
 

 

   
 
 
 

 
 
 
 
 
 
 

MEETING OF THE AUDIT AND RISK COMMITTEE 
 
DATE: WEDNESDAY, 30 JULY 2014  
TIME: 5:30 pm 
PLACE: THE OAK ROOM, GROUND FLOOR, TOWN HALL, TOWN 

HALL SQUARE, LEICESTER. 
 
 
Members of the Committee 
 
Councillor Westley (Chair) 
Councillor Dr. Moore (Vice-Chair) 
 
Councillors Alfonso, Dr Chowdhury, Desai, Grant and Naylor 
 
 
 
 
 
Members of the Committee are summoned to attend the above meeting 
to consider the items of business listed overleaf. 
 

 
 
for Monitoring Officer 
 
 

Officer contact: Angie Smith 
Democratic Support, Democratic Services 

Leicester City Council,  
City Hall, 115 Charles Street, Leicester, LE1 1FZ 

Tel. 0116 454 6354 
Email. Angie.Smith@Leicester.gov.uk  

 



 

 

Information for members of the public 
 

Attending meetings and access to information 
 
You have the right to attend formal meetings such as full Council, committee meetings, City 
Mayor & Executive Public Briefing and Scrutiny Commissions and see copies of agendas and 
minutes. On occasion however, meetings may, for reasons set out in law, need to consider 
some items in private.  
 
Dates of meetings and copies of public agendas and minutes are available on the Council’s 
website at www.cabinet.leicester.gov.uk, from the Council’s Customer Service Centre or by 
contacting us using the details below.  
 

Making meetings accessible to all 
 
Wheelchair access – Public meeting rooms at the Town Hall are accessible to wheelchair 
users.  Wheelchair access to the Town Hall is from Horsefair Street (Press the buzzer on the 
left hand side of the door to be let in to the building, then take the lift to the ground floor and 
go straight ahead to the main reception). 
 
Braille/audio tape/translation - If you require this please contact the Democratic Support 
Officer (production times will depend upon equipment/ facility availability). 
 
Induction loops - There are induction loop facilities in Town Hall meeting rooms.  Please 
speak to reception staff at the Town Hall or the Democratic Support Officer at the meeting if 
you wish to use this facility or contact us using the details below. 
 

Filming and social media 
The Council is committed to transparency and supports efforts to record and share reports of 
proceedings of public meetings through a variety of means, including social media.  
 
Please feel free to use social media during this meeting. 

 
If you wish to film proceedings at a meeting please let us know as far in advance as you can 
so that it can be considered by the Chair of the meeting who has the responsibility to ensure 
that the key principles set out below are adhered to at the meeting.  
 
Key Principles.  In recording or reporting on proceedings you are asked: 

� to respect the right of others to view and hear debates without interruption; 
� to ensure that the sound on any device is fully muted; 
� where filming, to only focus on those people actively participating in the meeting; 
� where filming, to (via the Chair of the meeting) ensure that those present are aware 

that they may be filmed and respect any requests to not be filmed. 
 

Further information  
If you have any queries about any of the above or the business to be discussed, please 
contact Angie Smith, Democratic Support on (0116) 454 6354 or email 
Angie.Smith@Leicester.gov.uk or call in at City Hall, 115 Charles Street. 
 
For Press Enquiries - please phone the Communications Unit on 0116 454 4151 

 



 

PUBLIC SESSION 
 

AGENDA 
 

 
1. APOLOGIES FOR ABSENCE  
 

 

2. DECLARATIONS OF INTEREST  
 

 

 Members are asked to declare any interests they may have in the business to 
be discussed.  
 

3. MINUTES OF THE PREVIOUS MEETING  
 

Appendix A 

 The Minutes of the previous meeting of the Audit and Risk Committee held on 
25th June 2014 are attached, and Members will be asked to confirm them as a 
correct record.  
 

4. EXTERNAL AUDIT PROGRESS REPORT AND 
TECHNICAL UPDATE  

 

Appendix B 

 The External Auditor submits a report to the Audit and Risk Committee with an 
overview of progress in delivering their responsibilities as external auditors. 
The report also highlights the main technical issues which are currently having 
an impact in local government. 
 
The Committee is asked to receive the report.  
 

5. DRAFT STATUTORY STATEMENT OF ACCOUNTS 
FOR THE FINANCIAL YEAR 2013-14  

 

Appendix C 

 The Director of Finance presents the Draft Statement of Accounts for the year 
ended 31st March 2014. The Audit and Risk Committee is recommended to 
note the draft accounts for the year ended 31st March 2014 as submitted for 
audit. 
  
 

6. REVIEW OF THE EFFECTIVENESS OF THE SYSTEM 
OF INTERNAL AUDIT IN 2013-14  

 

Appendix D 

 The Director of Finance submits a report that presents the findings of the 
annual review of the effectiveness of the Council’s system of internal audit for 
2013-14. 
 
The Committee is recommended to accept the findings of the review, and 
conclude that the Council has an effective system of internal audit upon which 
it (the Council) can place reliance. 
  
 



 

7. INTERNAL AUDIT - 2ND QUARTER OPERATIONAL 
PLAN 2014-15  

 

Appendix E 

 The Director of Finance presents to Committee the detailed operational audit 
plan for the second quarter of the financial year 2014-15. 
 
The Audit and Risk Committee is asked to note the Internal Audit operational 
plan for the second quarter of 2014-15.  
 

8. ANNUAL REVIEW OF INTERNAL AUDIT CHARTER  
 

Appendix F 

 The Director of Finance submits a report to seek the Committee’s approval of 
amendments to the Internal Audit Charter 
 
The Committee is recommended to approve the revised Internal Audit Charter 
and agree that it accurately reflects the terms of reference of the Internal Audit 
service.  
 

9. PRIVATE SESSION  
 

 

 AGENDA 

 

MEMBERS OF THE PUBLIC TO NOTE 

 

Under the law, the Committee is entitled to consider certain 
items in private where in the circumstances the public interest 
in maintaining the matter exempt from publication outweighs 
the public interest in disclosing the information.  Members of 
the public will be asked to leave the meeting when such items 
are discussed. 

 

The Committee is recommended to consider the following report in private on 
the grounds that it will contain ‘exempt’ information as defined by the Local 
Government (Access to Information) Act 1985, as amended, and consequently 
makes the following resolution:- 

 

“that the press and public be excluded during consideration of the following 
report in accordance with the provisions of Section 100A(4) of the Local 
Government Act 1972, as amended, because it involves the likely disclosure of 
'exempt' information, as defined in the Paragraph detailed below of Part 1 of 
Schedule 12A of the Act, and taking all the circumstances into account, it is 
considered that the public interest in maintaining the information as exempt 
outweighs the public interest in disclosing the information.” 

 
Paragraph 3 
Information relating to the financial or business affairs of any particular person 



 

(including the authority holding that information) 
 
OUTCOMES OF INTERNAL AUDIT WORK IN 2013-14 QUARTER 4 
(JANUARY 2014 – MARCH 2014)    Appendix B1  
 

10. OUTCOMES OF INTERNAL AUDIT WORK IN 2013-14 
QUARTER 4 (JANUARY 2014 - MARCH 2014)  

 

Appendix B1 

 The Director of Finance to present a report.  
 

11. ANY OTHER URGENT BUSINESS  
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External audit progress report and technical update – July 2014

This report provides the 

audit committee with an 

overview on progress in 

delivering our 

responsibilities as your 

external auditors.

The report also highlights 

the main technical issues 

which are currently having 

an impact in local 

government. 

If you require any additional 

information regarding the 

issues included within this 

report, please contact a 

member of the audit team.

We have flagged the articles 

that we believe will have an 

impact at the Authority and 

given our perspective on the 

issue:

High impact

Medium impact

Low impact

For info

PROGRESS REPORT

Progress Report 3

KPMG RESOURCES

KPMG/Shelter report: Fix the housing shortage or see house prices quadruple in 20 years 5

TECHNICAL UPDATE

Department of Health publishes directions and an 

explanatory note for the 2014 transfer of funds 

from the NHS to local authorities
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External audit progress report – July 2014

This document provides the 

audit committee with a high 

level overview on progress 

in delivering our 

responsibilities as your 

external auditors.

At the end of each stage of 

the audit we issue certain 

deliverables, including 

reports and opinions. A 

summary of progress 

against these deliverable is 

provided in Appendix 1 of 

this report

Area of responsibility Commentary

Financial statements The planning process for the 2013/14 audit is complete and we presented our detailed Audit Plan to the March 

meeting of this Committee. The Committee should note the risks identified in the Plan and the work we intend to 

undertake to address these risks.

Since the March 2014 Audit Committee meeting we have:

undertaken our interim audit in advance of the final accounts audit. As part of this work we: 

assess the effectiveness of your financial controls and undertake ‘walk-throughs’ of the key financial controls 
and perform sample testing;

review and consider internal audit work completed to date; and 

review the appropriateness of your arrangements for the prevention and detection of fraud and corruption in 
accordance with ISA240 (the responsibility to consider fraud), including discussing this with the Local 
Counter Fraud Specialist and internal audit.

We have substantially completed our work in these areas. 

the key areas to bring to the Committee’s attention are: 

During the year there has been no formal evidence of review of the monthly bank reconciliation. This is a key 
control to help ensure the accuracy and completeness of the Council’s accounting records.

The Principal Accountant does review these reconciliations, but informally. The lack of audit evidence is 
because the bank reconciliation is prepared in real time and evidence needs to be retained at the moment of 
preparation - in some cases it is not. 

We raised this issue with officers in March, as soon as we became aware. For the March 2014 year end 
bank reconciliation, and for all subsequent bank reconciliations, the Principal Accountant will evidence his 
review and ensure that all documentation to support the reconciliation is retained.

We plan to commence our audit of the accounts on 11 August 2014. We plan to issue our ISA 260 report ahead of 
the Audit Committee on 29 September 2014, and our opinion by the deadline of 30 September 2014.

There are no matters that we need to bring to the attention of members at this time.
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External audit progress report – July 2014

This document provides the 

audit committee with a high 

level overview on progress 

in delivering our 

responsibilities as your 

external auditors.

At the end of each stage of 

the audit we issue certain 

deliverables, including 

reports and opinions. A 

summary of progress 

against these deliverable is 

provided in Appendix 1 of 

this report

Area of responsibility Commentary

Value for Money We have completed our initial risk assessment and have not identified any risks to our VFM conclusion at this stage. 

We will update our assessment at year end.

We will conclude on the results of the VFM audit through our ISA 260 Report.

Certification of claims 
and returns

We have started testing of the housing subsidy return for 2013/14. We have selected samples for your staff to 
complete testing of individual cases; we are reviewing cases to identify if any further testing is required.

There are no matters that we wish to bring to members’ attention at this stage. The deadline for reporting to DWP is 
30 November.
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KPMG resources

Area Comments

KPMG/Shelter 
report: Fix the 
housing shortage 
or see house prices 
quadruple in 20 
years

Without a radical programme of house building average house prices in England could double in just ten years to £446,000, according to 
new research. In twenty years they could quadruple, with the average house price estimated to rise to over £900,000 by 2034 if current 
trends continue.

The research from KPMG and Shelter also reveals that, more than half of all 20-34 year olds could be living with their parents by 2040, as 
soaring housing costs caused by the shortage of affordable homes leave more and more people priced out of a home of their own.

The warning comes as KPMG and Shelter launch a landmark new report, outlining how the 2015 government can turn the tide on the
nation’s housing shortage within a single parliament.

With recent government figures showing that homeownership in England has been falling for over a decade, the consequences of our
housing shortage are already being felt.

The report sets out a blueprint for the essential reforms that will increase the supply of affordable homes and stabilise England’s 
rollercoaster housing market.

It calls on politicians to commit to an integrated range of key measures, including:

Giving planning authorities the power to create ‘New Homes Zones’ that would drive forward the development of new homes. Combined

with infrastructure, this would be led by local authorities, the private sector and local communities, and self-financed by sharing in the 

rising value of the land.

Unlocking stalled sites to speed up development and stop land being left dormant, by charging council tax on the homes that should 

have been built after a reasonable period for construction has passed.

Introducing a new National Housing Investment Bank to provide low cost, long term loans for housing providers, as part of a programme 

of innovative ways to finance affordable house building.

Helping small builders to get back into the house building market by using government guarantees to improve access to finance.

Fully integrating new homes with local infrastructure and putting housing at the very centre of City Deals, to make sure towns and cities 

have the power to build the homes their communities need.

To read the report, visit  

https://portal.ema.kworld.kpmg.com/uk/Documents/NewsroomDocs/2014/KPMG%20Shelter%20report%20FINAL.pdf.

For more information, please contact a member of the audit team.
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Technical update

Area Level 

of 

Impact

Comments KPMG 

perspective

Department of 
Health 
publishes 
directions and 
an explanatory 
note for the 
2014 transfer of 
funds from the 
NHS to local 
authorities

High

On 4 April, the Department of Health (DH) issued the National Health Service Commissioning Board (Payments to 
Local Authorities) Directions 2014. The 2014 directions, which apply in respect of NHS England's (NHSE’s) 
payment of £1.1 billion to local authorities in respect of their social care functions for the financial year 2014/15, 
came into force on 1 April.

Each local authority and NHS England should enter into an agreement in relation to the payments to be made and 
the conditions that apply. The 2014 Directions, and the updated National Health Service (Conditions relating to 
Payments by NHS Bodies to Local Authorities) Directions 2013, impose certain conditions that must be met in 
relation to each payment. These include conditions that:

the funding must be used to support adult social care services which also have a health benefit;

the local authority and its local clinical commissioning groups (CCGs) agree how the funding is best used within 

social care and the outcomes that are expected from the investment;

local authorities and CCGs have regard to the Joint Strategic Needs Assessment for their local population and 

existing commissioning plans for both health and social care in deciding how the funding is to be used; and

local authorities must be able to demonstrate how the funding transfer will improve social care services and 

outcomes for their users.

NHSE must not place any other conditions on the funding transfers without the written agreement of the DH and 
must ensure that it has access to timely information on how the funding is being used locally.

The committee 
may wish to seek 
assurances that 
the Authority has 
complied with 
the DH 
Directions
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Technical update

Area Level of 

Impact

Comments KPMG 

perspective

Housing 
Revenue 
Account 
Borrowing 
Programme

High

On 7 April the government launched the Housing Revenue Account Borrowing Programme which makes £300 
million of borrowing available to provide 10,000 new affordable homes in 2015/16 and 2016/17. This funding will 
form part of the Local Growth Fund, available to local authorities who have a proposal agreed by their Local 
Enterprise Partnership.

The government also published a revised set of General Consents under Section 25 of the Local Government Act 
1988 which allows councils to dispose of vacant housing land to private registered providers and non-registered 
providers at less than market value.

For more information visit https://www.gov.uk/government/news/extra-borrowing-powers-for-councils-to-build-
10000-affordable-homes

&

https://www.gov.uk/government/publications/general-consents-for-privately-let-housing

The committee 
may wish to seek 
further 
information as to 
how this affects 
the Authority

Audit 
Commission 
calls for 
improved 
quality and 
accuracy in 
grant and 
subsidy claims 
and returns

Medium

78 per cent of councils’ claims to the grant-paying body for housing benefit subsidies for 2012/13 were challenged 

by the Audit Commission’s appointed auditors. Auditors issued a qualification letter in 35 per cent (360) of the 1,023 

claims and returns made by councils for 2012/13 in respect of seven schemes for grants or subsidies. 255 of the 

360 (71 per cent) qualifications related to claims for housing and council tax benefit subsidy. In total, these seven 

schemes transfer £50.5 billion of public money from central to local government.

The full findings in Local Government Claims and Returns: Auditor’s Certification Work for 2012/13, also provide an 

overview of how local authority handling of claims and subsidies has changed since the Commission first produced 

a national report for the 2008/09 financial year. For example, between 2009 and 2013, auditors made amendments 

to about one quarter of teachers’ pensions returns. 55 teachers’ pensions returns (36 per cent) for 2012/13 were 

qualified, double that for 2011/12.

To view the full report, visit http://www.audit-commission.gov.uk/audit-regime/certifying-claims-and-returns/

We will report 

the findings of 

our 2013/14 

certification work 

in February 2015
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Technical update

Area Level of 

Impact

Comments KPMG perspective

2014/15 work 
programme 
and scales of 
fees for the 
National Fraud 
Initiative

Low

On Monday 30 June 2014 the Audit Commission published the final 2014/15 work programme and scale 
of fees for National Fraud Initiative (NFI).

The Commission has considered the small number of consultation responses received. Respondents 
generally supported the Commission’s decision to recognise the financial pressures that public bodies are 
facing in the current economic climate by keeping the scale of fees the same as for NFI 2012/13. They 
also raised some specific points, on which the Commission will respond directly to the organisations 
concerned. A summary of the consultation responses can be viewed at http://www.audit-
commission.gov.uk/wp-content/uploads/2014/06/NFI-2014-15-Work-programme-and-scale-of-fees-
Consultation-Feedback.pdf.

The final work programme and scale of fees documents for the NFI 2014/15 exercise are available on the 
Commission’s website http://www.audit-commission.gov.uk/national-fraud-initiative/public-sector/fees/. 

Data request

The NFI Team sent the formal NFI 2014/15 data request to all mandatory participant directors of finance 
on Monday 30 June. Directors of finance of existing voluntary participants also received an invitation to 
participate. The emails included links to the NFI online instructions which give details of NFI data 
requirements and also announce the launch of our 2014/15 web application.

Participants are required to submit the required data sets, through the secure NFI web application, on 
Monday 6 October 2014. The Commission expect to release the data matches on Thursday 29 January 
2015.

