal Audit Plan, the Internal Audit Annual Report and 
periodic updates of Internal Audit work. 
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7.9 The Chief Internal Auditor is responsible for the content of all written reports 
produced by the Section. The Chief Internal Auditor has the right to report in 
his own name and offer an audit opinion without “fear or favour” to all 
officers and members and in particular to those charged with governance at 
the Council. 

 
 
8 Authority and Rights of Access 
  
8.1 In order to perform their duties Internal Audit has the authority, as set out in 

the Council’s Financial Regulations, to:  
  

• enter at all reasonable times, any Council premises or land; 

• have access to all records, documents, correspondence and computer 
systems relating to the Council and its activities; 

• require and receive such explanations as necessary concerning any 
matter under examination; 

• require any employee of the Council to produce records, cash, stores or 
any other Council property under their control, necessary to carry out 
their duties; 

• have the right to direct access to the s151 Officer, Chief 
Executive/Managing Director, Chair of the Audit Committee, Leader of 
the Council and External Auditors, where it is deemed necessary. 

 
These powers are supported by the Accounts & Audit Regulation 2015. 

 
8.2 Where necessary such rights of access may be called upon and should be 

granted to Internal Auditors on demand and not subject to prior notice or 
approval.  
 

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

  
8.4 The Internal Audit Section will comply with any requests from External 

Auditors for access to any information, files or working papers obtained or 
prepared during the audit work that they need in order to discharge their 
responsibilities. 
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9 Objectivity & Confidentiality 
  

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

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

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

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

10 Internal Audit Resources 
  
10.1 The Council has a duty to provide sufficient resources to allow an adequate 

and effective Internal Audit service to be provided. Where it is felt that the 
resources are inadequate to meet the objectives of the Internal Audit 
Section, the Chief Internal Auditor in conjunction with the Head of 
Governance, will formally report this to the s151 Officer, Chief 
Executive/Managing Director and the Audit Committee.  

  
10.2 The staffing structure of the section will comprise a mix of professional and 

technician posts in order to provide a wide knowledge and skills base. The 
Chief Internal Auditor will hold a relevant professional qualification (CMIIA, 
CCAB or equivalent) and be suitably experienced. The s151 Officer will be 
involved in the recruitment of the Chief Internal Auditor. 
 

10.3 The Chief Internal Auditor is responsible for ensuring that Internal Auditors 
receive appropriate training and experience to fulfil their duties and that 
levels of competence are maintained via the use of continual professional 
development.  

 
10.4 Where necessary access to appropriate specialists from other departments 

or external sources should be made available to the Internal Audit Section 
to assist in any audit or investigation requiring detailed specialist 
knowledge. 
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11 Internal Audit Management  
  
11.1 The Chief Internal Auditor is responsible for the day-to-day management of 

the Internal Audit Section and fulfils the requirements of the “Chief Audit 
Executive” role required by the PSIAS. The Chief Internal Auditor will: 

  

• prepare an audit plan to review all relevant areas, and to update the plan 
regularly to account for changes in Council priorities and risks. The 
plans will be presented to the Audit Committee annually; 

• produce a portfolio of work for each auditor to achieve the annual audit 
plan; 

• ensure the issue of an Audit Brief for each assignment undertaken 
setting out the scope and objectives of the work, timescales and 
reporting arrangements; 

• ensure that relevant testing is carried out on which sound judgements 
can be based; 

• ensure that work is undertaken, completed and issued in a timely 
manner; 

• ensure that a written report is produced for each assignment giving an 
opinion on the control environment and identifying actions to address 
any weaknesses; 

• ensure that follow-up work is undertaken, where appropriate, to monitor 
the implementation of agreed management actions; 

• ensure that all audit work is completed to high standards in accordance 
with relevant professional standards; 

• establish and maintain effective relationships with managers of all levels 
and obtain feedback from them on the work of the section including the 
use of user satisfaction surveys; 

• monitor the work of the Audit Committee and consider, where 
appropriate, whether changes need to be made to the Internal Audit 
Plan as a result of the issues arising from the work of the Audit 
Committee.  

• establish and maintain effective relationships with the External Auditors; 

• monitor the effectiveness of the service delivered to clients and 
compliance with relevant standards: 

• undertake an annual review of the development and training needs of 
Internal Audit employees and arrange for appropriate training to be 
provided to address the needs where possible: and 

• develop and maintain a quality assurance and improvement programme 
covering all aspects of Internal Audit Activity. 
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12 The Internal Audit Plan 
  
12.1 The work of the Internal Audit Section is based on the delivery of a risk 

based Audit Plan and is conducted on a predominantly risk based systems 
audit approach. The Section prepares a new Audit Plan each year in line 
with the requirements of the PSIAS.  

 
12.2 The Audit Plan is derived from all of the areas that have been identified for 

review following an assessment of the risks relating to each area. 
 

12.3 Account is taken of the risks identified in the Council’s strategic risk register 
and from other sources of assurance such as external inspections and 
performance management information. Internal Audit also undertakes its 
own assessment of the risks inherent in the potential areas for audit review 
based on a number of criteria adapted from a risk scoring model developed 
by the Institute of Internal Auditors.   

 
12.4 Each area of activity is scored across a range of criteria which include 

income, expenditure, complexity of regulations, sensitivity of the system, 
and known issues/weakness. 
 

12.5 The resulting scores are banded into three risk categories  

• High  

• Medium; and  

• Low.   
 
12.6 The risk scores are reviewed each year.  The review results in some scores 

increasing, some decreasing and some remaining unchanged. This in turn 
has an affect on the risk category assigned to each area, for example a 
medium risk this year could become a high risk or a low risk next year. 
 

12.7 Once the risk scores have been updated the audits are ranked in 
accordance with the risk scores and this is compared to the resources 
available within the Section to determine the areas that can be reviewed in 
the year. The Section will usually review all High Risk areas and a selection 
of Medium Risk areas each year.  
 

12.8 Discussions will be held with all members of Leadership Team each year to 
obtain input into the identification of the Audit Universe and in the 
compilation of risk scores. In addition views on the timings of reviews will 
also be sought from the relevant member of Leadership Team.  
 

12.9 The Internal Audit Plan is presented to the Audit Committee for approval, 
usually in March each year.   
 

12.10 Items included on the Internal Audit Plan will be split into 3 categories: 
 

• Key Finance Systems – these are the major finance systems of the 
Council, e.g. Council Tax, Payroll, General Ledger. 
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• 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. 

  
12.11 In addition to the main Internal Audit Plan a separate IT Audit plan is 

produced and reported to the Audit Committee. This will cover the key 
technical IT areas. 
 

 
13 Other Operational Work 

   
13.1 In addition to the delivery of the Internal Audit Plan and following-up the 

implementation of recommendations made the section also carries out 
some other operational work. The main types of other operational work are 
categorised as follows 
  

• Ad-Hoc Advice – this is the answering of queries from managers and 
other employees normally relating to the application of financial 
regulations, corporate policies or other procedures. These are normally 
small pieces of work taking less than 2 hours to complete.  

• Consultancy – consultancy work is something which is a bit more 
detailed than the provision of ad hoc advice and will take longer to 
complete. Consultancy work usually comes from a request from 
management for Internal Audit to look at an area or provide more 
detailed advice. Typical examples include – review of changes to 
processes to ensure adequate controls are built into the system or a 
review of a minor control failure. Consultancy assignments can range 
from half a day to several weeks work and require the approval of the 
Chief Internal Auditor. 

• Special Investigations – These are more detailed reviews into control 
failures, suspected breaches of financial regulations, fraud & corruption 
offences or other disciplinary offences which involve the misuse of 
Council assets.  

• Value-for-Money (VFM) Reviews – These are specific reviews to 
determine whether Council processes and systems are providing value-
for-money. Due to limited capacity in the team it is now rare for specific 
VFM Reviews to be carried out by Internal Audit. (However Internal 
Audit does have consideration to VFM factors during planned audit work 
and in the making of recommendations.)   
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14 Reporting Lines 
 
14.1 The Chief Internal Auditor reports to the Head of Governance for line 

management purposes. However, alternative reporting lines are available to 
the Chief Internal Auditor where these are deemed necessary as set out in 
7.4.  
 

14.2 The Chief Internal Auditor will report to the Audit Committee on the section’s 
performance in terms of the Internal Audit Plan and the reporting of the 
outcome of the work including the issuing of an annual report and opinion.  

 
14.3 The Chief Internal Auditor will present the annual audit plan to members of 

Leadership Team, the s151 Officer and the Audit Committee. This plan will 
be approved by the Audit Committee.  

 
14.4 An annual report will be presented to the Audit Committee covering the 

work of the Internal Audit Section at the conclusion of the year. This report 
will also be a key source of assurance for the Council’s Annual Governance 
Statement (AGS) and must be presented no later than the meeting at which 
the AGS is considered and approved.  

  
14.5 The Chief Internal Auditor will monitor and report on the work of the team on 

a regular basis. Regular reports outlining progress against the Internal Audit 
Plan and summarising the assurances given for completed audits will be 
presented to the Audit Committee. 

 
14.6 The Internal Audit Section will produce a written report for all assignments 

addressed to the Service Lead Officer (normally the relevant member of 
Leadership Team although it could be a Service Manager where there is no 
Head of Service). 

 
14.7 The Chief Internal Auditor will be responsible for reviewing the 

implementation of recommendations. At the Chief Internal Auditor’s 
discretion the failure to implement fundamental recommendations or a 
significant number of recommendations will be reported to the s151 Officer, 
Monitoring Officer, Chief Executive/Managing Director, relevant member of 
Leadership Team and the Audit Committee as appropriate.  

 
14.8 The Chief Internal Auditor will report to the s151 Officer any serious 

weaknesses or significant fraud identified from the course of Internal Audit 
work or reported to Internal Audit. The matter may also be reported to the 
Chief Executive/Managing Director, Monitoring Officer, relevant member of 
Leadership Team, the External Auditors and the Audit Committee as 
appropriate. 
 
