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FIRE EVACUATION PROCEDURES 

FOR VISITORS AT EBLEY MILL 
 

•••• Upon hearing the fire alarm, visitors should immediately evacuate the building 
following the instructions given by the Chair at the start of each meeting. 

 
•••• DO NOT stay, or return, to collect personal belongings. 
 
•••• DO NOT use the lifts when the alarm is sounding.  
 
•••• Upon evacuation, visitors should go to the NB assembly point.  The assembly 

points are situated in the staff car park where a fire steward will be there to take a 
roll call. 

 
•••• Visitors must remain at the assembly points until permission is given to leave. 
 
•••• Visitors must not leave the site until instructed to do so. 

 
 

 
 
 



Audit and Standards Committee 1 Agenda 
25 June 2013  Published 14 June 2013 

 

 
 
 

For Agenda enquiries contact: Lynne Barkley, Democratic Services and Elections Officer 
Tel: 01453 754356   Email lynne.barkley@stroud.gov.uk  

 
  14 June 2013 

 
AUDIT AND STANDARDS COMMITTEE 

 
A meeting of the Audit and Standards Committee will be held on Tuesday, 25 
June 2013  in the Council Chamber, Ebley Mill, Ebley Wharf, Stroud at 7.00 pm.  

 

David Hagg 
Chief Executive 

 
A G E N D A  

 
 

 

Please Note:  This meeting will be filmed for live or subsequent broadcast via the 
Council’s internet site (www.stroud.gov.uk).  The whole of the meeting will be 
filmed except where there are confidential or exempt items, which may need to be 
considered in the absence of the press and public.   
The images and sound recording may be used for training purposes within the 
Council. 

Whilst the public seating areas are not directly filmed, particular camera shots around the 
Chamber may capture persons seated in the public areas.  If you ask a question in 
accordance with the procedures in the Council’s Constitution and use a microphone for this 
purpose, then you will be deemed to have consented to being filmed.  By entering the Council 
Chamber and using the public seating areas, you are consenting to being filmed and to the 
possible use of those images and sound recordings for webcasting and/or training purposes. 
If you have any queries regarding the above, please contact the officer named at the top of 
this agenda. 

 
1. APOLOGIES 
 
2. DECLARATIONS OF INTEREST  
 To receive:- 
 Declarations of interest. 
  
3. MINUTES 
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 To confirm and sign as a correct record the Minutes of the meeting held on 
26 March 2013. 

 
4. PUBLIC QUESTION TIME 
 The Chair of the Committee will answer questions from members of the 

public, which have been submitted in advance, in accordance with the 
Council’s procedures.  The deadline for receipt of questions is NOON on 
Thursday, 20 June 2013.   Questions must be submitted in writing to the 
Chief Executive, Democratic Services, Ebley Mill, Ebley Wharf, Stroud and 
sent by post, or by fax on 01453 754957 or by email: 
democratic.services@stroud.gov.uk. 

 
5. EXTERNAL AUDIT FEES 2013/14  
 To consider the Audit Fee Letter prepared by KPMG LLP. 
 
6. 4TH QUARTER TREASURY MANAGEMENT ACTIVITY REPORT 2012/1 3 
 To receive an update on treasury management activity for the fourth quarter 

of 2012/13. 
 
7. INTERNAL AUDIT PLAN  MONITORING REPORT  
 To receive details of the remaining audits completed in the final quarter of 

2012/13 on the Internal Audit Plan. 
 
8. INTERNAL AUDIT ANNUAL REPORT 2012/13  
 To receive a brief overview of Internal Audit work, compliance with Council 

policies and general probity issues for the financial year ending 31st March 
2013, and to provide an opinion on the overall adequacy and effectiveness of 
the organisation’s control environment. 

9. REVIEW OF THE EFFECTIVENESS OF INTERNAL AUDIT  
 To receive details of the outcome of the review of the effectiveness of internal 

audit as required under the Accounts and Audit (England) Regulations 2011. 

10. ANNUAL GOVERNANCE STATEMENT 2012/13  
 To approve the Annual Governance Statement set out in Appendix A as 

signed by the Chief Executive and Leader of the Council. 
 
11. RISK MANAGEMENT POLICY  
 To review the revised Risk Management Policy and recommend its approval 

to the Strategy and Resources Committee. 
 
12. PUBLIC SECTOR INTERNAL AUDIT STANDARDS (PSIAS)  
 To receive details of changes to the Public Sector Internal Audit Standards. 
 
13. AUDIT AND STANDARDS BUSINESS PLAN 2013/14  
 To consider the Committee’s Business Plan for 2013/14 and update 

accordingly.  
 
14. MEMBERS’ QUESTIONS 
 See Agenda Item 4 for deadline for submission 
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DATE OF NEXT MEETING 
 

Thursday, 26 September 2013 
 

The Committee Membership for 2013/2014 Civic Year is as follows: 
 
Councillor  Molly Cato  (Chair)  Councillor  Nigel Studdert -Kennedy  (Vice-Chair)  
Councillor Chris Brine Councillor Keith Pearson 
Councillor Paul Carter Councillor Roger Sanders 
Councillor Paul Denney Councillor Rhiannon Wigzell 
Councillor Alan O’Connor  

 
In the Event of  a Fire 

 
Leave the room by the nearest fire exit these are l ocated to the rear of the Chamber 

and the door leading to the Roof Garden marked as F ire Exits. 
Proceed to the main car park and assemble by the Ne w Build sign (NB). 

 
 
 
 
 

If you require this agenda in large print format or a translation please contact Democratic 
Services � 01453 754351 or email: democratic.services@stroud.gov.uk 
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AUDIT AND STANDARDS COMMITTEE 

 
26 March 2013 

 
7.00 pm – 8.25 pm 

 
Council Chamber, Ebley Mill, Stroud 

 
Minutes  

3 

 
Membership:  
 
Councillor Paul Smith * P Councillor Stephen Lydon P 
Councillor Molly Cato ** A Councillor Nigel Studdert-Kennedy P 
Councillor Chris Brine A Councillor Brian Tipper P 
Councillor Paul Carter P Councillor Rhiannon Wigzell A 
 
* Chair            ** Vice-Chair                       P = Present             A = Absent 
 
Other Councillors in attendance  
 
Councillor Tom Williams, Executive Member for Finance 
 
Officers in attendance  
 
Head of Finance 
Principal Accountant 

Internal Auditor 
Democratic Services Assistant 

Others in attendance  
 
Darren Gilbert, Director, KPMG (the Council’s external auditors) 
Matthew Arthur, KPMG (the Council’s external auditors) 
 
AC.047 APOLOGIES  
 
Apologies for absence were received from Councillors Molly Cato and 
Rhiannon Wigzell. 
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AC.048 DECLARATIONS OF INTEREST  
 
(a) Personal and Prejudicial Interests  
 
There were none. 
 
(b) Section 106 of the Local Government Finance Act 199 2 
 
There were none. 
 
AC.049 MINUTES 
 
It was proposed and agreed that Minute AC.041 be amended to read “the 
Regeneration Officer took two years to sort and correct data”  
 
RESOLVED That the Minutes of the meeting of the Audit and Standards 

Committee held on 29 January 2013, subject to the a bove 
amendment, are approved as a correct record and sig ned by 
the Chair. 
 

AC.050 PUBLIC QUESTION TIME 
 
There were none. 
 
AC.051 FINANCIAL STATEMENTS AUDIT PLAN 2012/13  
 
Darren Gilbert from KPMG, the Council’s External Auditors, presented the report 
which provided a brief summary of two main areas of focus.  Savings plans, which 
were generic to all local authorities, examined how the Council was meeting its 
savings targets and was providing value for money.  The focus on the canal 
regeneration was about assessment and understanding of the project and an 
examination of how the scheme had been managed. 
 
The Chair identified that, the table on page 19 of the report had incorrect dates. 
Darren Gilbert agreed to amend the report. 
 
Members, in reference to page 19 of the report, ‘use of off-shore resources’ 
questioned what type of work was being undertaken in India and what the cost of this 
work would be.  Darren Gilbert informed the Committee that the off-shore team 
would undertake background research and that data security would be assured as 
access would be to servers based in the U.K.  It was agreed that a summary of the 
savings made from outsourcing would be presented to the next meeting of the 
Committee. 
 
Members identified that a report on the lessons learned from the canal regeneration 
project had been presented to a recent meeting of the Strategic Overview and 
Scrutiny Committee.  It was agreed that a copy of the report and an update on how 
lessons from the project had been implemented, should be presented to a future 
meeting of the Committee.  
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RESOLVED (i) To approve the Financial Statements Audit Plan 
2012/13. 

(ii) To receive a summary of cost savings from out-
sourcing. 

(iii) To receive and discuss the report on the cana l project. 
 
AC.052 INTERNAL AUDIT PLAN 2013/14  
 
The report by the Internal Audit Manager outlined the proposed audit plan for 
2013/14 which set out the days allocated for undertaking a range of audits.  The 
report highlighted that during the year there would be an examination of the 
Council’s scheme for flexible working hours, the new arrangements for Council Tax 
Benefits and for National Non-Domestic Rates Pooling and the canal regeneration 
project.  In response to a question from the Committee it was confirmed that the time 
allocated for the audit of the canal project would be sufficient.  KPMG would examine 
different aspects of the project to those to be undertaken by the Internal Audit Team. 
 
RESOLVED To approve the Internal Audit Plan 2013 -2014 as detailed in 

Appendix A of the report. 
 
AC.053 INTERNAL AUDIT PLAN MONITORING REPORT  
 
The report informed the Committee of the audits completed during 2012/13.  The 
Team was on target to achieve 90% of the planned audits by the end of the financial 
year.  Members identified two areas of the report that suggested further work was 
needed.  In respect of performance management, Members were concerned that the 
outcomes of meetings with Performance Overview and Scrutiny Committee (POSC) 
Members were not being recorded on the performance management system, 
Excelsis.  The Chair expressed concern that data was not maintained and up to 
date.  This restricted Members’ ability to monitor performance.  Members 
commented that under the new committee system, taking place from the new civic 
year, up to date and reliable data would be imperative.  It was reported that a report 
to POSC was being prepared on the use of the performance management system.  It 
was agreed that the report should be examined by the Audit Committee. 
 
RESOLVED To accept the report and the assurance given on the 

adequacy of internal controls operating in the syst ems 
audited. 

 
AC.054 ANNUAL REVIEW OF RISK MANAGEMENT STRATEGY  
 
The Head of Finance introduced the report which identified the proposed changes to 
the Council’s risk management process.  The report acknowledged that the 
Corporate Risk Management Group and the Council’s Risk Champions had met 
regularly throughout the year and had worked actively with Heads of Service to 
identify and record all risks. 
 
With the assistance of external advice, a review had been undertaken of the 
Council’s Risk Management Policy and Strategy.  The review highlighted that 
changes could be made to improve the focus of risk management and make the 
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process more efficient.  The review recognised the labour intensive nature of the 
existing process with much focus on detailed service risks rather than associated 
with delivering the Council’s corporate aims and objectives. 
 
It was proposed that the Corporate Risk Management Group be disbanded and the 
Corporate Team take on the role of formally reviewing all risks scoring eight and 
above within the Corporate Risk Register.  This would be undertaken on a quarterly 
basis as part of the team’s work on reviewing progress against the Corporate 
Delivery Plan. 
 
Members supported the report and requested that there be a report back in six 
months time which assessed the new procedures. 
 
RESOLVED To approve  the changes proposed to the risk management 

process. 
 
AC.055 AUDIT AND STANDARDS COMMITTEE BUSINESS PLAN 

2013/14 
 
The Head of Finance presented the proposed business plan for the year.  In addition 
to the plan it was reported that the Monitoring Officer would be undertaking a review 
of the revised Code of Conduct.  The plan was supported subject to additional 
reports on the Canal Regeneration Project and the POSC review of Excelsis. 
 
RESOLVED To note the Audit and Standards Committee Business Plan 

2013/14 subject to the addition of the further repo rts stated 
above. 

 
AC.056 MEMBERS’ QUESTIONS 
 
There were none. 
 
The meeting closed at 8.25 pm. 
 
 
 
 
 
 
 
 
 
 

Chair 
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Action List  
 
AC.051 Copy of the Canal Project Lessons Learnt rep ort presented to 

Strategic Overview and Scrutiny Committee, to be su bmitted to a 
future meeting of this Committee with an update. 

 
AC.051 Summary of the savings made from outsourcing  to be presented 

to the next meeting of the Committee. 
 
AC.053 Audit and Standards Committee to examine Per formance 

Overview and Scrutiny Report on the use of the perf ormance 
management system. 

 
AC.054 Report to Audit and Standards Committee in 6  months time which 

assesses the new procedures to review all risks sco ring 8 and 
above within the Corporate Risk Register. 
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Report Title 
 

EXTERNAL AUDIT FEES 2013/14 

Purpose of Report 
 

For KPMG LLP to inform Members of the indicative 
fee level for external audit for 2013/14. 

Decision(s) 
 

The Audit & Standards Committee RESOLVES to 
accept the report. 

Consultation and 
Feedback 

None 
 

Financial Implications 
and Risk Assessment 
 

There is budget provision for the level of fees 
indicated in the letter from KPMG. 

Appendix 1 of the KPMG letter sets out various 
assumptions made in setting the level of fees. Any 
variation of these assumptions may result in 
additional fees being charged.  

Sandra Cowley, Head of Finance 
Tel: 01453 754136  
Email: sandra.cowley@stroud.gov.uk 

Legal Implications 
 

There are no legal implications arising directly from 
the recommendation in this report. 

Peter Woodcock, Locum Legal Services Manager 
Tel: 01453 754369 
Email: peter.woodcock@stroud.gov.uk 

Report Author 
 

Sandra Cowley, Head of Finance 
Tel: 01453 754136  
Email: sandra.cowley@stroud.gov.uk 

Options 
 

N/A 

Performance 
Management Follow 
Up 

KPMG will report to the Audit & Standards 
Committee at their meeting in September on the 
outcome of the audit of the Council’s accounts. 

KPMG will report back to the committee if there are 
any increases required to the audit fee. 

Background Papers/ 
Appendices 

Appendix A – Annual Audit Fees 2013/14, letter 
from KPMG 
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1. Background 

1.1 The Council’s external auditors are required to report the level of fees for 
the forthcoming year of audit to the Audit & Standards Committee. The 
letter from the Council’s auditors, KPMG LLP attached at Appendix A sets 
out an indicative fee level for 2013/14 compared with 2012/13. 

 
2. Fees 2013/14 

2.1 There is no change in the level of the audit fee for 2013/14 based on a 
number of assumptions detailed in the attached letter. There is a small 
increase in the fee level for ‘Certification of Grant Claims and Returns’. 

2.2 The interim audit undertaken by KPMG in April this year found no issues 
that needed to be reported and the Council has a letter to that effect from 
KPMG. 

2.3 The Finance Team are on track to have the Statement of Accounts 
complete and signed by the 30th June and the appropriate working papers 
available for KPMG in time for the start of the audit. 

2.4 On this basis, we are not currently anticipating any increase in the fees 
proposed. 
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Report Title  
 

4TH QUARTER TREASURY MANAGEMENT 
ACTIVITY REPORT 2012/13 

Purpose of Report  
 

To provide an update on treasury management 
activity as at year-end 2012/2013.  

Decision(s)  
 

The Audit and Standards Committee  
APPROVES the treasury management activity 
fourth quarter report for 2012/2013. 

Consultation and  
Feedback  

Sector Treasury Services Limited 

Financial Implications 
& Risk Assessment 
 

Interest earned on investments was in line with the 
budget forecast of £350k.  The Council has 
exceeded benchmark rates and compares well with 
a benchmark group. 
 
Compliance with CIPFA’s Code of Practice for 
Treasury Management, which amongst other things 
recommends regular reporting to the committee 
delegated with the role of scrutiny, is aimed at 
mitigating the risks of treasury management.  This 
is a good practice rather than mandatory report. 
 
Graham Bailey, Principal Accountant 
Tel: 01453 754133 
E-mail: graham.bailey@stroud.gov.uk 

Legal  Implications  
 

There are no significant legal implications arising 
from this report. 
Peter Woodcock, Locum Legal Services Manager 
Tel: 01453 754369 
Email: peter.woodcock@stroud.gov.uk 
 

Report Author  
 

Maxine Bell, Snr Accounting Officer 
Tel: 01453 754134 
E-mail: maxine.bell@stroud.gov.uk 

Chair of Committee  Councillor Molly Cato  
Tel: 01453 298184 
E-mail: cllr.molly.scott.cato@stroud.gov.uk 

Options  
 

None 

Performance 
Management Follow 

An outturn report showing the full year position for 
2012/13 will be presented to Audit Committee in 



 

2 
Audit and Standards Committee  Agenda Item 6 
25 June 2013 

Up September. This is a requirement of the revised 
CIPFA Code of Practice for Treasury Management. 

Background Papers  
 
 
 

Appendices 

o Council Report 23 February 2012, Agenda Item 
7, Treasury Management Strategy, Annual 
Investment Strategy and Minimum Revenue 
Provision Policy Statement 2012/13 

o Council Report 29 November 2012, Agenda 
Item 9, Half Year Treasury Management 
Activity Report 2012/13 

o Audit & Standards Committee Report 29th 
January 2013, Agenda Item 7, 3rd Quarter 
Treasury Management Activity.  

