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AUDIT AND GOVERNANCE COMMITTEE
MINUTES of the meeting of the Audit and Governance Committee held on Friday 26 
June 2015 commencing at 10.00 am at the .

PRESENT
MEMBERSHIP:

Cllr Colin Guyton
Cllr Colin Hay
Cllr Barry Kirby
Cllr Shaun Parsons

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

Substitutes:  

Apologies: Cllr Anthony Hicks

24. APOLOGIES 

Apologies were received from Councillor Tony Hicks, Jane Burns, Elizabeth Cave 
and Mark Branton.  

25. DECLARATIONS OF INTEREST 

Councillor Parsons declared he was a member of the Pension Committee

26. MINUTES 

All matters arising had been dealt with and communicated to members of the 
committee.  

Resolved 

THAT the minutes of the Audit & Governance Committee held on 17th April 
2014 be approved and signed as a correct record by the Chairman.  

27. 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.  

A copy of Grant Thornton’s ‘Sustainable Future’ was available to members of the 
committee for via the website www.grant-thornton.co.uk/en/Services/Public-Sector 
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RESOLVED

That the report be noted.

28. GRANT THORNTON AUDIT FEE LETTER 2015/16 

Terry Tobin presented the report, which informed the Committee of the audit work 
to be undertaken for the 2015/16 financial year for Gloucestershire County Council 
and the fee involved.

It was explained that the Council’s scale fee for 2015/16 had been set by the Audit 
Commission at £98,010 which compared to the audit fee of £130,680 for 2014/15. 
In response to a question, members were informed that there was a 25% reduction 
in the fee due to Audit Commission being abolished and the ability to bulk buy 
services.  Members questioned if the reduction in cost would result in a reduced 
audit service, officers explained that it would not result in a reduced service 
function.  It was noted that the local audit function was governed by a code of 
practice.
  
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. Officers explained that the Audit Commission was previously a national 
body and consequently the working practices had now changed, as peer reviews 
had replaced local authority inspections.

The PSSA is expected to advise local government on the outcome of their 
consultation about contract extension or localisation of contracts soon.  Members 
were informed that the external audit contract was for a period of 5 years and that 
the fee had been previously been set centrally by the Audit Commission.  Members 
noted that the PSSA have an option to roll over contracts for a further two years in 
an effort to retain the lower fee.  It was recognised that nationally the issues were 
being debated and that the PSSA was currently the new contract holder following 
the demise of the Audit Commission.  

It was noted that in the future Councils would be able to appoint there own external 
auditors.  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.

29. ANNUAL REPORT TREASURY MANAGEMENT 

Mark Spilsbury, Head of Finance, explained that each year the council produced an 
Annual Report covering its Treasury Management activities for the previous year.  
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The annual report for 2014/15 was submitted to the Audit and Governance 
Committee to allow greater scrutiny under the Treasury Management Code.  The 
committee discussed the report in great detail.  

The overall borrowing requirement at 31st March 2015 was £353.760m. £0.037m of 
this requirement was currently funded through internal balances. 

No new external borrowing was taken out to fund the capital programme in 2014/15 
as the Council’s strategy was to fund as much of its borrowing requirement as 
possible via internal borrowing, in order to minimise debt interest payments.  The 
key point noted was that £5.3m of external debt and £22m of internal debt was 
repaid in 2014/15.   

In response to  a question, members were informed that internal rather than 
external debt was repaid, as the penalties imposed by the Public Works Loans 
Board, for example a £4.8m loan, with a coupon rate of 9.25%  which expires in 
December 16 would have a premium of around £1m added to it if we repaid now. 
Members noted that repaying internal debt still had a budgetary saving of 4% per 
annum, MRP that we would have had to pay as a result of reducing the Capital 
Financing Requirement and avoided increased costs associated with future interest 
rate rises.

