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Minutes of a meeting of the GOVERNANCE AND AUDIT COMMITTEE held in 
Meeting Room 1, Council Offices, Priory Road, Spalding, on Thursday, 30 January 
2014 at 3.00 pm. 
 

PRESENT 

  
G R Aley (Chairman) 

R M Rudkin (Vice-Chairman) 
 

 

F Biggadike 
C J T H Brewis 
 

P E Coupland 
A Harrison 
 

A M Newton 
 

Apologies for absence were received from or on behalf of Julie Castledene 
(Lincolnshire County Council)  
 
In Attendance:  N Bellamy (Audit Director, KPMG), T Croote (External Auditor, 
KPMG),  L Pledge (Lincolnshire County Council), the Assistant Director Finance 
(Section 151), and the Finance Manager Treasury 
 
 

25. MINUTES  

 
The minutes of the meeting of the Governance and Audit Committee held on 24 
September 2013 and the special meetings of the Governance and Audit Committee 
held on 18 December 2013 and 3 January 2014, were signed by the Chairman as a 
correct record. 
 

26. SHDC ANNUAL AUDIT LETTER 2012/13  

 
Consideration was given to the South Holland District Council Annual Audit Letter 
2012/13.   
 
Prior to discussion on the subject, members were introduced to Neil Bellamy, who 
had recently taken over the role of Audit Director at KPMG from Tony Crawley. 
 
VFM conclusion - The Committee was advised that KPMG had issued an unqualified 
value for money (VFM) conclusion for 2012/13 on 24 September 2013.  This meant 
that they were satisfied that the Authority had proper arrangements for securing 
financial resilience and challenging how it secured economy, efficiency and 
effectiveness.  The Auditors had arrived at their conclusion by looking at financial 
governance, financial planning and financial control processes, as well as how the 
Authority was prioritising resources and improving efficiency and productivity. 
 
VFM risk areas – The initial risk assessment took into account the Authority’s key 
business risks which were relevant to the VFM conclusion.  Specifically considered 
were the actions being taken by the Authority to achieve the savings identified as 
required within the medium term financial plan.  The Auditors concluded that 
adequate arrangements were in place to identify and deliver future efficiency savings, 
and that they did not need to carry out any specific additional work. 
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Audit opinion – The Auditors issued an unqualified opinion on the Authority’s financial 
statements on 24 September 2013, which meant  that they believed that the financial 
statements gave a true and fair view of the financial position of the Authority, and of 
its expenditure and income for the year. 
 
Financial statements audit – The audit of the Authority’s financial statements did not 
identify any material adjustments.  There were a small number of non-trivial 
adjustments, most of which were of a presentational nature, and did not impact on 
the General Fund.  The Authority had good processes in place for the production of 
the accounts and good quality supporting working papers.  Officers dealt efficiently 
with audit queries and the audit process had been completed within the planned 
timescales.   The Auditors had identified some opportunities for the authority to 
strengthen controls in respect of the evidence to support aspects of year-end creditor 
balance and arrangements for obtaining councillors’ declarations on related party 
transactions.  No high priority recommendations were raised following the 12/13 audit 
work.  
 
Annual Governance Statements – The Auditors reviewed the Authority’s Annual 
Governance Statement and concluded that it was consistent with their understanding. 
 
Whole of Government Accounts – The consolidation pack which the Authority 
prepared to support the production of Whole of Government Accounts by HM 
Treasury was reviewed.  The Auditors completed the short-form assurance statement 
which confirmed that there were no inconsistencies in the balances within the scope 
of their review. 
 
Certificate – The certificate was issued on 24 September 2013.  It confirmed that the 
Auditors had concluded the audit for 2012/13 in accordance with the requirements of 
the Audit Commission Act 1998 and the Audit Commission’s Code of Audit Practice. 
 
Audit Fee – The Auditor’s fee for 2012/13 was £58,482, excluding VAT.  This was an 
overall reduction of 45% from the comparative total fee for 2011/12.  The fee was 
consistent with the proposed fee set out in the fee letter dated 22 August 2012. 
 