A – Economic Update 
B – Prudential Indicators as at 31 March 2013  
C – Explanation of prudential indicators 

 
 
Background 

1. Treasury management is defined as: ‘The management of the local authority’s 
investments and cash flows, its banking, money market and capital market 
transactions; the effective control of the risks associated with those activities; 
and the pursuit of optimum performance consistent with those risks.’ 

2. This report is presented to the Audit and Standards Committee to provide an 
overview of the investment activity and performance at the fourth quarter of the 
financial year, and to report on prudential indicators and compliance with 
treasury limits. A quarterly report is regarded as good practice, but is not 
essential under the Code of Practice for Treasury Management (the Code). 

Discussion 

3. The Chartered Institute of Public Finance and Accountancy (CIPFA) issued the 
revised Code in November 2009, and it was adopted by this Council on 21 
January 2010.  This fourth quarter report has been prepared in compliance 
with CIPFA’s Code of Practice, and covers the following: 

o An economic update – Appendix A 
o A review of the Treasury Management Strategy Statement (TMSS) and 

Investment Strategy  
o A review of the Council’s investment portfolio for 2012/13 
o A review of the Council’s borrowing strategy for 2012/13 
o A review of compliance with Treasury and Prudential Limits for 

2012/13 
o Other Treasury issues 
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Treasury Management Strategy Statement and Investme nt Strategy update  

4. The TMSS for 2012/13 was approved by Council on 23 February 2012.  The 
Council’s Investment Strategy, which is incorporated in the TMSS, outlines the 
Council’s investment priorities as follows: 

o Security of Capital 
o Liquidity 
o Yield 

 
5. The Council will also aim to achieve the optimum return on investments 

commensurate with the proper levels of security and liquidity.  In the current 
economic climate it is considered appropriate to keep investments short term, 
three months or less, with highly credit rated financial institutions, using 
Sector’s suggested creditworthiness approach, which includes a sovereign 
credit rating and Credit Default Swap (CDS) overlay. The Council is prepared 
to invest for up to a year with UK Government supported banks. 

6. A breakdown of the Council’s investment portfolio as at 31 March is shown in 
Table 2 of this report. Investments and borrowing during the year have been in 
line with the Strategy, and there have been no deviations from the strategy.   

7. Sector’s latest economic analysis is set out in Appendix A. Current advice from 
Sector is to invest for no more than 3 months, up to a year with UK government 
supported banks, or up to five years with government or local government.  

 
Investment Portfolio 2012/13 

8. In accordance with the Code, it is the Council’s priority to ensure security and 
liquidity of investments, and once satisfied with security and liquidity, to obtain 
a good level of return. The investment portfolio yield for the year is shown in 
the table below:  

  
TABLE 1: Average Interest Rate Compared With Benchm ark 
Rates   
            
            

Period 
Investment 

Interest 
Earned 

Average  
Investment  

Average 
Interest 

Rate 

Benchmark    
7 day LIBID 

Benchmark   
3 month 

LIBID 
01/04/12 - 
30/06/12 

£72,104 £21.9m 1.32% 0.45% 0.87% 

01/04/12 - 
30/09/12 £144,906 £23.7m 1.22% 0.43% 0.73% 

01/04/12 - 
30/12/12 £256,963 £25.1m 1.39% 0.41% 0.62% 

01/04/12 - 
31/03/13 

£349,282 £24.8m 1.41% 0.39% 0.56% 
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9. An amount of Icelandic Krona equivalent to £571k is held in an Escrow account 
due to currency controls in Iceland earning 4.2%. This interest amount is 
excluded from the figures shown in the above table. Also the Local Area 
Mortgage Scheme investment of £1m at 4.5% with Lloyds is excluded. 

10. Table 2 below shows the investments and borrowing position at the end of 
March 2013 compared with the position at the end of December, September 
and June.  

11. The approved limits as set out in the Treasury Management Strategy report to 
Council 23rd February 2012 within the Annual Investment Strategy were not 
breached during   2012/13. Funds were available for investment on a 
temporary basis. The level of funds available was mainly dependent on the 
timing of precept payments, receipt of grants and progress on the Capital 
Programme and canal project. The authority holds £6m core cash balances for 
investment purposes (i.e. funds that potentially could be invested for more than 
one year). 

TABLE 2: Investments & 
Borrowing               
               

  

Jun 
12              

£'000 

Sep 
12               

£'000 

Dec 
12               

£'000 

Mar 
13               

£'000 
BNP Paribas 42 1 0             
Ignis 0 0 1          1  
Prime Rate 1 1 2,818             
RBS MMF 0 0 437             
Money Market Funds 
Total 43 2 3,256          1  
          
Bank of Scotland 5,995 5,991 7,501   5,333  
Lloyds 6,000 6,000 6,000   4,000  
Lloyds Banking Group 
Total 11,995  11,991 13,501   9,333 
         
NatWest 5,969 5,036 13,395 9,487 
Royal Bank of Scotland 5,994 5,998 7 7 
RBS Banking Group Total 11,963  11,034 13,402 9,494 
          
Svenska Handelsbanken 2,000 3,000 0 0 
Other Banks Total 2,000 3,000 0 0 
         
TOTAL INVESTMENTS 26,001 26,027 30,159 18,828 
          
         
          
TOTAL PWLB 
BORROWING 91,717 91,717 91,717 91,717 
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External Borrowing 

12. The Council’s Capital Financing Requirements (CFR) for 2012/13 was 
£92.549m.  The CFR denotes the Council’s underlying need to borrow for 
capital purposes.  If the CFR is positive the Council may borrow from the 
PWLB or the market (External Borrowing) or from internal balances on a 
temporary basis (Internal Borrowing).  The Council has borrowing of £91.717m 
as at 31 March 2013. 

Compliance with Treasury and Prudential Limits 

13. It is a statutory duty for the Council to determine and keep under review the 
“Affordable Borrowing Limits”.  Council’s approved Treasury and Prudential 
Indicators are outlined in the approved TMSS.  

14. During the period to 31 March 2013 the Council has operated within the 
treasury limits and Prudential Indicators set out in the Council’s TMSS and in 
compliance with the Council's Treasury Management Practices.  The 
Prudential and Treasury Indicators are shown in Appendix B. 
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Sector’s economic background for the quarter ended 31 March 2013 & interest rate 
forecast 
 

o During the quarter ended 31 March: - 

o Indicators suggest that the economy was very near to a second 
consecutive quarter of negative growth in GDP; 

o Household spending strengthened, both on and off the high-street; 

o Unemployment rose for the first time for a year; 

o Inflation remained stubbornly above the MPC’s 2% target; 

o Three members of the MPC voted for further QE; 

o UK equity prices rose and sterling fell; 

o The US economic recovery gathered pace. 

o It remains touch-and-go whether the UK economy contracted again in the 
first quarter: if so, it would result in a triple-dip recession. On the basis of 
past form, the CIPS/Markit business surveys point to next to no growth in 
the first quarter of 2013 and the first official sets of output data have been 
fairly disappointing. Although the index of services rose by a monthly 0.3% 
in January, this did not fully reverse its drop in December. Meanwhile, 
industrial production posted a 1.2% monthly fall in January. This was partly 
driven by lower output in the volatile energy sector, but manufacturing 
output was down 1.5% on the month too. Note also that unusually bad 
weather at the end of the quarter may have depressed activity in certain 
sectors, such as retail and construction. 

o Household spending appears to have started the year on a stronger footing. 
The 2.1% monthly rise in retail sales in February more than offset January’s 
0.7% fall.  Non-high street spending has been robust too, with new car 
registrations up by 7.9% in the year to February. 

o The latest data tentatively suggested that the labour market’s recent 
resilience is coming to an end. Employment continued to grow, by 131,000 
in the three months to January, but this was slower than the 175,000 gain 
seen in the fourth quarter. The unemployment data was also softer, with the 
ILO measure showing a 7,000 rise in unemployment in the three months to 
January, the first increase in a year. Admittedly, the timelier claimant count 
measure still fell in February, albeit by a trivial 1,500. Meanwhile, pay growth 
remained subdued, with the headline (3m average of the annual rate) 
measure of earnings falling to 1.2% in January. 

o Elsewhere, the housing market has been revived a bit by the Bank of 
England’s Funding for Lending Scheme (FLS) which helped to bring down 
some mortgage rates, primarily on fixed products. The quoted interest rate 
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on a 2-year fixed mortgage at a 90% loan-to-value ratio has fallen around 80 
basis-points since the introduction of the FLS back in August.   

o This is helping to support house prices. Both the Halifax and Nationwide 
measures reported monthly gains in February, rising by 0.5% and 0.2% 
respectively. The Halifax measure rose by 1.9% on a 3-month-on-3-month 
basis, the fastest pace since the beginning of 2010. But there were some 
early signs of weakness in the housing market in the first quarter. Mortgage 
approvals as measured by the BBA fell in both January and February, and 
are now 8% lower compared with the end of last year. But this may be 
overstating the fall, as smaller lenders, not measured by the BBA figures, 
have been gaining market share recently. The broader Bank of England 
data, which also includes non-bank lenders, showed that approvals fell by 
just 1.6% in January.  

o On the fiscal front, the public borrowing figures for this year have been 
flattered by a number of one-offs, including the transfer of the Royal Mail 
pension fund and the revenues of interest generated by the Bank of 
England’s Asset Purchase Facility. On an underlying basis, however, the 
OBR forecast net borrowing of £121.9bn in 2012/13, is basically unchanged 
from the outturn seen in the last financial year. Underlying borrowing is now 
not forecast to fall substantially until 2014/15. 

o This year’s Budget contained many good individual measures, but they were 
on a small scale and their overall effect was fiscally neutral. The further 1p 
cut in corporation tax and the “employment allowance”, which helps to 
reduce employers’ national insurance contributions, were welcome moves 
that should help business. But giveaways were matched by further cuts, 
including a further 1% reduction in departmental spending in the next two 
fiscal years. 

o The Budget also contained a reaffirmation of the MPC’s 2% inflation target 
along with some minor tweaks to the MPC’s remit, which will allow the MPC 
more flexibility in the communication of its policy. This fell short of 
speculation that the government could suspend, or even scrap entirely, the 
2% inflation target. 

o Inflation, meanwhile, remained high, with the CPI measure rising from 2.7% 
to 2.8% in February. The latest rises have been driven, mainly, by higher 
energy prices. This reflected a sharp rise in sterling oil prices as well as the 
final price rise from a “big six” utility company filtering through.  

o The MPC has said that it would “look through” the latest energy driven price 
rises when setting monetary policy. Indeed, the minutes of February’s 
meeting showed that three members of the MPC, including Governor, 
Mervyn King, voted for further quantitative easing. The size of the Bank’s 
asset purchase programme has remained at £375bn since November. 

o Turning to the markets, both UK and global equity prices have rallied since 
the start of the year, with the FTSE 100 rising from 5,897 to 6,400. Gilt 
prices were volatile over the quarter, with the yield on 10-year gilts hitting 
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2.2% in early March, before falling back to 1.72% at the end of the quarter, 
similar to the level seen at the start of the year. Meanwhile, the pound has 
fallen sharply against the dollar, from $1.63 to $1.51. Sterling was slightly 
weaker against the euro, too, slipping from €1.23 to €1.19. 

o Internationally, the economic recovery in the US appeared to gather 
momentum over the first quarter. A weighted average of the ISM indices is 
consistent with annualised GDP growth of close to 3%.  What is more, the 
growth in private payrolls accelerated to a 3-month average of 200,000 in 
February. While the expiry of the payroll tax cut at the start of the year will 
hit real incomes, the 0.4% rise in underlying retail sales in February looks 
consistent with consumption growth of 2% annualised. 

o The Eurozone crisis flared up again at the end of the quarter, after it was 
agreed that bank deposits could be subject to a “haircut” as part of an 
international bail-out package for Cyprus. While a bailout package agreed 
by European Finance Ministers should avert disaster, the episode has 
raised fears about the safety of bank deposits in other periphery countries. 
Meanwhile, the underlying Eurozone economy looks weak. On past form the 
composite Eurozone PMI points to a 0.3% quarterly contraction of GDP in 
Q1. 

Sector’s forward view  

Economic forecasting remains difficult with so many external influences weighing 
on the UK. Major volatility in bond yields is likely during 2013/14 as investor fears 
and confidence, ebb and flow, between favouring more risky assets i.e., equities, 
and safer bonds.   Equity prices have staged an ongoing rise since mid 2012.  
Correspondingly, there had been a trend of a fall in bond prices and a rise in bond 
yields, until the Cyprus crisis reversed this trend in late February.  Key areas of 
uncertainty include: 

o The potential for a significant increase in negative reactions of populaces in 
Eurozone countries against austerity programmes, especially in countries 
with very high unemployment rates e.g. Greece and Spain, which face huge 
challenges in engineering economic growth to correct their budget deficits 
on a sustainable basis. 

o Failure of Italian political parties to form a viable coalition after the general 
election due to the blocking vote of the Five Star anti-austerity party, which 
has refused co-operation with any major party.  

o The impact of the Eurozone crisis on financial markets and the banking 
sector. 

o Monetary policy action failing to stimulate growth in western economies. 
o The impact of the UK Government’s austerity plan on confidence and 

growth. 
o Further downgrading by credit rating agencies of the creditworthiness and 

credit rating of UK Government debt, consequent upon repeated failure to 
achieve fiscal correction targets and recovery of economic growth. 

o The potential for weak growth or recession in the UK’s main trading partners 
-  the EU and US; 
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The overall balance of risks to economic recovery in the UK remains weighted to 
the downside. Sector believes that the longer run trend is for gilt yields and PWLB 
rates to rise, due to the high volume of gilt issuance in the UK, and of bond 
issuance in other major western countries.  However, near-term, the prospect of 
further QE is likely to keep gilt yields lower than they would otherwise be.  
However, any concerns that central banks are getting to the point where they are 
likely to view the beneficial effects of further QE as being exhausted, could lead to 
the reversal of this effect.  

Given the weak outlook for economic growth, Sector sees the prospects for any 
increase in Bank Rate before 2015 as very limited indeed, and the first increase 
could be even further delayed if growth disappoints.  
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Prudential Indicators as at March 2013 
 
 
 

Prudential Indicator 
2012/13 

Indicator     
£'000 

Actual as at        
31 March 2013               

£'000 

Capital Financing Requirement (CFR) 93,018 92,549 

Gross Borrowing 93,018 91,717 

Authorised Limit for external debt 110,000 91,717 

Operational Boundary for external debt 104,000 91,717 

Limit of fixed interest rates based on net 
debt 100% 100% 

Limit of variable interest rates based on net 
debt 100% 0% 

Principal sums invested > 364 days 6,000 0 

Maturity structure of borrowing limits     

  Under 12 months 100% 0% 

  12 months to 2 years 100% 0% 

  2 years to 5 years 100% 0% 

  5 years to 10 years 100% 0% 

  10 years and above 100% 100% 
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Explanation of prudential indicators  

Central Government control of borrowing was ended and replaced with Prudential 
borrowing by the Local Government Act 2003.  Prudential borrowing permitted local 
government organisations to borrow to fund capital spending plans provided they 
could demonstrate their affordability. Prudential indicators are the means to 
demonstrate affordability. 

 

Gross borrowing – compares estimated gross borrowing in February 2012 strategy 
with actual gross borrowing as at 31 March 2013. 

 

Capital financing requirement (CFR) – the capital financing requirement shows 
the underlying need of the Council to borrow for capital purposes as determined 
from the balance sheet. The overall positive CFR of £92.549m provides the Council 
with the opportunity to borrow if appropriate. 

 

Authorised limit for external debt - this is the maximum limit for gross 
external indebtedness. This is the statutory limit determined under section 3(1) of 
the Local Government Act 2003. This limit is set to allow sufficient headroom for day 
to day operational management of cashflows. This limit has not been breached in 
the period 1 April 2012 to 31 March 2013. 

 

Operational boundary for external debt – this is set as the more likely amount 
that may be required for day to day cashflow. This limit has not been breached in 
the period 1 April 2012 to 31 March 2013. 

 

Upper limit for fixed and variable interest rate ex posure  – these limits allow the 
Council flexibility in its investment and borrowing options. Current investments are 
either fixed rate term investments or on call. Borrowing is at a fixed rate.  

 

Upper limit for total principal sums invested for o ver 364 days – the amount it is 
considered can prudently be invested for period in excess of a year. Current policy 
is to keep investments less than one year with Government supported banks and 
less than 3 months with any other banks with appropriate credit ratings, therefore 
there are no long term investments as at 31 March 2013. 
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AUDIT & STANDARDS COMMITTEE 
 

 25 June 2013 

AGENDA 
ITEM NO 

 

7 
 
Report Title  
 

INTERNAL AUDIT PLAN MONITORING REPORT  
 

Purpose of Report  
 

To inform Members of the remaining audits 
completed as part of the 2012/13 Internal Audit 
Plan. 

Decision(s)  
 

The Com mittee RESOLVES to accept  the report 
and the assurance given on the adequacy of 
internal controls operating in the systems 
audited. 

Consultation and  
Feedback  

Internal Audit findings are discussed with service 
managers, and management responses to audit 
recommendations are included in each assignment 
report. 

Financial Implications  
and risk assessment 
 

There are no financial implications arising from this 
report. 

