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Mr M. Berry Your Ref:  

Extension No: 
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E-Mail: mattberry@cannockchasedc.gov.uk  
 
21 March, 2016 
 

 

Dear Councillor, 
 
AUDIT & GOVERNANCE COMMITTEE 
4:00PM, TUESDAY 31 MARCH 2016 
ESPERANCE ROOM, CIVIC CENTRE, CANNOCK 
 

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) 
Pearson, A. (Vice-Chairman) 

 
Bowater, J. 
Freeman, Miss M.A. 
Hardman, B. 

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

 



 

   

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 24 November, 2015 (enclosed). 

  
4. Quarter 3 2015-16 Internal Audit Report  

 
Report of the Chief Internal Auditor (Item 4.1 – 4.9). 

  
5. Internal Audit Plan 2016-17 

 
Report of the Chief Internal Auditor (Item 5.1 – 5.18). 

  
6. Risk Management Policy & Strategy 

 
Report of the Head of Governance (Item 6.1 – 6.17). 

  
7. Cannock Chase District Council Certification Letter  2014-15 

 
Report of the External Auditors (Item 7.1 – 7.3). 

  
8. Cannock Chase District Council Audit Plan 2015-16 

 
Report of the External Auditors (Item 8.1 – 8.20). 

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

 
Report of the External Auditors (Item 9.1 – 9.21). 
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CANNOCK CHASE COUNCIL 
 

MINUTES OF THE MEETING OF THE 
 

AUDIT AND GOVERNANCE COMMITTEE 
 

HELD ON TUESDAY 24 NOVEMBER 2015 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:         Andrew Reid, Senior Manager – Grant Thornton (External Auditors) 
 

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

  
18. 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. 

  
19. Minutes 

 
Minute No. 16 – Internal 2015-16 Quarter 1 Report 
 
Councillor Pearson reported that he had yet to receive a response to his query 
regarding ‘lost’ Section 106 funding. 
 
The Deputy Head of Finance replied that she would consult with the Head of 
Finance on this matter to see what information could be provided. 
 
RESOLVED: 
 
That the Minutes of the meeting held on 17 September, 2015, be approved as 
a correct record and signed. 
 
 
 
 

  



Audit and Governance Committee – 24/11/15 12 

20. Internal Audit 2015-16 Quarter 2 Report 
 
Consideration was given to the Report of the Chief Internal Auditor (Item 4.1 – 
4.3 plus Appendix 1 of the Official Minutes of the Council). 
The Chief Internal Auditor drew Members’ attention to the following aspects of 
the report: 
 

• Audit plan progress 

• Audits completed – updates on those audits given a ‘partial’ assurance 

• Audit follow-ups completed 

• Other work carried out by the Audit team 
 
In respect of creditors (report paragraphs 3.4 and 3.5), a Member queried if 
work (such as grounds maintenance and installation of play equipment etc.) 
was checked before invoices were paid.  The Chief Internal Auditor replied that 
it was standard practice for relevant Officers to carry out completion checks on 
such works before invoice payments were authorised. 
 
In respect of the Members’ Allowances & Other Expenses audit (report 
paragraphs 4.4 and 4.5), the Head of Governance advised Members that the 
Council’s Independent Remuneration Panel was currently undertaking its latest 
review of the Members’ Allowances Scheme and was due to report its findings 
and recommendations to Council on 13 January 2016 in order to meet the 
timings of the latest budget cycle. 
 
The Chief Internal Auditor advised that the pensions testing work undertaken 
for Staffordshire County Council (SCC) (report paragraph 5.1) could only be 
given a qualified assurance due to SCC not providing figures for which it had 
asked assurance to be given. 
 
RESOLVED: 
 
That the contents of the Report be noted. 

  
21. Strategic Risk Register Report 

 
Consideration was given to the Report of the Head of Governance (Item 5.1 – 
5.18 of the Official Minutes of the Council) (presented by the Risk & Resilience 
Manager). 
 
The Risk & Resilience Manager reported that following the adoption of the new 
Corporate Plan by Council in August 2015 the Strategic Risk Register had 
been reviewed, and four new risks added as a result of that review (report 
paragraph 5.1).  Additionally, the status of three existing risks remained the 
same, and one risk removed as the relevant work had been completed. 
 
RESOLVED: 
 
That progress during the period 1 April 2015 to 30 September 2015 be noted. 
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22. Annual Governance Statement Progress Report 
 
Consideration was given to the Report of the Head of Governance (Item 6.1 – 
of the Official Minutes of the Council). 
 
The Head of Governance reported that of the three significant governance 
issues where no action had yet been taken, one was due to issues around 
capacity and the remaining two were due to matters outside of Officers’ control. 
 
RESOLVED: 
 
That the contents of the Report be noted. 

  
23. Treasury Management – Mid Year Report 2015-16 

 
Consideration was given to the Report of the Head of Finance (Item 7.1 – 7.14 
of the Official Minutes of the Council) (presented by the Deputy Head of 
Finance). 
 
The Deputy Head of Finance advised that in paragraph 5.9 of the report, the 
minimum sovereign rating set by the Council of AA- had been accidentally 
omitted.  Members were also advised that the increased capital expenditure for 
the Culture & Sport portfolio (report paragraph 5.25) was due timing of when 
various projects/schemes had taken place, rather than additional costs. 
 
A Member queried why capital expenditure for the Environment portfolio had 
increased by nearly £700,000 (report paragraph 5.25).  The Deputy Head of 
Finance replied that she would check the detail behind this and report back. 
 
A Member queried if the investment with the Royal Bank of Scotland (RBS) 
which had matured on 1 October 2015 would be reinvested (appendix 1 of the 
report).  The Deputy Head of Finance replied that at the time of maturity it 
hadn’t been re-invested with RBS as no alternative options were available, and 
at this current time there were no plans in place to do so. 
 
RESOLVED: 
 
That: 
 
(A) The Report, treasury activity and the prudential indicators for 2015/16 be 

noted. 
 

(B) Changes to the credit methodology be approved, whereby viability, 
financial strength and support ratings will not be considered as key criteria 
in the choice of creditworthy investment counterparties. 

  
24. Annual Audit Letter for Cannock Chase District Council 2014-15 

 
Consideration was given to the Report of the External Auditors (Item 8.1 – 8.7 
of the Official Minutes of the Council). 
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Andrew Reid advised that under Audit Commission arrangements the External 
Auditors were required to submit an annual audit letter to the Council each 
year, which summarised the key messages of and activity undertaken by the 
Auditors in the preceding year. 
 
Members were also advised that work on certification of housing benefit grant 
claim and pooling of housing capital receipts grant claim was due to be 
completed by the end of November. 
 
RESOLVED: 
 
That the Report of the External Auditors be noted. 

  
  
 The meeting closed at 4:45pm. 
  
  
  
 CHAIRMAN 
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Report of: Chief Internal 
Auditor 

Contact Officer: Stephen 
Baddeley 

Telephone No: 01543 464415 
Report Track:  Audit & 

Governance 
Committee Only 

 
 

AUDIT & GOVERNANCE COMMITTEE 

31 MARCH 2016 

INTERNAL AUDIT - QUARTER 3 REPORT 2015-16 

 
 

1 Purpose of Report 

 
1.1 To present to the Audit & Governance Committee for information the Internal 

Audit Quarter 3 Report for 2015-16. 
  

2 Recommendations 

 
2.1 That the Committee notes the contents of the Internal Audit Report for Quarter 

3 of 2015-16. 
 
2.2 That the committee approve the revision to the Audit Plan as set out in 

Appendix 5 
 

3 Key Issues and Reasons for Recommendation 

 
3.1 At the end of the quarter eleven audits had been completed at least to draft 

report stage and a further five audits were in progress. No Limited Assurance 
Audits have been issued in the quarter.   

 
3.3 It is unlikely that the full Audit Plan for 2015-16 will be completed in the year 

due to factors set-out in the body of the report. A revised Audit Plan has been 
prepared and is being presented to the Committee for approval.  

 

4 Report Detail  

 
5.1 The report is a snapshot view of the areas at the time that they were reviewed 

and does not necessarily reflect the actions that have been or are being taken 
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 
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of the committee any relevant areas where significant weaknesses have not 
been addressed by managers. 
  

5.2 Appendix 1 shows the performance of the section which has slipped slightly 
due to sickness absence in the team, some audits taking longer to complete 
than anticipated due to the changes in audit methodology and some difficulties 
in accessing staff to carry out audit work or requests to delay the audit due to 
operational matters. However the impact of this is partially offset by 2 audits 
from 2014-15 which have been completed in 2015-16.   
 

5.3 As the section is unlikely to complete all of the planned work a number of 
audits have been deferred. These are detailed in Appendix 5 along with a 
narrative to explain why the area has been selected for deferral. The audits 
deferred will be included in the Audit Plan for 2016-17.   
 

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

 
Number of 

Audits 
Assurance Definition 

0 
Substantial 

���� 

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

4 
Partial 

▲ 
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.  

0 
Limited 

���� 

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

 
5.5 Appendix 3 lists the audits that were in progress but had not been completed 

to draft report stage by the end of the quarter.  
  

5.6 Appendix 4 contains the details of the follow-up audit issued in the quarter. 
One has been completed and this has led to a revised audit opinion being 
issued and the area is now classed as Substantive.   

 

5 Implications 

 
5.1 Financial  
 
 None 
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5.2 Legal  
 
 None 
 
5.3      Human Resources 
 
 None 
 
5.4 Section 17 (Crime Prevention)  
 
 None 
 
5.5 Human Rights Act 
 
 None 
 
5.6 Data Protection 
 
 None 
 
5.7 Risk Management  
 
 None 
 
5.8 Equality & Diversity 
 
 None 
 
5.9 Best Value 
 
 None 
 
 

6         Appendices to the Report 

 
 Appendix 1 – Audit Performance 
 Appendix 2 – Audits Completed in Quarter 3 
 Appendix 3 – Audits In progress 
 Appendix 4 – Audit Follow-ups completed in the Quarter 
 Appendix 5 – Revision of the Internal Audit Plan for 2015-16 
 
Background Papers 
 

• Audit Plan File  

• Audit Time Recording System 

• Internal Audit Reports 
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Appendix 1  - Audit Performance  

 

Breakdown of the Planned Delivery of the Audit Plan by Quarter 

 

Target 
Completion 

Quarter % 
No of Audits 
for Quarter 

Cumulative 
% 

Cumulative Total 
Number of Audits 

Quarter 1 11 3 11 3 

Quarter 2 25 7 36 10 

Quarter 3 25 7 61 17 

Quarter 4 39 11 100 28 

 

Cumulative Performance Information at the end of the Quarter 

 

 Planned Audits 
Actual Audits 

Complete % Of Completed Work In Progress % WIP & Complete 

Audit Plan 17 11 64.7% 5 94.1% 

Commentary 

Delivery against the 2015-16 plan is slightly lower than anticipated due to some audits 

taking longer to complete. This is due to the changes in audit methodology and some 

difficulties in accessing staff to carry out audit work or requests to delay the audit due 

to operational matters. The number of completed audits above includes 2 audits which 

have been completed in 2015-16 but which formed part of the 2014-15 Audit Plan.  

 

 

  

ITEM NO.  4.4
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Appendix 2 - Audits Completed in Quarter 3 

Audit 
Head of 
Service 

Status 
Number of 

Recommendations 
Assurance Comments & Key Issues 

Value Added Tax 
Financial 

Management � 
Draft 3 

Partial 

 

• The Action Plan produced by the section in 2014 needs to 
be implemented. It is recognised that the delay in 
recruitment of the relevant Principal Accountant has 
affected this. 

• The timetable for completion of the VAT returns needs to 
be established and allow sufficient time for the return to be 
checked before issue. 

• It is important that the level of Exempt Supply Input VAT 
continues to be effectively monitored and managed to 
ensure the 5% limit is not breached to avoid the Council 
having to repay the VAT recovered under this for the 
financial year.  

Abavus (Webforms 

Application) IT 

Audit 

Technology / 

Environmental 

Health 

Final 8 
Partial 

 

• Due to the large amount of user configuration there is a 
lack of full change management documentation & formal 
processess which is a risk if the system has to be re-built.  

• There is no evidence that a Privacy Impact Assessment 
was carried out on the system or its processing of personal 
date prior to the system going live.The PIA is a way of 
ensuring the Council has ensured it is complying with its 
Data Protection responsibilities. 

ITEM NO.  4.5
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Audit 
Head of 
Service 

Status 
Number of 

Recommendations 
Assurance Comments & Key Issues 

Housing Property 

Services 

Housing & 

Waste 

Management 

Draft 7 
Partial 

 

• Work is needed to assess the impact of the reduction in 
rents on the programme of improvements to Council 
houses. 

• There are still some outstanding queries which means the 
final sign-off of the 2011-12 External Envelope Works 
contract can not be carried out. This leaves a potential 
liability of  £30-40,000 of additional costs on the Council. 

• Procedures and reports need to be updated and agreed 
following the implementation of the new Housing IT 
System. 

• One recommendation was not accepted by management 
to implement within the timescale required by Internal 
Audit. This related to the retendering of the Quantity 
Surveyor contract due to some potential issues with the 
original procurement. Management will formally retender 
this by 2018 when the current agreement ends.  

Community 

Infrastructure Levy 

Economic 

Development 
Final 5 

Partial 

 

• Work is still needed to finalise and document some of the 
processes particularly around the monitoring of income 
and distribution of funds to Parish Councils.  

• Work is needed to agree the distribution of funds to 
projects and for the approval of projects for funding by the 
CIL to establish the approved list (R123 List)  

�Services led by Cannock Chase District Council as part of Shared Services  

  

ITEM NO.  4.6
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Appendix 3  - Audits in Progress 

 

Audit Head of Service 

Revaluation, Regrade & Honoraria Procedures Head of HR� 

Asset Management 
Economic 

Regeneration 

Managing Absence Head of HR� 

Housing Rents 
Housing & Waste 

Management 

New Social Housing Build 
Housing & Waste 

Management 

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

 

ITEM NO.  4.7
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Appendix 4 - Audit Follow-ups Completed in the Quarter 

 

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 

Miscellaneous 

Housing Act 

Responsibilities 

Environmental 

Health 

Partial 

 

1 0 0 1 
Substantial 

 

 

 

 

  

ITEM NO.  4.8
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Appendix 5 – Revision of the Internal Audit Plan for 2015-16 

 

Audit Head of Service 

Comments 

Civil Contingencies (Emergency Planning 

& Business Continuity Planning 
Governance 

It has been agreed with the Head of Governance to defer this review 

to give the revised Major Incident Plan processes time to bed in. The 

audit will now be carried out as part of the 2016-17 Internal Audit Plan. 