The committee may 
wish to consider 
whether the Authority 
has responded to the 
data request.

NFI – June 
2014 National 
Report 
Published

For 

information

On Thursday 12 June 2014 the Audit Commission published its report on the NFI, the Commission’s data 
matching exercise to help prevent and detect fraud. Since the last report in May 2012 the NFI has 
identified £203 million of fraud, overpayment and error in England. A further £26 million was identified by 
the NFI in Scotland, Wales and Northern Ireland bringing total outcomes since the last report to £229 
million.

Since its launch in 1996, the NFI has enabled the public and private sector participants across the UK to 
detect fraud, overpayment and error totalling £1.17 billion.

To read the report, visit http://www.audit-commission.gov.uk/2014/06/the-national-fraud-initiative-finds-
229-million-of-fraud-overpayment-and-error/
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Technical update

Area Level of 

Impact

Comments

Audit 
Commission 
14/15 Scale Fees 
confirmed

For 

information

The 2014/15 work programme and scales of fees are now available, alongside the lists of fees for individual bodies. A summary
of the responses to the Audit Commission consultation on the work programme and fees is also available.

For more information visit http://www.audit-commission.gov.uk/audit-regime/1415WPSF

Update to VFM 
profiles

For 

information

The VFM profiles tool is updated regularly. The latest update, due on Friday 11 July 2014, includes a redesigned children and
young people section based on the latest section 251 outturn data for 2012/13. This data includes the time series back to 2009/10
wherever possible, and the change brings the children and young people’s section in line with the rest of the profiles where 
outturn data is used. The VFM profiles previously used section 251 planned budget data.

This section is now organised into the follow areas of expenditure:

LA education services

Schools and services

Sure start & early years

Looked after children

Safeguarding

Youth justice

Young people

Other children & family services

Asylum seekers

Each section contains financial indicators from the section 251 outturn data collection and relevant performance or contextual
indicators.
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Technical update

Area Level of 

Impact

Comments

Update to VFM 
profiles (cont.)

For 

information

On 5 June, the Audit Commission published the latest in its series of VFM briefings, Managing council property assets: Using 
data from the VFM Profiles

The briefing draws on Capital Outturn Return (COR) data in the Profiles to show trends since 2004/05 in: the net book value 
(NBV) of the operational and investment estates; levels of capital investment; and sources of finance for capital investment. It
deals with how to release more value from the estate overall, and in particular, it addresses the need for councils to consider how 
they can best use or dispose of surplus assets, which had a NBV of £2.5 billion in 2012/13.

As part of this update the following updated data has been added to the Profiles:

Sustainable economy section, planning – processing of planning applications – quarter 3 2012/13.

Financial resilience, revenue collection services – CIPFA Revenue Collection Statistics – for 2012/13.

Environmental services – ENV18 – Local authority collected waste: annual results tables, final annual results for local authority

collected waste and management figures for England. The Department for Environment, Food and Rural Affairs revised this 

data in May 2014. The data in the VFM profiles has been updated to reflect these changes; our analysis of the changes were 

minimal and only affected one council, Warrington Borough Council, for the total local authority collected waste and household

– waste not sent for recycling.

Benefits caseload – the latest available monthly data has been added, bringing the latest data to February 2014.

For further information visit:  http://www.audit-commission.gov.uk/2014/06/can-local-governments-2-5-billion-surplus-assets-be-

put-to-better-use/
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Technical update

Area Level of 

Impact

Comments

Value for money 
data briefing on 
waste collection For 

information

The Audit Commission has published Local authority waste management, the latest in a series of value for money (VFM) data 
briefings analysing data in the VFM profiles tool. The briefing examines spending and performance on household waste 
management.

In 2012/13 the average spending on household waste management varied between local authorities with similar responsibilities.
For example most authorities that both collect and dispose of waste (58 per cent) spent between £125 and £175 per household in
2012/13 but thirteen per cent spent more than £200 per household.

In 2012/13, the amount of waste recycled varied from 12 per cent up to 67 per cent, with 40 authorities recycling less than 30 per 
cent of their household waste. And while landfill has reduced everywhere some regions are still more reliant than others.

The variation in performance and spending suggests there may be opportunities to reduce expenditure. If councils were able to
reduce their spending to the average for their authority type and waste responsibilities potentially up to £464 million could be
saved overall. Any savings could be used to support more sustainable forms of waste management or be reinvested in other 
services.

Previous briefings on councils’ expenditure on benefits administration, council tax collection, social care for older people, income 
from charging and business rates are also available on the Commission’s website.

For more information visit http://www.audit-commission.gov.uk/information-and-analysis/value-for-money-briefings-2/

Financial ratios 
tool

For 

information

On 4 April, the Audit Commission published its updated financial ratios analysis tool.

The ratios tool has been updated to include:

data for the 2012/13 financial year; and

the restatement of the 2011/12 data where relevant.

The ratio tool continues to include data from 2007/08 for district, unitary and county councils, data from 2008/09 for Greater
London Authority bodies and data from 2009/10 for standalone fire authorities.

Information is included for police and crime commissioners for 2011/12 and 2012/13 reflecting the data available for these new
bodies.
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Technical update

Area Level of 

Impact

Comments

The NAO’s role in 
local audit

For 

information

The National Audit Office (NAO) is taking on new responsibilities in the new framework for the audit of local bodies. The NAO has

produced a leaflet which provides information on its new role, examples of its recent value for money work focused on local 

services, and contact details for you to provide views and suggestions or to ask questions about its work.

For more information, visit http://www.nao.org.uk/report/the-naos-role-in-local-audit/

Local government 
funding: 
Assurance to 
Parliament (NAO 
report)

For 

information

A recent NAO report examines how the Department for Communities and Local Government (DCLG) has implemented and 
oversees the assurance framework that enables departments to assure Parliament on funding for local authorities following the
changes in the 2010 Spending Review to give local authorities more control over their funding. The report finds that under current 
arrangements DCLG’s monitoring information gives limited insight into whether value for money is being achieved in practice. It
also suggests that departments should assess whether continuing to fund local authorities through unringfenced targeted grants 
is appropriate in the context of a locally-defined approach to achieving value for money.

To view the report, visit http://www.nao.org.uk/report/local-government-funding-assurance-to-parliament/

Maintaining 
strategic 
infrastructure: 
roads (NAO 
report)

For 

information

The NAO has published a report on Maintaining strategic infrastructure: roads. This report highlights how the lack of predictability 
of funding for highways authorities has practical implications for the roads network and may lead to increased costs in the long
term.

Although the report focuses primarily on central government responsibilities it may be of interest to you for your highways 
management responsibilities.

To read the report, visit http://www.nao.org.uk/report/maintaining-strategic-infrastructure-roads/
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Technical update

Area Level of 

Impact

Comments

Tenfold difference 
in outsource 
spending 
revealed (Local 
Government 
Chronicle article)

For 

information

“Exclusive analysis has revealed a tenfold difference in the amount councils spend per head of population on outsourced 

services.

Figures from a database of councils’ published receipts for 2012-13 show a huge gulf in the amount spent by top-tier councils with 

organisations in the private, public and voluntary sectors.

Wigan MBC spent just £116 with outside providers per head of population, compared with over £1,000 at several London 

boroughs and £1,450 at Southend BC.

The data, compiled by research firm Porge and analysed by Local Government Chronicle, presents for the first time a broad 

picture of the total trade top-tier councils carried out with other organisations, based on all published receipts for expenditure over 

£500.

It shows councils spent £30.5bn with outside providers in 2012-13.

Alongside classic outsourcing expenditure, such as waste contracts, this includes capital schemes such as housebuilding and

payments to financial institutions.”

To view the full article, visit http://www.lgcplus.com/5071076.article

Rural Services 
Delivery funding 
announcement For 

information

The Department for Communities and Local Government (DCLG) has confirmed that a settlement of £11.5 million will be made 
available to rural local authorities in 2014/15 to support them in transforming services and promoting efficiencies. This funding
comprises £9.5 million of Rural Delivery Services funding, and £2 million additional funding targeted at the most rural councils.

For more information, visit https://www.gov.uk/government/publications/rural-grant-allocations-for-2014-to-2015
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Appendix 1 – 2013/14 Audit deliverables

At the end of each stage of our audit we issue certain deliverables, including reports and opinions.

Our key deliverables will be delivered to a high standard and on time.

We discuss and agree each report with the Council’s officers prior to publication.

Deliverable Purpose Timing Status

Planning

Fee letter Communicate indicative fee for the audit year April 2013 Complete

External audit plan Outline our audit strategy and planned approach

Identify areas of audit focus and planned procedures

February 
2014

Complete

Substantive procedures

Report to those 
charged with 
governance 
(ISA+260 report)

Details the resolution of key audit issues.

Communication of adjusted and unadjusted audit differences.

Performance improvement recommendations identified during our audit.

Commentary on the Council’s value for money arrangements.

September 
2014

In progress

Completion

Auditor’s report Providing an opinion on your accounts (including the Annual Governance Statement).

Concluding on the arrangements in place for securing economy, efficiency and effectiveness in your use of 

resources (the VFM conclusion).

September 
2014

TBC

WGA Concluding on the Whole of Government Accounts consolidation pack in accordance with guidance issued 

by the National Audit Office.

October 2014 TBC

Annual audit letter Summarise the outcomes and the key issues arising from our audit work for the year. November 
2014

TBC

Certification of claims and returns

Certification of 
claims and returns 
report

Summarise the outcomes of certification work on your claims and returns for Government departments. February 
2015

TBC
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 WARDS AFFECTED:    

 ALL WARDS (CORPORATE ISSUE) 

 

 

 

 

AUDIT & RISK COMMITTEE                     18
th

 July 2014 

 

 

STATUTORY STATEMENT OF ACCOUNTS 2013/14 

 

 

 

REPORT OF THE DIRECTOR OF FINANCE 

 

 

1. INTRODUCTION 

 
1.1 The Accounts and Audit (England) Regulations 2011 require that the Council 

prepare its draft Statement of Accounts by the 30
th

 June following the end of 
the financial year, and that these are certified by the s151 officer (Director of 
Finance). 

 
1.2 The committee will be invited to approve the issue of the audited final 

Statement of Accounts for the 2013/14 year on or before the 29
th

 September 
2014. Meanwhile, the unaudited accounts are attached to this report and are 
being brought to the Committee for information. 

 
 

2. RECOMMENDATIONS 

 
2.1 The Audit & Risk Committee is recommended to note the draft accounts for the 

year ended 31
st
 March 2014 as submitted for audit. 

       
 

3. SUMMARY 
 
3.1 The statutory accounts are prepared in accordance with the Code of Practice 

on Local Authority Accounting in the UK.  Separate management accounts are 
presented to the Executive and to the Overview Select Committee, which set 
out the revenue and capital outturn for the authority. The financial position of 
the authority is presented in a different way in the statement of accounts. The 
outturn reports focus on the in-year financial performance in a format consistent 
with the Council’s budgets, while the statement of accounts shows the in-year 
performance in a standard format adopted by all local authorities, including a 
balance sheet showing the underlying financial position. Despite the wide 
variations in the way the position is presented, the key point is that both the 
outturn reports and the accounts are consistent. 

 
 
 

 

Appendix C
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 3.2 There have been no substantial changes in the accounting standards or the 
Council’s accounting policies during the 2013/14 financial year, although it 
should be noted there were some changes to the requirements for accounting 
for defined benefit pension schemes which required restating some 
comparative 2012/13 figures. 

 
3.3 The core financial statements are: 
 

· Movement in reserves statement  
 

This shows the movement in the year on the different reserves held by 
the authority. This statement distinguishes between “usable reserves” 
which can be used to fund expenditure or reduce local taxation and 
“unusable reserves” which are effectively accounting entries and not 
actual cash. 
 

· Comprehensive income and expenditure statement 
 

This shows the Council’s actual performance for the year in accordance 
with the Code of Practice. This means that the accounts are prepared on 
a different basis than that used to set the Council’s budget and raise 
Council Tax. There are a number of statutory adjustments that are made 
to the surplus or deficit shown on this statement to arrive at the balance 
on the General Fund. The level of uncommitted general balances at 31

st
 

March 2014 was £24.6m, as set out in the 2013/14 revenue outturn 
report. 
 

· Balance sheet 
 
The Balance Sheet shows the net worth of the Council in terms of its 
assets and liabilities. It shows the net value of the organisation including 
the balances and reserves, its long term indebtedness, together with 
fixed and net current assets employed in its operations. The 2013/14 
Balance Sheet shows the Council has net assets of £1.2bn 
 

· Cash flow statement 
 

 This statement summarises the movements in cash holdings during the 
year in common with the presentation required for commercial 
companies, although the statement is of less significance in the Local 
Authority context. 

  
3.4 The accounts have now been formally submitted for audit to KPMG LLP, our 

appointed external auditors. The results of the audit and the statements, 
amended in agreement with our auditors if necessary, will be brought back to 
the Committee for approval on or before 29

th
 September 2014. At this meeting 

the Committee will be able to consider the findings of the audit and the 
management responses to those findings. 

 
 
 



 

3 

 

 4. FINANCIAL IMPLICATIONS 

 
4.1 The report is exclusively concerned with financial issues. 
 

 

5. LEGAL IMPLICATIONS 

 
5.1 The timetable and the arrangements for the reporting of the Council’s 

statement of accounts are governed by statute. These statutory requirements 
have been complied with.  

 
 

6. OTHER IMPLICATIONS 

 
OTHER IMPLICATIONS YES/NO PARAGRAPH 

REFERRED 

Equal Opportunities No  

Policy No  

Sustainable and Environmental No  

Crime and Disorder No  

Human Rights / People on low incomes No  

Corporate Parenting No  

Health Inequalities Impact No  

 

 

7. BACKGROUND PAPERS 
 

Draft revenue and capital outturn reports. 
Closure of Accounts working papers – held in the Accountancy Section 
 

8. CONSULTATIONS 
 

All departments are consulted during the Authority’s close down period. 
 

9. AUTHOR 

  
 Simon Walton 
 Senior Accountant  
 37 4053 

 

 Alison Greenhill 

 Director of Finance 
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FOREWORD

1. Introduction 

 

The statement of accounts presents the City Council’s financial performance for 

the year 2013/14.  The accounts have been prepared on a going concern basis, 

and in compliance with the Code of Practice on Local Authority Accounting in the 

UK published by the Chartered Institute of Public Finance and Accountancy. 

 

2. Core Statements

 

In accordance with the Code of Practice, there are four core financial statements: 

 

The Movement in Reserves Statement shows the movement in the year on the 

different reserves held by the Council, analysed into ‘usable reserves’ (i.e. those 

that can be applied to fund expenditure or reduce local taxation) and other 

reserves. The Surplus or (Deficit) on the Provision of Services shows the true 

economic cost of providing the authority’s services, more details of which are 

shown in the Comprehensive Income and Expenditure Statement. These are 

different from the statutory amounts required to be charged to the General Fund 

balance (for council tax-setting purposes) and the Housing Revenue Account (for 

rent-setting purposes). The net increase/decrease before transfers to earmarked 

reserves shows the statutory General Fund balance and Housing Revenue 

Account balance before any discretionary transfers to or from earmarked reserves 

undertaken by the Council.  

 

The Comprehensive Income and Expenditure Account shows the Council’s 

actual financial performance for the year, measured in terms of the resources 

consumed and generated over the financial period under the relevant accounting 

standards.  This account shows a deficit in 2013/14 of £12.6m. This includes 

various transactions which illustrate aspects of the Council’s financial position but 

do not impact on the ‘bottom line’ amounts chargeable to taxpayers – such items 

include gains/losses on the revaluation or disposal of assets (including losses on 

assets transferred to academy schools for nil consideration), and changes to 

actuarial estimates of the authority’s pension liabilities (see section 6 below). 

 

The Council is required by law to set its budget and raise council tax on a different 

accounting basis from that used in the Comprehensive Income & Expenditure 

Statement.  There are a number of statutory adjustments made in order to 

determine the movement on the General Fund balance, which is a key figure for 

Council Tax purposes. These are made in the Movement on Reserves Statement 

described above. Following these adjustments the final movement on the Council’s 

General Fund balance is a small increase of £1.78m. 
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Balance Sheet

Cash Flow Statement

3. Supplementary statements 

Housing Revenue Account (HRA)

Collection Fund

2



4. Summary of the year 
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5. Reserves  

6. Pensions 
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date.  The size of the deficit has increased, principally due to the impact of 

changes in assumptions around future liabilities being greater than the impact of 

returns on investment.  The deficit has no immediate impact on the revenue 

budget, but will be a factor in calculating employers’ contributions from 2014/15.  

Local government pension schemes are changing in 2014/15 and future pension 

entitlement will be calculated on a career average rather than a final salary basis.  

Full accounts of the Leicestershire scheme can be found at 

http://www.leics.gov.uk/pensions.htm  

 

Technical changes to the accounting for pensions under the IAS19 standard have 

come into force this year, requiring the Council to restate the 2012/13 comparative 

figures on the same basis. This restatement has no impact on the overall Balance 

Sheet or General Fund position. 

 

7. Future issues 

 

2014/15 and later years will see the continuation of substantial Government grant 

cuts.  Following the introduction of the Business Rates Retention Scheme, all cuts 

made to mainstream funding are now given effect by reducing Revenue Support 

Grant.  Grant figures have been announced as far ahead as 2015/16, and 

Revenue Support Grant will fall from £133m in 2013/14 to £77m in 2015/16. 