It is important that planned audits are carried out so 
that assurance can be given about the adequacy of 
the Council’s control environment. If too few audits 
are undertaken, this limits the extent of assurance 
that can be given. 

Sandra Cowley, Head of Finance 
Tel: 01453 754136 
Email: sandra.cowley@stroud.gov.uk 

Legal Implications  
 

There are no significant legal implications arising 
directly from this report. The Accounts and Audit 
Regulations 2011, require public bodies to maintain 
an adequate and effective system of internal audit 
of their accounting records and of their system of 
internal control. 

Peter Woodcock, Locum Legal Services Manager 
Tel: 01453 754369 
Email: peter.woodcock@stroud.gov.uk 

Report Author  
 

Terry Rodway, Internal Audit Manager 
Tel: 01453 754111 
Email: terry.rodway@stroud.gov.uk 

Options  
 

Not applicable 

Performance 
Management Follow Up 

This is the last report relating to the 2012-13 Plan. 
The Committee will receive regular monitoring 
reports on achievement against the 2013-14 Plan. 



Audit & Standards Committee  Agenda Item 7 
25 June 2013 

2

Background Papers  
 

CIPFA Code of Practice for Internal Audit in Local 
Government in the UK (2006) 
Internal Audit Annual Plan 2012/13  

Appendices  Appendix A – List of remaining Audits completed as 
part of the 2012/13 Plan 
Appendix B – Details of Internal Audit ‘Rank 1’ and 
‘Rank 2’ recommendations not implemented by the 
agreed date. 

 
 
1.0 BACKGROUND 

1.1 At the Audit Committee meeting held on 27th March 2012, Members 
approved the Internal Audit Annual Plan 2012 -13.  In accordance with 
the CIPFA Code of Practice for Internal Audit in Local Government in 
the UK 2006 (the Code), this report details the outcomes of internal 
work. 

 
1.2 This is the final report on compliance against the 2012/13 Plan and 

includes details of the remaining audits completed as part of the 
2012/13 Plan. The performance information is based on the number of 
completed audits vs. the number of planned audits (i.e. an output 
measure). The indicator for the 2012/13 Plan is 91% (31 out of 34 
planned audits completed), against a target of 90%. This figure does 
not include one audit that was substantially complete at the audit year 
end. This audit has subsequently been completed and a summary of 
the audit findings is included in this report. 

 
2.0 PROGRESS 

2.1 Details of the audits completed during the period are given in 
Appendix A . The Audit Opinion reached on each audit has been 
provided which should provide Members with a view on the adequacy 
of the controls operating within each area audited. 

 
2.2 It has previously been agreed that Members would be notified of any 

agreed Rank 1 ‘High Priority’ and Rank 2 ‘Medium Priority’ audit 
recommendations that had not been implemented by the agreed date. 
Details of recommendations that have not been implemented by the 
agreed date, are shown in Appendix B . 

 
3.0 CONCLUSIONS 

3.1 The role of Internal Audit is to examine, evaluate, and report on the 
adequacy of internal controls. The audit work that has been completed 
has either identified that controls are operating as intended, or, where 
weaknesses have been identified, made recommendations to improve 
the level of control. 
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List of the remaining audits completed as part of t he 2012/13 Audit Plan 
 

Audit  Comments  Level of 
Assurance 

Housing Rents Audit Objective 
The audit was undertaken as part of the joint working 
protocol between Internal Audit and the Council’s 
External Auditor. 

The objectives of the audit were to verify that the 
following identified key controls were in place and 
operating effectively:- 

• The rent roll is generated annually and 
reconciled to property records. 

• Periodic reconciliation of the rents system to the 
cash receipting system 

• Periodic reconciliation of the rents system to the 
general ledger 

• Periodic review and reporting of arrears levels 
and accounts in credit 

 
Audit Opinion 
On the basis of work carried out during this audit 
review, the audit opinion is that there is a Good  level of 
assurance over this area. 

Good 

Benefits Audit Objective 
The audit was undertaken as part of the joint working 
protocol between Internal Audit and the Council’s 
External Auditor. 

The objectives of the audit were to verify that the 
following identified key controls were in place and 
operating effectively:- 

• Periodic reconciliation of the benefits system to 
the general ledger 

• Periodic reconciliation of Council Tax benefits 
per the Council Tax system to the Benefits 
system 

• Periodic reconciliation of Rent Rebates per the 
Rents system to the Benefits system. 

• Periodic reconciliation of Rent Allowances per 
the Creditors system to the Benefits system 

• Exception reporting 

Audit Opinion 
On the basis of work carried out during this audit 
review, the audit opinion is that there is a Good  level of 
assurance over this area. 

Good 
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General 
Ledger 

Audit Objective 
The audit was undertaken as part of the joint working 
protocol between Internal Audit and the Council’s 
External Auditor. 

The objectives of the audit were to verify that the 
following identified key controls were in place and 
operating effectively:- 

• Periodic production and independent review of 
journal exception reports.  

• “Periodic clearance of suspense and holding 
account balances, supported by evidenced 
management review.  

 A follow up audit was also undertaken to test the 
implementation of recommendations arising from the 
previous audit report. 

Audit Opinion 
On the basis of the audit work we carried out, our 
opinion is that the following levels of assurance may be 
taken: 

• Good  with regard to journal review. 
• Limited as regards suspense accounts; this is 

because a control weakness with regard to the 
miscellaneous cash suspense account was 
identified. 

Good/ 
Limited 

Sundry 
Debtors 

Audit Objective 
The audit was undertaken as part of the joint working 
protocol between Internal Audit and the Council’s 
External Auditor. 

The objectives of the audit were to verify that the 
following identified key controls were in place and 
operating effectively:- 

• Periodic reconciliation of the income/sundry 
debtors system to the general ledger 

• Periodic reconciliation of the debtors system to 
the cash receipting system 

• Periodic production of sundry debtors arrears 
reports and independent review of action taken 
compared to procedures. 

Audit Opinion 
On the basis of the audit work we carried out, our 
opinion is that a satisfactory level of assurance may be 
taken. 

Satisfactory 



  Appendix A 

Audit & Standards Committee Agenda Item 7 
25 June 2013 Appendix A 
 

5

 
Recycling Audit Objective 

The Objectives of the review were to ensure that:  

• Expenditure is in accordance with the contractual 
arrangements, has been correctly coded in the 
General Ledger, and is supported by supporting 
documentation. 

• Income due is received in accordance with 
arrangements in place, correctly invoiced and 
supported by supporting documentation. Adequate 
procedures operate to identify amounts due that 
have not been received by the due date, and to 
take appropriate corrective action 

• Records are maintained of complaints received in 
respect of both the refuse and recycling operations 
and any deviations from the norm can be 
explained 

• Performance indicators relating to the Service are 
updated and correct 

Audit Opinion 
Satisfactory results arose for three of the four 
objectives checked. The only area where weaknesses 
were identified arose out of checks on income and 
specifically related to income due from Gloucestershire 
County Council for recycling credits. 

 Testing identified that invoices for the period after 
June 2012 had not been raised promptly; not all 
income due had been included in the invoices; some of 
the invoices raised had been duplicated; and, no 
payments relating to this period had been received 
from the County.  

Satisfactory/ 
Limited 
 
 
 
 
 

Subscription 
Rooms 

Audit Objective 
The objectives for this audit were to verify that the 
following were in place and operating: 

• All income is properly accounted for and has been 
promptly banked; 

• There is adequate separation of duties for the 
ordering, receipt and payment of goods and 
services; 

• Bar stock is effectively accounted for and stored 
securely; 

• An inventory of equipment is maintained in 
accordance with Financial Regulations; 

• Casual staff working at the Subscription Rooms 
are correctly paid for hours worked; 

• Sundry debtor invoices are raised promptly and 
accurately and appropriate recovery action taken 

Satisfactory/ 
Limited 
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for outstanding debts; 
• The petty cash and till floats are maintained at the 

authorised level and that all petty cash 
transactions are authorised in accordance with the 
“Guidelines for claiming and checking petty cash”. 

Audit Opinion 
The assessment of the operation of the controls and 
processes relating to income, inventory of equipment, 
payments to Casual staff, and, petty cash has been 
performed and the audit opinion is that there is a 
“Satisfactory ” level of assurance over these areas. 

The assessment of the operations and controls over 
the operation of the bar stock has been performed and 
the audit opinion is that there is a Limited  level of 
assurance level over this area.  

The main weaknesses identified were:- 

• Regular independent bar and cafe stock counts 
have not been performed during the audit period of 
review. 

• Lack of documentary evidence of the General 
Manager’s review of the Bar Stock Control 
spreadsheet or explanations for the monthly stock 
differences ; 

• A regular reconciliation of the Bar Stock 
Inventories general ledger account to the Bar 
Stock Control spreadsheet is not performed to 
ensure the financial value of stock held is correctly 
reflected in the accounting records. 

• Lack of documentary evidence retained by the 
General Manager (Subscription Rooms) of his 
random cash counts on the bar and cafe takings or 
his review of the levels of cash differences.  

Housing 
Contract Audit 
– Letting and 
Management 
of the Major 
Voids (North) 
Contract 

Audit Objective 
The objectives for this audit were to verify that the 
following were in place and operating: 

• A formal review has been performed to determine 
the type of contract best suited for the work; 

• The contracts was let in compliance with the 
Council approved ‘Procedure Rules Relating to 
Contracts’ and European Union (EU) Directives; 

• Contractor performance is effectively managed 
and monitored against contract requirements and 
conditions; 

• Work variations identified by the contractor are 
subject to inspection and appropriate approval; 

• The contractor provides regular valuations of 
completed work which is checked by detailed 

Limited 
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inspections to confirm acceptable quality of work, 
work completed and financial assessment is 
correct; 

• Amendments to the contract terms and conditions 
are subject to formal approval; 

• Contractor certificates and warranties for work 
completed are checked, logged and used where 
defective work is identified. 

Audit Opinion 
The assessment of the procurement and contract 
management operations and controls over the major 
voids contract has been performed and the audit 
opinion is that there is a Limited level of assurance 
over these areas.  

The main areas of weakness identified were:- 

• There was a lack of adequate management 
checking and maintenance of documentary 
evidence to demonstrate control checks have been 
performed.  Internal Audit is aware that there have 
been a number of different Contract Officers and 
Managers involved in the procurement and 
management of this Contract, and therefore a lack 
of continuity.  There is no documentary evidence 
of any additional management checks being 
carried out during this period in order to mitigate 
against this risk. 

• A number of issues were identified in the scoring 
processes applied by Tenant Services for 
completed contractors PQQ and tenders.  

• A number of specific conditions, commitments or 
requirements within the Contract were found not to 
be fully operating or evidenced. These related to 
the issue of Contract Administrator Instructions; 
use of sub-contractors; minutes of site meetings; 
and, frequency of billing. 

• The major voids Contract is divided into 2 lots 
(North and South) and a key stipulation was that a 
contractor can only submit a tender for North and 
South, but not both.  Although the contractors 
awarded the contracts have separate company 
registration numbers and addresses there is other 
evidence to indicate that they are very closely 
linked and therefore dilutes the purpose of 
applying this condition. 

• Contractor performance measures have not been 
determined or documented in the Contract even 
though this document refers to key performance 
indicators.  In addition there is a break clause in 
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the Contract that states that the results of the 
performance indicators should be assessed every 
six months and if the levels are not achieved the 
Council has the right to terminate the Contract.  A 
review has not yet taken place and may prove 
difficult to perform without documented and agreed 
measures. 

• A review of 4 major voids Corporate performance 
measures highlighted discrepancies in the 
methods of calculation. 

• The financial element of the contract including the 
issue of work orders has not been operated on the 
Northgate system since the contract was awarded 
in March 2012.  
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The report includes an ‘opinion’ on the adequacy of controls in the area that has 
been audited, classified in accordance with the following definitions:- 
 
CONTROL 
LEVEL 

DEFINITION 

Good  Robust framework of controls – provides substantial assurance. A 
few minor recommendations (if any) i.e. Rank 3 (Low Priority) 

Satisfactory  Sufficient framework of controls – provides satisfactory level of 
assurance – minimal risk. A few areas identified where changes 
would be beneficial. Recommendations mainly Rank 3 (Low 
Priority), but one of two in Rank 2 (Medium Priority) 

Limited  Some lapses in framework of controls – provides limited 
assurance. A number of areas identified for improvement. Mainly 
Rank 2 (Medium Priority) recommendations, but one or two Rank 
1 (High Priority) recommendations 

Unsatisfactory  Significant breakdown in framework of controls – provides 
unsatisfactory level of assurance. Unacceptable risks identified – 
fundamental changes required. A number of Rank 1 (High 
Priority) recommendations. 

 
Internal Audit recommendations are graded as follows:- 
 
RANK  DEFINITION IMPLEMENTATION 
1 High 

Priority 
Necessary due to statutory obligation, 
legal requirement, Council policy or 
major risk of loss or damage to 
Council assets, information or 
reputation, or, compliance with 
External Audit identified key control. 

Immediate action 
required – should be 
pursued immediately. 

2 Medium 
Priority 

Could cause limited loss of assets or 
information or adverse publicity or 
embarrassment. Necessary for sound 
internal control and confidence in the 
system to exist. 

Should be pursued in 
the short term, ideally 
within the next 6 
months. 

3 Low 
Priority 

Current procedure is not best practice 
and could lead to minor inefficiencies. 

Action should be taken 
over the next 6 to 12 
months. 
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Details of Internal Audit ‘Rank 1’ and ‘Rank 2’ rec ommendations not implemented by the agreed date 
 
Date Audit  Recommendation  Rank Agreed 

Action 
Resp. 
Officer 

Agreed Imp. 
Date 

Management Comment  

March 12 
 

General 
Ledger 

Accountancy 
should complete 
work on the 
Finance Wiki. 

2 Agreed 
 

D.Stanley 
 
 

During 
2012/2013 

As at May 2013: Not completed. 
Work ongoing 

March 12 General 
Ledger 

Posts held in 
Agresso which no 
longer exist or 
have changed 
should be deleted 
or amended. 

2 Agreed D.Stanley 
 

To be 
reviewed 
during 
2012/2013 

As at May 2013: Not done. We 
have agreed with Accountancy that 
these will be amended or deleted. 
 
 

March 12 
 

General 
Ledger 

Accountancy 
management 
reinstate controls 
to ensure that 
regular/periodic 
clearance and 
balancing of 
suspense/holding/
control accounts is 
being undertaken 

1 Agreed D.Stanley 
 

By the end of 
2011/2012 
 

As at May 2013: Responsibility for 
clearing this account rests with the 
Cashiers, and responsibility for 
management review rests with 
Customer Services Manager. We 
are informed by the Cashiers that: 

• the account is not cleared in 
practice as there are always 
payments that cannot be 
allocated. Anything still 
outstanding at year end is 
carried forward to the following 
year. 

• The aim is to balance the 
control accounts monthly but 
due to work pressures within 
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Customer services during 
2012/2013 this has not always 
been the case 

• When the account is balanced it 
is then signed off by the 
Customer services Manager.  

As at the date of audit there was 
an unallocated credit balance of 
£2,742 on the account. 

May 2013 recommendation : It is 
ensured that the miscellaneous 
cash suspense account is 
reviewed on a regular basis. 

May 2013 Management response : 
Customer Services Manager 
agrees that there has not been 
regular balancing in 2012/2013 but 
will rectify this in 2013/2014 
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Report Title  
 

INTERNAL AUDIT ANNUAL  REPORT 2012/13 

Purpose of Report  
 

To provide Members with a brief overview of 
Internal Audit work, compliance with council 
policies and general probity issues for the financial 
year ending 31st March 2013, and to provide an 
opinion on the overall adequacy and effectiveness 
of the organisation’s control environment. 

Decision(s)  
 

The Committee consider the I nternal Audit 
Annual Report 2012-13 and the assurance from 
the Internal Audit Manager that overall, a 
satisfactory level of control exists within the 
systems audited during 2012-13. 

Consultation and  
Feedback 

None. 

Financial Implications  
 

There are no financial implications arising from the 
report. 

The organisation is responsible for establishing and 
maintaining appropriate risk management 
processes, control systems, accounting records 
and governance arrangements. The organisation’s 
response to internal audit activity should lead to the 
strengthening of the control environment and, 
therefore, contribute to the achievement of the 
organisation’s objectives. 

Sandra Cowley, Head of Finance 
Tel: 01453 754136 
E-mail: sandra.cowley@stroud.gov.uk 

Legal  Implications  
 

There is a requirement to report the annual report 
and opinion of the Head of Internal Audit in line with 
the Accounts and Audit Regulations 2003 and the 
2006 Amendment Act. 

Peter Woodcock, Legal Services Manager 
Tel: 01453 75369 
E-mail: peter.woodcock@stroud.gov.uk 

Report Author  
 

Terry Rodway, Internal Audit Manager 
Tel: 01453 754111 
E-mail: terry.rodway@stroud.gov.uk 

Options  
 

None. 
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Performance 
Management Follow 
Up 

Regular reporting on progress against the 2013/14 
Internal Audit Annual Plan to future meetings of the 
Audit Committee. 