 

15 Quality Assurance and Improvement Programme  
 

15.1 The Chief Internal Auditor will develop and maintain a Quality Assurance 
and Improvement Programme (QAIP) in accordance with PSIAS.  

ITEM NO.  5.28



Internal Audit Section – Audit Charter 

 

   Page 13 of 15 
 

  
15.2 The QAIP will form the basis of the annual review of the system of Internal 

Audit as required by the PSIAS. For Internal Audit Sections operating in 
Local Government proper practice is now deemed to be PSIAS plus the 
Local Government Application Note (LGAN). 
 

15.3 The QAIP will show conformance with PSIAS/LGAN requirements and will 
offer explanations where conformance with PSIAS/LGAN is not achieved. 
An action plan may be developed as a result of the QAIP to achieve or 
improve levels of conformance. The outcome of the review and any 
resulting action plan will be reported to the Audit Committee and a 
statement regarding conformance with the PSIAS will be included in the 
Internal Audit Annual Report.  
 

15.4 An independent external review of Internal Audit will be carried out as part 
of the QAIP at least once every five years. The Head of Governance and/or 
s151 Officer will act as sponsor to agree the scope and nature of the 
external review with the Chief Internal Auditor and the external reviewer.   

 
15.5 Where non-conformance with PSIAS/LGAN impacts on the overall scope or 

operation of Internal Audit activity the nature of the impact will be disclosed 
to the Audit Committee. Serious deviations from conformance will need to 
be considered for inclusion in the Council’s Annual Governance Statement.  
 
  

16 Relationship With Elected Members 
 
16.1 The Head of Governance and the Chief Internal Auditor will maintain a 

working relationship with the Chair and other members of the Audit 
Committee. Where necessary the Chief Internal Auditor will have direct 
access to the Chair of the Audit Committee. 
  

16.2 Unless stated elsewhere, the Audit Committee will fulfil the roles and 
responsibilities of “The Board” for the purposes of the PSIAS.  
 
 

17 Relationship with Senior Management 
  

17.1 The members of Leadership Team will fulfil the role of “Senior 
Management” as defined in the PSIAS. The Chief Internal Auditor will work 
to maintain an on-going relationship with all members of Leadership Team.  
  

17.2 A written report will be produced for each assignment and presented to the 
relevant member of Leadership Team. This report will:- 
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• include an overall opinion on the adequacy of the internal control 
environment for the area under review; 

• identify any areas of weaknesses in the control environment and risks 
which have not been addressed; 

• make recommendations for the necessary improvements needed to 
address the weaknesses identified; 

• detail management’s response and timescales for corrective action to be 
taken.  

  
17.3 The Internal Audit Plan, Quarterly progress reports and the Annual Audit 

report will be circulated to Leadership Team by e-mail prior to being 
submitted to the Audit Committee.  
 

18 Relationship with Statutory Officers  
 

18.1 Internal Audit will maintain a close relationship with the Statutory Officers of 
the Authority (Head of Paid Service, s151 Officer and Monitoring Officer).  
  

18.2 The Statutory Officers will support the work of Internal Audit and provide the 
necessary backing to ensure that key weaknesses are addressed and 
recommendations implemented and support Internal Audit’s position in 
upholding good governance within the Council. Statutory Officers should 
also ensure that the Internal Audit Section is provided with all necessary 
advice, explanations and information needed for them to effectively carry 
out their role.  
 

18.3 The “Role of the Chief Financial Officer in Local Government” guidance 
document produced by Cipfa places a direct responsibility on the s151 
Officer “to support the Council’s Internal Audit arrangements” and to ensure 
that they are “effectively resourced and maintained” to comply with the 
Accounts and Audit Regulations.  
 

19 Review of the Internal Audit Charter 
  

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

 
 
 

Last Updated June 2016 
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  ITEM NO.   6.1 
 

 

Report of: Head of 
Governance 

Contact Officer: June Hall 
Telephone No: 01543 464546 
Portfolio Leader: Corporate 

Improvement 

Report Track:  Audit & 
Governance Cttee. 
Only 

 

 
AUDIT & GOVERNANCE COMMITTEE 

28 JUNE 2016 

STRATEGIC RISK REGISTER 

 

1 Purpose of Report 

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

2 Recommendations 

 
2.1 That the Committee note the progress made in the identification and 

management of the strategic risks. 
 

3 Key Issues and Reasons for Recommendation 

 
3.1 All strategic risks and associated action plans have been reviewed and the 

Council’s risk profile is summarised in the table below: 
 

Risk Colour Number of Risks at 
 1 Oct 2015 

Number of Risks at  
1 Apr 2016 

Red 2 2 
Amber 4 3 
Green 1 2 
TOTAL 7 7 
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4 Relationship to Corporate Priorities 

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

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

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

 

5 Report Detail  

 
5.1 The Accounts & Audit Regulations 2015 state that: 

“A relevant body must ensure that it has a sound system of internal control 
which:- 

(a) facilitates the effective exercise of its functions and the achievement of its 
aims and objectives; 

(b) ensures that the financial and operational management of the authority is 
effective; and 

(c) includes effective arrangements for the management of risk.” 

5.2 Risk can be defined as uncertainty of outcome (whether positive opportunity or 
negative threat). Risk is ever present and some amount of risk-taking is 
inevitable if the council is to achieve its objectives. The aim of risk management 
is to ensure that the council makes cost-effective use of a risk process that has a 
series of well-defined steps to support better decision making through good 
understanding of risks and their likely impact.  

    
 Management of Strategic Risks / Opportunities  
 
5.3  The Council’s approach to risk management (including its risk appetite) has 

 been reviewed and the revised policy and strategy was reported to the Audit 
 Committee for endorsement at the March 2016 meeting and to Cabinet for 
 approval at the April meeting. 
  

5.4  Central to the risk management process is the identification, prioritisation and 
 management of strategic risks / opportunities. Strategic risks / opportunities 
 have been identified and prioritised, action plans are in place for their effective 
 management and delivery of the action plans is monitored.  A summary of the 
 Council’s strategic risk register as at 1st April 2016 is attached at Appendix 
 1.  

 
5.5  It is important to note that the summary of strategic risks at Appendix 1 shows 

 the risk scores at 1st October 2015 in accordance with the previous Policy & 
 Strategy whilst the risk scores at 1st April 2016 are based on the new risk  
 matrix.  This has resulted in some risks having changed score and/or risk 
 category.  (e.g. a risk with a score of 12 was categorised as amber (medium) 
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 previously but is now red (High)  In view of this, the direction of travel shown 
 has been determined by risk category and not risk score as is usually the case.  

 
The risk summary illustrates the risks / opportunities using the “traffic light” 
method i.e.  

 

RED risk score 12 and above (action plan required to reduce risk and/or 
regular monitoring) 

AMBER risk score 5 to 10 (action plan required to reduce risk) 

GREEN risk score below 5 (risk tolerable, no action plan required) 

 
5.6 The number of strategic risks remains at 7 however; 
 

• 4 risks remain unchanged; 

• Risk No 3 (The District does not maximise all funding opportunities for 
economic growth, transport infrastructure, additional jobs and better skills for 
residents) has reduced from Amber (Medium) to Green (Low) 

• Risk No 18 (Viability/funding of Cannock Chase Council as a result of public 
expenditure reductions and changes to Government’s funding regime) has 
been amended from Amber (Medium) to Red (High) in light of external 
factors. The Council is pro-actively trying to manage this risk. 

• Risk No 19 (The organisations does not have sufficient Management / 
Officer capacity to deliver its corporate priorities) has reduced from Red 
(High) to Amber (Medium) 

• No risks have been deleted and no new risks have been added which a 

  
5.7 A progress update for those actions due up to the end of March 2016 is included 

in the full strategic risk register attached at Appendix 2.  
 
5.8 Additional information can be found in the Strategic Risk Register (Appendix 2) 

in the form of an ‘Overall Progress Summary’ for each risk, this is accompanied 
by a symbol to indicate whether progress is on target or otherwise.   

 
The table below outlines the overall progress made in reducing risks since 1st 
April 2015: 

 
Progress Indicator Current position 

  
No progress made in reducing the risk 1 Risks 

 

Some progress made in managing the 
risk 

4 Risks 

 
Risk on target to be reduced 0 Risks 
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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  

 The Risk Management implications are included within the body of the report 
 and appendices. 

6.8 Equality & Diversity 

 None  

6.9 Best Value 

 None 
 

7 Appendices to the Report 

 
Appendix 1 – Summary of Strategic Risks 2015-16 
Appendix 2 – Strategic Risk Register – Detailed     

 

Previous Consideration 

None 
 

Background Papers 

File of papers kept in the Risk & Resilience Manager’s office. 
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Appendix 1 
 

SUMMARY OF STRATEGIC RISKS AS AT 01.04.16 
 

Risk 
No 

Potential Risks                                                                               Risk Owner Date Added 
to Register 

Score at  
Oct 2015 

Score at       
Apr 2016 

Direction 
of Travel 

over period 
reported 

18 

Viability/Funding of Cannock 
Chase Council as a result of 
public expenditure 
reductions and changes to 
Government’s funding 
regime 

Head of 
Finance 

April 2014 12 12 ↑ 

20 

Impact on viability/funding of 
the Council’s HRA due to the 
new government housing 
policies 

Head of 
Housing & 

Waste 
Management 

April 2015 15 12 ↔ 

16 
Impact of Welfare Benefit 
Reform 

Heads of 
Finance and  
Housing & 

Waste Mgmt 

April 2013 12 9 ↔ 

19 

The organisation does not 
have sufficient Management 
/ Officer capacity to deliver 
its corporate priorities 

Managing 
Director 

April 2015 16 9 ↓ 

21 

Lack of coordinated and 
consistent approach for 
dealing with the Council’s 
customers 

Head of 
Commissioning 

April 2015 
 

12 9 ↔ 

  3 

The District does not 
maximise all funding 
opportunities for economic 
growth, transport 
infrastructure, additional jobs 
and better skills for 
residents. 