Officers explained that redeeming debt was considered as part of the financing of 
the capital programme, as this provided the council with a key opportunity to 
maximise value for money.  As officers they were actively looking for ways to 
actively maximise the opportunity for the council and it was a question of 
investment versus debt reduction.  It was explained that current capital programmes 
included, investing in IT (work smart), investment in the Shire Hall building (new 
windows, cladding, PV) and a paper was going to Cabinet on the potential of 
ground maintained PV.  

Some members felt that council be reminded that project investment was necessary 
in order to reap a better return. It was explained that this was not a policy change, 
as all schemes were detailed within the capital programme, which was presented to 
Cabinet and Council.  It was agreed that a paragraph be added to the budget 
monitoring report to update members on debt redemption in July.  

It was requested that in the future the loan maturity profile chart (Page 39) include 
the loan rates, as this would provide a full overview of the current position.    

The total investment balance at 31 March 2015 was £249.900million.  Officers 
reported that GCC’s long term investments had increased. These were largely with 
OLA’s which were seen as having a very low risk because we could precept on 
another Council if they got into financial difficulties. In addition, the second key point 
was GCC had ceased its arrangement with our external fund managers.  This was 
due to their poor return rates of around 0.4% during the year.  However, all 
investments were made in accordance with the approved strategy and it was 
confirmed that none were made against the advice received from the Treasury 
Management advisors Arlingclose. 
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Officers outlined the effect of the EU Bank Recovery and Resolution Directive, 
which basically replaced government bail outs with bailins if banks fail. This 
basically meant that major investors, including local authorities face bail in risks if a 
bank fails. Basically they lose a % of their investments. Consequently, officers were 
restricting the length of investments with banks and were moving into investments 
such as “covered floating rate notes” which were backed by collateral deposited by 
the banks.

Officers were very pleased to report, that the Icelandic Banks position had now 
been resolved. Members noted that of the £12.5m invested, £10.944m and 1.895 
million euros has been recovered and £69,000 written off. It was explained that  
euros were received as part of our sale of our Icelandic Krona, and remained in a 
euro account due to the current poor Euro to the £ exchange rate.

RESOLVED

 It was agreed that a paragraph be added to the budget monitoring report 
going to Cabinet on 22nd July 2015.  
 
That the Committee received the Treasury Management Annual Report for 
2014/15.

30. ANNUAL REPORT ON RISK MANAGEMENT ACTIVITY 2014/2015 

Theresa Mortimer, Chief Internal Auditor, (Internal Audit, Risk Management and 
Insurance Services) presented the report.  The Committee welcomed the report and 
noted that the Council had continued to build on its success in managing risk 
throughout 2014/154. 

It was explained that GCC’s Risk Management Strategy and framework was in line 
with good practice principles, guidance and international standards (ISO31000).  

Members were informed that a key tangible positive outcome was 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.

It was noted that strategic ownership of risk management within GCC was evident 
in so far as the Director of Finance was the lead Officer and the Lead Cabinet 
Member for Finance and Change had responsibility to ensure effective risk 
management arrangements were in place. Officers explained they received regular 
updates throughout the year.  In addition directors and heads of service are 
required to provide assurance via the Annual Governance Statement assurance 
gathering process, that risks are being managed within their service areas.

The committee was 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 
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Council’s corporate programme and project management governance 
arrangements including the Meeting the Challenge projects.

A risk appetite model had been introduced and used as part of the risk and 
opportunity decision making processes. This helped the Council to be less risk 
averse and enable the Council to understand which risks it might be willing to 
accept.   

Members were referred to the fact that CoMT continued to take ownership of the 
strategic risk register.  It was noted that each of the strategic risks were owned by a 
CoMT member. The Strategic Risk Register was monitored and reported quarterly 
to CoMT, Overview and Scrutiny Management Committee and Cabinet.  This 
provided ongoing assurance that key strategic risks were being managed, and 
informed decisions were made. It was noted that CoMT had a collaborative 
approach to managing risk, which included benchmarking against other local 
authorities strategic risks and arrangements.  Officers were confident that robust 
frameworks and processes were in place.  

