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AUDIT & GOVERNANCE COMMITTEE 
 

30 May 2018 

Present: Councillor Jonathan Noble (Chairman), Councillor James Edwards (Vice-
Chairman), Councillors Tom Ashton, Michael Brookes, Felicity Ransome and 
Mr Alan Pickering 
 
In attendance: Councillor Sue Ransome  
 
Officers –  
Chief Finance Officer, Head of Internal Audit (City of Lincoln Council), Principal Auditor 
(City of Lincoln Council) and Senior Democratic Services Officer 
 
1   MINUTES 

 
The minutes of the Committee’s last meeting, held on 19 March 2018, were agreed as a 
correct record and signed by the Chairman. 
 
2   APOLOGIES 

 
There were apologies for absence from Councillors Colin Brotherton, Paul Gleeson and 
Barrie Pierpoint. 
 
3   ANNUAL AUDIT FEE 2018/19 

 
The Committee considered the Annual Audit Fee letter for 2018/19, which had been 
submitted by Mazars, the Council’s newly appointed external auditors, setting out the 
planned fee for audit work. 
 
The Chief Finance Officer advised the Committee that he would be meeting with 
Mazars’ representative the following week and would invite him to attend a future 
meeting.   
 
4   ANNUAL FRAUD PERFORMANCE REPORT AND POLICY UPDATES 

 
The Chief Finance Officer presented the Annual Fraud Performance Report and Policy 
Updates, which outlined the counter fraud activity that took place during 2017/18. 
 
It was remarked that the policies were well set out and easy to understand.  
 

RESOLVED: 
  
1. That the content of the report be noted and the updated fraud policies be 

approved. 
2. That the approval of future minor amendments to the fraud policies be 

delegated to the Chief Finance Officer. 

 
5   QUARTER 4 2017/18 RISK REPORT 

 
The Chief Finance Officer presented a report, which set out risk information for quarter 4 
of 2017/18 and reviewed arrangements for 2018/19. 
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There were no new strategic or operational risks to report.  The Corporate Management 
Team (CMT) were continuing their in-depth review of the strategic risks, which 
commenced in 2017/18.   
 
There had been no major changes to risk arrangements in the year and it was 
recommended to continue with the current framework without change in 2018/19, 
subject to updates to naming conventions as required, e.g. Portfolio Holder and Head of 
Service. 
 
6   PRE-AUDIT FINANCIAL REPORT 2017/18 

 
The Committee considered a report by the Chief Finance Officer, which presented the 
pre-audit Financial Report 2017/18, including the Statement of Accounts.   
 
The Committee was asked to consider the Financial Report, prior to it being presented 
for audit, for which the statutory deadline was 31st May 2018, having been brought 
forward by one month from the previous year.   
 
This would be the final audit to be undertaken by KPMG, before Mazars took over as the 
Council’s external auditors.  The outturn report for the year would give details on 
variances against budgets.   
 
The Chief Finance Officer went through the key points of the report and thanked the 
officers involved for their hard work, particularly the recently-appointed Accountancy 
Manager (Treasury & Capital).   
 
A question was raised relating to the Marginal Viability Fund.  Homes England was 
completing the final stages of its due diligence assessment for a Marginal Viability Fund 
grant; as soon as it was awarded, the Council would enter into a delivery contract with 
Chestnut Homes in order that the Quadrant development could progress and accelerate 
the delivery of the scheme.  Significant market changes had occurred since the original 
viability model for the scheme was produced.  The Council had been able to access and 
unlock Government funding that was part of the Government drive for growth nationally, 
and the scheme would go ahead, whereas it might otherwise have not progressed. 
 

Action: PJ 
Ask the officer dealing with the bid from the Marginal Viability Fund to contact the 
Chairman directly to provide the detail of the bid and advise Councillor Sue Ransome 
whether the funding is additional to the money from the Greater Lincolnshire Local 
Enterprise Partnership. 