Head of 
Economic 

Development 

June 2011 

(Reworded 

Qtr 3 
2014/15) 

8 3 ↓ 

22 
Failure to engage with 
partners to reduce the health 
inequalities within the district 

Heads of 
Commissioning 
and Env Health 

April 2015 6 2 ↔ 

 
 
 
Key to Direction of Travel 

↓   
 

Risk has decreased ↔ 

 
Risk level unchanged ↑ 

 
Risk has increased 
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As at: 1st April 2016 
 

Appendix 2 
 

Cannock Chase District Council – Strategic Risk Register 
 

Ref No:  16 Risk: Impact of Welfare Benefit Reform (e.g. Introduction of Universal Credit, Single Fraud Investigation 
Service etc.)   

Risk Owner:  Head of Finance / Head of Housing & Waste 
Management 

Portfolio:   Corporate Improvement, Health & Wellbeing and 
Housing. 

Consequences Of Risk: 

• Increased demand for services (additional workload, pressure on service delivery, additional resourcing etc); 

• Increase in arrears on Council Tax; 

• Increase in Rent Arrears; 

• Negative impact on ability to perform “Compliance” functions and adverse effect on income. 

Links To Priority Delivery Plan:  Customers 

• Delivering Council services that are customer centred and accessible; 

• Making the best use of limited resources. 

Gross Risk Score (ie without controls) Likelihood: 4 Impact: 3 Total Score: 12 RED 

Controls in Place 

• Manage the Council’s housing stock; 

• Monitoring impact of localisation of Council Tax Support; 

• Liaison with DWP on implementation timetable for Universal Credits; 

• Budget workshops for affected residents to better manage their budgets set up 

 

Gross Risk Score (ie without controls) Likelihood: 3 Impact: 4  Total Score: 9 AMBER  

Provisional Assessment of Risk – does the residual risk score need to be 
reduced 

YES*  

 
*If the risk score needs to be reduced, please complete the action plan below 
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As at: 1st April 2016 
 

Actions Planned Timescale/Person 
Responsible 

Progress/Comments 

Monitor impact of Benefit Reform to identify areas of concern. Ongoing 

Head of Finance  

An on-going monitoring routine is in place. 

 

Identifying number of additional people falling into arrears 
with Council Tax payments 

QRT 3 

Head of Finance / Local 
Taxation & Benefits 
Manager 

This forms part of the overall monitoring. 

Introduction of Tenancy Sustainment Service QRT 2 

Head of Housing & 
Waste Management 

Appointed to post – new member starting 
May/June 2016 

 

Overall Progress Summary:  The full impact of benefit reform cannot be determined until the phased introduction of 
Universal Credits. The impact of existing reforms continues to be monitored. 

 

AMBER 
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As at: 1st April 2016 
 

Ref No:  18 Risk: Viability / Funding of Cannock Chase Council as a result of public expenditure reductions and 
changes to Government’s funding regime 

Risk Owner:  Head of Finance Portfolio:   This risk cuts across all Portfolio’s 

Consequences Of Risk: 

• Council size becomes too small to sustain a viable organisation; 

• Unable to provide desired levels of service 

Links To Priority Delivery Plan:  Customers 

• Delivering Council services that are customer centred and accessible; 

• Making the best use of limited resources 

Gross Risk Score (ie without controls) Likelihood: 4 Impact: 5 Total Score: 20 - RED 

Controls in Place 

• Medium term financial plan in place 

• Annual Financial Plan and Medium Term Financial Strategy in place 

• The Revenue Budget is balanced but requires support from balances 

• Comprehensive Service Review being undertaken on an annual basis 

• Corporate Budget Monitoring 

Gross Risk Score (ie without controls) Likelihood: 4 Impact: 3 Total Score: 12 - RED 

Provisional Assessment of Risk – does the residual risk score need to be 
reduced 

YES*  

 
*If the risk score needs to be reduced, please complete the action plan below 
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As at: 1st April 2016 
 

Actions Planned Timescale/Person 
Responsible 

Progress/Comments 

Responding to Government proposed legislation in relation to 
key funding regimes 

On-going Response to New Homes Bonus 
consultation made 

Determine impact of Government proposals for key funding 
regime 

On-going In Progress 

Production and refresh of medium term financial plan On-going In Progress 

Refresh Budget Strategy to ensure external funding sources 
maximised and efficient and effective use of all resources 

On-going Report to Cabinet/Council anticipated 
Quarter 3. 

Lobbying to Central Government on any proposed changes to 
Local Government Funding 

On-going  

Lobbying to Central Government as a result of closure of 
Rugeley Power Station 

On-going  

Financial Recovery Plan QTR 2 Initial work underway and budget strategy 
refreshed 

 

Overall Progress Summary:  The financial position of the Council is being updated on a regular basis and lobbying 
of the government undertaken where necessary.  Consultation responses submitted – now awaiting government 
response. 

RED 
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As at: 1st April 2016 
 

Ref No:  19 Risk: The organisation does not have sufficient Management / Officer capacity to deliver its corporate 
priorities (e.g. Corporate Plan & PDP’s)  

Risk Owner:  Managing Director Portfolio:   This risk cuts across all portfolio’s 

Consequences Of Risk: 

• The Council’s priorities are not fully delivered with impact on residents / the public. 

Links To Priority Delivery Plan:  This Risk Links To All Priority Delivery Plans 

 

Gross Risk Score (ie without controls) Likelihood: 4 Impact: 3 Total Score: 12 RED 

Controls in Place 

• Scoping of management capacity for delivery of PDP’s by Heads of Service (Assessments of Management Capacity) 

• Management capacity issues are monitored by Leadership Team; 

• Adherence to Sickness Management Policy 

Gross Risk Score (ie without controls) Likelihood: 3 Impact: 3 Total Score: 9 AMBER  

Provisional Assessment of Risk – does the residual risk score need to be 
reduced 

YES*  

 
*If the risk score needs to be reduced, please complete the action plan below 
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As at: 1st April 2016 
 

Actions Planned Timescale/Person 
Responsible 

Progress/Comments 

Ensuring that all priorities in the PDP’s are resources 
appropriately 

Ongoing 

 

All Heads of Service 

The majority of PDP priorities are on target 
but there are a small number of Yellow ‘not 
on target’ areas in part due to management 
capacity. 

Where necessary, considering whether resources from other 
parts of the Council can be transferred for a period. 

Ongoing 

 

Managing Director / 
Leadership Team 

PDP Priorities not on target are being 
reviewed by Leadership Team and resource 
implications are being re-considered. 

Leadership Team maintaining an overview of performance 
through “managing the business” performance indicators 

Ongoing 

Managing Director / 
Leadership Team 

A set of ‘Managing the Business’ 
performance indicators being trialled for 
year end 2015/16 and will review its 
effectiveness. 

Requests for additional projects may be refused or deferred 
until subsequent year(s) 

Ongoing 

 

Managing Director 

A number of requests for new projects in 
year have had to be refused in order to 
protect delivery of the Council’s agreed 
Corporate Priorities.   

 

Overall Progress Summary:  :  Overall the Councils management capacity is being monitored closely and action 
has already been taken by not accepting new project requests in year in order to protect capacity to deliver the 
agreed PDP priorities. 

AMBER 
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As at: 1st April 2016 
 

Ref No:  20 Risk: : Impact on viability/funding of the Council’s HRA due to the new government housing policies (e.g. 
1% rent reduction & sale of higher value properties)   

Risk Owner:  Head of Housing & Waste Management Portfolio:   Housing 

Consequences Of Risk: 

• Loss of Rent 

• Loss of stock leading to increased waiting times 

• Impact on 30 year housing plan 

• Impact on ability to build / provide new housing 

• Potential reduction in level of maintenance and improvement to Council stock 

Links To Priority Delivery Plan for More & Better Housing. 

• Planning for the housing needs of the district; 

• Increasing the supply of affordable housing Links To Priority Delivery Plan:   

Gross Risk Score (ie without controls) Likelihood: 4 Impact: 5 Total Score: 20 RED 

Controls in Place 

• 30 Year business plan; 

• Medium Term Budget & Capital Programme. 

•  

Gross Risk Score (ie without controls) Likelihood: 4 Impact: 3 Total Score: 12 RED 

Provisional Assessment of Risk – does the residual risk score need to be 
reduced 

YES*  

 
*If the risk score needs to be reduced, please complete the action plan below 
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As at: 1st April 2016 
 

Actions Planned Timescale/Person 
Responsible 

Progress/Comments 

Review of 30 year business plan and report to Cabinet Quarter 3 

Head of Finance 

In Progress 

Lobbying of Central Government by District Council’s 
network. (LGA, MP’s etc.) 

Ongoing 

Head of Finance 

Information provided to the network 

Review of allocations policy Quarter 4 

Head of Housing & 
Waste Management 

Not yet started 

 

Overall Progress Summary:  The 30 year review of the HRA Business Plan is completed, report to Cabinet in 
December 2015. Budget currently being finalised for 16/17. 

AMBER 
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As at: 1st April 2016 
 

Ref No:  21 Risk: Lack of coordinated and consistent approach for dealing with the Council’s customers 

Risk Owner:  Head of Commissioning Portfolio:   Corporate Improvement 

Consequences Of Risk: 

• Complaints; 

• Customer’s needs and expectations not met; 

• Negative PR. 

Links To Priority Delivery Plan:  Customers 

• Delivering Council services that are customer centred and accessible; 

• Making the best use of limited resources. 

