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STAFFORDSHIRE MOORLANDS DISTRICT COUNCIL

AUDIT & ACCOUNTS COMMITTEE MEETING
Minutes
FRIDAY, 26 OCTOBER 2018
PRESENT:

Councillor J Davies (Chair)
Councillors E Fallows, K Flunder, D Grocott, B Johnson and R Ward

IN ATTEDNANCE:
APOLOGIES:
22

Councillors T Hall, K J Jackson, C Pearce and Mr H Mawdsley

DECLARATIONS OF INTEREST
There were no declarations made.

23

MINUTES OF THE PREVIOUS MEETING
RESOLVED – That the Minutes of the meeting of the Audit and Accounts Committee
held on 27 July 2018 be APPROVED as a correct record and
signed by the Chair.

24

EXTERNAL AUDIT ANNUAL AUDIT LETTER
Grant Patterson – Engagement Lead – introduced the letter, which summarised the
Audit Findings Report which was presented to the July meeting.
1 low level recommendation was made in respect of putting in place a written policy
for journal processing and authorisation which would be followed up in 2018/19. The
2016/17 Housing Subsidy Claim was certified without qualification, which reflected
very well on the Housing Benefits team. Similarly, the Value For Money conclusion
was also unqualified.
The letter also outlined the Planned Audit Fees for 2017/18, which totalled £52,282.
In addition, fees for non-audit services totalled £11,250.

25

EXTERNAL AUDIT SECTOR UPDATE
Avtar Sohal – Senior Audit Manager – presented the update to members as an
indicator of ‘where they were at’.
The only element of the 2017/18 audit not complete was the Housing Benefits
Subsidy Claim, though there were no issues known relating to this matter.
There were no known new challenges expected at this relatively early stage for the
2018/19 audit.
Members queried the reference to ‘shortening of the medium-term financial planning
horizons’. This was unclear as the Government’s
Page 3 3 year plan was not yet completed.
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Audit & Accounts Committee - 26 October 2018
It was related to the phasing-out of the Revenue Support Grant and the resultant
way in which local authorities were to be funded. Grant Patterson concluded that the
External Audit position on this area was ‘comfortable’.
26

INTERNAL AUDIT - PROGRESS REPORT
The report covering the 1st 6 months of audit activity in 2018/19 was presented by
John Leak – Internal Audit Manager.
6 Audit Reports had been issued during the period 1 April to 30 September 2018, all
with a ‘satisfactory’ assurance. All audit recommendations had been agreed and,
where due, implemented. Where deficiencies in internal control had been identified
and not corrected, Internal Audit were satisfied that they would be resolved in an
appropriate manner and such cases would continue to be monitored. It remained the
responsibility of relevant Managers to implement agreed recommendations.
8 audits were currently in progress and approximately 40% of the Audit Plan 2018/19
had been completed.
RESOLVED – That the report be NOTED.

27

TREASURY MANAGEMENT UPDATE
Under the Chartered Institute of Public Finance and Accountancy (CIPFA) Code of
Practice, a mid-year report was introduced by Emily Bennetts – Finance Business
Partner. The main headlines after quarter 2 included:

The Bank of England base rate increased to 0.75% on 2 August 2018;



The investment income budget of £73,590 was expected to be on target
based on current levels, following the base rate rise;



The Ascent debenture and loan income budgets were on target pending
the outcome of the Ascent Business Plan review;



The borrowing costs budget to support the existing Ascent loan balance
and a potential general fund borrowing requirement was currently forecast
to be to budget with the savings on internal borrowing for part of the
Ascent Loan offsetting the estimated future borrowing costs on the
increased general fund borrowing requirement in the revised general fund
capital programme;



The average return on investments was 0.66% during the period 1st July to
30th September. This compares favourably to short-term industry
benchmarks;



The Council’s investment portfolio totalled £7.6 million spread across five
separate institutions as at 30 September 2018;



The Council’s current level of debt was £12 million at an average annual
borrowing rate of 1.36%.