In response to a question, members were informed that the strategic risk register 
was presented to Cabinet as part of the Corporate Performance report on a 
quarterly basis.  During the discussion, it was agreed that SR2.1 (Finance Risk) 
would be reviewed and amended or deleted accordingly. 

Ongoing emerging risks were identified as part of this process with three new risks 
added during 2014/2015 relating to the risk of legal action being taken against the 
LA due to failure to complete a Deprivation of Liberty Safeguard assessment within 
the stated times, the emergence of the Community Infrastructure Levy and 
implications of the implementation of the Care Act 2014.

Internal Audit undertook Risk Based Internal Auditing where they focused control 
assurance work on the key risks of the organisation and provided an opinion as to 
the effectiveness of those arrangements. It was reported that during 2014/15 that 
over 96% of the audited areas rated the effectiveness of risk management 
arrangements as substantial or adequate.  Members discussed the report in great 
detail, and welcomed these findings.  The committee congratulated Internal Audit 
and Risk Management and Insurance Services (RMIS) on their positive efforts.  

It was noted that with effective from the 1st June 2015 the County Council entered 
into an internal audit and risk management shared service with Stroud District 
Council and Gloucester City Council.  Officers were currently looking at the team 
structure and meetings were being held with Section 151 officers to gain an 
understanding of the service requirements.    

Also due to the risks and uncertainly around contracting and partnerships RMIS 
would review the Council’s key partnerships/contract arrangements to ensure 
contract managers were managing risk effectively and provide support as required 
throughout 2015/16.
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In response to a question relating to Highways, members were informed that 
insurance claims were now Amey’s responsibility and that GCC had a residual 
liability, therefore officers kept a watching brief and had monthly meetings with 
Amey to ensure GCC interests were being protected.  If there were any major 
issues then they would be escalated to the appropriate director.  

Officers explained that risk continued to be further embedded within the 
organisation, and the framework for managing risks was sound.  Grant Thornton 
supported this view.  After some discussion and in conclusion based on the 
information set out within the report, it was agreed 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 2014/15. 

(ii) That SR2.1 (Finance Risk) would be reviewed and amended or deleted 
accordingly.  

(iii) 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.  

31. ANNUAL REPORT ON INTERNAL AUDIT ACTIVITY 2014/2015 

Theresa Mortimer, Chief Internal Auditor, (Internal Audit, Risk Management and 
Insurance Services), presented the report. She explained that as the provider of the 
internal audit service to Gloucestershire County Council she was required to 
provide 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 
and consequently a “satisfactory opinion was provided”. 

The CIA informed members that since the ICT audit plan was not delivered, due to 
transitional arrangements of both the Council’s ICT provider and ICT audit provider, 
it had not been possible to provide an opinion on the effectiveness of the ICT 
control environment.  However, actions had been taken to address this issue, and 
all key ICT audits had been carried forward to 2015/2016 audit plan.  

During the discussion it was agreed that a report on ICT, highlighting the work 
smart position and any remedial action necessary be suggested for presentation to 
OSMC.  In response to a question, members were informed that the ICT audit 
provider had its payment withheld until the work had been completed, it was 
anticipated that the completion of the plan would be by December 2015.  The CIA 
had made the ICT audit provider aware of the implications if they did not fulfill their 
contractual agreement.  
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It was noted that the underlying principle to the 2014/15 plan was risk and as such, 
audit resources were directed to areas which represented in year risk and there 
were no limitations to the scope of the Internal Audit activity.

Members were referred to the summary of the overall opinions during 2014/2015.  It 
was demonstrated that 83% of audited activity received substantial or satisfactory 
opinion on control and 96% on risk.

The CIA provided the committee with a summary of the 6 limited assurance 
opinions on control provided during the year; and a summary of the 2 limited 
assurance opinions on risk, it was noted that these had been reported to the 
committee.  Members received a summary of irregularity work undertaken during 
the year, which had resulted in recoveries totalling £97,640.

