
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 
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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 
 


