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AUDIT AND GOVERNANCE COMMITTEE
MINUTES of the meeting of the Audit and Governance Committee held on Friday 24 
June 2016 commencing at 10.00 am at the Cabinet Suite - Shire Hall, Gloucester.

PRESENT
MEMBERSHIP:

Cllr Colin Hay 
Cllr Tony Hicks
Cllr Shaun Parsons

Cllr Nigel Robbins (Chairman)
Cllr Brian Tipper
Cllr Roger Wilson

Substitutes: Cllr Alan Preest 

Apologies:

Officers: 

Cllr Colin Guyton, Cllr Barry Kirby and Cllr Mike Sztymiak

Jo Walker, Jane Burns, Theresa Mortimer, Paul Blacker, John Kear, 
Nigel Gabb, Mark Branton, David Dale, Sarah Scott, John Deane & 
Andrea Griffiths.

27. DECLARATIONS OF INTEREST 

No declarations of interest were made.  

28. MINUTES 

In light of the Referendum result to leave the European Union, it was suggested 
that the outcome be noted in the minutes of the meeting and made reference to at 
Full Council.   

The Director of Finance explained there could be volatility in the financial markets, 
including exchange rates and interest rates, as a result of the decision.  The 
Pension Fund relies on a long term funding strategy and is well diversified to 
mitigate any market volatility risk, whilst the Council’s cash investments are 
predominantly exposed to interest rates. She went on to assure the Committee that 
both the Pension Fund performance and the Council’s Treasury Management 
investments would be kept under close scrutiny and advice taken from the relevant 
advisers.  

The Chief Internal Auditor also assured the Committee that the Chief Officer 
Management Team (COMT) had already identified the EU Referendum as a risk on 
the Strategic Risk Register with mitigations.  It was noted that COMT had reviewed 
the register for 2016/17 at one of their recent meetings.  

Resolved 

That the referendum result to leave the European Union be made reference to 
at Full Council.   
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The minutes of the previous meeting held on the 15th April 2016 were agreed 
as a correct record and signed by the Chairman.  

29. GRANT THORNTON COMMITTEE UPDATE 

Terry Tobin presented the report.  The report detailed the progress Grant Thornton 
had made in delivering their responsibilities as the external auditors.  

It was noted that Grant Thornton had devised the plan in association with the 
Authority.  Accounting, audit issues and emerging issues would be flagged up as 
part of the regular report.  

It was noted that Grant Thornton were hosting an Audit Effectiveness Seminar on 
the 7th July 2016 for the Audit & Governance Committee, in addition the invitation 
had also been extended to the District Councils.  

During the discussion it was noted that good progress had been made on bringing 
the pilot closure of accounts forward.  It was noted that the any issues which 
emerged were being dealt with to avoid any snagging in the formal adoption of the 
process in 2018.    

Members referred to the term ‘cautious’ in relation to Joint Ventures  between public 
and private bodies and the mixed success in achieving outcomes for councils.  A 
copy of Grant Thornton’s ‘Better Together’ Report would be circulated via email to 
members, it could also be downloaded from:  
www.grantthornton.co.uk/en/insights/building-a-succesful-joint-venture-company    

RESOLVED
 
That the website link for the Grant Thornton ‘Better Together’ publication be 
circulated to members.

That the report be noted

30. GRANT THORNTON AUDIT FEE LETTER 

Terry Tobin presented the report, which informed the Committee of the audit work 
to be undertaken for the 2016/17 financial year for Gloucestershire County Council 
and the fee involved. It was noted that the Council’s scale fee for 2016/17 was 
£98,010.   

Members questioned the audit fee constraints and asked if the reduced cost in 
comparison to previous year’s fees would result in a reduced audit service.  The 
committee were assured that it would not result in a reduced service function.  
Officers explained that the local audit function was governed by a code of practice 
and had been procured nationally.
  

http://www.grantthornton.co.uk/en/insights/building-a-succesful-joint-venture-company
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Grant Thornton explained that the fee was sufficient to cover the value for money 
conclusion and if any risks were highlighted, they would be discussed with the 
Director of Finance.  In response to a question, members were informed that the 
Internal Audit team worked in a collaborative manner with external audit to minimise 
duplication. 

