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MINUTES of
PERFORMANCE, GOVERNANCE AND AUDIT COMMITTEE
16 NOVEMBER 2023
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PRESENT

Chairperson Councillor V J Bell

Vice-Chairperson Councillor M E Thompson

Councillors M G Bassenger, S J Burwood, N R Miller, R G Pratt,
N G F Shaughnessy, N D Spenceley, W Stamp, CC and
J C Stilts

CHAIRPERSON'S NOTICES

The Chairperson went through some general housekeeping arrangements for the
meeting and welcomed external attendees:

Mr Aaron Winter, Director, BDO

Mr Andrew Billingham, Internal Audit Manager, BDO

Mr Paul Hewitson, Associate Partner, Deloitte LLP

Mr Temitope Odunsi, Manager, Deloitte LLP

Mr Paul Brookes, Director of Sustainable Communities, Chelmsford City
Council

APOLOGIES FOR ABSENCE

There were none.

MINUTES OF THE LAST MEETING

RESOLVED that the Minutes of the meeting of the Committee held on 28 September
2023 be approved and confirmed.

MATTERS ARISING

RESOLVED that the Matters Arising from the minutes be noted.

DISCLOSURE OF INTEREST

There were none.

PUBLIC PARTICIPATION

No requests had been received.
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REPORT OF THE EXTERNAL AUDITOR ON THE AUDIT FOR THE YEAR ENDED
2020/21

The Committee considered the report of the Interim Chief Finance Officer that provided
the Council’s External Auditor, Deloitte, with the opportunity to report the key findings of
their audit to those charged with governance, prior to issuing their opinion on the
2020/21 statement of Accounts and the report for the year ended 31 March 2021 at
Appendix 1.

The Chairperson introduced the report and deferred to the Interim Chief Finance
Officer to provide the context. She advised that this Committee under its Terms of
Reference was charged with reviewing the External Audit opinion attached at Appendix
1 and then invited the Associate Partner from Deloitte to take the Committee through
the report.

He drew Members’ attention to the key points in the report. It was noted that based on
the work concluded to date the auditors were able to issue an unqualified audit opinion
on the affairs of the Council for the year ending 31 March 2021. The reasons for the
delay in completion of the accounts were outlined in the report and included issues
relating to valuations, infrastructure assets, cashflow, a significant correction in the
accounts relating to covid revenue etc. all of which were successfully concluded as a
result of the hard work of all involved. There were no significant weaknesses which in
audit terms was a good outcome.

The Associate Partner then addressed the issue of the audit fee which on the 20
August 2020 had been set at £99,580, subsequently reduced to £88,580 due to a
revised scope and now, taking into account the further additional work and hours
involved, the final proposed audit fee was £99,500 in total. In conclusion he advised on
next steps in relation to the fee approval process in that Deloitte, the External Auditor
will provide a fee proposal to the Council to seek agreement. The Public Sector Audit
Appointments (PSAA) Ltd will adjudicate on what constitutes a fair fee, Deloitte will
submit their proposal to the PSAA in early January 2024 setting out the premise for the
fee variation and the PSAA will then seek the Council’s opinion on the audit fee level.

The Chairperson then moved the recommendation which was duly seconded and
opened the discussion.

In response to issues raised Officers provided the following information:-

e That whilst there were policies in place around asset management they were
not fully documented, therefore, work was now underway on a solid Asset
Register.

e That Deloitte will work on the Statement of Accounts until 2022/23 and KPMG
will then take over as the Council’'s External Auditor for the 2023/24 accounts.

e That the reason most authorities experienced difficulties in accounting for the
Covid grant revenue was that Government didn’t provide clear guidance on
which grants should be treated as ‘agent’ and which as ‘principal’.

o That work on the 2021/22 accounts was underway and it was hoped to finalise
pre-Christmas with priority given to the Value for Money aspect of the work.

In response to a comment from the auditor regarding uncorrected misstatements in the
accounts the Interim Chief Finance Officer recommended that the misstatements not
be adjusted as they were already noted in the report and were not deemed material
enough to warrant a delay in approving the 2020/21 accounts.
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There being no further discussion the Chairperson put both recommendations, duly
seconded, to the Committee and they were agreed by assent.

RESOLVED that Members considered the report of the external auditor at Appendix 1
and agreed that the uncorrected misstatements in the report were not material enough
to warrant adjustment.

STATEMENT OF ACCOUNTS - 2020/21

The Committee considered the report of the Interim Chief Finance Officer that advised
the latest position on the external audit of the Statement of Accounts and presented the
draft Statement of Accounts for 2020/21, which included the Annual Governance
Statement, (subject to audit) at Appendix 1 that were the subject of ongoing external
audit work.

The Chairperson introduced the report and deferred to the Interim Chief Finance
Officer to present the detail. She drew Members’ attention to the Statement of
Accounts at Appendix 1 to be considered in light of the External Auditor’s opinion
received by the Committee. She asked that given the unqualified opinion that there
were no significant findings to address, delegated authority be given to the Interim
Chief Finance Officer to sign-off the Statement of Accounts and Letter of
Representation, in consultation with the Committee Chairperson following the meeting.

