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AUDIT AND GOVERNANCE COMMITTEE
MINUTES of the meeting of the Audit and Governance Committee held on Friday 
23rd January, 2015 commencing at 10.00 am at the Cabinet Suite - Shire Hall, 
Gloucester.

PRESENT
MEMBERSHIP:

Cllr David Brown
Cllr Colin Guyton
Cllr Tony Hicks
Cllr Barry Kirby
Cllr Shaun Parsons

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

Substitutes:

Apologies:

1. DECLARATION OF INTEREST 

Councillor Hicks declared he was a board member of the Gloucestershire Care 
Partnership.  

Councillor Brown declared he was a member of Gloucester City Council.

Councillor Parsons and Councillor Brown declared they were members of the 
Pension Committee.

2. MINUTES 

Members were informed that Peter Smith from Grant Thornton was retiring, the 
Chairman on behalf of the committee wished to extend his thanks and best wishes 
to Peter on his retirement.  

In response to the self assessment of the effectiveness of the Audit & Governance 
Committee, it was noted that all members had submitted their responses.  It was 
agreed that the Chairman would have a discussion with individual members to 
identify their individual training requirements.  Officers explained that the results of 
these discussions would help to inform a member training/development plan i.e. 
either to provide bespoke training for individual members.  Also, to input in to the 
development of the member induction programme and could provide more generic 
awareness briefings/training.  It was suggested that perhaps CIPFA could provide a 
training session for members, officers agreed to investigate this further.  The 
committee recognised that there was a wide remit of knowledge and experience 
amongst members.   
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All matters arising had been dealt with and communicated to members of the 
Committee.  

Resolved

That the Chief Internal Auditor would liaise with the Chairman to understand 
members training requirements and draft a member training development 
plan.  

That the minutes of the Audit & Governance Committee meeting held on the 
30th September 2014 be signed as a correct record by the Chairman.   

3. GRANT THORNTON ANNUAL AUDIT LETTER 

Elizabeth Cave, Grant Thornton presented the report in detail.  The report 
summarised the findings from the 2013/14 audit, which was undertaken by Grant 
Thornton.  It included key messages arising from the audit of the council’s financial 
statements and the results of the work that had been undertaken to assess the 
Council’s arrangements to secure value for money in its use of resources.  

During the discussion it was noted that a review of the councils assets register and 
capital accounting system would be undertaken during the year to ensure that the 
systems support the efficient production of the accounts.  Elizabeth confirmed that 
this was positive progress, which was being carefully managed within the finance 
team.  It was also noted that this would be reviewed by Grant Thornton as part of 
the interim audit that was due to take place between February and March 2015.  

RESOLVED

THAT the report be noted.

4. GRANT THORNTON PROGRESS REPORT 

The committee welcomed Terry Tobin, Audit Manager from Grant Thornton to the 
meeting.    Terry presented the report, which 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.  
Members were informed that accounting, audit and emerging issues would be 
flagged up as part of the regular report.  Members were informed that internal and 
external auditors met on a regular basis to discuss any issues that may arise.  

The committee were informed that from 2017/18 the new date for approving the 
statement of accounts would be the 31st July (2018), in the interim the date for 
approval remained as the 30th September of each year.  Grant Thornton anticipated 
that this lead in time would allow this earlier approval date to be achieved.  Officers 
explained that nationally there was some concern over the peak of resources and a 
potential clash, this situation would be closely monitored.  

Members reiterated their concerns, as they did not want to be put in the same 
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position as last year given the timing of the September meeting.  Officers explained 
that they would be bringing the closure of accounts forward and that the Director of 
Strategic Finance would ensure, where possible that the accounts and supporting 
narrative would be produced earlier in the process to allow members to have 
sufficient time to comment.  

Members were informed that copies of Grant Thornton publications could be 
accessed via www.grant.thornton.co.uk/en/Services/Public-Sector 

In response to a question, it was noted that Grant Thornton was taking a leading 
role in discussions with the Audit Commission and CIPFA to try to seek a practical 
way forward in relation to school land and buildings, as recognised on Local 
Authority balance sheets.   Members concurred there was a need for a 
standardised approach.  It was agreed that this issue would be discussed in more 
detail at the April Committee meeting, members were interested to see outcome of 
discussions.   