The Director of Finance informed members that officers were looking at the next 
process in terms of appointing external auditors.  This includes investigating the 
possibility of a joint collaboration with other local authorities via the Local 
Government Association (LGA) in order to retain value for money and maintain 
quality, when the contract with Grant Thornton expired.    The committee welcomed 
this opportunity, which would allow a discussion around specifying the audit 
requirement, whilst recognising that there may be an impact on the fees.      

Resolved

That the report be noted and an update on the process for procuring external 
auditors be brought to a future meeting. 

31. ANNUAL REPORT ON TREASURY MANAGEMENT 

Paul Blacker, Head of Financial Management, explained that each year the council 
produced an Annual Report covering its Treasury Management activities for the 
financial year ending 31st March.  The annual report for 2015/16 was submitted to 
the Audit and Governance Committee to allow greater scrutiny under the Treasury 
Management Code.  The committee were advised that the Treasury Management 
Strategy and the Annual Investment Strategy were agreed by full Council as part of 
the annual budget setting process.  The committee discussed the report in great 
detail.  

It was explained that due to the significant amounts of money involved, the 
management of risk lay at the heart of the Council’s Treasury Management activity, 
however this needed to be balanced against the need to optimise the rate of return 
on investments and to minimise the Authority’s financing costs on borrowing. The 
committee noted that at 31st March 2016 the Council had £320m worth of loans and 
other long term liabilities, with the average cash balances being reported at £288m 
during the year.

Officers explained the Council had a fully funded capital programme in 2015/16, 
therefore no new long term borrowing was required.  The Council’s capital financing 
requirement at 31st March 2016 was £317.6m (including PFI liability), which was a 
reduction of £8.7m compared to 31st March 2015.  Following the successful 
repayment of debt over the past few years the Council had now paid down all 
internal borrowing.   It was explained that the negative internal borrowing, as shown 
on page 32 of the report, existed because the MRP paid in year exceeds the 
external debt maturing.  However, future external debt maturities would bring the 
debt back into balance.  
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In response to a question, members were informed that the £8.7m MRP applied, 
reduced the Capital Financing Requirement (CFR) and repaid £4.9m of external 
debt that matured during the year. Members were informed that the premiums 
imposed by Public Works Loans Board (PWLB) for early repayment meant that 
early debt redemption was currently not cost effective.  

Consequently £0.54m had been allocated to repay debt.  The remaining £1.3m of 
internal debt was repaid, which resulted in a £2m over borrowed position.  Officers 
explained that this was a timing difference on the maturity profile, and could only be 
used for debt redemption in future years.  It was noted that this would happen 
automatically as the debt matured.  It was noted that average cost of borrowing was 
5.14%.  Members requested that this explanation of debt redemption be included in 
the glossary.  

During the discussion, it was requested that the loan maturity profile graph on page 
40 of the report, be amended to include the interest rates.   

Members requested information on how the authority benchmarked itself in 
comparison to other local authorities and required an explanation of the upward 
trend as depicted on page 45 of the report, in relation to the ratio of financing costs 
to net revenue stream.  Members also requested to know how GCC compared to 
other authorities in terms of the level of borrowing and further detail on the 
comparison between borrowing levels and authorised borrowing limits approved 
within the Council’s Treasury Management Strategy.  

Officers explained that the council participated in CIPFA benchmarking, however 
the information was not to hand and officers would need to go and compare the 
data.  The Strategic Finance Director added that this data would not necessarily 
allow a true comparison between different authorities because each authority 
adopted different borrowing and investments strategies, borrowing at different times 
and therefore with different interest rates.    

In relation to capital financing costs, members recalled that the basis of calculating 
the Minimum Revenue Provision (MRP) was approved by Council in February 
2016, which resulted in a £4m annual revenue saving.  It was explained that the 
MRP was the amount that must be charged to the revenue account and set aside 
for capital purposes. The basis of calculation was compliant with DCLG guidance.