Equality & Diversity Governance 

It has been agreed with the Head of Governance to defer this review 

due to vacancies in the team in 2015-16. The audit will now be carried 

out as part of the 2016-17 Internal Audit Plan.  

Central Control (Social Alarms & CCTV Commissioning 

It has been agreed with the Head of Commissioning to defer this 

review due to time commitments in the team in relation to the 

relocation of the facility. The audit will now be carried out as part of the 

2016-17 Internal Audit Plan.  

 

ITEM NO.  4.9
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Report of: Chief Internal 
Auditor 

Contact Officer: Stephen 
Baddeley 

Telephone No: 01543 464415 
Report Track:  Audit & 

Governance 
Committee only 

 
 

AUDIT & GOVERNANCE COMMITTEE 

31 MARCH 2016 

INTERNAL AUDIT PLAN 2016-17 

 
 

1 Purpose of Report 

 
1.1 To present to the Audit & Governance Committee the Internal Audit Plan for 

2016-17 
 

2 Recommendations 

 
2.1 That the Committee approves the Audit Plan for 2016-17.  
 

3 Key Issues and Reasons for Recommendation 

 
3.1 Internal Audit has a duty to provide the Council with an annual opinion on the 

effectiveness of its internal control environment and governance 
arrangements. The work of Internal Audit is also used as one of the sources of 
assurance for the Annual Governance Statement. 

  
3.2 Internal Audit is required to produce a plan of work to ensure that it can give 

an appropriate opinion on the Council’s key risk areas and systems and 
provide sufficient coverage for the production of the Annual Governance 
Statement.  

 
3.3 The Audit Plan is determined via a risk assessment exercise and the results of 

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

 
 
 
 
 



 ITEM NO.   5.2 
 

4 Report Detail  

 
4.1 Internal Audit is an assurance function which primarily provides an 

independent and objective opinion to the Council on its governance 
arrangements and internal controls. The Internal Audit Section does this by 
conducting an independent appraisal of all the Council’s activities, financial 
and otherwise. It provides a service to the whole of the Council and to all 
levels of management.  

  
4.2 To provide this assurance Internal Audit conducts an annual risk assessment 

and determines an audit plan for the year. 
 

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

 
4.4 A copy of the full audit needs assessment undertaken for 2016-17 is attached 

as Appendix 2. This shows two elements:- 

• The areas delivered as a Shared Service with Stafford Borough Council; 
and  

• Those services solely delivered by Cannock Chase District Council. 
 
4.5 The risk assessment uses a number of factors to calculate a risk score for 

each area and the resulting scores are banded into three risk categories  
 

• High (scores over 100);  

• Medium (scores 50-99); and  

• Low (scores upto 49).   
 

4.6 As in previous years the audit areas have then been ranked by the risk 
category to determine those audits that will be undertaken in 2016-17.  
 

4.7 The outcome of the risk assessment has resulted in the following 
categorisation of risk scores: 

 
Audit Universe – Number of Audits by Risk 

  
Cannock 
Chase 

 
Shared 

High 2 5 
Medium 69 36 
Low 0 1 

Total 71 42 
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4.8 The resource available for the delivery of the Audit Plan across both 
authorities in 2016-17 is 835 days, the full details are shown in Appendix 3. 
This is considered sufficient to cover enough work to adequately inform the 
Annual Audit Opinion for 2016-17.   
 

4.9 This is broken down into: 
 

4.10 The resources available within the Internal Audit Section were then compared 
to the risk assessment in order to determine those audits that will be 
undertaken in 2016-17 and form the basis of the Audit Plan, with priority given 
to the highest risk scoring areas. Although most of the work of the team is 
contained in the Audit Plan some time is also set-aside for other work carried 
out by the team. This includes fraud related work, other consultancy reviews, 
provision of ad hoc advice and special investigations. 

 
 
4.11 Internal Audit has sufficient resources to review all of the High Risk areas in 

the risk assessment for the Cannock Chase specific audits (those scoring 100 
or higher) and a proportion of the medium risk areas, i.e. those with a score 
over 85. However a decision has been taken not to include one of the High 
Risk Audits. Refuse Collection & Recycling due to the changes in service 
delivery in the year.  

 
4.12 The Audit Plan for 2016-17 covering the Shared Service Audits and the 

Cannock Chase Specific Audits is included in Appendix 1.  
 
4.13 The Cannock Chase Specific Audit Plan equates to 16 out of a possible 71 

audits that have been risk assessed (approximately 22.5%) and comprises 
50% (1/2) of the High Risk areas and 20% (14/69) of the medium risk areas 
(those with a score of 84 or more). 

 
4.14 In addition to the Cannock Chase Specific work 12 audits have been included 

for Shared Service areas. This comprises all of the High Risk areas (5/5) and 
7 of the 36 (19%) medium risk areas (those scoring over 85). The plan 
equates to 29% of the 42 Shared Service Audits that have been identified. 
 

4.15 For the large financial systems which appear on the Audit Plan annually 
(Housing Benefits, Council Tax, NNDR and Payroll) the section reviews a 
portion of the system in detail each year. This provides full coverage of the 
system over a 2-3 year period.  
 

Allocation of Resources to Audit Plan Requirements 
 
Shared Service Audits   

 
250 

Cannock Specific Audits   244 
Stafford Specific Audits   281 
IT Audit Plan      60 
Total Days   835 
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4.16 This year the audits have also been categorised into 3 types: 
 

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

• Assurance Functions – These are functions which provide the Council 
with information about how well other systems are operating e.g. risk 
management, performance management and budget monitoring. 

• Operational Audits – These are the functions of the Council which 
provide a service to the public or ensure that the Council functions 
operate e.g. Grounds Maintenance, Housing Allocations and Food 
Safety Inspections. 

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

 
  

 Number   % 
Key Finance Systems 10 36 
Assurance Functions 3 11 
Operational Audits  15 53 
Total  28 100 

 
4.18 It is considered that the current resources of the Internal Audit section will 

allow sufficient work for an appropriate opinion to be given on the Council’s 
key risk areas and systems and provide sufficient coverage for the production 
of the Annual Governance Statement.  

 
4.19 The risk based approach to audit planning results in a comprehensive range of 

audits that are undertaken during the course of the year to support the overall 
opinion on the control environment.  Examples include:- 

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

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

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

4.20 The IT Audit Plan for 2016-17 has not yet been developed; this will be 
presented to a future meeting of the Audit & Governance Committee for 
approval. 

 

5 Implications 

 
5.1 Financial  
 
 None 
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5.2 Legal  
 
 None 
 
5.3      Human Resources 
 
 None 
 
5.4 Section 17 (Crime Prevention)  
 
 None 
 
5.5 Human Rights Act 
 
 None 
 
5.6 Data Protection 
 
 None 
 
5.7 Risk Management  
 
 None 
 
5.8 Equality & Diversity 
 
 None 
 
5.9 Best Value 
 
 None 
 
 

6         Appendices to the Report 

 
 Appendix 1 – Internal Audit Plan 2016-17 
 Appendix 2 – Audit Needs Assessment 2016-17 
 Appendix 3 – Available Audit Resources 2016-17 
  
Background Papers 
 

• Audit Plan File  
 



 



 ITEM NO.   5.6 
 

Appendix 1 
Cannock Chase DC Internal Audit Plan for 2016-17 
 
Shared Service Audits 
 

Audit Area System Description 
Council 
Priority 

Type 
Service 

Lead Officer 
Planned 

Days 
Rank 

Housing Benefits 

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

Customers 
Key Finance 

System 

Head of 
Financial 

Management 
25 High 

Council Tax 

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

Customers 
Key Finance 

System 

Head of 
Financial 

Management 
25 High 

National Non-
Domestic Rates 

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

Customers 
Key Finance 

System 

Head of 
Financial 

Management 
20 High 

Payroll 

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

Customers 
Key Finance 

System 
Head of HR 

� 
25 High 

Pensions 
Assurance for the 

County 

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

Customers 
Key Finance 

System 
Head of HR 

�  
10 High 

Capital Strategy & 
Capital Programme 

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

Customers 
Key Finance 

System 

Head of 
Financial 

Management 
20 Medium 

Bank Reconciliation  
A review of the Banking 
operation of the Council  

Customers 
Key Finance 

System 

Head of 
Financial 

Management 
20 Medium 

Fairer Charging 
Service 

Functions transferred to HB 
from the County 

Customers 
Operational 

Audit 

Head of 
Financial 

Management 
20 Medium 
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Audit Area System Description 
Council 
Priority 

Type 
Service 

Lead Officer 
Planned 

Days 
Rank 

Treasury 
Management 

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

Customers 
Key Finance 

System 

Head of 
Financial 

Management 
20 Medium 

E-Payments & 
residual cash 

income 

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

Customers 
Key Finance 

System 

Head of 
Financial 

Management 
20 Medium 

Civil Contingencies 
(Emergency 

Planning, Business 
Continuity) 

A review of the systems and 
procedures to comply with 
the Council’s duties under 
the Civil Contingencies Act. 
Also the procedures 
established by the Council to 
ensure its functions can 
continue to be delivered after 
events such as a fire in the 
Civic Offices 

Customers Assurance 
Head of 

Governance 
20 Medium 

Sundry Debtors 

A review of the systems and 
procedures in place to 
calculate the liability, issue 
bills, collect income and 
monitor arrears in relation to 
miscellaneous debts due to 
the Council for services 
provided to others.  

Customers 
Key Finance 

System 

Head of 
Financial 

Management 
25 Medium 

 250  

�Services led by Stafford Borough Council as part of Shared Services  
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Cannock Chase DC Specific Audits 
 

Audit Area System Description Priority Type 
Service Lead 

Officer 
Planned 

Days 
Rank 

Managing Welfare 
Reform 

A review of the arrangements 
established by the Council to 
support residents and deal 
internally with the impact of 
Welfare reform. 

Customers 
Operational 

Audit 

Head of 
Finance & Head 

of Housing & 
Waste 

Management 

15 High 

Property 
Management 

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

Customers 
Operational 

Audit 

Head of 
Economic 

Development 
15 Medium 

Housing 
Maintenance 

A review of the systems and 
procedures for reactive repair 
and maintenance of Council 
Houses, includes the 
allocation of work to 
tradesmen and the recording 
of items used. 

More & Better 
Housing 

Operational 
Audit 

Head of 
Housing & 

Waste 
Management 

20 Medium 

Allocations & Voids 

A review of the Council’s 
procedures for managing void 
properties and for allocating 
Council Houses to applicants 
to ensure that houses are 
appropriately allocated. 

More & Better 
Housing 

Operational 
Audit 

Head of 
Housing & 

Waste 
Management 

15 Medium 

Development 
Control (Planning 

Applications & 
Enforcement) 

A review of the systems and 
procedures to process 
planning applications and to 
enforce planning conditions 

Cleaner & 
Safer 

Environments 

Operational 
Audit 

Head of 
Economic 

Development 
15 Medium 

Lease Holder 
Recharges 

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

More & Better 
Housing 

Operational 
Audit 

Head of 
Housing & 

Waste 
Management 

10 Medium 

Stores Function 
A review of the operation of 
the Council’s stores function. 

More & Better 
Housing 

Operational 
Audit 

Head of 
Housing & 

Waste 
Management 

15 Medium 

Leisure & Culture 
Major Projects 

To review arrangements for 
the delivery of projects 
including Hednesford Park and  
Stadium Redevelopment 

Cleaner & 
Safer 

Environments 
/ Better Health 

Outcomes 

Operational 
Audit 

Head of 
Commissioning 

20 Medium 
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Audit Area System Description Priority Type 
Service Lead 

Officer 
Planned 

Days 
Rank 

Licensing & 
Hackney carriages 

A review of the systems and 
procedures in relation to the 
issuing and enforcement of 
licences for various activities 
including hackney carriages 
and door-staff. 

Cleaner & 
Safer 

Environments 

Operational 
Audit 

Head of 
Environmental 

Health 
15 Medium 

Non-Housing 
Maintenance 

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

More & Better 
Housing 

Operational 
Audit 

Head of 
Economic 

Development 
15 Medium 

Private Sector 
Housing Grants 

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

Better Health 
Outcomes 

Operational 
Audit 

Head of 
Environmental 

Health 
15 Medium 

Equality and 
Diversity 

A review of the systems and 
processes to ensure 
compliance with equality 
legislation and for carrying out 
equality impact assessments 
for services and policies. This 
will include a review of the 
arrangements for the new 
equalities act requirements 

Customers Assurance 
Head of 

Governance 
15 Medium 

Asset Management 

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

Customers Assurance 
Head of 

Economic 
Development 

15 Medium 

Central Control  
(Social Alarms &  

CCTV) 

A review of the CCTV and 
Social Alarms provision, 
including the bidding for work 
and billing of users of the 
service. 