 
In response to questions, it was explained that only initial steps had been taken with 
respect to borrowing £20m to which the Council had agreed in principle; discussions 
were ongoing with the Council’s treasury advisors on the best way forward to ensure 
due diligence.  The Capital Strategy report that had been agreed by Full Council on this 
issue was clear; initially, the borrowing would be spent on units in property funds and the 
revenue returns of the funds would cover the cost of borrowing with an anticipated small 
excess that would be put aside for the future in case there was a reduction in the capital 
value.  This was a long-term proposal; it was expected that the funds would increase in 



Audit & Governance Committee 
30 May 2018 

 

value over time and decisions would then be made during the annual budget review as 
to whether capital should be withdrawn for spending.   
 
It was confirmed that the borrowed money would be spent immediately to buy the units 
in the property funds.  It was difficult to say whether there would be a financial penalty 
should the Council decide to pay back the loan early; it would depend on the rates 
position at that time, e.g. the Public Works Loans Board might be agreeable to early 
repayment if interest rates had increased.  It was confirmed that the £20m was a ceiling, 
not an immediate borrowing amount.  The Council, with its treasury advisors, would see 
a number of fund managers and borrowing would only take place when it was certain 
that units could be purchased.     
 
The figures for the purchase of property, plant, equipment and investment property 
included capital investment of £221,000 at the Princess Royal Sports Arena (PRSA).  In 
response to a question, it was explained that the agreed investment in the PRSA was 
£840,000 over two years, not ten years, to cover a series of works to bring it to standard. 
Most of the money had been spent in 2016/17. 
 
7   ANNUAL TREASURY MANAGEMENT REPORT 2017/18 

 
The Chief Finance Officer presented the Annual Treasury Management Report 2017/18, 
which set out the Treasury Management activities of the Council for the period 1 April 
2017 to 31 March 2018. 
 
Returns for the year were above the budgeted figures.  Officers had been especially 
prudent during this first year of holding sums in property funds, which had performed 
above their initial assessment.  Also, the capital value of the property funds had 
increased over the year.  Interest rate forecasting continued to be very difficult. 
 
The Chairman thanked officers for efficiently providing the answers to the questions he 
had submitted prior to the meeting.   
 
In response to a question, it was explained that the London Interbank BID rate was the 
benchmark rate that banks used to lend money between themselves. 
 
With respect to a comment on the usefulness of the glossary, it was explained that his 
had been taken out of the report due to its size, but it was available on the Council’s 
website and hard copies would be provided on request in the future.   
 
8   INTERNAL AUDIT ANNUAL REPORT 2017/18 

 
The Internal Audit Manager presented the Annual Internal Audit Report of the Council 
for 2017/18, 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 
internal control.  All areas had been given ‘green’ or substantial assurance.  Assurance 
levels were similar to the previous year, with 100% substantial or high; there were no 
audits with limited or low assurance.  The Combined Assurance work identified some 
‘amber’ assurance areas; however, mitigation plans were in place to address these. 
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Both the Internal Audit’s associated recommendations and Combined Assurance areas 
were considered as part of the Annual Governance Statement, which was reviewed 
separately by the Corporate Management Team (CMT) to determine whether areas 
were significant governance issues.  There were a similar number of recommendations 
and the number of high priority recommendations had increased only slightly and there 
were no concerns about this.  The implementation of recommendations was good at 
84%; there were some outstanding recommendations, which were monitored through 
the Committee’s progress reports.  Internal Audit performance was satisfactory and 
feedback was good to excellent overall. 
 
In response to a question, Members were advised that the Internal Auditors would 
endeavour to improve officers’ responses to the client feedback questionnaire and work 
with managers to obtain a full response in future.   
 
CMT had agreed the Audit Plan for 2918/19 and work on it had commenced.  The plan 
remained flexible to take account of any changing risks. 
 
9   INTERNAL AUDIT - PROGRESS REPORT 2018/19 

 
The Internal Audit Manager presented a report on progress with Internal Audit work in 
2018/19 and the current position with agreed management actions in respect of 
previously issued reports. 
 