There being no further discussion, the Chairperson moved the recommendation and it
was seconded by Councillor Thomson. She then put the recommendation to the
Committee and it was agreed by assent.

RESOLVED that delegated authority was given to the Interim Chief Finance Officer in
consultation with the Chairperson of Performance, Governance and Audit Committee
for the final approval of the Statement of Accounts for 2020/21, including the Annual
Governance Statement, and Letter of Representation.

INTERNAL AUDIT REPORT

The Committee considered the report of the Interim Chief Finance Officer and
associated Internal Audit reports from BDO LLP, attached on the agenda from 9a to 99,
Progress Report; Follow-up of Recommendations; Cyber Security Audit; Equality,
Diversity and Inclusion; Management of S106 Funds Audit; Sickness and Absence
Management Audit and Licensing Audit.

The Chairperson introduced the reports, reminded Members that a response from
Chelmsford City Council on the Licensing audit at Agenda Item g) had been circulated
prior to the meeting and then deferred to BDO to present the detail. The first report on
the agenda was the Progress Report which summarised the 2022/23 audit plan and
evidenced solid progress on the 2023/24 internal audit programme, overall a good
management response with four audits on this agenda and a number of audits already
in fieldwork and draft report stage prior to Christmas. These will be submitted to the
March meeting of the Committee and the annual audit opinion was on track for summer
2024. All recommendations for 2019/20 in the Follow-up-of Recommendations Report
were completed, one remained overdue for 2020/21 but this was on track to meet the
revised implementation date of 31/03/2024 and two recommendations overdue for
2021/22 were also on track to meet their revised implementation date of January 2024.

The Cyber Security Audit attained an opinion of substantial on design and moderate on
operational effectiveness. The Council had a number of preventative controls and
effective policies in place to monitor this area. Human input had improved with a lot of
work undertaken to ensure all staff were trained. This was a positive opinion



particularly given the subject area. In response to questions the Assistant Director
Resources advised that both Staff and Members’ online cyber security training was
being monitored through a Key Performance Indicator (KPI) and completion rates were
high. This was imperative as the Council, like other organisations, was under constant
threat from cyber-attack. She said she would issue a reminder to Members to address
those who had not yet completed the suite of training modules.

The Equality, Diversity and Inclusion (EDI) report did not generate an audit opinion as it
was advisory in nature, assessing the Council’s maturity of policies, plans and actions
and advising on longer term ambitions. It was noted that due to the advisory nature of
the recommendations they would not form part of the standard follow-up programme
and that EDI was of great interest to staff therefore conducive to staff retention. The
Assistant Director Resources informed the Committee that the Council had requested
this report to provide a framework for future evolution in this area and that the Council’s
structure would be amended in the report to ‘Committee’ as opposed to ‘Cabinet.

The Management of S106 Funds Audit attained an audit opinion of moderate in both
design and operational effectiveness. It was noted that the scope of the audit was to
review and assess the effectiveness of the management of Section 106 funds, this
included the collection of payments against the legal agreements and ensuring funds
were appropriately allocated. Areas of concern were low to medium and based around
governance issues. The Council had established a manual control framework for
managing S106 which would be more robust when converted to an automated
spreadsheet with a traffic light warning system. The Head of Service, Planning, Policy
and Implementation advised that a Working Group had been set up to look at
tightening up these areas of governance.

The Sickness and Absence Management Audit attained an audit opinion of substantial
on both design and effectiveness of controls with best practice in place and good
management. The Assistant Director Resources commented that the Council was very
robust in managing sickness absence, which was a cost to the Council, impacting on
all staff. However she further reassured the Committee that there were a number of
support mechanisms in place for those staff affected including mental health advisors;
in work support with phased returns; wellbeing toolkits etc.

The Licensing Audit attained an opinion of moderate for both design and operational
effectiveness. The Assistant Director Service Delivery updated the Committee on the
three areas of concern raised by the audit in that:- prompts were being introduced to
monitor all checks e.g. DBS; training had been put in place to improve application
evidence and IT support would be required; system improvements were underway on
rateable value checks; licence register updates were being reviewed and consultation
was due to take place on out-of-date policies. The Director of Sustainable
Communities, Chelmsford City Council, reassured Members that his department took
Licensing matters very seriously hence his advance written response to issues raised.

The Chairperson then moved the recommendations which were duly seconded and
opened the discussion. Councillor Spenceley said that he was reassured that controls
were in place and thanked Chelmsford City Council for its robust response to the audit
concerns.

There being no further discussion the Chairperson put the recommendations to the
Committee and they were agreed by assent.



RESOLVED that the Committee considered, commented and approved the
following:

0] Progress Report at 9a;

(i) Follow-Up of Recommendations at 9b;

(iii) Cyber Security at 9c;

(iv) Equality Diversity and Inclusion at 9d;

(V) Management of S106 Funds at 9e;

(vi) Sickness and Absence Management at 9f, and,

(vii)  Licensing at 9g.

323. ANY OTHER ITEMS OF BUSINESS THAT THE CHAIRPERSON OF THE
COMMITTEE DECIDES ARE URGENT

There being no other items of business the Chairperson closed the meeting at 8.36 pm.

V J BELL
CHAIRPERSON
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