Gross Risk Score (ie without controls) Likelihood: 5 Impact: 3 Total Score: 15 RED 

Controls in Place 

• Corporate complaints procedure; 

• Appeals and Complaints panel. 

Gross Risk Score (ie without controls) Likelihood: 3 Impact: 3 Total Score: 9 AMBER 

Provisional Assessment of Risk – does the residual risk score need to be 
reduced 

YES*  

 
*If the risk score needs to be reduced, please complete the action plan below 
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As at: 1st April 2016 
 

Actions Planned Timescale/Person 
Responsible 

Progress/Comments 

Development of Customer Services Strategy & seek Cabinet 
Approval 

QTR. 3 16/17 Customer Services Standards to be 
incorporated within the strategy have been 
drafted. 

Implement electronic web-based forms QTR. 3 Completed 

Development of mobile app. QTR 1 16/17 Mobile app is being developed with regard 
to Waste Services with expected phased 
launch from QTR 2 16/17 

 

Overall Progress Summary:  :  The focus has been on delivering improvements to on-line forms to be launched in 
line with the Council’s new website and development of the mobile app.. 

 

AMBER 
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As at: 1st April 2016 
 

In accordance with the Risk Management Strategy, the green risks below are deemed to be tolerable (with existing controls 
in place) and will be monitored but require no further action at this time. 
 

GREEN RISKS 

Risk No:  Risk Owner Risk:  Score: 

3 Head of Economic 
Development 

The District does not maximise all funding opportunities for economic growth, 
transport infrastructure, additional jobs and better skills for residents 

3 

22 Head of Environmental 
Health 

Failure to engage with partners to reduce the health inequalities within the 
district 

2 

 
 
KEY TO PROGRESS SYMBOLS 
 

Progress Indicator 

  
No progress made in reducing the risk 

 

Some progress made in managing the risk 

 

Risk on target to be reduced 
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Report of: Head of 
Governance 

Contact Officer: Judith Aupers 

Telephone No: 4411 
Portfolio 
Leader: 

Corporate 
Improvement 

Key Decision:  No 

Report Track:  Audit & 
Governance 
Committee only 

 

AUDIT & GOVERNANCE COMMITTEE 

28 JUNE 2016 

ANNUAL GOVERNANCE STATEMENT 2015-16 

 

1 Purpose of Report 

1.1 To set out the Council’s Annual Governance Statement for the year 2015-16. 

2 Recommendation 

 
2.1 That the Committee approves of the Annual Governance Statement for  
 2015-16. 
 

3 Key Issues and Reasons for Recommendation 

 
3.1 The Accounts and Audit Regulations 2015 require the Council to review the 

effectiveness of its system of internal control and to prepare an Annual 
Governance Statement (AGS). 

 
3.2 The Council’s draft Annual Governance Statement (AGS) for 2015-16 (which 

is current up to June 2016) is attached as Appendix 1. 
 
3.3 The draft AGS has been compiled by the Leadership Team.   The AGS has 

been drafted using various sources of assurance which together form the 
review of the Council’s governance arrangements.  The key sources of 
assurance are: 

 
(i) assurances from the Heads of Service: 
(ii) assurances from the 3 statutory officers; 
(iii) the risk management reports;  
(iv) the annual internal audit report / opinion; and  
(v) external assurance reports.  



 ITEM NO.  7.2 
 

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

 
3.5 An update on the progress in actioning the issues from the 2014-15 AGS is 

attached at Appendix 2.  In summary, of the 11 items: 
 

• 3 items have been completed or are on target to be completed; 

• work is in progress on 6 of the items; and 

• work on the remaining 2 items has been delayed.   
 

The outstanding issues have been included in the AGS for 2015-16.   
 

4 Relationship to Corporate Priorities 

 
4.1 The Council’s corporate governance arrangements and internal control 

framework cuts across all corporate priorities. 
 

5         Report Detail  

 

5.1 The preparation and publication of an annual governance statement is 
necessary to meet the statutory requirement set out in the Audit and Accounts 
Regulations 2015 which requires authorities to “conduct a review of the 
effectiveness of system of internal control” and to “prepare an annual 
governance statement”. 

 
5.2 The form and content of a governance statement are defined in the CIPFA / 

SOLACE Framework “Delivering Good Governance in Local Government. The 
governance statement should include the following information. 

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

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

• A brief description of the governance framework. 

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

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

 
5.3 Following approval of the Annual Governance Statement it should be signed 

by the most senior officer and the most senior Member of the Council ie the 
Managing Director and the Leader of the Council. 

 
5.4 The Annual Governance Statement has been prepared using information from 

the sources of assurance outlined in 3.3.  The Leadership Team has been 
consulted on the draft AGS to ensure that:- 
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• all of the significant issues have been identified and included, so far as is 
reasonably possible; and 

• all of the issues included are considered to be significant. 

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

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

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

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

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

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

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

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

 

6 Implications 

 
6.1 Financial  

 None 

6.2 Legal  

 None 

6.3 Human Resources 

 None 

6.4 Section 17 (Crime Prevention) 

 None 

6.5 Human Rights Act 

 None 
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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 - Annual Governance Statement 2015-16 

Appendix 2 – Progress Report for AGS 2014-15 

 

Background Papers –  
 
Annual Internal Audit Report 2015-16 
Strategic Risk Register 
Heads of Service Assurance Statements for 2015-16 
Statutory Officers Assurance Statements for 2015-16 
 



 ITEM NO.  7.5 
 

 
CANNOCK CHASE DISTRICT COUNCIL 

ANNUAL GOVERNANCE STATEMENT FOR 2015-16 
 

 
1. Scope of Responsibility 
 
1.1 Cannock Chase District Council (the Council) is responsible for ensuring that 

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

 
1.2 In discharging this overall responsibility, the Council is responsible for putting 

in place proper arrangements for the governance of its affairs, facilitating the 
effective exercise of its functions, and which includes arrangements for the 
management of risk. 

 
1.3 The Council has approved and adopted a code of corporate governance, 

which is consistent with the principles of the CIPFA/SOLACE Framework 
Delivering Good Governance in Local Government. This statement explains 
how the Council has complied with the code and also meets the requirements 
of Accounts and Audit (England) Regulations 2015, regulation 6(1)(b), which 
require all relevant authorities to prepare an annual governance statement. 

 
 
2. The Purpose of the Governance Framework 
 
2.1 The governance framework comprises the systems and processes, culture 

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

 
2.2 The system of internal control is a significant part of that framework and is 

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

 
2.3 The governance framework has been in place at the Council for the year 

ended 31 March 2016 and up to the date of approval of the Annual 
Governance Statement. The frame 

work 
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3. The Governance Framework 
 
3.1 The 6 key principles of good governance together with the key elements of the 

systems and processes that supports these principles and an assessment of 
their adequacy is outlined below.  

 

1.  Focusing on the purpose of the authority and on outcomes for the community and 
creating and implementing a vision for the local area 

• The Council’s mission and the intended outcomes for citizens and service users are 
outlined in the Corporate Plan.  The Council’s mission and its strategic objectives are 
reviewed annually. The Council’s priorities are identified through research, consultation 
and community engagement and these are translated into strategic objectives. The 
Council’s Strategic objectives are approved and incorporated into the Corporate Plan and 
Priority Delivery Plans.   

• The Council has a performance management framework to ensure delivery of the 
strategic objectives.  The priorities are cascaded through the authority via the Corporate 
Plan, the Priority Delivery Plans, service delivery plans and employees’ personal 
development reviews.  

• Performance indicators are established and monitored on a regular basis.  Leadership 
Team, Cabinet and the Scrutiny Committees receive quarterly performance reports.  They 
monitor and scrutinise the performance of services and the achievement of targets.  
Heads of Service and Service Managers are held to account for the performance of their 
service areas.  Performance is also managed through service business plans and 
individual employee personal development reviews.   

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

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

� Continuous improvement is driven via the Corporate Plan, the Priority Delivery Plans 
and the Council’s performance management framework.  This provides monitoring 
reports to Leadership Team, Cabinet and the Scrutiny Committees; 

� The Council has appropriate mechanisms (ie Financial Regulations and Contract 
Procedure Rules) in place to ensure that value for money is achieved through the 
procurement of goods and services. 

� From time to time, services are tested against other authorities using national 
benchmarking exercises, which include VFM comparators.   

• Appropriate governance arrangements are put in place for each partnership eg the Local 
Strategic Partnership.  Service Level Agreements have been put in place to ensure 
adequate governance of the 7 services which are shared with Stafford Borough Council. 
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2.  Members and officers working together to achieve a common purpose with clearly 
defined functions and roles 

 

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

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

 

• The Council has 3 statutory officers in place: 
 

� Head of Paid Service – the Managing Director – overall responsibility for the day-to-
day management of the Council  

 
� The s151 Officer – the Head of Finance – has overall responsibility for for the proper 

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

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

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

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

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

 
 In delivering these responsibilities he directs a finance function that is resourced to 

be fit for purpose and includes staff that are professionally qualified and  
experienced. 

  
� The Monitoring Officer - the Head of Law & Administration at SBC has been 

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

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

 

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

 

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

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

 

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

 

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

 

• The Council’s values have been reviewed and are integral to the Corporate Plan.  
Employees and Members have been made aware of the new Values. 

 

4.  Taking informed and transparent decisions which are subject to effective scrutiny 
and managing risk 

 

• There are 6 Scrutiny Committees in place to monitor and challenge the performance of 
the Council and partner organisations where appropriate.  There is a Call-in process in 
place to challenge where appropriate decisions made by Cabinet.  
 

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

 

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

 

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

 

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

 

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

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

strategic risks; and 
� risk management implications are included in committee reports. 
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• There is a system of internal control in place.  At the core of this is the Council’s various 
policies, regulations and procedures eg Financial Regulations, Contract Procedure 
Rules, HR Policies, etc.   

