Gloucester
City Council

AUDIT AND GOVERNANCE COMMITTEE

Meeting: Monday, 23rd September 2013 at 18.30 hours
in Civic Suite, North Warehouse, The Docks, Gloucester, GL1 2EP

ADDENDUM

The following item although provided for on the agenda front sheet was not available at the
time of dispatch:

9. | KPMG ISA 260 REPORT TO THOSE CHARGED WITH GOVERNANCE (PAGES
1-42)

Report of KPMG - attached

Julian Wain
Chief Executive



NOTES

Disclosable Pecuniary Interests

The duties to register, disclose and not to participate in respect of any matter in which a
member has a Disclosable Pecuniary Interest are set out in Chapter 7 of the Localism Act
2011.

Disclosable pecuniary interests are defined in the Relevant Authorities (Disclosable
Pecuniary Interests) Regulations 2012 as follows —

Interest Prescribed description

Employment, office, trade, Any employment, office, trade, profession or vocation
profession or vocation carried on for profit or gain.

Sponsorship Any payment or provision of any other financial benefit

(other than from the Council) made or provided within the
previous 12 months (up to and including the date of
notification of the interest) in respect of any expenses
incurred by you carrying out duties as a member, or
towards your election expenses. This includes any payment
or financial benefit from a trade union within the meaning of
the Trade Union and Labour Relations (Consolidation) Act
1992.

Contracts Any contract which is made between you, your spouse or
civil partner or person with whom you are living as a spouse
or civil partner (or a body in which you or they have a
beneficial interest) and the Council
(@) under which goods or services are to be provided or
works are to be executed; and
(b) which has not been fully discharged

Land Any beneficial interest in land which is within the Council’s
area.

For this purpose “land” includes an easement, servitude,
interest or right in or over land which does not carry with it a
right for you, your spouse, civil partner or person with whom
you are living as a spouse or civil partner (alone or jointly
with another) to occupy the land or to receive income.

Licences Any licence (alone or jointly with others) to occupy land in
the Council’s area for a month or longer.

Corporate tenancies Any tenancy where (to your knowledge) —

(a) the landlord is the Council;, and

(b) the tenant is a body in which you, your spouse or civil
partner or a person you are living with as a spouse or
civil partner has a beneficial interest

Securities Any beneficial interest in securities of a body where —

(a) that body (to your knowledge) has a place of business
or land in the Council’s area and




(b) either —
i. The total nominal value of the securities exceeds
£25,000 or one hundredth of the total issued share
capital of that body; or

ii. If the share capital of that body is of more than one
class, the total nominal value of the shares of any
one class in which you, your spouse or civil partner
or person with whom you are living as a spouse or
civil partner has a beneficial interest exceeds one
hundredth of the total issued share capital of that
class.

For this purpose, “securities” means shares, debentures,
debenture stock, loan stock, bonds, units of a collective
investment scheme within the meaning of the Financial
Services and Markets Act 2000 and other securities of any
description, other than money

deposited with a building society.

NOTE: the requirements in respect of the registration and disclosure of Disclosable
Pecuniary Interests and withdrawing from participating in respect of any matter
where you have a Disclosable Pecuniary Interest apply to your interests and those
of your spouse or civil partner or person with whom you are living as a spouse or
civil partner where you are aware of their interest.

Access to Information

Agendas and reports can be viewed on the Gloucester City Council website:
www.gloucester.gov.uk and are available to view five working days prior to the meeting
date.

For further details and enquiries about this meeting please contact Penny Williams, 01452
396125, penny.williams@gloucester.gov.uk.

For general enquiries about Gloucester City Council’'s meetings please contact Democratic
Services, 01452 396126, democratic.services@gloucester.gov.uk.

If you, or someone you know cannot understand English and need help with this
information, or if you would like a large print, Braille, or audio version of this information
please call 01452 396396.

FIRE / EMERGENCY EVACUATION PROCEDURE
If the fire alarm sounds continuously, or if you are instructed to do so, you must leave the
building by the nearest available exit. You will be directed to the nearest exit by council
staff. It is vital that you follow their instructions:
* You should proceed calmly; do not run and do not use the lifts;
= Do not stop to collect personal belongings;
» Once you are outside, please do not wait immediately next to the building; gather at the
assembly point in the car park and await further instructions;
* Do not re-enter the building until told by a member of staff or the fire brigade that it is
safe to do so.
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(loucester
City Council