AGREED: 

 
That the South Holland District Council Annual Audit Letter 2012/13 be noted. 
 

27. INTERNAL AUDIT  

 
Consideration was given to the report of the Head of Audit and Risk Management 
(Audit Lincolnshire) and the Assistant Director, Finance. 
 
The purpose of the report was to advise of progress being made with the 2013/14 
Audit Plan, provide details of the audit work during the period, and provide details of 
the current position with agreed management actions in respect of previously issued 
reports.   
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The Head of Audit and Risk Management reported that as the report was the same 
one that had been due to be considered at the postponed meeting of the Committee 
on 5 December 2013, some of the information was now out of date, as work on a 
number of audits was further progressed.  Six of the audits were now complete, and 
50% of the plan had been completed by mid January.  There were three audits to be 
finished – Bank Reconciliation, Payroll and Treasury Management. Audit progress 
had moved on since the report had been produced, and a fuller updated report would 
be presented to the next meeting of the Committee.   
 
Members raised a concern about a fraud, reported in the press.  They were aware of 
an incident on the fraudulent use of a fuel card by an ex-employee and this did not 
appear to have been picked up as part of the fraud reporting procedures.  The 
Chairman requested that he receive an update on the issue 
 
With reference to Appendix 2, Income Generation was highlighted as it had only 
received Limited Assurance. The Committee was advised that comparisons had been 
undertaken with other Authorities on ways they generated income.  It was 
acknowledged that political priorities steered decisions on income generation – this 
audit looked at the different ways councils could seek avenues by which to generate 
income.  The Director of Finance (S151) advised that a project had been set up to 
look at all fees and charges at both South Holland District Council and Breckland 
Council, and that a report would be brought forward to members. 
 
The Head of Audit and Risk Management (Audit Lincolnshire) highlighted the CIPFA 
guide attached at Appendix 3 entitled ‘Audit Committee Update – helping audit 
committees to be effective’.  CIPFA training sessions were available if the Committee 
was interested. Training could be undertaken by the Head of Audit and Risk 
Management (Audit Lincolnshire), or by CIPFA.  CIPFA training at specific events 
would cost around £350 per person however, this amount could be reduced if a 
CIPFA trainer were to come to one of the Lincolnshire authorities and provide the 
training to all those interested Committee members within the County.  It was agreed 
that the Head of Audit and Risk Management (Audit Lincolnshire) look into this option 
and report back to the Committee.  She also advised that there was a self-
assessment section within the guidance document and that the Committee consider 
with the Director of Finance (S151) at the pre-meeting prior to the next Committee 
meeting whether additional training was required.   
 
AGREED: 

 
a) That the report of the Head of Audit and Risk Management (Audit Lincolnshire) 

and the Assistant Director, Finance (S151) be noted; 
 
b) That the Chairman receive an update around the issue of the fraudulent use of a 

fuel card by an ex-employee;  
 
c) That the Head of Audit and Risk Management (Audit Lincolnshire) research 

options for providing CIPFA training to Governance and Audit Committee 
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members, potentially as part of a Lincolnshire-wide session for appropriate 
members; and 

 
d) That at the next pre-meeting, the Director of Finance (S151) and members of the 

Governance and Audit Committee consider whether further training was 
necessary.  

 
28. MID TERM TREASURY REPORT 2013/14  

 
Consideration was given to the report of the Assistant Director Finance (S151) which 
provided an update of the treasury management position of the Council as at 30 
September 2013. 
 
Treasury management was defined as: ‘The management of the local authority’s 
investments and cash flows, its banking, money market and capital market 
transactions; the effective control of the risks associated with those activities; and the 
pursuit of optimum performance consistent with those risks’. 
 