 

The system of local government funding has, with the introduction of business 

rates retention, seen a significant shift away from needs based funding.  This shift 

did not take place in 2013/14 (funding was still based on an assessment of need), 

but from 2014/15 each authority’s Revenue Support Grant will be cut proportionally 

in order to meet predetermined national funding allocations.  Such proportional 

cuts mean that the budgets of authorities serving the least affluent areas of the 

country will be disproportionately affected. 

 

The Government’s fiscal strategy would see reductions in public spending until at 

least 2018/19, but the impact of these further reductions on local government is not 

yet known. 

 

The Council is unlikely to need to borrow money in the medium term, and will 

actively seek opportunities to use investment balances to reduce holdings of debt. 

 

8. Accounting policies and other significant changes 

The Code of Practice on Local Authority Accounting is published annually by 

CIPFA and sets out the proper accounting practice required for the Statement of 

Accounts. There have been no significant changes to accounting policies during 

2013/14. 
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INDEPENDENT AUDITOR’S REPORT TO THE MEMBERS OF 

LEICESTER CITY COUNCIL 
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MOVEMENT IN RESERVES STATEMENT 

This statement shows the movement in the year on the different reserves held by the 
Council, analysed into ‘usable reserves’ (i.e. those that can be applied to fund 
expenditure or reduce local taxation) and other reserves. The Surplus or (Deficit) on 
the Provision of Services line shows the true economic cost of providing the Council’s 
services, more details of which are shown in the Comprehensive Income and 
Expenditure Statement. These are different from the statutory amounts required to be 
charged to the General Fund Balance and the Housing Revenue Account for Council 
tax setting and dwellings rent setting purposes. The Net Increase /Decrease before 
Transfers to Earmarked Reserves line shows the statutory General Fund Balance 
and Housing Revenue Account Balance before any discretionary transfers to or from 
earmarked reserves undertaken by the Council. 
 
A detailed breakdown of movements is provided in Note 7 and Note 8 of the 
Explanatory Notes to the Core Financial Statements.  Movements in Unusable 
Reserves are detailed in Note 24. 

 

General

Fund

Balance

Ear-

marked

Reserves

Housing

Revenue

Account

Major

Repairs

Reserve

Capital

Receipts

Reserve

Capital

Grants

Unapplied

Total

Usable

Reserves

Unusable

Reserves

Total

Authority

Reserves

£000 £000 £000 £000 £000 £000 £000 £000 £000

Balance at 31st March 

2013 brought forward
(24,163) (154,261) (7,744) (1,200) (20,119) - (207,487) (985,613) (1,193,100)

Movement in reserves

during 2013/14

(Surplus) or deficit on

provision of services
(62,125) - (19,616) - - - (81,741) - (81,741)

Other Comprehensive

Expenditure and Income
- 94,344 94,344 

Total Comprehensive

Expenditure and 

Income

(62,125) - (19,616) - - - (81,741) 94,344 12,603 

Adjustments between

accounting basis & 

Funding

basis under regulation

56,567 - 12,891 - (8,927) (57,538) 2,993 (2,993) -

Net (Increase)/ 

Decrease

before Transfers to

Earmarked Reserves

(5,558) - (6,725) - (8,927) (57,538) (78,748) 91,351 12,603 

Transfers to/(from)

Earmarked Reserves
3,781 1,767 - - - - 5,548 (5,548) -

(Increase)/Decrease in 

year
(1,777) 1,767 (6,725) - (8,927) (57,538) (73,200) 85,803 12,603 

Balance at 31st March 

2014 carried forward
(25,940) (152,494) (14,469) (1,200) (29,046) (280,687)(57,538) (899,810) (1,180,497)
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Restated 2012/13

General

Fund

Balance

Ear-

marked

Reserves

Housing

Revenue

Account

Major

Repairs

Reserve

Capital

Receipts

Reserve

Total

Usable

Reserves

Unusable

Reserves

Total

Authority

Reserves

£000 £000 £000 £000 £000 £000 £000 £000

Balance at 31st March 

2012 brought forward
(23,551) (131,443) (4,580) (1,201) (3,519) (164,294) (1,086,582) (1,250,876)

Movement in reserves

during 2012/13

(Surplus) or deficit on

provision of services
9,607 - (1,401) - - 8,206 386 8,592 

Other Comprehensive

Expenditure and Income
- - - - - - 49,184 49,184 

Total Comprehensive

Expenditure and Income
9,607 - (1,401) - - 8,206 49,570 57,776 

Adjustments between

accounting basis & Funding

basis under regulation

(39,851) - (1,763) 1 (16,600) (58,213) 58,213 -

Net (Increase)/ Decrease

before Transfers to

Earmarked Reserves

(30,244) - (3,164) 1 (16,600) (50,007) 107,783 57,776 

Transfers to/(from)

Earmarked Reserves
29,632 (22,818) - - - 6,814 (6,814) -

(Increase)/Decrease in year (612) (22,818) (3,164) 1 (16,600) (43,193) 100,969 57,776 

(1,193,100)
Balance at 31st March 

2013 carried forward
(24,163) (154,261) (7,744) (1,200) (20,119) (207,487) (985,613)
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COMPREHENSIVE INCOME AND EXPENDITURE STATEMENT 

Gross Exp Income Net Exp Gross Exp Income Net Exp

£000 £000 £000 Note £000 £000 £000

34,130 (32,408) 1,722 Central Services to the Public 13,679 (8,906) 4,773 

46,199 (17,212) 28,987 Cultural and Related Services 43,587 (11,703) 31,884 

33,732 (15,931) 17,801 Environmnetal and Regulatory Services 30,954 (10,202) 20,752 

39,918 (19,055) 20,863 Planning and Development Services 14,171 (12,424) 1,747 

406,985 (321,964) 85,021 Education and Children's Services 417,993 (327,146) 90,847 

38,579 (11,842) 26,737 Highw ays and Transport Services 37,290 (11,774) 25,516 

72,056 (81,276) (9,220) Local Authority Housing (HRA) 62,193 (89,867) (27,674)

170,689 (152,397) 18,292 Other Housing Services 152,684 (143,654) 9,030 

147,323 (62,837) 84,486 Adult Social Care 142,538 (42,642) 99,896 

- - - Public Health 23,756 (20,521) 3,235 

20,421 (14,048) 6,373 Corporate and Democratic Core 15,733 (1,869) 13,864 

1,643 (1,710) (67) Non Distributed Costs 23,347 (358) 22,989 

1,011,675 (730,680) 280,995 Cost of Services 28 977,925 (681,066) 296,859 

5,105 Other Operating Expenditure 9 (10,503)

34,722 Financing and Investment Income and Expenditure 10 37,381 

- Surplus or Deficit of Discontinued Operations - 

(312,616) Taxation and Non-Specif ic Grant Income 11 (405,478)

8,206 (Surplus) or Deficit on Provision of Services (81,741)

386 Associates and Joint Ventures Accounted for on an Equity

Basis - Authority share of results of associates and joint

ventures

- Tax Expenses - Corporation Tax Payable - 

8,592 (Surplus) or Deficit including Associates & Joint

Ventures

(81,741)

(30,692) Surplus or Deficit on Revaluation of Property, Plant and

Equipment Assets

24 (42,259)

- Surplus or Deficit on Revaluation of Available for Sale

Financial Assets

- 

79,876 Remeasurement of the Net Defined Benefit Liability 47 136,603 

- Other Gains/Losses - 

49,184 Other Comprehensive Income & Expenditure 94,344 

57,776 Total Comprehensive Income & Expenditure 12,603 

Restated 2012/13 2013/14

13
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BALANCE SHEET 

31st March 

2012

31st March 

2013

31st March 

2014

£000 £000 Note £000

1,956,871 1,958,473 Long Term Assets 2,052,807 

178,195 210,464 Current Assets 277,352 

(182,554) (157,222) Current Liabilities (153,096)

(701,638) (818,615) Long Term Liabilities (996,566)

1,250,874 1,193,100 Net Assets 1,180,497 

1,250,874 1,193,100 Total Reserves 1,180,497 
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CASH FLOW STATEMENT 

2012/13 2013/14

£000 Note £000

55,441 Net cash flows from Operating Activities 25 53,676 

(6,372)
Net increase or (decrease) in cash and

cash equivalents
55,110 

12,006 
Cash (in hand) and cash equivalents at

the end of the reporting period
19 67,116 
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                                     NOTES TO THE ACCOUNTS 

1. Statement of Accounting Policies 

i) General Principles 

ii) Accruals of Income and Expenditure 

·

·

·

·

·

iii)  Cash and Cash Equivalents 

19



iv) Exceptional Items 

  

v) Prior Period Adjustments, changes in Accounting Policies and Estimates 
and Errors

vi) Charges to Revenue for Non-Current Assets 

·

·

·

20



vii) Employee Benefits 

Benefits Payable during employment 

Termination Benefits 

Post-employment Benefits 

·

·

·

21



·

·

·

·

-

-

-

-

22



-

-

Discretionary Benefits 

viii) Events after Balance Sheet date 

·

·

23



ix) Financial Instruments 

Financial Assets 

Loans and Receivables 

Soft Loans  

Impairment  

Financial Liabilities 

24



 
 

 

Repurchase of Borrowing 

Gains on the repurchase or early settlement of borrowing are credited to Net 
Operating Expenditure in the CI&ES in the year of repayment/settlement. Losses on 
the repurchase or early settlement of borrowing are debited to Net Operating 
Expenditure, which may be met by capital receipts, reducing the level of unapplied 
capital receipts carried forward, or from borrowing. However, where repurchase has 
taken place as part of a restructuring of the loan portfolio that involves the 
modification or exchange of existing instruments, the premium or discount is 
respectively deducted from or added to the amortised cost of the new or modified 
loan and the write-down to the CI&ES is spread over the life of the loan by an 
adjustment to the effective interest rate. 
 
Where premiums and discounts have been charged to the CI&ES, regulations allow 
the impact on the General Fund Balance to be spread over future years.  The council 
has a policy of spreading the gain/loss over the term that was remaining on the loan 
against which the premium was payable or discount receivable when it was repaid.  
The reconciliation of amounts charged to the CI&ES to the net charge against the 
General Fund Balance is managed by a transfer to or from the Financial Instruments 
Adjustment Account. (This is further detailed in Note 15). 
 
x) Government Grants and Contributions  

Whether paid on account, by instalments or in arrears, Government grants and third 
party contributions and donations are recognised as income at the date that the 
council satisfies the conditions of the entitlement to the grant/contribution and there is 
reasonable assurance that the monies will be received.  
 
Conditions are stipulations that specify that future economic benefits or service 
potentials embodied in the asset acquired using the grant or contribution are required 
to be consumed by the recipient as specified or returned to the payer. Revenue 
grants are matched in revenue accounts with the service expenditure to which they 
relate.  
 
Grant towards general expenditure (e.g. Revenue Support Grant, business rates top-
up grant etc.) is credited to the Taxation and non-specific grant income in the CI&ES. 
 
Grants that relate to capital expenditure are recognised in the year that the conditions 
of the grant are met, or immediately upon receipt if there are no conditions. These 
items are credited in the CIES under Taxation and Non-specific Grant Income. To 
avoid impact on the General Fund these items are reversed in the Movement in 
Reserves Statement and transferred to either the Capital Grants Unapplied Reserve 
or the Capital Adjustment Account. 
 
Grants and contributions which have been received but for which any conditions 
have not been satisfied are carried on the Balance Sheet as Receipts in Advance.  
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xi) Intangible Assets  

xii) Interest in Companies and Other Entities  

xiii) Inventories 

xiv) Jointly Controlled Operations and Assets  

xv)  Leases   

26



  
Council as Lessor  

·

·

Council as Lessee  

·

·

27



xvi)  Overheads and Support Services 
  

·

·

xvii) Property Plant and Equipment  

Recognition: 

Measurement: 
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·

·

·

·

Impairment: 

·

·

29



Disposals: 

30



Depreciation: 

·

·

·

·

·

Schools: 

xviii) Heritage Assets 
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xix) Private Finance Initiatives  

32



·

·

·

·

·

xx) Provisions, Contingent Liabilities and Assets 
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xxi) Reserves  

xxii) Revenue Expenditure Funded from Capital Under Statute  

xxiii) VAT 

34



2. Prior Period Adjustments, Changes in Accounting Policies Since 2013/14 &

Accounting Standards Issued but not Adopted 

Section 1 – Prior Period Adjustments 

Changes to the 2012/13 Comprehensive Income & Expenditure Statement 

35



Changes to the 2012/13 Movement in Reserves Statement

Usable
Reserves

Unusable 
Reserves

£000 £000

Balance at 31
st

March 2012 (164,294) (1,086,582)

Restated Surplus or Deficit on Provision of Services 8,206 49,184
Restated Other Comprehensive Income & Expenditure

Restated adjustments between accounting basis and funding 
basis under regulations

(58,213) 58,213

Restated Balance at 31
st

March 2013 (no overall change due to 
restatement)

(207,487) (985,613)

Section 2 – Changes in accounting policies 

Section 3 – Accounting standards issued but not adopted 

·

·

·

·

36



·

·

·

3. Critical Judgements in Applying Accounting Policies 

Accounts prepared on a going concern basis

Classification of Leases 

·

·

37



Investment Properties

Business rate appeals

Group Accounts 

38



4. Assumptions Made About the Future and Other Major Sources of Estimation 
Uncertainty 

Item Uncertainties Effect if Actual Results Differ 

from Assumptions

39



5. Material Items of Income and Expense 

6. Events after the Balance Sheet Date 

40



7. Adjustments between Accounting Basis and Funding Basis under Regulations  

General 

Fund

Balance

Housing 

Revenue 

Account

Capital 

Receipts 

Reserve

Major 

Repairs 

Reserve

Capital 

Grants 

Unapplied

Movemt in 

Unusable 

Reserves

£000 £000 £000 £000 £000 £000

Reversal of items debited or credited 

to the Comprehensive Income and 

Expenditure Account:

Insertion of items not debited or 

credited to the Comprehensive 

Income and Expenditure Account:

2013/14

Adjustments primarily involving the Capital Adjustment Account:

Adjustments primarily involving the Capital Receipts Reserve:
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General 

Fund

Balance

Housing 

Revenue 

Account

Capital 

Receipts 

Reserve

Major 

Repairs 

Reserve

Capital 

Grants 

Unapplied

Movemt in 

Unusable 

Reserves

£000 £000 £000 £000 £000 £000

Total Adjustments 56,567 12,891 (8,927) - (57,538) (2,993)

Adjustment primarily involving the ESPO Reserve:

Adjustment primarily involving the Accumulated Absences Account:

Adjustments primarily involving the Collection Fund Adjustment Account:

2013/14 continued

Adjustments primarily involving the Deferred Capital Receipts Reserve:

Adjustments primarily involving the Major Repairs Reserve:

Adjustments primarily involving the Financial Instruments Adjustments Account:

Adjustments primarily involving the Pensions Reserve:

Adjustments primarily involving the Capital Grants Unapplied Reserve:
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General 

Fund

Balance

Housing 

Revenue 

Account

Capital 

Receipts 

Reserve

Major 

Repairs 

Reserve

Movemt in 

Unusable 

Reserves

£000 £000 £000 £000 £000

Reversal of items debited or credited to the 

Comprehensive Income and Expenditure 

Account:

Insertion of items not debited or credited to 

the Comprehensive Income and 

Expenditure Account:

Adjustments primarily involving the Deferred Capital Receipts Reserve:

Adjustments primarily involving the Capital Receipts Reserve:

Adjustments primarily involving the Capital Adjustment Account:

Restated 2012/13 Comparative Information
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General 

Fund

Balance

Housing 

Revenue 

Account

Capital 

Receipts 

Reserve

Major 

Repairs 

Reserve

Movemt in 

Unusable 

Reserves

£000 £000 £000 £000 £000

Total Adjustments (39,851) (1,763) (16,600) 1 58,213 

Adjustments primarily involving the Major Repairs Reserve:

Adjustment primarily involving the Accumulated Absences Account:

Adjustments primarily involving the Financial Instruments Adjustments Account:

Adjustments primarily involving the Pensions Reserve:

Adjustments primarily involving the Collection Fund Adjustment Account:

Restated 2012/13 Comparative Information 

continued

44



8. Earmarked Reserves 

Transfers

In

Transfers

Out

2013/14 2013/14

£000 £000 £000 £000

General Fund Earmarked Reserves:

Total General Fund Earmarked Reserves 154,261 96,887 (98,654) 152,494 

Housing Revenue Account Earmarked 

Reserve:

Total HRA Earmarked Reserves - - - -

Total Earmarked Reserves 154,261 96,887 (98,654) 152,494 

2013/14

Balance at

31st March 

2013

Balance at

31st March 

2014
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Transfers

In

Transfers

Out

2012/13 2012/13
£000 £000 £000 £000

General Fund Earmarked Reserves:

Total General Fund Earmarked Reserves 131,443 77,289 (54,471) 154,261 

Housing Revenue Account Earmarked 

Reserve:

Total HRA Earmarked Reserves - - - -

Total Earmarked Reserves 131,443 77,289 (54,471) 154,261 

2012/13 Comparative Information

Balance at

1st April 

2012

Balance at

31st March 

2013

Schools’ Revenue Balances

Building Schools for the Future (BSF) 
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Children’s Services Funds

Capital Reserve 

NHS Joint Working Projects 

Severance Fund 

9. Other Operating Expenditure 

2012/13 2013/14

£000 £000

Total 5,105 (10,503)

10. Financing and Investment Income and Expenditure 

2012/13 2013/14

Restated

£000 £000

Total 34,078 37,381 
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11. Taxation and Non-Specific Grant Income 

