
AUDIT & GOVERNANCE COMMITTEE 
 

30 May 2017 

Present: Councillor Judith Skinner (Vice-Chairman), Councillors Colin Brotherton, 
David Brown, Barrie Pierpoint, Felicity Ransome and Mr Alan Pickering 
 
Officers –  
Head of Financial Services, Accountancy Manager Capital and Treasury, 
Transformation and Governance Manager, Internal Auditor (City of Lincoln Council) and 
Democratic Services Officer 
 

Vice-Chairman in the Chair 
 
The Chairman thanked the Senior Accountant (Capital and Treasury) for all her efforts 
for the Council, as this was her last meeting before leaving to take up a new post at City 
of Lincoln.   
 
1   MINUTES 

 
The minutes of the Committee’s last meeting, held on 20 March 2017, were agreed as a 
correct record and signed by the Chairman.   
 
2   APOLOGIES 

 
There were apologies for absence from the Chairman, Councillor Dr Gordon Gregory, 
and Councillors Anton Dani, Paul Gleeson and Jonathan Noble, and from Mr John 
Cornett, KPMG Director.   
 
3   ANNUAL AUDIT FEE 2017-18 

 
The Committee considered KPMG’s Annual Audit Fee letter for 2017/18, which set out 
the planned fee for audit work. 
 
In response to questions, the Head of Financial Services explained: 

 The planned fee was the same as for the current year; for the previous 2-3 years 
there had been a 25% decrease year-on-year so the Council was about 40-50% 
below the fees of 3-4 years ago in line with the national reduction.   

 There had been no indication as to when the Council might receive the Audit 
Commission surplus to be distributed. 

 It was not anticipated that separate fees for tripartite arrangements between grant-
paying bodies would cost the Council any extra; there might possibly be a reduction. 

 The External Auditor appointment would be made before the audits commencing 
2018/19; the exercise would take place during the course of the year and the result 
known by the beginning of next year. 

 
[Councillor Barrie Pierpoint arrived at this point.] 
 
The Head of Financial Services confirmed that KPMG was in the fourth year of its five-
year term with the Council.  Fees were not fixed and had decreased by significant 
percentages until this last year, when they had been held.  The fees were now £45,000 
compared to in excess of £70,000 a few years ago.  The Council had signed up to take 
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part in the national procurement exercise for the next External Auditor appointment and 
that might produce more savings.   
 
4   ANNUAL FRAUD PERFORMANCE REPORT 2016-17 

 
The Head of Financial Services presented the Annual Fraud Performance Report for 
2016/17, which set out the counter fraud activity that took place during the year. 
 
The report set out the results of: 

 The Council Tax Single Person’s Discount Review undertaken in conjunction with the 
National Fraud Initiative; 

 The Benefit Fraud Sanctions delivered by the Department for Work and Pensions 
(DWP) on behalf of the Council; and  

 A review of Council Tax Support cases funded by the Lincolnshire County Fraud 
Partnership.    

 
An internal audit of the Council’s fraud arrangements undertaken during the year had 
been given substantial assurance.   
 
Key developments during 2017/18 included: 

 An update of the Anti Fraud and Corruption Policy and the Prosecutions & Sanctions 
Policy to reflect service changes and current best practice; 

 An online training packing in respect of fraud, corruption and bribery to be rolled out 
to staff and Members of the Council; 

 Work to continue with the Lincolnshire County Fraud Partnership to minimise the risk 
of fraud and corruption entering the Council’s systems and procedures.   

 The Council to receive £20,000 Right Benefit Initiative funding from the DWP to 
target the highest area of Housing Benefit fraud and error, namely earnings.   

 
In response to questions, it was explained that 

 Capacity Grid, employed to identify overpaid Council Tax Support, was a private 
company that had experience, knowledge and expertise in the revenue and benefits 
field. 

It was intended that the online training package on fraud, corruption and bribery would 
be rolled out to employees and Members in the next month. 
 