The 2017/18 audit plan had been completed with 98% of the plan delivered at the end of 
March since when the remaining three audits had been finalised: Governance and Risk, 
which had received High assurance; Treasury Management, which had received 
Substantial assurance, and Controlling Migration Fund, which was consultancy work.   
 
The 2018/19 audit plan was progressing well and was on track.  One audit was almost 
complete, another was due to start in May and others were being prepared.   
 
Management had requested that some work be carried out on car parking and 
discussions would take place as to what work would be moved to accommodate this.   
 
Two other audits were in progress: Elections & Electoral Registration, for which the 
report was being agreed, and Payroll Key Controls, for which the fieldwork was in 
progress.   
 
The Chief Finance Officer brought the Committee’s attention to the Internal Auditors’ 
flexible way of working to add value to the audit work.  For example on the Controlling 
Migration Fund, to ensure the governance arrangements in place were robust and the 
Internal Audit view on it was very helpful.   
 
In response to a question, it was confirmed that the original terms of the Controlling 
Migration Funding stipulated that it had to be spent within a 2-year period and officers 
would be liaising with MHCLG to ensure the funding was spent or extensions applied for 
if necessary, though this was not anticipated. 
 

Action: PJ/JC 
Re-circulate the breakdown of the Controlling Migration Funding. 
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10   WORK PROGRAMME 

 
The work programme was noted. 
 

Action: PJ 
Invite Mazars’ representative to attend the Committee’s September meeting. 

 
 
 
 
 

The Meeting ended at 7.20 pm 
 





AUDIT & GOVERNANCE COMMITTEE 
 

23 July 2018 

Present: Councillor Jonathan Noble (Chairman), Councillor James Edwards (Vice-
Chairman), Councillors Tom Ashton, Michael Brookes, Colin Brotherton, Paul Gleeson, 
Dr Gordon Gregory, Barrie Pierpoint, Sue Ransome and Mr Alan Pickering 
 
Officers –  
Chief Finance Officer, Director (KPMG), Head of Internal Audit (City of Lincoln Council), 
Principal Auditor (City of Lincoln Council) and Senior Democratic Services Officer 
 
In attendance: Accountancy Manager - Treasury & Capital and Accountancy Manager - 
Revenues & Systems  
 
11   MINUTES 

 
The minutes of the Committee’s last meeting, held on 30th May 2018, were agreed as a 
correct record and signed by the Chairman. 
 
12   APOLOGIES 

 
There were apologies for absence from Councillor Felicity Ransome; Councillor Sue 
Ransome was attending as her substitute. 
 
13   REPORT TO THOSE CHARGED WITH GOVERNANCE (ISA 260) 2017/18 

 
The KPMG Director presented the External Audit ISA 260 Report for 2017/18, which set 
out KPMG’s key findings in relation to their external audit of the Council.  Subject to all 
outstanding queries being resolved to their satisfaction, KPMG anticipated issuing an 
unqualified audit opinion on the Council’s financial statements before the 31st July 
deadline.   
 
The KPMG Director went through the summary of the key findings, covering the controls 
over key financial systems and the IT control environment; accounts production; the 
opinion on the financial statements; completion of the audit; value for money 
arrangements; and exercising of audit powers; and acknowledgments. 
 
The report highlighted an exception in relation to controls with respect to general IT 
controls in that authorisation of starters and leavers on the Academy System were not 
evidenced or documented and it was recommended that this area be strengthened.  
This recommendation had been raised in the ISA 260 for 2016/17.   
 
KPMG had received a complete set of accounts for audit on 22nd May 2018, well in 
advance of the statutory deadline of 31st May, and the Council had provided good-
quality working papers. 
 
Two significant risks, excluding those mandated by International Standards on Auditing, 
had been identified previously: Valuation of Property, Plant and Equipment (PPE), in 
particular land and buildings not valued for a considerable time, and the valuation of the 
Pensions Liabilities, for which the issue was the reliance on a third party for information 
for the accounts.  KPMG had carried out a significant amount of work in these two areas 
and found no issues to raise; the risks with respect to both had been mitigated.    
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The audit had not identified any material adjustments.  There were a small number of 
minor presentational matters, which officers had agreed to amend and these did not 
impact on the pre-audit outturn reported in May.   
 