It was noted that the Public Sector Internal Standards (PSIAS) required the Chief 
Internal Auditor to annually report on compliance, reporting any non conformance; 
and summarise the performance of the Internal Audit function.   Members were 
informed that an external assessment had been undertaken by the Chartered 
Institute Internal Auditors (national standard setters) and Mary Hardy would be 
presenting the outcome of the external assessment.  

The Chief Internal Auditor informed the committee that the net effect of changes to 
the plan based on in year demand had resulted in Internal Audit achieving 83% of 
the overall revised plan.  This reflects that resources were redirected as a result of 
the increase in special investigations and irregularity work and that the ICT plan has 
not been completed. All key assurance activity has been included within the 
2015/2016 audit plan.   

It was explained that Internal Audit Customer satisfaction survey results 
demonstrated that 97% of customers rated the service good or better, this 
exceeded Internal Audit’s target of 80%. 

The committee was provided with a progress report in relation to those audits 
undertaken during the period April – June 2015.  Members attention was drawn to 
pages 86 and 87 of the report which related to a limited assurance opinion provided 
on control relating to the Public Transport Contracts – contract management and 
decision making processes. 

It was explained that management accepted the recommendations made and that 
Internal Audit would monitor their implementation.  It was agreed that the relevant 
senior management attended the next meeting of the Committee to provide an 
update on the action taken in relation to each recommendation made within this 
audit review. 

The CIA drew the committee’s attention to the new fraud and irregularity annual 
reporting requirements under the Local Government Transparency Code 2015. This 
information would continue to be reported annually via the Annual Report on IA 
Activity in June each year.
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Resolved

(i) That a report on ICT, highlighting the work smart position and any 
remedial action necessary be suggested for presentation to OSMC. 

 
(ii) That the committee assessed the findings set out in the report and took 

reasonable assurance that the internal control environment, 
compromising of risk management, control and governance was 
operating effectively.

(iii) 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 Public Transport Contracts audit report.

(iv) The committee noted the performance of Internal Audit and that the 
function meets the required professional standards.

32. REPORT ON EXTERNAL QUALITY ASSESSMENT FOR INTERNAL AUDIT 

The committee welcomed Mary Hardy, Chartered Institute of Internal Auditors to the 
meeting.  

Members were informed that the objective of this External Quality Assurance (EQA) 
review was to undertake an independent assessment of the effectiveness of 
Gloucestershire County Council's (GCC) internal audit (IA) function which also 
provides internal audit services to the Chief Constable and Police and Crime 
Commissioner (CC/PCC). This has included considering the team’s conformance to 
the International Professional Practices Framework as reflected in the Public Sector 
Internal Audit Standards, benchmarking the function’s activities against best 
practice and assessing the impact of internal audit on the organisation.

It was noted that there were 56 fundamental principles to achieve with more than 
150 points of recommended practice in the IPPF. Mary explained it was the EQA 
view that GCC's internal audit function conformed to all of the 56 principles.  This 
was an excellent performance given the breadth of the IPPF and the challenges 
facing the function.  

Members were informed that there was one major weakness that needed to be 
addressed as a matter of urgency.  The ICT Audit work was currently outsourced 
under a framework agreement to an external provider. This arrangement had been 
in place since April 2014, but, to date, the provider had only completed one of the 
audits scheduled for GCC for 2014/15. It appeared that they did not have sufficient 
resources to fulfil all the contracts they have taken on.

As a result, the Chief Internal Auditor's (CIA's) annual opinion for GCC for 2014/15 
noted that she cannot give assurance on ICT controls and this would also be 
reflected in the Annual Governance Statement, which sits alongside the Council's 
published accounts. The committee agreed that ICT was a major risk for GCC it 
was important that this situation be resolved as soon as possible.
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The CIA assured the committee that there was an action plan in place to address 
this issue which included the option of looking for another ICT audit provider within 
the public sector procurement rules in the event the current provider did not perform 
in line with the agreed action plan. It was noted that the ICT audit provider for 
2015/16 would also be required to prepare an ICT audit needs assessment to 
support the audit plan.