Cleaner and 
Safer 

Environments 

Operational 
Audit 

Head of 
Commissioning 

15 Medium 

Public Health & 
Other Enforcement 

A review of the arrangements 
for enforcement action via 
fixed penalty notices for 
environmental offences 

Cleaner & 
safer 

Environments 

Operational 
Audit 

Head of 
Environmental 

Health 
15 Medium 

Residents & 
Tennant Support 

and Advice 
Arrangements 

A review of the strategies and 
funding available to support 
and advise residents and 
Council Tenants including the 
CAB, Chase Advice Centre, 
CTRF etc 

More & Better 
Housing / 

Customers 

Operational 
Audit 

Head of 
Housing & 

Waste 
Management 

10 Medium 

 240  
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Appendix 2 
Cannock Chase District  Council Audit Needs Assessment 

 
Shared Service Areas 
 

Audit Area Priority Type 
Service Lead 

Officer 
Planned 

Days 
Risk Category 

Housing Benefits Customers 
Key 

Finance 
System 

Head of Financial 
Management 

25 High 

Council Tax Customers 
Key 

Finance 
System 

Head of Financial 
Management 

25 High 

National Non-Domestic 
Rates 

Customers 
Key 

Finance 
System 

Head of Financial 
Management 

20 High 

Payroll Customers 
Key 

Finance 
System 

Head of HR 25 High 

Pensions Assurance for 
the County 

Customers 
Key 

Finance 
System 

 Head of HR 10 High 

Capital Strategy & 
Capital Programme 

Customers 
Key 

Finance 
System 

Head of Financial 
Management 

20 Medium 

Bank Reconciliation  Customers 
Key 

Finance 
System 

Head of Financial 
Management 

20 Medium 

Fairer Charging Service Customers 
Operational 

Audit 
Head of Financial 

Management 
20 Medium 

Treasury Management Customers 
Key 

Finance 
System 

Head of Financial 
Management 

20 Medium 

E-Payments & residual 
cash income 

Customers 
Key 

Finance 
System 

Head of Financial 
Management 

20 Medium 

Civil Contingencies 
(Emergency Planning, 
Business Continuity) 

Customers Assurance 
Head of 

Governance 
20 Medium 

Sundry Debtors Customers 
Key 

Finance 
System 

Head of Financial 
Management 

25 Medium 

Capital Accounting Customers 
Key 

Finance 
System 

Head of Financial 
Management 

20 Medium 

General Ledger Customers 
Key 

Finance 
System 

Head of Financial 
Management 

20 Medium 
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Audit Area Priority Type 
Service Lead 

Officer 
Planned 

Days 
Risk Category 

Insurance Customers Assurance 
Head of 

Governance 
25 Medium 

Procurement Customers Assurance 
Head of 

Governance 
20 Medium 

Leasing Customers 
Operational 

Audit 
Head of Financial 

Management 
20 Medium 

Creditors Customers 
Key 

Finance 
System 

Head of Financial 
Management 

25 Medium 

Risk Management Customers Assurance 
Head of 

Governance 
15 Medium 

Building Control & 
Inspection 

Cleaner & Safer 
Environments 

Operational 
Audit 

Head of 
Economic 

Development 
15 Medium 

Budgetary Control & 
Budget Setting 

Customers Assurance 
Head of Financial 

Management 
25 Medium 

Grants Procedures 
(Grants to the Council) 

Customers 
Operational 

Audit 
Head of Financial 

Management 
10 Medium 

Staff Expenses Customers 
Operational 

Audit 
Head of HR 20 Medium 

Banking Arrangements Customers 
Operational 

Audit 
Head of Financial 

Management 
10 Medium 

Value Added Tax Customers 
Operational 

Audit 
Head of Financial 

Management 
20 Medium 

Housing Benefits 
Overpayment Team 

Customers 
Operational 

Audit 
Head of Financial 

Management 
15 Medium 

Central Recharge 
Processes 

Customers 
Operational 

Audit 
Head of Financial 

Management 
14 Medium 

CRB Policy & 
Procedures 

Customers Assurance Head of HR 10 Medium 

Staff Timekeeping & 
Leave  

Customers 
Operational 

Audit 
Head of HR 20 Medium 

Court Fees & Recovery, 
Legal Admin & Case 
Management System 

Customers 
Operational 

Audit 
Head of Law & 
Administration 

14 Medium 

LTB Compliance & 
Social Housing Fraud 

Team 
Customers 

Operational 
Audit 

Head of Financial 
Management 

20 Medium 

LTB Control Section 
(Include DIPS) 

Customers 
Operational 

Audit 
Head of Financial 

Management 
20 Medium 

Reprographics (inc 
photocopiers) 

Customers 
Operational 

Audit 
Head of 

Technology 
15 Medium 

Re-evaluation, Regrade  
and Honoraria 

Procedures 
Customers 

Operational 
Audit 

Head of HR 15 Medium 

Use of Purchasing 
Cards 

Customers 
Operational 

Audit 
Head of Financial 

Management 
15 Medium 
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Audit Area Priority Type 
Service Lead 

Officer 
Planned 

Days 
Risk Category 

Training/Development,  
Staff Appraisals & 

PETS 
Customers 

Operational 
Audit 

Head of HR 14 Medium 

Managing Absence Customers Assurance Head of HR 15 Medium 

Telecommunications 
Arrangements  

Customers 
Operational 

Audit 
Head of 

Technology 
20 Medium 

Benefits - Interventions 
Team 

Customers 
Operational 

Audit 
Head of Financial 

Management 
15 Medium 

Recruitment & Selection 
Procedures 

Customers Assurance Head of HR 15 Medium 

Car Loans/Leasing Customers 
Operational 

Audit 
Head of HR 14 Medium 

Mortgages Customers 
Operational 

Audit 
Head of Financial 

Management 
14 Low 

 760  
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Cannock Chase DC Specific 
 

Audit Area Priority Type 
Service Lead 

Office 
Planned 

Days 
Rank 

Refuse Collection and 
Recycling 

Cleaner & Safer 
Environments 

Operational 
Audit 

Head of Housing 
& Waste 

Management 
15 High 

Managing Welfare 
Reform 

Customers 
Operational 

Audit 

Head of Finance 
& Head of 

Housing & Waste 
Management 

15 High 

Property Management Customers 
Operational 

Audit 

Head of 
Economic 

Development 
15 Medium 

Housing Maintenance 
More & Better 

Housing 
Operational 

Audit 

Head of Housing 
& Waste 

Management 
20 Medium 

Allocations & Voids 
More & Better 

Housing 
Operational 

Audit 

Head of Housing 
& Waste 

Management 
15 Medium 

Development Control 
(Planning Applications 

& Enforcement) 

Cleaner & Safer 
Environments 

Operational 
Audit 

Head of 
Economic 

Development 
15 Medium 

Lease Holder 
Recharges 

More & Better 
Housing 

Operational 
Audit 

Head of Housing 
& Waste 

Management 
10 Medium 

Stores Function 
More & Better 

Housing 
Operational 

Audit 

Head of Housing 
& Waste 

Management 
15 Medium 

Leisure & Culture 
Major Projects 

Cleaner & Safer 
Environments / 
Better Health 

Outcomes 

Operational 
Audit 

Head of 
Commissioning 

20 Medium 

Licensing & Hackney 
carriages 

Cleaner & Safer 
Environments 

Operational 
Audit 

Head of 
Environmental 

Health 
15 Medium 

Non-Housing 
Maintenance 

More & Better 
Housing 

Operational 
Audit 

Head of 
Economic 

Development 
15 Medium 

Electoral Registration & 
Elections 

Customers 
Operational 

Audit 
Head of 

Governance 
15 Medium 

Private Sector Housing 
Grants 

Better Health 
Outcomes 

Operational 
Audit 

Head of 
Environmental 

Health 
15 Medium 

Equality and Diversity Customers Assurance 
Head of 

Governance 
15 Medium 

Asset Management Customers Assurance 
Head of 

Economic 
Development 

15 Medium 
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Audit Area Priority Type 
Service Lead 

Office 
Planned 

Days 
Rank 

Central Control ( Social 
Alarms &  CCTV) 

Cleaner and Safer 
environments 

Operational 
Audit 

Head of 
Commissioning 

15 Medium 

Public Health & Other 
Enforcement 

Cleaner & safer 
environments 

Operational 
Audit 

Head of 
Environmental 

Health 
15 Medium 

Residents & Tennent 
Support and Advice 

Arrangements 

More & Better 
Housing / 

Customers 

Operational 
Audit 

Head of Housing 
& Waste 

Management 
10 Medium 

Economic 
Development & 

Tourism (Exclude the 
LEP) 

Better Jobs and 
Skills 

Operational 
Audit 

Head of 
Economic 

Development 
14 Medium 

Community 
Engagement & 
Consultations 

Customers 
Operational 

Audit 
Head of 

Governance 
10 Medium 

Community 
Infrastructure Levy 

Customers 
Operational 

Audit 

Head of 
Economic 

Development 
10 Medium 

Housing Property 
Services 

More & Better 
Housing 

Operational 
Audit 

Head of Housing 
& Waste 

Management 
15 Medium 

Environmental 
Protection/Pollution 

Control 

Cleaner and Safer 
environments 

Operational 
Audit 

Head of 
Environmental 

Health 
15 Medium 

Utilities Management Customers 
Operational 

Audit 

Head of 
Economic 

Development 
15 Medium 

Planning - Local 
Plan/Forward Planning 

More & Better 
Housing 

Operational 
Audit 

Head of 
Economic 

Development 
14 Medium 

Landscape 
Development 

Cleaner and Safer 
environments 

Operational 
Audit 

Head of 
Commissioning 

15 Medium 

Customer Services 
(CRM, Reception etc.) 

Customers 
Operational 

Audit 
Head of 

Commissioning 
15 Medium 

Grounds Maintenance 
Cleaner and Safer 

environments 
Operational 

Audit 
Head of 

Commissioning 
15 Medium 

Homelessness 
Provisions & Housing 

Options Team 

More & Better 
Housing 

Operational 
Audit 

Head of Housing 
& Waste 

Management 
14 Medium 

Car Parking 
Arrangements 

Cleaner and Safer 
environments 

Operational 
Audit 

Head of Housing 
& Waste 

Management 
15 Medium 

Cemeteries 
Cleaner and Safer 

environments 
Operational 

Audit 
Head of 

Commissioning 
15 Medium 
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Audit Area Priority Type 
Service Lead 

Office 
Planned 

Days 
Rank 

HRA Business Plans 
More & Better 

Housing 
Key Finance 

System 

Head of Housing 
& Waste 

Management and 
Head of Financial 

Management 

  Medium 

Rent Debit, Collection 
& Arrears 

More & Better 
Housing 

Key Finance 
System 

Head of Housing 
& Waste 

Management 
15 Medium 

Scheme Managers and 
Sheltered 

Accommodation 

More & Better 
Housing 

Operational 
Audit 

Head of Housing 
& Waste 

Management 
14 Medium 

Sale of Council Houses 
More & Better 

Housing 
Operational 

Audit 

Head of Housing 
& Waste 

Management 
10 Medium 

Street Cleansing 
Cleaner and Safer 

environments 
Operational 

Audit 

Head of Housing 
& Waste 

Management 
15 Medium 

Business Planning, 
Performance 

Management & 
Corporate Plans 

Customers Assurance 
Head of 

Governance 
20 Medium 

Strategic Housing 
More & Better 

Housing 
Operational 

Audit 

Head of Housing 
& Waste 

Management 
10 Medium 

Local Enterprise 
Partnership 

Arrangements / 
Combined Authority ?? 

Better Jobs and 
Skills / More and  
Better Housing 

Operational 
Audit 

Head of 
Economic 

Development 
15 Medium 

Land charges customers 
Operational 

Audit 

Head of 
Economic 

Development 
15 Medium 

Fleet Management & 
Garage Workshop 

Cleaner and Safer 
environments 

Operational 
Audit 

Head of Housing 
& Waste 

Management 
15 Medium 

Cleaning & Caretaking 
Provision 

Customers 
Operational 

Audit 

Head of 
Economic 

Development 
15 Medium 

Urban Forestry 
Management & Tree 
Preservation Orders 

Cleaner and Safer 
environments 

Operational 
Audit 

Head of 
Commissioning 

15 Medium 

Localism Act and 
Transparency Agenda 

arrangements 
Customers 

Operational 
Audit 

Corporate 10 Medium 

Health & Safety Customers Assurance 
Head of 

Governance 
15 Medium 
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Audit Area Priority Type 
Service Lead 

Office 
Planned 

Days 
Rank 

Information 
Management 

Customers Assurance 
Head of 

Environmental 
Health 

15 Medium 

Democratic Services Customers 
Operational 

Audit 
Head of 

Governance 
14 Medium 

Governance 
Framework 

Customers Assurance 
Head of 

Governance 
15 Medium 

Miscellaneous 
Engineering Functions 

(Christmas 
Decorations, Public 

Clocks, Bus Stations, 
Street Furniture & Land 

Drainage) 

Cleaner and Safer 
environments 

Operational 
Audit 

Head of Housing 
& Waste 

Management 
9 Medium 

Countryside 
Management & 

Rangers Service 

Cleaner and Safer 
environments 

Operational 
Audit 

Head of 
Commissioning 

14 Medium 

Culture & Leisure 
Services Contract 
Monitoring (Client 

Function) 

Better Health 
Outcomes 

Operational 
Audit 

Head of 
Commissioning 

15 Medium 

Allotments 
Cleaner and Safer 

environments 
Operational 

Audit 
Head of 

Commissioning 
14 Medium 

Members Allowances, 
PCs  & Other 

Expenses 
Customers 

Operational 
Audit 

Head of 
Governance 

15 Medium 

Grants to Voluntary 
Organisations & 

Subscriptions 
Customers 

Operational 
Audit 

Head of Financial 
Management 

15 Medium 

Home Security Grants 
Cleaner and Safer 

environments 
Operational 

Audit 

Head of 
Environmental 

Health 
14 Medium 

Mortuary & Assisted 
Burials 

Cleaner and Safer 
environments 

Operational 
Audit 

Head of 
Environmental 

Health 
15 Medium 

Local Strategic 
Partnership 

Customers 
Operational 

Audit 

Head of 
Environmental 

Health 
15 Medium 

Civic Expenses, 
(Hospitality, Regalia, 

Chairman's 
Fundraising & Ball etc.) 

to include Town 
Twinning 

Customers 
Operational 

Audit 
Corporate 
Director 

10 Medium 

Safeguarding Children 
& Vulnerable Adults 

Customers Assurance 
Head of 

Commissioning 
15 Medium 
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Audit Area Priority Type 
Service Lead 