The report concluded that the Council had operated within the treasury management
and prudential indicators set in its Treasury Management Strategy Statement
2018/19 and complied with the Council’s
treasury
management practices.
Page
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RESOLVED – That the treasury management position as at 30 September 2018 be
NOTED.
28

RISK MANAGEMENT UPDATE
The Council’s Strategic, Operational and Project Risk Registers were shown in the
half-yearly report as at 30 June 2018. Vanessa Higgins – Information Business
Partner – introduced members to the report and its appendices (Strategic –
Appendix A, Operational – B).
Of the 12 strategic risks identified and assessed, 42% (5) were rated as ‘high’ and
were listed. Of the 32 operational risks, 13% (4) were rated as ‘high’ and listed. 2
new operational risks had been added, relating to the rollout of Universal Credit
within Staffordshire Moorlands and the legislative changes under the new
Homelessness Reduction Act.
The project risks now spanned 6 projects with the new addition of Alliance
Environmental Services, with no ‘critical’ or ‘high’ risks, 13% (3) ‘medium’ and 87%
(20) ‘low’.
The Council’s insurers – Zurich Municipal – had conducted a voluntary desktop
review of our approach, which concluded that the Alliance was ‘very mature in its risk
management’ but also made some helpful recommendations. Any necessary
changes would be reported to a future meeting.
Responding to queries from members, officers confirmed that:


The highest number of risks related to Operational Services due to their manual
handling and traffic-based activities;
Universal Credit was not being rolled out in Biddulph at the same time as Leek &
Cheadle due to delays experienced nationally, which would inevitably lead to a 2-tier
system until full implementation occurred. Only a handful of cases had so far
transferred – those with changes in circumstances.

RESOLVED – That the Council’s current risk position be NOTED.
29

WORK PROGRAMME
The Committee considered the published Work Programme for the remainder of the
2018/19 Municipal Year.
RESOLVED – That the published Work Programme be APPROVED.
The meeting closed at 10.27 am
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Andrew Stokes
Corporate Director and Chief Finance Officer
Staffordshire Moorlands District Council
Moorlands house
Stockwell Street
Leek
SK13 6HQ

Grant Thornton UK LLP
The Colmore Building
20 Colmore Circus
Birmingham
B4 6AT
T +44 (0)121 212 4000
F +44 (0)121 212 4014

23 January 2019
Dear Andrew,

Certification work for Staffordshire Moorlands District Council for the
year ended 31 March 2018
We are required to certify the Housing Benefit subsidy claim submitted by Staffordshire Moorlands
District Council ('the Council'). This certification typically takes place six to nine months after the claim
period and represents a final but important part of the process to confirm the Council's entitlement to
funding.
The Local Audit and Accountability Act 2014 gave the Secretary of State power to transfer Audit
Commission responsibilities to other bodies. Public Sector Audit Appointments Ltd (PSAA) took on the
transitional responsibilities for HB COUNT issued by the Audit Commission in February 2015.
We have certified the Housing Benefit subsidy claim for the financial year 2017/18 relating to subsidy
claimed of £15.1 million. The results of our testing did not identify any errors or extended testing, as
such we were able to certify the original claim without either amendment or qualification on 12
November 2018. Further details are set out in Appendix A.
The indicative fee for 2017/18 for the Council was based on the actual 2015/16 certification fees,
reflecting the amount of work required by the auditor to certify the Housing Benefit subsidy claim that
year. The indicative scale fee set by PSAA for the Council for 2017/18 was £7,288 (2016/17 £10,815)
and we will not seek any variations from this set fee.
Yours sincerely

Grant Thornton
Grant Thornton UK LLP
Birmingham

Chartered Accountants. Grant Thornton UK LLP is a limited liability partnership registered in England and Wales: No.OC307742.
Registered office: 30 Finsbury Square, London EC2A 1AG. A list of members is available from our registered office. Grant Thornton
UK LLP is authorised and regulated by the Financial Conduct Authority. Grant Thornton UK LLP is a member firm of Grant Thornton
International Ltd (GTIL). GTIL and the member firms are not a worldwide partnership. Services are delivered by the member firms.
GTIL and its member firms are not agents of, and do not obligate, one another and are not liable for one another’s acts or omissions.
Please see grantthornton.co.uk for further details.
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Appendix A - Details of claims and returns certified for 2017/18
Claim or return

Value

Amended?

Qualified?

Housing benefits
subsidy claim

£15,061,714

No

No

Comments
No errors identified which
required extended testing
or reporting to DWP.

Chartered Accountants. Grant Thornton UK LLP is a limited liability partnership registered in England and Wales: No.OC307742.
Registered office: 30 Finsbury Square, London EC2A 1AG. A list of members is available from our registered office. Grant Thornton
UK LLP is authorised and regulated by the Financial Conduct Authority. Grant Thornton UK LLP is a member firm of Grant Thornton
International Ltd (GTIL). GTIL and the member firms are not a worldwide partnership. Services are delivered by the member firms.
GTIL and its member firms are not agents of, and do not obligate, one another and are not liable for one another’s acts or omissions.
Please see grantthornton.co.uk for further details.
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External Audit Plan
Year ending 31 March 2019
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Staffordshire Moorlands District Council
February 2019
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The contents of this report relate only to the matters which have come to our attention, which we believe need to be reported to you as part of our audit planning process. It is not a
comprehensive record of all the relevant matters, which may be subject to change, and in particular we cannot be held responsible to you for reporting all of the risks which may affect the
Council or all weaknesses in your internal controls. This report has been prepared solely for your benefit and should not be quoted in whole or in part without our prior written consent. We
do not accept any responsibility for any loss occasioned to any third party acting, or refraining from acting on the basis of the content of this report, as this report was not prepared for, nor
intended for, any other purpose.

