
AUDIT & GOVERNANCE COMMITTEE 
 

28 January 2019 

Present: Councillor Jonathan Noble (Chairman),  (Vice-Chairman), Councillors 
Tom Ashton, Michael Brookes, Colin Brotherton and Mr Alan Pickering 
 
In attendance:  
 
Officers –  
Chief Finance Officer, Head of Internal Audit (City of Lincoln Council), Principal Auditor 
(City of Lincoln Council), Audit Director (Mazars) and External Auditor (Mazars) 
 
38   MINUTES 

 
The minutes of the meeting held on 10 December 2018 were agreed as a correct record 
by the committee and signed by the Chairman. 
 
39   APOLOGIES 

 
Apologies for absence were tabled from Councillors James Edwards, Paul Gleeson and 
Barrie Pierpoint 
 
40   DECLARATION OF INTERESTS 

 
No declarations of interest were tabled. 
 
41   PUBLIC QUESTIONS 

 
No questions were tabled. 
 
Prior to moving into part 2 of the agenda the Chairman officially welcomed the audit 
team representatives from Mazars LLP to the meeting and introduced Mr Mark Surridge 
the Director and Engagement Lead and Mr Jon Machej the Manager to the committee. 
 
42   EXTERNAL AUDIT PLAN 

 
Introducing the report Mr Surridge confirmed it was the first Audit Plan that Mazars had 
produced for the authority.  In terms of context, the underlying significant audit risks to 
be addressed through the audit work were not unusual for a local authority of Boston’s 
size and complexity.   Mr Surridge stressed he felt it important that committee recognise 
that there were no particular unusual audit risks around the Council’s financial 
statements that gave him concern.   
Mr Machej then presented the report, noting the key points in the plan for members’ 
information as follows: 

 The time line of the audit and the audit approach.  Planning work has taken place, 
the interim work would start shortly through to March, with the detailed work on 
the Final Accounts being completed in May to July with the audit opinion due to 
be issued before the end of July. 

 The areas where the auditors would seek additional assurances from the 
Council’s own experts and the service organisations the Council used. 

 The risks, in terms of planning work, which culminated in identifying particular 
risks on which further work would be needed to gain assurance -  
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 The first risk was the accounts risk  

 The second risk was around property, plant and equipment valuations  

 The third risk within the accounts for the opinion was on defined benefit pension 
liability  

 
Also, the risk of revenue recognition and risks around the original estimates and 
judgement areas were acknowledged. 
 
Members were advised that there was also a duty to issue a Value for Money 
conclusion.  A single risk in relation to VFM had been identified, in respect of the 
Council’s £20m investment in property funds.   
 
Referring to the audit fee, members were advised it had dropped from £45k to £33k.   
 
Addressing housing benefits subsidy work, members were advised there had again 
been a reduction in fees from £9,700 down to £6,600.   
 
Concluding, Mr Machej drew members’ attention to materiality, advising that the view 
given was that the Accounts had not been materially misstated, with a figure of £882k 
being set for 2018/19.  A threshold for reporting errors had been set at £26k which 
would be subject to review as the audit progressed, with lower levels for particular areas 
of focus, for example officer’s remuneration, members’ allowances and external audit 
costs, being set. 
 
The Chairman thanked Mr Machej for the clear presentation of the audit strategy and the 
quality of the document tabled. 
 
43   DRAFT BUDGET SETTING REPORT AND MEDIUM TERM FINANCIAL 

STRATEGY 2019 – 20 
 

The Chief Finance Officer presented the draft budget setting report for 2019/20 and the 
medium term financial strategy through to 2023/24. It was presented to committee as 
part of the consultation process in line with the committee’s role as Those Charged With 
Governance (TCWG).   
 
The focus for committee members’ work was on the preparation of the budget and the 
assumptions underpinning the figures within the draft budget.  The key points 
highlighted within the report included: 

 Members were advised that the executive summary provided the Boston Borough 
Council precept, proposing an increase of 2.99% taking Band D council tax from 
£183.60 to £189.09.  The projected savings requirements showed that for 2020 
the draft budget balanced as required by statute, with a £500k gap in 2021 rising 
towards £900k towards 2024.  However, there were a range of factors that 
remained uncertain. 

 Part of the committee’s governance role was to ensure the assumptions were 
robust. 

 Addressing business rates retention, members were reminded that Lincolnshire’s 
pilot for 100% localisation had been successful in the current year.  The 
Lincolnshire authorities had again put in a bid for 2020 but had been 
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unsuccessful which would result in a pooling arrangement being put in place, to 
retain more resources locally.   

 The assumed council tax increase going forward after 2019/20 was 2% per year 
but this could change on a year by year basis due to annual referendum limits. It 
was also stated that of the precept that Boston Borough received, over half was 
passed across to the Internal Drainage Boards.  It was further confirmed that the 
Association of Drainage Boards was lobbying the government to look at this as 
part of the upcoming Fairer Funding review. 