It was reported that the number of investments made in 2015/16 was 222, totalling 
£916m, which was also a significant level of investment activity.  Members were 
reminded that the overarching policy objectives were security, avoiding risk of 
default and maintaining liquidity whilst still optimising the rate of return.   

The Head of Financial Management explained the Council received regular advice 
from Arlingclose, the council’s Treasury Management advisors.  The key advice 
received was to only invest in counterparties with a good credit rating and to have a 
good mix of investments both in terms of a variety of counterparties and a variety of 
deposit terms.  The boundaries in which the investment activities were carried out 
was laid out in the Annual Investment Strategy 2015/16.  During the discussion, the 
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committee requested that an explanation of the credit ratings used be included in 
the report content.   

It was noted that during 2015/16 interest of £3.31m was generated, this 
represented a rate of return of 1.2%.  Opportunities to improve this rate of return will 
be considered during 2016/17 in light of the UK base rate remaining low throughout 
the year, however this needs to be balanced with the requirement for security and 
maintaining liquidity.

Members were informed that the Council had complied with all the Prudential 
Indicators laid out in the Council’s Treasury Management Policy.

The committee discussed the Audit & Governance training programme scheduled 
to date, in addition it was agreed that a training session also be arranged in 
December 2016 and in May 2017 after the elections.  

RESOLVED

That a briefing be prepared for members, to include: 
- An explanation of debt redemption, in addition the explanation would 

be included in the report glossary.
- The loan maturity profile graph on page 40 of the report be revised to 

include the interest rates.
- An explanation as to how the authority’s borrowing compared with 

other local authorities
- An explanation of the upward trend, in relation to the ratio of financing 

costs to net revenue stream.  Confirming the comparison between 
borrowing levels and authorised borrowing limits approved within the 
Council’s Treasury Management Strategy.  

- An explanation of the credit ratings and their use be included in the 
report content.

That Audit & Governance training be scheduled in December 2016 and 
following the May 2017 elections.  

That the Committee considered the Treasury Management Annual Report for 
2015/16.

32. ANNUAL REPORT ON RISK MANAGEMENT ACTIVITY 2015/2016 

Theresa Mortimer, Chief Internal Auditor (CIA) presented the report in detail.  The 
report provided the committee with the details of the Risk Management activities 
undertaken during 2015/2016.  

It was noted that GCC’s Risk Management Policy and Strategy was reviewed and 
revised accordingly in 2015/16. The revised Policy and Strategy was approved by 
Audit and Governance Committee and CoMT in January 2016 and by Council in 
February 2016. The framework was in line with good practice governance principles 
and guidance and international standards (ISO31000 Risk Management – 
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Principles and Guidelines).  Members were informed that the strategy had been 
disseminated to members and officers via relevant newsletter publications.

In response to a question, the CIA highlighted a key tangible positive outcome 
where the Council’s risk management arrangements were externally recognised as 
part of the Liability Insurance Tender process, which resulted in a 14% reduction in 
annual premiums (£29k per year / £87k over the three-year contract period).  
Members were informed that the report provided further information on how risk 
management linked to insurance and how the insurance claims statistics played a 
valuable role in the risk management framework.  

It was explained that strategic ownership of risk management within GCC was 
evident, in so far as the Director of Finance is the Lead Officer and the Lead 
Cabinet Member for Finance and Change as having responsibility to ensure 
effective risk management arrangements were in place. As such regular updates 
were provided to these key personnel throughout the year. In addition, directors and 
heads of service were required to provide assurance via the Annual Governance 
Statement assurance gathering process, that risks were being managed within their 
service areas.

Some members felt there was an ongoing risk with adult social care, in terms of the 
continuous risk of overspend.  The Director of Finance explained that the risk of 
overspending in this area is fully recognised and as a result the adult social care 
budgets are being closely monitored. It is currently forecast that additional funding 
made available through the adult social levy will support the service’s aims to 
balance in 2016/17. 