The Chartered Institute of Public Finance and Accountancy’s (CIPFA) Code of 
Practice on Treasury Management 2011 was adopted by South Holland District 
Council on 8 March 2012.  The primary requirements of the Code were as follows: 
 

• Creation and maintenance of a Treasury Management Policy Statement which set 
out the policies and objectives of the Council’s treasury management activities; 

• Creation and maintenance of Treasury Management Practices which set out the 
manner in which the Council will seek to achieve those policies and objectives; 

• Receipt by the full council of an annual Treasury Management Strategy Statement 
- including the Annual Investment Strategy and Minimum Revenue Provision 
Policy – for the year ahead, a Mid-year Review Report and an Annual Report 
(stewardship report) covering activities during the previous year. 

• Delegation by the Council of responsibilities for implementing and monitoring 
treasury management policies and practices and for the execution and 
administration of treasury management decisions. 

• Delegation by the Council of the role of scrutiny of treasury management strategy 
and policies to a specific named body.  For South Holland District Council, the 
delegated body was the Governance and Audit Committee. 

 
In summary, the mid year report had been prepared in compliance with CIPFA’s 
Code of Practice on Treasury Management, and covered the following: 
 

• An economic update for the 2013/14 financial year to 30 September 2013; 

• A review of the Treasury Management Strategy Statement and Annual Investment 
Strategy; 

• The Council’s capital expenditure (prudential indicators); 

• A review of the Council’s investment portfolio for 2013/14; 

• A review of the Council’s borrowing strategy for 2013/14; 

• A review of any debt rescheduling undertaken during 2013/14; 
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• A review of compliance with Treasury and Prudential Limits for 2013/14. 
 
The Finance Manager Treasury (CPBS) provided the Committee with a full 
explanation of the information provided within the report.  He reported an amendment 
to the interest rate forecast table at 3.3 in the report – since the report had been 
produced, the bank rate for June 2016 had been revised upwards from 0.50% to 
0.75%. 
 
Members considered the content of the report and were generally happy with the 
information provided within it, and with the Authority’s treasury management.  In 
relation to the Council’s borrowing, as detailed at section 7 within the report (£67,489 
million),  assurance was requested from officers that rates were constantly monitored 
and that the best rates available were taken advantage of.  Officers responded that 
the decision had been taken to borrow the sum over 50 years and that if bank rates 
were to increase in the future, consideration would be given to this at the time.  
Advisers advised on the best rates available.  
 
AGREED: 

 
That the report and treasury activity be noted. 
 

29. TREASURY MANAGEMENT STRATEGY STATEMENT, MINIMUM REVENUE 

PROVISION POLICY STATEMENT AND ANNUAL INVESTMENT STRATEGY 

2014/15  

 
Consideration was given to the report of the Assistant Director Finance (S151) which 
gave the Committee the opportunity for pre-decision scrutiny of the Treasury 
Management Strategy Statement, Minimum Revenue Provision Policy Statement and 
Annual Investment Strategy 2014/15.    
 
Treasury Management was defined as: ‘The management of the local authority’s 
investments and cash flows, its banking, money market and capital market 
transactions; the effective control of the risks associated with those activities; and the 
pursuit of optimum performance consistent with those risks’. 
 
The Chartered Institute of Public Finance and Accountancy’s (CIPFA) Code of 
Practice on Treasury Management 2011, adopted by the Council on 8 March 2012, 
required the Council to set out its Treasury Management Strategy Statement, 
Minimum Revenue Provision Policy and Annual Investment Strategy for the 
forthcoming year.  These outlined the Council’s strategy for borrowing and its policies 
for managing its investments and for giving priority to the security and liquidity of 
those investments.  The strategy statements for 2014/15 were attached to the report 
at Appendix A.  The strategy statements covered: 
 

• Reporting requirements 

• Capital prudential indicators 2013/14 to 2016/17 

• The borrowing requirement 

• The Minimum Revenue Provision (MRP) policy 
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• The use of the Council’s resources and the investment position 

• Prudential and Treasury Indicators 

• Treasury limits in force which would limit the treasury risk and activities of the 
Council 

• Prospects for interest rates 

• The borrowing strategy 

• Policy on borrowing in advance of need 

• Debt rescheduling  

• The investment policy  

• Creditworthiness policy 

• Country limits  

• Investment strategy  
 
The strategy document presented to the Governance and Audit Committee for 
scrutiny was currently at draft stage as the future Capital Programme had yet to be 
finalised and approved by Council.  Once this was known, the tables within the 
strategy document shown at Appendix A would be updated and submitted to Council 
for approval before the commencement of the 2014/15 financial year. 
 