Grant Thornton UK LLP is a limited liability partnership registered in England and Wales: No.OC307742. Registered office: 30 Finsbury Square, London, EC2A 1AG. A list of members
is available from our registered office. Grant Thornton UK LLP is authorised and regulated by the Financial Conduct Council. Grant Thornton UK LLP is a member firm of Grant
Thornton International Ltd (GTIL). GTIL and the member firms are not a worldwide partnership. Services are delivered by the member firms. GTIL and its member firms are not agents
of, and do not obligate, one another and are not liable for one another’s acts or omissions.
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Introduction & headlines
Purpose
This document provides an overview of the planned scope and timing of the statutory
audit of Staffordshire Moorlands District Council (‘the Council’) for those charged with
governance.
Respective responsibilities
The National Audit Office (‘the NAO’) has issued a document entitled Code of Audit
Practice (‘the Code’). This summarises where the responsibilities of auditors begin
and end and what is expected from the audited body. Our respective responsibilities
are also set out in the Terms of Appointment and Statement of Responsibilities
issued by Public Sector Audit Appointments (PSAA), the body responsible for
appointing us as auditor of the Council. We draw your attention to both of these
documents on the PSAA website.

Group Accounts
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Significant risks

Scope of our audit
The scope of our audit is set in accordance with the Code and International Standards on
Auditing (ISAs) (UK). We are responsible for forming and expressing an opinion on the :
•

Council and group’s financial statements that have been prepared by management with the
oversight of those charged with governance (the Audit & Accounts Committee); and

•

Value for Money arrangements in place at the Council for securing economy, efficiency and
effectiveness in your use of resources.

The audit of the financial statements does not relieve management or the Audit & Accounts
Committee of your responsibilities. It is the responsibility of the Council to ensure that proper
arrangements are in place for the conduct of its business, and that public money is
safeguarded and properly accounted for. We have considered how the Council is fulfilling
these responsibilities.
Our audit approach is based on a thorough understanding of the Council's business and is risk
based. We will be using our new audit methodology and tool, LEAP, for the 2018/19 audit. It
will enable us to be more responsive to changes that may occur in your organisation.

The Council will prepare group financial statements that consolidate the financial information of Ascent Housing LLP on an equity method. The
Council have assessed that the AES Joint Operation will not be included in the group accounts but will be included in the primary financial
statements on the basis of the resources used in the provision of the service to the Council. We are satisfied that the Councils assessment is
reasonable.
Those risks requiring special audit consideration and procedures to address the likelihood of a material financial statement error have been
identified as:
•

Valuation of property, plant and equipment

•

Valuation of pension fund net liability

•

Management override of controls

We will communicate significant findings on these areas as well as any other significant matters arising from the audit to you in our Audit
Findings (ISA 260) Report.
Materiality

We have determined planning materiality to be £650k (PY £662k) for the group and £650k (PY £662k) for the Authority, which equates to
approximately 1.9% of your prior year gross expenditure for the year. We are obliged to report uncorrected omissions or misstatements other
than those which are ‘clearly trivial’ to those charged with governance. Clearly trivial has been set at £32.5k (PY £33k).

Value for Money arrangements

Our risk assessment regarding your arrangements to secure value for money have identified the following VFM significant risks:
•

Audit logistics

Medium Term Financial Sustainability

We will undertake split interim visits, which will take place in January, February and March 2019. Our final visit will take place in June and July.
Our key deliverables are this Audit Plan and our Audit Findings Report. Our audit approach is detailed in Appendix A.
Our fee for the audit will be £34,645 (PY: £44,944) for the Council, subject to the Council meeting our requirements set out on pages 11/12.

Independence

We have complied with the Financial Reporting Council's Ethical Standard and we as a firm, and each covered person, confirm that we are
independent and are able to express an objective opinion on the financial statements.