Background Papers  
 

Code of Practice for Internal Audit in Local 
Government 2006 

Appendices  1 - Details of the audits that received a ‘Limited’ 
level of assurance 

 
 
INTERNAL AUDIT MANAGER’S ANNUAL REPORT AND OPINION 2012/13 
 
The Council’s Internal Audit Manager is required to produce a formal annual 
report and opinion under the CIPFA Code of Practice for Internal Audit in 
Local Government 2006 (the ‘CIPFA Code’). This forms an integral part of the 
formulation of the Council’s Annual Governance Statement, as required under 
the Accounts and Audit Regulations 2011 and the CIPFA “Framework for 
Delivering Good Governance in Local Government”. 

This report encompasses the reporting requirements specified in Standard 
10.4 of the CIPFA Code of Practice for Internal Audit.   

  
1. Opinion on the Overall Adequacy and Effectivenes s of the Council’s 

Internal Control Environment     

 My overall opinion is that a satisfactory level of assurance can be given 
that there is a generally sound system of internal control, designed to 
meet the Council’s objectives, and that controls are generally being 
applied consistently. 

 
2. Qualifications to the Opinion  

 My opinion is based upon, and limited to, the work performed during the 
year. The opinion does not imply that Internal Audit has reviewed all 
risks and assurances relating to the Council, but is based upon the 
range of individual opinions arising from risk based audit assignments 
completed during 2012/13.  

 These individual opinions are summarised below: 
              

Opinion              2012/13 
                   No.      % 
 Good        13    30      
 Satisfactory                     20        47 
 Limited                            10    23 
 Unsatisfactory                         0          0   
 Total                  43      100 

 
NB On a number of audits, a ‘split’ opinion has been provided. This 
approach helps to identify to management the specific areas of control 
that are operating/not operating as intended, rather than provide an 
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overall conclusion on all the areas covered by the audit. Where a ‘split’ 
opinion has been provided on an audit, both opinions have been 
included in the above table. 

Details of the audits that received a ‘Limited’ level of assurance are 
provided in Appendix A. 

No operational constraints have been placed upon Internal Audit, apart 
from agreed budgetary control provisions. 

   
3. Issues Relevant to the Preparation of the Annual  Governance 

Statement  
 

From the risk-based Internal Audit assignment work undertaken during 
2012/13, there are no issues of which I am aware which I regard as 
sufficiently significant to be considered in relation to the preparation of 
the Council’s Annual Governance Statement. 

 
4. Summary of Audit Work Undertaken  
 
4.1 Annual Plan 

The 2012-2013 Annual Audit Plan was approved by the Audit Committee 
on 27th March 2012. The Plan was developed using risk-based principles 
that started with the maintenance of an audit needs assessment of all the 
areas of the council that could be included within an annual audit plan. 
This needs assessment was split into work on corporate governance 
issues, work on fundamental financial systems, and, work of a service 
base or cross council nature.  

 
4.2 Staffing 

Stroud District Council (SDC) and Gloucester City Council (GCC), have 
formed the Gloucestershire Audit & Assurance Partnership (G A A P) in 
order to deliver a professional, cost effective, efficient, internal audit 
function to the partner organisations. The provision of the Internal Audit 
service is by a team consisting of 6 staff, 3 (2.6 FTE) based at SDC, and 
3 (2.6 FTE) based at GCC. In addition, the team is managed by the 
Head of Partnership, who acts as the Internal Audit Manager for SDC. 

 
4.3 Progress against Agreed Plan 

91% of the 2012/13 Plan has been completed by the audit year end. 
One further audit, that was substantially complete at the audit year end, 
has subsequently been completed. Best practice guidance suggests (at 
least) 90% for completion of the audit plan as a good benchmark. . 

 
4.4 Recommendations 

Every internal audit report, where appropriate, includes an Audit 
Recommendation sheet which the Strategic Head of Service, or Head of 
Service, is requested to complete. The completed Recommendation 
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Sheet should indicate the actions that have been taken, or are planned 
to be taken, in relation to each agreed recommendation. 

Agreed recommendations are subject to a follow-up audit, normally three 
months after the agreed implementation date, in order to ascertain that 
the recommendations have been implemented. Members have 
requested to be informed of any Rank 1 ‘High Priority’, and, Rank 2 
‘Medium Priority’’ recommendations that have not been implemented by 
the agreed implementation date, via the quarterly Internal Audit Plan 
Monitoring Report. The following were reported during the year:- 

Audit  Rank Recommendation  

Security Services 
Contract 

2 Contract should be re-tendered after the 
contract term or extension period has 
lapsed to ensure that the Council obtains 
value for money and complies with the 
Constitution. 

Cash & Bank 2 Monthly reconciliation of the Procurement 
Card general ledger control account 

Council Tax 2 Monthly report of outstanding Work Flow 
items 

Budgetary 
Control 

1 Training should be provided for all budget 
holders, and that this should: 

• encompass all areas of budget 
management, and not just use of 
Agresso, and 

• be mandatory for all existing budget 
holders, and for new budget holders” 

 

5.   Internal Audit Standards   

The Council’s Internal Audit Service is operated in accordance with the 
CIPFA Code of Practice for Internal Audit in Local Government in the 
UK. 

In accordance with the requirements of the Accounts and Audit 
(England) Regulations 2011, a review of the effectiveness of internal 
audit has been undertaken. A detailed report on the review was 
submitted to the meeting of the Audit Committee held on 25th June 2013. 

The result of the review was that, although a number of gaps in 
compliance with the CIPFA Code of Practice were identified, these do 
not materially effect the reliance the Council can place on the Head of 
Internal Audit’s opinion on the adequacy of the control environment. 

The Audit team have a joint working arrangement with the Council’s 
External Auditor. Close co-operation between audited bodies’ internal 
and external auditors helps to ensure that audit resources are used 
efficiently and to maximum effect. The aim of the joint working 
arrangement is for External Audit to place a high degree of reliance on 
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the work of the Internal Audit team. This will help inform their judgement 
on the council's financial control environment, and is also one of the 
factors taken into account when calculating the External Audit fee. 

Informal feedback already received indicates that External Audit have 
again been able to place full reliance on internal audit's work on the key 
financial systems. 

 
6.      Opinion Survey  

On completion of each audit assignment, the auditee is asked to 
complete a questionnaire. This asked auditees to give their views, on a 
scale of 1 - 4 (1 = Poor, 2 = Fair, 3 = Good, 4 = Very Good) on the audit. 
For the 2012/13 audits that had been completed, only 6 completed 
survey forms had been returned, which represents 19% of the main 
audits completed. The results of the returned survey forms indicate a 
‘Good’ rating (average score 3.39). 

The CIPFA Code of Practice suggests that in addition to obtaining user 
feedback for each individual audit, user feedback for the whole service 
should also be obtained periodically. A Customer Satisfaction survey, 
which is planned to be undertaken on an annual basis, was first carried 
out in 2011/12. The survey was undertaken by the CIPFA Internal Audit 
Benchmarking Club, and was intended as a measure of quality to 
supplement metric benchmarking data, however, no survey was carried 
out during 2012/13.  

One of the main issues identified from the Review of the effectiveness of 
Internal Audit (see para.5 above) was the lack of the return of completed 
Effectiveness Surveys. As a result of the low rate of return of completed 
forms, arrangements are being put in place to try and improve the 
response rate. These arrangements include a review of the method of 
response and a reminder through the Corporate Management Team. 
     

   7.    Audit Plan 2013/14  

The Council’s Internal Audit Plan for 2013/14 was approved by the Audit 
and Standards Committee on 26th March 2013. 

As stated above, the provision of the internal audit service is provided 
under the formal shared service arrangement between Stroud District 
Council and Gloucester City Council. The main benefits to the two 
Councils of the proposed shared service are increased capacity by 
bringing together staff resources from both partners, and, increased 
service resilience by standardising processes across partner sites and 
creating skilled staff who can support both partners. 

 
8. Public Sector Internal Audit Standards   

8.1 The Public Sector Internal Audit Standards (PSIAS) became effective 
from the 1st April 2013, and will apply across the whole of the public 
sector. The PSIAS are based on the Institute of Internal Auditors (IIA) 
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Standards, with a limited number of additional requirements and 
interpretations that allow the PSIAS to be adopted for the public sector. 
 

8.2 The PSIAS replace the Code of Practice for Internal Audit in Local 
government in the United Kingdom, last revised in 2006. In local 
government, the PSIAS are mandatory for all principal local authorities 
subject to the Accounts and Audit (England) Regulations 2011. 

 
8.3 These new standards are intended to promote further improvement in 

the professionalism, quality, consistency, and, effectiveness of internal 
audit across the public sector. The Chartered Institute of Public Finance 
and Accountancy (CIPFA) has produced a Local Government 
Application Note to provide guidance to local authorities on how to apply 
the new standards. Following discussions with the DCLG with regards to 
what constitutes ‘proper practices’ in internal control as per the Accounts 
and Audit Regulations 2011, CIPFA have now advised that the ‘proper 
practices’ for UK local government are the PSIAS plus the Local 
Government Application Note. Therefore, the content of both these 
documents must be followed in order to satisfy proper internal audit 
practices. 

 
8.4 A review is currently being undertaken to identify the main changes 

between the PSIAS and the previous CIPFA Internal Audit Standards for 
Local Government in the UK. At this stage of the review, it is apparent 
that the Internal Audit Charter will require to be updated to take account 
of the requirements of the PSIAS. A report on this, together with any 
other changes identified from implementing the new Standards, will be 
presented to the September 2013 meeting of the Audit & Standards 
Committee. 
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Details of the audits that received a ‘Limited’ lev el of assurance  
 
 

Audit Weaknesses Identified 
Information 
Governance 

Information security – risk management framework in respect 
of data security/data handling; lack of publication of 
information under the data transparency agenda; lack of 
regular review of council’s FOI Publication Scheme.   

Information 
Technology 

PC Controls – asset register of hardware and software not in 
place; portable storage media controls not fully in place; 
destruction/degaussing certificates not received following 
third party collection and disposal of hardware. 

Canal Project Lack of compliance with SDC/SVCC Agreement 

Cash & Bank Procurement Cards – non compliance with procurement card 
rules; lack of regular reconciliation of Procurement Card 
control account. 

Payroll Lack of documentary evidence to demonstrate proper review 
of Exception Reports and agreement of Establishment 
Reports; no formal regular review of user access to system.  

Creditors Lack of documentary evidence to demonstrate proper review 
of open orders. 

Recycling Recycling Credits – delayed and incorrect billing; lack of 
following up of unpaid debts. 

Subscription 
Rooms 

Bar Stock – lack of regular, independent stock takes; lack of 
documentary evidence of management review of stock take 
results; lack of reconciliation to financial management 
system. 

General 
Ledger 

Suspense Account – lack of documentary evidence of regular 
review. 

Housing 
Contract 
Audit – 
Letting and 
Management 
of the Major 
Voids (North) 
Contract 

Lack of adequate management checking and maintenance of 
documentary evidence to demonstrate control checks have 
been performed; issues identified in the scoring processes  
for completed contractors PQQ and tenders; a number of 
specific conditions, commitments or requirements within the 
Contract were found not to be fully operating or evidenced; 
Contractor performance measures have not been determined 
or documented in the Contract even though this document 
refers to key performance indicators.  

       



Audit & Standards Committee 1 Agenda Item 9 
25 June 2013 

STROUD  DISTRICT  COUNCIL 
 

  AUDIT & STANDARDS COMMITTEE 
 

25 June 2013 
 

AGENDA 
ITEM NO 

 

9 
Report Title 
 

REVIEW OF THE EFFECTIVENESS OF 
INTERNAL AUDIT 

Purpose of Report 
 

To inform Members of the outcome of the review of 
the effectiveness of internal audit as required under 
the Accounts and Audit (England) Regulations 
2011. 

Decision(s) 
 

Members approve the review process and note the 
outcome of the review of the effectiveness of 
Internal Audit. 

Consultation and 
Feedback 

The limited feedback received from customers of 
the Internal Audit service has been included in the 
report. 

Financial Implications 
and Risk assessment 
 

There are no financial implications arising from the 
report. 

The need for the review is to ensure that the 
opinion on the adequacy of the control 
environment, contained in the annual report of the 
Internal Audit Manager, may be relied upon as a 
key source of evidence in the Annual Governance 
Statement. The focus of this self-assessment has 
been on the delivery of the internal audit service to 
the required standards in order to produce the 
required outcome i.e. a reliable assurance on 
internal control and the management of risks in the 
authority. 

Sandra Cowley, Head of Finance 
Tel: 01453 754136  
Email: sandra.cowley@stroud.gov.uk 

Legal Implications 
 

This report has been prepared to satisfy the 
requirements in the Accounts and Audit (England) 
Regulations 2011 to have proper systems of 
internal financial control. 

Peter Woodcock, Locum Legal Services Manager 
Tel: 01453 754361 
Email: peter.woodcock@stroud.gov.uk 

Report Author 
 

Sandra Cowley, Head of Finance 
Tel: 01453 754136 
Email: sandra.cowley@stroud.gov.uk 

Options 
 

N/A 



Audit & Standards Committee 2 Agenda Item 9 
25 June 2013 

Performance 
Management Follow 
Up 

As the review of the effectiveness internal audit is a 
legislative requirement, a review will be carried out 
on an annual basis. 

Background Papers/ 
Appendices 

The Accounts & Audit (England) Regulations 2011. 

The CIPFA Code of Practice for Internal Audit in 
Local Government in the United Kingdom 2006. 
Appendix A – Review of the effectiveness of 
internal audit 2012 -13. 
Appendix B – Table of Non/Partial Compliance 

 
 
1. Background 

1.1 The Accounts and Audit (England) Regulations 2011 includes the 
requirement for authorities to annually review the effectiveness of internal 
audit. The Regulations further state that the findings of this review should 
be included in the Annual Governance Statement. 

1.2 The Department for Communities and Local Government (DCLG) has 
previously issued guidance that suggests, for authorities that have an 
audit committee, it is the appropriate group to receive and consider the 
results of the review. 

 
2. Self Assessment 

2.1 The DCLG offers little practical guidance on how the review of 
effectiveness should be carried out, however, guidance has previously 
been received from the IPF Finance Advisory Network (FAN) on how the 
review might be undertaken. This suggests the Internal Audit Manager 
could carry out a self-assessment which would then have to be reviewed 
before being submitted to the audit committee. 

2.2 The outcome of the self-assessment carried out by the Internal Audit 
Manager, based on the guidance issued by FAN, is detailed in Appendix 
A, and this has been reviewed by the Council’s s.151 Officer. 

2.3 The overall conclusion is that internal audit at SDC is effective. However, 
one of the main areas of partial compliance relates to Customer Feedback.  
Feedback on the service is important to help assess the quality of the 
service provided to the user.  Although a survey form was sent out at the 
conclusion of each main audit (32 forms), only 6 have been returned. This 
response rate limits the level of confidence that can be given to the overall 
survey results. As a result of this low rate of return of completed forms, 
arrangements are being put in place to try and improve the response rate. 
These arrangements include a review of the method of response and a 
reminder through the Corporate Management Team. 

2.4 Although the self-assessment has identified a small number of ‘gaps’ in 
compliance with the Cipfa Code of Practice, these do not materially effect 
the reliance the Council can place on the Internal Audit Manager’s opinion 
on the adequacy of the control environment. 
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Report to Head of Finance 
 
Review of the Effectiveness of Internal Audit  2012 - 13 
 
1. Introduction 

1.1 The Accounts and Audit (England) Regulations 2011 includes the 
requirement for authorities to review the effectiveness of internal audit 
once a year. The Regulations further state that the findings of this review 
should be included in the Annual Governance Statement. 

 
1.2 The Department for Communities and Local Government (DCLG) has 

issued guidance that suggests, for authorities that have an audit 
committee, it is the appropriate group to receive and consider the results of 
the review. 

 
1.3 The DCLG offers little practical guidance on how the review of 

effectiveness should be carried out, however, guidance has previously 
been received from the IPF Finance Advisory Network (FAN) on how the 
review might be undertaken. This guidance suggests the completion of the 
review will usually be carried out by a group of officers and/or members, 
with the results of the review being reported to the audit committee. 

 
1.4 The FAN guidance suggests the Head of Internal Audit could carry out a 

self-assessment which would then have to be reviewed by the review team 
before being submitted to the audit committee. The following ‘Results of 
the Review’ is the outcome of the self-assessment carried out by the 
Internal Audit Manager based on the guidance issued by FAN.  

 
2. Results of the Review 

2.1 Definition of ‘Effectiveness’ 

 In the absence of any formal guidance, and for the purposes of this review, 
the effectiveness of internal audit has been taken to mean ‘an assurance 
function that provides an independent and objective opinion to the 
organisation on the control environment’. 

 
2.2 Internal Audit at SDC 

Stroud District Council (SDC) and Gloucester City Council (GCC), have 
formed the Gloucestershire Audit & Assurance Partnership (G A A P) in 
order to deliver a professional, cost effective, efficient, internal audit 
function to the partner organisations. The provision of the Internal Audit 
service is by a team consisting of 6 staff, 3 based at SDC, and 3 based at 
GCC. In addition, the team is managed by the Head of Partnership, who 
acts as the Internal Audit Manager for SDC. 

 The mission statement of the service, as identified in the G A A P 
Business Plan, is ‘to provide an efficient, cost effective Audit & Assurance 
service which gives, as a service to managers and to the Council, an 
independent and objective opinion on the adequacy and effectiveness of 
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the Council’s control environment comprising risk management, internal 
control, and, governance. 