5   QUARTER 4 RISK REPORT 

 
The Transformation and Governance Manager presented a report, which set out the 
Quarter 4 risk information along with the strategic risk register and risk management 
framework for 2017/18. 
 
The Transformation and Governance Manager reported that there were no major 
changes to report with respect to risks in Quarter 4 and there were no new strategic or 
operational risks.  It was proposed to monitor 16 strategic risks in 2017/18, with growth 
and local economy having been combined into one.   
 
Details of the summary of strategic risks in 2016/17 were highlighted, including:  

 The Local Plan, which was having a significant impact on the risk register, was due 
for submission imminently and might move off the list in the coming year.   
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 The ‘likelihood’ of the environmental enforcement risk had decreased to ‘hardly ever’ 
because of the new enforcement arrangements in place, but would remain on the 
register for another year so the impact could be monitored; if successful, it could be 
considered for removal from the register.   

 The budget risk remained high, partly due to external factors, even with mitigating 
actions in place, but controls were in place to manage internal risks.   

 The compliance risk, particularly noteworthy for the Committee, remained as a 
medium risk and there were no major issues to report for the auditors or in the 
Combined Assurance Status Report.  However, it was retained on the register to 
enable the Committee to keep a watching brief and be alerted early to any changes.   

 
The outcome of the review of strategic risks for 2017/18, in which Members had been 
heavily involved, was summarised in the report and would be submitted to Cabinet in 
June.   
 
The final part of the report related to the review of the risk management framework.  No 
suggestions for changes or improvements had been received and none were 
recommended; it remained fit for purpose addition was in line with the approach taken 
by the Council’s partners and good practice.  The framework was available online 
should Members have any comments in the future.   
 
During discussion, the risk scoring of growth and the local economy was queried due to 
its importance and the need to make improvements without delay. 
 
In response, Members were referred to the strategy, which set out the meaning of the 
likelihood and impact criteria with which the risks were scored.  The view that insufficient 
growth had taken place had been taken into account when scoring the growth and the 
local economy risk.  However, the Economic Development Plan was now in place to 
mitigate future risk and, therefore, the Performance Clinic had recommended that the 
risk remained ‘medium’.  This could be reviewed quarterly to ensure the plan was being 
implemented and the score could be amended.  The plan was scheduled to be 
considered by the Environment and Performance Committee. 
 
[Please note: the Economic Development Plan is an internal document which aligns with the adopted 

Council Plan 2016/17 to 2019/20. The associated rolling action plan is already being delivered and the 
next report to Scrutiny will be in October 2017. In the meantime, if anyone would like more detailed 
information please speak to the Economic Development Manager, Clive Gibbon] 
 
In response to other questions, it was explained that the Council’s Communications 
Manager and the regional group would speak on behalf of the authority in the event of 
an emergency situation.   
 
There was a link between the town centre and growth and local economy; it could be 
said the town centre came under growth and local economy, but it was separate 
currently due to the work of the Task and Finish Group.   
 
The report referred the strategic risk that the next phase of the Transformation 
Programme would impact on the ability of the Council to deliver public services.  In 
response to concern, it was explained that the Transformation Programme was vital to 
the management of the budget and it was a high-level strategic risk because of the 
impact it would have on the Council delivering the savings it needed to.  The 
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Transformation Programme approved in July 2016 identified the programme’s 25 
projects, any of which, if not managed well, could impact on the delivery of public 
services.  The aim was to deliver the current services, but differently, because of the 
availability of fewer resources.  
 
With respect to the possibility of the risk of the impact of any legal costs the Council 
might incur, it was explained that this would be a financial risk, should it be sufficiently 
significant.  However, a sum was already budgeted for legal costs each year and, if any 
issue arose that increased legal costs above the budgeted amount it would be reported 
to Members in the quarterly monitoring reports.  If any action was to be taken officers 
would look to draw from reserves within the year.  Costs had been contained within 
budget for the financial year 2016/17.  Any variances in 2017/18 would be reported.   
 