Members were informed that Risk Management continued to be fully integrated into 
key business systems and processes such as performance, option appraisals, 
business planning, financial planning and decision making processes.  Risk 
Management continued to be one of the key mandatory standards within the 
Council’s corporate programme and project management governance 
arrangements, which included Meeting the Challenge projects.

The CIA explained that a risk appetite model was used as part of the risk and 
opportunity decision making processes to help the Council be less risk averse and 
enabled the Council to understand which risks it was willing to accept.  In response 
to a question, it was noted that the leadership behaviours also encouraged 
calculated risk taking.

It was demonstrated that CoMT continued to take ownership of the strategic risk 
register, with each of the strategic risks being owned by a CoMT member. The 
Strategic Risk Register was dynamic with quarterly strategic risk management 
reports provided to CoMT, Overview and Scrutiny Management Committee and 
Cabinet, to enable them to gain ongoing assurance that the Council’s strategic risks 
were being effectively managed. 

Officers reported that emerging risks were identified as part of this process with five 
new risks added during 2015/2016 relating to the (1) failure to protect the Council’s 
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key information and data as a result of exploited technological vulnerabilities 
facilitated through malicious attack (internal or external), (2) failure of technology 
managed by the ICT Service impairing the Council’s ability to communicate, (3) 
failure to commission services resulting in the Council effectively being unable to 
deliver its strategic objectives, (4) failure to deliver outcomes of the Prevent 
Strategy impacting on the residents and businesses of Gloucestershire and (5) 
failure to deliver outcomes of the Prevent Strategy impacting on the Council’s 
reputation due to exposure in national media..  Officers explained that there were 
strong links between Risk Management and Internal Audit.

Members were reminded that Internal Audit undertook Risk Based Internal Auditing 
where Internal Audit focussed their control assurance work on the key risks of the 
organisation and provided an opinion as to the effectiveness of those 
arrangements. In addition, Internal Audit would provide an opinion on the 
effectiveness of risk management arrangements operating within the area under 
review. 

The committee were informed that during 2015/16,  97% of the audited areas rated 
the effectiveness of risk management arrangements as substantial (40%) or 
satisfactory (57%).

In response to a question concerning the strategic risk register, it was explained 
that there was an element of judgement when risks were rated however good 
governance arrangements were in place to review the register.    Members 
requested a copy of the risk matrix (likelihood and impact model), in order to 
develop their understanding of the process.  The CIA reassured the committee that 
a risk management framework is in place to enable effective risk identification and 
assessment processes. It is a requirement that the principles of risk management 
were embedded into day to day management processes including options 
appraisals, policy and decision making.  

Members noted that risk was incorporated into performance management and 
business planning, which in turn was monitored on a quarterly basis by corporate 
management.  In addition, the strategic risk register was presented to and 
monitored by Cabinet.  The Monitoring Officer informed the committee that the 
strategic risk register was also reported to OSMC and the appropriate scrutiny 
committee, which involved a great deal of member oversight.  

It was noted that with effect from the 1st April 2016 GCC delivered an Internal Audit 
and Risk Management shared service with Stroud District Council and Gloucester 
City Council.  The CIA explained that due to the risks and uncertainly around 
contracting and collaborative working the Corporate Risk team would continue to 
support management in the application of Risk Management principles within 
contracting and when working within alternative service delivery models.

During the discussion, members raised a question in relation to devolution.  The 
Monitoring Officer explained that the devolution deals agreed so far required an 
elected mayor, to receive the additional funding.  However, it was noted that officer 
working groups were closely studying the potential opportunities.  In terms of risk 
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management, devolution could present all types of inherent risks. Officer’s 
explained that risk management would be an integral part of the decision making 
processes.   

The CIA concluded that arrangements for managing risk within the Council were 
sound.  

Resolved 

(i)       That the Committee noted the Annual Report on the Corporate Risk 
Management arrangements in place during 2015/16. 

(ii)      That the committee endorsed the proposals for future improvement and 
development as set out in section 6 of the report.  