Office 
Planned 

Days 
Rank 

Estate Management &  
Caretakers 

More & Better 
Housing 

Operational 
Audit 

Head of Housing 
& Waste 

Management 
15 Medium 

Support Services 
Admin 

Customers 
Operational 

Audit 

Head of 
Economic 

Development  
15 Medium 

Public Relations & 
Communications 

Customers 
Operational 

Audit 

Head of 
Environmental 

Health 
15 Medium 

Miscellaneous Housing 
Act Responsibilities & 

Empty Homes Scheme 

More & Better 
Housing 

Operational 
Audit 

Head of 
Environmental 

Health 
15 Medium 

Dog Control 
Cleaner and Safer 

environments 
Operational 

Audit 

Head of 
Environmental 

Health 
15 Medium 

New Social Housing 
Building Schemes 

More & Better 
Housing 

Operational 
Audit 

Head of Housing 
& Waste 

Management 
15 Medium 

Accommodation 
Project 

Customers 
Operational 

Audit 
Managing 
Director 

15 Medium 

Pest Control 
Cleaner and Safer 

environments 
Operational 

Audit 

Head of 
Environmental 

Health 
15 Medium 

Official Complaints, MP  
letters and 

Ombudsman 
Customers Assurance 

Managing 
Director 

15 Medium 

Local Authority Health 
& Safety Inspection & 

Enforcement 

Cleaner and Safer 
environments 

Operational 
Audit 

Head of 
Environmental 

Health 
15 Medium 

Markets 
Cleaner and Safer 

environments 
Operational 

Audit 

Head of 
Economic 

Development 
15 Medium 

Food Safety 
Inspections and 

Enforcement 

Cleaner and Safer 
environments 

Operational 
Audit 

Head of 
Environmental 

Health 
15 Medium 

 559  
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Appendix 3 
 

Available Audit Resources 2016-17 
 

General 
Audit 
Total 

IT Audit 
Support 

Total 
Days 

Staffing of the Team (Excludes Chief 
Internal Auditor) 

5.8 
  

In House Total Days 
  

1562 
 

1562 
0   0 

In House 1562 1562 

  Days Available 
  

1562 0 1562 

 Less Non Operational (leave, training etc) 520 520 

 Chargeable Days 
  

1042 0 1042 

 Chargeable Work 
 

  Financial Appraisals 2 2 
Fraud 30 30 
Advice, Consultancy  

  
89 

 
89 

Contingency Budget 105 105 
Follow-ups 41 41 
Audits 

  
775 60 835 

      Chargeable Days 
  

1042 60 1102 

Allocation of Resources to Audit Plan 
Requirements 

  Shared Service Audits 
  

250 
Cannock Specific Audits  

  
244 

  Stafford Specific Audits (see below for 
breakdown) 281 
IT Audit Plan  60 
Total Days 835 
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Report of: Head of Governance 
Contact Officer: June Hall 
Telephone No: 01543 464546 
Portfolio 
Leader: 

Corporate 
Improvement 

Key Decision:  No 
Report Track:  Audit & Governance 

Committee: 31/03/16 
Cabinet: 21/04/16 

 

 
AUDIT & GOVERNANCE COMMITTEE 

31 MARCH 2016 

RISK MANAGEMENT POLICY & STRATEGY 

 

1 Purpose of Report 

1.1 To seek endorsement of the Risk Management Policy and Strategy prior to its 
approval by Cabinet. 

 

2 Recommendations 

 
2.1 That the Audit & Governance Committee recommend to Cabinet, the approval of 

the Risk Management Policy (Annex 1) and the Risk Management Strategy 
(Annex 2). 

 

 

3 Key Issues and Reasons for Recommendation 

 
3.1 The Accounts & Audit Regulations 2015 state that: 

“The relevant body is responsible for ensuring that the financial management of 
the body is adequate and effective and that the body has a sound system of 
internal control which facilitates the effective exercise of that body’s functions 
and which includes arrangements for the management of risk.” 

3.2  The effective management of risks requires a policy and strategy which have 
been approved by, and has clear support of, leading members and senior 
officers. 
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4 Relationship to Corporate Priorities 

4.1 The Council’s risk management arrangements form part of the wider corporate 
governance arrangements which cut across all corporate priorities. 

 

5 Report Detail  

 
5.1 Aligning the approach to Risk Management formed part of the Shared Services 

Transformation Plan. Following the trial of a new risk matrix, a review of the 
Council’s Risk Management Policy and Strategy has now been completed. 

 
5.2 The Policy Statement outlines the Council’s commitment to Risk Management. A 

copy of the policy is attached at Annex 1. 
 
5.3 The aim of the Risk Management Strategy is to ensure that the Council has an 

effective process to support better decision making through good understanding 
of risks and their likely impact.  The Strategy provides for a consistent approach 
and details:- 

 

• Aims and objectives; 

• Roles and responsibilities; 

• Arrangements for managing risks;  

• Monitoring arrangements; 

• Training;  and 

• The risk management methodology 
 
 The Risk Management Strategy is attached at Annex 2. 
 
5.4 As referred to in 5.1, the revised strategy includes a new risk matrix which sets 

out the Council’s appetite for risk. The risk matrix shows that: 
 

• Any risks that score 12 or more are considered to be High Risks and 
immediate actions needs to be taken; 

• Any risks that score from 5 up to and including 10 points will be deemed to 
be Medium Risks and will require an action plan and/or close monitoring; 

• Any risks that score less than 5 will be regarded as Low Risks and those 
that can be accepted/tolerated without the need for further action. 

  

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  

 The adoption of the Risk Management Policy and Strategy will provide a 
framework to ensure that risks are identified and managed appropriately. 

6.8 Equality & Diversity 

 None  

6.9 Best Value 

 None 
 
 

7 Annexes to the Report 

 
Annex 1 – Risk Management Policy 
Annex 2 – Risk Management Strategy   

 

Previous Consideration 

None 
 

 

Background Papers 

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

 
 
 

RISK MANAGEMENT POLICY STATEMENT 
 
 

Definition of Risk Management 
 

Risk is the chance or possibility of loss, damage, injury or failure to achieve objectives 
caused by an unwanted or uncertain action or event.  Risk management is a planned 
and systematic approach to the identification, evaluation and control of those risks 
which can threaten the assets or financial and organisational well-being of the Council. 
 
 

Policy Statement 

 
The Council recognises that it has a responsibility to manage risks effectively in 
order to control its assets and liabilities, protect its employees and community 
against potential losses, minimise uncertainty in achieving its goals and 
objectives and maximise the opportunities to achieve its vision. 
 

The Council is aware that some risks can never be eliminated fully and it has in 
place a strategy that provides a structured, systematic and focused approach to 
managing risk. 
 

Risk management is an integral part of the Council’s corporate governance 
arrangements and has been built into the management processes as part of the 
Authority’s overall framework to deliver continuous improvement. 
 
 

Objectives 
 

The objectives of the Council’s risk management strategy are to:- 
 

• Raise awareness of the need for risk management; 

• Minimise loss, disruption, damage and injury and reduce the cost of risk, thereby 
maximising resources; 

• Inform policy and operational decision making by identifying risks and their likely 
impact 
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These objectives will be achieved by: 
 

• Establishing clear roles, responsibilities and reporting lines within the council for 
risk management 

• Effective communication with, and the active involvement of, Service Managers 
and Heads of Service 

• Monitoring arrangements on an on-going basis  
 
 

Responsibility for Risk Management 

 
The Council recognises that it is the responsibility of all Members and employees to 
have regard for risk in carrying out their duties.  If uncontrolled, risk can result in a drain 
on resources that could better be directed to front line service provision, and to the 
meeting of the Council’s objectives and community needs.   
 
The Leadership Team and Service Managers have responsibility and accountability for 
managing the risks within their own work areas.  Employees have a duty to work safely, 
avoid unnecessary waste of resources and contribute to risk management initiatives in 
their own area of activities.  The co-operation and commitment of all employees is 
required to ensure that Council resources are not squandered as a result of 
uncontrolled risk. 

 
 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

March 2016 
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RISK MANAGEMENT STRATEGY 
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1. INTRODUCTION 
 

What is Risk Management? 
 
1.1 Risk can be defined as uncertainty of outcome.  Risk is ever present and a 

certain amount of risk-taking is inevitable if the Council is to achieve its 
objectives.   

 

1.2 Risk management implies adopting a planned and systematic approach to the 
identification, evaluation and control of the risks facing the Council and is a 
means of minimising the costs and disruption to the Council caused by undesired 
events.   
 

1.3 Risk management covers the whole spectrum of risks and not just those 
associated with finance, health and safety and insurance.  It also includes risks 
associated with public image (reputation), the environment, technology, 
contracts/partnerships, projects etc. 

 
1.4 The Council also has a statutory responsibility to have in place arrangements for 

managing risks, as stated in the Accounts & Audit Regulations 2015:- 
 

“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.” 
 
The Benefits of Risk Management 
 

1.5 The benefits gained from effectively managing risk include: 

� Improved strategic management 

• Greater ability to deliver against objectives and targets; 

• Improved Decision Making 

� Improved operational management 

• Reduction in managerial time spent dealing with the consequences of 
a risk event having occurred; 

• Improved service delivery 
 

� Improved financial management 

• Better informed financial decision-making 

• Greater financial control 

• Minimising waste and poor value for money 

• Reduction in costly claims against the Council 
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� Improved customer service 

• Minimal service disruption to customers and a positive external image 
as a result of all of the above. 

  
 
2 RISK MANAGEMENT AIMS AND OBJECTIVES 
 
2.1 The aim of risk management is to ensure that the Council has an effective 

process to support better decision making through good understanding of risks 
and their likely impact. 

 
2.2 The objectives of the Council’s risk management strategy are to:- 
 

• Raise awareness of the need for risk management; 

• Minimise loss, disruption, damage and injury and reduce the cost of risk, 
thereby maximising resources; 

• Inform policy and decision making by identifying risks and their likely impact. 

 
2.3 These objectives will be achieved by:- 
 

• Establishing clear roles, responsibilities and reporting lines within the 
Council for risk management;  

• Effective communication with, and the active involvement of, Service 
Managers and Heads of Service; 

• Monitoring progress in delivering the strategy and reviewing the risk 
management arrangements on an on-going basis. 

 
 
3 ROLES AND RESPONSIBILITIES 
 
3.1 The table below outlines the key roles within the risk management framework:- 
 

Cabinet • To approve the Risk Management Policy and 
Strategy (including the Council’s risk appetite) 

• To approve the Strategic Risk Register 

• To monitor progress in the management of Strategic 
Risk 

Audit & 
Governance 
Committee 

• To ensure that the Council has an effective risk 
management process in place 

• To monitor progress on the management of Strategic 
Risks 
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Leadership Team • To determine the Council’s risk appetite 

• To identify strategic risks 

• To determine actions to manage strategic risks 

• To monitor progress in managing strategic risks 

Service  
Managers 

• To support Leadership Team in the identification and 
management of Strategic Risks 

• To manage operational risks effectively in their 
particular service areas 

• To monitor and review risks at appropriate intervals 

Employees • To identify risks 

• To implement actions as instructed 

Head of 
Governance 

• To ensure that the Council has an effective risk 
management framework 

Risk & Resilience 
Manager 

• To develop and review the risk management strategy 
and process in accordance with best practice 

• To provide advice and support to Leadership Team 
and Service Managers on the identification, analysis 
and prioritisation of risks 

• To report on the identification and progress of 
strategic risks to the Audit & Governance Committee 

• To provide risk management training as required to 
officers and Members 

Internal Audit • Provide advice and guidance on the management of 
risk relating to the design, implementation and 
operation of systems of internal control. 

 
 
4 ARRANGEMENTS FOR MANAGING RISKS 
 
4.1 The risk management methodology to be employed at the Council is outlined in 

Appendix 1. 
 
 
5 MONITORING ARRANGEMENTS 
 
5.1 To ensure that informed decisions are made, it is essential to identify key 

strategic risks.  Strategic risks will be identified at Leadership Team level as part 
of the Corporate Planning process and will be documented in a Strategic Risk 
Register which will be maintained by the Risk & Resilience Manager on behalf of 
the Leadership Team. 

 
5.2 Progress in managing strategic risks will be monitored and reported on to ensure 

that intended actions are delivered and risks managed. 
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5.3 The Strategic Risk Register will form the basis of half yearly risk management 

reports to Cabinet and the Audit & Governance Committee.  
 
5.4 Internal Audit will carry out a periodic review of the Council’s risk management 

arrangements to provide independent assurance as to their effectiveness.  
 

5.5 Internal Audit will also during the course of it’s audits throughout the year: 
 

• Identify and report weaknesses in the controls established by management 
to manage/monitor risks; 

 

• Provide advice on the design/operation of the controls established by 
management to manage/monitor risk. 

 

5.6 The Chief Internal Auditor will review the strategic risk register on an annual 
basis and incorporate strategic risk areas into the Internal Audit planning 
process as appropriate.   
 

5.7 Service Managers should maintain a record of key operational risks within their 
service area relating to service change, projects and significant procurement. 
Progress in managing these risks should be monitored on a regular basis. (A 
template can be found at Appendix 2).  

 
 
6 TRAINING & COMMUNICATION ARRANGEMENTS TO SUPPORT 

IMPLEMENTATION OF THE STRATEGY  
 
6.1 Training in the risk management methodology will be provided to those officers 

with direct responsibility for / involvement in the risk management process.  
. 
6.2 Training in the risk management methodology will be provided to: 

 

• the Cabinet; 

• the Audit & Governance Committee; 

• Leadership Team; 

• Service Managers; and 

• Other employees as appropriate. 

 
 
7 REVIEW OF RISK MANAGEMENT STRATEGY 
 
7.1 This strategy will be reviewed every three years.  
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APPENDIX 1 
 

 
RISK MANAGEMENT METHODOLOGY 

 
 
There are 4 key stages in the risk management cycle, as illustrated in the diagram 
below:- 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

 
 
The 4 stages of risk management are part of a cycle. Risk management is dynamic and 
so the identification phase needs to be carried out continuously. 
 
1. Risk Identification  

 

1.1 Strategic and operational risks or threats will be identified as outlined in the Risk 
Management Strategy (5.1 & 5.7) 
 

1.2 To help in identifying risks, there are a number of risk category models which can 
be used. Guidance on risk categories can be found on the Council’s intranet site 
under Risk & Resilience (resources) however; this is neither prescriptive nor 
exhaustive and there are a number of risk category models available on external 
websites which can be used. 
 

 

 

 

 

Risk Identification 

What can happen? 

How can it happen? 

