
Minutes
Governance and Audit Committee
Thursday, 21 March 2019

COMMITTEE MEMBERS PRESENT
Councillor Ian Stokes (Chairman)
Councillor David Mapp (Vice-Chairman)
Councillor Phil Dilks
Councillor Damian Evans Councillor Ian Stokes (Chairman)
Councillor Brian Sumner

OTHER MEMBERS
Councillor Adam Stokes, Cabinet Member for Finance

AUDIT
Grant Thornton Accountants, (Paul Harvey)
Head of Internal Audit, RSM (Chris Williams)
Senior Manager, RSM (Amjad Ali)

OFFICERS
Strategic Director for Resources (Debbie Muddimer)
Assistant Director for Resources (Richard Wyles)
Governance and Risk Officer (Tracey Elliott)
Civic and Democratic Officer (Anita Eckersley)

41. Apologies
Apologies for absence were received from Councillors Paul Wood and Peter Stephens.

42. Disclosure of interests
No interests were disclosed.

43. Minutes of the meeting held on 13 December 2018
The minutes of the meeting held on 13 December 2018 were proposed, seconded and 
agreed as a correct record.

44. Updates from previous meeting
A Member referred to the action point at minute 35 noting the Committee would be kept 
informed of the findings from the Communities and Wellbeing OSC in respect of the 
issue of frozen pipes. The Chairman noted that the item had not been on the agenda for 
the February meeting of the Communities and Wellbeing OSC.  It was also noted the 
issue had been raised at Council.  

Clarification from the Assistant Director of Housing prior to the meeting had been sought 
and he noted that a discussion had been had with the Chair of the Communities and 
Wellbeing OSC. It had also been explained that mitigating actions were still being 
completed as were the measures of effectiveness of the actions and outcomes.  These 
would be included in a report that would go to the OSC in the new Municipal year.



Members expressed their concerns at the length of time it had taken to resolve the 
issues and receive feedback.  

Further discussion took place on how faults were reported and it was noted that fault 
reports went directly to Liberty Gas but it was not clear if the Council received notification 
of all the faults. Discussion ensued on the potential contractual issues and the need to 
determine what detail was in the contract regarding the process of dealing with reporting 
faults to the Council. 

A Member proposed and this was seconded that a meeting with the Chief Executive 
should be arranged in order to outline the concerns.  The Chairman commented that he 
would meet with the Chief Executive and convey the Committee’s concerns. 

Action point: 
That a meeting of the Chairman and the Chief Executive is arranged in order to 
discuss the Committee’s concerns in respect of this issue.

The Assistant Director, Resources provided an update on the action point referring to the 
recent Land Charge changes. He explained that the Government initiative to transfer 
local land charges data to HM Land Registry’s national digital service would impact on 
365 councils. Five Councils had migrated to the new system during 2018 and the 
anticipated end date of 2023 could prove challenging. It was noted that a number of 
councils such as Peterborough, East Lindsey and North East Leicestershire would be 
migrating during the current year.  

Members queried whether Councils would need to be fully digital and whether there was 
a date for SKDC to transfer.  It was noted that Councils would need to be fully digital.  
SKDC was only part digital and would not be transferring yet.

The updated was noted.

45. Certification of Grants and Returns 2017/18
The Assistant Director for Resources referred to the report which summarised the work 
completed by KPMG during 2018/19 and provided the Committee with an update on the 
findings from the audits of the 2017/18 Housing Benefit Subsidy claim and the 2017/18 
Pooling of Housing Capital Receipts Return.  The letter received from KMPG referred to 
the 2017/18 Housing Benefit Subsidy Claim and was the only claim covered by Public 
Sector Audit Appointments Ltd.

The audit had been qualified due to a small number of errors being identified during the 
sample testing of Rent Allowances and this had led to an incorrect calculation of 
earnings. An action plan was being developed to address this during 2019/20. The 
action plan would include, increasing the sample rate, increased training and support for 
staff and mentoring of newly appointed staff.  

The audit of the Housing Benefit Subsidy Claim had identified a number of errors which 
resulted in amendments to the claim. The overall impact to the claim was a £359 
increase to the subsidy claimed against a total certified value of £28m.