Mary explained that the only comment she could make was that Internal Audit lacks 
diversity in age which could lead to problems with succession planning, however 
senior officers were aware of the situation and were making provision for 
succession planning as part of the shared services restructure.   Officers 
recognised the need for younger experienced auditors to add value to the team 
early on in the process.  

Mary praised the CIA and her team for a well structured audit function.  Members 
welcomed the report and its findings.  They congratulated officers on their hard 
work and efforts to provide an outstanding service.  

33. REPORTS BACK ON ACTION REQUESTED FOLLOWING ON FROM 
INTERNAL AUDIT LIMITED ASSURANCE AUDIT REPORTS 

Business Continuity Management – Eddie Coventry, Head of Trading Standards, 
Registration and Coroners presented the report.  

Members were informed that corporate oversight by senior management had been 
significantly strengthened, and the Chief Fire Officer as the Risk Owner attended 
the BCM Assurance Group and reports the group’s activities directly to CoMT, 
through a rigorous governance process.  In response to a question it was noted that 
the assurance group itself was made up of senior managers from across the whole 
council each of whom facilitated effective planning in their respective business 
areas.

The committee noted there was a Civil Protection Officer who oversees the co-
ordination of the Council’s BCM arrangements and also assisted and challenges 
Service Managers in the development and implementation of BCM plans.

Officers explained that a recent serious interruption to the delivery of council 
services occurred on 1st April 2015 when the council’s access to internet was 
disrupted.  BCM arrangements were very successfully implemented and an 
organisation-wide command and control framework was activated in accordance 
with the Corporate Response Plan.  Whilst lessons were learnt, the impact on the 
council and its’ customers was minimal.

Members were informed that managers were actively encouraged to test plans on a 
regular basis.  The CIA informed the committee that a follow up audit review would 
be carried out to ensure the appropriate actions were in place.  

Resolved 
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That the report be noted.  

Workforce Development of Social Workers – Phil Shire, Interim Commissioner 
for Older People Services and Deborah Greig, Head of Adult Social Care presented 
the report in detail.  

It was noted that as the interim post holder, Phil was focusing on new management 
arrangements for adult social work within the partnership with Gloucestershire Care 
Services NHS Trust, as a result of which line management of social work would be 
taken back into the Council as of the 1st August 2015. This was in response to 
concerns about the external care budget and the performance and quality of the 
social work service. 

Members were informed that the planned changes included a revamp of the quality 
assurance process that would enable standards of practice to be monitored and 
controlled more rigorously. The new head of service role had a direct reporting line 
to the Commissioning Director for Adults and would be directly accountable for the 
adult social work service.

Officers explained that consideration was also being given to establishing a new 
principal social worker role for adults as part of the management restructure, which 
would enable more attention to be given to the standards. 

The key SWRB recommendations in relation to workforce planning and 
development are within the terms of reference of the Adult Social Care Workforce 
Strategy Group. There was a comprehensive training programme, including post 
qualifying awards and support for the Assessed and Supported Year in 
Employment (ASYE). However, more work was needed on workforce planning. 

Officers reported that there had been a successful drive to reduce the number of 
care home admissions.  It was noted that the older people policy was embedded 
within the Corporate Management Policy, which had been approved by Council and 
Cabinet.  

During the discussion, it was agreed that this was an important piece of work and 
should be referred to the HOSC to monitor the standard reporting arrangements. 

Resolved 

That HOSC be requested to monitor the standard reporting arrangements
That the report be noted

Financial Assessment and Benefits Team – Tina Reid, Operations Lead for Adult 
Social Care and David Dale, Operations Lead for General Business Services 
presented the report.  