Action: PJ 
Advise Members of the amount budgeted for legal costs 

 

RESOLVED: That the strategic risk register and risk management framework for 
2017/18 be recommended to Cabinet for approval. 

 
6   ANNUAL GOVERNANCE STATEMENT 2016-17 

 
The Transformation and Governance Manager presented a revised draft Audit and 
Governance Statement (AGS) for Members’ comments prior to sign-off by the Leader 
and the Chief Executive.   
 
The Council was required to review the effectiveness of its governance framework and 
prepare an AGS annually.  It was the Committee’s responsibility to review the AGS prior 
to approval and to consider whether it properly reflected the risk environment and 
supporting assurances, taking into account Internal Audit’s opinion on the overall 
adequacy and effectiveness of the Council’s framework of governance, risk 
management and control.   
 
A self-assessment exercise undertaken with Corporate Management Team (CMT) 
against the new framework had informed the draft.  Any comments arising from the 
Committee’s review would be considered and included as appropriate.  The final AGS 
had to be published as part of the Council’s Annual Accounts.  
 
The draft had been updated since the Committee approved it at its last meeting; the 
wording had been reviewed in line with good practice and the action plan had been 
streamlined to reflect only major governance issues, following concern that the 
statement had become too large.  The revised draft was attached to the report at 
Appendix A.   
 
The Head of Financial Services added that the Committee had considered the previous 
draft comprehensively and by incorporating Members’ comments it had consequently 
become a much more focused document.   
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7   PRE-AUDIT FINANCIAL REPORT 2016-17 
 

The Senior Accountant (Capital and Treasury) presented the pre-audit Financial Report 
for 2016/17. 
 
The Financial Report, which included the Statement of Accounts, was attached to the 
covering report at Appendix A.  The Committee was asked to review and comment on 
the document to support the assurance process, prior to signing by the Section 151 
Officer and audit.   
 
There were some major presentational changes to the requirements as set out in the 
Code of Practice issued by the Chartered Institute of Public Finance and Accountancy 
(CIPFA).  For the first year, the Council was looking at the Expenditure and Funding 
analysis with subsequent changes to the INE presentation that followed.   
 
In terms of revenue, expenditure was in line with budget following the move of a small 
underspend to reserves.  More details would be included in the regular performance 
monitoring report which would be presented to Cabinet in June.  On the capital side, the 
Council spent a little over £2m with some slippage into 2017/18, the largest scheme 
being the Municipal Buildings alterations with the Department for Work and Pensions 
(DWP).   
 
The net worth of the Council, as shown on the Balance Sheet, decreased by £2.2m at 
the year end, the main reason being the worsening of the pension liability by almost 
£2.2m, to £33m, following the annual valuation.   
 
Reserves were broadly similar to the previous year, with a minor reduction in usable 
reserves.  The notes that followed provided further detail to the makeup of the core 
statements.  KPMG commenced their audit on 5th June 2017; their findings and the post-
audit financial statements would be presented to the Committee in July for formal 
approval.     
 
In response to questions, the Head of Financial Services reported that the increase in 
the Corporate Services net expenditure was largely as a result of the underwriting 
assessment reported to Members in Quarter 3.   
 
With respect to the pension liability, it was explained that, as part of the production of the 
accounts, as at 31st March each year, the actuaries were required to undertake a 
valuation.  This year the position went from an anticipated deficit over the next 20 years 
of £31m to £33m net; the difference between the assets and liabilities projections.   
 
Every 3 years the actuary took an in-depth view of the ongoing position and then the 
Council’s funding for those next 3 years was produced as a result of the exercise.  In the 
last 10 years, almost year on year there had been an increase in the employers’ 
contribution, which sought to reduce the pension deficit and achieve a balanced position 
over 20 years.  As longevity increased and asset returns had not kept pace, the pension 
liability had increased.  The scheme consisted of three elements depending on when an 
employee joined and it was possible that employees could retire early with actuarially 
reduced pensions, but those joining now would have a retirement date that matched the 
state retirement age.  The pension scheme was administered by the West Yorkshire 
Pension Fund on behalf of Lincolnshire County Council and safeguards were in place 
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should an authority in any way begin to fail to make up the deficit to ensure funds were 
not lost.   
 
