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Minutes of a meeting of the Corporate Governance Committee held at County Hall, 
Glenfield on Monday, 2 September 2013.  
 

PRESENT 
 

Mr. E. D. Snartt CC (in the Chair) 
 

Mr. G. A. Boulter CC 
Mr. S. J. Hampson CC 
Mr. G. A. Hart CC 
 

Mr. K. W. P. Lynch CC 
Mr. R. J. Shepherd CC 
Mr. L. Spence CC 
 

 
 

20. Minutes.  
 
The minutes of the meeting held on 14 June 2013 were taken as read, confirmed and 
signed.  
 

21. Question Time.  
 
The Chief Executive reported that no questions had been received under Standing Order 
35. 
 

22. Questions asked by members.  
 
The Chief Executive reported that no questions had been received under Standing Order 
7(3) and 7(5). 
 

23. Urgent Items.  
 
There were no urgent items for consideration. 
 

24. Declarations of interest.  
 
The Chairman invited members who wished to do so to declare any interest in respect of 
items on the agenda for the meeting. 
 
No declarations were made. 
 

25. Local Government Governance Review.  
 
The Committee considered a report of the Director of Corporate Resources, the purpose 
of which was to introduce a presentation by Grant Thornton LLP, one of the leading 
organisations providing independent assurance, tax and advisory services, which 
highlighted key areas for discussion arising from their 2013 national Local Government 
Corporate Governance Review, as well as drawing attention to how this had been used 
to implement improvements for the County Council’s Annual Governance Statement for 
2012/13.  A copy of the report and the presentation slides are filed with these minutes. 
 
The Chairman welcomed Mr Phil Jones of Grant Thornton LLP to the meeting. 
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Arising from the discussion, the following points were made: 
 

• The assessment of the County Council’s Annual Governance Statement 
benchmarking position in 2011/12 and 2012/13 had been a useful exercise and 
resulted in significant improvements being made.  The exercise would be carried 
out again for 2013/14 to monitor progress and ensure further developments were 
made where possible; 

• The County Council’s Statement was longer than in previous years as it was now 
more comprehensive, but it had also been set out in a structured and more 
useable format.  It was also supported by systems and processes which ensured 
that, in practice, governance issues identified were actioned effectively and 
monitored by the Committee throughout the year; 

• An emerging issue identified nationally related to the need to control the growing 
number of joint working arrangements and arm’s length agreements being put in 
place, as local authorities increasingly worked in partnership with other key 
stakeholders and procured more services from external providers.  It would be 
important to ensure that transparency was maintained across those arrangements; 

• Data sharing was a significant issue. Increased joint working needed to be 
supported by the sharing of information necessary to allow those involved to work 
effectively.  However, balancing this against the need to ensure information 
security and ensuring staff were not able to access personal data they did not 
require to fulfil their duties was challenging.  This was an issue identified in the 
County Council’s Annual Governance Statement and an Action Plan had been put 
in place to ensure this was managed correctly; controls implemented would be 
monitored to ensure these remained effective. 

 
RESOLVED: 
 
That the contents of the report and presentation be noted. 
 

26. Code of Conduct for Co-opted Members of the Health and Wellbeing Board.  
 
The Committee considered a report from the County Solicitor, the purpose of which was 
to present for approval the proposed Code of Conduct for co-opted members of the 
Health and Wellbeing Board which was to be introduced to ensure the effective 
governance of the Board.  A copy of the report is filed with these minutes. 
 
Arising from discussion, the following points were noted: 
 

• The Health and Wellbeing Board was a unique body in terms of its membership, 
as the law required several officers to be co-opted members on the Board.  It was 
necessary for such officers to follow a Code which was, in principle, the same as 
that which applied to Members.  However, it was also important to acknowledge 
the role such officers had on the Board (i.e. they were appointed to the Board to 
represent their organisation) and ensure that the Code did not work to prevent this; 

• In the section of the Code that related to Disclosable Pecuniary Interests, a clear 
distinction had been drawn between those matters which might be the subject of 
debate and affected the organisation the officer represented, from those which 
affected the officer personally.  The Committee agreed that to apply the Code 
more strictly would result in the Board being unable to function.  
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RESOLVED: 
 
That the County Council be recommended to approve the proposed Code of Conduct for 
co-opted members of the Health and Wellbeing Board. 
 

27. Annual Report on the Operation of the Members' Code of Conduct 2012/13.  
 
The Committee considered a report of the County Solicitor, the purpose of which was to 
fulfil the requirement for the Monitoring Officer to report to the Committee on an annual 
basis on the operation of the Members’ Code of Conduct, in accordance with the decision 
of the Committee on 24 September 2012.  The report also set out the actions taken to 
implement the adoption of a new Code of Conduct from 4 July 2012, to move towards a 
Code which might be adopted by District Councils across Leicestershire and the 
arrangements for training of members.  A copy of the report is filed with these minutes. 
 
It was noted that a significant amount of work had been undertaken to develop a new 
standards regime for members of the County Council and to introduce a common Code 
with District Council’s across Leicestershire.  
 
In response to questions regarding the payment of outstanding invoices by Mr Parsons, 
the former Leader of the County Council, the following information was reported: 
 

i. Invoice relating to travel expenses for Committee of the Region business 
(£4,089.84) – Following negotiations with Mr Parsons’ solicitors agreement had 
been reached for the payment of a reduced sum by instalments.  Payment was 
due on 1st September and confirmation of whether funds had been received would 
be obtained shortly; 

ii. Invoices for the early termination of Mr Parsons’ lease car (£752) – £252 had been 
paid on 1st August.  The remainder was to be paid by two instalments of £250 and 
the first such payment was due on 1st September.  Confirmation of whether such 
funds had been received would be obtained shortly; 

iii. An invoice for the additional 29 journeys had been raised.  At the last meeting it 
had been reported that such costs were estimated to be in the region of £3,500.  
However, these had now been calculated to total £3,670.66.  Two reminders had 
been sent requesting payment of this sum but no response had been received to 
date.  A third and final reminder would be sent shortly.  If still no agreement was 
reached, or payment made, the matter would be passed to the County Council’s 
legal section for further action; 

iv. A further invoice in the sum of £157 had been raised on 30 August 2013 regarding 
the lease car.  Payment was awaited. 

 
It was suggested that further updates should be provided to the Committee in respect of 
the above outstanding invoices, as appropriate, until the matter had been resolved. 
 
RESOLVED: 
 

(a) That the contents of the report be noted; 
 

(b) That further updates on the progress being made to recover the payment of all 
outstanding invoices from Mr Parson, the former Leader of the County Council, be 
provided to the Committee as appropriate. 
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28. Ombudsman Annual Review and Corporate Complaint Handling.  
 
The Committee considered a report of the County Solicitor, the purpose of which was to 
inform Member of the Ombudsman Annual Review letter for the Authority for 2012/13 and 
to provide Members with an update on improvements to the Corporate Complaints 
Procedures and effective complaints handling.  A copy of the report is filed with these 
minutes. 
 
Arising from discussion, the following points were noted: 
 

• Benchmarking information had not been supplied by the Ombudsman this year, 
but more detailed information would be included within next year’s letter.  It was 
suggested that without such information a true assessment of the County 
Council’s complaint handling procedures could not be made and such information, 
particularly around any maladministration cases which involved the County 
Council, was necessary to ensure that improvements could be made for the future; 

• Changes had been made to the processes and framework adopted with 
contractors who provided services on the Council’s behalf in light of the 
compensation payment of £6,000 made by the County Council as the responsible 
body for Adult Social Care services.  The Ombudsman accepted that the County 
Council had no direct fault in the matter concerned as the service had been 
provided by a third party; 

• The number of commendations had increased, but this was largely due to changes 
having been made to ensure these were captured and recorded more effectively.  
It was important to learn which areas were working well, as well as to learn from 
those areas giving rise to complaints; 

• Commendations related to unsolicited feedback from external people and 
organisations.  A simple thank you or a compliment from someone else from within 
the organisation would not be recorded as a commendation.  

 
RESOLVED: 
 

(a) That the contents of the report be noted; 
 

(b) That feedback be provided to the Ombudsman regarding the need for more 
detailed information in future Annual Report’s. 

 
29. Risk Management update.  

 
The Committee considered a report of the Director of Corporate Resources on progress 
with current risk management initiatives, covering the Corporate Risk Register, an update 
on Departmental Risk Registers and details of further risk management work and anti-
fraud initiatives being undertaken.  A copy of the report is filed with these minutes. 
 
The Committee also received a presentation on the risks associated with the Welfare 
Reform Act.  A copy of the presentation slides is filed with these minutes. 
 
Arising from the presentation, the Committee noted the significant implications the 
reforms could have on the County Council and the need to ensure additional resources 
were raised to meet the expected costs. 
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It was noted that there was a single scheme in Leicestershire to deliver the replacement 
to the Social Fund and work continued to be undertaken with the Districts to co-ordinate 
these arrangements. 
 
A brochure would be produced and circulated to officers within the Adults and 
Communities and Children and Young People’s Service Departments in October.  This 
would include details of the reforms being made and identify useful points of contact to 
enable officers to more easily help and support residents through the changes. 
 
RESOLVED: 
 

(a) That the updated Corporate Risk Register be approved; 
 

(b) That the contents of the presentation on the risks associated with the Welfare 
Reform Act be noted and the Director of Corporate Resources be requested to 
provide a further update on this risk area within the overall financial context of the 
Medium Term Financial Strategy once this has been agreed next year;  
 

(c) That the current status of the strategic risks facing the Council be noted; 
 

(d) That the initiatives to improve the Councils acknowledgement, prevention and 
pursuit of fraud be supported. 

 
30. Quarterly Treasury Management Report.  

 
The Committee considered a report of the Director of Corporate Resources, which 
provided an update on the actions taken in respect of treasury management in the 
quarter ended 30 June 2013.  A copy of the report is filed with these minutes. 
 
RESOLVED: 
 
That the contents of the report be noted. 
 

31. Date of next meeting.  
 
It was noted that the next meeting of the Committee would be held on Monday, 23 
September 2013 at 10.00am. 
 