 
2.3 Cipfa Code of Practice for Internal Audit 

The DCLG guidance refers to ‘proper practices’ set out in the Accounts 
and Audit Regulations. In relation to ‘proper practices’ for internal audit, 
the CLG guidance identifies the Code of Practice for Internal Audit in the 
United Kingdom 2006, published by CIPFA. The Code includes a checklist 
which is useful for assessing the effectiveness of internal audit. A full 
assessment against this checklist has been undertaken and the results are 
attached. 

 
2.4 Key Performance Indicators for Internal Audit 

 The FAN guidance states the work of internal audit in providing the basis 
for the assurance, or opinion, on internal control, is one key element of the 
review, and this may include some key performance indicators (KPI’s) for 
internal audit. 

 For 2012/13, there were only 2 KPI’s for internal audit. These were the 
percentage of the approved plan completed, and, the level of customer 
satisfaction. Performance on achievement against the approved plan has 
been reported to Members as part of the Internal Audit Plan Monitoring 
Report which is presented to the Audit Committee on a quarterly basis. 

 In order to assist with the monitoring of performance, a revised set of KPI’s 
will be agreed, monitored, and reported upon, from 2013/14. 

 The KPI’s for Internal Audit, and performance, has been reported as 
follows:- 

 

KPI Target Performance 
2010-11 

Performance 
2011-12 

Performance 
2012-13 

Number of audits 
completed as a % of 
planned audits 

 

90% 

 

82% 

 

92% 

 

91% 

Level of Customer 
Satisfaction (per 
audit) 

Good 
(3) 

**See below  >Good (3.22)  >Good (3.39) 

Level of Customer 
Satisfaction (‘whole’ 
service) 

Good 
(5) 

N/A – first 
survey 2011 

<Good 
(4.82) 

No survey 
undertaken 
during 12/13 

 
** Only a very small number of client survey forms were issued, and returned, during 
2010/11, which meant that very little meaningful comparison with previous year’s 
results could be made 
 
 In addition to the above, Internal Audit provide, on a quarterly basis to the 

Audit Committee, a comprehensive summary of all Rank1 ‘High Priority’, 
and Rank 2 ‘Medium Priority’ recommendations that were agreed to be 
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implemented but that remain outstanding as a result of follow up work 
undertaken.    

  
2.5 Customer Feedback 

On completion of each audit assignment, the auditee is asked to complete 
a questionnaire. This asked auditees to give their views, on a scale of 1 - 4 
(1 = Poor, 2 = Fair, 3 = Good, 4 = Very Good) on the audit. For the 
2012/13 audits that had been completed, 6 survey forms had been 
returned, which represents approximately 19% of the audits completed. 
The results of the returned survey forms indicate a ‘Good’ rating (average 
score 3.39). 

The CIPFA Code of Practice suggests that in addition to obtaining user 
feedback for each individual audit, user feedback for the whole service 
should also be obtained periodically. A Customer Satisfaction survey, 
which is planned to be undertaken on an annual basis, was first carried out 
in 2011/12. The survey was undertaken by the CIPFA Internal Audit 
Benchmarking Club, however, no survey was carried out during 2012/13. 

    
2.6 External Audit review of Internal Audit 

 The Audit team have a joint working protocol with the Council’s External 
Auditor. Close co-operation between audited bodies’ internal and external 
auditors helps to ensure that audit resources are used efficiently and to 
maximum effect. The aim of the joint working protocol is for External Audit 
to place a high degree of reliance on the work of the Audit team. This will 
help inform their judgement on the council's financial control environment, 
and is also one of the factors taken into account when calculating the 
External Audit fee. 

 Informal feedback already received indicates that External Audit have 
again been able to place full reliance on internal audit’s work on the key 
financial systems. 

  
2.7 The new Internal Audit Standards 

The 1st April 2003 sees the introduction of the new United Kingdom Public 
Sector Internal Audit Standards (PSIAS) that will apply across the whole of 
the public sector. The PSIAS replace the Code of Practice for Internal 
Audit in Local Government in the United Kingdom. The Chartered Institute 
of Public Finance and Accountancy (CIPFA) has produced a Local 
Government Application Note to provide guidance to local authorities on 
how to apply the new standards. Following discussions with the DCLG 
with regards to what constitutes ‘proper practices’ in internal control as per 
the Accounts and Audit Regulations 2011, CIPFA have now advised that 
the ‘proper practices’ for UK local government are the PSIAS plus the 
Local Government Application Note. Therefore, the content of both these 
documents must be followed in order to satisfy proper internal audit 
practices. 
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3.  Conclusions 

 In essence, the need for the review is to ensure that the opinion on the 
adequacy of the control environment, contained in the annual report of the 
Internal Audit Manager, may be relied upon as a key source of evidence in 
the Annual Governance Statement. The focus of this self-assessment has 
been on the delivery of the internal audit service to the required standards 
in order to produce the required outcome i.e. a reliable assurance on 
internal control and the management of risks in the authority. 

 
 The overall conclusion is that internal audit at SDC is effective. Although 

this self-assessment has identified a number of ‘gaps’ in compliance with 
the Cipfa Code of Practice, it is the author’s view that these do not 
materially effect the reliance the Council can place on the Internal Audit 
Manager’s opinion on the adequacy of the control environment.   

 
 

Terry Rodway 
Internal Audit Manager 
15th May 2013 
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REVIEW OF EFFECTIVENESS OF THE SYSTEM OF INTERNAL AUDIT 2012/13 
 
The following narrative provides a commentary on those areas where it might be argued that the Council is not fully compliant, 
referenced to the Checklist, 
 
Non Compliance 
 

Ref Adherence to the Standard Evidence Action Date 

2.1.1 Is Internal Audit (b) free from any 
non-audit (operational) duties? 

Non audit duty undertaken by IA is 
the involvement in the Corporate Risk 
Management group, and NFI Key 
Contact Role. 

None – Head of Finance 
request 

N/A 

2.1.2 Where internal audit staff have 
been consulted during system, 
policy or procedure development, 
are they precluded from 
reviewing and making comments 
during routine or future audits? 
 

Any advice given during system 
policy or procedure development 
should be given without prejudice to 
the right of Internal Audit to review 
and make further recommendations 
on the relevant policies, procedures, 
controls and operations at a later 
date. Audit staff should remind 
auditees of this fact when giving 
advice on new systems/procedures. 

None. Whilst this would 
demonstrate true 
independence, this practice is 
not always practicable within 
a small team. In addition, it is 
more beneficial to identify 
required controls at 
system/policy implementation 
stage, rather than some time 
after implementation. 

N/A 

10.1.5 Are there laid-down timescales 
for reports to be issued? 

No timescales set Timescale to be implemented 
and measured as part of 
performance management 
information 

Timescale 
introduced for 
audits completed 
as part of the 
2013/14 Audit 
Plan. 

11.1.1 Is the audit manual reviewed 
regularly and updated to reflect 
changes in working practices 
and standards 

Not reviewed on a regular basis 
 

Internal Audit Manual to be 
reviewed and updated 

By 31/12/13 
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Partial Compliance 
 

Ref Adherence to the Standard Evidence Action Date 
1.1.3 Are the IA terms of reference 

regularly reviewed? 
Terms of Reference (Internal Audit 
Charter) approved at Audit Committee 
20th January 2010 (Min No.AC.018). 
NB IA Charter states subject to 
regular review. 

The Internal Audit Charter 
needs to be reviewed 
following the introduction of 
the Public Sector Internal 
Audit Standards (PSIAS) wef 
1st April 2013. 

By 30/9/13 

1.3.1 
(b) 

Where Internal Audit undertakes 
consultancy and/or fraud and 
corruption work, does it have the 
resources to do this? 
 
 

Experience, qualifications and 
previous fraud & corruption work, & 
consultancy, work would evidence 
this.  
  

 

Consultancy work will only 
be undertaken where 
available resources exist, 
fraud work usually 
undertaken at the expense of 
planned work. Any identified 
frauds are referred to the 
Police for investigation.  

N/A 

3.2.1 Has the internal audit team 
established an environment of 
trust and confidence? 
 

Anecdotal evidence only. 

 

Question to be included on 
annual Client Satisfaction 
Survey 

Revised annual 
survey form 
introduced from 
2013/14 onwards  

3.2.1 Do internal auditors demonstrate 
integrity in all aspects of their 
work? 

Anecdotal evidence only. 

 

Question to be included on 
annual Client Satisfaction 
Survey. 

Revised annual 
survey form 
introduced from 
2013/14 onwards 

 

3.3.3 Is a time period set by the Head 
of Internal Audit for staff where 
they do not undertake an audit in 
an area where they have had 
previous operational roles? 

2 year period set, but not formally 
documented. 

To be included as part of the 
review of the Internal Audit 
Charter. 

By 30/9/13 
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Ref Adherence to the Standard Evidence Action Date 

6.2.1 (b) Are individual auditors 
periodically assessed against  
predetermined skills and 
competencies?  

(c) Are training or development 
needs identified and included 
in an appropriate ongoing 
development programme? 

Informal reviews only carried out 
during 2012/13 due to the GCC 
Appraisal Scheme being subject to 
review. 

Formal appraisals to be 
carried out in accordance 
with revised appraisal 
scheme 

By 31/3/14 

7.1.1 
(b) 

Is the Internal Audit Strategy kept 
up to date with the organisation 
and its changing priorities? 

Internal Audit Strategy approved at 
Audit Committee 8th November 2011 
(Min No.AC.032). NB IA Strategy 
states subject to regular review. 
 

The Internal Audit Strategy 
needs to be reviewed 
following the introduction of 
the Public Sector Internal 
Audit Standards (PSIAS) wef 
1st April 2013. 

By 30/9/13 

8.3.3 Is there an access policy for audit 
files and records? 

No formal access policy, however, 
audit files kept in locked cabinets. 

Formal access policy to be 
agreed 

By 30/9/13 

11.3.2 
(b) 

Does the performance 
management and quality 
assurance framework include 
user feedback obtained for each 
individual audit and periodically 
for the whole service? 

Although procedures state that a  
Client satisfaction surveys should be 
issued after each audit, only 6 forms 
returned in 2012/13, and no annual 
survey was carried out in 2012/13. 

All IA staff to be reminded of 
the need to issue Client 
Satisfaction survey after 
every audit. 

Introduce follow-up 
procedure for survey forms 
not returned 

Carry out annual survey 

Commencing 
from May 2013. 
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STROUD  DISTRICT  COUNCIL 
 

AUDIT & STANDARDS COMMITTEE 
 

25 June 2013 

AGENDA 
ITEM NO 
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Report Title  ANNUAL GOVERNANCE STATEMENT 201 2/13 

Purpose of Report  To advise Members of the requirement to prepare 
and approve an Annual Governance Statement. 

Decision(s)  
 

The Committee approve  the Annual Governance 
Statement 2012/13. 

Consultation and  
Feedback  

The Council’s Chief Executive, Monitoring Officer, 
Head of Finance and Corporate Team have been 
consulted on the AGS. 

Financial Implications 
and Risk Assessment 

There are no financial implications arising from this 
report. 

Governance is about how local government bodies 
ensure that they are doing the right things, in the 
right way, for the right people, in a timely, inclusive, 
open, honest and accountable manner. It is 
important to recognise that the purpose of the 
annual governance statement is not just to be 
‘compliant’, but also to provide an accurate 
representation of the arrangements in place during 
the year and to highlight those areas where 
improvement is required. 

Sandra Cowley, Head of Finance 
Tel: 01453 754136  
Email: sandra.cowley@stroud.gov.uk 

Legal Implications  
 

The report complies with the Council’s 
responsibilities under the Accounts and Audit 
(England) Regulations 2011. 

Peter Woodcock, Legal Services Manager & 
Monitoring Officer 
Tel: 01453 754369 
E-mail: peter.woodcock@stroud.gov.uk 

Report Author  
 

Sandra Cowley, Head of Finance 
Tel: 01453 754136  
Email: sandra.cowley@stroud.gov.uk 

Options  
 

None 

Performance 
Management Follow 
Up 

Ongoing control reviews are conducted throughout 
the year by management and internal audit. 
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Background Papers/  
Appendices 

A file of supporting documents has been placed in 
the Members’ Lounge 

Appendix A – Annual Governance Statement 
2012/13 

 
 

Background 

1. The Accounts and Audit Regulations 2011 require the Council to conduct 
a review, at least once each year, of the effectiveness of its system of 
internal control and to publish a statement on internal control each year 
with its financial statements. The Regulations also require that: 

a) the findings of the review of the system of internal control be 
considered by a committee, or by members meeting as a whole; 
and 

b) bodies should review the effectiveness of their system of internal 
audit once a year, and the findings of the review should be 
considered by a committee of the body, or by the body as a whole, 
as part of the consideration of the system of internal control. 

2. In July 2007 CIPFA published two documents on “Delivering Good 
Governance in Local Government”, which outlined guidance and best 
practice for developing a local code of governance, and for the 
production of an “Annual Governance Statement” (AGS) to meet the 
statutory requirements. 

3. The 2012/13 AGS has been prepared based on best practice guidelines 
issued by the CIPFA Finance Advisory Network, and is based on a 
review of compliance against the Council’s Local Code of Governance , 
and other review/assurance mechanisms such as the ‘Certificate Of 
Assurance’ completed by Heads of Service. 

4. A copy of the detailed assessment of compliance with the Local Code of 
Governance and the Certificates of Assurance are available in the 
Members lounge and will be placed on the Hub. 

5. The AGS must be signed by the Chief Executive and the Leader of the 
Council and must be reported externally with the published accounts. 

 
New Committee Arrangements 

6. Members are aware of the changes that have been made to the 
constitution required to reflect the new committee style of governance 
effective from May 2013. The Annual Governance Statement 2012/13 
refers to the work that has taken place in the year to prepare for the new 
governance arrangements but is essentially a look back at the 
effectiveness of the governance arrangements that were in place during 
that year. 

7. Clearly, the new arrangements will need to be monitored to ensure the 
Council continues to have proper arrangements in place for the 
governance of its affairs. 
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ANNUAL GOVERNANCE STATEMENT 2012/13 
 
1. Scope of responsibility 

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

1.2 In discharging this overall responsibility, Stroud District Council is 
responsible for putting in place proper arrangements for the 
governance of its affairs, facilitating the effective exercise of its 
functions, which includes arrangements for the management of risk. 

1.3 Stroud District Council has approved and adopted a code of  
governance, which is consistent with the principles of the 
CIPFA/SOLACE Framework Delivering Good Governance in Local 
Government. This statement explains how Stroud District Council has 
complied with the code and also meets the requirements of regulation 
4(3) of the Accounts and Audit (England) Regulations 2011 in relation 
to the publication of an Annual Governance Statement. 

 
2.0 The purpose of the governance framework 

2.1 The governance framework comprises the systems and processes, 
and culture and values, by which the authority is directed and 
controlled and its activities through which it accounts to, engages with 
and leads the community. It enables the authority to monitor the 
achievement of its strategic objectives and to consider whether those 
objectives have led to the delivery of appropriate, cost-effective 
services. 

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

2.3 The governance framework has been in place at Stroud District Council 
for the year ended 31st March 2013, and up to the date of approval of 
this Statement. 
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3.0 The governance framework 

3.1 Governance is about how the Council ensures it is doing the right 
things, in the right way, for the right people, in a timely, inclusive, open, 
honest and accountable manner. 

3.2 The Council has adopted a Local Code of Governance that is based 
around a number of key principles. These principles are identified 
below, together with a commentary on the current level of 
organisational compliance. 

3.3 During 2012/13, the Council agreed to move from a Cabinet/Executive 
style administration and re-introduce a committee system. References 
to the Executive and Scrutiny in this statement reflect the 
arrangements in place for 2012/13. In 2013/14, the Strategy & 
Resources Committee will deal with Governance issues previously 
undertaken by the Executive. 

 
4.0 Focus on the purpose of the authority and on ou tcomes for the 

community and creation and implementation of a visi on for the 
local area 

4.1 In establishing the competing priorities of local people, the Council has 
highlighted that it has a strong leadership role, hence, the Council’s 
vision, is to be seen as:- 

‘Leading a community that is making Stroud district a better place to 
live, work and visit for everyone’ 

The Council’s Corporate Delivery Plan seeks to demonstrate how this 
vision will be achieved around the Council’s key priorities, which are:- 

1.  Economy – Help local people and businesses recover from the 
recession, grow the local economy and increase employment 

2. Affordable Housing – Provide affordable and decent and social 
housing 

3.  Climate Change – Help the community minimize its carbon 
footprint, adapt to climate change, recycle more and send as little 
waste to landfill as possible 

4. Resources - Provide value for money to our taxpayers and high 
quality services to our customers. 

5. Health and Well-Being – Promote the health and well-being of our 
communities and work with others to deliver the public health 
agenda. 

 
4.2 The Council’s Corporate Delivery Plan is based on the outcomes that 

the residents of Stroud have stated are important. The Plan is 
published on the Council’s website www.stroud.gov.uk 

4.3 Each year the Council reviews progress in delivering the Plan and a 
new version is published. The Council’s Corporate Delivery Plan 2012-
2016, was approved by the Council’s Executive in July 2012. 
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4.4 The Executive and Corporate Team monitor progress of the Corporate 
Delivery Plan (CDP). Each priority has a lead officer responsible for 
delivery. The Council uses interactive software to update the CDP 
quarterly. Scrutiny members review the CDP quarterly and report to 
Performance Overview and Scrutiny Committee. 