Questions were then raised with respect to the CCTV scheme involving other local 
authorities as to whether there a forecast of how much revenue it might accrue and, 
also, there was concern that it had not been considered cost effective to have standby 
power for CCTV, as Government studies had shown that criminality increased 
significantly when CCTV went down.   
 
The Head of Financial Services replied that there had been a series of reports regarding 
revenue savings from the CCTV scheme, but as the scheme was not yet finished, they 
had not yet been fully delivered.   
 

Action: PJ 
Advise Members of the details of actual revenue savings from the CCTV scheme and 
the risks relating to lack of standby power. 

 
8   ANNUAL TREASURY MANAGEMENT REPORT 2016-17 

 
The Senior Accountant (Capital and Treasury) presented the annual report that provided 
an analysis of the Council’s Treasury Management activities for the 2016/17 financial 
year. 
 
The indicators had been successfully managed within the parameters approved by Full 
Council in March 2016 for the 2016/17 Treasury Management Strategy.  The capital 
programme and supplementary estimates allowed for spending of £4.7m in 2016/17 with 
a static Capital Financing Requirement, given that the proposed expenditure was fully 
financed without any further need to borrow. 
 
The level of deposits with counterparties including call accounts and Money Market 
Funds (MMF) at the year end was £10.8m.  Investments, all under one year, were 
£8.5m.  The average rate of return on investments was 0.63% with the interest on 
investments exceeding the budget of £65,000 by around £16,000 due to higher than 
expected balances being available to invest.  Investments in property funds had 
produced distributions of £19,000 and a notional capital value of £43,000. 
 
Treasury Management continued to be difficult, given the current financial climate and 
market sentiment about the effects of Brexit.  Officers would continue to be vigilant and 
report any significant issues to the Committee. Overall, the Council had successfully 
achieved its objectives of ensuring investments were held with relatively secure 
counterparties and diversifying into Property Funds which, to date, had provided a 
positive contribution; ensuring there was sufficient liquidity to operate efficiently and 
enable the delivery of objectives; and achieve a yield which meant investment returns 
were above those budgeted for. 
 
During discussion, there was a view that, although it was pleasing that the property 
funds had performed, the Council should be cautious about redirecting more money to 
them as this might not be prudent.   
 
The Head of Financial Services agreed and added that diversification was helpful.   
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RESOLVED: That the Annual Treasury Report be recommended to Full Council for 
approval 

 
9   INTERNAL AUDIT ANNUAL REPORT 2016-17 

 
The Internal Auditor presented the Annual Internal Audit Report of the Council for 
2016/17, which provided a summary of the audit work undertaken over the past year.  
 
The report set out the Internal Audit Manager’s opinion on the adequacy and 
effectiveness of the Council’s arrangements for governance, risk management and 
control; these were performing well and there were no qualifications to the opinion.  
Management was recommended to consider whether any of the areas rated as ‘amber’ 
in the Combined Assurance Report should be included in the Annual Governance 
Statement or Directorate Risk Registers; however, management considered that, as 
there had been no changes in these areas, it was not relevant to include them.   
 
Assurance levels in the year were mostly substantial, with some being high, and 
management had implemented 95% of the recommendations made by the end of 
March. 
 
The report also set out how the audit plan was discharged and the overall outcomes of 
the work undertaken: Internal Audit had delivered 99% of the plan by the end of the 
financial year and it had achieved successfully against most targets, with others to be 
closely monitored to improve performance. 
 