During the discussion, members requested a copy of the managing rural estates 
policy, it was agreed that the website link to this document would be circulated to 
members.  

RESOLVED

That accounts and supporting narrative would be produced earlier in the 
process to allow members to have sufficient time to comment.  

That the issue of accounting for schools be discussed at the April Committee 
Meeting.  

That the managing rural estates policy be circulated to members for 
information.  

That the report be noted.

5. EXTERNAL QUALITY ASSESSMENT OF INTERNAL AUDIT 

Mark Spilsbury introduced the report.  Members were informed that to ensure the 
Authority met the requirements of the Public Sector Internal Audit Standards, it was 
necessary to undertake an independent assessment of the effectiveness of internal 
audit once every 5 years.  It was noted that GCC was keen to undertake the 
external quality assessment as soon as possible to see if there were any 
improvements that needed to be made.  It was noted that to ensure there was no 
conflict of interest the Head of Financial Management was tasked to take this 
forward.

Members were informed that 5 organisations were contacted who offer the 
assessment service.  Officers had been through their proposals in detail and 
recommended that the Authority engage the Chartered Institute of Internal Auditors 
(CIIA) to undertake this assessment during May 2015. The Head of Financial 
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Management felt that they would undertake a very thorough review, which would 
include significant challenge at a reasonable price.

Members were informed the key reasons for this were: 

 The Chartered Institute of Internal Auditors is exclusively focused on internal 
auditing. They support, promote and train 8,500 members in the UK and 
Ireland. 

 They were the authors of the International Professional Practices Framework 
(IPPF) of which the Public Sector Internal Audit Standards (PSIAS) adopts 
the mandatory elements. 

 They have a very detailed assessment tool which will provide the council 
with an assessment ranging from excellent to poor, on five key areas:

o Conformance to the IIA standards
o Focus on performance, risk and adding value
o Coordination and maximising assurances
o Operating with efficiency
o Quality assurance and improvement programme;

 They have a very detailed evaluation process which includes detailed 
reviews of assignments.

 A large number of fully qualified and experienced review panel members, 
including private sector experts

It was noted that the cost of the review would be met from within the 2015/2016 
Strategic Finance budget.  Members wished to know if individual committee 
members would have the opportunity to meet with the CIIA assessment team, it 
was noted that the Director of Strategic Finance and the Chairman would have a 
meeting on behalf of the committee with the CIIA assessors.  However, it was 
agreed that all members would be able to participate via a survey which would be 
set up by the assessors, to enable all members to contribute.    

Resolved 

That the Chartered Institute of Internal Auditors be engaged to carry out an 
independent assessment of the effectiveness of GCCs Internal Audit function 
during may 2015 and for the CIIA assessors to feedback the results to a 
future meeting of the committee. 

That the report be noted.  

6. ANNUAL GOVERNANCE STATEMENT 2013/2014 - ACTION PLAN PROGRESS 

Theresa Mortimer, Chief Internal Auditor presented the report.  The report provided 
assurance to the Audit and Governance Committee that the improvement areas 
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and associated actions identified as part of the annual review of the governance 
arrangements operating within GCC, had been/were being addressed.  It was 
recommended that the Committee reviewed and considered the actions taken to 
address the governance improvement areas identified.

It was explained that the Council was required by the Accounts & Audit (England) 
Regulations 2011 to publish an Annual Governance Statement (AGS), in 
accordance with ‘proper practices’ in order to report publicly on the extent to which 
we comply with our own Local Code of Corporate Governance, including monitoring 
the effectiveness of our arrangements in year and on any planned changes to our 
governance arrangements in the coming year. In response to a question, members 
were informed that the AGS was signed by the Leader, Chief Executive and the 
Chief Financial Officer and accompanied the Annual Statement of Accounts.