It was noted that Gloucestershire County Council’s Adult Social Care relied on 
people who use services making a financial contribution to the cost of providing 
them, if they were able to do so. Clearly, the administrative function was a vital 
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element of any service and integral to the effectiveness of the work of the FAB 
Team.  

The Financial Assessments & Benefits (FAB) team ensured that any financial 
contributions required from service users for residential and non-residential Social 
Care services were calculated fairly and in accordance with GCC policies and 
Government guidelines.  The team also helped to maximise income for individuals 
and maximise charging revenue for GCC by providing advice and practical 
assistance to all service users, their partners and carers to ensure that they are in 
receipt of their full welfare benefit entitlement.  

The committee noted that all audit recommendations were accepted and had been 
implemented.  FAB policies and procedures had been updated to reflect changes 
introduced under the Care Act.  A service level agreement had been developed and 
agreed between FAB and the administration team, setting out the tasks required 
and the standards expected for effective business support.  

Members were informed that the current level of outstanding referrals was also 
intensified by two other factors, these being the number of Financial Assessment 
and Benefits Visiting Officers and the extent to which they are fully utilised.  It was 
noted that the FAB team had recruited two full time posts as of the 1st July 2015, 
officers anticipated that the team would be fully staffed as of August 2015. It was 
also noted that since January 2015 the proportion of available appointments 
booked each week has been over 93% on average compared to the 60% of 
available visits booked during October and November 2014 at the time of the audit.  
The committee welcomed this increase in service provision.  

Resolved 

That the report be noted 

Gloucester Care Partnership – Tina Reid presented the report, in Mark Branton’s 
absence.  

In terms of its commercial significance, under the Council’s corporate framework for 
managing contracts it was categorised as being a Platinum contract, i.e. high in 
terms of business criticality and contract spend.  It was therefore paramount that 
this contractual relationship was effectively managed to ensure that quality, service 
and cost outcomes were being met or exceeded.

Officers explained the following actions had been taken in order to support Adult 
Care contract management arrangements. Two Outcome Managers had been 
allocated the responsibility of Contract Manager for the five Care Home platinum 
contracts which included OSJ.  These two officers jointly managed the responsibility 
for all five contracts reporting and escalating to the Lead Commissioner.  

The Commercial Team were still in the process of implementing the Contract 
Management Framework that was adopted by the Chief Officers Management 
Team in July 2013. As part of the “baseline exercise” to assess the existing contract 
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management activities against best practice (National Audit Office and Government 
Procurement Service) initial findings had identified a significant number of areas for 
improvement.  As development work continued on the revised OSJ contract 
framework, the Contract Managers would implement any specific contract 
management arrangements to support this contract as required.

Financial Management had also highlighted that there were significant issues that 
currently impeded the effectiveness of the current systems and processes used to 
administer the information required to support the financial funding agreements and 
financial reconciliations, and delays with inputting care arrangements onto the 
electronic social care record (ERIC).  It was noted that there was now greater clarity 
on what the service was paying for its bed price and were working hard to eliminate 
discrepancies.  Officers continued to work closely with OSJ on the pricing structure.  

Officers explained that progress was not as quick as was hoped but there were a 
number of complex issues and contractual considerations to work through and 
further public consultation may still be necessary before any revised strategy could 
be formally agreed.

The committee felt that HOSC should receive a full performance report for its 
consideration.  

Resolved 

That HOSC should receive a full performance report for its consideration.  

That the report be noted

34. TRAINING OPPORTUNITIES 

Members were reminded that training events were available on: 

• Governance Training, provided by Grant Thornton on the 8th September, 
6.30pm 

• Final Accounts & Annual Governance Statement on the 18th September 
2015, 1pm

• Treasury Management – date to be advised.

It was noted that details of the training events would be included on members 
matter.  If members wished to attend any of the events and haven’t already done 
so, they should contact Democratic Services.  

CHAIRPERSON

Meeting concluded at 12:55
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