2012/13 2013/14

£000 £000

Total (312,616) (405,478)

12. Property, Plant & Equipment

Movements in Balances 

2013/14

£ 0 0 0 £ 0 0 0 £ 0 0 0 £ 0 0 0 £ 0 0 0 £ 0 0 0 £ 0 0 0 £ 0 0 0 £ 0 0 0

Cost or Valuation

1,9 76 ,58 2  

16 2 ,79 8  

3 2 ,52 9  

( 6 6 ,0 13 )

( 3 ,3 0 6 )

( 15,2 76 )

-

( 2 ,2 6 1)

As at 31st March 2014 6 14 ,9 9 9  1,0 4 3 ,52 8  74 ,58 4  2 4 4 ,56 1 1,78 5 8 6 ,3 3 9  19 ,2 57 2 ,0 8 5,0 53  10 9 ,6 55 

Accumulated Depreciation & 

Impairment

( 10 2 ,8 4 4 )

( 3 5,8 9 1)

2 ,3 79  

10 ,4 9 5 

553  

As at 31st March 2014 ( 6 ,6 4 6 ) ( 4 1,9 4 9 ) ( 4 0 ,0 0 3 ) ( 3 6 ,6 0 7) - ( 10 3 ) - ( 12 5,3 0 8 ) ( 7,0 4 1)

Net Book Value

as at 31st March 2014
6 0 8 ,3 53  1,0 0 1,579  3 4 ,58 1 2 0 7,9 54  1,78 5 8 6 ,2 3 6  19 ,2 57 1,9 59 ,74 5 10 2 ,6 14  

1,8 73 ,73 8  
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2012/13 Comparative 

Movements

£ 0 0 0 £ 0 0 0 £ 0 0 0 £ 0 0 0 £ 0 0 0 £ 0 0 0 £ 0 0 0 £ 0 0 0 £ 0 0 0

Cost or Valuation

1,9 8 9 ,3 6 7 

8 0 ,2 4 6  

( 16 ,16 7)

( 4 9 ,2 18 )

( 3 4 ,6 53 )

8 ,14 4  

-

( 1,13 7)

As at 31st March 2013 6 0 6 ,2 71 9 72 ,0 8 0  71,510  2 3 0 ,0 6 5 1,12 7 9 3 ,2 9 3  2 ,2 3 6  1,9 76 ,58 2  6 5,0 57 

Accumulated Depreciation & 

Impairment

( 9 2 ,4 6 6 )

( 3 5,712 )

2 1,8 9 6  

3 ,4 3 8  

-

As at 31st March 2013 ( 6 ,54 0 ) ( 3 3 ,6 4 2 ) ( 3 1,715) ( 3 0 ,8 74 ) - ( 73 ) - ( 10 2 ,8 4 4 ) ( 4 ,10 8 )

Net Book Value

as at 31st March 2013
59 9 ,73 1 9 3 8 ,4 3 8  3 9 ,79 5 19 9 ,19 1 1,12 7 9 3 ,2 2 0  2 ,2 3 6  1,8 73 ,73 8  6 0 ,9 4 9  

1,8 9 6 ,9 0 1 

Capital Commitments 
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Contract for Capital Investment Period £000

122,563 Total

Revaluations 
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2013/14 Valuation

Dates
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£000 £000 £000 £000 £000 £000 £000 £000

298,984 

608,353 

-

1,725 

122,138 

310,929 

308,408 

177,852 

131,356 

 Total 608,353 1,001,579 34,581 207,954 1,785 86,236 19,257 1,959,745 
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13. Investment Properties 

14. Intangible Assets 

2012/13 2013/14

£000 £000

Balance at 1st April

Net carrying amount at start of year 1,102 1,258 

Gross Carrying Amount at 31st March 1,794 2,558 

Net Carrying Amount at 31st March 1,258 1,691 
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15. Financial Instruments 

31st March 

2013

31st March 

2014

31st March 

2013

31st March 

2014

31st March 

2013

31st March 

2014

£000 £000 £000 £000 £000 £000

Investments & Receivables 8,632 8,108 154,405 167,198 163,037 175,306 

Loans & Payables 244,314 243,108 123,231 125,965 367,545 369,073 

Other Long Term Liabilities

Total Other Long Term

Liabilities 86,526 124,950 2,797 4,449 89,323 129,399 

Total Loans, Payables and Other

Long Term Liabilities 330,840 368,058 126,028 130,414 456,868 498,472 

Long Term Current Total

Balance at

31st March 2013

Balance at

31st March 2014

£000 £000

Investments & Receivables 520,568 722,217 

53



Financial

Liabilities

Measured at

Amortised

Cost

Financial

Assets:

Loans and

Receivables Total

Financial

Liabilities

Measured at

Amortised

Cost

Financial

Assets:

Loans and

Receivables Total

£000 £000 £000 £000 £000 £000

Total Expense in Surplus or 

Deficit on the Provision of 

Services

18,592 - 18,592 19,745 - 19,745 

Total Income in Surplus or Deficit 

on the Provision of Services
- (272) (272) - (812)

Net gain/(loss) for the Year 18,592 (272) 18,320 19,745 - 18,933 

2012/13 2013/14

Fair Values of Assets and Liabilities 

Carrying

Amount Fair Value

Carrying

Amount Fair Value

£000 £000 £000 £000

Assets

Total Assets 163,038 163,038 175,306 175,306 

Liabilities

Total Liabilities 456,869 502,483 498,472 513,118 

31st March 2013 31st March 2014
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PWLB Market Stock

£ £ £

Carrying Value at 31st March 2014 135,744 100,922 8,675 

Fair Value at 31st March 2014 135,744 100,916 8,675 

Fair Value of Loans as at 31st March 2014

PWLB Market Stock

£ £ £

Carrying Value at 31st March 2013 135,744 100,916 8,675 

Fair Value at 31st March 2013 135,744 100,916 8,675 

Fair Value of Loans as at 31st March 2013
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16. Inventories 

Balance at

31st March 2013

Balance at

31st March 2014

£000 £000

Total 3,423 2,953 

17. Construction Contracts 

18. Debtors 

Long-Term Debtors 

Balance at

31st March 2013

Balance at

31st March 2014

£000 £000

Total 359 2,780 
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Short-Term Debtors 

Balance at

31st March 2013

Balance at

31st March 2014

£000 £000

Total 56,814 53,436 

19. Cash and Cash Equivalents 

Balance at

31st March 2013

Balance at

31st March 2014

£000 £000

Cash and cash equivalents:

Total Cash and Cash Equivalents 41,550 85,445 

Total Cash and Cash Equivalents 12,006 67,116 

20. Assets Held for Sale 

2012/13 2013/14

£000 £000

Balance outstanding at start of year 14,775 4,312 

Balance outstanding at end of year 4,312 19,359 
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21. Creditors 

Balance at

31st March 2013

Balance at

31st March 2014

£000 £000

Total 119,458 125,254 

22. Provisions  

Insurance

Housing

Benefits

Equal

Pay

Sec 117

Mental

Health

Act

Housing

DSO Stock 

&

Dilapidation

Business 

Rate 

Appeals Total

£000 £000 £000 £000 £000 £000 £000

Balance at 1st April 2012 5,650 4,742 1,766 700 916 - 13,774 

Balance at 1st April 2013 5,790 5,709 1,733 700 936 - 14,868 

Balance at 31st March 2014 5,312 7,217 1,664 675 943 3,553 19,364 

Payment of Insurance Claims 

Housing Benefit Subsidy Claims 
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Equal Pay 

Section 117 Mental Health Act 

Housing DSO Stock 

Business Rate appeals

23. Usable Reserves  

Opening 
Balance Movement

Closing 
Balance Supporting Note

£000 £000 £000

Total Usable Reserves (207,487) (73,200) (280,687)
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24. Unusable Reserves 
  

31st March 2013 31st March 2014

£000 £000

Total Unusable Reserves (985,613) (899,810)

Revaluation Reserve 

·

·

·

2012/13 2013/14

£000 £000

Balance at 1st April (361,677) (365,195)

Surplus or deficit on revaluation of non-current assets not posted to 

the Surplus or Deficit on the Provision of Services

(30,692) (42,259)

Balance at 31st March (365,195) (392,158)

Capital Adjustment Account 
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2012/13 2013/14

£000 £000

Balance at 1st April (1,075,105) (1,064,436)

Reversal of items relating to capital expenditure debited or credited 

to the Comprehensive Income and Expenditure Statement:

(954,016) (960,933)

Net written out amount of the cost of non-current assets consumed in 

the year

(981,190) (975,697)

Capital financing applied in the year:

Balance at 31st March (1,064,436) (1,109,549)

Financial Instruments Adjustment Account 
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2012/13 2013/14

£000 £000

Balance at 1st April (1,757) (1,863)

Balance at 31st March (1,863) (1,947)

Deferred Capital Receipts Reserve 
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2012/13 2013/14

£000 £000

Balance at 1st April (63) (52)

Balance at 31st March (52) (103)

Pensions Reserve 

2012/13 2013/14

Restated

£000 £000

Balance at 1st April 339,528 434,042 

Balance at 31st March 434,042 596,792 

Collection Fund Adjustment Account 

63



2012/13 2013/14

£000 £000

Balance at 1st April (416) (783)

Balance at 31st March (783) (1,487)

Accumulated Absences Account 

2012/13 2013/14

£000 £000

Balance at 1st April 14,600 13,979 

(621) (5,337)

Balance at 31st March 13,979 8,642 

ESPO (Eastern Shires Purchasing Organisation) 

2012/13 2013/14

£000 £000

Balance at 1st April (1,691) (1,305)

Balance at 31st March (1,305) -
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25. Cash Flow Statement – Interest included in Operating Activities 

2012/13 2013/14

£000 £000

2012/13 2013/14

£000 £000

126,141 123,130 

2012/13 2013/14

£000 £000

(66,063) (151,195)

26. Cash Flow Statement – Investing Activities 

2012/13 2013/14

£000 £000

Net Cash Flows from Investing Activities (45,454) 8,544 
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27. Cash Flow Statement – Financing Activities 

2012/13 2013/14

£000 £000

Net Cash Flows from Financing Activities (16,359) (7,110)

28. Amounts Reported for Resource Allocation Decisions 

●

●

●
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Departmental Income and Expenditure 

2013/14
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£000 £000 £000 £000 £000

(280,354)

(292,742)

Total Income (96,991) (74,117) (44,864) (357,124) (573,096)

204,009 

721,800 

(56,750)

Total Expenditure 155,912 169,165 116,534 427,448 869,059 

Net Expenditure 58,921 95,048 71,670 70,324 295,963 

2012/13 Comparative Information
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£000 £000 £000 £000 £000

(249,627)

(506,990)

Total Income (317,516) (323,006) (83,024) (33,071) (756,617)

397,650 

604,000 

25,357 

Total Expenditure 368,166 404,884 155,325 98,632 1,027,007 

Net Expenditure 50,650 81,878 72,301 65,561 270,390 

Reconciliation of Departmental Income and Expenditure to Cost of Services in 
the Comprehensive Income and Expenditure Statement 
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2012/13 2013/14

£000 £000

326,456 371,661 

Cost of services in Comprehensive Income and Expenditure 

Statement
280,995 296,859 
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Reconciliation to Subjective Analysis 

2013/14
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£000 £000 £000 £000 £000 £000 £000

(283,134) (372,004)

- -

- (1,477)

- (78,968)

(525,235) (839,226)

Total Income (573,095) (235,274) - - (808,369) (483,306) (1,291,675)

413,663 413,663 

620,987 706,495 

- -

77,692 77,692 

- 19,197 

74 74

1,480 1,480 

(8,667) (8,667)

Total Expenditure 869,058 218,527 (39,107) 56,751 1,105,229 104,705 1,209,934 

Net Expenditure 295,963 (16,747) (39,107) 56,751 296,860 (378,601) (81,741)
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2012/13 Restated
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£000 £000 £000 £000 £000 £000 £000

(205,174) (223,754)

- -

- (235)

- (98,734)

(506,990) (720,872)

- -

Total Income (756,617) (1,664) - 46,117 (712,164) (331,431) (1,043,595)

397,029 397,029 

510,311 544,717 

25,357 25,357 

60,462 61,917 

- 18,767 

- 81

- -

- 3,933 

- -

Total Expenditure 1,027,007 57,730 (45,461) (46,117) 993,159 58,642 1,051,801 

Net Expenditure 270,390 56,066 (45,461) - 280,995 (272,789) 8,206 
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29. Acquired & Discounted Operations

30. Trading Operations 

Turnover Expenditure

(Surplus)/

Deficit Turnover Expenditure

(Surplus)/

Deficit

£000 £000 £000 £000 £000 £000

Total (31,874) 30,979 (895) (33,833) 32,859 (974)

2012/13 2013/14

City Catering 

City Highways 
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City Transport Fleet 

Passenger and Transport Services  

I.T. Services 

Temporary Staffing Agency 

31. Agency Services  
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2012/13 2013/14

£000 £000

Net Surplus - -

2012/13 2013/14

£000 £000

Net Surplus - -

2012/13 2013/14

£000 £000

Net Surplus - -

2012/13 2013/14

£000 £000

Net Surplus - -

2012/13 2013/14

£000 £000

Net Surplus - -

2012/13 2013/14

£000 £000

Net Surplus - -

2012/13 2013/14

£000 £000

Net Surplus - (0.1)
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2012/13 2013/14

£000 £000

Net Surplus - -

32. Road Charging Schemes under the Transport Act 2000 

33. Pooled Budgets 

Supply of Community Equipment 

2012/13 2013/14

£000 £000

Funding provided to the pooled budget:

Total Funding provided to the pooled budget 5,564 7,004 

Expenditure met from the pooled budget:

Total expenditure met from the pooled budget 5,564 7,004 

Net surplus arising on the pooled budget during the year - -

Leicester City Council’s share of the net surplus arising on the pooled 

budget during the year
- -
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Drugs and Alcohol Pooled Budget 

2012/13 2013/14

£000 £000

Funding provided to the pooled budget:

Total Funding provided to the pooled budget 6,994 8,240 

Expenditure met from the pooled budget:

Total expenditure met from the pooled budget 6,994 8,240 

Net surplus arising on the pooled budget during the year - -

Leicester City Council’s share of the net surplus arising on the pooled 

budget during the year
- -

34. Members’ Allowances  

2012/13 2013/14

£ £

Total 956,791 964,079 
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35. Officers’ Remuneration

Section 1 - Senior Employees’ Remuneration 
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£000 £000 £000 £000

158,931 

153,818 

114,313 

120,229 

94,573 

71,179 

95,695 

89,374 

25,192 

145,413 

101,577 

100,979 

125,149 

-

136,190 

97,428 

101,577 

100,979 

Post

Section 2 - Higher Paid Employees 
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Remuneration Band

£ 2012/13 2013/14

Total 319 337 

Number of employees

36. External Audit Costs  
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2012/13 2013/14

£000 £000

Total 431 285 

37. Dedicated Schools Grant  
  

Capital

Expenditure

Individual

Schools

Budget Total

£000 £000 £000
Final DSG for 2013/14 before Academy recoupment 256,909 

Total DSG after Academy recoupment for 2013/14 249,587 

Agreed initial budgeted distribution in 2013/14 52,405 203,790 256,195 

Final budgeted distribution for 2013/14 52,405 203,790 256,195 

Carry forward to 2014/15 14,585 - 14,585 

2013/14
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Capital

Expenditure

Individual

Schools

Budget Total

£000 £000 £000
Final DSG for 2012/13 before Academy recoupment 247,639 

Total DSG after Academy recoupment for 2012/13 240,877 

Agreed initial budgeted distribution in 2012/13 39,117 206,752 245,869 

Final budgeted distribution for 2012/13 34,221 211,648 245,869 

Carry forward to 2013/14 6,608 - 6,608 

2012/13 Comparative Information

38. Grant Income

Capital Grants

2012/13 2013/14

£000 £000

Credited to Taxation & Non-Specific Grant Income

Total Credited to Taxation & Non-Specific Grant Income 34,170 103,535 
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2012/13 2013/14

£000 £000

Credited to Services (All REFCUS related)

Total Credited to Services 12,259 36,001 

Revenue Grants 

2012/13 2013/14

£000 £000

Credited to Taxation & Non-Specific Grant Income

Total Credited to Taxation & Non-Specific Grant Income 3,417 135,495 

Credited to Services

Children’s and Education Services

Adults and Housing

Public Health

City Development and Neighbourhoods

Corporate and Resources

Total Credited to Services 506,990 477,918 
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Capital Receipts in Advance

2013/14

£000

Capital Grants Receipts in Advance

Total Received in Advance 17,880 

Revenue Receipts in Advance

2012/13 2013/14

£000 £000

Receipts in Advance

Children’s and Education Services

Adults and Housing

City Development and Neighbourhoods

Corporate and Resources

Total Receipts in Advance 17,730 10,850 
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39. Related Parties 

Section 1 - Organisations or individuals which are related parties of the 
Council 

Central Government 

Members and Officers 

Leicester Theatre Trust 
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Leicester Arts Centre Ltd 

Leicester Council of Faiths 

Section 2 - Organisations in which the Council has an interest 

Homecome Ltd 

Leicester BSF Holding Company 1 and Leicester BSF Holding Company 2 
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Eastern Shires Purchasing Organisation

Connexions Leicester Shire Service Ltd & Connexions Leicester Shire Trading 
Ltd 

King Richard III Trust 

40. Capital Expenditure and Capital Financing 
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2012/13 2013/14

£000 £000

Opening Capital Financing Requirement 534,558 533,573 

Capital Investment

Sources of Finance

Closing Capital Financing Requirement 533,573 567,895 

Increase/(Decrease) in CFR (985) 34,322 
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41. Leases