Risk Analysis 
Determine the likelihood 
and the consequences in 

order to estimate the 
level of risk 

 

Risk Control 
Determine how to treat the 
risk   i.e.  Accept the risk 

or avoid / reduce / transfer 
the risk 

Risk Monitoring 

Monitor and review the 
effectiveness of controls. 

Assess whether the nature 
of risk has changed 
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2. Risk Analysis and Scoring 

 

2.1 Once risks have been identified they need to be assessed. This process requires 
risk owners to assess the level of risk by considering:- 

 
 

• The probability of an event occurring - “likelihood”; and 

• The potential severity of the consequences should such an event occur – 
“impact”. 
 

2.2 Not all factors are equally important and higher scores should be given to those 
risks considered to impact most on the achievement of objectives.  The impact 
scores have therefore been weighted to reflect that more significance should be 
given to those risks with a medium or high impact than those with a medium or 
high likelihood. 
 

The following tables provide Impact and Likelihood descriptors to assist with this 
process:- 

 

LIKELIHOOD 

Score Description Indicative Guidelines 

4 Very Likely 

• There is a high exposure to the risk 

• Event expected to occur. Has occurred and will 
continue to do so without action being taken 

• Indication of imminent occurrence 

• There are external influences which are likely to make 
our controls ineffective 

3 Probable 

• There is a moderate exposure to the risk 

• Reasonable to expect event to occur 

• Has occurred in the past 

• Is likely to occur within the Council’s planning cycle 

• There are external influences which may reduce 
effectiveness of controls 

2 Possible 

• There is a low exposure to the risk 

• Little likelihood of event occurring 

• There is a potential for external influences which may 
reduce effectiveness of controls 

1 Unlikely 

• Extremely remote 

• Not expected to occur but may do so in exceptional 
circumstances 

• There are few or no external influences which may 
reduce effectiveness of controls 
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IMPACT 

  

Score Description Indicative Guidelines 

5 Major/Serious 
Consequences 

The consequence is so bad that urgent action must be taken to 
improve the situation or prevent it worsening.  External support 
from the Government or other agencies is likely to be needed:  

• Major loss, delay or interruption to services 

• One off event which would de-stabilise the Council 

• Financial loss, additional costs or loss of assets which 
would need a Council decision as the scale of the loss 
would be outside the Council’s budget & policy framework 

• The risk will cause the objective not to be reached, causing 
damage to the organisation’s reputation. 

• Will attract medium to long-term attention of legislative or 
regulatory bodies 

• Major complaints 

• Significant adverse media interest 

• Death or life threatening injury  

3 
Moderate/ 
Disruptive 

The consequence is sufficiently serious to require attention by 
Leadership Team and / or the Cabinet: 

• Significant loss, delay or interruption to services 

• Medium term impact on operational efficiency or 
performance 

• Financial loss, additional costs or loss of assets that is 
within the Council’s budget & policy framework but needs a 
Statutory Officer decision, Leadership Team decision, 
Cabinet decision or need’s to be drawn to Cabinet’s 
attention 

• The risk will cause some elements of the objective to be 
delayed or not achieved, causing potential damage to the 
organisation’s reputation. 

• May attract medium to  short term attention of legislative or 
regulatory bodies 

• Significant complaints 

• Serious accident / injury (but not life threatening) 

1 
Minor/Non 
Disruptive 

The consequences can be dealt with as part of the normal day-
to-day business by the Service Manager and the Head of 
Service: 

• Minor loss, delay or interruption to services 

• Short term impact on operational efficiency or performance 

• Negligible financial loss 

• The risk will not substantively impede the achievement of 
the objective, causing minimal damage to the 
organisation’s reputation 

• No or minimal external interest 

• Isolated complaints 

• Minor accident / injury  
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2.3 Both gross and residual scores should be identified to effectively review and 

monitor the effectiveness of the controls in place. 
 

• Gross Score - The level of risk faced before internal controls/mitigating 
actions have been applied / implemented.  

 

• Residual Score - The level of risk faced after any internal controls/mitigating 
actions have been applied / taken into account.   

 
Internal controls are the Council’s policies, procedures and processes or any 
additional controls or mitigating actions taken to deal with a particular risk. A 
judgement has to be made by the risk owner/facilitator as to the numerical 
reduction to the gross risk score to produce the residual risk score.  

 

2.4 The residual scores are then plotted onto the risk matrix, see below, which will 
determine the risk priority.   

 

 
RISK IMPACT 

L
IK

E
L

IH
O

O
D

 

 
Minor/Non-
Disruptive 

(1) 

Moderate/ 
Disruptive        

(3) 

Major/Serious 
Consequences 

(5) 

Very Likely 
 (4) 

4 12 20 

Probable 
(3) 

3 9 15 

Possible  
(2) 

2 6 10 

Unlikely 
(1) 

1 3 5 

 
3. Risk Control 
 
3.1 Having identified and analysed the risks, it is necessary to decide what to do and 

who will do it.  Priority will be given to the High (red) risks which will require 
immediate action plans. 
 

3.2 Medium (Amber) risks will require actions plans and / or to be closely monitored 
as appropriate. 
 

3.3 Low-scoring (Green) risks can be “accepted” and will not require actions plans.  
However, these risks will need to be monitored to ensure that controls remain 
operational to manage them and that such risks do not run out of control and 
become Medium (Amber) or High (Red) risks. 
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3.4 Where it is not deemed appropriate to accept the risk, the risk will need to be 

controlled. Risk control is the process of taking action to minimise the likelihood 
of the risk event occurring and/or reducing the severity of the consequences 
should it occur.  There are 3 main options for controlling risk; avoidance, 
reduction and risk transfer. 
 

3.5 Risk avoidance involves the Council opting not to undertake a current or 
proposed activity because it is considered to be too risky. 
 

3.6 Risk reduction is dependent on implementing actions which will minimise the 
likelihood of an event occurring or limit the severity of the consequences should it 
occur. 
 

3.7 Risk transfer involves transferring liability for the consequences of an event to 
another body.  This may be done in two ways:- 

 
(i) Cost, delivery or legal liability may be transferred to an alternative provider 

under contractual/partnership arrangements for service delivery; however it 
should be remembered that some responsibility may be retained for 
ensuring that the risk is managed e.g. Health & Safety. 

 
(ii) The costs associated with a damaging event may be reduced by 

transferring some or all of the financial risk to external insurance 
companies however; it should be remembered that many risks are 
uninsurable. 

 

3.8 Most risks can be managed – either by minimising the likelihood of the risk 
occurring and / or reducing the severity of the consequences should the risk 
occur. Relatively few risks have to be avoided or transferred. 
 

3.9 Managers must judge which courses of control action are the most appropriate to 
address each of the risks they have identified, taking advice from the Head of 
Governance, the Risk & Resilience Manager and other support services where 
appropriate. 
 

3.10 The cost/benefit of each control action must be assessed.  The benefits will not 
always be solely financial.  Managers need to use their own professional 
knowledge and experience to judge whether the financial cost of risk control is 
justified in terms of non-financial benefit to the Council.  On occasions, managers 
may conclude that the cost of the control action may outweigh the benefits which 
will accrue to the Council as a result of the action being taken.  In such instances, 
all or an element of the risk is retained.  However, no statute should be breached 
when making this decision. 

 
3.11 For each risk actions should be identified, the officer responsible and timescales.  

 

3.12 Responsibility for drawing up the action plans lies with the Leadership Team (for 
strategic risks) and with Service Managers for service / operational risks. 
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4. Risk Monitoring 
 
4.1 To complete the risk management cycle, there must be monitoring and review 

of:- 
 

• The implementation of the agreed risk control action plan; 

• The effectiveness of the action in controlling the risk; and 

• How the risk has changed over time. 
 

4.2 Risk owners must monitor the implementation of the risk actions to ensure that 
responsibilities, deadlines do not slip. 

 
4.3 Strategic risks will also be monitored corporately and the arrangements for this 

are detailed in section 5 of the Risk Management Strategy. 
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APPENDIX 2 
 

OPERATIONAL RISK REGISTER 
 

Ref No:   Risk:  Risk Owner : 

Consequences Of Risk: 

•    

•    

•    
 

Gross Risk Score (ie without controls) Likelihood Impact Total Score 

Key Controls in Place:: 

•    

•    

•    
 

Residual/Net Risk Score (ie with controls in place) Likelihood Impact Total Score 

Provisional Assessment of Risk – does the residual risk score need to be reduced YES* NO 

 
* If the risk score needs to be reduced, please complete the action plan below 
 

Actions Planned Timescale/Person 
Responsible 

Progress/Comments 

   

   

   

   

 



 
 

 

 

Bob Kean 
Head of Finance 
Cannock Chase District Council 
PO Box 28 
Beecroft Road 
Cannock 
WS11 1BG 
 

 
 

16 February 2016 

Dear Bob 

Certification work for Cannock Chase District Council for year ended 31 March 2015 

We are required to certify certain claims and returns submitted by Cannock Chase District 
Council ('the Council'). This certification typically takes place six to nine months after the 
claim period and represents a final but important part of the process to confirm the Council's 
entitlement to funding. 

The Local Audit and Accountability Act 2014 gave the Secretary of State power to transfer 
Audit Commission responsibilities to other bodies. Public Sector Audit Appointments 
(PSAA) have taken on the transitional responsibilities for HB COUNT issued by the Audit 
Commission in February 2015 

We have certified one claim or return for the financial year 2014/15 relating to expenditure of 
£27.5 million. Further details of the claims certified  are set out in Appendix A. 

There were issues arising from our certification work which are set out in Appendix A. We 
are satisfied that the Council has appropriate arrangements to compile complete, accurate and 
timely claims/returns for audit certification. We are satisfied that any recommendations raised 
in previous years have been addressed.  

The indicative fee for 2014/15 for the Council is based on the final 2012/13 certification 
fees, reflecting the amount of work required by the auditor to certify the claims and returns in 
that year. Fees for schemes no longer requiring certification under the Audit Commission 
regime (such as the national non-domestic rates return, teachers pensions return and pooling 
housing capital receipts return) have been removed. The indicative scale fee set by the Audit 
Commission for the Council for 2014/15 is £10,320. This is set out in more detail in 
Appendix B. 

Yours sincerely 
 
 
 
 
 
For Grant Thornton UK LLP  

Grant Thornton UK LLP 
Colmore Plaza 
20 Colmore Circus 
Birmingham 
West Midlands 
B4 6AT 
 

T +44 (0)121 212 4000 
 
www.grant-thornton.co.uk 
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Appendix A - Details of claims and returns certified for 2014/15 

Claim or 
return 

Value Amended? Amendment 
(£) 

Qualified?  
 

Comments 

Housing 
benefits 
subsidy claim 

£27,455,573 Yes -£4,324 Yes Qualified due to: 

Civica software 
reconciliation - differences 
between benefit granted and 
benefit paid 

 Non HRA rent 
rebates – £466 

 Rent rebates – £393 

 Rent allowances - 
(£1,414) 

In year reconciliation cell 
differences – Rent rebates 
and rent allowances - £1 

System error identified re: 
cell 55 – Rent rebates. 
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Appendix B: Fees for 2014/15 certification work 

Claim or return 2013/14 
fee (£)  

2014/15 
indicative 
fee (£) 

2014/15 
actual fee 
(£) 

Variance 
(£) 

Explanation for variances 

Housing benefits 
subsidy claim 
(BEN01) 

£15,457 £10,320 £10,320 (£5,137) - 

Total £15,457 £7,880 £7,880 (£5,137) - 
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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

the Council or any weaknesses in your internal controls. This report has been prepared solely

for your benefit and should not be quoted in whole or in part without our prior written

consent. We do not accept any responsibility for any loss occasioned to any third party acting,

or refraining from acting on the basis of the content of this report, as this report was not

prepared for, nor intended for, any other purpose.
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Chartered Accountants

Grant Thornton UK LLP is a limited liability partnership registered in England and Wales: No.OC307742. Registered office: Grant Thornton House, Melton Street, Euston Square, London NW1 2EP.

A list of members is available from our registered office. Grant Thornton UK LLP is authorised and regulated by the Financial Conduct Authority.

Grant Thornton UK LLP is a member firm of Grant Thornton International Ltd (GTIL). GTIL and the member firms are not a worldwide partnership. Services are delivered by the member firms. GTIL and

its member firms are not agents of, and do not obligate, one another and are not liable for one another’s acts or omissions. Please see grant-thornton.co.uk for further details.

This Audit Plan  sets out for the benefit of those charged with governance (in the case of Cannock Chase District Council, the Audit Committee), an overview of the 

planned scope and timing of the audit, as required by International Standard on Auditing (UK & Ireland) 260. This document is to help you understand the consequences of 

our work, discuss issues of risk and the concept of materiality with us, and identify any areas where you may request us to undertake additional procedures. It also helps us 

gain a better understanding of the Council and your environment. The contents of the Plan have been discussed with management. 

We are required to perform our audit in line with the Local Audit and Accountability Act 2014 and in accordance with the Code of Practice issued by the National Audit 

Office (NAO) on behalf of the Comptroller and Auditor General in April 2015. 

Our responsibilities under the Code are to:

- give an opinion on the Council's financial statements

- satisfy ourselves the Council has made proper arrangements for securing economy, efficiency and effectiveness in its use of resources.

As auditors we are responsible for performing the audit, in accordance with International Standards on Auditing (UK & Ireland), which is directed towards forming and 

expressing an opinion on the financial statements that have been prepared by management with the oversight of those charged with governance. The audit of the financial 

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

Yours sincerely

James Cook

Engagement Lead

Dear Members of the Audit Committee

Audit Plan for Cannock Chase District Council for the year ending 31 March 2016

Cannock Chase District Council

Civic Centre

Beecroft Road

Cannock

WS11 1BG

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

Our response

� We will consider the Council's plans for 
addressing its financial position as part 
of our work to reach our VFM 
conclusion.

� We will consider the Council's plans 
for achieving a balanced budget in 
the medium term financial plan as 
part of our work to reach our VFM
conclusion.

� We will review the Council's 
treatment of business rate appeals 
in its financial statements and value 
and assumptions used in any 
provisions.

In planning our audit we need to understand the challenges and opportunities the Council is facing.  We set out a summary of our understanding below.