 Regarding New Homes Bonus, it was confirmed that the government had not 
changed the 0.4% baseline for the current year, which had resulted in the Council 
receiving £721k in 2019/20, half of which would support capital and half to 
revenue, in line with Council policy.   

 The fees and charges income budgets for the year totalled just over £4.6m and 
the projected position for the year was closely monitored through the quarter 
reporting process:  in quarters 1 and 2 of the current year there had been some 
small variations, however managers were confident that the proposed budgets 
were achievable.   

 Total income expected for the 2019/20 year would be almost £38m half of which 
related to housing benefit grant.   A subjective analysis was provided by type of 
spend of the £38m expected expenditure. 
 

 The Section 151 Officer stated that he believed that the estimated position on the 
general fund balance, which was expected to stay at £2m across the five years, 
was reasonable. 

 Regarding specific reserves, it was advised that whilst the report projected over 
£13m by the end of 2023/24, some capital expenditure would be needed during 
this time, and so it was unlikely to be that high by 2023/24. 

 The £312k savings identified for 2019/20 were £30k from ceasing the contribution 
to the insurance reserve; £238k from changes in the leisure, culture and heritage 
services; and further savings through core grants through the voluntary sector 
with relocation of the CAB and Lincolnshire CVS into the Municipal Buildings.   

 
Members’ comment and questioning followed which points made on the following items: 
 
The in-year surplus of £30k. 
Why the insurance reserve contribution was being discontinued. 
Was the recent loss of one major retailer was being taken into consideration in looking 
at business rate income. 
The capital slippage on the PRSA. 
The amount of total estimated spend on employee costs. 
Fees and charges and the proportion of gross income received from them – further 
information to be provided following the meeting 
The net cost to the Council of running the GMLC. 
 
A member voiced their pleasure at the presentation and layout of the report.  They 
stated that it was clear that the authority would be facing significant challenges moving 
forward and it was good that despite the severity of the situation, the Council was aware 
of what was happening and was taking steps to address it.  Referring to the increase in 
council tax the member stated that the Council had no choice but to implement it.  He 
quoted the £183 on a Band D property with an increase to £189 for the following year 
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and said that with over 50% of the council tax precept going direct to the Drainage 
Boards, the services the Council delivered on the section of the council tax it was raising 
and keeping, were being delivered on less money than some parishes ran parish level 
services, both locally and across Lincolnshire.  He noted that members shared his view 
of the gross iniquity that IDB’s increases came out of the authority’s capped increase.   
 
44   TREASURY MANAGEMENT UPDATE - QUARTER 3 2018/19 

 
The Chief Finance Officer referred members to section 4 of the report relating to 
treasury management projections for the year.  He confirmed that the remaining 
property fund spend had been undertaken.  Members were advised that to date £14m of 
long term Public Works Loans Board funding had been actioned and officers continued 
to review the outlook for movements in interest rates, prior to any further borrowing 
being undertaken. 
It was confirmed that the Council had complied with both its Treasury Management 
Strategy and Prudential Indicator limits.   
Referencing the need to report changes in risk appetite to members, it was confirmed 
there had been none within the last quarter. 
 
Committee comment and questioning followed which included: 
 
A member referenced neighbouring authorities who had invested in commercial activity 
and sought the opinion of the External Auditor in respect of such action.  The Auditor 
responded stating that without doubt there was ongoing pressure on local government 
finances and a recognition that to continue to fund services, local authorities should be 
able to engage in various forms of commercial activity, working within the existing 
boundaries.  Taking such decisions were a matter for the authority, however it was 
stressed that what was really important for the auditors was that when taking decisions 
local authorities needed to be fully informed and transparent and understand the risk 
level in which they were working.  The core fundamental principles needed to support 
any form of decision making. 
A council needed to do what it had to do to support its financial resilience. 
The negative capital position to date of £318k, with the response that it represented the 
fact that the initial costs of acquiring the funds were generally above their value at that 
time, it was entirely expected,  bearing in mind the position with regard to supply and 
demand at the time of purchase. 
 
45   ACCOUNTING POLICIES 

 
The Chief Finance Officer confirmed that the report was the annual update of accounting 
policies following a review of the Code of Practice to ensure the Council remains 
compliant. The report set out that there were a small number of changes this year, none 
of which were expected to impact on the Council’s financial reporting. 
 
No questions were tabled by committee, members praised the production and layout of 
the report and agreed their acceptance of it. 
 
RECOMMENDATIONS 
 
That the Audit and Governance Committee unanimously agreed: 
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1. Their approval of the Accounting Policies (set out in Appendix A) and that they be 
adopted for 2018/19; and 

2. To delegate final approval, prior to inclusion in the Accounts, of any necessary 
minor changes to the Section 151 Officer.  