© 2018 Grant Thornton UK LLP | External Audit Plan for Staffordshire Moorlands District Council | 2018/19
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Key matters impacting our audit
External Factors
The wider economy and political uncertainty
At a national level, the government continues its negotiation with the EU over
Brexit, and future arrangements remain clouded in uncertainty. The Authority
will need to ensure that it is prepared for all outcomes, including any impact on
contracts, on service delivery and on its support for local people and
businesses.
Local Government funding continues to be stretched with increasing cost
pressures and demand from residents. For SMDC, financial management is
strong, with a history of delivering the budget, including challenging financial
savings. For 2018/19 the Authority budgeted for a break-even position. At the
end of Quarter 2 a small year end surplus of £67k has been forecast.
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The budget Council’s MTFP identified a £2.48m efficiency requirement over a
.
three year period on the general fund (2018/19 – 2020/21). A new financial
year has now been added to the plan, which forecasts a small deficit position
by the end of 2022/23 of approximately £110k.

Internal Factors
Changes to the CIPFA 2018/19
Accounting Code
The most significant changes relate to
the adoption of:

•

IFRS 9 Financial Instruments which
impacts on the classification and
measurement of financial assets and
introduces a new impairment model.

•

IFRS 15 Revenue from Contracts
with Customers which introduces a
five step approach to revenue
recognition.

New audit methodology
We will be using our new audit methodology and tool,
LEAP, for the 2018/19 audit. It will enable us to be
more responsive to changes that may occur in your
organisation and more easily incorporate our
knowledge of the Authority into our risk assessment
and testing approach.

The Authority is already in the process
of looking at the adoption of these
changes.

To date, £299,630 has been achieved against the 2018/19 efficiency target of
£830,000. The shortfall is mainly down to slippage in the profile of savings
assumed in the Efficiency Programme. The target is expected to be met, with
the impacts of any delays in any of the programmed projects offset by other
efficiency savings e.g. staff vacancies. Any shortfall in efficiency savings at
year-end will need to be rolled forward into 2019/20.
Our response
•

We will consider your arrangements for managing and reporting your
financial resources as part of our work in reaching our Value for Money
conclusion.

•

Your current Performance Reports show the Council is on track to meet the
majority of its stated strategic objectives for 2018/19. We will continue to
monitor the position as the year progresses.

•

We will consider whether your financial position leads to material
uncertainty about the going concern of the group and will review related
disclosures in the financial statements.

•

•

We will keep you informed of
changes to the financial reporting
requirements for 2018/19 through
on-going discussions and invitations
to our technical update workshops.
As part of our opinion on your
financial statements, we will consider
whether your financial statements
reflect the financial reporting
changes in the 2018/19 CIPFA
Code.

© 2018 Grant Thornton UK LLP | External Audit Plan for Staffordshire Moorlands District Council | 2018/19

•

You will see changes in the terminology we use in
our reports that will align more closely with the
ISAs

•

We will ensure that our resources and testing are
best directed to address your risks in an effective
way.

4

Group audit scope and risk assessment
In accordance with ISA (UK) 600, as group auditor we are required to obtain sufficient appropriate audit evidence regarding the financial information of the components and the
consolidation process to express an opinion on whether the group financial statements are prepared, in all material respects, in accordance with the applicable financial reporting
framework.

Component

Individually
Significant? Audit Scope

Risks identified

Planned audit approach

Staffordshire Moorlands
District Council

Yes

Full

•

Refer to pages 7 - 9

Full scope UK statutory audit performed by Grant Thornton UK
LLP

Ascent Housing LLP

Yes

Targeted

•

Financial information in
relation to subsidiary is not
correctly included in the
financial statements

Review and testing of arrangements in place to produce group
accounts

Page 13
Key changes within the group:
The Council are involved in a Joint Venture, AES, with High Peak Borough Council and
Cheshire East Council. This will be reflected in the primary statements of the Council on
the basis of the use of resources to provide the service and will not require separate
preparation or consolidation of group accounts.

Audit scope
 Audit of the financial information of the component using component materiality
 Audit of one more classes of transactions, account balances or disclosures
relating to significant risks of material misstatement of the group financial
statements
 Review of component’s financial information
 Specified audit procedures relating to significant risks of material misstatement
of the group financial statements
 Analytical procedures at group level

© 2018 Grant Thornton UK LLP | External Audit Plan for Staffordshire Moorlands District Council | 2018/19
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Significant risks identified
Significant risks are defined by ISAs (UK) as risks that, in the judgement of the auditor, require special audit consideration. In identifying risks, audit teams consider the nature of the risk,
the potential magnitude of misstatement, and its likelihood. Significant risks are those risks that have a higher risk of material misstatement.
Risk

Risk relates to

Reason for risk identification

ISA 240: presumed risk of
fraud in revenue
recognition

Group and
Council

Under ISA (UK) 240 there is a rebuttable Having considered the risk factors set out in ISA240 and the nature of the
presumed risk that revenue may be misstated due revenue streams at the Council, we have determined that the risk of fraud
to the improper recognition of revenue.
arising from revenue recognition can be rebutted, because:
This presumption can be rebutted if the auditor
concludes that there is no risk of material
misstatement due to fraud relating to revenue
recognition.