Officers explained the key risk was that failure to deliver an effective corporate 
governance framework would prevent the Council in directing and controlling its 
resources effectively and efficiently.  The AGS enabled the Council’s objectives to 
be met.

In response to a question, members were informed that the development of a 
corporate good practice guide on how to assess and measure value for money was 
on schedule to be completed by the 31st January 2015.  It was noted that officers 
had conducted research into other authority’s value for money policies, which had 
proved to be a challenge.  It was suggested that research should be carried out on 
the private sector, as they may have more sophisticated models which could be 
considered.   

Members were informed that in relation to complaints the team were currently being 
line managed by the Programme Manager.  The Director of Strategy and Challenge 
informed members that the day to day activities were being carefully managed 
during the restructuring phase.  It was noted that the committee would be provided 
with more detail at its next meeting.  Members requested that the complaints 
procedure be re-circulated for information.  

During the discussion, members referred to the complaints handling system on 
page 48 of the report.   Officers explained that complaints system was audited in 
Quarter 3 of 2013/14 and a lot of work had taken place since then.  The committee 
agreed that Internal Audit should revisit this issue and report back to the committee 
accordingly.   

Some members were keen to engage with training and member development and 
felt it very important that all councillors should attend training when provided.  The 
Director Strategy and Challenge informed the committee that the member 
development programme was being refreshed to support members to fulfil their 
roles effectively.
Resolved 

That the complaints policy be circulated to members. 
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That Internal Audit should revisit the Complaints policy/system and report 
back to the committee at a later meeting.

That the report be noted.  

7. RISK MANAGEMENT POLICY STATEMENT AND STRATEGY 2015-2016 

Theresa Mortimer, Chief Internal Auditor presented the report in detail.  The proposed Risk 
Management Policy Statement and Strategy, reflected national good practice/standards 
and aligned with the Council’s operating model.  

The committee discussed the proposed updated Strategic Risk Management Policy 
Statement and Strategy.  Officers explained if approved, the strategy would be effective 
from 1st April 2015.

A discussion took place relating to risk monitoring and reporting arrangements, it 
was reiterated that risk monitoring and reporting was integrated into the corporate 
performance monitoring arrangements and was within OSMC remit.  The Council’s 
strategic risks were reported on a quarterly basis to OSMC.  It was explained that 
the Head of Financial Management  also attended OSMC and reported regularly on 
financial risks.  It was agreed that it may be beneficial to present the strategic risk 
register to this committee in tandem with the accounts.  

In response to a question, it was noted that the corporate risk management team 
actively supports management to ensure that risk is fully embedded into 
programme and project management arrangements.  In addition, Internal Audit 
provides an opinion of the effectiveness of risk management arrangements when 
undertaking individual audit assignments which provided the committee with 
reasonable assurance that risk was being managed effectively  within a project and 
carefully managed.  

The committee were also presented with an annual report on risk management 
activity in June of each financial year.  

Some members felt there was a split of responsibilities as the Audit & Governance 
Committee was asked to approve the policy, yet OSMC monitored the strategic risk 
register.  Officers advised members that the committee’s role was to be assured 
that effective arrangements were in place to manage risk.  Members questioned the 
accountability aspect, as they felt the risk register needed to sit within the right 
place, to ensure it was carefully monitored and they felt this was best placed within 
the audit function of this committee.  The Director of Strategic Finance explained 
that OSMC had greater focus on performance and perhaps it was a question of how 
to get OSMC to look at the risk element more closely.  Officers agreed to discuss 
ways of refocusing OSMC member’s attention on risk.  

The committee discussed the Risk Management Governance Structure (Appendix 
2), it was noted that the diagram should depict the lines of communication, officers 
agreed to take this point away and revise the diagram.  Also if hierarchical then 
Council should be above Cabinet. 
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Resolved 

That the strategic risk register be presented in tandem with the accounts 

That officers would discuss ways of refocusing OSMC member’s attention on 
risk management.    