The audit of the financial statements was substantially complete subject to specific 
areas set out in the report.  It was proposed that an unqualified opinion would be issued.  
Before issuing the opinion, a signed management representation letter was required.  It 
was anticipated that the completion certificate and Annual Audit Letter would be issued 
in September 2018.   
 
With respect to value for money arrangements, KPMG had concluded that the Council 
had made proper arrangements to secure economy, efficiency and effectiveness in its 
use of resources and, therefore, anticipated issuing an unqualified value for money 
opinion.  This was a positive outcome.  It was stressed that the audit did not relate to 
delivery of value for money per se; it was an assessment of the processes and 
arrangements in place to secure it. 
 
One significant value for money risk had been identified, Financial Resilience, relating to 
the Council’s ability to deliver its Medium Term Financial Plan.  KPMG’s overall view 
was that the Council was well placed to do so as the arrangements, processes and 
systems underpinning it were fit for purpose.  However, this did not mean delivering the 
plan would be easy, as the Council would still face challenges and difficult decisions. 
 
In conclusion, the KPMG Director thanked the Chief Finance Officer, Accountancy 
Manager - Treasury & Capital and the rest of the Council’s finance team for their help in 
supporting the delivery of the audit. 
 
In response to questions, the Chief Finance Officer explained that the value for money 
assessment was made against the assumptions underpinning the financial statements 
and its links to other plans.  It related to the arrangements for monitoring implementation 
of plans; it did not go into the level of detail of examining the goods and services 
obtained. 
 
In response to comments regarding authorisation of starters and leavers on the 
Academy System, the Chief Finance Officer stressed that audit recommendations were 
taken seriously.  This was an administrative process within the system’s processes; 
authorisation had been put in place following the previous year’s audit; and the 
recommendation from the current audit KPMG related purely to the supporting evidence 
required, which had now been put in place.   
 
A question raised by the Chairman prior to the meeting related to whether it would be 
prudent to set aside a reserve for future Business Rate Appeals relating to the 2017 
Valuation.  It had been confirmed that there was a provision in place, and KPMG 
considered that the Council had taken a cautious approach in setting its level; however, 
they believed that a reserve rather than a provision would be more appropriate, whilst 
recognising that the Council’s treatment of setting up a provision was in accordance with 
the relevant International Accounting Standard.   
 
In response to a request for clarification, the KPMG Director explained a provision would 
be appropriate if an individual business had made an appeal against their rating and the 
Council could reasonably assume what the amount of a payment would be, but did not 
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yet know whether the appeal would be successful.  However, in this instance, the 
Council was providing an amount for Business Rates appeals, but the Council did not 
know whether appeals would be made.  From the audit perspective, the Council had not 
met the criteria for establishing a provision; if the Council wished to set money aside to 
cover for that eventuality, KPMG’s view was that the Council would be better to create a 
reserve.  The final outcome would be the same, but the Council did not have the 
certainty to create a provision; it was a technical accounting point. 
 
The KPMG Director confirmed that his view was that the Council had adequate risk 
management structures in place.   
 

RESOLVED: That a vote of thanks to KPMG be recorded for the work carried out 
by the team for the Council over the years. 

 
14   AUDITED FINANCIAL REPORT 2017/18 

 
The Chief Finance Officer presented a report regarding the outcome of the audit of the 
Financial Report 2017/18 by the Council’s current appointed external auditor, KPMG, 
seeking formal approval prior to its publication.   
 
The audited Financial Report was attached as Appendix A.  In addition to the Statement 
of Accounts, the Financial Report also included the Narrative Statement, Annual 
Governance Statement (AGS) and Independent Auditor’s Report, but these were not 
considered to be part of the Statement of Accounts that had now been formally audited.  
The Committee had just received KPMG’s International Auditing Standards (ISA) 260 
report on their audit findings.   
 