Council as Lessee 

Finance Leases 

31st March 2013 31st March 2014

£000 £000

2,575 2,264 Total

31st March 2013 31st March 2014

£000 £000

2,032 1,605 Total minimum lease payments

31st March 2013 31st March 2014 31st March 2013 31st March 2014

£000 £000 £000 £000

Total 2,043 1,604 1,347 1,056 

Finance Lease LiabilitiesMinimum Lease Payments

Operating Leases 

Vehicles Buildings Total

£000 £000 £000

- 8,032 8,032 Total
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Council as Lessor 

Finance Leases 

31st March 2014

£000

Finance lease debtor 

Current 1 

Non-current 64 

Unearned Finance Income 306 

Gross Investment in the lease 372 

Minimum Lease Payments 31st March 2014

£000

Within one year 1 

Within 2 to 5 years 12 

Later than 5 years 358 

372 

Operating Leases 

31st March 2013 31st March 2014

£000 £000

83,862 82,363 Total
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42 Private Finance Initiatives and Service Concession Arrangements 

Integrated Waste Management Service 

Property Plant and Equipment 

Other Land Vehicles, Plant

& Buildings & Equipment Total

£000 £000 £000

Balance at 31st March 2014 12,724 4,682 17,406 

Payments 

£000 £000 £000 £000

Total 93,164 28,019 8,975 130,158 

Total

Payment for

Services

Reimbursement

of Capital

Expenditure Interest

88



2012/13 2013/14

£000 £000

Balance at 31st March 14,744 12,781 

Building Schools for the Future – Phase 1 - Rebuild of Judgemeadow and Soar 
Valley Community Colleges 

Property Plant and Equipment 

Balance at 31st March 2014 30,835 

Vehicles, Plant & Equipment

£000

Payments 

£000 £000 £000 £000

Total 42,975 32,702 38,606 114,283 

Payment for

Services

Reimbursement

of Capital

Expenditure Interest Total
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2012/13 2013/14

£000 £000

Balance at 31st March 33,227 32,702 

Building Schools for the Future – Phase 2 - Rebuild of Crown Hills and City Of 
Leicester Community Colleges 

Property Plant and Equipment 

Vehicles, Plant & Equipment

£000

Balance at 31st March 2014 44,598 

Payments 

£000 £000 £000 £000 £000

Total 48,403 44,169 45,626 14,886 153,084 

Payment for

Services

Reimbursement

of Capital

Expenditure Interest

Lifecycle Capital

Replacement

Costs Total
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2013/14

£000

44,171 Balance at 31st March

District Energy Heating & Combined Heat Power Scheme  

Property Plant and Equipment 

Vehicles, Plant & Equipment

Balance at 31st March 2014 9,773 

£000

Payments 
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£000 £000 £000 £000 £000

Total 40,727 9,967 16,204 5,027 71,925 

Payment for

Services

Reimbursement

of Capital

Expenditure Interest

Lifecycle Capital

Replacement

Costs Total

Liability 

2013/14

£000

9,416 Balance at 31st March

43. Impairment Losses 

44. Capitalisation of Borrowing Costs 
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45. Termination Benefits 

Total number Total number

of exit Total cost of of exit Total cost of

packages by exit packages packages by exit packages

cost band 2012/13 revised cost band 2013/14

2012/13 revised £ 2013/14 £

Total 257 3,937,976 326 3,826,860 

46. Pensions Schemes Accounted For as Defined Contribution Schemes 

Teachers’ Pensions

Public Health 
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47. Defined Benefit Pension Schemes 

Participation in Pension Schemes 

·

·

·

Transactions relating to post-employment benefits (LGPS)   

94



 
 

 

2012/13 2013/14

Restated

£000 £000

Comprehensive Income & Expenditure Statement

Cost of Services

Current service cost 31,660 41,165 

Past service cost 1,953 809 

Settlements and curtailments (2,063) (278)

Total Service Cost 31,550 41,696 

Financing and Investment Income and Expenditure

Expected return on scheme assets (32,618) (35,542)

Interest cost 48,864 55,203 

Net Interest Cost 16,246 19,661 

Total Post-employment Benefit charged to the Surplus or Deficit on 

the Provision of Services

47,796 61,357 

Other post-employment benefit charged to the Comprehensive 

Income and Expenditure Statement

Return on plan assets excluding amounts included in net interest (64,400) 5,619 

Actuarial losses arising from changes in demographic assumptions - 30,038 

Actuarial losses arising from changes in financial assumptions 143,047 37,472 

Other Experience adjustments 585 63,474 

Effect of business combinations & disposals 644 - 
Total remeasurements recognised in other comprehensive income 

and expenditure statement

79,876 136,603 

Total post-employment Benefit charged to the Comprehensive 

Income and Expenditure statement

127,672 197,960 

Movement in Reserves Statement
Reversal of net charges made to the Surplus or Deficit for the Provision of 

Services for post-employment benefits
14,638 26,147 

Actual amount charged against the General Fund Balance for 

Employer’s contributions payable to the scheme (33,158) (35,209)

 
Assets and Liabilities in Relation to Post-employment Benefits 

Reconciliation of present value of the scheme liabilities (defined benefit obligation): 
 

2012/13 2013/14

£000 £000

Balance at 1st April 1,012,589 1,218,801 

Current service cost 31,660 41,165 

Past service costs (including curtailments) 1,953 809 

Effect of settlements (4,164) (657)

Interest cost 48,864 55,203 

Contributions by scheme participants 10,633 10,910 

Benefits paid (30,299) (34,239)

Remeasurements arising from changes in assumptions 143,632 130,984 

Effect of business combinations and disposals 3,933 - 

Balance at 31st March 1,218,801 1,422,976 

 
Reconciliation of fair value of the scheme (plan) assets: 
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2012/13 2013/14

£000 £000

Balance at 1st April 673,061 784,759 

Balance at 31st March 784,759 826,184 

Scheme History 

2009/10 2010/11 2011/12 2012/13 2013/14

£000 £000 £000 £000 £000

Surplus/(deficit) in the scheme (562,039) (241,272) (339,528) (434,042) (596,792)

Impact on future cash flows 
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Liability Split Weighted Average Duration

Total 100.0% 19.5

Basis for Estimating Assets and Liabilities 

Local Government Pension Scheme 2012/13 2013/14

Mortality assumptions:
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Bid Percentage Bid Percentage

Values of Total Values of Total

£000 Assets £000 Assets

Equity

Debt Securities

Private Equity

Real Estate

Investment Fund and Unit Trusts

Cash and Cash Equivalents

Total 784,760 100% 826,184 100%

2012/13 2013/14

48. Contingent Liabilities 

Future Business Rates Appeals 
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MIRA Business Park 

49. Contingent Assets

50. Nature and Extent of Risks arising from Financial Instruments 

·

·

·

Credit Risk 
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·

·

·
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Estimated Non-

Age of Receivable Collection Rate

Impaired Impaired

Due Value Due Value

£000 £000 £000 £000

Total Assets less Liabilities 23,066 15,339 19,871 11,579 

31st March 2013 31st March 2014

Liquidity Risk 
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Upper limits: 

%

Lower limits: 

%

31st March 2013 31st March 2014

£m £m

31st March 2013 31st March 2014

£m £m

Interest Rate Risk 
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·

·

·

·

·

·

·

·

·

Price Risk 
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Foreign Exchange Risk 

51. Heritage Assets 

2011/12 2012/13 2013/14

£000 £000 £000

Cost or valuation at 1st April

Total cost or valuation 49,501 50,289 74,844 

Additions

Total additions 37 - 21

Net Revaluation Increases/(Decreases)

Total revaluation Increases/(Decreases) 751 24,555 5,941 

De-recognition (Disposals)

Total disposals - - -

Net Book Value at 31st March 50,289 74,844 80,806 

Heritage Buildings 
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Civic Silver 

Museum Exhibits 
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Statues and Monuments 

52. Authorisation of Accounts 

NOTE 52 NOT RELEVENT FOR DRAFT VERSION 
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HOUSING REVENUE ACCOUNT (HRA)
INCOME AND EXPENDITURE ACCOUNT 

2012/13

(Restated) 2013/14

£000 Note £000

Income

81,276 Total Income 82,893 

Expenditure

72,056 Total Expenditure 55,279 

(9,220)
"Net Cost of HRA Services" as included in the whole 

authority Comprehensive Income & Expenditure Statement
(27,614)

(9,220) "Net Cost of HRA Services" (27,614)

(1,401) (Surplus) / Deficit for the Year (19,616)
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STATEMENT ON MOVEMENT OF HRA BALANCE

2013/14

£000 Note £000

(1,401) (Surplus) / Deficit for the Year (from above) (19,616)

Additional items required by Statute and non-statutory 

proper practices to be taken into account in determining the 

movement on the Housing Revenue Account Balance

(1,763) Net Movement on the Housing Revenue Account in Year 12,889 

Balance Brought Forward

(7,744) Balance Carried Forward - 31st March (14,471)
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Notes to the Housing Revenue Account

1. Housing Revenue Account 

2. Changes to Accounting Practice (and 2011/12 comparative figures) 

3. Special Services 

4. Rent Arrears and Provision for Bad Debts 

Rents and Service Charges 

5. Net Rent Income from Dwellings

2012/13 2013/14

£000 £000

Total 24,973 29,201 

6. Non-dwelling Rents and Service Charges 
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7. Housing Stock 

2012/13 2013/14

Net Increase/(Decrease) (147) (183)

8. Value of HRA Assets
   

31st March 2013 31st March 2014

£000 £000

Operational

614,683 632,895 

Non-operational

Total 614,784 634,523 

9. Vacant Possession Value of Council Dwellings 

31st March 2013 31st March 2014

£000 £000

Vacant possession values
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10. HRA Subsidy 

2012/13 2013/14

£000 £000

- -

Total HRA Subsidy 269 -

11. Capital Expenditure  

2012/13 2013/14

£000 £000

Total 18,875 21,786 
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12. Capital Disposals 

2012/13

Total

Receipt

Usable/

Retained

Pooled/

Set aside

Total

Receipt

£000 £000 £000 £000

Total 7,292 3,607 3,568 7,175 

2013/14

13. Depreciation & Impairment of Fixed Assets 

Deprec-

iation

Impair-

ment Total

Deprec-

iation

Impair-

ment Total

2012/13 2012/13 2012/13 2013/14 2013/14 2013/14

Operational

6,724 16,878 23,602 7,262 (306) 6,956 

Non-operational

Total 6,724 16,879 23,603 7,262 (306) 6,956 

2012/13 2013/14

14. Use of the Major Repairs Reserve 

2012/13 2013/14

£000 £000

Balance at 1st April (1,200) (1,200)

Balance at 31st March (1,200) (1,200)
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15. HRA Contributions to the Pensions Reserve 

2012/13 2013/14

£000 £000

Pension costs incurred in Net Cost of Services

(67) (771)

Pension interest cost and expected return on assets

(1,036) (1,836)

Total Transfer to Pension Reserve (1,103) (2,607)

16. Corporate and Democratic Core Costs 
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COLLECTION FUND
INCOME AND EXPENDITURE ACCOUNT

Council 

Tax

Business 

Rates Total

£000 Note £000 £000 £000

Income

217,730 Total Income 198,237 

Expenditure

217,290 Total Expenditure 198,645 

(928) Fund Balance as at  31st March 7 (3,482) 2,962 (520)

2012/13

2013/14
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Notes to the Collection Fund

Income And Expenditure Account

       
1. General 

2. Council Tax 

Band

Estimated No. of

Taxable Properties

After Effect of

Discount

Ratio

Band D

Equivalent

Dwellings

Less Band D

Equivalent

LCTR Scheme 

Dwellings

Net Band D

Equivalent

Dwellings

107,975 82,184 18,459 63,725 

62,070 Council Tax Base
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3. Precepts and Demands 

2012/13 2013/14

£000 £000

Total 116,013 92,105 

4. Income from Business Rates – 2013/14 

5. Contributions to Collection Fund Surpluses and Deficits 

Share of Surpluses 

Council Tax 

City Police Fire Total

£000 £000 £000 £000

Estimate Jan 2013 680
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6. Bad and Doubtful Debts  

Bad Debt

Balance at Increase/ Balance at Write-offs

1st April 2013 (Decrease) 31st March 2014 in year

£000 £000 £000 £000

Total 6,276 2,041 8,317 2,250 

Bad Debt Provision

7. Collection Fund Surpluses/Deficits 
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LEICESTER CITY COUNCIL 

ANNUAL GOVERNANCE STATEMENT 2013/14 
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Accountable Body 

Accounting Policies 

Accruals 

Actuarial Basis 

Amortisation 

Appropriation 

Assets 

Assets Held for Sale 

Audit of Financial Statements 

Balance Sheet  

Bonds 

Budget 

Capital Expenditure 

Capital Financing 
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Capital Financing Requirement 

Capital Programme 

Capital Receipts 

Central Support Services 

CIPFA (Chartered Institute of Public 
Finance and Accountancy) 

Code of Practice on Local Authority 
Accounting (The Code) 

Collection Fund 

Community Assets 

Community schools 

Comprehensive Income and Expenditure 
Statement 

Constitution 

Contingent Liabilities 

Council 

Council Tax 

Council Tax Base 

Council Tax Precept 

122



Creditors 

Debits and Credits 

Debt Charges 

Debtors 

Dedicated Schools Grant 

Deficit 

Depreciation 

Direct Revenue Financing 

Equities 

Executive 

Finance Lease 

Finance Procedure Rules 

Financial Instruments 

Financial Reporting Standards (FRSs) 

Foundation schools 

General Fund 
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Going Concern 

Government Grants 

Housing Benefits 

Housing Revenue Account (HRA) 

Impairment Loss 

Inflow 

Internal Audit 

International Financial Reporting 
Standards (IFRSs) 

International Financial Reporting 
Interpretations Committee (IFRIC)

Inventories 

Investments 

Joint Venture 

Leasing 

Levy 

Liabilities 

Liquid Resources 
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LOBO Loans 

Long Term Borrowing  

Materiality 

Minimum Revenue Provision (MRP) 

Movement In  Reserves Statement 

National Challenge Co-operative Trust 
Schools 

National Non-Domestic Rate (NNDR) 

Net Book Value 

Net Expenditure / Net Cost of Service 

Non-Current Assets 

Operating Lease 

Operational Assets 

Outflow 

Precept 

Prior Period Adjustments 

Private Finance Initiative 
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PFI Credits 

Provision 

Prudential Borrowing

Prudential Indicator 

Public Works Loan Board (PWLB) 

Remuneration  

Revaluation Reserve 

Reserves 

Revenue Expenditure 

Revenue Expenditure Funded from 
Capital Under Statute (REFCUS) 

Revenue Support Grant 

Royal Institute of Chartered Surveyors 
(RICS) 

Service Reporting Code of Practice 

Specific Grants 

Subsidiary 

Surplus 

Trading Services 
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Trading Accounts 

Usable Capital Receipts Reserve 

Voluntary-aided schools 

Voluntary-controlled schools 
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 WARDS AFFECTED 
 All 
 
 
 
 
 
 

Audit and Risk Committee 30 July 2014 
 

Review of the Effectiveness of the System of Internal Audit 2013-14 

 
Report of the Director of Finance  

1. Purpose of Report 

1.1. This report presents the findings of the annual review of the 
effectiveness of the Council’s system of internal audit for 2013-14. 

2. Recommendations 

2.1. The Committee is recommended to: 

a) Accept the findings of this review, and 

b) Conclude that the Council has an effective system of internal audit 
upon which it (the Council) can place reliance. 

3. Summary 

3.1. Leicester City Council’s Finance Division includes the Internal Audit 
team which carries out reviews of financial and management systems 
and seeks to provide assurance to management on the effectiveness 
of their management controls. Recommendations are made to improve 
systems and procedures, as appropriate, with the aim being to reduce 
the Council’s exposure to unacceptable levels of  risk. 

3.2. As such, Internal Audit is an integral part of the Council’s overall 
system of internal control, which is the means by which the Council 
ensures resources are used effectively and for their intended purposes. 

3.3. Another fundamental component of the Council’s system of internal 
audit is the Audit and Risk Committee. The Committee has an essential 
role to play in providing independent assurance on the effectiveness of 
the Council’s system of internal control as a contribution to the 
Council’s governance arrangements as reported in the Annual 
Governance Statement. The process for this was outlined in a report 
on the Council’s Assurance Framework and the Annual Review of the 
Committee’s Terms of Reference, the latest annual review of which 
was approved by the Committee at its meeting on 15 April 2014. 
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3.4. The Accounts and Audit Regulations 2011 requires that the Council: 

· ‘shall undertake an adequate and effective system of internal audit 
of its accounting records and of its systems of internal control in 
accordance with the proper practices in relation to internal control’,  

and,  

· ‘…must, at least once in each year, conduct a review of the 
effectiveness of its internal audit. ’ 

3.5. This review is part of a wider annual review of the system of internal 
control, also required by the Regulations, following which a report is to 
be submitted to your Committee and the outcome included in the 
Council’s Annual Governance Statement. The purpose is to give the 
Council assurance that reliance can be placed upon the overall system 
of internal audit including the work of both the Internal Audit team and 
the Audit and Risk Committee. 

4. Report 

4.1. In 2009, the Chartered Institute of Public Finance and Accountancy 
CIPFA issued their ‘Guidance Note on the Review of the Effectiveness 
of the System of Internal Audit’, defining  this system as: 

‘The framework of assurance available to satisfy a local authority that 
the risks to its objectives, and the risks inherent in undertaking its work, 
have been properly identified and are being managed by controls that 
are adequately designed and effective in operation.’ 