Challenges/opportunities

1. Autumn Statement 2015 and 
financial health

• The Chancellor  proposed that local 
government would have greater 
control over its finances, although this 
was accompanied by a 24% reduction 
in central government funding to local 
government over 5 years. 

• Despite the increased ownership, the 
financial health of the sector is likely to 
become increasingly challenging.

• At month ten the Council is forecasting 
an underspend for the year of £202k.

4. Business rates

� Rugeley Power Station is expected 
to cease operation in June 2016 and 
will have a material impact on 
business rates income for the 
Council, amounting to a reduction in 
income of over £1million per year.

� Business Rate Appeals can be 
backdated to 1 April 2010 and the 
potential impact of up to five years 
adjustments could be actioned in 
2015/16.

3. Housing

• The Autumn Statement also 
included a number of 
announcements intended to 
increase the availability and 
affordability of housing. 

• In particular, the reduction in 
council housing rents and 
changes to right to buy will have 
a significant impact on Councils' 
housing revenue account 
business plans.

� We will consider how the Council 
has reflected government 
announcements as part of its 
business planning process.

� We will share our knowledge of 
how other Councils are 
responding to these changes.

2. Devolution 

• The Autumn Statement 
2015 also included 
proposals to devolve 
further powers to 
localities. 

• Cannock Chase District 
Council are a non-
constituent member of the 
West Midlands Combined 
Authority.

� We will consider your plans 
as part of the local 
devolution agenda as part 
of our work in reaching our 
VFM conclusion.

� We are able to provide 
support and challenge to 
your plans based on our 
knowledge of devolution 
elsewhere in the country.

5. Earlier closedown of accounts

� The Accounts and Audit 
Regulations 2015 require councils 
to bring forward the approval and 
audit of financial statements to 
31 May and 31 July respectively by 
the 2017/18 financial year.

� We will work with you to identify 
areas of your accounts production 
where you can learn from good 
practice in other authorities. 

� We aim to complete all substantive 
work in our audit of your financial 
statements by 12 August 2016 as 
a 'dry run' 
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Developments and other requirements relevant to your audit

In planning our audit we also consider the impact of key developments in the sector and take account of national audit requirements as set out in the Code of Audit Practice 

and associated guidance.

Developments and other requirements

1. Fair value accounting

• A new accounting standard on fair value (IFRS 13) 
has been adopted and applies for the first time in 
2015/16.

• This will have a particular impact on the valuation of 
surplus assets within property, plant and equipment 
which are now required to be valued at fair value in 
line with IFRS 13 rather than the existing use value of 
the asset.

• Investment property assets are required to be carried 
at fair value as in previous years.

• There are a number of additional disclosure 
requirements of IFRS 13.

3. Joint working 
arrangements

� Stafford Borough Council 
share a number of back office 
functions with Cannock 
Chase District Council, such 
as the internal audit function, 
finance and housing benefits.

Our response

� We will keep the Council informed of changes to the 
financial  reporting requirements for 2015/16 through 
ongoing discussions and invitations to our technical 
update workshops.

� We will discuss this with you at an early stage, 
including reviewing the basis of valuation of your 
surplus assets and investment property assets to 
ensure they are valued on the correct basis.

� We will review your draft financial statements to 
ensure you have complied with the disclosure 
requirements of IFRS 13.

� We will review your Narrative 
Statement to ensure it reflects the 
requirements of the CIPFA Code of 
Practice when this is updated, and 
make recommendations for 
improvement.

� We will review your arrangements for 
producing the AGS and consider 
whether it is consistent with our 
knowledge of the Council and the 
requirements of CIPFA guidance.

2. Corporate governance

� The Accounts and Audit Regulations 
2015 require local authorities to 
produce a Narrative Statement, which 
reports on your financial performance 
and use of resources in the year, and 
replaces the explanatory foreword.

� You are required to produce an 
Annual Governance Statement (AGS) 
as part of your financial statements.

� We will review your financial 
statements to ensure the  
appropriate disclosures are 
made in line with the 
requirements of the CIPFA
Code of Practice.

4. Other requirements

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

� The Council completes a 
housing benefit grant claim 
and pooling of capital 
receipts returns on which 
audit certification is 
required.

� We will carry out work on the 
WGA pack in accordance 
with requirements.

� We will certify the housing 
benefit subsidy claim and 
CFB06 claim in accordance 
with the requirements 
specified by the Public Sector 
Audit Appointments Ltd.
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Devise audit strategy
(planned control reliance?)

Our audit approach

Global audit technology
Ensures compliance with International 

Standards on Auditing (ISAs)

Creates and tailors 
audit programs

Stores audit
evidence

Documents processes 
and controls

Understanding 
the environment 
and the entity

Understanding 
management’s 
focus

Understanding 
the business

Evaluating the 
year’s results

Inherent 
risks

Significant 
risks

Other risks

Material 
balances

Yes No

� Test controls
� Substantive 

analytical 
review

� Tests of detail

� Tests of detail
� Substantive 

analytical 
review

Financial statements

Conclude and report

General audit procedures

IDEA

Extract 
your data

Report output 
to teams

Analyse data 
using relevant 

parameters

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

Note:
a. An item would be considered 

material to the financial statements 
if, through its omission or non-
disclosure, the financial statements 
would no longer show a true and 
fair view.
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Materiality
In performing our audit, we apply the concept of materiality, following the requirements of International Standard on Auditing (UK & Ireland) (ISA) 320: Materiality in 

planning and performing an audit.

The standard states that 'misstatements, including omissions, are considered to be material if they, individually or in the aggregate, could reasonably be expected to influence 

the economic decisions of users taken on the basis of the financial statements'. 

As is usual in public sector entities, we have determined materiality for the statements as a whole as a proportion of the gross revenue expenditure of the Council. For 

purposes of planning the audit we have determined overall materiality to be £1,359k (being 2% of gross revenue expenditure). We will consider whether this level is 

appropriate during the course of the audit and will advise you if we revise this.

Under ISA 450, auditors also set an amount below which misstatements would be clearly trivial and would not need to be accumulated or reported to those charged with 

governance because we would not expect that the accumulation of such amounts would have a material effect on the financial statements. "Trivial" matters are clearly 

inconsequential, whether taken individually or in aggregate and whether judged by any criteria of size, nature or circumstances.

ISA 320 also requires auditors to determine separate, lower, materiality levels where there  are 'particular classes of transactions, account balances or disclosures for which 

misstatements of lesser amounts than materiality for the financial statements as a whole could reasonably be expected to influence the economic decisions of users'.

We have not identified any items where lower levels of materiality are appropriate. However, we consider the following areas to be sensitive items and will undertaken more 

detailed audit procedures.

Balance/transaction/disclosure Explanation

Cash and cash equivalents Although the balance of cash and cash equivalents is immaterial, all transactions made by the Council affect the balance and it 
is therefore considered to be material by nature.  

Disclosures of senior manager salaries and 
allowances in the remuneration report

Due to public interest in these disclosures and the statutory requirement for them to be made.
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Significant risks identified
"Significant risks often relate to significant non-routine transactions and judgmental matters. Non-routine transactions are transactions that are unusual, either due to size or 

nature, and that therefore occur infrequently. Judgmental matters may include the development of accounting estimates for which there is significant measurement 

uncertainty" (ISA 315). In this section we outline the significant risks of material misstatement which we have identified.  There are two presumed significant risks which are 

applicable to all audits under auditing standards (International Standards on Auditing - ISAs) which are listed below:

Significant risk Description Substantive audit procedures

The revenue cycle includes 
fraudulent transactions

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

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

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

• there is little incentive to manipulate revenue recognition
• opportunities to manipulate revenue recognition are very limited
• the culture and ethical frameworks of local authorities, including Cannock Chase 

District Council, mean that all forms of fraud are seen as unacceptable.

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

Work planned:

� Assessment of control environment and framework as applied to journals and other 
significant transactions

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

� Testing of journal entries

� Review of unusual significant transactions 
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Significant risks identified (continued)

Significant risk Description Substantive audit procedures

Valuation of pension fund 
net liability

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

Work planned:

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

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

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

� We will review the consistency of the pension fund asset and liability and disclosures in notes to the 
financial statements with the actuarial report from your actuary.
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Other risks identified 
"The auditor should evaluate the design and determine the implementation of the entity's controls, including relevant control activities, over those risks for which, in the 

auditor's judgment, it is not possible or practicable to reduce the risks of material misstatement at the assertion level to an acceptably low level with audit evidence obtained 

only from substantive procedures"(ISA (UK & Ireland) 315). 

In this section we outline the other risks of material misstatement which we have identified as a result of our planning.

Other risks Description Audit approach

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

Work planned:

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

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

� Testing of a sample of goods received that have not yet been invoiced, to 
identify any items which have not been accrued correctly

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

� Review monthly reconciliations between purchase ledger system and general 
ledger.

Employee remuneration Employee remuneration accruals understated 
(Remuneration expenses not correct)

Work planned:

� Documentation of the processes and controls in place around the accounting 
for employee remuneration

� Walkthrough tests to confirm the operation of controls

� Review monthly reconciliations between payroll system and general ledger

� Agreement of Staff costs per the financial statements to the General Ledger 
and the payroll system

� Monthly trend analysis to gain assurance that there have been no significant 
omissions from staff costs recorded.
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Other risks identified (continued)

Other risks Description Audit approach

Welfare Expenditure Welfare benefit expenditure improperly computed Work planned:

� Documentation of  the processes and controls in place around accounting for 
welfare expenditure

� Walkthrough tests to confirm the operation of the controls

� Review of reconciliation between benefits system and general ledger

� Review of procedures and testing in accordance with the methodology required 
to certify the housing benefit claim.
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Other risks identified (continued) 

Other material balances and transactions

Under International Standards on Auditing, "irrespective of the assessed risks of material misstatement, the auditor shall design and perform substantive procedures for 

each material class of transactions, account balance and disclosure". All other material balances and transaction streams will therefore be audited. However, the procedures 

will not be as extensive as the procedures adopted for the risks identified in the previous section but will include:

Other audit responsibilities

• We will undertake work to satisfy ourselves that disclosures made in the Annual Governance Statement are in line with CIPFA/SOLACE guidance and consistent 

with our knowledge of the Council.

• We will read the Narrative Statement and check that it is consistent with the statements on which we give an opinion and disclosures are in line with the 

requirements of the CIPFA Code of Practice.

• We will carry out work on consolidation schedules for the Whole of Government Accounts process in accordance with NAO instructions to auditors.

• We will give electors the opportunity to raise questions about the accounts and consider and decide upon objections received in relation to the accounts 

• Property, plant and equipment

• Investment properties

• Investments (long term and short term)

• Cash and cash equivalents

• Borrowing and other liabilities (long term and short term)

• Provisions

• Usable and unusable reserves

• Movement in Reserves Statement and associated notes

• Statement of cash flows and associated notes

• Financing and investment income and expenditure

• Taxation and non-specific grants

• Segmental reporting note

• Officers' remuneration note

• Leases note

• Related party transactions note

• Capital expenditure and capital financing note

• Financial instruments note

• Housing Revenue Account and associated notes

• Collection Fund and associated notes
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Value for Money

Background

The Local Audit & Accountability Act 2014 ('the Act') and the NAO Code of 
Audit Practice ('the Code') require us to consider whether the Council has put in 
place proper arrangements for securing economy, efficiency and effectiveness in 
its use of resources. This is known as the Value for Money (VfM) conclusion. 

The National Audit Office (NAO) issued its guidance for auditors on value for 
money work in November 2015.

The Act and NAO guidance state that for local government bodies, auditors are 
required to give a conclusion on whether the Council has put proper 
arrangements in place. 

The guidance identifies one single criterion for auditors to evaluate: 

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. 

This is supported by three sub-criteria as set out below:

Sub-criteria Detail

Informed decision 

making

• Acting in the public interest, through demonstrating and 

applying the principles and values of good governance

• Understanding and using appropriate cost and 

performance information to support informed decision 

making and performance management

• Reliable and timely financial reporting that supports the 

delivery of strategic priorities

• Managing risks effectively and maintaining a sound system 

of internal control.

Sustainable 

resource 

deployment

• Planning finances effectively to support the sustainable 

delivery of strategic priorities and maintain statutory 

functions

• Managing assets effectively to support the delivery of 

strategic priorities

• Planning, organising and developing the workforce 

effectively to deliver strategic priorities.

Working with 

partners and 

other third parties

• Working with third parties effectively to deliver strategic 

priorities

• Commissioning services effectively to support the 

delivery of strategic priorities

• Procuring supplies and services effectively to support the 

delivery of strategic priorities.
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Value for Money (continued)

Risk assessment

We completed an initial risk assessment based on the NAO's guidance. In our initial risk assessment, we considered:

• our cumulative knowledge of the Council, including work performed in previous years in respect of the VfM conclusion and the opinion on the financial statements.

• the findings of other inspectorates and review agencies.

• any illustrative significant risks identified and communicated by the NAO in its Supporting Information.

• any other evidence which we consider necessary to conclude on your arrangements.

We have identified significant risks which we are required to communicate to you. The NAO's Code of Audit Practice defines ‘significant’ as follows: 

A matter is significant if, in the auditor’s professional view, it is reasonable to conclude that the matter would be of  interest to the audited body or the wider public. Significance 

has both qualitative and quantitative aspects. 

We have set out overleaf the risks we have identified, how they relate to the Code sub-criteria, and the work we propose to undertake to address these risks.
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Value for money (continued)
We set out below the significant risks we have identified as a result of our initial risk assessment and the work we propose to address these risks.

Significant risk Link to sub-criteria Work proposed to address

Financial resilience
A great deal of uncertainty exists in relation to future income 
and funding streams for the Council post 2016/17. It is 
expected that a contribution will be required from the 
Council's working balances of £1 million and £2.3 million in 
2017/18 and 2018/19 respectively.

The closure of Rugeley power station, expected in June 2016, 
will have a material impact on business rates income for the 
Council, resulting in a net reduction of £1million per annum, 
representing 8.3% of the Councils net spending.