The Council had a statutory requirement for the Statement of Accounts to be approved 
prior to the annual deadline of 31 July, and the audit opinion issued.  Once the Accounts 
had been approved, the Management Letter of Representation signed, and the auditor’s 
opinion issued, the Financial Report would be published on the Council’s website.   
 
This year’s Accounts audit process, the final to be undertaken by KPMG as the 
Council’s appointed external auditor, had progressed smoothly.  A very small number of 
minor presentational amendments and changes had been identified and agreed, and 
had been included in the audited Accounts.  There were no changes to the end of year 
balances reported in May.  The auditor had made one recommendation in respect of 
administrative procedures for the Academy system, which officers had considered and 
had put processes in place to address this. 
 
The auditors also planned to issue an unqualified opinion on the arrangements that the 
Council had in place to secure value for money. 
 
It was pleasing that the auditors had commented positively upon the processes that the 
Council had in place to support the preparation of the statutory Statement of Accounts 
(previous Minute refers) and that only a small number of minor presentational changes 
had had to be made.   
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The Chief Finance Officer concluded by thanking the Accountancy Manager - Treasury 
& Capital and the finance team for their hard work and diligence in preparing the 
accounts and supporting the auditors. 
 
The Chief Finance Officer also thanked the KPMG Director and his team for the way 
they had conducted the audit.  KPMG’s relationship with the Council’s officers had been 
challenging, constructive and positive and it was hoped that a similar relationship would 
be built with the new appointed auditor, Mazars LLP, with whom work would commence 
shortly.  Mazars’ representative would be introduced to the Committee at a future 
meeting.  
 
Responding to Members’ questions, the Chief Finance Officer offered clarification of the 
information set out in the remuneration table.  All the officers referred to in the table 
were Council employees; there were a small number of other officers engaged on 
interim arrangements pending recruitment.    
 
The Collection Fund was the Council’s statement as agent for the collection of council 
tax and, more recently, business rates, as the collection and billing authority before they 
were passed to the Government and major preceptors.  The General Fund contained 
the Council’s spending and income relating to its services. 
 
The issue of the decrease in recycling was raised and it was pointed out that this was 
being scrutinised by the Environment and Performance Committee.   
 
The Chairman referred to a question he had raised prior to the meeting with respect to 
proceeds from short term and long term investments between 2016/17 and 2017/18.  
The Chief Finance Officer had explained that the movement was £3.777m and was the 
difference between the total net cash flow of the positive figure of £2.693m in 2016/17 
and the negative figure of £1.084m in 2017/18. 
 

RESOLVED: That the audited Financial Report 2017/18 be approved and thanks be 
passed to the finance team and the auditors for their hard work and quality of 
documentation. 

 
15   TREASURY MANAGEMENT UPDATE - QUARTER 1 2018/19 

 
The Chief Finance Officer presented the regular quarterly update, which set out the 
Treasury Management activities of the Council for the first quarter of 2018/19, 1 April to 
30 June 2018. 
 
In terms of investment returns the Council was expecting to achieve the budget estimate 
of £117,000 in 2018/19.  The Council was generally keeping investments short term, 
although it had invested some monies in longer term property funds as approved in the 
2016/17 Treasury Management Strategy.  As the financial climate changed, who the 
Council invested with, and the amount invested, was under constant scrutiny, taking into 
account risk at any particular moment in time.  There was ongoing preparatory work to 
progress the £20m borrowing and information on the Capital and Treasury Strategy 
would be included in the next quarterly treasury management update.   
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In response to questions, it was explained that the Capita colour rating of different 
institutions indicated the treasury advisors’ confidence in those institutions in terms of 
duration of investment at that time.   
 
With respect to investment in property funds, investment had not been arranged with 
Hermes as the company had not had funds available at the time the funds were placed; 
therefore, the sum invested with one of the other companies had been doubled.  Also, 
with respect to the forthcoming process for placing £20m funds, Hermes was classified 
as a revenue fund and, as the Council was undertaking a capital process, the company 
was ineligible.   
 