That Appendix 2 be revised accordingly 

That the Strategy be approved and disseminated to managers via the 
Communications Team, to reaffirm GCCs risk management objectives.

8. INTERNAL AUDIT ACTIVITY PROGRESS REPORT 2014/2015 

Theresa Mortimer, Chief Internal Auditor presented the report.  The purpose of the 
report was to inform members of the progress of the internal audit activity in relation 
to the 2014/2015 Internal Audit Plan, including the opinions provided on risk and 
control. 

Member’s attention was also drawn to the progress report in relation to those audits 
undertaken during the period October – December 2014.  A graphical summary of 
the opinions on risk and control provided during this period was provided on page 
77 of the report, this showed an overall satisfactory and above rating of 82% on 
control and 97% on risk.  It was explained that all 52 recommendations made by 
internal audit to improve the control environment during this period, had been 
accepted by management.     

The committee was referred to three limited assurance opinions provided on control 
relating to Business Continuity Management, Gloucestershire Care Partnership 
contract management arrangements and workforce development of social workers. 
Officers explained that recommendations had been made to enhance the control 
environment, which were all accepted by management and Internal Audit would 
continue to monitor their implementation.  However, it was recommended that the 
relevant senior management attends the next meeting of the Committee to provide 
an update on the action taken in relation to each recommendation made within 
these three audit reviews.

It was agreed that Gloucestershire Care Partnership would report back to the April 
committee meeting.  The Business Continuity Management and Workforce 
Development of Social Workers would report back to the June committee meeting.  

The Chief Internal Auditor drew member’s attention to the new fraud and irregularity 
annual reporting requirements under the Local Government Transparency Code 
2014.  It was explained this information would continue to be reported annually via 
the Annual Report on Internal Audit Activity in June of each year. 

RESOLVED 
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That the committee would receive limited assurance progress reports from 
management relating to the Gloucestershire Care Partnership at the April 
committee meeting, and the Business Continuity Management and the 
Workforce Development of Social Workers at the June committee meeting.  

That the committee noted the report.  

9. PROPOSED SHARED INTERNAL AUDIT AND RISK MANAGEMENT SERVICE 

At this juncture in the meeting, Theresa Mortimer, Chief Internal Auditor, left the 
meeting room for this item.  

Jo Walker, Director of Strategic Finance presented the report in detail.  
In response to a question, members were informed that a Section 101 collaboration 
agreement would be signed by GCC, Gloucester City Council and Stroud District 
Council, this would provide the detail of the governance, performance, financial and 
operating arrangements.  

Resolved 

That the report be noted and a recommendation as per the report be made to 
Cabinet.  

10. LIMITED ASSURANCE REPORT 

Simon Excell, Lead Commissioner for Strategic Infrastructure presented the report.  

Members raised concerns that sometimes developmental improvements were 
made, at a significant cost which were not always required.  It was explained that 
under a section 106 agreement, there was an opportunity to renegotiate if both 
parties were in agreement.  Members requested to know if the local member could 
be involved at the development stage, in an effort to save wasted works and funds.  
Officers explained that the local members could possibly be involved during the 
local development framework stage.  

Some members felt that local people should be consulted in order to avoid 
complications at a later stage, as local people knew their area better than an officer 
in shire hall.  Members felt there was a need for a joined up approach.  Officers 
were aware of the situation and agreed to monitor carefully. 

In response to a question, it was noted that contributions were index linked.  Also 
where balances were ear marked for development, the interest generated was ring 
fenced for that particular project. The committee was informed that often 
developments would trigger a negotiation of risk, however legal agreements were in 
place to mitigate all aspects of the development coming forward.  It was noted that 
officers were fairly astute with the rationale to renegotiate.  

Some members were concerned that the developments were not on the strategic 
risk register, given their significant risk and inherent nature.    It was explained that 
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it was not possible to plug historical gaps, it was only possible to mitigate that 
development.  The Director of Strategic Finance anticipated the Community 
Infrastructure Levy (CIL) was a risk and should be identified as such.  The Lead 
Commissioner was requested to investigate this point further.  