Key aspects of our proposed response to the risk

•

there is little incentive to manipulate revenue recognition

•

opportunities to manipulate revenue recognition are very limited

•

the culture and ethical frameworks of local authorities, including
Staffordshire Moorlands District Council, mean that all forms of fraud are
seen as unacceptable

Page 14

Therefore we do not consider this to be a significant risk for Staffordshire
Moorlands District Council.
In terms of this risk and how it relates to the Group we have also determined
that the risk of fraud arising from revenue recognition in the Group can be
rebutted because the revenue streams from the group components:
•

are sourced from single lines of service provision, and

•

are made up of a large volume of non significant transactions which makes
it more difficult to conceal significant fraudulent transactions.

Specific response not required as risk rebutted.
ISA 240: management
override of controls

Group and
Council

Under ISA (UK) 240 there is a non-rebuttable
presumed risk that the risk of management override of controls is present in all entities. The
Council faces external scrutiny of its spending and
this could potentially place management under
undue pressure in terms of how they report
performance.

We will:

We therefore identified management override of
control, in particular journals, management
estimates and transactions outside the course of
business as a risk requiring special audit
consideration.

© 2018 Grant Thornton UK LLP | External Audit Plan for Staffordshire Moorlands District Council | 2018/19

•

evaluate the design effectiveness of management controls over journals

•

analyse the journals listing and determine the criteria for selecting high risk
unusual journals

•

test unusual journals recorded during the year and after the draft accounts
stage for appropriateness

•

gain an understanding of the accounting estimates and critical judgements
made by management and consider their reasonableness with regard to
corroborative evidence

•

evaluate the rationale for any changes in accounting policies, estimates or
significant unusual transactions.

6

Significant risks identified
Risk

Risk relates to Reason for risk identification

Key aspects of our proposed response to the risk

Valuation of
property,
plant and
equipment

Council

We will:
• update our understanding of the processes, controls and assumptions put in place by
management to ensure that the PPE valuation is not materially misstated and evaluate
the design of these and whether they are sufficient to mitigate the risk of material
misstatement;
• assess the competence, capabilities and objectivity of management’s experts (valuers)
who carried out your PPE valuations;
• evaluate the instructions issued by management to their management expert (a valuer)
for this estimate and the scope of the valuer’s work;
• communicate with the valuer about the basis on which the valuation is carried out and
where necessary challenge the key assumptions
• review and challenge the information used by the valuer to ensure it is robust and
consistent with our understanding
• Test, on a sample basis, revaluations made during the year to ensure they are
consistent with the valuer’s report and input correctly into the Council’s asset register
• evaluate the assumptions made by management for those assets not revalued during
the year and how management have satisfied themselves that these are not materially
different to current value.

The Council revalues its land and buildings at least
once every five years. Investment properties are
revalued every year. Valuation of property, plant and
equipment represents a significant estimate by
management in the financial statements.
We identified the valuation of land and buildings
revaluations and investment property revaluations as a
risk requiring special audit consideration.
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Valuation of
the pension
fund net
liability

Council

The Council’s net pension fund liability represents a
significant estimate in the financial statements.
The net pension fund liability is considered a
significant estimate due to the size of the liability
involved (£36.5 million in the Council’s balance sheet
as at 31 March 2018) and the sensitivity of the
estimate to changes in key assumptions.
We therefore identified valuation of the pension fund
net liability as a risk requiring special audit
consideration..

We will:
• update our understanding of the processes and controls put in place by management to
ensure that the Council’s net pension fund liability is not materially misstated and
evaluate the design of the associated controls;
• evaluate the instructions issued by management to their management expert (an
actuary) for this estimate and the scope of the actuary’s work;
• assess the competence, capabilities and objectivity of the actuary who carried out the
Council’s pension fund valuation;
• assess the accuracy and completeness of the information provided by the Council to the
actuary to estimate the liability;
• test the consistency of the pension fund asset and liability and disclosures in the notes
to the core financial statements with the actuarial report from the actuary;
• undertake procedures to confirm the reasonableness of the actuarial assumptions made
by reviewing the report of the consulting actuary (as auditor’s expert) and performing
any additional procedures suggested within the report; and
• seek assurances from the auditor of the Staffordshire Pension Fund as to the controls
surrounding the validity and accuracy of membership data; contributions data and
benefits data sent to the actuary by the pension fund and the fund assets valuation in
the pension fund financial statements.