There had been an initial meeting with the property fund companies with respect to the 
placing of funds and there had also been a significant amount of communication by way 
of e-mails and conference calls.  East Lindsey District Council was also investing with 
the companies.  It was unlikely that they would meet again prior to placement, but 
regular liaison would continue. 
 
The report referred to uncertainties in relation to the interest rate forecast; however, the 
purpose of the report was to look back over the previous quarter.   
  
 
16   INTERNAL AUDIT - PROGRESS REPORT 2018/19 

 
The Internal Audit Manager presented a report, which detailed progress with Internal 
Audit work on the 2018/19 audit plan. 
 
Work was progressing well with 15% of the plan delivered compared to the target of 
16%.  One audit had been completed, Elections & Electoral Registration and one was 
being finalised, Payroll Key Controls, both of which had been given High Assurance.  
Other audits were in the process of being prepared.  Details of the audits in the plan 
were set out in Appendix 2. 
 
The scope for work requested by management on Car Parking had been agreed with 
the Chief Finance Officer and the Head of Place and Space. It would be a combination 
of a review of the income controls and an assessment of possible value for money 
opportunities.  To accommodate this work, it had been agreed that the Boston Town 
Area Committee (BTAC) audit would be moved to 2019/20.  Two other audits were 
being prepared: Environmental Enforcement and Business Continuity & Emergency 
Planning. 
 
CIPFA had recently refreshed its practical guidance for Audit Committees and a report on 
this would be presented to the Committee at a future meeting once it had been discussed 
with the S151 Officer.  
 
During debate, it was commented that the Audit Forum meetings had been excellent, 
but had not been well attended by Members of the Committee.   
 
Referring to the Elections & Electoral Registration audit, a question was raised as to 
whether work had been undertaken with respect to the possible misuse of postal voting.  
The Internal Audit Manager confirmed that the audit had included a review of the 
Council’s management of postal and proxy votes in the light of issues faced by voters in 
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Newcastle under Lyme; they had not identified any issues of concern and had been 
satisfied that the Council’s processes and procedures mitigated the risk of similar issues 
occurring locally.   
 

Action: JS/PJ 
E-mail Members with the detail of the audit work undertaken with respect to the 
management of postal voting covered by the Elections and Electoral Registration audit. 

 
BTAC had not previously been audited and had been added to the audit plan due to its 
increased level of funds, to ensure it had appropriate governance arrangements in 
place.  The audit had to be put back due to the limit of Internal Audit resources.  
However, the Chief Finance Officer confirmed that, as BTAC was not a separate entity 
from the Council and was subject to the same operational controls, the audit was not 
pressing.   
 
17   LEARNING AND DEVELOPMENT 

 
Members considered whether they had any training needs. 
 
Two Members new to the Committee pointed out that they had not received any training.  
It was noted that they were both experienced Members and they could undertake the 
CIPFA online training course, though some Members felt that online training was not as 
effective as that delivered by a trainer. 
 
Members were asked to consider whether there was any specific training they felt 
should be included in Induction Training for any Members elected in May 2019, as they 
would certainly undertake training before the Committee’s first meeting of 2019/20.  A 
suggestion put forward was to repeat the session on the accounts delivered by the 
previous Section 151 Officer. 
 
It was further suggested that current Members would gain insights from discussions with 
the auditors and the Internal Audit Manager confirmed that they could hold audit 
effectiveness training with Members. 
 

Action: JC/JS 
Arrange for Committee Members to meet with the Internal Auditors prior to the next 
meeting. 

 
18   WORK PROGRAMME 

 
The Committee noted the work programme and Members were urged to contact the 
clerk if they had any new items for a future agenda.  In response to a request for an 
update report on the Council’s property fund investments, the Chief Finance Officer 
explained that the information to be reported to the next meeting in September would be 
a list of investments and where they had been invested.  There would be a future 
agenda item as a result of the changes to the Audit Committee guidelines. 
 