4.5 The Council publishes an Annual Report, the latest version being the 
2011/12 report. This details the work undertaken, and achievement 
against performance targets, in relation to the agreed Council priorities. 

   
5. Members and officers work together to achieve a common 

purpose with clearly defined functions and roles 

5.1 Members are responsible to the electorate and serve as long as their 
term of office lasts. Officers are responsible to the authority and carry 
out the Council’s work under the direction of the Council, Executive and 
Committees. 

5.2 The relationship between Councillors and officers is essential to the 
successful working of the Council. This relationship within the authority 
is characterised by mutual respect and trust. The Council has adopted 
a ‘Member/Officer Protocol’ to help councillors and officers perform 
effectively by giving guidance on their respective roles and 
expectations and on their relationship with each other. 

5.3 The Council has adopted a Scheme of Delegation detailing the 
delegation of responsibilities and functions to the Executive, 
Committees, and, officers.   There is also a mechanism for delegating 
decisions to Executive Members within their respective portfolios. 

5.4 Under the Local Authorities (Members Allowances) (England) 
Regulations 2003, local authorities are required to have in place a 
scheme which sets out payments of allowances to councillors. The 
District Council formally adopts its allowances scheme for the 
forthcoming year at Annual Council. Prior to the Council agreeing its 
scheme of allowances, it has to consider the recommendations of an 
independent remuneration panel. The Scheme was reviewed by the 
independent remuneration panel in July 2010 and again in April 2013.  
The 2013 review provided the necessary changes to the scheme of 
allowances to reflect the move to the committee system with effect 
from 16 May 2013. 

5.5 Under Section 38 of the Localism Act 2011, the Council must approve 
and publish a senior pay policy statement before the start of the 
financial year to which it applies. The Council is expected to keep the 
statement under review and publish a new version each year. The 
Senior Pay Policy Statement for 2012/13 was approved by Council in 
February 2012. The Council has also decided how this statement 
should be reviewed and agreed in future, through the Strategy & 
Resources Committee. 
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6. Promote values for the authority and demonstrate  the values of 
good governance through the upholding of high stand ards of 
conduct and behaviour. 

6.1 The Council has adopted codes of conduct for Members and Officers. 
The code of conduct for Members is in accordance with the National 
Code of Local Government Conduct. In November 2012, Council 
approved amendments to the Council’s Code of Conduct for Members 
to include a clause in the Code of Conduct which says that Members 
should comply with the Council’s other codes and protocols. The 
relevant codes and protocols are the local code of conduct for 
planning, the member/officer protocol, the member/member relations 
protocol, and the attendance at other authorities meetings protocol. 

6.2 Staff are also expected to maintain high standards of behaviour at all 
times. Their terms and conditions of employment and related matters 
are set out in the Employee Handbook, which incorporates an officer 
Code of Conduct based on a national model.  The Council’s 
Constitution also contains a number of protocols in respect of 
Member/Officer and Member/Member relations, and a whistle-blowing 
policy for employees 

 
7. Take informed and transparent decisions, which a re subject to 

effective scrutiny and managing risk. 

7.1 The agendas and minutes of meetings of the Council are published, 
and meetings are open to the public. Meetings are broadcast and 
recorded by a webcam so that they can be viewed by a wide audience. 

7.2 There is a statutory requirement for the Council to have an overview 
and scrutiny function when operating under an Executive system. 
During 2012/13 the Council had two overview and scrutiny committees, 
namely: 

• Strategic Overview and Scrutiny Committee, and 
• Performance Overview and Scrutiny Committee 

The Overview and Scrutiny Annual Report 2012/13 was presented to a 
meeting of The Council on 25th April 2013. Under the new committee 
system arrangements, the scrutiny function will take place within the 
various committees including the Audit & Standards Committee. 

7.3 The Monitoring Officer maintains the up to date registration of 
Members Interests and also ensures that Members are regularly 
reminded to update their record. Declarations of Interest are a standard 
agenda item for each main committee meeting. 

The requirement for staff to declare interests is included in the Officers 
Code of Conduct – Council Constitution.  

7.4  Risk Management is essentially about good management practice and 
effective decision making. It can be defined as: 

‘A logical and systematic method of establishing the context, 
identifying, analysing, evaluating, treating monitoring and 
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communicating risks associated with any activity, function or 
process in a way that will enable organisations to minimise 
losses and maximise opportunities’. 

7.5 The Authority recognises that all aspects of business risk must be 
managed. The Council has a Risk Management Policy & Strategy, the 
purpose of which is to provide a framework for the effective 
management of risks within the authority. The Policy was reviewed in 
March 2013 to take account of the proposed changes to council’s risk 
management arrangements. Approval of the revised policy will be 
sought from the June 2013 Audit & Standards Committee and 
subsequently from the Strategy & Resources Committee. 

7.6 The Council has established an Audit Committee. The Terms of 
Reference for the Audit Committee cover the core functions of an audit 
committee as identified in the CIPFA guidance ‘Audit Committees – 
Practical Guidance for Local Authorities’. In September 2012, and as a 
result of changes introduced in the Localism Act 2011 relating to the 
Standards Committee, the Council approved the Audit Committee 
taking responsibility for policy and procedures relating to standards 
which were previously the remit of the Council’s Standards Committee. 
It also approved to rename the Audit Committee the Audit & Standards 
Committee. 

7.7 The Council has a Monitoring Officer who, under the Local Government 
and Housing Act 1989, is responsible for ensuring the legality of 
Council decisions.  The Council has also appointed its Head of Finance 
as Section 151 Officer.  These statutory officers are required to secure 
compliance with relevant primary and subordinate legislation for 
ensuring the lawfulness of both decision making and expenditure 
respectively.  Their functions are recognised in the Constitution and 
they either report directly to, or have access to, the Chief Executive 
who as Head of Paid Service is the other statutory officer whom the 
Council is required to appoint.      

7.8 The Council has a complaints procedure that enables dissatisfied 
members of the public to raise concerns with officers at management 
level, including the Chief Executive. Corporate Team reviews 
performance on complaints, including the limited number resulting in 
investigations by the Local Government Ombudsman. 

7.9 The Council’s Constitution also contains a whistle-blowing policy 
(largely based on a model produced by CIPFA) which enables 
members of staff to raise concerns on a confidential basis pursuant to 
the Public Interest Disclosure Act 1998, about the way in which the 
Council conducts its business.  A revised version of the Whistleblowing 
Policy was approved by Council in May 2012. 
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8.0 Develop the capacity and capability of members and officers to be 
effective. 

 8.1 The Council has the Investor in People (IiP) award. Investors in People 
aims to help organisations improve performance through a planned 
approach to the setting and communication of business goals and 
developing people to meet these goals so that they are motivated to do 
the work which the organisation needs them to do. The Council was 
the first authority in the region to be awarded the IiP Health and Well 
Being Award. 

8.2 Access to Member Development is a key element of the Local Code of 
Governance. There is an extensive new member induction process in 
place with a detailed training programme and existing members are 
also invited to attend the various training events. However, member 
participation in training events is generally poor and is an area that 
needs improvement. 

 
9.0 Engage with local people and other stakeholders  to ensure robust 

public accountability. 

9.1 The agendas and minutes of meetings of the Council are published, 
and meetings are open to the public. Meetings are broadcast and 
recorded by a webcam so that they can be viewed by a wide audience.  
A large amount of information is available on the Council’s website.  

9.2 The views of the public are sought through surveys, and consultation 
meetings are held with the business community.  There are many other 
channels of communication with stakeholders and public, examples of 
which are the Housing Tenants Forum and the Local Strategic 
Partnership.     

9.3 The Policy Team has produced a Partnership Governance Framework 
and Policy which was revised in May 2012. This sets out clear 
guidance for officers and Members when undertaking any partnership 
working.  A standard template has been devised to ensure that formal 
partnership agreements are in place and to assist services in carrying 
out a review of their partnership arrangements. A partnership register 
has been compiled.  
 

10.0 Review of effectiveness 

10.1 Stroud District Council has responsibility for conducting, at least 
annually, a review of the effectiveness of its governance framework 
including the system of internal control. The review of effectiveness is 
informed by the work of the senior management team within the 
authority who have responsibility for the development and maintenance 
of the governance environment, the annual report by the Internal Audit 
Manager, and also by comments made by the external auditors and 
other review agencies and inspectorates. 

10.2 The process that has been applied in maintaining and reviewing the 
effectiveness of the governance framework are as follows: 
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11.0 The Council 

11.1 The Council’s governance framework, primarily based on its 
Constitution, is seen to be dynamic, evolving and regularly reviewable 
to ensure that it reflects the aspirations both of the Council and the 
public to whom it is accountable.  The basis of the Constitution is 
reviewed on an annual basis.  The roles of various components of the 
overall governance framework prescribed by statute or set out in the 
Constitution are interpreted in a pragmatic way to assist in best 
achieving the Council’s principal objectives as contained in its 
Corporate Delivery Plan. 

11.2 The Constitution encompassed the roles and responsibilities of the 
Council’s Executive, its overview, scrutiny and regulatory functions, 
coupled with delegation arrangement and various protocols. The 
Constitution is reviewed regularly and was the subject of substantial 
reviews in 2007 and 2011. From 16 May 2013 it provides the 
framework for the committee system of governance.   The process for 
making substantial changes to the Constitution is internal consultation 
by the Monitoring Officer who makes recommendations to the Council.  
Additionally, the Monitoring Officer is empowered to make minor 
changes at any time. 

11.3 A review of the Constitution in  May 2012 provided for the re-naming of 
the Chief Executive Terms and Conditions Panel to the Senior Pay 
Policy Committee and included a change to the Terms of Reference for 
this Panel to include the approval of the Senior Pay Policy Statement. 
A number of other changes were made however these were mainly 
minor in nature and were made to improve the clarity of the changes to 
the Constitution. 

11.4 At the Annual General Meeting on the 24 May 2012, the Leader of the 
Council announced the new administration’s intention to move from an 
Executive arrangement for decision-making to a committee system. 
The aim of which was to engage more Members in meaningful dialogue 
about policy in a public forum, and in making decisions on what the 
Council does and how it spends its money. 

11.5 At the Council meeting held on 22 November 2012, Council resolved to 
move from its current Leader and Executive model of governance to a 
Committee System to be implemented from the annual Council meeting 
in May 2013. 

 
12.0 The Cabinet (renamed Executive from May 2012) 

12.1 All ‘executive’ key decisions taken by Cabinet, individual Cabinet 
Members and Officers are circulated to all councillors and may be 
subject to a call-in process for examination by the relevant Scrutiny 
Committee. 

12.2 The Council had in place, during 2012-13, two overview and scrutiny 
committees which supported and scrutinised the work of the Cabinet 
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i.e. Strategic Overview & Scrutiny Committee, and Performance 
Overview & Scrutiny Committee. 

12.3 From May 2012, the Cabinet was renamed the Executive under a new 
co-operative administration. Portfolio holders were replaced with Policy 
Leads. The new administration developed proposals for a committee 
structure based on the provisions of the Localism Act 2011 through a 
cross party member working group involving senior members. The 
implementation of the working groups proposals brought about the 
change to a committee structure with the Executive ceasing to exist at 
the AGM in May 2013. 

 
13.0 The Audit Committee (renamed Audit & Standards  Committee 

from September 2012) 

13.1 Good corporate governance requires independent, effective assurance 
about both the adequacy of corporate, operational and financial 
management and reporting, and the management of other processes 
required to achieve the organisation’s corporate and service objectives. 
Effective audit committees help raise the profile of internal control, risk 
management and financial reporting issues within an organisation, as 
well as providing a forum for the discussion of issues raised by internal 
and external auditors. 

13.2 The Terms of Reference for the Audit Committee cover the core 
functions of an audit committee as identified in the CIPFA guidance 
‘Audit Committees – Practical Guidance for Local Authorities’. 

13.3 In September 2012, and as a result of changes introduced in the 
Localism Act 2011 relating to the Standards Committee, the Council 
approved the Audit Committee taking responsibility for policy and 
procedures relating to standards which were previously the remit of the 
Council’s Standards Committee. It also approved to rename the Audit 
Committee the Audit and Standards Committee. 

 
14.0 The Standards Committee 

14.1 The Standards Committee consisted of 8 members, including 4 
independent Members and 2 representatives of the District’s parish 
and town councils.  Both the Chair and Vice Chair of the Committee 
were independent Members.  In September 2012, and as a result of 
the Localism Act 2011, the Council approved to:- 

• To cease to have a Standards Committee. 

• To approve the Audit Committee taking responsibility for policy 
and procedures relating to standards which were previously the 
remit of the Council’s Standards Committee. 

• To rename the Audit Committee the Audit & Standards Committee 

• To establish a Standards Panel to consider allegations off 
breaches of the Code of Conduct for Members with a membership 
of two of the Council’s independent persons (with one as 
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Chair),Chair of the District Council and a local councillor. Each 
member of the Panel shall complete a Declarations of Interests 
form. 

• To approve a slightly revised procedure for the investigation and 
determination of alleged breaches of the Code of Conduct for 
Members. 

 
15.0 Internal Audit 

15.1 Internal Audit operates under the Accounts and Audit (England) 
Regulations 2011, which requires an adequate and effective internal 
audit of accounting records and of the system of internal control.  The 
Regulations also require the Authority to conduct, at least once a year, 
a review of the effectiveness of its internal audit, and that the findings 
of this review should be included in the Annual Governance Statement. 

15.2 The review consisted mainly of a self-assessment against the CIPFA 
Code of Practice for Internal Audit in Local Government in the UK 
2006, and the results were reviewed by the Council’s Head of Finance, 
and were also reported to the Council’s Audit Committee in June 2013. 
The overall conclusion from the review was that internal audit at SDC is 
effective. Although the self-assessment identified a number of ‘gaps’ in 
compliance with the CIPFA Code of Practice, these do not materially 
effect the reliance the Council can place on the Internal Audit 
manager’s opinion on the adequacy of the control environment.   

15.3 Internal Audit work is carried out to the standards outlined in the CIPFA 
‘Code of Practice for Internal Audit in Local Government in the United 
Kingdom 2006’ (the Code). The Code requires ‘the Head of Internal 
Audit to provide a written report to those charged with governance 
timed to support the Annual Governance Statement’. The 2012-13 
report by the Internal Audit manager concluded:- 

 ‘My overall opinion is that an adequate level of assurance can be given 
that there is a generally sound system of internal control, designed to 
meet the Council’s objectives, and that controls are generally being 
applied consistently.’ 

15.4 The 1 April 2013 saw the introduction of the new UK Public Sector 
Internal Audit Standards (PSIAS) that apply across the whole of the 
public sector. The PSIAS are based on the Institute of Internal Auditors 
(IIA) Standards, with a limited number of additional requirements and 
interpretations that allow the PSIAS to be adopted for the public sector. 
These new standards are intended to promote further improvement in 
the professionalism, quality, consistency, and, effectiveness of internal 
audit across the public sector.  

15.5 The Chartered Institute of Public Finance and Accountancy (CIPFA) 
have produced a Local Government Application Note to provide 
guidance to local authorities on how to apply the new standards. 
Although there would not appear to be many significant changes 
between the PSIAS and the previous CIPFA Code, a detailed review of 
the new Standards is being undertaken to identify all changes. 
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15.5 Stroud District Council (SDC) and Gloucester City Council (GCC), have 
formed the Gloucestershire Audit & Assurance Partnership (G A A P) 
in order to deliver a professional, cost effective, efficient, internal audit 
function to the partner organisations. The provision of the Internal Audit 
service is by a team consisting of 6 staff, 3 based at SDC, and 3 based 
at GCC. In addition, the team is managed by the Head of Partnership, 
who acts as the Internal Audit Manager for SDC. The main benefits to 
the two Councils of the proposed shared service are improved capacity 
by bringing together staff resources from both partners, increased 
resilience by standardising processes across partner sites and creating 
a pool of skilled staff whom can support both partners and improved 
quality of service delivery. 

 
16.0 Other review/assurance mechanisms 

16.1 Chairman’s Governance Inquiry  – As a result of a number of 
concerns raised by both Members and Officers into a proposed 
Chairman’s inquiry into a Member’s concerns relating to Council 
Governance, at a meeting of the Council on 26 April 2012, it was 
agreed that Council formally empowers the Chairman and his 
successors in office to conduct any inquiry into any matter relating to 
Council Governance, including matters already approved by the Audit 
Committee. 

16.3 The findings from the Chairman’s Inquiry carried out during the year 
were reported to Council in September 2012 who resolved to note the 
report and accept all the recommendations contained therein. 

16.4 External Audit  - is part of the process of accountability for public 
money. It makes an important contribution to the stewardship of public 
resources and the corporate governance of public services. The scope 
of External Audit work covers not only the audit of financial statements 
but also aspects of corporate governance. 

16.5 In September 2012, the Council’s External Auditor produced their 
‘report to those charged with governance’ relating to the 2011/12 audit 
of the Council's financial statements. This report was presented to the 
meeting of the Audit Committee on 27 September 2012. In relation to, 
‘audit matters of governance interests that arise from the audit of the 
financial statements,’ the report concluded that ‘there are no other 
matters which we wish to draw to your attention in addition to those 
highlighted in this report or our previous reports relating to the audit of 
the Council’s 2011/12 financial statements'. 