This links to the Council's arrangements for sustainable 
resource deployment, to ensure that finances are 
planned effectively to support the sustainable delivery of 
strategic priorities to maintain statutory functions, as well 
as the arrangements that are in place to make informed 
decisions, ensuring as an organisation they are acting in 
the public interest.

We will review the Council's arrangements in place for 
identifying, agreeing and monitoring its sustainability and 
operational plans, and communicating key findings to the 
Governing Body and Audit Committee.

We will review the Council's medium term financial plan 
and monthly financial monitoring reports and assess the 
assumptions used in relation to the reduction of Rugeley
power station business rates and the impact the closure 
will have on the Council.

Sensitivity analysis will be performed on the modelling of 
best and worst case scenarios in response to the expected 
reduction in income streams and the actions taken to 
mitigate these risks will be considered.

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

Reporting

The results of our VfM audit work and the key messages arising will be reported in our Audit Findings Report and Annual Audit Letter. 

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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DRAFT

The audit cycle

Key dates

Completion/
reporting 

Debrief
Interim audit 

visit
Final accounts

Visit

March 2016 July 2016 August 2016 August 2016

Key phases of our audit

2015-2016

Date Activity

January 2016 Planning

March 2016 Interim site visit

March 2016 Presentation of audit plan to Audit Committee

July 2016 Year end fieldwork

August 2016 Audit findings clearance meeting with Director of Finance

August 2016 Report audit findings to those charged with governance (Audit Committee)

August 2016 Sign financial statements opinion

Planning

January 2016
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Fees

£

Council audit 52,109

Grant certification 11,593

Total audit fees (excluding VAT) 63,702

Fees and independence

Our fee assumptions include:

� Supporting schedules to all figures in the accounts are supplied by the 

agreed dates and in accordance with the agreed upon information 

request list.

� The scope of the audit, and the Council and its activities, have not 

changed significantly.

� The Council will make available management and accounting staff to 

help us locate information and to provide explanations.

� The accounts presented for audit are materially accurate, supporting 

working papers and evidence agree to the accounts, and all audit 

queries are resolved promptly.

Grant certification

� Our fees for grant certification cover only housing benefit subsidy 

certification, which falls under the remit of Public Sector Audit 

Appointments Limited

� Fees in respect of other grant work, such as reasonable assurance 

reports, are shown under 'Fees for other services'.

Fees for other services

Fees for other services reflect those agreed at the time of issuing our Audit Plan. 

Any changes will be reported in our Audit Findings Report and Annual Audit Letter

Independence and ethics

We confirm that there are no significant facts or matters that impact on our 

independence as auditors that we are required or wish to draw to your attention. We 

have complied with the Auditing Practices Board's Ethical Standards and therefore 

we confirm that we are independent and are able to express an objective opinion on 

the financial statements.

Full details of all fees charged for audit and non-audit services will be included in our 

Audit Findings Report at the conclusion of the audit.

We confirm that we have implemented policies and procedures to meet the 

requirements of the Auditing Practices Board's Ethical Standards.

Fees for other services

Service Fees £

None Nil

ITEM NO.  8.18



©  2016 Grant Thornton UK LLP   |   The Audit Plan for Cannock Chase District Council  |  2015/16

Communication of  audit matters with those charged with governance

Our communication plan
Audit 
Plan

Audit 
Findings

Respective responsibilities of auditor and management/those 
charged with governance

�

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

�

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

�

Confirmation of independence and objectivity � �

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

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

Details of safeguards applied to threats to independence

� �

Material weaknesses in internal control identified during the audit �

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

�

Non compliance with laws and regulations �

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

Uncorrected misstatements �

Significant matters arising in connection with related parties �

Significant matters in relation to going concern �

International Standards on Auditing (UK & Ireland) (ISA) 260, as well as other ISAs, 
prescribe matters which we are required to communicate with those charged with 
governance, and which we set out in the table opposite.  

This document, The Audit Plan, outlines our audit strategy and plan to deliver the audit, 
while The Audit Findings Report will be issued prior to approval of the financial 
statements  and will present key issues and other matters arising from the audit, together 
with an explanation as to how these have been resolved.

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

Respective responsibilities

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

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

Our annual work programme is set in accordance with the Code of Audit Practice ('the 
Code') issued by the NAO and includes nationally prescribed and locally determined 
work (https://www.nao.org.uk/code-audit-practice/about-code/). Our work considers the 
Council's key risks when reaching our conclusions under the Code. 

It is the responsibility of the Council to ensure that proper arrangements are in place for 
the conduct of its business, and that public money is safeguarded and properly 
accounted for.  We have considered how the Council is fulfilling these responsibilities.
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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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Purpose

The purpose of this report is to contribute towards the effective two-way communication between auditors and the Council's Audit and Governance Committee, as 'those 

charged with governance'. The report covers some important areas of the auditors risk assessment where we are required to make inquiries of the Audit and Governance 

Committee under auditing standards.

Background

Under International Standards on Auditing (UK and Ireland) (ISA(UK&I)) auditors have specific responsibilities to communicate with the Audit and Governance 

Committee. ISA(UK&I) emphasise the importance of two-way communication between the auditor and the Audit  and Governance Committee and also specify matters 

that should be communicated.

This two-way communication assists both the auditor and the Audit  and Governance Committee in understanding matters relating to the audit and developing a 

constructive working relationship. It also enables the auditor to obtain information relevant to the audit from the Audit  and Governance Committee and supports the 

Audit and Governance Committee in fulfilling its responsibilities in relation to the financial reporting process. 

Communication

As part of our risk assessment procedures we are required to obtain an understanding of management processes and the Audit  and Governance Committee's oversight of 

the following areas:

• fraud
• laws and regulations
• going concern
• accounting estimates
• related party transactions

This report includes a series of questions on each of these areas and the response we have received from the Council's management. The Audit  and Governance 

Committee should consider whether these responses are consistent with the its understanding and whether there are any further comments it wishes to make. 
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Fraud

Issue

Matters in relation to fraud

ISA (UK&I) 240 covers auditors responsibilities relating to fraud in an audit of financial statements.

The primary responsibility to prevent and detect fraud rests with both the Audit and Governance Committee and management. Management, with the oversight of the 

Audit and Governance Committee, needs to ensure a strong emphasis on fraud prevention and deterrence and encourage a culture of honest and ethical behaviour. As 

part of its oversight, the Audit and Governance Committee should consider the potential for override of controls and inappropriate influence over the financial reporting 

process.

As auditor, we are responsible for obtaining reasonable assurance that the financial statements are free from material misstatement due to fraud or error. We are required 

to maintain professional scepticism throughout the audit, considering the potential for management override of controls. As part of our audit risk assessment procedures 

we are required to consider risks of fraud. This includes considering the arrangements management has put in place with regard to fraud risks including: 

• assessment that the financial statements could be materially misstated due to fraud
• process for identifying and responding to risks of fraud, including any identified specific risks
• communication with the Audit and Governance Committee regarding its processes for identifying and responding to risks of fraud
• communication to employees regarding business practices and ethical behaviour. 

We need to understand how the Audit and Governance Committee oversees the above processes. We are also required to make inquiries of both management and the 

Audit and governance Committee as to their knowledge of any actual, suspected or alleged fraud. These areas have been set out in the fraud risk assessment questions 

below together with responses from the Council's management. 
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Fraud risk assessment

Question Management response

Has the Council assessed the risk of material misstatement in the 

financial statements due to fraud?

What are the results of this process?

Although there is an on-going risk of fraud being committed against the Council arrangements are in 

place to both prevent and detect fraud. The S151 Officer has the overall responsibility for  assessing 

the risk of material misstatement in the financial statements and is supported by management who 

provide the appropriate evidence for this assessment. In addition, work is carried out by Internal 

Audit on overall fraud risk areas and specifically on Council Tax, Housing Benefit and Social housing 

fraud.  All work undertaken by Internal Audit has fraud considerations  built into it. The risk of 

material misstatement of the accounts due to undetected fraud is low. Investigation into fraud is the 

responsibility of the compliance team within Revenues and benefits.

What processes does the Council have in place to identify and 

respond to risks of fraud?
The Council has an Anti-Fraud & Corruption Framework which incorporates the fraud response 

plan. There is also a Confidential Reporting Framework to allow concerns to be raised from within as 

well as by external parties.

Have any specific fraud risks, or areas with a high risk of fraud, been 

identified and what has been done to mitigate these risks?
No areas with a high risk of material fraud have been identified. The susceptibility of services to fraud 

forms part of the Council’s Audit Needs assessment process. This is provided to the Audit and 

Governance Committee. Training and awareness sessions are provided periodically.

Are internal controls, including segregation of duties, in place and 

operating effectively?

If not, where are the risk areas and what mitigating actions have been 

taken?

Internal controls, including whether segregation of duties exist, are reviewed by Internal Audit as part 

of their routine and investigative work; exceptions are reported to managers and inform the Internal 

audit opinion. 

Are there any areas where there is a potential for override of controls 

or inappropriate influence over the financial reporting process (for 

example because of undue pressure to achieve financial targets)? 

There is always the potential for an override of controls within systems, however our control 

framework has established secondary compensatory controls in place that would identify any such 

override taken place. Financial reporting is produced and balanced from the financial system, and  the 

reporting hierarchy allows for checks to be performed throughout the process, for example by the 

S151 Officer, Senior Management Team and Cabinet.

Are there any areas where there is a potential for misreporting 

override of controls or inappropriate influence over the financial 

reporting process?

No, as detailed above, there are compensatory controls in place to flag any overrides of controls.
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Fraud risk assessment (continued)
Question Management response

How does the Audit and Governance Committee exercise oversight 

over management's processes for identifying and responding to risks 

of fraud?

What arrangements are in place to report fraud issues and risks  to 

the Audit and governance Committee?

The Internal Audit Risk Based Plan is approved by the Audit and Governance Committee before 

commencement each year. Internal Audit complete a robust review of internal controls on a risk 

basis and report regularly to Audit and Governance Committee. The Audit and Governance 

Committee are informed of the audit opinions and seek management reassurance on the 

improvement of controls where the consequences are considered high risk. At each meeting, Audit 

and Governance Committee members receive an update on instances of actual, suspected or alleged 

fraud investigations that have occurred since the last meeting and their outcomes.

How does the Council communicate and encourage ethical 

behaviour of its staff and contractors?
The Council has a staff code of conduct, confidential reporting policy and Financial regulations in 

place. All staff are regularly reminded of these. In respect of contractors ethical considerations are 

built into all contracts.

How do you encourage staff to report their concerns about fraud? 

Have any significant issues been reported?
There is an Anti Fraud and corruption framework and a Confidential Reporting framework in place 

which explain the procedures to follow. Staff are expected to report suspicious or fraudulent 

behaviour. No significant issues have been reported and no issues have been reported under the 

bribery act.

Are you aware of any related party relationships or transactions that 

could give rise to risks of fraud?
2014/15 financial statement disclosure of related party transactions did not identify any potential 

fraud risks. Members and officers are required to make full disclosure of any relationships that impact 

on their roles. Members are required to declare any relevant interests at Council and Committee 

meetings.

Are you aware of any instances of actual, suspected or alleged, 

Fraud within the Council as a whole since 1 April 2014?
There are no material instances of fraud that have been identified during the year. There are some 

areas that are inherently at risk from fraud such as:

■ Council Tax

■ Benefit fraud

■ Single person discount

■ Social housing fraud

From April to June there was a dedicated benefits investigation team which investigates any benefit 

related fraud, from this date there is now a compliance team within the structure. The council takes 

part in the National Fraud Initiative.
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Laws and regulations

Issue

Matters in relation to laws and regulations

ISA (UK&I) 250 requires us to consider the impact  of laws and regulations in an audit of the financial statements.

Management, with the oversight of the Audit and Governance Committee, is responsible for ensuring that the Council's operations are conducted in accordance with laws 

and regulations including those that determine amounts in the financial statements. 

As auditor, we are responsible for obtaining reasonable assurance that the financial statements are free from material misstatement due to fraud or error, taking into 

account the appropriate legal and regulatory framework. As part of our risk assessment procedures we are required to make inquiries of management and the Audit  and 

Governance Committee as to whether the entity is in compliance with laws and regulations. Where we become aware of information of non-compliance or suspected 

non-compliance we need to gain an understanding of the non-compliance and the possible effect on the financial statements.

Risk assessment questions have been set out below together with responses from management.
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Impact of  laws and regulations

Question Management response

What arrangements does the Council have in place to prevent and detect 

non-compliance  with laws and regulations?
The Monitoring Officer, Heads of Service and Management are responsible for ensuring the 

Council is compliant with laws and regulations. The Constitution notes that the Monitoring 

Officers responsibilities cover:

■ complying with the law of the land (including any relevant Codes of Conduct);

■ complying with any General Guidance issued, from time to time, by the Standards Committee 

and / or advice of the Monitoring Officer;

■ making lawful and proportionate decisions; and

■ generally, not taking action that would bring the Council, their offices or professions into 
disrepute.

The Monitoring Officer has access to all Council committee reports and raises awareness on legal 

requirements at meetings where needed. In addition in terms of any specific legal issues the 

Monitoring Officer would get involved at an early stage.

Further information on how the Monitoring Officer carries out these responsibilities are detailed 

in the Constitution.

The S151 officer is responsible for preparing the accounting statements in accordance with 

relevant legal and regulatory requirements.

Work undertaken by Internal Audit ensures compliance with the relevant laws and regulations.

How does management gain assurance that all relevant laws and 

regulations have been complied with?
The Council has a Monitoring Officer and S151 Officer who provide assurance that all relevant 

laws and regulations have been complied with. Also all Cabinet reports have a standard section 

detailing any legislative issues.

The work of Internal Audit  also provides a source of assurance . Any non-compliance is 

reported to management via Internal Audit reports and appropriate plans are put in place to 

remedy such issues.
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Impact of  laws and regulations (continued)

Question Management response

How is the Audit and Governance Committee provided with assurance that 

all relevant laws and regulations have been complied with?
All committee papers (with the exception of the Audit and Governance Committee) are 

required to include an assessment of potential legal implications.

Assurance is also provided through the Internal Audit Annual Report and opinion and the 

Annual Governance Statement. 

Have there been any instances of  non-compliance or suspected non-

compliance with law and regulation since 1 April 2014, or earlier with an on-

going impact on the 2014/15 financial statements?