(iv)     That the committee concluded that arrangements for managing risk 
within the council were sound

33. ANNUAL REPORT ON INTERNAL AUDIT ACTIVITY 2015/2016 

Theresa Mortimer, Chief Internal Auditor (CIA) presented the report in great detail.  
The committee were provided with an annual report on Internal Audit activity, which 
met the CIA annual reporting requirements as set out in Public Sector Internal Audit 
Standards (PSIAS).  

The report provided an annual opinion on the overall adequacy and effectiveness of 
the Council’s Internal Control environment comprising risk management, control 
and governance, this opinion supported the Council’s Annual Governance 
Statement. It was explained that a satisfactory opinion was provided.   

Members were referred to page 79 of the report which described the meaning of 
opinions given and page 80 provided the committee with a pie chart summary of the 
overall opinions provided during 2015/2016.  The CIA demonstrated that 72% of 
audited activity received a substantial or satisfactory opinion on control and 97% 
received on risk.  The committee’s attention was drawn to the spreadsheet which 
provided a summary of the activity undertaken from which the CIA’s opinion was 
derived. 

It was noted that the report (pages 80/81) contained a summary of the 10 limited 
assurance opinions on control provided during the year; and a summary of the 1 
limited assurance opinion on risk.  The CIA confirmed all had been reported to the 
committee.  In response to a question, it was explained that whilst 28% of the 
opinions on control are limited, this may be related to transformational change, 
continuing to focus internal audit activity on the key risks of the Council and specific 
requests from Directors, who are asking for areas to be reviewed where issues 
have arisen and/or where independent assurance is required. 

The committee was interested to learn that the report contained a summary of 
irregularity work which had been undertaken during the year, which in some cases 
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had resulted in disciplinary action, resignations, monies recovered or loss 
avoidance.

Members discussed the terminology of fraud and referred to the chart on page 77 of 
the report.  Members questioned why the percentage of planned days to be spent 
on fraud had increased, with a percentage increase from 4.8% to 31.3%.  The CIA 
explained that due to the increased number of irregularities referred to internal 
audit, more investigative time was required.   During the discussion, it was 
suggested that in the future the graph should be retitled 
“investigations”, as the term fraud conjured up a different view to many people and 
could be misinterpreted.  

With reference to counter fraud activity, the Director of Finance advised that the 
Shared Audit Service had participated in a countywide local authority bid for funding  
for “Gloucestershire Fraud Hub” and that a briefing would be beneficial for the 
committee to explain this further.  

In terms of Internal Audit Effectiveness, the Public Sector Internal Auditing 
Standards (PSIAS) also required the CIA to annually report on compliance with the 
PSIAS, reporting any non conformance; and summarising the performance of the 
Internal Audit function.  The committee recalled that an external quality assessment 
had been undertaken by the Chartered Institute of Internal Auditors (CIIA) (national 
standard setters) in 2015, where the CIA received 100% conformance.

Members’ attention was drawn to the summary of the internal audit activity 
undertaken to that planned.  It was evident that the net effect of changes to the plan 
based on in year demand had resulted in Internal Audit achieving 86% of the 
overall revised plan. This reflected that resources were redirected as a result of the 
increase in special investigations and irregularity work.   It was noted that during 
this period 210 recommendations were made to improve the control environment, 
all of which were accepted by management.

The CIA explained that at the end of each audit review, Internal Audit requested 
customer feedback.  Officers were pleased to report that 93.3% of customers rated 
the service as good or better, this exceeded Internal Audit’s target of 80%. 

Members were informed that there were always lessons to be learnt and customer 
feedback was used to ensure that Internal Audit fully considered where 
improvements could be made. It was explained that individual staff targets had 
been set to assist with achieving these outcomes.  In essence, improvements made 
included shorter more focused audit reports, enhanced opening meetings to provide 
more information on the role of Internal Audit the audit process and approach. This 
ensured officers fully considered the risk and proportionality of the recommended 
controls to manage them, provide where possible more indication of when audit 
reviews will take place and a timelier turnaround of audit reviews.  