16.6 Risk Management  - is the process by which risks are identified, 
evaluated, recorded and controlled and is a key element of the 
governance framework. The Risk Management Policy & Strategy was 
reviewed in March 2012. 

16.7 The Corporate Risk Management Group (CRMG), met regularly 
throughout 2012-13 and worked actively with Heads of Service to 
ensure that all risks identified are recorded correctly on the Council’s 
performance management system. All Executive and Scrutiny 
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Committee Members have access to the system and can review the 
Corporate Risk Register at any time. 

16.8 The chair of the CRMG reported quarterly to Council’s Corporate Team 
with an update on the work of the group and the Corporate Risk 
Register. An annual report is also presented to the Audit & Standards 
Committee with the latest report being presented to the March 2013 
meeting. 

16.9 A review of the Risk Management Policy and Strategy and the work of 
the Corporate Risk Management Group have been undertaken during 
the year and some external advice sought. The outcome of this 
process highlighted that whilst the current arrangements have served a 
purpose over the last three years, some changes could be made to 
improve the focus of risk management and make the process more 
efficient. 

16.10 The Audit & Standards Committee will be asked to review the updated 
Risk Management Policy at its meeting in June 2013 and to 
recommend its approval to Strategy & Resources Committee. 

16.11 EMAS - The Council has been registered under the Eco-Management 
and Audit Scheme (EMAS) since 1999. EMAS, which is only awarded 
after an external and independent assessment, is designed to 
recognise and reward organisations that go beyond minimum legal 
compliance and continually review their environmental performance. 

16.12 The Council recognises that it has an impact on the environment 
through the services it provides and that it has powers and 
responsibilities to encourage and enforce where necessary. To ensure 
the Council carries out and keeps up to date with environmental 
legislation, it subscribes to a web based legal register applicable to 
local authorities. The Council also has an annual environmental legal 
compliance audit which is carried out by an external auditor to ensure 
that the Council’s own activities comply with legislation. 

16.13 Assurance Statements  - A further source of assurance has been 
obtained from the introduction of Assurance Statements. These 
Statements have been issued to all Heads of Service, and they have 
been requested to complete, and to identify any significant internal 
control issues within their portfolio. There were no significant 
governance issues identified. 17.0 Compliance with the CIPFA 
Statement on the Role of the Chief Financial Officer 

17.1 To comply with the CIPFA Code of Practice on Local Authority 
Accounting, a specific statement is required to be reported in the 
Annual Governance Statement on whether the authority’s financial 
management arrangements conform to the governance requirements 
of the CIPFA Statement on the Role of the Chief Financial Officer in 
Local Government (2010). The following statement has been prepared 
by the council’s Head of Finance and s.151 Officer: 
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17.2 ‘This statement is given in respect of the Statement of Accounts for 
Stroud District Council. I acknowledge my responsibility for ensuring 
that an effective system of internal control is maintained and operated 
in connection with the resources concerned. 

 The system of internal financial control can provide only reasonable 
and not absolute assurance that assets are safeguarded, that 
transactions are authorised and properly recorded, and that material 
errors or irregularities are either prevented or would be detected within 
a timely period. 

 The system of internal financial control is based on a framework of 
regular management information, financial regulations, administrative 
procedures (including segregation of duties), management supervision, 
and a system of delegation and accountability. Development and 
maintenance of the system is undertaken by managers within the 
council. In particular, the system includes: 

• Comprehensive budget systems 
• Regular reviews of periodic and annual financial reports which 

indicate financial performance against the forecasts; 
• Setting targets to measure financial and other performance 
• The preparation of regular financial reports which indicate actual 

expenditure against the forecasts; 
• Clearly defined capital expenditure guidelines, and 
• Formal project management disciplines. 

The arrangements for internal audit are as set out in the Annual 
Governance Statement (paragraph 15) and I am satisfied that they 
operate to a defined standard. A review of the effectiveness of internal 
audit has been undertaken and reported to the Audit Committee. The 
Head of Internal Audit has also provided an independent opinion in his 
annual report stating that he is satisfied the council has an adequate 
control environment in place. 

My review of the effectiveness of the system of internal financial control 
is informed by: 

• The work of managers within the council 
• The work of internal auditors as described above, and 
• The external auditors in their annual audit letter and other 

reports 

I can confirm that the council’s financial management arrangements 
conform to the governance requirements of the CIPFA Statement on 
the Role of the Chief Financial Officer in Local Government (2010). 

 

 
Signed:     Dated:    13th June 2013 

Sandra Cowley, Head of Finance (S151 Officer) 
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18.0 Significant governance issues 

18.1 As this statement indicates, the coming year will involve significant 
changes to our governance arrangements. These will be monitored 
throughout the year to ensure the new committee system continues to 
promote good governance. A task and finish group will be established 
to review the constitutional arrangements on an ongoing basis. 

 

Signed 

 

 
 
 

                       
 
 

Cllr Geoff Wheeler     David Hagg   
Leader of the Council    Chief Executive 
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Report Title  
 

RISK MANAGEMENT POLI CY 

Purpose of Report  
 

To present the revised Risk Management Policy to 
the Committee for approval.  

Decision(s)  
 

The Committee RECOMMENDS to Strategy & 
Resources that the Risk Management Policy as set 
out in Appendix A be approved. 

Consultation and  
Feedback  

The revised arrangements for managing the 
Council’s risks have been discussed and agreed 
with Corporate Team and Heads of Service. 

The Audit & Standards Committee were made 
aware of the changes at their last meeting in March 
this year. The changes made to the policy reflect 
the changes to the process already agreed. 

Financial Implications  
& Risk Assessment 
 

There are no financial implications arising from this 
report.  

It is important that all staff and members are fully 
aware of their responsibilities with regard to 
managing the risks faced by the council. Failure to 
properly identify, record and manage risk will 
prevent the Council from delivering efficient and 
effective services as set out in the Corporate 
Delivery Plan. 

Sandra Cowley, Head of Finance 
Tel: 01453 754136  
Email: sandra.cowley@stroud.gov.uk 

Legal Implications  
 

There are no significant legal implications arising 
from the report.  

Peter Woodcock, Legal Services Manager 
Tel 01453 754369 
Email: peter.woodcock@stroud.gov.uk 

Report Author  
 

Sandra Cowley, Head of Finance 
Tel: 01453 754136  
Email: sandra.cowley@stroud.gov.uk 

Options  
 

None. 

Performance 
Management Follow 
Up 

The Audit & Standards committee will receive an 
update on the effectiveness of the new 
arrangements at its meeting in November. An 
annual review will also be undertaken and reported 
to the committee in March 2014. 
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Background Papers  
and Appendices 

Appendix A – Risk Management Policy June 2013 

 

Background 

1. The Council approved a Risk Management Policy and Strategy at its 
meeting in March 2010. This was reviewed by the Audit Committee in 
March 2011 and updated by the Audit Committee in March 2012. 

2. The Audit Committee’s role is to provide independent scrutiny of the 
adequacy of the risk management framework. It is responsible for: 

• scrutinising the effectiveness of the overall policy and compliance 
by officers and 

• reviewing the Council’s approach to risk management and 
recommending changes or improvements to processes. 

3. At the Audit & Standards meeting in March, members were informed of 
some proposed changes to the risk management process, agenda item x. 
These changes have now been incorporated into the revised Risk 
Management Policy shown in Appendix A.  

 
Review of Risk Management Process 

4. As set out in the report to the committee in March, an external review of 
the process for managing risk highlighted that whilst the current 
arrangements have served a purpose over the last three years, some 
changes could be made to improve the focus of risk management and 
make the process more efficient. 

5. The main issue is the labour intensive nature of the current process and 
that the focus is on detailed service risks rather than risks associated with 
delivering the Council’s corporate aims and objectives. The Risk 
Management Policy and Strategy should become one more simplified 
document and the process should be more embedded within the everyday 
work of the council lead by Corporate Team. 

6. Since the Council identified Risk Champions to work with Heads of 
Service and Corporate Team in properly identifying, scoring and recording 
risks, the need for regular extensive review of each service area is no 
longer required. However, the Council also needs to review its risk 
appetite with the suggestion that all risks scoring eight and above should 
be reviewed by Corporate Team. 

 
The New Process for Risk Management 

7. As a result of the review, the Corporate Risk Management Group has 
disbanded and Corporate Team has taken on the role of formally 
reviewing and moderating all risks scoring 8 and above. This has had the 
effect of taking out a layer of repetitive review and focusing on those risks 
most in need of managing. These reviews have been scheduled to take 
place quarterly as part of reviewing the progress with the Corporate 
Delivery Plan. 
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8. Training was provided for staff during the year focussing on assessing 
risks to the delivery of the Council’s aims and objectives. The training 
helped to demonstrate how the Excelsis performance management 
system could be better used with this approach. 

9. The Excelsis system will be the Corporate Risk Register and will be the 
main source for viewing all risks the council has recorded and is actively 
managing. Detailed project risk registers for all major projects will still be 
maintained but should projects be facing risks that affect the council’s 
ability to deliver the corporate delivery plan, these will be recorded on the 
Corporate Risk Register.  

10. The Strategy and Resources Committee will take responsibility for 
ensuring the Policy is implemented and champion Risk Management for 
the Council. The Audit & Standards Committee’s role will remain as set 
out in paragraph 2 above. 

 
Conclusion 

11. The Risk Management Policy has been reviewed and a more streamlined 
process, as outlined above, is proposed that focuses on the risks 
associated with the delivery of the Council’s aims and objectives. 

12. The Risk Management Policy has been updated to take account of the 
recommendations made following the external review and the changes to 
process described in the report.  

13. The Audit & Standards Committee is asked to recommend that the 
revised Risk Management Policy is approved by the Strategy & 
Resources Committee at its meeting on 27th June 2013. 
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 Our approach to risk 

1. Introduction 

Like all organisations, Stroud District Council is exposed to risk.  Many of the 
risks that the Council is exposed to cannot be insured.  Risks need to be 
managed, not avoided and a rigorous approach to all aspects of risk 
management is an integral part of good management practice. Having a robust 
risk management process will ensure that the Council: 

� continues to achieve its objectives and sustainable improvement in 
services; 

� is developing and maintaining a safe and healthy environment for the 
public and for its employees; 

� reduces the number and cost of insurance claims; 
� by mitigating risk will make processes safer and more effective which in 

turn will reduce costs and make us more efficient. 

There are many definitions of risk and risk management. The contemporary 
definition set out in ISO 3100 is that risk is the ‘effect of uncertainty on 
objectives’ where uncertainty can be either positive or negative. 

Risk Management is defined as ‘the culture, processes and structures directed 
towards realising opportunities whilst managing adverse effects’. Its purpose is 
not to eliminate risk but to understand it so as to take advantage of the upside 
and minimise the downside. 

This policy places a responsibility on all members and officers to have regard to 
risk in carrying out their duties. Its purpose is to enable the Council to manage 
its risks through anticipation and control.  

 
2. Summary of expectations and commitments for risk  management: 

� The Corporate Delivery Plan (CDP) will be the key focus for the Council’s 
risk management framework. All risks identified and recorded will link to 
the objectives set out in the CDP. 

� Corporate Team will own the Corporate Risk Register and will review all 
risks scoring 8 and above on a quarterly basis as part of reviewing 
performance against the CDP. 

� Heads of Service and Unit Managers will maintain the Corporate Risk 
Register on the Council’s performance management system, Excelsis, 
which will be updated on a monthly basis. 

� A network of Risk Champions will act in an advisory / guiding capacity to 
assist with the identification, recording and scoring of all risks.  

� Risk Management awareness training will be provided for all staff and 
members periodically. 

� All committee reports that require a decision will include a risk assessment 
that members will use to inform their decision-making. 

� For all significant projects and partnerships, the risks to achieving their 
objectives will be identified and recorded. These will be documented and 
regularly reviewed. 
Business Continuity Plans will be available in all areas where there is a 
potential for an occurrence having a catastrophic effect on the Council and 
its service delivery capability 
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3. Risk Management Framework 

This policy sets out the framework on which our risk management process is 
based. This framework ensures a consistent approach is taken across the 
Council and embeds it into the culture of working. 

The process to be used in achieving the objectives outlined in the Risk 
Management Policy will be undertaken throughout the Authority and by all 
services, taking into account the Authority’s objectives, as well as strategic and 
operational issues and within agreed timescales. 

 
4. Objectives 

Our risk management policy adopts best practices in the identification, 
evaluation, and cost-effective control of risks to ensure that they are eliminated 
or reduced to an acceptable level. It is acknowledged that some risks will 
always exist and will never be eliminated.  

The objectives of this policy are: 

� to place risk management at the centre of decision making within the 
organisation; 

� to clearly identify roles and responsibilities for managing risk; 
� to follow a structured framework for the identification, assessment and 

evaluation of risks; 
� to ensure a corporate approach is adopted across the Council which 

facilitates the prioritisation of risks and avoids duplication of mitigating 
action; 

� to ensure risk management principles are embedded in all systems and 
processes to help demonstrate openness, integrity and accountability in all 
the Council’s activities; 

� to ensure the risk management process contributes to the development of 
a more robust internal control framework, providing assurance to senior 
officers and Members that appropriate levels of control exist; 

� to provide a framework for ensuring actions are proportionate to identified 
risks thereby efficiently and effectively utilising resources and maintaining 
a balance between risks and controls; 

� to prevent injury, damage and loss, to minimise the cost of risk, and to 
maximise benefits for the Council; 

� To ensure that risks which could prevent the achievement of the Council’s 
objectives are identified and controlled. 

 
5. Identifying, Assessing and Managing Risks 

The overall process of managing risk can be divided into:  

Risk analysis , or assessment, which includes the identification and evaluation 
of the risks, and  

Risk management  which encompasses the treatment of risks and monitoring 
their activities.  

Successful risk management involves looking critically at objectives, services, 
projects and partnerships and asking “What can go wrong”. This process should 
begin in the initial planning phase and continue to be reviewed during the life of 
the activity. Mitigating actions should be identified and, wherever possible, 
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carried out. Table A, below, identifies and provides a description of the 
categories of risk. 

Table A  - Categories of Risk 

STRATEGIC 
Risks that need to be taken into account in 
judgements about the medium to long term 
goals of the Council. These may be: 

OPERATIONAL 
Risks that managers and staff will encounter 
in the daily course of their work. These may 
be: 

Political  
Failure to deliver either local or central 
government policy, or to meet the local 
administration’s commitments. 

Professional  
Associated with the particular nature of each 
profession (e.g. housing service concerns as 
to the welfare of tenants). 

Economic  
Affecting the ability of the Council to meet its 
financial commitments: External macro level 
economic changes (i.e. interest rates, inflation 
etc.), or the consequences of proposed 
investment decisions. 

Financial  
Associated with financial planning and control 
and the adequacy of insurance arrangements. 

Reputational 
Associated with lost confidence in the Council’s 
ability to deliver services. Adverse media 
attention.  

Legal  
Related to possible breaches of legislation. 

Technological  
Associated with the capacity of the Council to 
deal with the pace / scale of technological 
change, or its ability to use technology to 
address changing demands 

Technological  
Relating to reliance on operational equipment 
(e.g. IT systems or equipment and machinery) 

Competitive  
Affecting the competitiveness of the service (in 
terms of cost or quality) and / or its ability to 
deliver best value for money. 

Contractual  
Associated with the failure of contractors to 
deliver services or products to the agreed 
cost and specification. 

Environmental  
Relating to the environmental consequences of 
progressing the Council’s strategic objectives 
(e.g. in term of energy, efficiency, pollution, 
recycling, landfill requirements, emissions, etc.). 

Environmental  
Relating to pollution, noise or energy 
efficiency of ongoing service operation. 

Legislative  
Associated with current or potential changes in 
national or European law (e.g. the appliance or 
non appliance of TUPE regulations). 

Physical / Assets  
Related to fire, security, accident prevention 
and health and safety (e.g. hazards / risks 
associated with buildings, vehicles, plant and 
equipment, etc. 

Social  
Associated with failure to meet the changes in 
demographic, residential or socio-economic 
rends on the organisation’s ability to deliver 
objectives 

Human Resources  
Associated with staffing issues (e.g. 
recruitment / retention, sickness 
management, change management, stress 
related risk analysis 

Residents / Stakeholders 
Associated with failure to meet the current and 
changing needs and expectations of customers 
and citizens 
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Decisions on how to treat risks should fall into the 4Ts:- 

Tolerate  Accept the risk and do nothing different to manage the risk 
beyond the normal management routines. Contingency plans 
may be needed in case the risk is realised. 

Transfer  Let someone else take the risk (e.g. by insurance or passing 
responsibility for the risk to a contractor). Not all risks are 
transferable, e.g. reputational risks. 

Terminate  Agree the risk is too high and do not proceed with the 
project/activity. 

Treat  Control the risk and take cost effective action to reduce the 
risk. The purpose of treatment is to constrain the risk to an 
acceptable level whilst continuing with the activity giving rise to 
the risk.  

 
Objective setting starts at the most senior level of the authority. Corporate 
objectives are set and, in order to implement them, they are split into 
manageable parts called action plans and form the objectives for staff within 
each service. These in turn may be split and allocated to other members of 
each team.  