 

10.00  - 11.40 am CHAIRMAN 
02 September 2013 
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CORPORATE GOVERNANCE COMMITTEE – 23 SEPTEMBER 2013 
 

REPORT OF THE DIRECTOR OF CORPORATE RESOURCES 
 

EXTERNAL AUDIT OF THE 2012/13 STATEMENT OF ACCOUNTS & 
ANNUAL GOVERNANCE STATEMENT 

 
 
Purpose of Report 
 
1. To report the key findings from the external audit of the 2012/13 financial statements. 
 
Background 
 
2. PricewaterhouseCoopers (PwC), the County Council’s external auditor, are required to 

communicate the results of the 2012/13 audit of the Council’s financial statements to 
those charged with governance prior to certifying the statement of accounts.  The draft 
2012/13 Statement of Accounts and Annual Governance Statement (AGS) can be 
viewed on the Council’s website via the following link:-  
 
http://www.leics.gov.uk/index/your_council/budget/statement_of_accounts.htm 

 
3. A copy of the auditor’s report and the draft letter of representation are attached as an 

Appendix to this report. The auditor anticipates issuing an unqualified audit opinion.  
 
4. Richard Bacon, the PwC audit partner, responsible for the County Council audit will 

attend the Committee meeting on 23 September to communicate any significant 
findings and answer any questions. 

 
Recommendation 
 
5. The Committee is asked to consider the issues raised in the auditor’s report. 
 
Equal Opportunities Implications 
 
6. None. 
 
Circulation Under the Local Issues Alert Procedure 
 
7. None. 
 
Background Papers 
 
None. 
 

  Agenda Item 69
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Officers to Contact 
 
Brian Roberts, Director of Corporate Resources 
Tel: 0116 305 7830    E-mail: Brian.Roberts@leics.gov.uk 
 
Chris Tambini, Head of Strategic Finance 
Tel: 0116 305 7642    E-mail: Chris.Tambini@leics.gov.uk 
 
Judith Spence, Head of Corporate Finance 
Tel: 0116 305 5998    E-mail: Judith.Spence@leics.gov.uk 
 
Appendices 
 
Appendix - External Auditors report and draft letter of representation. 
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[Summarise content of page 

here] 

Background 
This report tells you about the significant findings from our 
audit.  We presented our plan to you in November 2012; we 
have reviewed the plan and concluded that it remains 
appropriate.  

Audit Summary 
 We have completed the majority of our audit work and 

expect to be able to issue an unqualified audit opinion 
on the Statement of Accounts and your value for 
money conclusion.  
 

 The key outstanding matters, where our work has 
commenced but is not yet finalised, are: 

 

 review of the final adjustments within the 
Statement of Accounts; 

 receipt of outstanding investment 
confirmations;  

 approval of the Statement of Accounts and 
letters of representation; and  

 completion procedures including subsequent 
events review. 
 

 Your draft accounts (including pension fund) were 
submitted to us by the June deadline and were of a 
high quality.  Supporting working papers were good 
and provided on time in the majority of cases.   
 

 Finance staff are always responsive and helpful. They 
are committed to the audit process and are always 
looking to improve.   

 We did not identify any material audit and accounting 
issues during our work.  However, the Corporate 
Governance Committee will need to confirm the 
proposed treatment of unadjusted items listed in 
Appendix 1. 

Please note that this report will be sent to the Audit 
Commission in accordance with the requirements of its 
standing guidance. 

We look forward to discussing our report with you on 23 
September 2013. Attending the meeting from PwC will be 
Richard Bacon. 

 

Executive summary 

 

An audit of the Statement of 
Accounts is not designed to 
identify all matters that may be 
relevant to those charged with 
governance. Accordingly, the 
audit does not ordinarily identify 
all such matters.  

We have issued a number of 
reports during the audit year, 
detailing the findings from our 
work and making 
recommendations for 
improvement, where appropriate.  

This report contains a summary 
of the results of our audit and 
matters which we ask the 
Corporate Governance Committee 
to consider. 
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Smart People 
We continue to deploy our best people on your audit, 
supported by a substantial investment in training and in our 
industry programme. 

Smart Approach 
Data auditing 

We use technology-enabled audit techniques to drive quality, 
efficiency and insight.  

In 2013 the work included testing manual journals through 
data analytics, so we consider the complete population of 
manual journals and target our detailed testing on the items 
with the highest inherent risk. 

We have used benchmarking as part of our work on Value for 
Money.  This has included using Audit Commission tools to 
compare you to other County Councils, and our own analysis 
when assessing your Medium Term Financial Strategy. 

We will also continue to explore ways to extend our use of 
smart technology and data into other areas where we see an 
opportunity to add value, as well as for quality and efficiency. 

Centre of Excellence 

We have a Centre of Excellence in the UK for Local 
Government which is a dedicated team of specialists which 
advises, assists and shares best practice with our audit teams 
in more complex areas of the audit. 

Our team has been working side by side with the Centre of 
Excellence to ensure we are executing the best possible audit 
approach. 

Delivery centres 

We use dedicated delivery centres to deliver parts of our 
audit work that are routine and can be done by teams 
dedicated to specific tasks; for example these include 
confirmation procedures, preliminary independence checks 
and consistency and casting checks of the Statement of 
Accounts.  

Benefits for the audit 

The key benefits of our approach for your audit have been the 
use of data analytics in testing your journal transactions, 
which has identified a range of useful other information as 
part of the process, and the use of our delivery centres which 
have reviewed in detail your compliance with the 2012/13 
Code of Practice. 

Smart Technology 
We have designed processes that automate and simplify audit 

software, which has set the standard for audit technology. It 
is a powerful tool, enabling us to direct and oversee audit 

-based approach and workflow 
technology results in a higher quality, more effective audit 
and the tailored testing libraries allow us to build standard 
work programmes for key local government audit cycles. 

 

 

 

Audit approach 
Our Audit Approach is risk-based.   

We utilise a range of technology to 

support what we do, including data 

auditing, bespoke delivery centres 

and out cutting edge Auditing 
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here] 

We have summarised below the risks we identified in our audit plan and the audit approach we took to address them. 

Risk Category  Audit approach 

Fraud and Management Override of 
Controls 

 

ISA (UK&I) 240 requires that we plan our 
audit work to consider the risk of fraud, 
which is presumed to be a significant risk 
in any audit. This includes consideration 
of the risk that management may override 
controls in order to manipulate the 
financial statements. 

 
Significant 
Risk 

We focussed our work on the testing of journals and 
utilised data auditing audit techniques to do this. We also: 

 reviewed accounting estimates for biases and 

evaluate whether circumstances producing any bias, 

represent a risk of material misstatement due to 

fraud;  

 evaluated the business rationale underlying 

significant transactions; and  

 ocedures  these are 

tests we have not carried out before to test the 

robustness of controls. 
 
More details on the results of our audit procedures are 
included later in this report. 

Recognition of income and 
expenditure 

Under ISA (UK&I) 240 there is a 
(rebuttable) presumption that there are 
risks of fraud in revenue recognition. 

There is a risk that the Council could 
adopt accounting policies or treat income 
and expenditure transactions in such as 
way as to lead to material misstatement in 
the reported revenue and expenditure 
position. 

 
Significant 
Risk 

We updated our understanding of your revenue and 
expenditure controls, and evaluated your accounting 
policy for income and expenditure recognition.  This is 
consistent with the requirements of the code of accounting 
for Local Government. 
 
We also performed detailed testing of revenue and 
expenditure transactions in your Statement of Accounts.   
More details on the results of our audit procedures are 
included later in this report. 
 
 

The following pages highlight the 

risks we originally identified in our 

Audit Plan, and explain what we 

have done in response. 

The risks on this page, 

Management Override of Controls 

and the Recognition of Income and 

Expenditure, are presumed to be 

significant risks under 

International Standards on 

Auditing. 
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Risk Category  Audit approach 

Valuation of properties 

Property, Plant and Equipment is the 
largest figure on your balance sheet. The 
economic conditions continue to be 
uncertain, which has a potential impact 
upon the valuation of your property, plant 
and equipment.  

 

Specific areas of audit risk include: 

 The accuracy and completeness of 
detailed information on assets. 

 Whether the assumptions underlying 
the classification of properties are 
appropriate. 

 
assumptions and underlying data, and 
our access to these. 

 
Other Risk For assets which were valued during the year, we: 

 

 agreed the source data used by your Valuer to 
supporting records; 

 assessed the work of your Valuer through use of our 
own internal specialists; and 

 agreed the outputs to your Fixed Asset Register and 
accounts.   

 
Where assets were not re-valued in year, we reviewed your 
impairment assessment, and evaluated whether your 
assets are held at an appropriate value in your accounts at 
the year-end. 
  
More details on the results of our audit procedures are 
included later in this report. 
 

East Midlands Shared Services 

On 7 September 2010, the Cabinet 

considered proposals for a new East 

Midlands Shared Service centre with 

Nottingham City Council. This project 

involves shared services for HR, payroll 

and financial transaction services, 

utilising the Oracle ERP system currently 

used by the Council. 

 

with the project due for implementation 
during the current 2012/13 financial year.   

 
Other 
Risk 

We have kept up to date with your progress in 
implementing the East Midlands Shared Services (EMSS) 
project through discussions with management and review 
of relevant working papers.  -  the 
start of the 2013/14 financial year.  As a result, we 
continued to discuss your progress with management and 
have considered the work of Internal Audit in looking at the 
implementation of EMSS. 
 
We have also engaged with our Risk Assurance team, and 
have agreed to use our Oracle GATE  tool to provide added 
value and insight to the configuration of your Oracle system 
during the 2013/14 financial year, when the EMSS 
arrangement has been fully embedded. 

You have been establishing the East 

Midlands Shared Service over the 

-

was at the start of the 2013/14 

financial year.  As a result, this did 

not have a large impact on our 

work on the 2012/13 accounts as we 

envisaged at the time of our audit 

plan.  However, we continued to 

closely monitor your preparations. 

 

The Valuation of Properties was an 

area of audit focus.  This was due to 

the size of the Property, Plant and 

Equipment on your balance sheet. 
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Local Government Pension Scheme 

One of the most material estimates in the 
accounts is your share of the 
Leicestershire Pension Fund net liability. 

The trend over the past five years has 
been an increase in the net liability. There 
has been a significant increase in the 
pension fund net liability, as estimated by 
the actuary, due to changing 
demographics and other assumptions. 
The fair value of the scheme assets has 
remained broadly flat. 

The actuarial assumptions are primarily 
driven by the results of the triennial 
funding review of the Pension Scheme as 
at March 2010. This information is 

approach (where previous balances are 
adjusted to account for known trends) 
until the next full valuation which will 
impact the 2013/14 accounts. 