The audit of the Pooling of Housing Capital Receipts Return had identified two errors: (i) 
The recording of the right to buy sales figures should have been in pounds and pence 
but because the cell format had been determined by the Government Delta website, the 
return was submitted but the Council was unable to record the sums received in pounds 
and pence:  (ii) An expenditure of £1,140 had been included on the return for the quarter 



which was after the date of the invoice but the invoice was received and processed 
during the following quarter. 

Reference was also made to the increase of the fee by £2500 and how this was due to 
additional work and time spent calculating the impact of the errors and checking the 
amendments to the claim.  A Member queried whether the PSAA had been notified of 
the extra work and the Committee was informed that it was normal practice under PSAA 
regulations to increase the fee due to the requirement for increased testing.

The Governance and Audit Committee accepted the report.

46. External Audit Plan 2018/19
The Engagement Manager from Grant Thornton explained that the report provided an 
overview of the planned scoping and timing of the statutory audit of the final accounts as 
well as the Value for Money work in respect of the financial year 2018/19.  

The Audit Plan highlighted potential risks that required special audit consideration and 
procedures to be put in place to address the likelihood of a material financial error. The 
risks were not unique to the Authority but were risks facing all local authorities and had 
been identified as: 

 Valuation of property, plant and equipment
 Valuation of pension fund net liability  
 Management override of controls

The level of materiality for errors was usually set by the annual external audit and for 
2018/19 this had been set at £1.4m which equated to 2% of the Council’s gross 
expenditure in the previous year. The “clearly trivial” level was also set by the auditors 
and for 2018/19 had been set at £70k. Uncorrected omissions or misstatements in the 
accounts above this level would be reported to the Committee.

The value for money element focussed on whether the Council had appropriate 
arrangements in place to secure value for money. Grant Thornton had assessed a 
potential significant risk surrounding financial sustainability due to the Council’s 
unbalanced budget for both 2020/21 and 2021/22. This was similar to many local 
authorities due to the impact of the national funding review.  During 2019/20 the Council 
would work to ensure a balanced position was achieved.

The annual audit fee of £36,400 had been set by the Public Sector Audit Appointments 
Limited (PSAA) and was incorporated into the 2019/20 budget. The recurring non-audit 
fee was £5000.

Discussion took place on the relevance of information contained in this first report and 
how future reports would be refined. Further discussion took place on financial systems 
and potential risks and what comment would be provided on financial sustainability. The 
Committee would receive a report on sustainability at their July meeting. The audit 
progress report provided a timeline for audit deliverables and included a sector update 
summary of emerging national issues and developments. Also included were Issues that 
could impact the Council, the NHS and the wider public sector.

In response to a Member’s query about whether Grant Thornton would be undertaking 
an audit of the Council’s companies and the use of funds transferred to these companies 
from the public purse, the Committee was informed that Grant Thornton had been 
appointed to audit the Council not the companies.  The monies transferred were below 
the £1.4m material threshold but the companies would require auditing should they grow. 



The Committee recognised the need for the companies to be held to account but at the 
moment they didn’t qualify for audit. A new Companies Committee would be in place in 
the new Municipal year and part of their role would be to scrutinise the Company’s 
Terms of Reference. The Auditors would also consider the companies under the value 
for money banner.

General discussion took place on the procurement process of recent recruitments, 
departure processes and packages and officer’s interests and how these had been 
reviewed. The Engagement Manager from Grant Thornton noted that as part of the audit 
process concerns or objections could be raised with them.

It was proposed, seconded and agreed that the 2018/19 External Audit Plan be 
accepted.

47. Internal Audit Updates
The Assistant Director, Resources, referred to the Internal Audit plan that had been 
approved by the Governance and Audit Committee on 22 March 2018. The Progress 
Report at Appendix A, provided details of the final six audits of the internal audit plan 
which was now 100% complete. It was suggested that questions were asked prior to the 
introduction of the 2019/20 Internal Audit Plan.