4.2. In practice, this comprises: 

· The organisation’s risk management strategy and policy 

· The process of coverage of key controls and key assurance 
providers, both internal and external 

· The adequacy and effectiveness of remedial action taken where 
defects in control have been identified 

· The operation of the Audit and Risk Committee and the Internal 
Audit team in accordance with current codes and standards. 

4.3. This review of the system of Internal Audit uses the above definition.  
The results of the review are set out below in Appendix 1. 

4.4. In my opinion, the Council has an effective system of internal audit, 
though there is always room for improvement. The key conclusions 
from the review are: 

· The Council’s Risk Management Policy and Strategy have been 
reviewed, updated and approved by the Strategic Management 
Board and the Executive and was noted by the Audit and Risk 
Committee. Work continues to ensure that both strategic and 
operational risk registers are complete and topical as part of the 
Strategy. As part of the 2014 Strategy, work continues to ensure 
that risk management becomes truly embedded within the council 
at all levels. The progress of this work is reported to each meeting 
of this Committee in the Risk Management and Insurance Services 
update. 
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· The Internal Audit team has maintained actions taken to implement 
recommendations made by the Audit Commission in their last 
independent review of the service, and Internal Audit work 
continues to be relied on by the External Auditors (currently KPMG) 
in relevant aspects of their work. Currently, the Internal Audit 
manager is carrying out a self-assessment of the service against 
the Public Sector Internal Audit Standards, the result of which will 
be reported to this committee at its meeting on 29 September 2014. 

· The Internal Audit Plan reflects a risk-based approach consistent 
with the requirements of the ‘Public Sector Internal Audit 
Standards’. 

· Customer satisfaction returns continue to indicate an acceptable 
level of satisfaction with the audit team for individual pieces of work, 
though there continues to be a low level of response. 

· The team is endeavouring to improve both productivity and the time 
management of individual audit assignments further.  They take an 
active part in CIPFA audit benchmarking as well as regional 
practitioner meetings with a view to keeping abreast of best 
practice.    

· The team remains adequately resourced, especially in view of the 
budget pressures facing the whole of the City Council.  The team 
continues to provide the various technical disciplines within internal 
audit, such as the audit of IT as well as the more traditional 
emphasis on financial control and probity. 

4.5. The Council’s approach to counter-fraud work continues, for the time 
being, through the provision of a dedicated Corporate Counter Fraud 
team, although this function is not part of Internal Audit and reports 
separately to the Head of Revenue and Benefits, who is currently 
reviewing the management of fraud at the Council. As well as 
investigating a number of high-profile matters during the year, the team 
has delivered fraud awareness training to managers and staff during 
the year. An annual update on the activity of the fraud team’s work is 
brought to this Committee.   

4.6. The Audit and Risk Committee meets all of the indicators of being an 
effective audit committee as set out by CIPFA in their 2005 publication 
‘Audit Committees: Practical Guidance for Local Authorities’ and as 
subsequently amended. The Director of Finance attends these 
meetings and the Committee’s annual report to the Council (21 
November 2013) concluded that:  

‘…the Audit and Risk Committee made a significant contribution 
to the good governance of the City Council.  Through its work, it 
has reinforced the Council’s systems of internal control and 
internal audit and has given valuable support to the 
arrangements for corporate governance, legal compliance and 
the management of risk.’ 

4.7. Therefore, it is concluded that the City Council has an effective system 
of internal audit. 
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5. FINANCIAL, LEGAL AND OTHER IMPLICATIONS 

5.1. Financial Implications 

The audit system is a key component of the Council’s financial 
management and corporate governance systems. (Colin Sharpe, Head 
of Finance). 

5.2. Legal Implications 

 The conduct of a review of the Council’s internal audit process is a 
statutory requirement under the Accounts and Audit Regulations 2011. 
(Kamal Adatia, City Barrister and Head of Standards). 

5.3. Climate Change Implications 

This report does not contain any significant climate change implications 
and therefore should not have a detrimental effect on the Council’s 
climate change targets. (Duncan Bell, Senior Environmental 
Consultant). 

6. Other Implications 

Other implications Yes/No Paragraph referred 

Equal Opportunities No - 

Policy No - 

Sustainable and 
Environmental 

No - 

Crime and Disorder Yes 4.5 and Appendix 1 
section 11 

Human Rights Act No - 

Elderly/People on low incomes No - 

Corporate Parenting No - 

Health Inequalities No - 

Risk Management Yes The whole report concerns 
the internal audit process, a 
main purpose of which is to 
give assurance to Directors 
and this Committee that 
risks are being properly 
identified and managed 
appropriately by the 
business. 
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7. Consultations 

7.1. Tony Edeson, Head of Internal Audit and Risk Management 

Caroline Jackson, Head of Revenue and Benefits 

Steve Jones, Internal Audit Manager 

8. Background Papers – Local Government Act 1972 

8.1. Files held in Internal Audit. 

9. Report Author/Officer to Contact 

 Alison Greenhill, Director of Finance – 454 (37) 4001
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Objectives of Review 
 

The review is designed to examine sources of evidence, and thereby 
determine whether or not the Council’s system of internal audit is 
sufficiently effective for the Council to be able to place reliance on its 
assessment of the system of internal control. 

1. Sources of Evidence 

1.1. The following information was used to assess the system of internal 
audit: 

· Review of the Risk Management Strategy and Policy, along with  
progress made in implementing it; 

· The Internal Audit plan, annual report of Internal Audit and other  
reports to the Audit and Risk Committee on the delivery of the 
Internal Audit Plan; 

· An assessment of the effectiveness of reporting on audit work in 
providing assurance on actions taken to address control 
deficiencies; 

· Reliance placed on Internal Audit’s work where relevant by 
KPMG as the Council’s external auditor; 

· Self-assessment of compliance by Internal Audit with recognised 
professional standards; 

· Analysis of Internal Audit client satisfaction returns; 

· Key performance statistics produced by Internal Audit during the 
course of 2013-14; 

· Comparative analysis of some statistical measures of the service 
with those of comparable local authorities (via CIPFA 
benchmarking); 

· Review of the Council’s arrangements for preventing and 
detecting fraud and corruption; 

· An assessment of the work of the Audit and Risk Committee 
against the best practice set out in the CIPFA publication Audit 
Committees - Practical Guidance for Local Authorities. 

1.2. The remainder of this paper considers and assesses each of the 
sources of evidence in turn. 

2. Risk Management Strategy 

2.1. The strategy and policy have been reviewed and updated. Following 
their earlier acceptance by the Executive (as in 2011, 2012 and 
2013)) these were brought to the Audit and Risk Committee at its 
meeting on 19 February 2014 seeking approval of the strategy and 
policy. 
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2.2. The updated strategy sets out its objectives as follows: 

· To provide Members and officers with risk management reports 
that give a comprehensive picture of the Council’s risk profile; 

· To assist the Council and its partners to adopt a ‘fit for purpose’ 
methodology towards identification, evaluations and control of 
risks and to help ensure those risks are reduced to an acceptable 
level; 

· To ensure that transparent and robust systems are in place to 
track and report upon existing and emerging risks which 
potentially could cause loss or damage to the Council; 

· To help further integrate risk management into the culture and 
day-to-day working of the Council and ensure a cross-
divisional/operational approach is applied; 

· To provide reliable information on which to base the annual 
governance assurance statement. 

2.3. Whilst much progress has been achieved during the past four years 
since the introduction of the Risk Management Strategy and Policy, 
work still needs to continue to fully embed risk management within 
the Council. A degree of reassessment will be required to adapt 
prevailing processes to dovetail into and meet the new challenges 
that will arise from continuing organisational reorganisations with 
pressures on budgets continuing and the inevitable, continuing 
impact on services. 

3. Internal Audit Plan, Annual Report and reporting to the Audit and 
Risk Committee 

3.1. The annual Internal Audit Plan was prepared before the start of the 
2013-14 financial year. This is a ‘high level’, generic plan outlining in 
broad terms the areas of coverage. It is supplemented with detailed 
quarterly plans focussing on the specific audits to be undertaken 
within these areas. This allows the work of the audit team to be 
directed toward those areas of highest risk as the Council’s overall 
risk profile changes throughout the year. This is important as a 
means of establishing the extent to which internal audit reports can 
give assurance on the overall system of internal control.  

3.2. As audit resources are finite, the audit plans are significantly focused 
on the highest-risk activities, subject to other sources of review and 
assurance (such as external audit) and previous Internal Audit work 
and findings. Specialist areas of coverage, including contract audit 
and core financial systems, have been maintained. The Council’s 
investment in specialist IT audit has strengthened with the 
recruitment in year of an IT technical specialist. 

3.3. The 2013-14 Annual Report of Internal Audit will be presented to this 
Committee at its meeting on 29 September 2014. Progress reports 
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have been submitted to the Committee throughout the year. These 
reports identified audit work done and its outcomes, with specific 
reference to any matters of concern. Progress reports will be 
presented to meetings of the Committee on a regular basis. 

3.4. The reporting of audit work in this way stimulates a greater degree of 
action by officers to address audit findings and this should, in time, 
promote an improved internal control environment. As well as 
discussion of matters referred to in Internal Audit’s own reports, the 
Committee has received specific reports from service management 
on: 

· Project/Programme Assurance Process (Committee 24 
October 2013) 

· Regulation of Investigatory Powers (RIPA) Performance 
Report (Committee 24 October 2013) 

· National Fraud Initiative – Annual report (Committee 14 
November 2013) 

· Corporate Compensation Policy (Committee 15 April 2014). 

3.5. Internal Audit remained on course to achieve its target level of 
completion of planned audits during the year, despite the fact that 
the planned 2013-14 main financial systems work could not be 
completed until after the year-end. This has been planned for 2014-
15 to take place at the start of the financial year so that this situation 
does not arise in future years.  

4. The effectiveness of reporting on audit work in providing assurance 
on actions taken to address control deficiencies 

4.1. The reporting to the Audit and Risk Committee makes a significant 
contribution in this respect.  These reports identify Internal Audit 
reports finalised in the period under review and present a high level 
summary of Internal Audit’s conclusions including the overall trends 
in the level of assurance Internal Audit can give on the strength of 
controls in operation. 

4.2. In addition, Internal Audit prepares an annual Summary of Internal 
Audit Conclusions, which is submitted after the end of each financial 
year to the Strategic Management Board and the Audit and Risk 
Committee.  At the time of writing, the Summary for 2013-14 is 
scheduled to come to this Committee on 29 September. These 
reports have been produced for a number of years and have always 
been well received and there is nothing to indicate that this will not 
be the case for 2013-14. 
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5. Reliance on Internal Audit by the External Auditor   

5.1. The Council’s external auditors have periodically reviewed the 
Internal Audit function.  During 2009 they carried out their last 
review, which was reported to the Audit and Risk Committee at its 
meeting on 3 February 2010. 

5.2. The auditor’s assessment, at that time, concluded that Internal Audit 
fully or substantially met nine of the eleven CIPFA standards, and 
partially met the other two. No standards were assessed as not 
being met.  An action plan to improve compliance further was 
prepared and recommended actions have been implemented where 
applicable. 

5.3. There has not been a further external audit review of Internal Audit 
since 2009 and the Audit Commission, prior to its demise, had 
previously indicated that these reviews will no longer be undertaken.  
In future years, therefore, there will be a process of self-assessment 
against the CIPFA and the Public Sector Internal Audit standards.  
This has been done and a summary is given at paragraph 7 below. 
The Head of Internal Audit and Risk management is also in 
discussion with Derby City and Norfolk County Councils with a view 
to ‘peer group’ reviews in future years. 

5.4. The External Auditors continue to place reliance on Internal Audit 
work during the year, particularly for audit testing in support of grant 
certifications.  The Auditor’s Annual Report on the Certification of 
Grants and Returns for 2012-13, referring to work done in 2013-14, 
concluded that ‘The work was to a good standard and the 
conclusions well evidenced, allowing us to place reliance on their 
work’. 

6. Internal Audit self-assessment of compliance with professional 
standards 

6.1. As noted at paragraphs 4.1 above and 6.2 below, Internal Audit 
operates to the CIPFA Code of Practice for Internal Audit in Local 
Government in the UK and the ‘new’ Public Sector Internal Audit 
Standards. These are recognised as the professional standards for 
internal audit in all UK local authorities. They set out a number of 
standards, covering the scope of internal audit, independence, 
ethics, the audit committee, internal audit’s relationships (such as 
with management and the external auditors), staffing and training, 
the audit strategy and planning, undertaking of audit work, due 
professional care, reporting and performance, quality and 
effectiveness. These are in turn assessed against many individual 
criteria and are now used as the basis of a self-assessment of the 
Council’s internal audit team. 
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6.2. A self-assessment review was completed in May 2013 and the 
conclusion was that all of the Standards continued to be met. There 
were a few detailed specific areas where improvements are needed, 
including: 

· Arrangements for the seeking of audit assurances for services 
acquired by the Council through partnership arrangements 
(CIPFA standard 1.2.3) 

· The development of the Internal Audit strategy post the failed 
shared service (4.2.2, 7.1.1) 

· Clearer documentation of certain working protocols which apply 
in practice, e.g. communication between Internal Audit and 
elected members (5.6.1) and communication of the results of 
audit quality assurance review (10.4.2). 

6.3. Action to address these was included within the Internal Audit 2013–
14 Action Plan. A further self-assessment review (to include changes 
suggested as part of the ‘new’ Public Sector Internal Audit Standards 
is currently being carried out. 

7. Internal Audit Client Satisfaction Returns 

7.1. Internal Audit’s main method of gauging clients’ views of its work is 
analysis of the satisfaction survey returns issued at the end of each 
audit. These indicate satisfaction levels of over 90% in each of the 
last three years. However, there remains a poor level of response 
from clients (returns in the mid-teens) which means that it is 
unsound to draw firm conclusions from this statistic.  Having said 
that, it is likely that material dissatisfaction with the service would be 
made known in other ways and this has not been the case in the 
present year. 

8. Performance Measures and Statistics 

8.1. The Internal Audit team produces performance measures and 
statistics during the course of the year on a monthly basis, together 
with time analysis showing time spent on individual audit reviews.    

8.2. Key findings of these statistics are:  

· The team continues its endeavours to maintain its performance 
in respect of delivering its annual plan, but has struggled to 
maintain the extent to which individual audits have kept within 
their time budgets. Performance remains below the target of 
70%. One could argue that part of this is for reasons beyond 
Internal Audit’s direct control but that does not alter the need to 
tighten up performance against this measure.   

· Performance in respect of issuing reports has been relatively 
consistent over time.  Around 70% of reports issued in the past 
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three years have been issued within the target of 15 days from 
the end of fieldwork.  Pleasingly, an increasing number of final 
reports have been issued within the 15 day target of the draft 
report over the same period. In line with Internal Audit practice 
such delays are agreed, where possible, with the audit client. 

· The productivity of individual auditors is also measured by the 
number of chargeable days (annualised) per full-time equivalent 
member of staff. This sits below the levels targeted although 
efforts are in hand to improve the level of productivity, which still 
remains below the average (180) for comparable unitary 
authorities. 

9. Comparative Analysis 

9.1. The Internal Audit section is a member of the CIPFA audit 
benchmarking club and compares its performance with that of other 
local authorities.   It is always difficult to draw conclusions from such 
exercises, although the findings appear to confirm that, when 
compared with other similar non-metropolitan unitary authorities:- 

· In 2012-13 audit cost per £m turnover was below average for 
Leicester City Council (£469 compared with average £761).  
This represents a significant reduction on the costs in the 
previous year, however.   

· Net cost per chargeable day is slightly higher than average, 
whereas cost per auditor per year is slightly lower than the 
average (£350/321 and £52k/£56k respectively). 

· Leicester achieved 143 (176 in 2010-11) chargeable days per 
auditor in 2012-13 compared with an average of 173.  The 
benchmark target for 2013/14 remains 180 days per auditor.   

 The CIPFA Audit Benchmarking Club endeavours to ensure that the 
comparisons are made on a like-with-like basis but there is always a 
risk of differences in interpretation by those submitting data.  
However, the benchmarking returns are the best source of 
comparative data available and the financial pressures make 
comparisons of this kind increasingly important. 

10. Review of the Council’s arrangements for preventing and detecting 
fraud and corruption 

10.1. The Council has for many years had a specialist counter-fraud 
function. This has two main elements, a Corporate Counter-Fraud 
Team and a separate Revenues and Benefits Investigations Team.  
Between them, these teams conduct investigations into fraudulent 
activity of all kinds against the City Council. 

10.2. The Corporate Counter-Fraud Team was, until September 2012, part 
of Internal Audit.  However, when the Internal Audit shared service 
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with the County Council was proposed, this team moved and now 
reports to the Head of Revenue and Benefits.  

10.3. The Revenue and Benefits Investigations Team provides a specialist 
investigation service primarily for Housing and Council Tax Benefit 
fraud, working under regulations applicable to the Housing Benefits 
service. This team are also now engaged by the Insurance team to 
help investigate (and prosecute) insurance fraudsters. 

10.4. The Council has an Anti-Fraud, Bribery and Corruption Policy and 
Strategy, which is reviewed and updated when necessary. The latest 
revision was approved by the Audit and Risk Committee at its 
meeting on 7 February 2013, with the latest review almost complete 
and the revised Policy and Strategy coming to this Committee on the 
29 September 2014.     