 
Other 
Risk 

We have reviewed the assumptions you have used in your 

accounts to measure the pension fund liability, with 

assistance from our internal experts in Pension Funds.   

 

We have also: 

 

 tested the source data used by your Actuary to 
supporting records; 

 assessed the work of your Actuary through use of our 
own internal specialists; and 

 agreed the outputs of the Actuary to your accounts.   
 

We have tested the value of the pension fund assets which 
you recognise in your accounts.  More details on the results 
of our audit procedures are included later in this report. 
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Medium Term Financial Strategy 

The Authority has made significant 
strides over the past few years to identify 
savings and deliver more efficient 
services.  The 2012 MTFS is based upon a 
reduction in formula grant over the four 
year period 2012/13 to 2015/16. It 
includes savings of £74m, of which £49m 
are to be achieved through efficiencies. 
Growth of £27m has been included for 
service improvement, cost and demand 
pressures.  There is a well established 
Change Management Programme and 
Organisational Efficiency Programme 
which has helped deliver demonstrable 
value for money.   

You have historically been at or near the 

delivering value for money in terms of 
performance against net spend.  
However, the scale of the challenge over 
the next few years is significant and much 
of the good practice you have 
demonstrated will need to continue and 
be intensified if your planned savings and 
service reductions are to be delivered. 

During 2011/12 and 2012/13 you have 
continued to deliver savings.  The delivery 
of your savings plan has given you 
flexibility to direct resources towards 

environment continues to be challenging.  
You will need to ensure that a robust 
Medium Term Financial Strategy is 
approved before March 2013 so that you 
can demonstrate how you will be 
financially resilient in the years ahead. 

 

 
Other 
Risk 

In forming our conclusion economy, efficiency and 

effectiveness, we have reviewed your Medium Term 

Financial Strategy.  We have updated our understanding of 

how you develop the strategy and compared the 

assumptions you used to comparative benchmarks and best 

practice. 

 

In particular, we have reviewed: 

 

 the governance structure in place to deliver your 

plans ; 

 how you have managed your 2012/13 savings 

programme; 

 the key assumptions included in the MTFS, 

comparing them with best practice and those used 

by other Local Authorities. 

 The sensitivity of key assumptions to change;  

 the impact of potential changes to key assumptions 

and the rigour behind the MTFS; 

 the prioritisation of resources as part of the MTFS; 

and 

 your arrangements to review the value for money 

which your services provide; and 

 the adequacy of your planned level of reserves and 

contingencies against your stated policy and the 

level of future risk in delivering the MTFS. 

 

The detailed findings from our work were presented 

separately to the Corporate Governance Committee at its 

meeting in June 2013.   

 

A summary of the work to support our value for money 

opinion is included later in this report. 
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Auditing Standards require us to tell you about relevant 
matters relating to the audit of the Statement of Accounts 
sufficiently promptly to enable you to take appropriate 
action. 

Accounts 
We have completed our audit, subject to the following 
outstanding matters: 

 review of the final adjustments within the Statement of 
Accounts; 

 approval of the Statement of Accounts and letters of 
representation;  

 receipt of outstanding investment confirmations; and  

 completion procedures including subsequent events 
review. 

Subject to the satisfactory resolution of these matters, the 
finalisation of the Statement of Accounts and their approval 
of them we expect to issue an unqualified audit opinion. 

As part of our work on the Statement of Accounts we also 
examine the Whole of Government Accounts schedules 
submitted to the Department for Communities and Local 
Government.  We anticipate issuing an opinion stating in our 
view they are consistent with the Statement of Accounts. 

Accounts Preparation 
You completed your draft accounts by the end of June, and 
provided them to us in advance of the audit as agreed.  The 
hard work you have put into your accounts process over the 
past few years gives you a strong base to work from.  Our 
audit identified no material issues in the quality of the 
accounts presented for audit.  Some minor disclosure issues 
were identified which have been discussed and have been 
amended appropriately. 
 
We agreed in advance what we would need for our audit and 
this was ready for us when we arrived and in some cases in 
advance.  The working papers were provided to us 
electronically and you have made improvements in the 
availability of finance staff to help us with our queries.  The 
finance team worked hard to meet the timescales and were 
helpful in resolving our queries.   

 
Overall t
commended and we would like to thank the team (and 
others) for their support and assistance during the audit.   

 

 

Significant audit and accounting matters 
This section of the report 

summarises the significant audit 

and accounting matters we have 

identified in our work. 

You prepared your accounts to a 

high standard and the working 

papers were ready for audit on a 

timely basis.  You have been 

responsive in answering our 

queries. 

We anticipate issuing an 

unqualified audit opinion. 
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Accounting issues 
We identified no material accounting issues. We would 
however like to draw to your attention the following matters 
resulting from our work to assist you in fulfilling your 
governance responsibilities.  

Local Authority Mortgage Scheme (LAMS) 
In July 2012 the Authority approved its participation in the 
Local Authority Mortgage Scheme (LAMS).  The aim of this 
scheme is for Local Authorities to lend to banks in a manner 
which allows them to make more affordable mortgages 
available to people who do not currently have the resources 
to put a significant deposit into a house purchase. 

The Authority has approved a total indemnity value of £10 
million to enable Lloyds TSB to provide affordable 
mortgages, through its Local Lend a Hand scheme.  This is 
drawn down in tranches, with the first £3.4 million 
transferred during 2012.  The second £2 million was 
transferred in early 2013 and in total £5.4 million has been 
advanced during 2012/13.  The money being transferred is 
sourced f revenue reserves. 

The accounts treat the expenditure incurred to date as capital 
expenditure. The definition in the relevant regulations of 
capital expenditure is that the giving of a loan, grant or other 
financial assistance to any person, whether for use by that 
person or by a third party, towards expenditure which would, 
if incurred by the authority be capital expenditure .  This is 
the basis on which the Authority treated this money as 
capital expenditure, and is consistent with the advice it has 
received from Sector. 

However, upon review of the arrangements, we believe that 
these transactions do not meet the definition of capital 
expenditure.  Although the lender may not have made its 
loan to the borrower without the authority having placed 
money on deposit, the status of the deposit is such that the 
lender cannot treat the amount deposited as its own monies.  

The authority thus has no direct relationship with the 
borrower making the house purchase and is not linked to a 
capital purpose.  In essence, the authority has deposited 
money into a bank account as a Long Term Investment.  This 
ordinarily does not constitute as 'capital expenditure'.  This 
view was shared by the Audit Commission last year in its 
advice to its own auditors in their Local Government 
Technical Directory. 

The Council has taken professional advice on its accounting 
treatment.  The Audit Commission is aware of differing 
professional views and is currently seeking legal advice which 
is awaited.  The Council has therefore decided to await the 
outcome of this advice before changing its draft accounts.  
The nature of the amounts involved is immaterial.  If the 
Authority is not minded to amend the accounts, this would 
not impact upon our audit opinion. 

Valuations 
Your draft accounts include property, plant and equipment 
with a net book value of £769.7 million, largely made up of 
land and buildings (£471.8 million) and infrastructure assets 
(£272.1 million).  The total value of your land and buildings 
has reduced significantly from £656.3 million in the prior 
year to £471.8 million this year.  This is primarily due to the 
conversion of a large number of schools to Academy status, at 
which time the school buildings transfer to the Academy 
school itself on a finance lease.   

You have to keep the values of your own land and buildings 
up to date.  land 
and buildings in the balance sheet at open market value for 
existing use or at depreciated replacement cost for 
specialised assets where there is no market.  You do this by 
reviewing the top 20 assets every year, revaluing a fifth of 
your other assets every year and on completion of a capital 
scheme above £100,000.  The work is completed internally to 
the Council.   

There are no material accounting 

issues to draw to your attention.  

However, we have highlighted on 

the next few pages some of the key 

issues we have identified in our 

audit for you to consider. 

You entered into the Local 

Authority Mortgage Scheme 

(LAMS) in the past 18 months.  This 

scheme involves Local Authorities 

passing money to banks to assist 

with the availability of mortgages 

in the local area. 

There are differing views nationally 

on how to account for the LAMS 

transactions.  You have accounted 

for these as capital transactions in 

line with advice you have received.  

We believe that these transactions 

are revenue in nature.   Given the 

immaterial nature of the amounts 

involved, the Authority is not 

minded to change its current 

accounting treatment. 

We have also reviewed the 

valuation of your property, plant 

and equipment. This involved 

reviewing supporting information 

and consultation with our own 

valuation experts.  We identified no 

issues to report here. 
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We engaged an internal PwC valuation specialist to review 
the work of your internal valuation team.  We considered the 
applicable professional requirements and industry standard 
indices used to revalue specialised assets, and the steps taken 
by the Council to account for the full impact of these indices 
across all of its specialised assets.  We found no concerns to 
report. 
 

Pensions liability 
One of the most significant estimates in the Statement of 
Accounts is in the valuation of net pension liabilities for 
employees in the Leicestershire pension fund. Your net 
pension liability at 31 March 2013 was £500 million (£439 
million as at 31 March 2012).   

 

The 2013 triennial valuation is yet to be concluded and will 
be reflected in the 2013/14 Statement of Accounts. The 
deficit for the Local Government Pension Scheme as a whole 
is expected to have increased from £38bn to £80bn since 
2010. 

Although the trend has been for assets to gradually increased 
in value over this period, the value of the liabilities has 
increased by more than 40% as these are linked to gilt yields 
which are at an all time high.  

The chart below shows the significant movement in your net 
pension liability over the last few years, and illustrates the 
persistent and growing net liability in the pension fund since 
at least 2007. 

 

Council Pension Liability between 2007/08 and 2012/13 
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Your Pension Fund assets and 

liabilities are one of the most 

significant items in your Statement 

of Accounts.  The net pension 

liability was £500 million as at 31 

March 2013, an increase of 14% 

from the prior year. 

 

We used the work of our own 

experts to assess the assumptions 

made by your actuary.  We found 

the assumptions you have used to 

be reasonable. 
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The Pension Fund gives membership details to the Actuary to calculate the figures for the accounts. We check that the census 
information were consistent. We have also reviewed the 
reasonableness of the assumptions underlying the pension liability, and we are comfortable that the assumptions are within 
an acceptable range. 

 

Changes to IAS 19: Employee Benefits 
From 2013/14 there will be changes to the accounting for defined benefit schemes and termination benefits.  For defined 
benefit schemes the net finance cost will be used. The net scheme liabilities/assets will be unwound using the discount rate for 
the pension liability and the costs of administering the scheme will be recognised directly in expenses.  