 
 

The Meeting ended at 6.30 pm 



 

 

AUDIT & GOVERNANCE COMMITTEE 
 

17 September 2018 

Present: Councillor Jonathan Noble (Chairman), Councillor James Edwards (Vice-
Chairman), Councillors Michael Brookes, Colin Brotherton, Paul Gleeson, 
Barrie Pierpoint, Felicity Ransome and Mr Alan Pickering 
 
Officers –  
Chief Executive, Accountancy Manager Treasury and Capital, Transformation & 
Governance Manager, Audit Director (Mazars), Head of Internal Audit (City of Lincoln 
Council), Principal Auditor (City of Lincoln Council) and Senior Democratic Services 
Officer 
 
19   MINUTES 

 
The minutes of the Committee’s last meeting, held on 23 July 2018, were agreed as a 
correct record and signed by the Chairman. 
 
20   APOLOGIES 

 
There were apologies for absence from Councillors Tom Ashton and Gordon Gregory. 
 
21   INTRODUCTION TO NEW EXTERNAL AUDITOR - MAZARS 

 
The Accountancy Manager introduced the Audit Director from Mazars, the Council’s new 
external auditors. 
 
The Audit Director expressed great pleasure at working with the Council and developing 
a successful relationship.  The company had a portfolio of clients across the East 
Midlands and the Council would be served by a dedicated team of local authority 
experts including himself and Jon Machej, the audit manager who would be responsible 
for working with the Council, both of whom had 20 years’ public sector experience.   
 
Responding to questions, the Audit Director advised the Committee that Mazars prided 
itself on being accessible and committed to high quality audit work and excellent client 
services.  It was one of the most experienced firms in public sector work and provided 
tailored services to a high quality with independence and objectivity.   
 
In due course, the Audit Director would take the Committee through the firm’s Audit Plan 
for the Council in detail.  The Audit Director took assurance from the regulator that 
inspected the firm in relation to the quality of its opinions etc.  They would have open 
and constructive discussions with the Committee on future situations and have 
continuous dialogue with officers. 
 
Mazars was one of the top ten audit firms globally and had the right resources, team, 
training and infrastructure to serve the Council well.  The engagement and commitment 
of the audit team would soon become evident.  The team, of which 3-4 staff would serve 
the Council, were based at the firm’s hub in Nottingham.   
 
The Audit Director confirmed that he was responsible for the clients across Lincolnshire, 
which included most of the districts and the County Council. 
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Action: MS/JC 
Circulate a list of Mazars’ clients across the East Midlands. 

 
The Committee thanked the Audit Director and welcomed him on behalf of the Council. 
 
22   QUARTER 1 RISK REPORT 

 
The Transformation & Governance Manager presented an update on risks for Quarter 1, 
being 1 April to 30 June 2018. 
 
Strategic risks, i.e. those risks which could impact most on the achievements of the 
Council’s corporate priorities as set out in the Corporate Plan, being Prosperity; People; 
Place; Public Service.  There were no new strategic risks to report in Quarter 1. 
 
The Corporate Management Team (CMT) had completed their in-depth review of the 
strategic risks.  The outcome for each risk was set out in Appendix A.  
 
In response to questions, the Transformation & Governance Manager explained that 
actions to monitor the housing risk, which had been increased to high, included 
examining legislation and policies.  Two new systems were being rolled out and a 
watching brief was ongoing to check whether the Council was comfortable with the risk 
or whether to put additional controls in place with action to be taken as appropriate.   
 
A Member suggested that the health risk should be higher than medium due to the 
situation at Pilgrim Hospital.  This would be referred to the lead officer to consider. 
 
The Transformation & Governance Manager confirmed that the housing risk included 
the roll out of the licensing relating to Houses in Multiple Occupation and that the system 
was based on Prince II.  Controls that had been in place for some time needed to be 
reviewed regularly.  Further detail would be provided to Members on various issues as 
requested during debate.  
 

Action: SR 
1. Refer the health risk to Phil Perry as lead officer 
2. Circulate information regarding: 

 The Lincolnshire Resilience Forum risk, particularly relating to pandemic 

 Monitoring arrangements for the housing risk; and 

 The changes to the wording regarding population change made by CMT 

 
23   PROPERTY FUND UPDATE 

 
The Accountancy Manager presented an update on the Council’s property funds. 
 