© 2018 Grant Thornton UK LLP | External Audit Plan for Staffordshire Moorlands District Council | 2018/19
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Other matters
Other work

Other material balances and transactions

In addition to our responsibilities under the Code of Practice, we have a number of other
audit responsibilities, as follows:
We read your Narrative Report and Annual Governance Statement to check that
they are consistent with the financial statements on which we give an opinion and
consistent with our knowledge of the Council.

•

We carry out work to satisfy ourselves that disclosures made in your Annual
Governance Statement are in line with the guidance issued by CIPFA.

Going concern

•

We carry out work on your consolidation schedules for the Whole of Government
Accounts process in accordance with NAO group audit instructions.

•

We consider our other duties under legislation and the Code, as and when required,
including:

•

Page 16

•

Under International Standards on Auditing, "irrespective of the assessed risks of material
misstatement, the auditor shall design and perform substantive procedures for each
material class of transactions, account balance and disclosure". All other material
balances and transaction streams will therefore be audited. However, the procedures will
not be as extensive as the procedures adopted for the risks identified in this report.

•

Giving electors the opportunity to raise questions about your 2018/19
financial statements, consider and decide upon any objections received in
relation to the 2018/19 financial statements;

•

issue of a report in the public interest or written recommendations to the
Council under section 24 of the Act, copied to the Secretary of State.

•

Application to the court for a declaration that an item of account is contrary
to law under Section 28 or for a judicial review under Section 31 of the Act;
or

•

Issuing an advisory notice under Section 29 of the Act.

As auditors, we are required to “obtain sufficient appropriate audit evidence about the
appropriateness of management's use of the going concern assumption in the
preparation and presentation of the financial statements and to conclude whether there is
a material uncertainty about the group's ability to continue as a going concern” (ISA (UK)
570). We will review management's assessment of the going concern assumption and
evaluate the disclosures in the financial statements.

We certify completion of our audit.

© 2018 Grant Thornton UK LLP | External Audit Plan for Staffordshire Moorlands District Council | 2018/19
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Materiality
The concept of materiality
The concept of materiality is fundamental to the preparation of the financial statements
and the audit process and applies not only to the monetary misstatements but also to
disclosure requirements and adherence to acceptable accounting practice and
applicable law. Misstatements, including omissions, are considered to be material if
they, individually or in the aggregate, could reasonably be expected to influence the
economic decisions of users taken on the basis of the financial statements.

Prior year gross expenditure
£33.1m Group
£33.1m Council

Materiality
£0.650m
group financial
statements materiality

Materiality for planning purposes
We have determined financial statement materiality based on a proportion of the gross
expenditure of the group and Council for the financial year. In the prior year we used the
same benchmark. Materiality at the planning stage of our audit is £650k (PY £662k) for
the group and £650k (PY £662k) for the Council, which equates to 1.9% of your prior
year gross expenditure for the year. We design our procedures to detect errors in
specific accounts at a lower level of precision which we have determined to be £25k for
senior officer’s remuneration, as we believe these disclosures are of specific interest to
readers of the accounts.

(PY: £0.662m)
£0.650m
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Council financial
statements materiality
(PY: £0.662m)

We reconsider planning materiality if, during the course of our audit engagement, we
become aware of facts and circumstances that would have caused us to make a
different determination of planning materiality.
Matters we will report to the Audit & Accounts Committee
Whilst our audit procedures are designed to identify misstatements which are material to
our opinion on the financial statements as a whole, we nevertheless report to the Audit
& Procurement Committee any unadjusted misstatements of lesser amounts to the
extent that these are identified by our audit work. Under ISA 260 (UK) ‘Communication
with those charged with governance’, we are obliged to report uncorrected omissions or
misstatements other than those which are ‘clearly trivial’ to those charged with
governance. ISA 260 (UK) defines ‘clearly trivial’ as matters that are clearly
inconsequential, whether taken individually or in aggregate and whether judged by any
quantitative or qualitative criteria. In the context of the group and Council, we propose
that an individual difference could normally be considered to be clearly trivial if it is less
than £32.5k (PY £33k).

Prior year gross expenditure

£0.0325m

Materiality

Misstatements reported
to the Audit &
Procurement Committee
(PY: £0.033m)

If management have corrected material misstatements identified during the course of
the audit, we will consider whether those corrections should be communicated to the
Audit & Procurement Committee to assist it in fulfilling its governance responsibilities.
© 2018 Grant Thornton UK LLP | External Audit Plan for Staffordshire Moorlands District Council | 2018/19
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Value for Money arrangements
Background to our VFM approach

Significant VFM risks

The NAO issued its guidance for auditors on Value for Money work in November 2017. The
guidance states that for Local Government bodies, auditors are required to give a
conclusion on whether the Council has proper arrangements in place to secure value for
money.