The definition of termination benefits has changed and does not now include liabilities where there is a future service element. 
 

The 2012/13 accounts include disclosure of standards issued but not adopted and estimates of their likely financial effect. As a 
result, estimates of the impact of IAS 19 (Revised) have been obtained from the actuary. The impact on the Authority in 
2012/13 would have been to increase expenditure charged to the Statement of Comprehensive Income and Expenditure by 
£4.7 million. 

Reserves 
Your level of reserves continues to be strong.  We have commented in more detail on this in our report on your Medium Term 
Financial Strategy which is presented to you earlier in the year.  Your draft Statement of Accounts show that this trend has 
continued: 
 

 

 

 

 

There are some changes to the 

accounting standard for Employee 

Benefits (IAS 19) for 2013/14. 

 

Your actuary has estimated that if 

those changes applied in 2012/13, 

your expenditure would have 

increased by £4.7 million.  
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Of the reserves held at the end of 2012/13, £8.4 million of the 
General County Fund relates to delegated funding for 
schools, a significant decrease of £9.7 million from 2011/12 
which reflects schools transferring to Academy status.  
Significant earmarked reserves include £11.6 million for 
invest to save/severance projects, £11.4 million for insurance 
purposes and £10.4 million for Health & Social Care 
outcomes. 
 
You have raised a number of earmarked reserves to address 
emerging future costs. Our review of these reserves identified 
no auditing or accounting issues; we are satisfied that they 
have been established in accordance with your accounting 
policies.  The use of these reserves will continue to be 
considered in more detail as part of your financial planning 
procedures going forward.   
 
From an audit perspective, we are satisfied that reserves have 
been accounted for correctly.  We would comment that, with 
further cuts to Local Government budgets in 2015/16 
recently announced, you continue to face higher levels of risk 

in the short and medium term.  This will impact your 
assessment of reserves requirements.    

Audit adjustments 
The International Standards on Auditing (ISAs) require us to  
to tell you about all unadjusted items we found during the 
audit, other than those which are trivial.  Please see Appendix 
1 for more details.  We ask for your representation that you 
are comfortable for the accounts to not be adjusted for these 
items. 

Significant accounting principles and 
policies 
Significant accounting principles and policies are disclosed in 
the notes to the Statement of Accounts. We will ask 
management to represent to us that the selection of, or 
changes in, significant accounting policies and practices that 
have, or could have, a material effect on the Statement of 
Accounts have been considered. 
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The level of your reserves continues 

to be strong.  This includes your 

General County Fund, which you 

hold to manage future risk, and 

your Earmarked Reserves, which 

are held for specific future 

purposes. 

 

We are required to tell you about all 

misstatements we have identified 

which management has chosen not 

to amend the accounts for.  A 

summary of these is included in 

Appendix 1. 
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Judgments and accounting estimates 
The following significant judgments and accounting 
estimates were used in the preparation of the financial 
statements: 

i. Property, Plant and Equipment - 
Depreciation and Valuation - You charge 
depreciation based on an estimate of the Useful 
Economic Lives for the majority of your Property, 
Plant and Equipment (PPE).  This involves a degree 
of estimation.  You also value your PPE in 
accordance with your accounting policies to ensure 
that the carrying value is true and fair.  This involves 
some judgement and reliance on your internal 
valuers.  
 

ii. Bad Debt Provision  Your Bad Debt Provision for 
sundry debtors is calculated on the basis of age and 
an assessment of the potential recoverability of 
invoices.  There is an inherent level of judgement 
involved in calculating these provisions and you rely 
on the knowledge of the Departments for 
information on specific transactions.  

 
iii. Accruals - You raise accruals for expenditure where 

an invoice has not been raised or received at the year 
end, but you know there is a liability to be met which 
relates to the current year.  This involves a degree of 
estimation.   
 

iv. Provisions: Provisions at 31 March 2013 total £13.1 
million (£13.3 million as at 31 March 2012).  Because 
provisions are liabilities of an uncertain timing or 
amount, there is an inherent level of judgement to be 
applied.  
 
 
 

v. Pensions:  See our comments above.  You rely on 
the work of an actuary in calculating these balances. 
 

vi. Provision for accumulated absences - You 
calculate your accrual for untaken holiday and 
employment benefits at the year-end based on 
returns completed by managers. You apply an 
average calculation based on these returns when you 
have had no response. This was a new requirement 
under IFRS and your 31st March 2013 balance is 
approximately £6 million. 
 

Overall we found your significant judgements and accounting 
estimates to be reasonable.  We outline below a summary of 
our view of the key accounting judgments applied by 
management: 

High

Low

£

1

2
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2

3

4
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6

6

PPE

Bad Debt 

Provision

Accruals

Provisions

Pensions

Accumulated 

absences

More cautious More aggressive

 

 

 

 As part of preparing the 

accounting, management make a 

number of judgements and 

accounting estimates. 

During our audit we review and 

challenge management on these 

judgements.  We consider whether 

they are reasonable in light of the 

information available. 

We found that management has 

made materially appropriate 

judgements in preparing the 

Statement of Accounts. 

2
4



 

Leicestershire County Council  PwC  13 

[Summarise content of page 

here] 

Management representations 
The final draft of the representation letter that we ask 
management to sign is attached in Appendix 2. 

Audit independence 
We are required to follow both the International Standard on 
Auditing (UK and 

-audit services provided to 
 issued by the UK Auditing Practices Board. 

Together these require that we tell you at least annually 
about all relationships between PricewaterhouseCoopers LLP 

Authority that, in our 
professional judgement, may reasonably be thought to bear 
on our independence and objectivity.  

For the purposes of this letter we have made enquiries of all 

when forming our opinion on the truth and fairness of the 
Statement of Accounts.  

Relationships between PwC and the Authority 

We are aware of the following relationships that, in our 
professional judgement, may reasonably be thought to bear 
on our independence and objectivity and which represent 
matters that have occurred during the financial year on 
which we are to report or up to the date of this document.  

Relationships and Investments 

We have not identified any potential issues in respect of 
personal relationships with the Authority or investments in 
the Authority held by individuals. 

Employment of PricewaterhouseCoopers staff by the 
Authority 

We are not aware of any former PwC partners or staff being 
employed, or holding discussions in respect of employment, 
by the Authority as a director or in a senior management 
position covering financial, accounting or control related 
areas. 

Business relationships 

We have not identified any business relationships between 
PwC and the Authority. 

Services provided to the Authority 

The audit of the Statement of Accounts is undertaken in 
 The audit is 

also subject to other internal PwC quality control procedures 
such as peer reviews by other offices. 

In addition to the audit of the Statement of Accounts, PwC 
has also undertaken other work for the Authority.  This has 
consisted of: 

 Review of the upgrade of Oracle (£20,000)  we were 
successful in a competitive tender to support the 
Authority in reviewing the upgrade of your Oracle 
system. 

 VAT Helpline (£3,000)  we provide a VAT service to 
the Council giving unlimited access to a telephone 
helpline for routine VAT queries.  

 VAT claim (estimated £14,000)  you have requested 
administrative assistance with a VAT claim you are 
progressing. 

 East Midlands Councils (fees unknown at this stage)  
we have been asked to undertake an audit of the East 
Midlands Councils 2012/13 accounts. 

We identified the following potential threats to our 
independence, and put in place safeguards against these: 

We ask management to send us a 

letter of representation before we 

sign our audit opinion.  A draft of 

that letter is included in Appendix 2. 

We are required to demonstrate our 

independence by professional 

standards.  Maintaining our 

independence is important to us in 

delivering you a robust external 

audit. 

We have considered a range of 

factors to demonstrate our 

independence as auditors, including 

the provision of non-audit work. 

2
5



 

Leicestershire County Council  PwC  14 

[Summarise content of page 

here] 

Self-review threat: This threat could arise if we undertake 
work which we later rely upon for our audit. Our non-audit 
work does not result in a material impact on the financial 
statements. 

Self-interest threat: This threat could arise if we undertake 
significant levels of non-audit work.  The size of the non-
audit fees and the nature of the work does not give rise to a 
self-interest threat. 

Management threat: This threat arises if PwC makes a 
management decision or assumes a management 
responsibility. The Council designated an appropriate officer 
to receive the results of our work and make all significant 
judgements connected with the services. The individuals 
nominated have a sufficient level of understanding of our 
services and has the responsibility for evaluating our work 
and determining what actions to take. We do not take 
management decisions. 

Advocacy threat: Our non-audit services do not involve an 
advocacy role. 

Familiarity threat: All of our members of staff are 
independent of Leicestershire County Council. 

Intimidation threat: No intimidation threat has been 
identified. 

In relation to the non-audit services provided, none included 
contingent fee arrangements.  We are satisfied in all cases 
that the non-audit work does not compromise our 
independence as your external auditor. 

Fees 

The analysis of our audit fees for the year ended 31 March 
2013 is included later in this report.  

Services to Directors and Senior Management 

PwC does not provide any services e.g. personal tax services, 
directly to directors or senior management. 

Rotation 

It is the Audit Commission's policy that auditors at an 
audited body at which a full Code audit is required to be 
carried out should act for an initial period of five years. The 

safeguards it applies within its audit regime is sufficient to 
reduce any threats to independence that may otherwise arise 
at the end of this period to an acceptable level. Therefore, to 
safeguard audit quality, and in accordance with APB Ethical 
Standard 3, it will subsequently approve auditors for an 
additional period of up to no more than two years, provided 
that there are no considerations that compromise, or could 
be perceived to compromise independence or 
objectivity. 

Gifts and hospitality 

We have not identified any significant gifts or hospitality 
provided to, or received from, a member of  
Cabinet, senior management or staff. 

Conclusion 

We hereby confirm that in our professional judgement, as at 
the date of this document: 

 we comply with UK regulatory and professional 
requirements, including the Ethical Standards issued 
by the Auditing Practices Board; and 

 our objectivity is not compromised. 

We would ask the Corporate Governance Committee to 
consider the matters in this document and to confirm that 
they agree with our conclusion on our independence and 
objectivity. 

Annual Governance Statement 
Local Authorities are required to produce an Annual 
Governance Statement (AGS), which is consistent with 
guid Delivering Good 

We have concluded that we are 

independent and comply with the 

relevant UK regulatory and 

professional requirements. 