The amended 2018-19 Treasury and Capital Strategy incorporating £20m purchase of 
capital property Fund holdings was approved at Council in April.  The purpose of the 
report was to update Members on progress to date in acquiring these holdings. 
 
Presentations from 5 fund managers were held in July, with the process being supported 
by the Council’s Treasury Advisors, Link Asset Services.   
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The decision had been taken to place roughly equal amounts with BlackRock, 
Threadneedle, Schroders, M&G and AEW, with transactions taking place when willing 
buyers and sellers could be matched.  Officers’ expectations were that all sums would 
be placed by the end of the calendar year. 
 
So far, funds had been placed with:  

 Schroder’s £4m 

 Threadneedle £3m  
 
Since circulating this report the following funds had also been placed: 

 M&G – £4m settlement date being 14 September     
 
Future trades agreed were: 

 BlackRock – £4m with a settlement date of 28 September    

 Treadneedle - £0.5m with a settlement date of 28 September, and £0.5m with at 
settlement at the end of October. 

 
There had been no movement yet with AEW.   
 
The intention was, ultimately, to finance the holdings from 50 year maturity Public Works 
Loan Board (PWLB) loans.  PWLB rates had been increasing over the past couple of 
weeks, with today’s rate at 2.53%.  The Council’s advisors did expect rates to reduce, if 
only slightly, over the coming weeks.  Officers were monitoring rates on a daily basis 
and would borrow from the PWLB when and if rates became more favourable. 
 
In advance of PWLB Borrowing, to meet the first £11m, officers had used £5m of 
existing cash funds, with temporary borrowing of £2m from South Holland for one month 
at 1% and £4m from Edinburgh City Council for 2 months at 0.83%. 
 
Officers would update the Committee on the acquisition and fund performance as part of 
the half yearly treasury update report in November (showing fund valuations at 30 
September). 
 
In response to questions and comments, the Accountancy Manager confirmed that the 
decision not to borrow immediately was part of the balancing act between forecast 
PWLB rates and the timing of units becoming available.  He had been involved in the 
due diligence process, had met the five fund managers and their representatives, and, 
following the advice of the Council’s advisors, considered that the deals were 
appropriate.  The funds were well balanced with retail and commercial holdings.  The 
interest rate of 0.83% on short-term loans was an annual rate.   
 

Action: CW 
Provide Members with details of the commission charged by Threadneedle and 
BlackRock 

 
A Member commented that, hopefully, the interest rate would decrease and the Council 
could repay its short-term borrowing, but asked whether, if it did decrease, officers 
would take the £20m or risk the rate increasing again. 
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The Accountancy Manager agreed this was a valid point, and consideration on the 
approach would depend on the circumstances and forecasts at that time.   
 
24   INTERNAL AUDIT PROGRESS REPORT 

 
The Internal Audit Manager presented the Internal Audit Progress Report for July – 
August 2018, 
 
The 2018/19 Audit Plan was progressing well and was on track. At the end of August 
30% of the Plan had been completed; two audits had been completed with three in 
progress and others being prepared.  No final audits had been issued since the last 
progress report. 
 
In response to questions, the Internal Audit Manager confirmed that more details would 
be provided in the Plan in future.  The review of housing benefit would cover support 
and external subsidy arrangements.   
 
25   WORK PROGRAMME 

 
Members considered the work programme. 
 
It was noted that the mid-year Treasury Management Update would include the figures 
on the capital property fund investments in tabular format.   
 
Members discussed the Committee’s governance role and the work of the Code of 
Conduct Working Group.  It was agreed that the group’s work would be submitted to the 
Committee and an additional meeting could be arranged in order to accommodate it at 
the stage it was ready.   
 

Action: PD 
Draw up a timetable for the submission of the work of the Code of Conduct Working 
Group to be considered at an additional meeting of the Committee if necessary.   

 
 
 
 
 

The Meeting ended at 7.30 pm 
 