Those risks requiring audit consideration and procedures to address the likelihood that
proper arrangements are not in place at the Council to deliver value for money.

The guidance identifies one single criterion for auditors to evaluate:
“In all significant respects, the audited body takes properly informed decisions and deploys
resources to achieve planned and sustainable outcomes for taxpayers and local people.”
This is supported by three sub-criteria, as set out below:

Medium Term Financial Sustainability
At the end of September 2018 75% of the Council’s key performance
indicators were on track and of the 25 Priority Actions within the Corporate
Plan, two were still to commence, one was rated amber awaiting a decision,
the remainder being classified as ‘Green’. This indicates that the Council is
on track to meet the majority of its stated strategic objectives for 2018/19 and
therefore the overall governance of the authority remains strong, with a focus
on long term aims rather than short term measures to balance the budget.
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In respect of the medium term financial outlook the Council’s MTFP was
agreed in February 2018 when setting the budget for the current financial
year. The Plan identified a £2.48m efficiency requirement over a three year
period on the general fund (2018/19 – 2020/21) – with £0.661million savings
achieved in 2017/18. There was also an assumed overall use of £0.3 million in
reserves in order to balance the MTFP.
A new financial year (2022/23) has now been added to the plan, which
forecasts a further small deficit of £109,620. This results in a projected
increase to the overall use of reserves by the end of 2022/23 of £135,700.

Informed
decision
making

Value for
Money
arrangements
criteria
Working
with partners
& other third
parties

Sustainable
resource
deployment
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However, this is subject to progression of the current efficiency programme
and changes to financial assumptions going forward. For 2018/19 the
Authority budgeted for a break-even position. At the end of Quarter 2 a small
year end surplus of £67k has been forecast. However, the 2018/19 budget
also provides for the achievement of £830,000 of savings in year. At the end
of Quarter Two, £207,630 had been achieved. A shortfall of £350,000 against
the in-year Efficiency Programme target has been forecast which is currently
being offset by one-off vacancy savings in the establishment. This does not
provide for on-going budget savings and any shortfall in efficiency savings at
year-end will need to be rolled forward into 2019/20.
In response to this risk we will assess whether the Council is:
•

planning its finances effectively to support the sustainable delivery of
strategic priorities and maintain statutory functions including how you are
progressing against the efficiency & rationalisation strategy.

10

Audit logistics, team & fees
Audit
Committee
February 2019

Planning and
risk assessment

Interim audit
January – March
2019

Audit
Plan

Audit
Committee
March 2019

Audit
Committee
July 2019

Audit
Committee
TBC

Year end audit
June, July 2019
Interim
Progress
Report

Audit
Findings
Report

Audit
opinion

Annual
Audit
Letter

Grant Patterson Engagement Lead
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As your engagement lead, Grant will have the ultimate
responsibility for the delivery of your audit service. He will lead our
relationship with the Authority and take overall responsibility for
delivering a high quality audit, which meets the highest
professional standards while adding value.

Audit fees
The planned audit fees are £34,645 (PY: £44,994) for the financial statements audit
completed under the Code. In setting your fee, we have assumed that the scope of the
audit, and the Council and its activities, do not significantly change.
Where additional audit work is required, additional fees will be discussed and agreed with
management and require PSAA approval.

Avtar Sohal, Audit Manager
As the engagement manager, Avtar is responsible for overseeing
the delivery of our service and managing the audit process. He will
work with officers and our on-site team to ensure the smooth
planning and delivery of the audit. He will oversee the on-site team
and discuss any issues with you during the audit process as well
as any questions you may have throughout the year.

Our requirements
To ensure the audit is delivered on time and to avoid any additional fees, we have detailed
our expectations and requirements in the following section ‘Early Close’. If the
requirements detailed overleaf are not met, we reserve the right to postpone our audit visit
and charge fees to reimburse us for any additional costs incurred.

Lisa Morrey, Audit Incharge
Lisa will lead the on-site audit team and is responsible for the
performance of the audit fieldwork and day-to-day liaison with the
finance team. She will ensure that your audit is delivered
effectively, efficiently and supportively, keeping the finance team
abreast of any issues arising as and when they occur.

© 2018 Grant Thornton UK LLP | External Audit Plan for Staffordshire Moorlands District Council | 2018/19
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Early close
Meeting the 31 July audit timeframe
In the prior year, the statutory date for publication of audited local government
accounts was brought forward to 31 July, across the whole sector. This was a
significant challenge for local authorities and auditors alike. For authorities, the time
available to prepare the accounts was curtailed, while, as auditors we had a shorter
period to complete our work and faced an even more significant peak in our
workload than previously.