You are required to produce an 

Annual Governance Statement 

(AGS).  We reviewed your AGS and 

found no areas of concern to report. 

Our value for money 

responsibilities require us to 

conclude on whether you have put 

in place proper arrangements to 

secure economy, efficiency and 

effectiveness in the use of resources. 

We considered a number of factors, 

in particular your process for 

preparing a Medium Term 

Financial Strategy, your financial 

results and other performance 

measures.   
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Governance in Local Government . The AGS was included in 
the Statement of Accounts.  

We reviewed the AGS to consider whether it complied with 
Delivering Good Governance in Local 

Government  framework and whether it is misleading or 
inconsistent with other information known to us from our 
audit work.  We found no areas of concern to report in this 
context.  

Economy, efficiency and effectiveness 
Our value for money code responsibility requires us to carry 
out sufficient and relevant work in order to conclude on 
whether the Authority has put in place proper arrangements 
to secure economy, efficiency and effectiveness in the use of 
resources.  

The Audit Commission guidance includes two criteria: 

 The organisation has proper arrangements in place for 
securing financial resilience; and 

 The organisation has proper arrangements for 
challenging how it secures economy, efficiency and 
effectiveness.  

We determine a local programme of audit work based on our 
audit risk assessment, informed by these criteria and our 
statutory responsibilities.   

Medium Term Financial Strategy 

Our audit plan highlighted specific value for money risk in 
relation to your savings requirement and financial plans over 
the next few years.  We agreed in the audit plan that we 
would review your Medium Term Financial Strategy (MTFS), 
comparing it to others, and also review your management 
arrangements.  

We have already reported to members on the results of this 
work in a separate communication. However a summary of 
the key points are reported here for you information: 

 You have demonstrated in the past that you have 

robust programme management arrangements in 
place and that you achieve the savings targets which 
you have set yourself.  However, the scale of the 
challenge for 2013/14 and beyond continues to be 
significant.  This is something you recognise; 

 You have applied a number of prudent assumptions 
in setting your MTFS.  In a number of cases these 
were more prudent than in our benchmark average.  
However, we  believe these are realistic assumptions 
which will help you to meet manage the financial 
risks which exist over the plan period; 

 The Audit Commission value for money profile, 
whilst backwards looking, continues to show a 
number of key areas where the Authority is providing 
services which can demonstrate value for money 
when compared with other County Councils; 

 You need to focus on how you are going to continue 
to demonstrate the delivery of value for money 
services going forward given that a number of 
national indicators have been withdrawn; and 

 You have set aside a significant level of earmarked 
reserves and a level of contingency to manage future 
cost pressures.  Whilst these are larger than in other 
similar Local Authorities, we believe that you have 
taken a prudent approach in setting your MTFS. 

Given the scale of the changes you are making, there are 
inevitably a range of risks which are largely unchanged since 
we last reported: 

As part of our value for money 

work we reviewed your Medium 

Term Financial Strategy.  Our 

detailed findings were reported to 

you at the meeting in June 2013.  

We have summarised our findings 

on this page 
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 Slippage: you may not be able to identify or achieve 

the savings you want either from a service reduction 
or through efficiencies. 

 Timing: The timing of savings, service reductions 
and funding announcements will impact how you 
deliver against your MTFS. 

 Assumptions: We have gone some way above to 
assess the assumptions you have applied in your 
MTFS. If these assumptions turn out to be false, this 
would have a significant impact on your ability to 
deliver a balanced budget over 4 years. 

We have reviewed your MTFS and the assumptions which lie 
behind it. We have compared you with other, similar Local 
Authorities and taken into account our wider understanding 
of the Local Government sector.  Recent funding 
announcements have shown that there is likely to be a 
continuing reduction in the amount you have to spend in the 
medium term.  This will make it increasingly challenging to 
identify and deliver savings which do not result in service 
reductions. 

In conclusion, our work in this particular area has not 
identified any issues which would lead to an unqualified 
value for money conclusion. 
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Accounting systems and systems of internal control 
Management are responsible for developing and implementing systems of internal financial control and to put in place proper 
arrangements to monitor their adequacy and effectiveness in practice. As auditors, we review these arrangements for the 
purposes of our audit of the Statement of Accounts and our review of the annual governance statement.  

Reporting requirements 
We have to report to you any significant deficiencies in internal control that we found during the audit which we believe 
should be brought to your attention.   

We identified no significant deficiencies as part of our audit work.  Where other deficiencies in internal controls were 
identified, we have reported these to management for action to be taken. 

 

 

 

Internal controls 
We identified no significant 

deficiencies in internal control to 

report to you. 
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We discussed with you your understanding of the risk of fraud and corruption and any reported instances when presenting 
our plan.  We also updated you on the work we have done in response to the risk of material fraud in the Statement of 
Accounts in the our report above. 

In presenting this report to you we ask for your confirmation that there have been no changes to your view of fraud risk and 
that no additional matters have arisen that should be brought to our attention. A specific confirmation from management in 
relation to fraud is included in the letter of representation. 

Journals 
Journals are transactions put through your accounts system which can be of any value and affect any account.  Your main 
processing systems, including purchasing and payroll, produce automatic journals covering the bulk of transactions, but these 
cannot cover all the various accounting requirements, particularly capital accounting and year end estimates.  Your staff have 
to prepare and enter manual journals for these. 

Journals are inherently risky because of their ability to affect any account, and we address this risk in your organisation by 
using a computer program to interrogate the journals in the ledger system. This helped us direct our detailed audit checks on 
specific journals which appeared more unusual and therefore riskier. 

We are pleased to report that our work on journals identified no significant concerns or issues. Our work did however identify 
some interesting statistics which we include below for your information.  

 

Risk of fraud 
We ask that the Corporate 

Governance Committee, as those 

charged with governance, confirm 

to us that there are no additional 

matters relating to fraud that 

should be brought to our attention. 

As part of work to address the risk 

of fraud, we use data auditing 

techniques to select journal entries 

which we believe have a greater 

risk of containing fraud or error. 

 

We identified no issues to report to 

you as part of this work. 
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Over 271,000 journals were posted manually in the year including the close down period to the value of over £15 billion 
(excluding a one off set of transactions in period 8, which are shown by the graph above and were processed to net down 
balances held gross on the Balance Sheet).  The number of your journals which are raised manually is relatively small as a 
percentage of the total when compared to other similar Councils: 
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Journals posted out of hours or at weekends, when there is less obvious supervision, present a higher risk of management 
override of controls. A total of 39 journals (83 in 2011/12) were posted at the weekend.  We targeted our testing to look at 
material journals posted at unusual times and dates. 

A summary of this information is presented below. The significant peak in the value of transactions on a Monday is due to a 
single significant transaction which was processed in Month 8 on a Monday.  The peak in the volume of transactions is on 
Wednesday, which is consistent with prior periods: 

 

We did not identify any significant issues from this work.  We have shared the detail above with management to consider 

further. 
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Fees update for 2012/13 
We reported our fee proposals in our plan.  

Our forecast outturn is in line with our original proposals.  

 2012/13 
outturn 

2012/13  
fee proposal 

Statement of Accounts (including 
whole of government accounts) 

100,000 100,000 

Value for Money Conclusion 12,600 12,600 

TOTAL 112,600 112,600 

 

Our fee for certification of grants and claims is yet to be 
finalised for 2012/13 and will be reported to those charged 
with governance within the Grants Report to Management 
which we issue later in the year. 

Details of non-audit work we have undertaken is included 
earlier in this report. 

  

 

Fees update 
Our audit fees are in line with our 

original proposal. 
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We found the following matters during the audit that have not been adjusted by management.  You are requested to consider 
these formally and determine whether you would wish the accounts to be amended.  If the misstatements are not adjusted we 
will need a written representation from you explaining your reasons for not making the adjustments. 

 

No Description of misstatement  
(factual, judgemental, projected) 

Income statement 

(£m) 

Balance sheet 

(£m) 

   Dr Cr Dr Cr 

1 Local Authority Mortgage Scheme (LAMS) 

The transactions made under the scheme to date have been accounted 
for as capital transactions rather than as revenue transactions.   

In addition, the money passed to the bank to date has been classified as 
a Long Term Debtor rather than a Long Term Investment. 

 

J   Long Term 
Investment  

5.4 

 

Capital 
Adjustment 

Account 

5.4 

 

Movement in 
Reserves 

Statement 

5.4 

Long Term 
Debtor 

5.4 

 

Movement in 
Reserves 

Statement 

5.4 

 

Earmarked 
Reserves 

5.4 

Total uncorrected misstatements   5.4 5.4 

 

In addition, as part of our sampling of individual transactions we found a small error of £3,000.  This occurred where you had 
under-accrued for an invoice.  Although this is below the agreed reporting level, when we extrapolated this amount there was 
an additional projected error of £239,000.  Due to the immaterial nature of this item you have decided not to adjust the 
accounts. 

 

 

Appendix 1: Summary of uncorrected 

misstatements 

We are required to report to you all 

uncorrected misstatements we have 

identified. 

If the accounts remain unadjusted 

for these items, we will need a 

written representation explaining 

why. 

A proposed letter of representation 

is included in Appendix 2 to this 

report. 
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[Insert LCC letterhead] 

19 Cornwall Street 
Birmingham 
B3 2DT 
 
Dear Sirs, 
 
Representation letter  audit of Leicestershire County Council Statement of Accounts for 
the year ended 31 March 2013 
 
Your audit is conducted for the purpose of expressing an opinion as to whether the Statement of Accounts of the Authority 
give a true and fair view of the affairs of the Authority as at 31 March 2013 and of its surplus/deficit and cash flows for the year 
then ended and have been properly prepared in accordance with the CIPFA/LASAAC Code of Practice on Local Authority 
Accounting in the United Kingdom 2012/13 supported by the Service Reporting Code of Practice 2012/13. 
 
I acknowledge my responsibilities as Director of Corporate Resources for preparing the Statement of Accounts as set out in the 
Statement of Responsibilities for the Statement of Accounts. I also acknowledge my responsibility for the administration of 
the financial affairs of the authority and that I am responsible for making accurate representations to you. 
 