It was noted that a Section 106 monitoring officer would look at the specifics of 
each development under the CIL.  A new database had been installed which 
monitors Section 106s and will monitor CIL in due course.  In response to a 
question regarding CIL, members were informed that GCC would be a statutory 
consultee and were to a degree in the hands of the district councils, as were the 
charging authorities for CIL.  Members raised concerns, they felt there was a 
significant risk to the County Council if the District Councils  disregarded the advice 
given, as there was no legal jurisdiction only persuasive powers.  Members agreed 
that the details needed to be fully considered.   

Resolved

That the Community Infrastructure Levy (CIL) was a potential risk, the Lead 
Commissioner was requested to investigate.  

That the report be noted

11. TREASURY MANAGEMENT STRATEGY 2015/16 

Mark Spilsbury, Head of Financial Management presented the Treasury 
Management Strategy for 2015/16.  Members were informed the Treasury 
Management Strategy governed how the Authority invested revenue balances and 
borrowed to fund the capital programme where needed.  The detailed strategy was 
required to meet CIPFA Code of Practice for Treasury Management in Public 
Services.  

It was noted that the strategy would be approved by full Council as part of the 
MTFS and was submitted to the Audit and Governance Committee in accordance 
with its terms of reference to regularly monitor the Council’s Treasury Management 
policy and practices.

Members were informed that the Council regularly had in excess of £280 million of 
balances invested.  It was noted that Capital borrowing was currently around £303 
million.

The key points for 2015/16 related almost entirely to GCCs investment 
arrangements, as in terms of approved Counterparties, these had been expanded 
to include covered bonds and reverse purchase agreements, known as repos.  
Officers explained this was because the Financial Service (Banking Reform) Act 
2013 introduced a bail-in procedure, to allow the fast resolution of failing banks.  In 
essence, if banks fail institutional investors would face a % reduction in their 
investments to stop the bank collapsing.  
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It was explained that as a result of this our advisors had looked at alternative ways 
to ensure the security of deposits.  It was suggested that the Council use covered 
bonds and Repo’s as an alternative as these were exempt from the bail in risk.

In response to a question, members were informed that Private Sector companies 
already use these.  As they were based on banks providing collateral which 
provided a guarantee against the loan in the event that the bank failed.

Officers explained that covered bonds were longer in duration with the collateral 
held in the bank, but with a legal agreement transferring it to the investor in the 
event of failure. They are issued by banks but tend to be limited.  Reverse purchase 
agreements were shorter term, and would be used where possible for most of 
GCCs deposits. These are actioned via a Custodian Account, who holds the 
collateral. They release this back to the bank at the end of the loan period, or fully 
or partially back to the investor if the bank fails.

It was noted that all were subject to detailed legal agreements. Officers believed 
that all local authorities would be moving down this path.

The committee was informed that to facilitate the use of longer dates financial 
instruments such as covered bonds, the investment limit has been increased from 
£50m to £100m for balances over 364 days to allow flexibility.  It was noted that the 
Authority currently had £33m invested for longer than one year.  In addition, the 
limit with brokerage accounts had increased to £60 million per broker to recognise 
the move to instruments such as covered bonds, repos and gilts which required a 
custody facility.

Members were informed that a BBB+ rating category had been added as an 
unspecified investment in anticipation of the majority of UK banks being 
downgraded by the credit rating agencies following removal of government support 
from banks ratings.  This would allow the Council to continue to utilise these 
counterparties, however the duration would reduce to 100 days and exposure 
would be limited to £15m per institution.  Members requested a list of BBB+ 
counterparties.  

Officers reiterated that they were limiting risk through the repo agreement, as this 
gave protection on the investment.  

Resolved 

That members requested a list of the BBB+ rating category

That the committee approved the Treasury Management Strategy and 
Investment Strategy for 2015/16.

12. DATE OF THE NEXT MEETING 

The date of the next meeting was confirmed 17th April 2015.  
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CHAIRPERSON

Meeting concluded at 12.56 pm