 

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

 

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

 

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

 

5.  Developing the capacity and capability of members and officers to be effective 

 

Members: 
 

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

 

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

 

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

 

Employees: 
 

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

• The Council maintains a comprehensive framework to ensure that it’s employees are 
adequately trained, this includes:   

� An Induction Programme is in place;  

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

� The HR & Training Advisor identifies courses where appropriate for common skills 
gaps;   

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

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

 

6.  Engaging with local people and other stakeholders to ensure robust local public 
accountability 

 

• The Council’s Communications Strategy puts in place a variety of mechanisms to 
communicate with the community and other stakeholders.  These include the Council’s 
website, Chase Matters, specific groups, the Housing Hometalk magazine and the use of 
Social Media.   
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• The authority is open and accessible to the community, service users and its employees. 
The Council is accessible via the Contact Centre, Reception, website and social media.  
Engagement with the Community and stakeholders takes place through a variety of 
mechanisms: 

� Website 
� Social Media 
� Consultation Panel 
� Some specialist community groups in place. 

 

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

 

 
3.2 A key element of the Council’s governance arrangements concerns 

safeguarding.  Cannock Chase District Council has both a moral and legal 
obligation to ensure a duty of care for children and vulnerable adults across its 
services.  

 
We are committed to ensuring that all children and vulnerable adults are 
protected and kept safe from harm whilst engaged in services organised and 
provided by the Council. We do this by:  

 

• Having a Child & Adult Protection Policy and procedure in place endorsed 

by the Staffordshire Safeguarding Children Board and Staffordshire and 

Stoke Adult Safeguarding Partnership   

• Having child & adult protection processes which give clear, step-by-step 

guidance if abuse is identified 

• Safeguarding training programme in place for staff and members 

• Carrying out the appropriate level of DBS checks on staff and volunteers  

• Working closely with Staffordshire Safeguarding Children Board & 

Staffordshire & Stoke-on-Trent Adult Safeguarding Partnership  
 
 

4. Review of effectiveness 
 
4.1 The Council has responsibility for conducting, at least annually, a review of the 

effectiveness of its governance framework including the system of internal 
control.  

 
The review of effectiveness is informed by the work of the executive managers 
within the authority who have responsibility for the development and 
maintenance of the governance environment, the Chief Internal Auditor’s 
annual report, and also by comments made by the external auditors and other 
review agencies and inspectorates. The process that has been applied in 
maintaining and reviewing the effectiveness of the governance framework is 
set out below. 
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4.2 The Audit & Governance Committee - monitors the effectiveness of risk 
management, reviews corporate governance issues, the work of Internal Audit 
and the anti fraud & corruption arrangements throughout the year.   

 
4.3 Internal Audit – is responsible for reviewing the effectiveness of the Council’s 

system of internal control and reporting on its adequacy.  Internal Audit is a 
key source of assurance for the Annual Governance Statement and as such it 
is essential that the Internal Audit function operates in accordance with best 
practice: 

 
(i) Internal Audit operates in accordance with the Public Sector Internal 

Audit Standards. 
 

(ii) A review of the effectiveness of internal audit has been undertaken.  
This review has been undertaken via a self-assessment and a review 
by the Head of Governance. The review concluded that the system of 
internal audit is operating effectively and assurance can be taken from 
the work of Internal Audit. 

 
Internal Audit reviews the internal control system following an audit plan based 
on an assessment of the potential risks for the various systems and 
procedures.  The work undertaken on the annual audit plan for 2014-15 has 
been used to provide an independent view on the adequacy of the governance 
framework.  

 
In their annual report to the Audit & Governance Committee, the Internal Audit 
section has independently assessed the Council’s internal control environment 
as being satisfactory overall based on their work during the year.  Internal 
Audit have not identified any issues for inclusion in the Annual Governance 
Statement. 

 
Where deficiencies in internal control were identified during reviews, 
assurance was provided that these had been or would be resolved in an 
appropriate manner. Such cases will continue to be followed-up as part of the 
routine operation of the Internal Audit function.  

 
4.4 External Audit / Other Review Agencies - during the year the Council 

received the following key reports: 
 

(i) Audit Findings (dated 8 September 2015 and reported to Audit & 
Governance Committee 17 September 2015); and 

(ii) Annual Audit Letter (dated 14 October and reported to Audit & 
Governance Committee 24 November 2015). 

 
The reports offered an unqualified opinion on the Council’s financial 
statements and its arrangements for value for money and effective use of 
resources.  No significant concerns were identified. 
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4.5 Risk Management - during 2015/16 the Audit & Governance Committee 
received regular progress reports regarding the management of strategic risks.   
There are currently 2 red risks for inclusion as significant governance issues: 

 

• Viability/Funding of Cannock Chase Council as a result of public 
expenditure reductions and changes to Government’s funding regime; 
and 

 

• Impact on viability/funding of the Council’s HRA due to the new 
government housing policies. 

 
One Amber Risk has been identified for inclusion through other assurance 
sources and is attributed accordingly. 

 
4.6 Statements of Assurance from Heads of Service - assurances were sought 

from the Heads of Service as to the effectiveness of a number of aspects of 
the Governance Framework as it operates in their service areas. The following 
significant governance issue has been identified: 

 

• The consequences of the Housing & Planning Act. 
 

 4.7 Statements of Assurance from the Statutory Officers - assurances have 
been sought from the Head of Paid Service (ie Managing Director), the 
Monitoring Officer (Head of Law & Administration at SBC) and the s151 Officer 
(Head of Finance) with regard to their responsibilities for governance.  The 
following have been identified as significant governance issues: 

 

• Budgetary issues relating to reductions in public expenditure 

• Management capacity and the Council’s Strategic Priorities 
 

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

 
4.9 We have been advised on the implications of the result of the review of the 

effectiveness of the governance framework by the Audit & Governance 
Committee and that the arrangements continue to be regarded as fit for 
purpose in accordance with the governance framework.  The areas to be 
addressed, including a number of issues outstanding from the previous AGS, 
are outlined below. 

 
 
5. Significant Governance Issues 
 
5.1 The Council’s key governance issues for the year ahead relate to funding, 

capacity and public service reductions.  These have been included as the first 
items in the action plan below.  The latter few items are those that are 
outstanding from the previous AGS. 
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ISSUE OFFICER 
RESPONSIBLE 

TARGET DATE 

Budgetary Issues  

The Council is facing a budget deficit in 
2017-18 and 2018-19 arising from the 
Comprehensive Spending Review (CSR) and 
the loss of business rates arising from the 
closure of Rugeley Power Station. 

Work is ongoing to address this including 
progressing a transitional funding request, 
evaluating government consultation 
responses and determining and 
implementing a Financial Recovery Plan. 

Managing 
Director and 
Head of Finance 

December 2016 

Management capacity and the Council’s 
strategic priorities - this will be managed by 
establishing a clear link between the 
management capacity available and the 
delivery of the Council’s agreed priorities. If 
management capacity has to be reduced 
further, it has to be linked to agreement on 
what priorities / services are no longer going 
to be delivered by the Council.  This is linked 
to work on the Financial Recovery Plan. 

Managing 
Director 

December 2016 

Public Service Reductions in the district 
of Cannock Chase  

Actions include: 

• active approach to consultation on service 
changes; 

• understanding and identifying the impact 
across the district as a whole; and 

• working more closely with partners. 
  

Managing 
Director 

Ongoing 
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ISSUE OFFICER 
RESPONSIBLE 

TARGET DATE 

Housing & Planning Act 

Implementation of proposals from the 
Housing & Planning Act 2016 and the impact 
on viability/funding of the Council’s HRA due 
to the new government housing policies: 
 

• Pay to Stay 

• Starter Homes 

• Fixed Term Tenancies 

• Section 106 Dispute Resolution  

• Disposal of High Value Properties 
 
Policies and Procedures to be developed as 
required. 

Head of 
Housing & 
Waste 
Management 

To be determined 

Financial Regulations 

Now that the Procurement Regulations have 
been approved the review of the Financial 
Regulations can be completed. 

Head of Finance October 2016 

Code of Governance 

This is out of date (due to changes in the 
senior management structure).  

The new Cipfa/SOLACE Code of 
Governance is due out in April.  The 
Council’s Code will be updated following this. 

Head of 
Governance  

 

September 2016 

Employees’ Code of Conduct 

This has not been reviewed for some years 
and needs to be updated.  Now the review of 
Values has been completed, these will be 
incorporated into the Employees Code of 
Conduct. 

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

November 2016 
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ISSUE OFFICER 
RESPONSIBLE 

TARGET DATE 

Information Governance – an information 
governance framework is to be established 
under the direction of a nominated SIRO.  
This will include: 

(i) a review of the existing arrangements 
for Data Protection 

 

(ii) An IT Strategy; and 

 

(iii) Establishing an information governance 
framework. 

 

 

 

Head of 
Environmental 
Health  
 

Head of 
Technology 

 
Head of 
Environmental 
Health  

 

 

 

October 2016 

 

 

September 2016 

 

October 2016 

 
 
We propose over the coming year to take steps to address the above matters to 
further enhance our governance arrangements. We are satisfied that these steps will 
address the need for improvements that were identified in our review of effectiveness 
and will monitor their implementation and operation as part of our next annual review. 
 
 
Signed: 
 
 
……………………………………………………  ………………………… 
 
Leader of the Council               Date  
          
 
 
……………………………………………………  ………………………… 
 
Managing Director                 Date  

 

on behalf of Cannock Chase District Council 
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APPENDIX 2 
PROGRESS REPORT AS AT 31 MARCH 2016 

ON THE SIGNIFICANT GOVERNANCE ISSUES  
FROM THE ANNUAL GOVERNANCE STATEMENT FOR 2015-16 

 
 
KEY TO STATUS INDICATORS: 
 
STATUS DESCRIPTION 

 
The action is making significant progress towards completion or has been completed 

 
THE ACTION IS MAKING SOME PROGRESS TOWARDS BEING COMPLETED 

 
WORK HAS NOT COMMENCED ON THE ACTION 

 
 

No Issue & Action Lead Officer & Timescale Progress/Comments Status 

 Ongoing Issues carried forward from previous AGS  

1 Constitution - the review of the 
Constitution to reflect changes 
and best practice has not yet 
been completed.  The work has 
been completed and is due to 
be approved by Council in 
August 2015.  