I confirm that the following representations are made on the basis of enquiries of other chief officers and members of the 
Authority with relevant knowledge and experience and, where appropriate, of inspection of supporting documentation 
sufficient to satisfy myself that I can properly make each of the following representations to you. 
I confirm, to the best of my knowledge and belief, and having made the appropriate enquiries, the following representations:  
 
Statement of Accounts 
 
I have fulfilled my responsibilities for the preparation of the Statement of Accounts in accordance with the CIPFA/LASAAC 
Code of Practice on Local Authority Accounting in the United Kingdom 2012/13 supported by the Service Reporting Code of 
Practice 2012/13; in particular the Statement of Accounts give a true and fair view in accordance therewith. 
 
All transactions have been recorded in the accounting records and are reflected in the Statement of Accounts. 

 

Appendix 2: Letter of representation 
There are a number of matters on 

which we are required to ask for a 

written representation. 

A draft letter of representation is 

included in this appendix. 

PricewaterhouseCoopers LLP 

Cornwall Court 
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Significant assumptions used by the Authority in making accounting estimates, including those surrounding measurement at 
fair value, are reasonable. 
 
All events subsequent to the date of the Statement of Accounts for which the CIPFA/LASAAC Code of Practice on Local 
Authority Accounting in the United Kingdom 2012/13 requires adjustment or disclosure have been adjusted or disclosed. 

 
The effects of uncorrected misstatements are immaterial, both individually and in the aggregate, to the Statement of Accounts 
as a whole. A list of the uncorrected misstatements is attached below: 
 

Description of misstatement  
(factual, judgemental, projected) 

Income statement 

(£m) 

Balance sheet 

(£m) 

  Dr Cr Dr Cr 

Local Authority Mortgage Scheme (LAMS) 

The transactions made under the scheme to date have been accounted 
for as capital transactions rather than as revenue transactions.   

In addition, the money passed to the bank to date has been classified as 
a Long Term Debtor rather than a Long Term Investment. 

J   Long Term 
Investment  

5.4 

 

Capital 
Adjustment 

Account 

5.4 

 

Movement in 
Reserves 

Statement 

5.4 

Long Term 
Debtor 

5.4 

 

Movement 
in 

Reserves 
Statement 

5.4 

 

Earmarked 
Reserves 

5.4 

Total uncorrected misstatements   5.4 5.4 

 

In addition, as part of 
extrapolated an additional projected error of £239,000 was identified.  Due to the immaterial nature of this item we have 
decided not to adjust the accounts. 

 as 
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Information Provided 
 
I have taken all the steps that I ought to have taken in order to make myself aware of any relevant audit information and to 
establish that you, the authority's auditors, are aware of that information. 
 
I have provided you with: 

 access to all information of which I am aware that is relevant to the preparation of the Statement of Accounts such as 
records, documentation and other matters, including minutes of the Authority and its committees, and relevant 
management meetings; 

 additional information that you have requested from us for the purpose of the audit; and 

 unrestricted access to persons within the Authority from whom you determined it necessary to obtain audit evidence.  
 
So far as I am aware, there is no relevant audit information of which you are unaware. 
 
Accounting policies 
 

possible alternative policies and techniques, the accounting policies and estimation techniques selected for use in the 
preparation of Statement of Accounts are appropriate to give a true and fair view for the authority's particular circumstances.  

 
 
Fraud and non-compliance with laws and regulations 
 
I acknowledge responsibility for the design, implementation and maintenance of internal control to prevent and detect fraud. 
 
I have disclosed to you:  

 the results of our assessment of the risk that the Statement of Accounts may be materially misstated as a result of 
fraud. 

 all information in relation to fraud or suspected fraud that we are aware of and that affects the Authority and involves: 
 

 management; 
 employees who have significant roles in internal control; or 
 others where the fraud could have a material effect on the Statement of Accounts. 

 

 all information in relation to allegations of fraud, or suspected fraud, affecting the Statement of Accounts 
communicated by employees, former employees, analysts, regulators or others. 

 

 all known instances of non-compliance or suspected non-compliance with laws and regulations whose effects should 
be considered when preparing Statement of Accounts. 
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I am not aware of any instances of actual or potential breaches of or non-compliance with laws and regulations which provide 
a legal framework within which the Authority conducts its business 
its business or that could have a material effect on the Statement of Accounts. 
 
I am not aware of any irregularities, or allegations of irregularities including fraud, involving members, management or 
employees who have a significant role in the accounting and internal control systems, or that could have a material effect on 
the Statement of Accounts. 
 
The Authority pension fund has not made any reports to the Pensions Regulator nor am I aware of any such reports having 
been made by any of our advisors. I confirm that I am not aware of any late contributions or breaches of the schedule of 
contributions that have arisen which I considered were not required to be reported to the Pensions Regulator. I also confirm 
that I am not aware of any other matters which have arisen that would require a report to the Pensions Regulator. 
 
There have been no other communications with the Pensions Regulator or other regulatory bodies during the year or 
subsequently concerning matters of non-compliance with any legal duty.  
 
Related party transactions 
 
I confirm that we have disclosed to you the identity of the  related parties and all the related party relationships and 
transactions of which we are aware. 
 
Related party relationships and transactions have been appropriately accounted for and disclosed in accordance with the 
requirements of Section 3.9 of the CIPFA/LASAAC Code of Practice on Local Authority Accounting in the United Kingdom 
2012/13. 
 
We confirm that we have identified to you all senior officers, as defined by the Accounts and Audit Regulations 2011, and 
included their remuneration in the disclosures of senior officer remuneration. 
 
Employee Benefits 
 
I confirm that we have made you aware of all employee benefit schemes in which employees of the authority participate. 
 
Contractual arrangements/agreements 
 
All contractual arrangements (including side-letters to agreements) entered into by the Authority have been properly reflected 
in the accounting records or, where material (or potentially material) to the statement of accounts, have been disclosed to you. 
 
Litigation and claims 
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I have disclosed to you all known actual or possible litigation and claims whose effects should be considered when preparing 
the statement of accounts and such matters have been appropriately accounted for and disclosed in accordance with the 
CIPFA/LASAAC Code of Practice on Local Authority Accounting in the United Kingdom 2012/13.  
 
Taxation 
 
I have complied with UK taxation requirements and have brought to account all liabilities for taxation due to the relevant tax 
authorities whether in respect of any direct tax or any indirect taxes.  I am not aware of any non-compliance that would give 
rise to additional liabilities by way of penalty or interest and I have made full disclosure regarding any Revenue Authority 
queries or investigations that we are aware of or that are ongoing.   
 
In particular: 
 

 In connection with any tax accounting requirements, I am satisfied that our systems are capable of identifying all 
material tax liabilities and transactions subject to tax and have maintained all documents and records required to be 
kept by the relevant tax authorities in accordance with UK law or in accordance with any agreement reached with such 
authorities. 

 I have submitted all returns and made all payments that were required to be made (within the relevant time limits) to 
the relevant tax authorities including any return requiring us to disclose any tax planning transactions that have been 

 

 I am not aware of any taxation, penalties or interest that are yet to be assessed relating to either the authority or any 
associated company for whose taxation liabilities the authority may be responsible. 

 
 
 
Retirement benefits 
 
All significant retirement benefits that the Authority is committed to providing, including any arrangements that are statutory, 
contractual or implicit in the author
have been identified and properly accounted for and/or disclosed. 
 
All settlements and curtailments in respect of retirement benefit schemes have been identified and properly accounted for. 
 
The actuarial assumptions underlying the valuation of retirement benefit scheme liabilities are consistent with my knowledge 
of the business and in my view would lead to the best estimate of the future cash flows that will arise under the scheme 
liabilities. 
 

share of the underlying assets and liabilities of this scheme cannot be identified and as a consequence the scheme has been 
accounted for as a defined contribution scheme. 

4
0



 

Leicestershire County Council  PwC  29 

[Summarise content of page 

here] 

 
Using the work of experts 
 
I agree with the findings of Hymans Robertson, experts in evaluating the liabilities of the Pension Fund and have adequately 
considered the competence and capabilities of the experts in determining the amounts and disclosures used in the preparation 
of the Statement of Accounts and underlying accounting records. The Authority did not give or cause any instructions to be 
given to experts with respect to the values or amounts derived in an attempt to bias their work, and I am not otherwise aware 
of any matters that have had an impact on the objectivity of the experts.  
 
Pension fund assets and liabilities 
 
All known assets and liabilities including contingent liabilities, as at the 31 March 2013, have been taken into account or 
referred to in the Statement of Accounts. 
 
Details of all financial instruments, including derivatives, entered into during the year have been made available to you. Any 
such instruments open at the 31 March 2013 have been properly valued and that valuation incorporated into the Statement of 
Accounts.  
 
The pension fund has satisfactory title to all assets and there are no liens or encumbrances on the pension fund's assets. 
 
The value at which assets and liabilities are recorded in the net assets statement is, in the opinion of the authority, the market 
value. We are responsible for the reasonableness of any significant assumptions underlying the valuation, including 
consideration of whether they appropriately reflect our intent and ability to carry out specific courses of action on behalf of the 
pension fund. Any significant changes in those values since the date of the Statement of Accounts have been disclosed to you.  
 
 
Pension fund registered status 
 
I confirm that the Leicestershire Pension Fund is a Registered Pension Scheme. We are not aware of any reason why the tax 
status of the scheme should change. 
 
Bank accounts  
 
I confirm that I have disclosed all bank accounts to you including those that are maintained in respect of the pension fund. 
 
Litigation 

 
I are not aware of any pending or threatened litigation, proceedings, hearings or claims negotiations which may result in 
significant loss to the Authority. 
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Transactions with members/officers 

 
No transactions involving members, officers and others requiring disclosure in the Statement of Accounts under the 
CIPFA/LASAAC Code of Practice on Local Authority Accounting in the United Kingdom 2012/13 have been entered into. 
 
Subsequent events 
 
There have been no circumstances or events subsequent to the period end which require adjustment of or disclosure in the 
statement of accounts or in the notes thereto. 
 
As minuted by the Corporate Governance Committee at its meeting on 23 September 2013. 

 

.............................................................................  

Director of Corporate Resources    

For and on behalf of Leicestershire County Council 
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CORPORATE GOVERNANCE COMMITTEE - 23 SEPTEMBER 2013 
 

JOINT REPORT OF THE DIRECTOR OF CORPORATE 
RESOURCES AND THE COUNTY SOLICITOR 

 
PROPOSED CHANGES TO THE 
CONTRACT PROCEDURE RULES 

 

Purpose of Report 

1. The purpose of this report is to: 

a. report on the operation of the Contract Procedure Rules between 1 July 
2012 and 30 June 2013; 

b. bring to the Committee’s attention actions being taken to continue to 
ensure compliance with the Contract Procedure Rules; 

c. propose that recommendations to the County Council are made to revise 
the Contract Procedure Rules. 