 
46   DRAFT INTERNAL AUDIT PROCESS REPORT 2018/19 

 
The Internal Audit Manager confirmed that the audit plan was progressing well.  At the 
end of December around 72% of the plan had been completed which was on track for 
completion at the end of the year.  Five areas of work would be reported on:  NDR key 
controls; affordable housing; council tax key controls, housing benefit key controls and 
consultancy around car parking.   All areas were high or substantial assurance.   No 
areas for improvement had been found in respect of NDR key controls or affordable 
housing.  Other significant work included review work undertaken on car parking which 
was a mixture of assurance work on income collection, banking and reconciliation with 
no areas of improvement identified in any area.  Further consultancy work was carried 
out on the current car parking arrangements with suggestions raised currently with 
management.  Work had been undertaken in respect of combined assurance work, 
looking at the different levels of assurance – management, third party and internal audit.  
A report on which would be tabled at the March meeting of the committee.  Furthermore 
the Northamptonshire failings had been noted, a health check against the areas on that 
inspection report had been carried out with a couple of areas being identified which had 
not been on the 2018 assurance map, the medium term financial strategy and scrutiny 
complaints:  it was proposed that those would be included within the 2019 map and 
audit plan. 
The draft internal audit plan had already been considered by CMT with a slight 
amendment to the 2018/19 plan with a request that the cultural review be swapped for a 
complaints review with the cultural review being completed during 2019/20.   
Ongoing auditing progress - I.T infrastructure follow up, business continuity and 
emergency planning, economic development, migration fund, town centre events and 
the digital strategy audit had also been started. 
Looking ahead two areas had been included for 2019/20 and CIPFA were also looking 
at ways of assessing financial resilience through a new financial management code and 
a financial resilience index, further information would be provided as they progressed. 
 
Member comment and questioning followed which included: 
 
A member voiced concern at people having access to systems which they should not 
have access to.   
The Chief Finance Officer stated he felt there were two important elements.  One was 
the specific requirement within the audit which resulted due to staff changing positions 
and systems not being updated:  members were assured procedures had been 
implemented to ensure that when such changes arose the systems did work. Committee 
were advised that the wider point for overall access was that once a person left, their 
access was removed to ensure they could not get into the sub-system from the point of 
leaving. A robust process was now in place for leavers to ensure they could not get in 
through the first gateway. 
Referencing car parking and income controls a member sought further elaboration on 
what had gone wrong previously and how it had been addressed moving forward.  
The Chief Finance Officer confirmed there had been a regular audit with regard to 
income controls that auditors undertook and a part of that task had been to carry out 
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further consultancy type work (including reviewing the strategy through to the charging 
process to see what opportunity there was for further income). Currently management 
were considering that to see how they may or not be implemented, but it had been an 
independent review for a comparison against others, to see how the Council was doing. 
A member referred to housing benefit and the apparent staff shortage with a staff review 
underway, voicing concern that it was an area that could be subject to quite extensive 
fraud by unscrupulous members of the public, and asked if another person would be 
appointed.   
The Chief Finance Officer advised that there had been a vacancy after the person who 
undertook the checks was promoted, and had been picking up only some of the quality 
checks in the meantime.  Referencing fraud, committee were advised that each member 
of the team had very stringent requirements under the housing benefits regulations to 
ensure they assessed in line with regulations.    
Addressing town centre events and events management, a member referenced a report 
being agreed and asked if there was any early indication in what direction the outcomes 
were heading and asked when the report would be available. 
Mr Scott advised it was a substantial audit report which had noted a couple of items and 
would be coming to committee soon. 
The Chief Finance Officer further confirmed that as the BTAC committee had taken 
responsibility of events, the report would also be tabled through that committee as well. 
Another member asked if GDPR would be within future audit plans checking on the 
operations within the Council in compliance with GDPR requirements and stated he felt 
it maybe something that needed to be looked out from an external angle. 
The point was made that a substantive look at GDPR across the Council  would take up 
a great deal of the auditor’s time  It was noted that, since the introduction of the GDPR 
regulations in May 2018, a substantial amount of work had been carried out across the 
Council.  There may come a point at which the external auditors need to look at it, but 
officers did continue to monitor the procedures. 
The member stated all the regulations were relatively new and going forward it was 
something that needed to be looked at with an overview of the general systems. 
 
 
47   DRAFT INTERNAL AUDIT PLAN 2019/ 20 

 
The Internal Audit Manager presented a report setting out next year’s draft internal audit 
plan based on an internal audit risk assessment and combined assurance work.  
Strategic and operational risks were also considered along with broad risks and the 
Council’s priorities.  Appendix C provided a list of audited areas across the Council.  
The audit was broken down across areas with critical services areas which were the key 
service areas, due diligence audits included key financial systems and an annual review 
was also undertaken of ICT. 
 
No questions or comments were raised and members noted the report. 
 
48   WORK PROGRAMME 

 
Committee were advised that the Certification of Grants and Returns Annual Report by 
KMPG would be tabled at the next scheduled meeting on the 25 March 2019. 
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The Meeting ended at 7.45 pm 
 