In response to questions, it was confirmed that stock and cash was an area that Internal 
Audit would consider; they had not considered it in detail during this year, though they 
had looked at the garden waste audit as a new income area.  They looked across all the 
Council’s main income areas each year to identify new and significant areas.  They tried 
to schedule one cash area each year.  Specific items of furniture and equipment were 
not part of the areas considered by Internal Audit.    
 
The Head of Financial Services added that the Council had to balance available 
resources for Internal Audit work that was the most valuable.  The Council did not have 
a significant amount of stock.  Fixtures and fittings were not necessarily held under 
individual inventories.  Items of furniture no longer needed following the recent office 
moves were being sold.   
 
10   INTERNAL AUDIT PROGRESS REPORT MAY 2017 

 
The Committee considered a report on progress with Internal Audit work and the current 
position with agreed management actions in respect of previously issued reports. 
 
All of the 2016/17 audits had been completed and were summarised in the report.   The 
Accountancy audit had received High Assurance; five others had received Substantial 
Assurance: CCTV; Garden Waste Income; Land & Property; Procurement Cards; and 
Governance, Risk & Fraud. 
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With respect to the high priority recommendations from the audits, those relating to the 
Governance, Risk & Fraud and the Garden Waste Income audits had been implemented 
as agreed and a formal follow up of the recommendations of the IT Infrastructure audit 
was to be undertaken by an IT consultant in Quarter 2. 
 
The timings of the 2017/18 audits had been agreed with management.  One audit had 
been started and a further three were being prepared and would start soon.  Appendix 2 
provided details of the audits in the plan.   
 
The issue of the backup power for the CCTV system was raised.  It was believed that 
the partner authorities would be aware of the lack of back up power, as the information 
was in the public domain. 
 
Members discussed procurement cards and some concern was expressed at the 
number of cardholders, use of the cards and the level of card limits. 
 
In response, it was explained that the cards were used for small, low-value purchases, 
such as consumables and stationery, to avoid bureaucracy when necessary.  They 
enabled business continuity when the accountancy system was down and the ability to 
make purchases through the normal systems was compromised, allowing people to 
make purchases quickly and simply in emergency situations.   
 
The auditors and management had considered card limits.  Not all limits were the same; 
assessments were made of likely spend, and, for a small number of people the limit was 
higher, with the maximum limit being £10,000.  The Chief Executive had the power to 
approve emergency expenditure under the Financial Procedure rules in any case.  
 
Members discussing the limits further, and, although one Member remained concerned, 
others expressed the view that, with adequate controls in place, it was acceptable for a 
small number of senior officers to have a higher limit depending on their role to deal with 
contingencies and that the maximum might not be high enough.  The Head of Financial 
Services confirmed that all card holders were required to sign up to the Council’s 
relevant policy and any use outside the policy was a disciplinary matter.  One of the 
audit recommendations was to review the guidance against current processes and re-
issue updated guidance to all cardholders.  
 
The Internal Auditor explained that Internal Audit drew up the audit plan for 2017/18, 
which had been reported to the Committee’s previous two meetings, by looking across 
all the areas of the Council’s operation and assessing them and carrying out risk 
assessments.  Those assessed as the most important were included in the plan for 
audit.   All those listed in the plan for 2017/18 were of equal importance and the 
indicative scope, key risks and key controls for each would be looked at.   
 
The Head of Financial Services added that management considered the first draft of the 
plan and discuss with Internal Audit any areas they wished to add and those of less 
concern in order to arrive at a final plan, which was then submitted to the Committee for 
monitoring during the year.    
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Action: PJ  
E-mail Members with: 

 The costs of the backup power for the CCTV system, which had been considered too 
high; 

 The timescales within the service level agreement with respect to monitors when out 
of service; 

 The cost of the Garden Waste sticker despatch issue caused by a coding error; 

 The link to the website to view the Council’s policy relating to use of procurement 
cards. 

 
11   WORK PROGRAMME 2017-18 

 
The Committee’s work programme was noted. 
 
 
 

The Meeting ended at 7.35 pm 
 