Background 

2. Rule 7 (Annual Reporting) of the Constitution’s Contract Procedure Rules 
stipulates that the Director of Corporate Resources, in consultation with the 
County Solicitor, shall at least once in each financial year submit a report to 
the Corporate Governance Committee in relation to the operation of these 
Rules.  This includes (amongst other things) details of the approved 
exceptions to these Rules and approved extensions to contracts where not 
provided for in the contract, and proposed revisions to these Rules and/or 
changes required to accommodate the requirements of UK and EU 
procurement law, as may be necessary from time to time. 

Approved Exceptions to the Rules 

3. Between 1 July 2012 and 30 June 2013, 34 approved exceptions, which are 
allowed for in Rule 5b, have been recorded in the Exceptions Logs 
maintained by Corporate Procurement and Chief Officers.  These have been 
consolidated and are detailed in Appendix A to this report (attached). 

4. It should be noted that last year saw the introduction of Departmental 
Contract Procedure Logs to record exceptions/extensions approvals given by 
each Chief Officer to improve monitoring, particularly of lower value contracts. 
This increased monitoring activity has facilitated a more comprehensive 
review of approvals at Chief Officer level and has contributed to the increased 
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number of exceptions recorded.  In the previous annual report to this 
Committee for the period 1 August 2011 to 30 June 2012 (11 months), there 
were 18 exceptions with a total contract value of £1.05m. 

5.  The aggregate value of the 34 contracts (£2.47m) represents less than 1% of 
the Council’s annual procurement expenditure of £302m.  All but one of these 
34 exceptions was below the EU threshold of £173,934, over which the Public 
Contracts Regulations 2006, which set down strict rules for competing 
requirements, must be complied with. Three of the exceptions were agreed 
by the Cabinet or the Director of Corporate Resources and 31 by the 
appropriate Chief Officer. 

6.  The reasons for these exceptions included:  

a. the implementation of short-term contracts pending a service review to 
facilitate the Authority’s transformational change; 

b. the specialist nature of the service;  

c. the limited nature of the market;  

d. the timescales/restrictions associated with obtaining central government 
funding and the urgency of the requirement.  

7.  The one approved exception over the Public Contracts Regulations 2006 
threshold of £173,934 was for ‘Quick Access Accommodation & Support 
Services’ (Total Value £1.0m), where approval was sought from the Director 
of Corporate Resources to use the Negotiated Procedure due to there being 
no suitable bid being received for the south of the County.  This was in 
compliance with the Public Contract Regulations 2006 and also with the 
Council’s Contract Procedure Rule 17, which states that the Negotiated 
Procedure must only be used with the prior approval of the Director of 
Corporate Resources. 

Approved Contract Extensions Where no Provision in the Contract 

8.  During the same 12 months period, in compliance with Rule 31 (iv), there 
were 8 approved contract extensions where there was no provision within the 
original contract (see Appendix A).  The total value of these 8 extended 
contracts, including the approved extension, was £4.77m.  

9.  The majority of these extensions have been awarded to allow time for 
aligning and co-terminating contracts in order to review the service and to 
cover the transition period, for example, the new Health Watch organisation. 

Actions Taken to Further Increase Compliance 

10.  In order to continue to maximise compliance with the Rules, business critical 
projects worth £69.86m have been subject to independent challenge by the 
Corporate Commissioning & Contracts Board (an officer board put in place to 
oversee contract awards and contract management). Departmental 
Commissioning & Contracts Boards are also in place to review and challenge 
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the procurement processes for lower value, risk procurement activity and to 
ensure good procurement practice has been followed. 

11.  The Corporate Management Team also receives a report on a quarterly basis 
to performance monitor the number of approved exceptions. 

Proposed Revisions to the Rules 

12.  Since the review of the Rules last year, 27 comments have been received 
and logged on the operation of the Rules from officers across the Council. 
The nature of these comments has ranged from amendments being proposed 
to take account of the personalisation agenda, changes in legislation, as well 
as some minor changes to clarify meaning. 

13.  As a consequence, 16 proposed revisions to the Rules have been drafted 
(see Appendix B), supported by the Head of Procurement & Resilience, Head 
of Legal Services, Head of Democratic Services and Administration, Head of 
Internal Audit Service and Assistant Director (Strategic Finance & 
Procurement). 

14.  One of the more significant proposed revisions is the addition of an exception 
in Rule 5 to accommodate cases where service users are able to choose their 
own providers.  Most of the other amendments are to provide greater 
clarification to the rules and to drive the best practice used for higher value 
procurements down through lower value purchases. 

15.  Should the County Council approve the draft revised Contract Procedure 
Rules, they will be published on the Council’s intranet and internet sites (the 
revisions highlighted on the home page) and communicated to all relevant 
managers and staff within the Council, including via newsletters and 
presentations. 

Recommendations 

16.  It is recommended: 

a. That the contents of this report on the operation of the Contract Procedure 
Rules between July 2012 and June 2013 be noted; 

b. That the County Council be recommended to approve the proposed 
amendments to the Contract Procedure Rules, as set out in Appendix B to 
this report. 

Appendices 

Appendix A -Contract Procedure Rules Exceptions & Requested Contract 
Extensions (2012-13) 

Appendix B  -Proposed Amendments to the Contract Procedure Rules 
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Equal Opportunities Implications 

The Rules ensure that all potential suppliers and suppliers receive equal treatment 
when bidding for contracts. 

Background Papers 

The Constitution of Leicestershire County Council 

Report to the Corporate Governance Committee on 24 September 2012 – 
‘Proposed Changes to the Contract Procedure Rules’ 

Circulation under the Local Issues Alert Procedure 

None 

Officers to Contact 

Fiona Holbourn 
Head of Procurement & Resilience 
Tel. 0116 305 6185 
E-mail: fiona.holbourn@leics.gov.uk 

Anthony Fernihough 
Senior Procurement Manager 
Tel. 0116 305 6494 
E-mail: Anthony.fernihough@leics.gov.uk 
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CORPORATE GOVERNANCE COMMITTEE – 23 SEPTEMBER 2013 

 
REPORT OF THE DIRECTOR OF CORPORATE RESOURCES 

 
INTERNAL AUDIT SERVICE PROGRESS REPORT 

 
 
Purpose of the Report 
 
1. The purpose of this report is to: 

 
(a) Give a summary of Leicestershire County Council’s Internal Audit Service 

(LCCIAS) work finalised since the last report to the Committee and 
highlight audits where high importance recommendations have been made 
to managers; 
 

(b) Provide an update on progress against the Head of Internal Audit Service 
report on Members’ allowances and expenses whistleblowing complaints 
(East Midlands Councils); 
 

(c) Provide an update on the County Solicitor’s report on the investigation into 
allegations concerning the conduct of the former Leader of the County 
Council, Mr David Parsons, regarding his use of County Council 
resources, and action to be taken to recover costs incurred; 

 
(d) Provide an update on other amounts invoiced to the former Leader of the 

County Council, Mr David Parsons. 
 

Background 
 
2. Under the County Council’s Constitution, the Committee is required to monitor 

the adequacy and effectiveness of the system of internal audit, which is 
provided by Leicestershire County Council Internal Audit Service (LCCIAS).  
To do this, the Committee receives periodic reports on progress against the 
annual Internal Audit Plan. The Committee is also tasked with monitoring the 
implementation of internal audit high importance recommendations by 
managers. 
 

3. Most planned audits undertaken (including those at maintained schools and 
locality sites) are ‘assurance’ type, which requires an objective examination of 
evidence to form an independent opinion on whether risk is being mitigated. 
Other planned audits are ‘consulting’ types i.e. primarily advisory and 
guidance to management, intended to add value e.g. commentary on the 

Agenda Item 859



 

 

effectiveness of controls designed before a new system is implemented. Also, 
unplanned ‘investigation type’ audits may be undertaken.  
 

Summary of Progress 
 
4. The report covers audits finalised between 1 April and 31 July 2013 

 
5. The overall opinions reached on schools’ financial management 

arrangements are summarised in the table below. The individual opinions are 
found on the LCCIAS web page.  The web link is:- 
http://www.leics.gov.uk/audit_schools_colleges.htm 

 
Opinions are given in relation to attaining a pre-set standard based on the 
Service’s ‘MOT’ system (explained in detail on the web page). 
 
 
 
 
 
 
 
 
 
 
 
 
 

6. The outcome of all other audits completed since the last progress report to the 
Committee is shown in Appendix A.  For assurance audits, the ‘opinion’ is 
what level of assurance can be given that material risks are being managed.  
There are four classifications of assurance: full; substantial; partial; and little.  
A report that has a high importance recommendation would not normally get a 
classification above partial. 
 

7. Appendix B details high importance (HI) recommendations and provides a 
short summary of the issues surrounding these.  The relevant manager’s 
agreement (or otherwise) to implementing the recommendation and 
implementation timescales is shown.  Recommendations that have not been 
reported to the Committee before or where LCCIAS has identified that some 
movement has occurred in a previously reported recommendation are shown 
in bold font.  Entries remain on the list until the auditor has confirmed (by 
specific re-testing) that action has been implemented. 
 

8. To summarise Appendix B, two new recommendations were added; none 
were closed and the implementation dates for three recommendations were 
further extended to allow additional development and re-testing. At the June 
Committee meeting Members were informed that the three HI 
recommendations relating to the administration of Developer’s Contributions 

Opinion given      Number 
 
Far exceeds         0 
Well above         5 
Above          3 
Reaches         0 
Generally reaches, however….      2 
Below          0 
 
Total         10 
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(s106) were put on hold pending an audit of the implementation of a 
replacement ICT system, which has now started.  

 
Progress against the Internal Audit Service report on Members’ allowances 
and expenses whistleblowing complaints (East Midlands Councils) 

 
9. Members were informed at the Committee meeting held on 26 November 

2012 that an exercise had been undertaken to calculate the total chauffeur 
and vehicle costs incurred by the County Council when Mr Parsons was 
transported in the official vehicle to and from UK departure points (airports 
and rail stations) when he attended Committee of the Regions meetings. 
 

10. The total value of these journeys had been calculated as £4089.84 but on 14 
June 2013 the Committee was informed that agreement had been reached for 
payment of a sum of £3,100 to be made in instalments over a six month 
period.  
 