Head of Law & 
Administration (Stafford 
Borough Council)  

 

August 2015 

 

The review of the Constitution has now 
been completed and approved by 
Council. 
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No Issue & Action Lead Officer & Timescale Progress/Comments Status 

2 Contract Procedure Rules – in 
need of updating. 

 

 

Financial Regulations – in 
need of updating. 

Legal Services Manager  
and Head of Finance 

September 2015 

A new set of Procurement Regulations 
have been drafted (to replace the current 
Contract Procedure Rules) The 
Procurement Regulations were approved 
by Council in May 2016.  

A revised set of Financial Regulations 
have been drafted but these now need to 
be considered alongside the new 
Procurement Regulations.  

The revised target date for this is October 
2016. 

 

 

 

 

 

 

 

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

Head of Governance  

 

January 2016 

Work on this is on hold pending the 
release of the new Code of Governance 
by Cipfa/SOLACE. This is expected in 
April 2016. 

The revised target date for this is now 
September 2016 

 

 

 

4 Review of the Employee’s 
Code of Conduct – this has not 
been reviewed for some years 
and needs to be updated 

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

March 2016 

Now that work on finalising the values 
has been completed work on reviewing 
the Code of Conduct for Employees will 
commence in 2016-17. 

The revised target date for this is 
November 2016 
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No Issue & Action Lead Officer & Timescale Progress/Comments Status 

5 Key Management & 
Supervisory Controls – review 
to be undertaken with 
Leadership Team and service 
managers of all key supervisory/ 
management controls and key 
projects/significant pieces of 
work to consider their 
effectiveness, priority etc and 
ensure adequate resources are 
available to deliver them 

Leadership Team and Head 
of Governance 

 

Throughout 2015/16 

Initially it was intended to undertake this 
as a separate piece of work.  However, 
due to capacity and other work taking 
priority this has not been possible.  Work 
has commenced on trialling it with the 
Head of Technology and if this is 
successful, the work will be undertaken 
alongside delivery of relevant 
assignments on the Internal Audit Plan.   

 

 

6 Public Service Reductions in 
the district of Cannock Chase 
- actions include: 

• active approach to 
consultation on service 
changes; 

• negotiation on proposals;  

• understanding and identifying 
the impact across the district 
as a whole; and 

• working more closely with 
partners  

Managing Director 

 

Ongoing 

The Cabinet has considered and 
responded to various consultations on 
public sector service reductions eg Minor 
Injuries Unit at Cannock Hospital, Library 
Services, Youth Centres and Supporting 
People cuts.  More recently the Council 
has responded to the public consultation 
from Staffordshire Fire & Rescue Service 
to remove/reduce fire appliances in the 
District. The Council is also working 
closely with Staffordshire Police on a 
transformation prototype to ensure the 
most cost effective approach to 
community safety in the District. 
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No Issue & Action Lead Officer & Timescale Progress/Comments Status 

 Issues for 2015-16 

7 Welfare Reforms – managing 
the transition from Housing 
Benefit to Universal Credit (UC), 
which is due to commence in 
October 2015. 

Agreement to be reached with 
the Department of Work and 
Pensions, subject to funding, on 
the provision of assistance to 
claimants regarding: 

• Personal Budgeting Skills 
(UC is paid directly to the 
claimant (whereas Housing 
Benefit is often paid to the 
landlord). 

• Access to IT facilities and 
skills (UC is expected to be 
claimed online). 

Assistance with the claim 
process for the claimants that 
need the most support. 

Head of Finance 

 

Ongoing 

Agreements with DWP, for the shared 
Benefit Service  to provide support to 
claimants through the 2016-17 financial 
year are now in place 

Universal credit (UC) is now being 
claimed throughout Staffordshire. 
Stafford and Cannock Job Centres 
started to manage UC claims from 
October and December 2015 
respectively.  At this time UC will be 
claimed only by single claimants, who do 
not have complex needs or 
circumstances.  The claimants may or 
may not have Housing Costs to 
consider.  If they are liable for rent, they 
will not claim Housing Benefit but will 
claim UC to include their housing cost.  
Council Tax Support will continue to be 
claimed from the Council. 

The following statistics were provided by 
DWP, as at 11 February 2016, as to the 
numbers of claims, at that time.   

Cannock Jobcentre – 165 live claims 
Stafford Jobcentre – 159 live claims  

At this time 6 Stafford claimants and 15 
Cannock claimants have been referred to 
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No Issue & Action Lead Officer & Timescale Progress/Comments Status 

us for assistance. 

A number of Benefit officers have 
received training from CAB, to the same 
standard as CAB advisers and are 
providing this support alongside any help 
that is needed to claim Council Tax 
Reduction.  Where the support needed is 
of a more complicated nature, or where 
intervention is needed, for example to 
deal directly with multiple debt issues, 
CAB will deal directly with them. 

Timescales as to the role out of UC to 
families and existing Housing Benefit, in 
our area, are not confirmed, but we have 
received confirmation that this will not 
happen during the 2016-17 financial 
year.   

A phased role out, firstly to working aged 
families and then to existing working 
aged claimants will be the next steps, 
with the bulk of the national UC project 
being completed in 2020-21.  

No further information is available as to if 
or how Housing Benefit for pension aged 
claimants might change in the future. 
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No Issue & Action Lead Officer & Timescale Progress/Comments Status 

8 Budgetary Issues – arising 
from the Comprehensive 
Spending Review (CSR). 

Work will continue to prepare for 
the future with regard to 
identifying the level of resources 
likely to be available to the 
Council and in particular the 
impact of ongoing reductions in 
public expenditure. 

 

Managing Director and 
Head of Finance 

 

Ongoing 

The Council received its four year 
government settlement in January 2016 
however details of the future of Business 
Rates Retention and New Homes Bonus 
are still subject to consultation/ 
government response to the consultation. 

The budget for 2016/17 to 2018/19 was 
approved by Council in February 2016 as 
updated by the announcement of the 
anticipated closure of Rugeley Power 
station the summer of 2016.   A balanced 
budget exists for 16/17, subject to the 
use of working balances to mitigate the 
impact of the closure in 2016/17. Material 
deficits now exist in 2017/18 and 2018/19 
and transitional funding has been 
requested from Government to mitigate 
the medium term impact of the Power 
Station closure.  Work is ongoing to 
address this including progressing the 
transitional funding request; evaluating 
government consultation responses and 
determining and implementing a 
Financial Recovery Plan (including and 
excluding transitional funding). 
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No Issue & Action Lead Officer & Timescale Progress/Comments Status 

9 Information Governance – an 
information governance 
framework is to be established 
under the direction of a 
nominated SIRO.  This will 
include a review of the existing 
arrangements for Data 
Protection, Freedom of 
Information, IT Security and the 
IT Strategy. 

 

Head of Environmental 
Health  

 

Head of Technology 

 

March 2016 

Work is in progress on updating the 
Council’s Data Protection Policy and the 
delivery of refresher training.  
Discussions are also taking place with 
regard to establishing and information 
governance framework. 

The revised target dates are as follows: 

(i) Data Protection Policy – October 
2016 

(ii) IT Strategy – September 2016 

(iii) Establishing the information 
governance framework  - October 
2016 

 

 

10 
 

Capacity of Management due 
to reductions needed to meet 
financial savings – this will be 
managed by: 
 
 

Managing Director 
 
Ongoing 

Overall the Council’s management 
capacity is being monitored closely and 
action has already been taken by not 
accepting new project requests in year in 
order to protect capacity to deliver the 
agreed PDP priorities.  Specific 
comments for each of the actions are 
given below: 

 

 

 • ensuring that all priorities in 
the Priority Delivery Plans are 
resourced appropriately; 

 The majority of PDP priorities are on 
target but there are a small number of 
yellow ‘not on target’ areas in part due to 
management capacity. 
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No Issue & Action Lead Officer & Timescale Progress/Comments Status 

 • where necessary, 
considering whether 
resources from other parts of 
the Council can be 
transferred for a period; 

 PDP Priorities not on target are being 
reviewed by Leadership Team and 
resource implications are being re-
considered. 

 

 • Leadership Team maintaining 
an overview of performance 
through “managing the 
business” performance 
indicators; 

 A set of ‘Managing the Business’ 
performance indicators is to be trialled for 
the 2015/16 year end outturn and its 
effectiveness will be reviewed. 

 

 • Requests for additional 
projects may be refused or 
deferred until subsequent 
year(s). 

 A number of requests for new projects in 
year have had to be refused.   
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Report of: Head of Finance 
Contact Officer: Louise Cowen 
Telephone No: 01543 464 710 
Portfolio Leader: Leader of the 

Council 

Key Decision:  No 
Report Track:  Audit & 

Governance Cttee. 
28/06/16 and 
Council 06/07/16 

 

AUDIT & GOVERNANCE COMMITTEE 

28 JUNE 2016 

ANNUAL TREASURY MANAGEMENT REPORT 2015/16 

 

1 Purpose of Report 

1.1 To update Members on treasury management activity and performance during 
the 2015/16 financial year. 

2 Recommendations 

2.1 To note the annual treasury management report for 2015/16 

2.2 To approve the actual 2015/16 prudential and treasury indicators as set out in 
Appendix 1. 

3 Key Issues and Reasons for Recommendation 

3.1 Treasury management activity and performance during the 2015/16 financial 
year. 

4 Relationship to Corporate Priorities 

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

5 Report Detail  

Background  
 

5.1 The Council is required by regulations issued under the Local Government Act 
2003 to produce an annual treasury management review of activities and the 
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actual prudential and treasury indicators for 2015/16.  This report meets the 
requirements of both the CIPFA Code of Practice on Treasury Management (the 
Code) and the CIPFA Prudential Code for Capital Finance in Local Authorities 
(the Prudential Code). 