Amjad Ali, RSM, presented the Internal Audit Plan noting that since the last Audit Report 
all audit work had been completed.  Reference was made to the seven reports included 
in the Progress Report,  these being: Temporary Staff, Construction Regulations, Fire 
Safety, Payroll and Expenses, Housing Benefits, Corporate Governance and the Follow 
Up 2 (2018/19). The Fire Safety Report had resulted in a Partial Assurance opinion but 
the rest of the reports had been given a positive opinion.  

With regards to the Fire Safety Report and as a result of testing, five medium and two 
low priority management actions had been identified.  Management actions were agreed 
in respect of these findings.

The medium priority findings were in relation to:

From a sample of 20 housing properties, three instances were identified where no 
evidence of a fire risk assessment had been undertaken in 2017. In addition one 
property had a fire alarm fitted but there was no evidence of a weekly check.

From a sample of 20 general/commercial properties, five properties had no evidence of a 
fire risk assessment in 2017, one showed as not being undertaken since 2015. In 
addition four had evidence of annual inspections of emergency lighting and fire alarm 
systems, but no evidence of weekly checks could be provided. A further five 
general/commercial properties could not provide any information.

Seven out of 20 commercial properties could not confirm an annual service of fire 
extinguishers had taken place. The list of trained users for the evacuation chair was out 
of date and there was no evidence that trained staff undertook practice sessions. The 
buddy list was also not updated.

A property survey had been commissioned but it was noted that until completed it would 
be seen as not be the most appropriate option. A fire drill had not been conducted since 
April 2017 which was an annual requirement.

Discussion took place on what types of commercial properties were involved, the need to 
ensure that Fire safety was improved as it was a legal requirement, whether action plans 



had been put in place and whether these checks would be implemented as a matter of 
urgency.  The Committee was informed that the auditors would be picking up the above 
points in their follow up report. A timetable to address the issues had been agreed and 
was being implemented.  An internal review would also be undertaken before the next 
meeting.

Action points: 

1) That the Assistant Director, Resources would ascertain whether the plan had 
been fully implemented and the issues addressed

2) That Internal Audit would undertake a review of the progress of the action plan 
that it had been implemented earlier than proposed.

Chris Williams, RSM, reminded the Committee that the draft Internal Audit Strategy 
2019/22 had been presented to the December 2018 meeting of the Committee. He noted 
that Internal Audit had subsequently met with senior officers and the Corporate 
Management Team to discuss the Audit Strategy for 2019/22. Outcomes from those 
meetings had informed the audit plan for 2019/20 and the indicative audit areas for the 
following two years. The Internal Audit Strategy 2019/22 was at Appendix C. The 
following audits had been added to the 2019/20 plan and re-profiling of other planned 
reviews across 2020/21 and 2021/22 had been undertaken.

Purchasing Cards
Complaints and Freedom of Information
Housing Benefits
Health and Safety
Building Control
Capital Strategy
Planning Service
Communication – Social Media

The fees were noted on page 151 and were based on 157 days (excluding VAT).  
Appendix B in the report provided an overview of what had and would be delivered by 
RSM over the six year period.

Appendix C on page 157 provided an overview of the Internal Audit Charter and how it 
established the purpose, authority and responsibilities for the internal audit service for 
South Kesteven District Council. The establishment of a charter was a requirement of 
the Public Sector Internal Audit Standards (PSIAS) and approval of the charter was the 
responsibility of the Governance and Audit Committee.

RSM Risk Assurance Services LLP (RSM) provided the internal audit service and 
planned to perform their internal audit work with a view to reviewing and evaluating the 
risk management, control and governance arrangements that the Council had in place.  
It  focused in particular on how these arrangements helped to achieve the Council’s 
objectives. 

Discussion took place on whether an audit would be undertaken on the companies 
owned by the Council and when the follow ups highlighted in the previous item regarding 
fire safety would be undertaken as the Committee felt they should be done sooner rather 
than later. The Committee was assured that the follow ups would be undertaken early in 
the new financial year. With regards to the audit work in respect of the Council’s 
companies, none had been planned and discussions had taken place with management 



but if anything was brought to the auditor’s attention, this would of course be factored in 
to the contingency time that had been set aside.