11. The final instalment was received on 1 September 2013 and this amount has 
now been fully paid. 

 
Progress against the County Solicitor’s report on investigation into allegations 
concerning a Member’s conduct 
 
12. At the meeting of the Committee held on 14 June 2013, Members were 

informed that the independent investigation into allegations concerning the 
conduct of the former Leader of the County Council, Mr David Parsons, 
regarding his use of County Council resources and specifically journeys 
undertaken in the official car, otherwise than in relation to County Council 
business, had been finalised. 

 
13. The conclusion reached was that Mr Parsons had used the car and chauffeur 

inappropriately on 29 occasions; in 27 of these cases the journeys were not 
sufficiently connected with his role as a County Councillor or as Leader of the 
Council and in the other two, the purpose of the journey was acceptable, but 
the use of the car and the waiting time for the driver was not appropriate given 
the short distance involved. 

 
14. The Director of Corporate Resources informed the Committee at its last 

meeting that a calculation of the costs of the 29 journeys had not been 
finalised, but the figure was likely to be in the region of £3,500. 

 
15. The Committee resolved at its meeting in June: - 
 

“(b)  That the Director of Corporate Resources be requested to take further 
steps to finalise the assessment of the costs incurred for the journeys 
identified as inappropriate by the investigation into those allegations 
and to seek recovery of those costs and that the Director report back to 
the Committee on the action taken;” 
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16. The Head of Internal Audit Service scrutinised the 29 journeys.  For one 
journey there was no evidence that supported Mr Parsons being transported. 
For each of the remaining 28 journeys there was sufficient evidence and the 
costs of both the chauffeur and mileage were calculated. The total cost of the 
28 journeys, plus an overnight hotel stay in January 2009 and VAT, was 
£3670.66. 

 
17. An invoice for that amount along with a statement of the journeys and the 

calculations, a copy of the hotel invoice and an accompanying letter from the 
Director of Corporate Resources, was sent to Mr Parsons on 24 June 2013. 

 
18. In accordance with the County Council’s normal debt recovery policy, first and 

second reminder letters had been sent to Mr Parsons on 22 July and 2 August 
respectively.  A third and final reminder was sent on 10 September stating the 
County Council would look to commence legal proceedings if payment was 
not forthcoming within 14 days. If payment is not made consideration will be 
given to this option. 

 
Other amounts invoiced to the former Leader of the County Council, Mr David 
Parsons 
 
19. Two other amounts relating to his leased car have been invoiced to Mr 

Parsons. The first invoice was raised on 17 May 2013 in the sum of £752 for 
the early termination of the lease. To date £502 has been paid and the final 
payment of £250 is due on 1 October.  The second invoice was raised on 30 
August 2013 in the sum of £157.56 for his May 2013 contributions.  
Payment was received on 6 September 2013. 

 
20. In accordance with the Committee’s previous resolutions further reports will 

be submitted as necessary until all matters referred to have been concluded 
to the satisfaction of the HoIAS and the Director of Corporate Resources. 

 
Resource Implications 

21. None.     
 

Equal Opportunities Implications 
 
22. There are no discernible equal opportunities implications resulting from the 

audits listed.   
 

Recommendation 
 
23. That the contents of the report be noted. 
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Background Papers 
 
The Constitution of Leicestershire County Council 
 
Report to the Corporate Governance Committee on 13 February 2013 and 14 June 
2013 – ‘Internal Audit Plan for 2013-14’ 
 
Reports to the Corporate Governance Committee on 6 February, 15 May, 29 June, 
24 September and 26 November 2012 and 13 February and 14 June 2013 – 
‘Members’ allowances and expenses whistle blowing complaints (East Midlands 
Councils)’ 
 
Reports to the Corporate Governance Committee on 15 May and 29 June 2012 – 
‘Response to a request for an audit by Mr G.A. Boulter CC’.  
 
Report to the Corporate Governance Committee on 14 June 2013 – ‘Investigation 
into allegations concerning Members’ conduct’ 
 
Circulation under the Local Issues Alert Procedure 
 
None. 
 
Officer to Contact 
 
Neil Jones, Head of Internal Audit Service 
Tel: 0116 305 7629  
Email: neil.jones@leics.gov.uk 
 
Appendices 
 
Appendix A - Summary of Final Internal Audit Reports issued during the period 1 

April to 31 July 2013 
 

Appendix B - High Importance Recommendations 
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Appendix B 

 

High Importance Recommendations 

 
 

Audit Title (Director) 

 

 

Summary of Finding and Recommendation 

Management 

Response 

Action Date: Confirmed 

Implemented 

Reported September 2013     

Information Governance 

(A&C) 

An audit of a large sample of staff across a variety of 

sections within the Department, revealed a weak approach 

to operational information governance including: - 

• A very low percentage of staff had completed the 
mandatory Information Security E Learning course 

• There was a high number of examples of staff failing to 
adequately secure confidential/sensitive data both 

within the office and in transit 

 

Recommended formal and regular reminders on staff 

responsibilities. 

 

A 

 

 

A group was 

immediately set up to 

implement good 

practice, culture 

change and monitor 

performance in all 

service areas. Progress 

to be reported back to 

A&C Management 

Team. 

 

October 2013 

 

 

Pension Fund contribution 

‘bands’ (Pension Fund) 

Each year the Department for Communities & Local 

Government set the contribution bandings for the Local 

Government Pension Fund. These come into effect each 

April, hence payrolls have to be revised to reflect the new 

bandings. EMSS payroll staff should check that the 

changes have properly occurred. The audit revealed that a 

report designed to assist this task was inadequate and also 

that due to work load and time constraints no checks were 

undertaken on one payroll and only a random sample on 

another. This could impact on both employee and 

employer contributions and have reputation damage. 
 

Recommended that the report should be reconfigured and 

a framework for sample testing should be agreed and 

A September 2013 

 

Implementation of the 

new business 

reporting mechanism 

has been delayed and 

there have been 

changes to 

management. 

 

Extend to October 

2013.  
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implemented to cover future pension banding changes. 

Originally reported Feb 2013     

Employee annual leave 

recording (CHR)  

Oracle Self-Service was not being used by all eligible staff to 

request and record annual leave, instead they were relying on 

traditional and familiar methods. This was partly due to 

operational management not enforcing usage based on 

uncertainty that the module was “fit for purpose”. A range of 

potential risks were identified including inefficiency and 

inconsistency created by continuing use of traditional 

methods,  inability to calculate total unused leave for financial 

reporting requirements and a risk to reputation should EMSS 

seek to roll out its Oracle functions and add new partners. 

 

Recommended a strategic decision was taken whether to 

instruct that the use is mandatory or defer, awaiting full 

confidence in the application and its accuracy. 

  

Agreed in 

principle 

subject to: - 

 

Certain staff 

groups needing 

to be excluded; 

 

Development 

of recording 

leave by hours 

rather than 

days. 

Mar 2013 

 

EMSS partners have 

agreed Oracle 

requirements and are 

requesting changes to 

the system from April 

2014, but these will 

need to be considered 

against other system 

developments.  

 

Extend to January 

2014 
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Originally reported Sep 2012     

Partnerships Risks (CG) Considerable time & effort had been invested to identify all 

types of partnerships (including those falling under 

Leicestershire Together) and associated governance 

arrangements, with a view to identifying risks associated with 

any key arms-length organisations/partnerships. Nevertheless, 

the audit concluded that existing guidance for evaluating and 

managing partnership risks could be strengthened.  

 

Recommended: - 

An effective framework to define and identify significant 

partnerships and ensure the risks from those partnerships have 

been identified, prioritised and monitored should be devised 

and implemented. Example content was supplied. 

 

A February 2013 

 

A framework has been 

designed and 

implemented. A period 

of operation is 

required before 

compliance testing can 

take place, which will 

be performed later in 

the year. 

 

Extend to January 

2014  
 

 

Originally reported Nov 2011     

BACS separation of duties 

(CR) 

There is potential for some staff in the Financial Systems 

Team to override segregation of duties within the BACS 

payment process.  Staff could potentially amend their own 

access rights to override the end to end process. The Assistant 

Director Customer Services and Operations is planning for 

the East Midlands Shared Service project to revise processes 

to address this issue. 

  

Of the two interim recommendations made, only one remains 

outstanding - Ascertain from Oracle if any additional 

safeguards could be put in place. 

A September 2011 

 

A process to alert the 

system administrator 

of temporary changes 

to BACS access, has 

been tested in a 

‘development’ 

environment but 

further testing is 

required by Internal 

Audit Service to prove 

it works in ‘live’ 

environment. 

 

Extend to 

October 2013.   
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‘On hold’ pending new internal audit work 

Originally reported Feb 2012     

Developers Contributions 

(Section 106) (CEx) in 

conjunction with all 

departments 

Departmental records have not been consistent in providing a 

clear trail of income and expenditure. 

Recommended: - 

1. Monitoring income and expenditure to project time-spans 

and purpose intended 

2. validating the accuracy of individual record content as it 

was migrated onto the new database 

3. department 'links officers' reporting to a central 

coordinator 

A March 2012 

 

Agreed to extend to 

April 2013 

 

Suspended June 2013 

1. Met 

2. Data 

migration 

errors have 

now been 

addressed.  

Work 

underway on 

validation 

checks and 

introducing 

systems to 

capture 

spending data. 

3. Not met 

Developers Contributions 

(Section 106) (CEx) in 

conjunction with all 

departments 

Once the S106 has been agreed the responsibilities for co-

ordinating and monitoring income and expenditure relating to 

the administration of developers’ contributions against the 

Section 106 are fragmented.  Recommended establishing a 

time limited working group to produce agreed procedures.  

 

A February 2012 

 

Agreed to extend to 

April 2013 

Suspended June 2013 

 

Partly met 

A group is 

established but 

await the data 

migration 

cleansing to 

finalise 

methodology. 

Developers Contributions 

(Section 106) (CEx) 

The Statement of Requirements for Developer Contributions 

clearly states how the County Council aims to ensure 

efficiency and transparency in the handling of developer 

contributions, but formal monitoring reports had not been 

produced to aid those aims. Recommended a review and 

decide on which (and to who) reports should be produced. 

A March 2012 

 

Agreed to extend to 

April 2013 

 

Suspended June 2013 

 

Not yet in 

place 

Key to management response 

A=Recommendation agreed; M=modified recommendation agreed; D=Assumed agreed; X=Not agreed 

7
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