10.5. The work of the counter-fraud teams is regularly reported to the 
Audit and Risk Committee, usually at its meetings in July and 
December.  The overall context remains a zero-tolerance approach 
to fraud against the Council, with a determination to prevent and 
detect fraud and deal with the culprits accordingly.  In addition to 
direct investigation work, the Corporate Counter-Fraud Team also 
coordinates the City Council’s participation in the National Fraud 
Initiative (NFI), which is a nationwide data-matching exercise. 

10.6. As well as the teams mentioned above, the Council’s Trading 
Standards service conducts investigations into various aspects of 
business malpractice, such as counterfeit goods and sales of 
licenced merchandise to under age children. Though not aimed at 
fraud against the Council, its activities are an important part of the 
Council’s response to fraudulent activity within the City. The 
service’s work is included in the annual counter-fraud reporting to 
the Audit and Risk Committee. 

10.7. Finally, the Council has had a whistle-blowing policy for a number of 
years, to allow members of staff to report concerns or allegations of 
fraud and other malpractice in confidence. Following a number of 
high-profile referrals, which led to significant investigations, the 
policy became part of a wider Disclosure Policy which was brought 
to the Audit and Risk Committee for consideration and approval at its 
meeting on 18 October 2012, with the latest revised version 
scheduled to be presented to this Committee at its meeting on 3 
December 2014. 

11. Review of the Effectiveness of the Audit and Risk Committee 

11.1. In its publication Audit Committees - Practical Guidance for Local 
Authorities, CIPFA provided a self-assessment checklist to assist 
Councils in reviewing the effectiveness of their Audit Committees. 
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11.2. Using this checklist, it is considered that the Audit and Risk 
Committee meets all the requirements for an effective Audit 
Committee.   

11.3. In summary: 

· The Committee meets regularly and its chairmanship and 
membership are sufficiently independent of other functions in the 
Council.  Meetings are conducted constructively, are free and 
open and are not subject to political influences; 

· The Committee’s terms of reference, which were formally 
revised and approved during the year, provide a sufficient 
spread of responsibilities covering internal and external audit, 
risk management and governance; 

· The Committee plays a sufficient role in the management of 
Internal Audit, including approval of the audit plan, review of 
Internal Audit’s performance and the outcomes of audit work and 
management’s response to that; and, 

· The Committee receives reports from KPMG as the Council’s 
external auditor and maintains an overview of the external audit 
process including the fees charged. 

However, 

· It is acknowledged that Committee members need suitable 
training.  Arrangements have been made to provide training on a 
relevant topic at the beginning of every meeting of the 
Committee.  The Committee is subject, of course, to the risk of 
turnover of membership each municipal year, which is an 
inevitable consequence of the political environment in a local 
authority. 

12. Conclusion 

12.1. Drawing all of the above together, it is concluded that Leicester City 
Council has a sufficiently effective system of internal audit for the 
Council to be able to place reliance on its assessment of the system 
of internal control. 
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FORWARD TIMETABLE OF CONSULTATION AND MEETINGS: 

Finance Management Team 12 June 2014 

Corporate Management Board 6 August 2014 

Audit & Risk Committee 30 July 2014 

 _________________________________________________________________________  
 

Internal Audit – 2nd Quarter Operational Plan 2014-15 
 _________________________________________________________________________  

Report of the Director of Finance  

1. Purpose of Report  

1.1. Finance Procedure Rule 7.2.1 states that: 

‘The Head of Audit shall prepare and agree with the Chief Finance Officer an 
Annual Audit Operational Plan which will set out the intended work of Internal 
Audit over the coming year.  The plan shall be based on an objective assessment 
of need arising from an analysis of risk and shall be approved, but not directed, 
by the Audit Committee.’ (sic) 

1.2. The Internal Audit Plan for 2014-15 was prepared on the basis of broad areas of 
audit coverage rather than detailed lists of specific audits.  It was considered by the 
Strategic Management and Operational Boards and was approved by the Audit & 
Risk Committee on 15 April 2014.  It is supplemented by quarterly detailed 
operational plans.   

1.3. In addition, the terms of reference of the Audit & Risk Committee include: 

‘To consider, challenge and approve (but not direct) Internal Audit’s strategy and 
plan and monitor performance on an annual basis.’ 

1.4. This report presents to the Committee the detailed operational audit plan for the 
second quarter of the financial year 2014-15. 

2. Recommendations 

2.1. The Audit & Risk Committee is asked to note the Internal Audit operational plan for 
the second quarter of 2014-15, attached at Appendix A. 

Appendix E
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3. Report 

3.1. Rather than presenting a detailed list of specific audits, the annual audit plan is 
grouped into areas of audit.  The intention is that, given the continuing uncertainties 
the Council currently faces, the audit plan can be readily adjusted to reflect changes 
in risks and priorities while maintaining a sufficiency of audit coverage for each of the 
relevant areas.   

3.2. The generic annual plan is then translated into detailed quarterly plans as the year 
progresses, setting out Internal Audit’s intended work for each forthcoming quarter.  
These plans take into account emerging risks and requests for audit involvement 
alongside seasonal or other external factors that influence the timing of audit work.  
For example, grant certifications audits are determined by the submission deadlines 
of the relevant funding agency. 

3.3. The detailed operational plan for the second quarter (Q2) of 2014-15 is attached at 
Appendix A.  The following are worthy of note: 

a) During Q2, many services and their support functions will be relocating 
because of the need to vacate New Walk Centre.  This includes Internal Audit, 
which is due to move into City Hall.  At the time of writing, the exact 
implications of this are unknown but they will affect the delivery of audit work.  
Internal Audit will agree the timing of each audit review with the service 
management involved.  For this reason and because of other deferrals of work 
previously planned, the Q2 audit plan makes some allowance for completion of 
existing work commitments.   

b) There is no specific provision for main financial systems audits in Q2 
because a major programme of work on these has been undertaken in Q1.  
This was to ensure sufficient coverage of the whole of the financial year 2013-
14 so that the external auditor can place reliance on Internal Audit’s work 
should they wish. 

c) IT audit will seek to assess the controls in place to manage areas of specific 
risk identified in consultation with the Head of Information Assurance.  They 
chiefly concern the migration of data to the new Housing and Property IT 
systems and the security of customer data.  In planning IT audits, Internal 
Audit is mindful of the move in early July of the ICT data centre from New Walk 
Centre to Beaumont Leys. 

d) Establishment audits will concentrate on the assets and inventories in the 
Museums Service, in parallel with the IT audit of the electronic point-of-sale 
system in Museums.  The previously planned audit of the Visit Leicester 
Centre, which recently came under Council control, has been deferred by 
agreement with the client into Q2 to allow management to undertake their own 
assessment of internal control processes before seeking assurance from 
Internal Audit as to their effectiveness.  

e) EMAS (Eco-Management & Audit Scheme) work features prominently in Q2.  
It includes annual audit processes covering the financial year 2013-14 plus an 
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audit of one of the Council’s corporate environmental priorities.   Work 
continues in conjunction with the Council’s Environment Team to develop the 
EMAS audit process.  The aim is to make best use of limited audit resources 
and ensure coverage is directed towards the areas of greatest materiality to 
the Council’s EMAS accreditation. 

f) Q2 includes several grant certification audits in accordance with the 
requirements of the relevant funding agencies. 

g) Finally, a significant outline provision is made for follow-up of previous audit 
recommendations.  Internal Audit has revised the process so as to strengthen 
the independent confirmation that corrective actions have been demonstrably 
made to address identified weaknesses in controls. 

3.4. It should be borne in mind that the quarterly plans refer to audits due to be started.  
Inevitably, they are not all completed within the quarter so there will be residual work 
to complete audits started in previous quarters. 

3.5. In identifying the audits for the quarterly plans, due regard is had to the generic areas 
of audit set out in the annual audit plan and the need to ensure sufficient coverage of 
each by the end of the financial year. 

3.6. The move to quarterly planning is intended to align Internal Audit’s work as closely as 
possible to current priorities and circumstances. Nonetheless, urgent requirements 
may still arise that cannot wait until the next quarterly plan and have to be 
accommodated immediately on the basis of risk to the Council. 

4. FINANCIAL, LEGAL AND OTHER IMPLICATIONS 

4.1. Financial Implications 

 There are no direct financial implications arising from this report.  However, as a 
result of the work carried out there would be an expectation that implementing 
recommendations made by Internal Audit will improve the effectiveness, efficiency 
and economy of service delivery, with potential for consequential reductions in cost 
or improvements in quality.  (Colin Sharpe, Head of Finance, x37 4081) 

4.2. Legal Implications 

The provision of ‘an adequate and effective internal audit’ is a statutory requirement 
under regulation 6 of the Accounts & Audit (England) Regulations 2011.  The whole 
audit process is also intended to give assurance that all the activities audited have in 
place satisfactory arrangements to ensure compliance with relevant law and 
regulation applicable within the scope of the particular audit review.  (Kamal Adatia, 
City Barrister & Head of Standards, x37 1401)  

4.3. Climate Change Implications 

Other than its references to the Eco-Management and Audit Scheme (EMAS), this 
report does not contain any significant climate change implications and therefore 
should not have a detrimental effect on the Council’s climate change targets.  
(Duncan Bell, Senior Environmental Consultant, Environment Team, x37 2249) 
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5. Other Implications 

Other Implications Yes/No Paragraph/References within the Report 

Equal Opportunities No  

Policy No  

Sustainable and 
Environmental 

Yes 3.3(e) and Appendix 1: EMAS. 

Crime and Disorder Yes Whole report and particularly 3.3(c) and Appendix 
1: IT audit.  

Part of the purpose of Internal Audit is to give 
assurance on the controls in place to prevent fraud 
and other irregularity such as breach of data 
security. 

Human Rights Act No  

Elderly/People on 
Low Income 

No  

0Corporate 
Parenting 

No  

Health Inequalities Impact No  

Risk Management Yes The whole report concerns the Internal Audit 
process, a main purpose of which is to give 
assurance to Directors and the Audit & Risk 
Committee that risks are being managed 
appropriately by the business. 

6. Background Papers – Local Government Act 1972 

6.1. Files held by Internal Audit. 

7. Consultations 

7.1. The quarterly audit plans are prepared in consultation with the Finance Management 
Team (which includes all Heads of Finance) and all Directors via the Corporate 
Management Board. 

8. Report Author 

8.1. Steve Jones, Audit Manager, Internal Audit, Financial Services, x37 1622 (0116 454 
1622). Steve.jones@leicester.gov.uk 
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Set out below are the individual audits expected to be started in the first quarter of 2014-15.   

This is subject to: 

· Client or process availability and readiness for audit 

· Internal Audit resources 

· Urgent commissioned work. 

 

Audit Lead Department 

and Division 

Audit area Planned 

days 

Scope Notes 

Open Housing IT 

system - data 

migration 

Corporate Resources 

(Information & 

Customer Access) 

IT audit 10 Assurance to management that 

data migrated from old Open 

Housing (Capita) system to the 

new OH (Northgate) system is 

transferred accurately and 

completely. 

This audit was included in the Q1 

plan at which time the go-live date 

for the system was to be 1 April 

2014. Internal Audit later learned 

the go-live date is October 2014, 

making the timing for this audit 

better suited to Q2. 

Customer Data 

Integration (CDI)  

Corporate Resources 

(Information & 

Customer Access) 

IT audit 10 The aim of CDI is to gather 

information from across the 

organisation to present a true 

consistent, accurate, single view 

of data held about the Council’s 

customers.   The security and 

robustness of this major data-

handling process are crucial to 

manage the major risks involved. 

Ongoing throughout the year.  

Concerto 

(Property and 

Asset 

Management 

System) 

City Development & 

Neighbourhoods 

(Property) 

IT audit 10 Concerto is a replacement system 

for PAMIS (the property and asset 

management system). Assurance 

to management that data 

migrated from PAMIS to Concerto 

is transferred accurately and 

completely. 
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Audit Lead Department 

and Division 

Audit area Planned 

days 

Scope Notes 

Museums EPOS City Development & 

Neighbourhoods 

(Cultural & 

Neighbourhood 

Services) 

IT audit 10 The review will test the EPOS 

(electronic point-of-sale) controls 

to ensure data accuracy and 

confidentiality.  

 

Museums Assets 

& Inventories 

City Development & 

Neighbourhoods 

(Cultural & 

Neighbourhood 

Services) 

Cash audits and 

establishments 

20 Review of the completeness and 

accuracy of the Museums 

inventory. 

Work by the Risk Management & 

Insurance Team has identified 

significant discrepancies in 

valuations of the museum inventory. 

(Audit deferred from 2013-14 at 

client request.) 

Visit Leicester 

Centre 

City Development & 

Neighbourhoods 

(City Centre) 

Cash audits and 

establishments 

10 Review of the cash handling and 

related financial procedures, 

including sales stock and 

reconciliation procedures. 

The Visit Leicester Centre 

transferred to direct City Council 

responsibility on 1 April 2014.  This 

audit has been rescheduled by 

agreement with the Head of Finance. 

Corporate 

Governance – 

Annual 

Governance 

Statement 

Corporate Resources 

(City Barrister & 

Head of Standards) 

Corporate 

governance 

2 The assurance processes in place 

to determine compliance with 

the Council’s Local Code of 

Corporate Governance and do so 

in a way that balances 

administrative efficiency with a 

robust and reliable assessment.   

 

This work follows the annual review 

of the Council’s assurance 

framework.  It is intended to 

contribute towards the preparation 

of the Annual Governance 

Statement, which will be the main 

output from this work and will be 

presented in due course to the Audit 

& Risk Committee. 
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Audit Lead Department 

and Division 

Audit area Planned 

days 

Scope Notes 

EMAS 

Level 2:  Street 

Cleanliness 

 

City Development & 

Neighbourhoods 

(Property) 

Environmental 

Audit 

20 Audit of the environmental data 

collection process for corporate 

environmental priority ‘Objective 

6:  Improve the environmental 

quality of public streets and 

footways’. 

Audit of the Council’s approach 

to managing street cleanliness 

including complaints handling 

and compliance with relevant 

environmental legislation. 

Following the corporate review of 

EMAS, the role of Internal Audit has 

been revised.  Internal Audit will 

carry out audits on specific 

environmental themes, whereas 

Corporate Health & Safety (H&S) will 

undertake the site-specific EMAS 

audit work alongside their 

programme of H&S inspections. 

 

EMAS 

Level 4:  Audit of 

draft Interim 

Environmental 

Statement 2013-

14 

City Development & 

Neighbourhoods 

(Property) 

Environmental 

Audit 

5 Independent review of the draft 

interim environmental statement. 

The published environmental 

statement is a central component of 

the Council’s public accountability 

for its environmental stewardship. 

EMAS Audit 

Annual Report for 

2013-14 

City Development & 

Neighbourhoods 

(Property) 

Environmental 

Audit 

3 Review of 2013-14 EMAS audit 

findings.  

This report will feed into the annual 

EMAS Management Review report 

(prepared by the Environment Team 

for presentation to the Executive).  

Teachers’ Pension 

Return  

Corporate Resources 

(Financial Services)  

Grant 

Certification  

10  Certification of return in line with 

the guidelines provided  

Internal Audit preliminary work, 

prior to final sign-off by external 

auditor.  

NNDR Return (if 

internal audit 

certificate 

required) 

Corporate Resources 

(Financial Services) 

Grant 

Certification 

10 Certification of return in line with 

the guidelines provided; details 

are awaited from DCLG. 
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Audit Lead Department 

and Division 

Audit area Planned 

days 

Scope Notes 

Local Transport 

Plan  

(Specific grant 

2013/14: No. 

31/2150) 

 

City Development & 

Neighbourhoods 

(Planning, 

Transportation & 

Economic 

Development) 

Grant 

Certification 

8 Certification in line with grant 

determination.  

To give independent confirmation on 

the appropriate use of Local 

Transport Capital Block funding. 

Grant certification submission 

deadline 30
 
September 2014. 

Local Pinch Points 

Fund (LPPF)  

(Specific grants 

2013/14: Nos. 

31/2183 and 

31/2274) 

City Development & 

Neighbourhoods 

(Planning, 

Transportation & 

Economic 

Development) 

Grant 

certification 

12 The 2013-14 LPPF grant claim in 

line with the Department for 

Transport (DfT) certification 

guidelines. 

To give independent confirmation on 

the appropriate use of Local Pinch 

Point funding.  Grant certification 

submission deadline 30 September 

2014. 

 

Additional 

Highways 

Maintenance 

Funding.  

(Specific grant 

2013/14: No. 

31/2163) 

City Development & 

Neighbourhoods 

(Planning, 

Transportation & 

Economic 

Development) 

Grant 

certification 

3 Certification in line with grant 

determination.  

To give independent confirmation on 

the appropriate use of the Additional 

Highways Maintenance funding.  

Grant certification submission 

deadline 30 September 2014. 

 

 

Leaseholder 

Reserve Funds 

Housing Certification 15 Leaseholder charges certification 

to ensure compliance with the 

relevant guidelines.  

Includes follow-up of previous 

audit recommendations. 

Independent annual certification 

required under the leaseholder 

scheme for right-to-buy properties.  
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Audit Lead Department 

and Division 

Audit area Planned 

days 

Scope Notes 

Service charges City Development & 

Neighbourhoods 

(Property) 

Certification 5 Independent audit of service 

charges paid by a commercial 

lessee for the year ending 31 

March 2014.  

Under the lease agreement there is 

requirement for the services charges 

recharged by the Council to be 

independently audited.  Internal 

Audit has been requested to carry 

out this audit, having provided this 

service in previous years. 