 
5.2 During 2015/16 the minimum reporting requirements were that the full Council 

should receive the following reports:- 
 

• an annual treasury strategy in advance of the year (Council –  
11 February 2015); 

• a mid year treasury update report (Council - 13 January 2016); 

• an annual review following the end of the year describing the activity 
compared to the strategy (this report). 

 
5.3 The regulatory environment places responsibility on members for the review and 

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

 
5.4 The Council has complied with the requirement under the Code to give prior 

scrutiny to all of the above treasury management reports by the Audit and 
Governance Committee before they were reported to the full Council. 

 
 The Economy and Interest Rates 
 
5.5 Market expectations for the first increase in Bank Rate moved considerably 

during 2015/16 due to many fears including concerns that China’s economic 
growth could be heading towards a hard landing; the potential destabilisation of 
some emerging market countries particularly exposed to the Chinese economic 
slowdown; and the continuation of the collapse in oil prices during 2015 together 
with continuing Eurozone growth uncertainties.  

 
5.6 These concerns have caused sharp market volatility in equity prices during the 

year with corresponding impacts on bond prices and bond yields due to safe 
haven flows.  Bank Rate, therefore, remained unchanged at 0.5% for the 
seventh successive year.  Economic growth (GDP) in 2015/16 has been 
disappointing with growth falling steadily from an annual rate of 2.9% in quarter 
1 2015 to 2.1% in quarter 4. 

 
5.7 The sharp volatility in equity markets during the year was reflected in sharp 

volatility in bond yields.  However, the overall dominant trend in bond yields 
since July 2015 has been for yields to fall to historically low levels as forecasts 
for inflation have repeatedly been revised downwards and expectations of 
increases in central rates have been pushed back.  In addition, a notable trend 
in the year was that several central banks introduced negative interest rates as a 
measure to stimulate the creation of credit and hence economic growth.   

 
5.8 The ECB commenced a full blown quantitative easing programme of purchases 

of Eurozone government and other bonds starting in March at €60bn per month.  
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This put downward pressure on Eurozone bond yields.  There was a further 
increase in this programme of QE in December 2015.  

 
5.9 As for America, the economy has continued to grow healthily on the back of 

resilient consumer demand.  The first increase in the central rate occurred in 
December 2015 since when there has been a return to caution as to the speed 
of further increases due to concerns around the risks to world growth. 

 
5.10 The UK elected a majority Conservative Government in May 2015, removing one 

potential concern but introducing another due to the promise of a referendum on 
the UK remaining part of the EU. The government maintained its tight fiscal 
policy stance but the more recent downturn in expectations for economic growth 
has made it more difficult to return the public sector net borrowing to a balanced 
annual position within the period of this parliament.   

 
Overall Treasury Position as at 31 March 2016 

 
5.11 At the beginning and the end of 2015/16 the Council‘s treasury position was as follows: 

 
 
 
 
 
 
 
 
 
 
 
 
 

Strategy for 2015/16 
 

5.12 The expectation for interest rates within the treasury management strategy for 
2015/16 anticipated low but rising Bank Rate and gradual rises in medium and 
longer term fixed borrowing rates during 2016/17.  Variable, or short-term rates, 
were expected to be the cheaper form of borrowing over the period.  Continued 
uncertainty in the aftermath of the 2008 financial crisis promoted a cautious 
approach, whereby investments would continue to be dominated by low 
counterparty risk considerations, resulting in relatively low returns compared to 
borrowing rates. 

 
5.13 In this scenario, the treasury strategy was to postpone borrowing to avoid the 

cost of holding higher levels of investments and to reduce counterparty risk.   
 
5.14 The sharp volatility in equity markets during the year was reflected in sharp 

volatility in bond yields.  However, the overall dominant trend in bond yields 
since July 2015 has been for yields to fall to historically low levels as forecasts 
for inflation have repeatedly been revised downwards and expectations of 
increases in central rates have been pushed back. 

 

 
TABLE 1 

31 March 
2015 

Principal 

Rate/ 
Return 

Average 
Life yrs 

31 March 
2016 

Principal 

Rate/ 
Return 

Average 
Life yrs 

Total debt (PWLB) £85.8m 4.14% 28.1 £85.0m 4.15% 30.0 

CFR £97.1m - - £96.4m - - 

Over / (under) 
borrowing 

(£11.3m) - - (£11.4m) - - 

Total investments £11.7m 0.75% 0.57 £12.4m 0.65% 0.34 

Net debt £74.1m - - £72.6m - - 
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Borrowing Requirement 
 
5.15 The Council’s underlying need to borrow to finance capital expenditure is termed 

the Capital Financing Requirement (CFR). 
 

 
31 March 

2015 
Actual 

31 March 
2016 

Budget  

31 March 
2016 

Actual 

Capital Financing 
Requirement  

 

£97.074m 

 

£96.582m 

 

£96.419m 

 
Borrowing Rates in 2015/16 

 
5.16 PWLB borrowing rates - the graph below shows how PWLB certainty rates 

have fallen to historically very low levels during the year. 
 

 
 
Borrowing Outturn for 2015/16 

 
5.17 Borrowing – Due to investment concerns, both counterparty risk and low 

investment returns, no borrowing was undertaken during the year. 
 

Investment Rates in 2015/16 
 
5.18 Bank Rate remained at its historic low of 0.5% throughout the year; it has now 

remained unchanged for seven years.  Market expectations as to the timing of 
the start of monetary tightening started the year at quarter 1 2016 but then 
moved back to around quarter 2 2018 by the end of the year.   Deposit rates 
remained depressed during the whole of the year, primarily due to the effects of 
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the Funding for Lending Scheme and due to the continuing weak expectations 
as to when Bank Rate would start rising.  

 

Investment Outturn for 2015/16 
 
5.19 Investment Policy - the Council’s investment policy is governed by CLG 

guidance, which was been implemented in the annual investment strategy 
approved by the Council on 11 February 2015.  This policy sets out the 
approach for choosing investment counterparties, and is based on credit ratings 
provided by the three main credit rating agencies supplemented by additional 
market data (such as rating outlooks, credit default swaps, bank share prices 
etc.). 

 
5.20 The investment activity during the year conformed to the approved strategy, and 

the Council had no liquidity difficulties. 
 
5.21 Investments as at 31 March 2016 -The Council’s investments as at 31 March 

2016 are set out in the table below: 
 

Counterparty Start 
Date 

Maturity Value (£) Rate 

Natwest Bank plc Call 461,000 0.25% 
Standard Life (MMF) Call 1,200,000 0.51% 

Santander 95 day notice account 5,000,000 0.90% 
Credit Suisse 01/10/15 01/04/16 1,000,000 0.68% 
Nationwide Building Society 07/01/16 07/07/16 2,000,000 0.71% 
Bank of Scotland plc 03/03/16 02/09/16 2,724,000 0.75% 
TOTAL   12,385,000 0.65% 

 



   ITEM NO.   8.6 
 

5.22 The chart below illustrates the movement in the level of investments held by the 
Council at each month end during the year. The peak in year was £24.5 million 
and the average balance for the year was £18.4 million. 

 

 
 
5.23 The funds earned an average rate of return for the year of 0.65%.  The 

comparable performance indicator is the average 3 month London Interbank rate 
(LIBID), which was 0.46%.  The Council’s performance exceeds the benchmark 
by some margin and is a reflection of the success of the strategy of investing a 
high proportion of the portfolio with UK and European banks offering good rates 
for fixed term deposits of 6 months and one year. 

 
5.24 Overall investment earnings for the year totalled £199,000. 

6 Implications 

6.1 Financial 
 
 The financial implications have been referred to throughout the report. 
 
6.2 Legal 
 
 The legal implications have been referred to throughout the report. 
 
6.3 Human Resources 
 
 There are no human resource implications arising from this report. 
 
6.4 Section 17 (Crime Prevention) 
 
 There are no implications arising from this report. 
 
 
 



   ITEM NO.   8.7 
 

6.5 Human Rights Act 
 

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

 
6.6 Data Protection 
 
 There are no implications arising from this report. 
 
6.7 Risk Management 
 
 Treasury management is a high risk area due to the large amounts of money 

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

 
6.8 Equality & Diversity 
 
 There are no identified implications arising form this report. 
 
6.9 Best Value 
 
 The strategy ensures that best value is provided to the Council. 

 

7 Appendices to the Report 

Appendix 1 2015-16 Prudential and Treasury Indicators 

Previous Consideration 

None   
 

 

Background Papers 

Available in Financial Services. 