Decisions:

a) Following their review of the Progress Report and Follow up report prepared by 
RSM the internal auditors, the Governance and Audit Committee noted the contents.

b) Following their review of the Internal Audit Strategy 2019/22 prepared by RSM the 
internal auditors, the Governance and Audit Committee approved the  Strategy.

48. Accounting Policies 2018/19
The Assistant Director, Resources, apologised for the late submission of the report.  He 
noted that the Statement of Accounts summarised the Council’s transactions for the 
2018/19 financial year and its position at the year-end, 31 March 2019.  The Statement 
would be prepared in accordance with the Code of Practice on Local Authority 
Accounting in the United Kingdom 2018-19 (The Code) which was based on 
International Financial Reporting Standards (IFRS). 

All accounting policies had been reviewed for the 2018/19 financial year to ensure they 
complied with The Code and accurately reflected the transactions that had occurred and 
had been consistently applied. Appendix A provided detail of the accounting policies to 
be applied when preparing the Statement of Accounts 2018/19.

In accordance with good practice the accounting policies had been reviewed to remove 
policies that were not applicable to the Council and to include the new accounting 
standard, IFRS 9 – Financial Instruments, which came into effect for Local Authorities on 
1 April 2018. This standard set out the requirements for recognising and measuring 
financial assets and financial liabilities and were included in Appendix A.

The accounting standard IFRS 15 – Revenue from Contracts with Customers also came 
into effect on 1 April 2018. This had been considered and deemed to have no material 
impact.

A brief discussion took place on whether External Audit had been consulted with and 
whether some of the terminology was American.  It was noted that it was standard 
practice to have a discussion with the External Auditors and that some of the terminology 
was American. 

Decision:
Following consideration of the Statement of Accounting Policies, as set out in Appendix 
A of the report, the Governance & Audit Committee approved the Statement for use in 
the production of the 2018/19 financial statements.

49. Corporate Risk Register Update
The Assistant Director, Resources, noted that in accordance with the Terms of 
Reference for Governance and Audit Committee, the Corporate Risk Register should be 
presented to Committee twice a year.  The Committee had to monitor and review the risk 
management arrangements in place along with the activities undertaken to mitigate 
those risks.  
 
The Corporate Risk Register was last reviewed by Committee in June 2018 and 
scheduled for the December meeting but due to changes in senior management, and 
line management of some services, the Corporate Risk Register had been deferred to 



the meeting today. No material changes to the Corporate Risk Register required 
highlighting since it had been previously presented.  

The Committee was informed of the risks the Corporate Risk Register captured: 

 Maintaining an effective internal control environment 
 Ensuring ongoing resilience and quality in third parties 
 Achieving future financial resilience
 Building a suitable level of capacity, skills and culture within the Council 

workforce to achieve the change expected, whilst also still delivering business as 
usual

 Ensuring robust security measures to protect the Council’s data and assets from 
cyber threats

No Red (Very High) risks had been identified and all risks were classified as Amber 
(High) with actions in place to manage those risks and there were no concerns around 
the management of the risks.  Auditors had been consulted on the highlighted risks and 
had confirmed these were in line with a Council of our size.  Reference was made to 
Brexit and future resilience in respect of capacity, capabilities and skills.  The risk of 
cyber-attacks was mainly generic and plans were in place to reduce risks.

It was noted that the Council’s response to risks had changed over the course of two 
years from being risk averse to risk aware.

In conclusion the Assistant Director reported that the financial climate was a key driver 
and that new business had a risk, but a report would be brought to Committee later in 
the year providing an overview. A review would be undertaken in 2019/20 and would 
refresh and update the corporate risks, as well as define the Council’s overall risk 
appetite, with support from an external partner.  The findings from this review would be 
presented to the Governance and Audit Committee later in the year.

Discussion took place on the themes and how pertinent they were to the current climate 
and how they would provide a degree of scope. 

Decision:
Following a review of the Corporate Risk Register the Governance and Audit 
Committee noted the contents of the report and review and approved the Corporate 
Risk Register at Appendix A.

50. Close of Meeting
Best wishes from the Chairman were given to Members who were retiring.  Officers and 
the Auditors were thanked for their work during the year. 

The meeting closed at 3.14pm.