None.

What arrangements does the Council have in place to identify, evaluate and 

account for litigation or claims?
The Monitoring Officer and the Section 151 Officer identify and evaluate the impact of 

litigation and claims which are then recorded as expenditure, as a provision or disclosed as a 

contingent liability in the accounts. This impact is mitigated in some cases by appropriate 

insurance cover.

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

financial statements?
None.

Have there been any reports from other regulatory bodies, such as HM 

Revenues and Customs which indicate non-compliance?
None.
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Going concern

Issue

Matters in relation to going concern

ISA (UK&I) 570 covers auditor responsibilities in the audit of financial statements relating to management's use of the going concern assumption in the financial 

statements.

The going concern assumption is a fundamental principle in the preparation of financial statements. Under this assumption entities are viewed as continuing in business 

for the foreseeable future. Assets and liabilities are recorded on the basis that the entity will be able to realise its assets and discharge its liabilities in the normal course of 

business.

The code of practice on local authority accounting requires an authority’s financial statements to be prepared on a going concern basis. Although the Council is not 

subject to the same future trading uncertainties as private sector entities, consideration of the key features of the going concern provides an indication of the Council's 

financial resilience.

As auditor, we are responsible for considering the appropriateness of use of the going concern assumption in preparing the financial statements and to consider whether 

there are material uncertainties about the Council's ability to continue as a going concern that need to be disclosed in the financial statements. We discuss the going 

concern assumption with management and review the Council's financial and operating performance. 

Going concern considerations have been set out below and management has provided its  response.

ITEM NO.  9.10



©  2016 Grant Thornton UK LLP   |   Cannock Chase District Council - Informing the risk assessment   |  2015/16

Going concern considerations 

Question Management response

Does the Council have procedures in place to assess the Council's 

ability to continue as a going concern?
The Financial Strategy considers the financial position of the authority over the short, medium and 

long term and is designed to ensure that the Council continues as a going concern. Internal Audit's 

work plan provides an on-going review of key elements of the Strategy to ensure its delivery or to 

highlight at an early stage any unforeseen risks.

Is management aware of the existence of other events or conditions 

that may cast doubt on the Council's ability to continue as a going 

concern?

The announcement in February of the planned closure of the Rugeley power station has a 

significant impact on the councils medium term financial plan. This has been reported to council 

in February 2016 with a plan for the next two financial years. Representation is also being made to 

Government.

Are arrangements in place to report the going concern assessment to 

the Audit and Governance Committee?
The Audit and Governance Committee consider a number of reports which provide them with 

assurance that the Council continues as a going concern. These include the Statement of 

Accounts, Revenue and Capital outturn reports including analysis of reserves held, and Treasury 

management Strategies. They also receive reports stating that all controls and risks have been 

managed appropriately and as Members will have access to all reports produced across the 

Council.

Are the financial assumptions  (eg future levels of income and 

expenditure) consistent with the Council's Business Plan and the 

financial information provided to the Council throughout the year?

The Financial Plan has been prepared by appropriately qualified and experienced staff in 

consultation with service managers. The scrutiny committee also reviews financial plans before 

approval. The financial assumptions are therefore consistent with the Councils service plan. 

Reports in year are consistent with the budget set.
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Going concern considerations (continued)

Question Management response

Are the implications of statutory or policy changes appropriately reflected in 

the Business Plan, financial forecasts and report on going concern?
The financial plan explicitly considered the government changes in terms of grant settlement 

and the financial settlement. The plan is updated to reflect the financial settlement.

Have there been any significant issues raised with the Audit and Governance 

Committee during the year which could cast doubts on the

assumptions made? (Examples include adverse comments raised by internal 

and external audit regarding financial performance or significant weaknesses 

in systems of financial control).

Although assumptions are regularly challenged by the Audit  and Governance Committee, no 

such issues have been raised.

Does a review of available financial information identify any adverse financial 

indicators including negative cash flow?

If so, what action is being taken to improve financial performance?

Financial monitoring has not identified any such adverse financial indicators.

Does the Council have sufficient staff in post, with the appropriate skills and 

experience, particularly at senior manager level, to ensure the delivery of the 

Council’s objectives?

If not, what action is being taken to obtain those skills?

The Council has the relevant expertise to deliver the Council’s strategy and objectives. 
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Estimates

Issue

Matters in relation to accounting estimates

ISA (UK&I) 540 covers auditor responsibilities relating to estimates in an audit of financial statements. 

Local authorities use estimates in the preparation of their financial statements. We need to obtain an understanding of:

• how management identifies the transactions, events and conditions that give rise to the need for an accounting estimate.
• how management actually make the estimates, including the control procedures in place to minimise the risk of misstatement.

We need to be aware of all estimates that the Council use as part of their accounts preparation. These are set out overleaf.
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Estimate considerations

Estimate Method

Controls used to identify 

estimates

Use of an 

expert

Underlying assumptions

- Assessment of degree of uncertainty

- Consideration of alternative estimates

Change in 

accounting 

method in 

year?

Property plant &

equipment

valuations

Valuations are made by the 

in-house valuer for Council 

dwellings and an external 

valuer (Lambert Smith 

Hampton) for all other assets. 

Valuations are in line with 

RICS guidance on the basis 

of 5 year rolling valuations 

based on classes of asset with 

an interim desk top review to 

compare the carrying values 

and fair values.

Accounting standards require 

formal revaluations sufficiently 

regular to ensure the carrying 

amount does not differ 

materially from fair value at the 

year end. In addition valuations 

must be carried out 

simultaneously for each class 

of asset.

In–house and 

external valuer

Valuations are made in line with guidance- reliance 

on an expert.

Valuations now undertaken for each class of asset 

simultaneously.

No

Estimated

remaining useful

lives of PPE

The following asset 

categories have general asset 

lives:

■ Dwelling and other 

buildings 15 to 70 years

■ Equipment/vehicles 5 

years

■ Infrastructure 25 years
These are based on 

information from the valuer.

Consistent asset lives applied 

to each asset category

Use both in-

house and 

external valuer

The method makes some generalisations. For 

example, a new building can have a life as short as 15 

years or as long as 70 years depending on the 

construction materials used. This life would be 

recorded in accordance with the local qualified RICS 

or CIB Member. The valuer is appropriately 

qualified.

No
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Estimate considerations (continued)

Estimate Method

Controls used to identify 

estimates

Use of an 

expert

Underlying assumptions

- Assessment of degree of uncertainty

- Consideration of alternative estimates

Change in 

accounting 

method in 

year?

Depreciation &

Amortisation

Depreciation is provided for 

on all fixed assets with a finite 

useful life on a straight-line 

basis.

Asset lives and values are 

obtained from the valuer.

Consistent application of 

depreciation method across all 

assets

No The length of the life is determined at the point of 

acquisition or revaluation according to:

■Depreciation is not applied in the year of addition

■Assets that are not fully constructed are not 

depreciated until they are brought into use.

No

Impairments Assets are assessed at each 

year-end as to whether there 

is any indication that an asset 

may be impaired. Where 

indications exist and any 

possible differences are 

estimated to be material, the 

recoverable amount of the 

asset is estimated and, where 

this is less than the carrying 

amount of the asset, an 

impairment loss is recognised 

for the shortfall.

Assets are assessed at each 

year-end as to whether there is 

any indication that an asset 

may be impaired.

Use the Internal 

and external  

valuer

Valuations are made in-line with RICS guidance -

reliance on expert.

No
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Estimate considerations (continued)

Estimate Method

Controls used to 

identify estimates

Use of an 

expert

Underlying assumptions

- Assessment of degree of uncertainty

- Consideration of alternative estimates

Change in 

accounting 

method in 

year?

Pensions –

Defined

benefit

pension

amounts and

Disclosures.

The Council is an admitted body 

to the Local Government 

Pension scheme.

Rely on the calculations 

made by the actuary,

based on information 

provided by the Authority.

The Actuary's report is 

reviewed for  

reasonableness by senior 

staff.

Yes -

Actuary for

the pension

schemes

Reliance on the expertise of the actuaries of the 

pension scheme

No

Bad Debt

Provision.

A provision is estimated using a 

proportion basis of an aged debt 

listing

Members of the Finance 

team calculate the 

provision from the aged 

debt listing based on prior 

experience.

No Consistent proportion used across aged debt as per 

the Code. This is based on type of debt and historic 

payment pattern.

No

Measurement of 

Financial Instruments

Council values financial 

instruments at fair value based on 

the advice of their internal 

treasury consultants and other 

finance professionals.

Take advice from finance 

professionals

Yes Sector Take advice from finance professionals, if required. No
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Estimate considerations (continued)

Estimate Method

Controls used to 

identify estimates

Use of an 

expert

Underlying assumptions

- Assessment of degree of uncertainty

- Consideration of alternative estimates

Change in 

accounting 

method in 

year?

Accruals Finance Team collate accruals of 

Expenditure and Income from 

purchase ledger and budget 

information. Activity is accounted 

for in the financial year that it takes 

place, not when money is paid or 

received

Purchase ledger and 

management accounts 

information assessed by 

Finance team.

No Accruals for income and expenditure have been 

principally based on known values. Where accruals 

have had to be estimated the latest available 

information has been used.

No

Provisions for

liabilities.

Provisions are made where an 

event has taken place that gives the 

Trust a legal or constructive 

obligation that probably requires 

settlement by a transfer of 

economic benefits or service 

potential, and a reliable estimate 

can be made.

Provisions are charged as an 

expense to the appropriate service 

line in the CIES in the year that the 

Council becomes aware of the 

obligation, and are measured at the 

best estimate at the balance sheet 

date of the expenditure required to 

settle the obligation, taking into 

account relevant risks and 

uncertainties.

Calculations by Head of 

Finance based on 

information from third 

parties e.g. insurers and 

solicitors.

No Estimated settlements are reviewed at the end of each 

financial year. Where it becomes less than probable 

that a transfer of economic benefits will now be 

required (or a lower settlement than anticipated is 

made), the provision is reversed and credited back to 

the relevant service. Where some or all of the 

payment required to settle a provision is expected to 

be recovered from another party (e.g. from an 

insurance claim), this is only recognised as income for 

the service if it is virtually certain that reimbursement 

will be received by the Council.

No
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Estimate considerations (continued)

Estimate Method
Controls used to 
identify estimates

Use of an 
expert

Underlying assumptions

- Assessment of degree of uncertainty

- Consideration of alternative estimates

Change in 
accounting 
method in 
year?

Non adjusting

events - events after 

the BS date

S 151 Officer makes the 

assessment. If the event is 

indicative of conditions that arose 

after the balance sheet date then 

this is an un adjusting event. For 

these events only a note to the 

accounts is included, identifying the 

nature of the event and where 

possible estimates of the financial 

effect.

Heads of service notify 

S151 Officer.

This would be 

considered on 

individual 

circumstances.

This would be considered on individual 

circumstances

No

Finance leases Fixed assets recognised under 

finance leases are accounted for 

using the policies applied generally 

to Tangible Fixed Assets, subject to 

depreciation being charged over the 

lease term if this is shorter than the 

asset’s estimated useful life.

Finance review contracts 

and payments to ensure 

the lease is categorised 

correctly as a finance lease 

or an operating lease

No Property, Plant and Equipment recognised under 

finance leases are accounted for using the policies 

applied generally to such assets, subject to 

depreciation being charged over the lease term if this 

is shorter than the asset’s estimated useful life (where 

ownership of the asset does not transfer to the 

Council at the end of the lease period).

No
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Related parties
Issue

Matters in relation to related parties

ISA (UK&I) 550 covers auditor responsibilities relating to related party transactions.

Many related party transactions are in the normal course of business and may not carry a higher risk of material misstatement. However in some circumstances the nature 

of the relationships and transaction may give rise to higher risks.

For local government bodies, the Code of Practice on Local Authority Accounting in the United Kingdom (the Code) requires compliance with IAS 24: related party 

disclosures. The Code identifies the following as related parties to local government bodies:

• entities that directly, or indirectly through one or more intermediaries, control, or are controlled by the Council (i.e. subsidiaries)
• associates
• joint ventures in which the Council is a venturer
• an entity that has an interest in the Council that gives it significant influence over the Council
• key officers, and close members of the family of key officers
• post-employment benefit plan (pension fund) for the benefit of employees of the Council, or of any entity that is a related party of the Council.

The Code notes that, in considering materiality, regard should be had to the definition of materiality, which requires materiality to be judged from the viewpoint of both 

the Council and the related party.

ISA (UK&I) 550 requires us to review your procedures for identifying related party transactions and obtain an understanding of the controls that you have established to 

identify such transactions.  We will also carry out testing to ensure the related party transaction disclosures you make in the financial statements are complete and accurate.
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Related party considerations

Question Management response

Who are the Council's related parties? The Council has a significant number of related parties in which there is a material impact to the financial 

statements via virtue of - whether the Council might have the potential either to be controlled or influenced by 

the party or the potential to exert control or influence over the party (as defined by guidance in the Code). The 

areas where these are disclosed within the Council's financial statements are:

(1)Government - central government grants has control influence over the Council as the Council needs to act 

in accordance with its statutory responsibilities.

(2)Staffordshire County Pension Fund - this party is subject to common control by central government.

(3)Precepts & Levies - these parties are subject to common control by central government and thus might be 

empowered to transact on non-commercial terms. The Council is bound to pay the amount demanded from 

these parties through precept or levy.

(4) Members and Officers - Certain Members and Officers may have controlling influence or related interests 

with other of the Council's related party organisations; such that they may be in a position to significantly 

influence the policies of the Council.

What are the controls in place to identify, account for, and 

disclose, related party transactions and  relationships?
A number of arrangements are in place for identifying the nature of a related party and reported value 

including:

■Maintenance of a Register of interests for Members, a register for pecuniary interests in contracts for 
Officers and Senior Managers requiring disclosure of related party transactions.

■ Annual return from senior managers/officers requiring confirmation that read and understood the 

declaration requirements and stating details of any known related party interests.

■ Review of in-year income and expenditure transactions with known identified related parties from prior year 

or known history.

■ Review of the accounts payable system and identification of amounts paid to assisted or voluntary 
organisations.
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