Follow-up audits Various Follow-up 

audits 

100 Evidence-based follow-up of past 

audit recommendations to assess 

progress made in 

implementation. 

Audit recommendations are agreed 

with service management in order to 

strengthen the controls in operation 

to protect the Council’s interests.  

This work is intended to ensure that 

agreed actions are demonstrably put 

into effect. 

The provisional allocation is high 

because of the need to clear a 

significant number of audits 

completed over the past year and 

the more detailed methodology.  

Experience gained will inform 

planning of future follow-up audits. 

  TOTAL 263   
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 WARDS AFFECTED 
 All 
 
 
 
 

 
FORWARD TIMETABLE OF CONSULTATION AND MEETINGS: 
 

Audit & Risk Committee 30 July 2014 

 _________________________________________________________________________  

Review of the Internal Audit Charter 
 _________________________________________________________________________  

Report of the Director of Finance 

1. Purpose of Report  

1.1. To seek the Committee’s approval of amendments to the Internal Audit Charter. 

2. Recommendations 

2.1. The Committee is recommended to approve the revised Internal Audit Charter and 
agree that it accurately reflects the terms of reference of the Internal Audit service 
(Appendix 1).  

3. Summary 

3.1.1. Partly as good practice and partly in fulfilment of regulatory requirements, the City 
Council has in place a formally approved Internal Audit Charter and professional 
standards for Internal Audit.  The professional standards1 require the preparation of an 
Internal Audit Charter and set out the essential requirements.  

3.1.2. The Internal Audit Charter has been updated and now needs the approval of the Audit 
& Risk Committee.  

4. Report 

4.1. Revision of Internal Audit Charter 

4.1.1. For a number of years, the City Council has had in place a formally approved Internal 
Audit Charter.  This sets out the terms of reference for the Council’s Internal Audit 
service.  The current version was approved by the Audit & Risk Committee at its 
meeting on 9 April 2013.   

                                            
1
 The Public Sector Internal Audit Standards, issued by the Chartered Institute of Public Finance and 

Accountancy (CIPFA) and effective from 1 April 2013. 
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4.1.2. The purpose is to specify the responsibilities and objectives of Internal Audit, its 
position within the organisation, its scope, rights of access and reporting requirements 
and the prioritisation of audit work based on risk.  In this way, the Council seeks to 
demonstrate its compliance with the requirement under Regulation 6(1) of the 
Accounts and Audit (England) Regulations, which requires that the Council: 

…undertake an adequate and effective internal audit of its accounting records and of 
its system of internal control in accordance with the proper practices in relation to 
internal control.' 

4.1.3. The Internal Audit Charter is subject to annual review and has been revised to take 
account of the requirements of the Public Sector Internal Audit Standards.  These 
came into effect on 1 April 2013 and have been formally adopted by the Committee as 
the professional standards to which the Council’s Internal Audit service shall operate.  
There are detailed attribute standards including the purpose, authority, independence, 
proficiency and quality of internal audit.  The revised Internal Audit Charter has been 
reviewed against these where relevant and incorporates the necessary provisions. 

4.1.4. The revised Internal Audit Charter is set out in full in Appendix 1 with the changes from 
the previous version underlined.  The Committee is asked to approve this revised 
Charter. 

5. FINANCIAL, LEGAL AND OTHER IMPLICATIONS 

5.1. Financial Implications 

An adequate and effective system of internal audit is a central component in the 
processes intended to help ensure that the Council operates efficiently, cost effectively 
and with integrity.  An effective internal audit function is a key means by which the 
Director of Finance discharges her responsibilities under s151 of the Local 
Government Finance Act 1972 (see below).  Such arrangements are intended to help 
the Council as it faces the financially challenging times ahead. 

Colin Sharpe, Head of Finance, x37 4081 

5.2. Legal Implications 

Internal Audit’s work promotes sound financial management and legal compliance in all 
areas subject to review.  It is a significant component of the requirements placed upon 
the Council for ‘the proper administration of its financial affairs’ by s151 of the Local 
Government Act 1972 as well as the specific requirements for internal audit under the 
Accounts and Audit (England) Regulations 2011. 

Kamal Adatia, City Barrister & Head of Standards, x37 1401 

5.3. Climate Change Implications 

This report does not contain any significant climate change implications and therefore 
should not have a detrimental effect on the Council’s climate change targets. 

Duncan Bell, Senior Environmental Consultant, Environment Team, x37 2249 
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6. Other Implications 

OTHER IMPLICATIONS YES/NO 
Paragraph/References 

Within the Report 

Equal Opportunities No  

Policy No  

Sustainable and Environmental No  

Crime and Disorder No  

Human Rights Act No  

Elderly/People on Low Income No  

Corporate Parenting No  

Health Inequalities Impact No  

Risk Management Yes The whole report concerns the Council’s 
governance and assurance processes, a main 
purpose of which is to give assurance to 
Directors, the Council and this Committee that 
risks are being managed appropriately by the 
business.  This includes the risks of fraud and 
financial irregularity. 

7. Background Papers – Local Government Act 1972 

7.1. Files held by Internal Audit. 

8. Consultations 

8.1. Via the Corporate Management Board and the Finance Management Team, all 
Directors and Heads of Finance have been consulted in the preparation of this report. 

9. Report Author 

Steve Jones, Audit Manager, Financial Services, x37 1622 
steve.jones@leicester.gov.uk  
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Internal Audit Charter 
 
 
 
 
 

 

Internal Audit is an independent appraisal function established for the review of the internal 
control system as a service to the City Council.  It objectively examines, evaluates and reports 
on the adequacy of the control environment as a contribution to the proper, economic, 
efficient and effective use of resources and the management of risk. 

The Council has determined that the Director of Finance shall be the officer nominated under 
Section 151 of the Local Government Act 1972 to have responsibility for the proper 
administration of its (the Council’s) financial affairs.  

Provision of an adequate and effective Internal Audit is the responsibility of the Council under 
Regulation 6 of the Accounts and Audit Regulations 2011.  This function has been delegated 
to the Director of Finance, who shall provide an Internal Audit service to the City Council in 
accordance with statutory requirements and professional standards.  This latter requirement 
is met by virtue of compliance with the Public Sector Internal Audit Standards, issued by 
jointly by CIPFA1 and the IIA2 in 2013.  These incorporate a definition of internal auditing and 
a code of ethics as well as attribute and performance standards. 

Definition of Internal Audit  

Leicester City Council has adopted the definition of Internal Audit as given in the Public 
Sector Internal Audit Standards: 

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

Responsibilities of Internal Audit  

Internal Audit’s responsibility is to report to the Council on its assessment of the adequacy of 
the entire control environment, through the Audit & Risk Committee and the Executive.  

It does this by:  

· Providing assurance to the Council and its management on the quality of the Council’s 
operations, whether delivered internally or externally, with particular emphasis on 
systems of risk management, resource control and governance. 

                                            
1
 Chartered Institute of Public Finance & Accountancy 

2
 Chartered Institute of Internal Auditors 
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· Providing equivalent assurances where necessary to relevant interested parties external 
to the Council, including the external auditor and funding agencies.  

· Through Internal Audit, the Corporate Counter-Fraud Team and the Revenue & Benefits 
Investigations Team, the prevention, detection and investigation of fraud are addressed.  
(The current Council procedures around the management of the risk of fraud are under 
review). 

· Providing consultancy and advice on the setting up and monitoring of internal controls 
throughout the City Council and external organisations providing services on behalf of 
the City Council with the aim of improving economy, efficiency and effectiveness, 
managing risk and reducing the potential for fraud. 

· Providing advice to the Council on those of its activities where there is felt to be 
exposure to significant financial, strategic, reputational and operational risk to the 
achievement of its (the Council’s) objectives. 

In addition: 

· Through Internal Audit, the Corporate Counter-Fraud Team and the Revenue & Benefits 
Investigations Team, the prevention, detection and investigation of fraud are addressed.   

Internal Audit will do this in accordance with: 

· Relevant codes of ethics, standards and guidelines issued by the professional institutes 
and the Relevant Internal Audit Standard Setters (RIASS)3; this refers to the Public 
Sector Internal Audit Standards 

· The City Council’s Constitution and other relevant corporate standards and policies 

· Its own Audit Manual and other internal standards, which will be adhered to by all its 
staff, partners and agents.  These include requirements for recording of audit work and 
evidence to support audit conclusions. 

· The Internal and External Audit Joint Protocol Working Arrangements, or equivalent, as 
agreed from time to time with the Council’s external auditor. 

Internal Audit will consult with the Council’s external auditor and with other relevant 
inspectorates and review bodies in order to coordinate effort and avoid duplication. 

In addition, Internal Audit procedures are designed to ensure that all statutory and 
professional standards governing confidentiality of information are observed at all times. 

Objectives of Internal Audit  

As part of the City Council’s system of corporate governance and in support of the Council’s 
designated monitoring officer, Internal Audit’s purpose is to support the Council in its activities 
designed to meet its declared objectives and to do so: 

· As a contribution to the Council’s management of risk 

                                            
3
 The RIASS include HM Treasury, the Department of Health, CIPFA and agencies of the Northern Ireland, 

Scottish and Welsh governments. 
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· As a contribution to the development and implementation of the Council’s policies and 
procedures 

· In compliance with the Council’s values 

· As an aid to ensuring that the Council and its members, managers and officers are 
operating within the law and prevailing relevant regulations 

· As a contribution towards ensuring that financial statements and other published 
information are accurate and reliable 

· In support of the Council in its management of human, financial and other resources in 
an efficient and effective manner 

· In support of the Council in meeting its social, environmental and community priorities 

· As a contribution towards establishing and maintaining a culture of honesty, integrity, 
openness, accountability and transparency throughout the Council in all its activities and 
transactions. 

Position of Internal Audit within the Organisation 

Senior management 

Internal Audit reports to the Director of Finance.  However, the Head of Internal Audit & Risk 
Management has the right to report directly to the Chief Operating Officer, the City Mayor or 
the Council (through the Audit & Risk Committee or the Executive) if, in the opinion of the 
Head of Internal Audit & Risk Management there are matters of concern that could place the 
Council in a position where the risks it faces are unacceptable. 

‘The Board’ 

The Public Sector Internal Audit Standards identify that Internal Audit has a responsibility to 
the organisation’s ‘board’.  This is defined in the Standards as:  

The highest level of governing body charged with the responsibility to direct and/or oversee 
the activities and management of the organisation. Typically, this includes an independent 
group of directors (e.g. a board of directors, a supervisory board or a board of governors or 
trustees).  If such a group does not exist, the ‘board’ may refer to the head of the 
organisation.  ‘Board’ may refer to an audit committee to which the governing body has 
delegated certain functions.     

The Council has delegated this function to the Audit & Risk Committee for the purposes of 
overseeing the Council’s arrangements for audit, risk and the corporate governance 
assurance framework.  The terms of reference of the Audit & Risk Committee include their 
responsibilities under the audit framework including internal audit. 

Status of Internal Audit 

Internal Audit is an independent review activity.  It is not an extension of, or a substitute for, 
the functions of line management and must remain free from any undue influence or other 
pressure affecting its actions and reporting. 
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At all times, management’s responsibilities include: 

· Maintaining proper internal controls in all processes for which they have responsibility. 

· Co-operating fully with Internal Audit and ensuring that Internal Audit can properly fulfil 
their role.  To that end, there is an agreed protocol for escalating unresolved disputes. 

· The prevention, detection and resolution of fraud and irregularities. 

· Considering and acting upon Internal Audit findings and recommendations or accepting 
responsibility for any resultant risk from not doing so. 

In addition, Internal Audit:  

· Has no executive responsibility, thus protecting its independence of reporting and action.  

· Reserves to itself the right to determine its own work plans and priorities, which it will do 
in full compliance with recognised professional standards.   Whilst Internal Audit will 
respond to requests for specially commissioned assistance, this is always subject to its 
existing commitments and the respective levels of identified risk.   

· Will prepare annually, for the endorsement and agreement of the Audit & Risk 
Committee, an operational plan of the activities and areas that are to be covered by its 
work.  This in turn will be based on a strategic audit risk assessment and prioritisation of 
key business, operational, management and financial risks.   

Scope of Internal Audit activity 

Internal Audit shall review, appraise and report upon:  

· The effectiveness of all controls and other arrangements put in place to manage risk 

· The completeness, reliability and integrity of information, both financial and operational 

· The systems established to ensure compliance with policies, plans, procedures, laws 
and regulations whether established by the Council or externally 

· The effectiveness of arrangements for safeguarding the Council’s assets and interests 

· The economy, efficiency and effectiveness with which resources are deployed 

· The extent to which operations are being carried out as planned and objectives and 
goals are met. 

Internal Audit’s work covers: 

· All City Council activities, systems, processes, controls, policies, and protocols 

· All City Council departments, cost centres and other business units and establishments 

· All services and other activities for which the City Council is responsible or accountable, 
whether delivered directly or by third parties through contracts, partnerships or other 
arrangements. 

In addition: 

· Where Internal Audit provides advice on the setting up of controls, it will do so as a 
consultant and the provision of such advice does not prejudice the right of Internal Audit 
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subsequently to review, comment on and make recommendations on the relevant 
systems or controls in appropriate circumstances. 

· The provision of an investigations service to support management in fulfilling its 
responsibilities to prevent, detect and resolve fraud, bribery, corruption and other 
irregularities is the responsibility of Internal Audit, the Corporate Counter-Fraud Team 
and the Revenues & Benefits Investigations Team (although these latter roles are 
currently under review).   

Rights of Access  

For the purposes of carrying out Internal Audit’s responsibilities, internal auditors shall: 

· Have access at all times to any City Council premises and property 

· Have access to all data, records, documents and correspondence relating to any 
financial or any other activity of the City Council 

· Have access to any assets of the City Council 

· Be able to require from any member, employee, agent, partner, contractor or other 
person engaged on City Council business, any information and explanation considered 
necessary to allow it to properly fulfil its responsibilities. 

These rights of access include access to relevant records (whether electronic or otherwise) 
held by service providers.  They apply to Council services provided under contracts and 
partnership arrangements of all kinds including joint, shared and pooled arrangements.  This 
right of access shall be incorporated within all relevant contract or service agreement 
documents involving City Council services provided other than internally.  It applies to all 
internal auditors legitimately engaged on Leicester City Council Internal Audit business, 
whether they are employees of Internal Audit or are provided under an authorised agency or 
other contract or partnership. 

Where services subject to audit are provided to the Council through partnership 
arrangements, the Head of Internal Audit & Risk Management shall decide, in consultation 
with all parties, the extent to which reliance shall be placed on assurances provided on behalf 
of partner organisations or their internal auditors.  Where appropriate, adequate access rights 
will be agreed if it is determined that Internal Audit should conduct its own work to derive 
relevant assurances rather than rely on other parties. 

Internal Audit will safeguard all information obtained in the carrying out of its duties and will 
only use it for the purposes of an audit or investigation.  Internal Audit will make no disclosure 
of any information held unless this is authorised or there is a legal or professional requirement 
to do so. 

Reporting 

Internal Audit:  

· Reports on its work and makes recommendations addressed to the relevant Director 
and such other levels of management as need to know and are capable of ensuring that 
appropriate action is taken. 
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· Will report as required on the results of its work (including progress made in delivering 
the agreed Audit Plan) to the Director of Finance and the Audit & Risk Committee.  This 
will include an annual report, which will contain the annual audit opinion on the 
effectiveness of the City Council’s internal control environment.   This annual report will 
also be the basis of an annual review of the effectiveness of the system of internal audit 
as required of the Council by the Accounts and Audit Regulations.  

· Accepts that its responsibility does not cease at the point where a report is issued and 
will take reasonable action to ensure that recommendations are implemented, having 
due regard to the duty of the Director of Finance to ensure the Council has efficient 
arrangements for managing its financial systems. 

· Will agree suitable performance measures from time to time with the Director of Finance 
to evaluate its performance and will maintain and publish information accordingly. 

· Will make available, as requested, to members of the Audit & Risk Committee its final 
reports on audits and investigations (except where these make specific reference to 
disciplinary or legal matters concerning named individuals).  The Director of Finance
may stipulate that reports are to be treated in confidence. 

The work of Internal Audit (including its opinion on the control environment) shall contribute to 
the Council’s review of its system of internal control as required by the Accounts and Audit 
Regulations 2011. 

Audit Resources and Work Prioritisation 

The annual audit plan as agreed by the Audit & Risk Committee shall be the main 
determinant of the relative priority to be placed on each part of the work of Internal Audit.  The 
Head of Internal Audit & Risk Management shall determine the actual deployment of available 
resources and shall do so within the framework of risk prioritisation used to draw up the 
strategic audit risk assessment.   

The plan will have within it provision of resources to address unplanned work.  This 
contingency shall be directed towards unplanned work including consultancy engagements 
and covering other unforeseen variations in the level of resources available to Internal Audit, 
such as staff vacancies.   

The Head of Internal Audit & Risk Management shall determine the resources needed, 
including the skills required, to deliver the audit plan.  In the event that the audit risk 
assessment identifies a need for a greater degree of audit work than there are resources 
available, the Head of Internal Audit & Risk Management will identify the shortfall in the 
annual Internal Audit Plan and initially advise the Director of Finance, followed by the Audit & 
Risk Committee as needed.  It shall be for the Audit & Risk Committee to decide whether to 
accept the risks associated with the non-delivery of such audit work or to recommend to the 
Council that it requires the Director of Finance to identify additional resources.  

Approval 

The Charter was reported to and approved by the Audit & Risk Committee at its meeting on 
9th April 2013 30 July 2014 and shall be subject to regular review by the Director of Finance 
and the Audit & Risk Committee. 
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