Meeting: Audit & Governance Committee Date: 23"September
2013

Subject: ISA 260 - Report to those charged with governance 2012/13

Report Of: Corporate Director of Resources

Wards Affected: Not applicable

Key Decision: No Budget/Policy Framework: No

Contact Officer:  Peter Gillett, Corporate Director of Resources

Email: Peter.Gillett@qgloucester.gov.uk Tel: 396430
Appendices: 1. Report to those charged with governance (ISA 260) 2012/13 ,

KPMG, 19" September 2013

FOR GENERAL RELEASE
1.0 Purpose of Report

1.1 To provide members with a copy of the report produced by KPMG on 19"
September 2013.

2.0 Recommendations.
2.1 Audit & Governance Committee is asked to RESOLVE that:-
(1)  To note the ISA 260 report to those charged with governance, and

(2)  To note the improvements made since the previous external audit
process and to agree that the recommended actions identified in the
ISA 260 report are included in the Council’s on-going Financial
Services Improvement Plan.

3.0 Background and Key Issues

3.1 The external auditor is required to produce an annual report to “those charged
with governance” at the council. The ISA 260 report attached as Appendix 1
essentially summarises the key issues identified by KPMG during the audit of
the City Council’s financial statements for 2012/13 and provides the auditors’
assessment of the City Council’'s arrangements to secure value for money in
its use of Resources.
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Members will be aware of the well documented issues in relation to the
production, sign-off and audit of previous financial statements, particularly for
2011/12.

It is pleasing to note the report commends the council for improvements seen
over the last year, and confirms that KPMG anticipate issuing an unqualified
audit opinion on the City Councils financial statements by 30" September
2013, and based on the improvements put in place since the previous audit,
also anticipate issuing an unqualified Value for Money Conclusion by 30th
September 2013. This follows completion of the first full draft set of accounts
before 30" May, and certification by myself as Director of Resources on the
pre-audit statements before the deadline of 30" June 2013.

The on-site audit of the council’s financial statements for 2012/13 commenced
on 22" July and finished on Thursday 8" August. This was followed by a
period of off-site review by the external audit team, culminating in a final audit
closure meeting on 11" September 2013.

The report also identifies audit differences and critical accounting matters as
well as highlighting key issues and recommendations.

The report highlights only 4 ‘key issues and recommendations’. These are
included in page 22 of the appended report, along with the management
response from the City Council.

It is proposed that these 4 recommendations are included in the City Council’s
on-going Financial Services Improvement Plan. Audit and Governance
Committee are asked to endorse this approach and review progress against
the recommendations as part of the routine monitoring of the plan now
established as a standing agenda item at each meeting.

Members will also note that the report also includes a follow-up of prior year
recommendations. These have all been included in the Financial Services
Improvement plan - progress of which has been discussed at previous
meetings of the committee. It should be noted that 18 of those 22 previous
recommendations have been dealt with, and the remaining 4 are work in
progress already underway - and are on target to be delivered within the
agreed timescales. The Financial Services Improvement Plan, which includes
these areas, will be considered at Agenda item 15 of this meeting.

Alternative Options Considered
Not applicable.
Reasons for Recommendations

There is a legal requirement for the council to receive an annual report to
‘those charged with governance’ at the council.
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Implementing the recommendations of KPMG’s ISA 260 report, represents
part of the council’s on-going improvements in its financial management
arrangements.

Future Work and Conclusions

In the Annual Governance Statement, | have identified the need for on-going
improvements in Financial Management at the council. As such, the
Committee have previously agreed to adopt a review of the Financial Services
Improvement Plan as a standing item at future meetings.

The latest ISA 260 recommendations will also be built into the improvement
plan. Indeed, the ISA 260 report itself confirms that KPMG “support the
Director of Resources’ intention to maintain the current arrangements
involving regular comprehensive monitoring against the Finance Improvement
Plan”.

Financial Implications

As detailed in this report.

Legal Implications

Accounts and Audit Regulations require the Council and its External Auditor to
have completed the audit of the annual financial statements by 30™
September, and for the auditor to issue an annual report to “those charged
with governance”.

Risk & Opportunity Management Implications

Delays in response to acceptance/implementation of audit recommendations
could lead to weaknesses in systems or processes, with a potential for fraud
and error to occur.

People Impact Assessment (PIA):

The PIA Screening Stage was completed and did not identify any potential or
actual negative impact, therefore a full PIA was not required.

Other Corporate Implications

Community Safety/Sustainability/Staffing & Trade Union

There are no community safety, sustainability or staffing/Trade Union
implications arising out of this report.

Background Documents:

Report to those charged with governance (ISA 260) 2012/13
KPMG 19" September 2013 (Appended to this report)
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