At each stage, whenever an action plan is set the risks associated with each 
one must be considered and recorded - “What can go wrong” and “What can 
stop me achieving my objective”.  It is the line manager’s responsibility, after 
setting objectives, to discuss these risks with the person given the action plan 
and to discuss how to mitigate each risk. 

 
6. Guidance for assessing risk 

Define Objective  

� This applies to all activities, regardless of scale and defines the objective 
of that activity.  

� Objectives form part of the loop in the process as they will often change 
and develop during the process. As such they should be reviewed 
periodically.  

 
Identify Risks  

� It is the responsibility of all parties associated with the particular objective 
to help identify potential risks and to report these to the manager 
responsible for that objective. This would include all members of 
partnerships where these are involved.  

� Risks should be directly linked to specific objectives and this is supported 
by recording within the Excelsis performance management system.  

� Where the risk is contained wholly within the objective, the risk should be 
managed by the risk owner in consultation with the manager responsible 
for that objective.  

� Where the risk is not contained wholly within the objective, the manager 
should liaise with other affected parties to examine and determine the 
impact on other objectives.  



  Appendix A 

Audit & Standards Committee 9 Agenda item 11  
25 June 2013   

 
� Risks should be recorded in sufficient detail to allow for an identification of 

the objective the risk impacts, the risk itself, the cause(s) of the risk and 
the effect of the risk.  

� Risks should be categorised reflecting good practice. Examples are shown 
in table A above. 

� Risk identification techniques may include brainstorming and/or interviews 
by category. 

Describing Risks  

All risks must be described using the ‘If ...... then’ statements. The following 
should be avoided: 

� stating impacts which may arise as being the risks themselves,  
� stating risks which do not impact on objectives, 
� defining risks with statements which are simply the converse of the 

objectives.  

Consider Impact and Probability of Risks  

� Use of the Risk Register is critical to this phase  
� Each risk must be initially assessed for inherent risk in terms of Impact and 

Probability. 
� Scoring is achieved by multiplying the Impact Score (1 - 4) to the 

Probability Score (1 - 4) 
� Scores of 12 and over are designated as being the Primary Risks 

 

7. Recording Risks 

The Corporate Risk Register 

The Council’s Corporate Risk Register is held in the Excelsis performance 
management system. It is maintained by Heads of Service and is updated 
periodically as changes occur, e.g. when new risks become apparent or when 
existing risks are rescored. In any event they must be reviewed on a timely 
basis that is appropriate for the risk. Some risks may need reviewing only on a 
six monthly basis but others may need reviewing almost weekly.  

All risks are scored using a 4 x 4 matrix, Impact against Likelihood. Table B 
below is the’ impact’ matrix used to assess the impact of the different types of 
risk. Table C below is the ‘likelihood’ matrix. Scores are determined by 
multiplying Impact by Likelihood. Scores of 12 and above are deemed to be the 
Primary Risks. 

Council Reports 

All reports to Committees and Council must identify the risks. The report author 
must ensure that risks are clearly set out and are included within the Financial 
Implications box of the report before Finance completes the actual financial 
implications. All members of Council / Committee must consider the risks 
involved in any activity or project being proposed before making any decision. 
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Table B - Risk Scoring - IMPACT 

  Low (1) Medium (2) High (3) Very High (4) 

Financial cost Up to £20,000 
<2% of annual budget 
Contained within Service 
Area 

£20k - £100k 
>2% but <5% annual 
budget 
Contained within service 
area 

£100k-£500k 
>5% but <15% annual 
budget 
Budget adjustment across 
service areas 

Over £500,000 
>15% annual budget 
Corporate Budget 
realignment 

Service 
Provision 

Brief disruption of 
important service area 
Minor effect to non crucial 
service area 
Service Disruption 1 Day 
Minor impact on 
achievement of targets and 
objectives 

Moderate effect to an 
important service area for 
a short period 
Adverse effect to services 
in one or more areas for a 
period of weeks 
Service Disruption 2-3 
days 
Moderate impact on 
achievement of one or 
more targets / objectives 

Complete loss of an 
important service area for 
a short period 
Significant effect to 
services in one or more 
areas for a period of weeks 
Service Disruption 3-5 
Days 
Significant impact on 
achievement of a key 
target / objective or some 
impact on several 

Service suspended long 
term 
statutory duties not 
delivered 
 core service disruption of 
more than 5 days 
Major impact on 
achievement of several 
key targets / objectives 

Personal Health 
& Safety 

Sticking plaster 
No injuries but incident has 
occurred. 

Minor injuries 
Broken bones /  illness 

Sustained or major illness 
of an individual or several 
people. 
Incidents reported to HSE 
Over three days lost from 
work injuries 

Loss of life  
Large-scale major illness / 
injuries. 

Business plan 
objectives 
(including 
projects) 

Minor relevance to an 
identified service objective 

Low priority objectives not 
met / significantly delayed 

Priority division objectives 
not met / projects not fully 
delivered. 

Corporate priorities not 
met / key project fails to 
deliver major 
improvements. 
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  Low (1) Medium (2) High (3) Very High (4) 

Morale Contained within a team 
and managed 

Some hostile relationship 
and minor non 
cooperation. 

Industrial action (short 
period). Staff leaving and 
unable to attract 
replacements 

Prolonged industrial action.  

Embarrassment/ 
Reputation 

No media attention / minor 
letters or complaints 
Complaint from individual / 
small group, of arguable 
merit 

Adverse local media 
Negative local opinion and 
formal complaints 

Adverse local and national 
publicity / member’s 
position threatened 

Remembered for years/ 
members forced to resign. 
Adverse central 
government response, 
involving (threat of) 
removal of delegated 
powers 
Adverse and persistent 
national media coverage 

Breach of legal 
obligations/ 
litigation  

Litigation / claims or fine 
cost of  £1k – 5k 
Individual Claims 

Litigation / claims or fine 
cost of £5k - £20k 
Ombudsman 

Litigation / claims or fine 
cost of £20k - £250,000 
Litigation 

Litigation / claims or fine 
cost of  > £250,000 
Multiple Litigation 

Implications for 
the Community 
or the 
Environment 

No lasting detrimental 
affect on the environment 
or the community e.g. 
noise, fumes, dust etc. 

Short-term, local 
environmental or social 
impact such as a major fire 

Long-term environmental 
or social impact such as a 
chronic and / or significant 
discharge of pollutant 

Extensive, long-term 
impact Major public health 
/ environmental incident or 
loss of significant 
community facility 

Residents / 
Stakeholders 

The interests of 
stakeholders  would not be 
affected 

Some minor effects on 
ability of stakeholders to 
pursue rights and 
entitlements, e.g. other 
sources or avenues would 
be available to 
stakeholders 

Stakeholders would 
experience considerable 
difficulty in pursuing rights 
and entitlements 

Stakeholders would be 
unable to pursue their 
rights and entitlement and 
may face life threatening 
consequences 
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Table C – Risk Scoring - Likelihood 

Score Category Probability Timings Likelihood 
Description 

4 Very likely  60% + Within next 6-12 
months 

The event is expected 
to occur in most 
circumstance 

3 Probable  20% to 60% Next year The event will probably 
occur in most 
circumstance 

2 Possible  5%-20% Next 2 -5 years The event might occur 
at some time 

1 Very 
unlikely 

0-5% Next 5-10 years The event may occur 
only in exceptional 
circumstances 

 
8. Risk Appetite 

Table D shows the risk scores possible from a 4 x 4 matrix. All risks scoring 12 and 
above are deemed to be Primary Risks. The Council’s risk appetite is the level at 
which we are prepared to accept that adequate controls are in place. Using the table 
below, risks scoring of 8 or more are deemed to be the level at which Corporate 
Team will more regularly review and monitor. Every effort must be taken to reduce 
the risk to more acceptable levels. These risks and any mitigating actions must be 
reviewed regularly. 

 

Table D - Score Matrix 4x4 

IM
P

A
C

T
 

4 8 12 16 

3 6 9 12 

2 4 6 8 

1 2 3 4 

LIKELIHOOD 
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9. Roles and responsibilities 

Roles and responsibilities of members and staff are mentioned throughout this policy 
but are summarised below for clarity: 

Members 
All members have risk management responsibilities.  All reports that are brought to 
Committee or Council, that require a decision, will have a risk assessment 
incorporated; this should be used to inform decision-making and should be revisited 
to ensure risks are being managed. Members have access to the Council’s 
performance management system where they can view the Risk Register. 

Audit Committee 
Audit Committee will review the Council’s Risk Management Policy annually, monitor 
and review the effectiveness of the risk management systems and its contribution to 
corporate governance arrangements. 

Corporate Team 
Corporate Team have strategic responsibility for the Risk Management Policy and 
collectively oversee the council’s effective management of risk.  They will advise and 
support senior managers to ensure that risk is managed consistently and in line with 
this policy.  This involves review and challenge of any risk or group of risks to ensure 
that they are being recorded, scored and monitored correctly. 

Heads of Service & Unit Managers 
Service managers are responsible for identifying and managing risks to their 
objectives of their service teams.  They must ensure that they, and their teams, carry 
out risk assessments as a routine part of service planning and record the required 
information on the risk register, Excelsis, the Council’s performance management 
system. 

Staff 
All employees are responsible for identification and assessment of risk associated 
with service objectives in their teams. 

 
10. Partnerships 

The Council is engaged in many and diverse collaborative arrangements of varying 
degrees of complexity. Governance arrangements should be in place for all 
significant partnerships that will include risk management.  

Partnership working can be defined as: 

� Two or more independent bodies (public, voluntary or private) who 

� Work collectively to achieve a common objective 

� Plan and implement a jointly agreed programme often with joint staff resources 

� Share relevant information and / or 

� Pool resources, risks and rewards 

The partnership is not subject to the normal command and control management. 
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Partnership Responsibility 

Every partnership will be considered to be the responsibility of a particular service 
area. Prior to entering into any partnership agreement, the sponsoring service area 
must confirm what governance arrangements (including the management of risk) will 
apply. This should form part of the initial business case. 

The governance arrangements will define the points or intervals during the lifetime of 
the partnership when exercises will be undertaken to identify the risks to the 
successful delivery of the partnership objectives and how these will be conducted. 

In accordance with best practice:-  

� Risk assessments should be undertaken before the commencement of major 
projects, preferably in the report on which the decision to proceed is based.   

� Risk assessment should be regularly reviewed during the project period.  

� Potential partners should be required to produce and submit risk assessments.  

� Partnership arrangements should be reviewed in terms of risk before they are 
entered into and, subsequently, that the risks are reviewed.  

� Effective arrangements should be in place for risk sharing (e.g. in the 
partnering contract terms and conditions or agreement).  

� Exit strategy should be considered and included in the partnership agreement. 
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Report Title 
 

PUBLIC SECTOR INTERNAL AUDIT 
STANDARDS (PSIAS) 

Purpose of Report 
 

To inform Members of changes to the Internal Audit 
standards. 

Decision(s) 
 

The Audit & Standards Committee RESOLVES to 
accept the report. 

Consultation and 
Feedback 

None 
 

Financial Implications 
and Risk assessment 
 

There are no significant financial implications 
arising from this report however, the requirement to 
undertake an external assessment of the 
effectiveness of internal audit every 5 years will be 
an additional cost to the service. The possibility of 
one external review for the partnership instead of 
separate reviews at both Gloucester City and 
Stroud will be looked into. 

Sandra Cowley, Head of Finance 
Tel: 01453 754136  
Email: sandra.cowley@stroud.gov.uk 

Legal Implications 
 

There are no significant legal implications arising 
directly from the recommendation in this report. 
Compliance with the regulations and guidance 
referred to will provide assurance that the Council’s 
financial affairs are conducted lawfully. 

Peter Woodcock, Locum Legal Services Manager 
Tel: 01453 754369 
Email: peter.woodcock@stroud.gov.uk 

Report Author 
 

Terry Rodway, Internal Audit Manager 
Tel: 01453 754111  
Email: terry.rodway@stroud.gov.uk 

Options 
 

N/A 

Performance 
Management Follow 
Up 

At this stage of the review, it is apparent that the 
Internal Audit Charter will require updating to take 
account of the requirements of the PSIAS. A report 
on this, together with any other changes identified 
from implementing the new Standards, will be 
presented to the September 2013 meeting of this 
Committee. 
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Background Papers/ 
Appendices 

Public Sector Internal Audit Standards (PSIAS) 
CIPFA Local Government Application Note 

 
1. Background 

1.1 The 1st April 2013 saw the introduction of the new United Kingdom Public 
Sector Internal Audit Standards (PSIAS) that apply across the whole of the 
public sector. The PSIAS are based on the Institute of Internal Auditors 
(IIA) Standards, with a limited number of additional requirements and 
interpretations that allow the PSIAS to be adopted for the public sector. 

 
1.2 The PSIAS replace the Code of Practice for Internal Audit in Local 

government in the United Kingdom, last revised in 2006. In local 
government, the PSIAS are mandatory for all principal local authorities 
subject to the Accounts and Audit (England) Regulations 2011. 

 
1.3 These new standards are intended to promote further improvement in the 

professionalism, quality, consistency, and, effectiveness of internal audit 
across the public sector. The Chartered Institute of Public Finance and 
Accountancy (CIPFA) have produced a Local Government Application 
Note to provide guidance to local authorities on how to apply the new 
standards.  

 
1.4 Following discussions with the DCLG with regards to what constitutes 

‘proper practices’ in internal control as per the Accounts and Audit 
Regulations 2011, CIPFA have now advised that the ‘proper practices’ for 
UK local government are the PSIAS plus the Local Government 
Application Note. Therefore, the content of both these documents must be 
followed in order to satisfy proper internal audit practices. 

 
2. Current Position 

2.1 The PSIAS became effective from the 1st April 2013, and the CIPFA Local 
Government Application Note was issued towards the end of April 2013. A 
brief review of the PSIAS and the Application Note has not identified many 
significant changes from the previous CIPFA Code, with the main changes 
currently identified as being:- 

• The Quality Assurance and Improvement Programme required by 
the PSIAS must include both internal and external assessments. 
The external assessment must be undertaken at least once every 
five years. 

• The terms ‘board’ and ‘senior management’ must be defined for the 
purposes of internal audit activity. 

• Any ‘significant’ additional consultancy services that have not been 
included in the Audit Plan should be approved by the ‘board’. 

 
2.2 At this stage of the review, it is apparent that the Internal Audit Charter will 

require updating to take account of the requirements of the PSIAS. A 
report on this, together with any other changes identified from 
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implementing the new Standards, will be presented to the September 
2013 meeting of this Committee. 

 

3. Future Work and Conclusions 

3.1 The new Standards introduce a requirement for an external assessment 
against compliance with the Standards which is to be carried out once 
every five years. This will incur an additional cost, however, the possibility 
of carrying out one review for the Internal Audit Shared Service will be 
examined in order to mitigate against this additional charge. 

3.2 As stated in paragraph 2.1 above, the PSIAS became effective from the 1st 
April 2013, and the CIPFA Local Government Application Note was issued 
towards the end of April 2013. Although there would not appear to be 
many significant changes between the PSIAS and the previous CIPFA 
Code, a detailed review of the new Standards is being undertaken to 
identify all changes. 
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25 June 2013 
1. KPMG - Audit Fee Letter 2013/14 
2. Treasury Management Activity Qtr 4 2012/13 
3. Internal Audit Plan Monitoring Report Qtr 4 2012/13 
4. Internal Audit Annual Report 2012/13 
5. Review of Effectiveness of Internal Audit 2012/13 
6. The Annual Governance Statement 2012/13 
7. Risk Management Policy 
8. Public Sector Internal Audit Standards 

 

26 September 2013 
1. KPMG - Report to those charged with Governance – ISA 260 
2. Statement of Accounts 2012/13 
3. Treasury Management Activity and Actual Prudential Indicators 2012/13 
4. Treasury Management Activity, 2013/14 Qtr 1 review 
5. Internal Audit Plan Monitoring Report 2013/14 
6. Internal Audit Charter/Strategy 
7. Annual Report on Fraud Activity 2012/13 

 
5 November 2013 

1. KPMG – Annual Audit Letter 2012/13 
2. Canal Project – Actions Plan of Lessons Learnt review 
3. Scrutiny Review of Excelsis Performance Management System 
4. Treasury Management Activity 2013/14 Half Year Review 
5. Review of Effectiveness of the Audit Committee 
6. Risk Management Strategy Update 
7. Review of Code of Conduct 

 
28 January 2014 

1. KPMG - Annual Summary of Certification of Grant Claims & Returns 
2012/13 

2. Internal Audit Plan Monitoring Report 2013/14 
3. Treasury Management Activity, 13/14 Q3 review 
4. Treasury Management Strategy Statement, Annual Investments Strategy 

and MRP Strategy 2014/15 
5. Review of the Functioning of the Standards Panel 

 
25 March 2014 

1. KPMG - Financial Statements 2013/14 Audit Plan 
2. Annual Internal Audit Plan 2014/15 
3. Internal Audit Plan Monitoring Report 2013/14 
4. Annual Review of Risk Management Strategy 
5. Annual Report on Fraud Activity 
6. Review of the Effectiveness of the Audit Committee 
7. Business Plan 2014/15 
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