The committee’s attention was drawn to pages 89 - 91 of the report which related to 
a limited assurance opinion provided on control relating to the Adult Services Client 
Contributions.  It was noted that management accepted the recommendations 
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made and Internal Audit would continue to monitor their implementation.  However, 
it was recommended that the relevant senior management attend the next meeting 
of the Committee to provide an update on the action taken in relation to each 
recommendation made within this audit review. 

Members were referred to the fraud and irregularity annual reporting requirements 
under the Local Government Transparency Code 2015.   It was explained that this 
information would continue to be reported annually via the Annual Report on 
Internal Audit Activity in June each year.

Resolved 

That a briefing note on the “Gloucestershire Fraud Hub” be circulated to 
members.  

That the committee assessed, from the findings set out in the report that it 
could take reasonable assurance that the internal control environment, 
comprising of risk management, control and governance was operating 
effectively.

That senior management attend the next meeting of the committee to provide 
an update on the actions taken in relation to the recommendations made in 
the limited assurance Client Contributions audit report

34. INTERNAL AUDIT LIMITED ASSURANCE REPORTS 

Financial Assessments and Benefits Team – Mark Branton, Assistant Director 
Adult Social Care Commissioning, presented the report in detail. 

Members noted that the service was currently in the process of making 
amendments to the ERIC system in an attempt to be able to use that as an interim 
measure until the implementation of ContrOCC which was planned for October 
2016 which would hold a full case management system.  In response to a question, 
members were informed that the number of referrals outstanding were now down to 
97.  

It was noted that there were systematic errors with ERIC, as it was never initially 
designed to be a management system.  Officers explained that the new ContrOCC 
system would be Care Act compliant.  It was noted that this issue would provide a 
limited assurance opinion until the new system fully replaced ERIC.  Some 
members noted that this area was not on the strategic risk register and suggested 
that it should be given the residual risk was deemed as high.  Officers were 
requested to update the strategic risk register accordingly.  

Resolved 

That the interim system be placed on the strategic risk register, until such 
time the management system was replaced by ContrOCC.
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That the report be noted.  

Active Together – Sarah Scott, Director of Public Health presented the report in 
detail.  

In response to a question, it was noted that to date 17 visits had been completed 
and the equipment initially bid for was in place.  Members suggested that feedback 
should be requested from members to check that all equipment bid for was actually 
in place and completed.   The Director of Public Health noted the issues raised and 
agreed to check the status of the visits.  

Resolved 

That the number of visits to date be checked on the audit report.  

That the report be noted 

Capital Virements – John Kear, Financial Accounting Manager presented the 
report in detail.  

In response to a question, members were informed that governance arrangements 
needed to be as robust as possible and so improvements had been made since the 
audit.  During the discussion it was confirmed that staffnet would be used for the 
dissemination of information relating to the scheme of delegation.  

Members questioned the funding of the capital schemes.  It was explained that 
funding is delegated to the Director of Finance per the constitution, who will liaise 
with the finance team and maximise value for money for the council during the 
closure of accounts.  Officers also informed members that the capital programme 
was monitored in year via the budget monitoring reports to Cabinet, therefore any 
change in circumstances would be discussed with the appropriate portfolio holder.  

It was noted that in terms of governance arrangements with the various boards, 
audit trails needed to be robust.  The CIA explained that in 2017/18, the delegated 
decisions process would be tested.  

Resolved

That the report be noted.  

35. EXCLUSION OF THE PRESS AND PUBLIC 

THAT in accordance with Section 100 A (4) of the Local Government Act 1972 the 
public be excluded from the meeting for the business specified in minute 37 
because it is likely that if members of the public were present there would be 
disclosure to them of exempt information as defined in paragraph 3 of Part 1 of 
Schedule 12 A to the Act and the public interest in withholding the information 
outweighs the public interest in disclosing the information to the public.
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36. EXEMPT INTERNAL AUDIT LIMITED ASSURANCE REPORT 

The committee received and discussed the report in detail. 

  Resolved 
 
 That the report be noted.

CHAIRPERSON

Meeting concluded at 12.25 pm