 



   ITEM NO.   8.8 
 

Appendix 1 
 

1.  PRUDENTIAL INDICATORS 2014/15 2015/16 2015/16 

 actual estimate actual 

 £'000 £'000 £'000 

    

Capital Expenditure  12,438 22,071 17,335 

  
 

  

Ratio of financing costs to net revenue stream (GF) 4.1% 4.3% 3.2% 

    

Gross debt 85,805 85,005 85,005 

    

Capital Financing Requirement as at 31 March 97,074 96,582 96,419 

    

2.  TREASURY MANAGEMENT  INDICATORS     

    

Authorised Limit for external debt -  105,605 108,082 108,082 

    

Operational Boundary for external debt 100,355 96,582 96,582 

    

Actual external debt 85,805 85,005 85,005 

    

Upper limit for fixed interest rate exposure 100% 100% 100% 

Upper limit for variable rate exposure 75% 75% 75% 

    

Upper limit for total principal sums invested for over 
364 days 

£10 million £10 million £10 million 

 
 

Maturity structure of fixed rate borrowing during 2015/16 upper limit lower limit 

under 12 months  100% 0% 

12 months and within 24 months 100% 0% 

24 months and within 5 years  100% 0% 

5 years and within 10 years 100% 0% 

10 years and above 100% 0% 
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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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Introduction

Members of the Audit Committee can find further useful material on our website 

www.grant-thornton.co.uk, where we have a section dedicated to our work in the public 

sector. Here you can download copies of our publications including:

• Better Together: Building a successful joint venture company; 

http://www.grantthornton.co.uk/en/insights/building-a-successful-joint-venture-

company/

• Knowing the Ropes – Audit Committee; Effectiveness Review ; 

www.grantthornton.co.uk/en/insights/knowing-the-ropes--audit-committee-

effectiveness-review-2015/

• Making devolution work: A practical guide for local leaders (October 2015) 

www.grantthornton.co.uk/en/insights/making-devolution-work/

If you would like further information on any items in this briefing, or would like to 

register with Grant Thornton to receive regular email updates on issues that are of 

interest to you, please contact either your Engagement Lead or Engagement Manager.

This paper provides the Audit Committee with a report 

on progress in delivering our responsibilities as your 

external auditors. 
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Progress at June 2016

2015/16 work Completed Comments

Fee Letter 
We issued the 'Planned fee letter for 2015/16 in April 2015. April 2015 We have also recently issued the fee letter for 2016/17, with no change to the fee proposed.

Accounts Audit Plan
We are required to issue a detailed accounts audit plan to the 
Council setting out our proposed approach in order to give an 
opinion on the Council's 2015/16 financial statements.

We also inform you of any subsequent changes to our audit 
approach.

March 2016
This was presented to the Audit Committee in March 2016.

Interim accounts audit 
Our interim fieldwork visit includes:
• updating our review of the Council's control environment
• updating our understanding of financial systems
• review of Internal Audit reports on core financial systems
• early work on emerging accounting issues
• early substantive testing

March 2016 Interim audit findings for the work completed to date are included in this report (pages 7 - 8). 

As part of our formal communication between auditors and the council's Audit and Accounts 
Committee, as 'those charged with governance' we prepare a specific report which covers 
some important areas of the auditor risk assessment where we are required to make inquiries 
of management and the Audit Committee under auditing standards. This was also presented
to the Audit Committee in March.

Progress against plan
On track

Opinion and VfM conclusion

Plan to give before deadline of  
30 September 2016

Outputs delivered

Fee letter, Progress Reports, delivered 
to plan
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Progress at June 2016 (continued)

2015/16 work Completed Comments

Final accounts audit
Including:
• audit of the 2015/16 financial statements
• proposed opinion on the Council's accounts

Planned for July –
August 2016

We are planning to complete our audit by 31st August as part of the 
transition to the earlier closedown and audit cycle that is required 
from 2018.

To help the Council prepare appropriate evidence to support the 
financial statements, we have provided a schedule of the working 
papers that we expect and discussed the implications of emerging 
accounting matters with finance staff.

Value for Money (VfM) conclusion
The scope of our work has changed and is set out in the final guidance issued by the 
National Audit Office in November 2015. The Code requires auditors to satisfy themselves 
that; "the Council has made proper arrangements for securing economy, efficiency and 
effectiveness in its use of resources".
The guidance confirmed the overall criterion as; "in all significant respects, the audited 
body had proper arrangements to ensure it took properly informed decisions and deployed 
resources to achieve planned and sustainable outcomes for taxpayers and local people".
The three sub criteria for assessment to be able to give a conclusion overall are:
• informed decision making
• sustainable resource deployment
• working with partners and other third parties

Field work in March –
July, formal 
conclusion reported 
by 30 September 
2016

We set out the result of our initial risk assessment and the 
proposed focus of our work in our audit plan which was 
communicated in March 2016.

The results of our VfM audit work and the key messages arising will 
be reported in our Audit Findings Report.

We will include our conclusion as part of our report on your financial 
statements which we will give by 30 September 2016.
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Results of  interim audit work

Work performed Conclusion

Internal audit We have completed a high level review of internal audit's overall 
arrangements. We have also considered the outcome of internal 
audit's work on the Council's key financial systems to date.

Overall, we have concluded that the arrangements for internal audit contribute to an 
effective internal control environment.

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

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

• 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

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

Journal entry 
controls

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

Further work will be completed at the accounts visit to extract journals which meet our 
definition of large and/or unusual for detailed review.

The findings of  our interim audit work, and the impact of  our findings on 
the accounts audit approach, are summarised below.
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Results of  interim audit work

Work performed Conclusion

Walkthrough
testing

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 – namely employee remuneration and operating expenses.

Our work has not identified any issues that we wish to highlight for your 
attention.

Employee 
remuneration

In our testing completed to date we have:
• performed a trend analysis for the first 11 months of the year to identify areas which 

may require additional procedures.
• tested a sample of items of payroll expenditure from months 1 to 11 to source 

documents and to contract documentation to confirm the accuracy of pay.

Our work has not identified any issues that we wish to highlight for your 
attention.

Further testing will be carried out at our accounts audit visit.

Operating 
expenditure

We tested a  initial sample of operating expenses from months 1 to 11 to ensure they 
are valid expenses and have been accurately accounted for in the correct period.

Our work has not identified any issues that we wish to highlight for your 
attention. 

Housing benefit 
expenditure

In our testing completed to date we have:

• confirmed the correct parameters have been entered into the housing benefit 
system

Our work completed to date, has not identified any issues that we wish to 
highlight for your attention. 

Income We have confirmed the receipt of significant grant income to supporting documentation 
and determined whether the revenue has been correctly accounted for and whether 
any conditions have been appropriately complied with.

We have also obtained supporting documentation for council tax precepts

Our work has not identified any issues that we wish to highlight for your 
attention. 

Assets We have verified a sample of the Council's property assets to ensure physical 
existence as well as agreeing ownership of such assets to deeds.

Our work to date has not identified any issues that we wish to highlight 
for your attention. 

We have carried out some substantive testing at this early stage of  the audit 
and this will be extended at the accounts audit.
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Better Together: 
Building a successful joint venture company

Local government is evolving as it 

looks for ways to protect front-line 

services. These changes are picking 

up pace as more councils introduce 

alternative delivery models to 

generate additional income and 

savings.

'Better together' is the next report in our series looking at 

alternative delivery models and focuses on the key areas 

to consider when deciding to set up a joint venture (JV), 

setting it up and making it successful. 

JVs have been in use for many years in local government 

and remain a common means of delivering services 

differently. This report draws on our research across a 

range of JVs to provide inspiring ideas from those that 

have been a success and the lessons learnt from those 

that have encountered challenges. 

Key findings from the report:

• JVs continue to be a viable option – Where they have 

been successful they have supported councils to 

improve service delivery, reduce costs, bring 

investment and expertise and generate income

• There is reason to be cautious – Our research found a 

number of JVs between public and private bodies had 

mixed success in achieving outcomes for councils

• There is a new breed of JVs between public sector 

bodies – These JVs can be more successful at working 

and staying together. There are an increasing number 

being set up between councils and wholly-owned 

commercial subsidiaries that can provide both the 

commercialism required and the understanding of the 

public sector culture.

Our report, Better Together: Building a successful joint 

venture company, can be downloaded from our website: 

http://www.grantthornton.co.uk/en/insights/build

ing-a-successful-joint-venture-company/

Grant Thornton reports
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Knowing the Ropes – Audit 
Committee Effectiveness Review 

We have published our first cross-sector review of  Audit 

Committee effectiveness encompassing the corporate, not 

for profit and public sectors. 

It provides insight into the ways in which audit committees can create an effective role 

within an organisation’s governance structure and understand how they are perceived 

more widely. The report is structured into four key issues:

• What is the status of the audit committee within the organisation?

• How should the audit committee be organised and operated?

• What skills and qualities are required in the audit committee members?

• How should the effectiveness of the audit committee be evaluated?

The detailed report is available here 

http://www.grantthornton.co.uk/en/insights/knowing-the-ropes--audit-committee-

effectiveness-review-2015/

Grant Thornton reports
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Fighting Fraud and Corruption Locally 

Fighting Fraud and Corruption 

Locally is a strategy for English local 

authorities that is the result of  

collaboration by local authorities and 

key stakeholders from across the 

counter fraud landscape .

This strategy is the result of an intensive period of 

research, surveys, face-to-face meetings and workshops. 

Local authorities have spoken openly about risks, barriers 

and what they feel is required to help them improve and 

continue the fight against fraud and to tackle corruption 

locally.

Local authorities face a significant fraud challenge. Fraud 

costs local authorities an estimated £2.1bn a year. In 

addition to the scale of losses, there are further 

challenges arising from changes in the wider public 

sector landscape including budget reductions, service 

remodelling and integration, and government policy 

changes. Local authorities will need to work with new 

agencies in a new national counter fraud landscape.

The strategy:

• calls upon local authorities to continue to tackle fraud 

with the dedication they have shown so far and to 

step up the fight against fraud in a challenging and 

rapidly changing environment

• illustrates the financial benefits that can accrue from 

fighting fraud more effectively

• calls upon central government to promote counter 

fraud activity in local authorities by ensuring the right 

further financial incentives are in place and helping 

them break down barriers to improvement

• updates and builds upon Fighting Fraud Locally 2011 

in the light of developments such as The Serious and 

Organised Crime Strategy and the first UK Anti-

Corruption Plan

• sets out a new strategic approach that is designed to 

feed into other areas of counter fraud and corruption 

work and support and strengthen the ability of the 

wider public sector to protect itself from the harm 

that fraud can cause.

The strategy can be downloaded from 

http://www.cipfa.org/services/counter-fraud-

centre/fighting-fraud-and-corruption-locally

CIPFA publication
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