The Finance Manager Treasury (CPBS) provided the Committee with a full 
explanation of the information provided within the report.  As with the previous 
agenda item, he reported amendments to the interest rate forecast table at 3.3 in the 
report – since the report had been produced, the bank rate for June 2016 had been 
revised upwards from 0.50% to 0.75%, and for September 2016, from 0.75% to 
1.00%. 
 
Members considered the content of the report and the following issues were raised: 
 

• Could the Authority consider investing in property with a view to renting them out, 
thus taking advantage of the right to claim the new home bonus? 

o Officers responded that if prudent, this could be done.  There were 
many options around this issue, which were currently being looked into. 

 

• With regard to investments, how safe was the AAA rating? 
o The Authority used the services of Capita who relied upon all three of 

the credit rating institutions to provide their assessments.  As a result, 
the Authority was better informed than it had ever been. 

 
AGREED: 

 
That the Treasury Management Strategy Statement, Minimum Revenue Provision 
Policy Statement and Annual Investment Strategy 2014/15 be noted; 
 
(Councillor Brewis entered the meeting during discussion of the above item.) 
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30. GOVERNANCE AND AUDIT COMMITTEE WORK PROGRAMME  

 
Consideration was given to the report of the Assistant Director Democratic Services 
which provided details of the Committee’s work programme.  A copy of the work 
programme was attached as an appendix within the report. 
 
In addition to items for meetings in the remainder of the 2013/14 municipal year, 
regular items had been transferred from the 2013/14 municipal year to the 
appropriate meeting dates for the new municipal year of 2014/15. Contributors 
confirmed that the reports requested, and the meeting dates on which they were to 
be reported, were correct. 
 
AGREED: 

 
That the report be noted.   
 

31. ANY OTHER ITEMS WHICH THE CHAIRMAN DECIDES ARE URGENT.  

 
Membership of Governance and Audit Committee 
 
At the last meeting of the Governance and Audit Committee, the issue of having an 
independent member on the Committee had been raised.  At the time, members had 
considered that this could be a good idea as it would provide the Committee with 
some additional outside experience. 
 
Further discussion was held on the subject and the following points were made: 
 

• Other councillors had expressed an interest in being a member of the 
Governance and Audit Committee.  Could a substitution/rotation system be 
operated for this Committee, by increasing the number of members?  Research 
would need to be undertaken to ascertain whether the Constitution would allow for 
this to happen. 

• There were advantages and disadvantages to having an external person on the 
Committee.  One disadvantage could be that they would not have a vote.  
Members suggested that a small report detailing the advantages and 
disadvantages would be helpful. 

• The Head of Audit and Risk Management, Audit Lincolnshire, commented that 
other Governance and Audit Committees had independent members, and that 
they brought a different perspective to it.  New public audit legislation advocated 
independence. 

• Remuneration of independent members would need to be considered.   

• The Committee was advised that Breckland Council had two independent 
members on its Audit Committee.  They had been appointed via a recruitment 
process.  SHDC’s Constitution needed to be checked with regard to 
appointment/recruitment processes and whether members could be involved with 
any appointment to the Governance and Audit Committee.     

• Members felt that it would be useful for the Chairman of the Governance and 
Audit Committee to meet with the Director of Finance (S151) to discuss the issues 
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raised and the way forward, and to report back to the next meeting of the 
Committee. 

 
AGREED: 

 
That the Chairman of the Governance and Audit Committee meet with the Director of 
Finance (S151) to discuss issues raised at the meeting, and the way forward, and 
that the outcome be reported back to the next meeting of the Committee. 
 
(The meeting ended at 4.32 pm) 
 
(End of minutes) 
 