Client responsibilities

We have carefully planned how we can make the best use of the resources
available to us during the final accounts period. As well as increasing the overall
level of resources available to deliver audits, we have focused on:

Where individual clients do not deliver to the timetable agreed, we need to ensure that this
does not impact on audit quality or absorb a disproportionate amount of time, thereby
disadvantaging other clients. We will therefore conduct audits in line with the timetable set out
in audit plans (as detailed on page 11). Where the elapsed time to complete an audit exceeds
that agreed due to a client not meetings its obligations we will not be able to maintain a team
on site. Similarly, where additional resources are needed to complete the audit due to a client
not meeting their obligations we are not able to guarantee the delivery of the audit by the
statutory deadline. Such audits are unlikely to be re-started until very close to, or after the
statutory deadline. In addition, it is highly likely that these audits will incur additional audit fees.

•

Our requirements

•
•
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•

bringing forward as much work as possible to interim audits
starting work on final accounts audits as early as possible, by agreeing which
authorities will have accounts prepared significantly before the end of May

To minimise the risk of a delayed audit or additional audit fees being incurred, you need to
ensure that you:

seeking further efficiencies in the way we carry out our audits

•

working with you to agree detailed plans to make the audits run smoothly,
including early agreement of audit dates, working paper and data requirements
and early discussions on potentially contentious items.

produce draft financial statements of good quality by the deadline you have agreed with us,
including all notes, the narrative report and the Annual Governance Statement

•

ensure that good quality working papers are available at the start of the audit, in
accordance with the working paper requirements schedule that we have shared with you

•

ensure that the agreed data reports are available to us at the start of the audit and are
reconciled to the values in the accounts, in order to facilitate our selection of samples

•

ensure that all appropriate staff are available on site throughout (or as otherwise agreed)
the planned period of the audit

•

respond promptly and adequately to audit queries.

We worked with you to meet the deadline last year and we are satisfied that, if all
these plans are implemented, we will again be able to complete your audit and
those of our other local government clients in sufficient time to meet the earlier
deadline.

In return, we will ensure that:
•

the audit runs smoothly with the minimum disruption to your staff

•

you are kept informed of progress through the use of an issues tracker and weekly
meetings during the audit

•

we are available to discuss issues with you prior to and during your preparation of the
financial statements.

© 2018 Grant Thornton UK LLP | External Audit Plan for Staffordshire Moorlands District Council | 2018/19
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Independence & non-audit services
Auditor independence
Ethical Standards and ISA (UK) 260 require us to give you timely disclosure of all significant facts and matters that may bear upon the integrity, objectivity and independence of the firm
or covered persons relating to our independence. We encourage you to contact us to discuss these or any other independence issues with us. We will also discuss with you if we make
additional significant judgements surrounding independence matters.
We confirm that there are no significant facts or matters that impact on our independence as auditors that we are required or wish to draw to your attention. We have complied with the
Financial Reporting Council's Ethical Standard and we as a firm, and each covered person, confirm that we are independent and are able to express an objective opinion on the financial
statements.
We confirm that we have implemented policies and procedures to meet the requirements of the Financial Reporting Council’s Ethical Standard and we as a firm, and each covered
person, confirm that we are independent and are able to express an objective opinion on the financial statements. Further, we have complied with the requirements of the National Audit
Office’s Auditor Guidance Note 01 issued in December 2017 and PSAA’s Terms of Appointment which set out supplementary guidance on ethical requirements for auditors of local
public bodies.
Other services provided by Grant Thornton
For the purposes of our audit we have made enquiries of all Grant Thornton UK LLP teams providing services to the Authority. The following other services were identified
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Service

£

Threats

Safeguards

Audit related
Certification of Housing
Benefits Subsidy claim

£8,000

Self-Interest (because
(PY: £7,288) this is a recurring fee)

The level of this recurring fee taken on its own is not considered a significant threat to independence as the fee
for this work is expected to be low £8,000 (£7,288 prior year) in comparison to the total fee for the audit of
£34,645 and in particular relative to Grant Thornton UK LLP’s turnover overall. Further, it is a fixed fee and there
is no contingent element to it. These factors all mitigate the perceived self-interest threat to an acceptable level.
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Independence & non-audit services
Service

£

Threats

Safeguards

5,625

The fee is a recurring subscription and,
therefore, there is a self-interest threat. The
tool provides information that will help inform
decision making by informed management.
The scope of our service does not include
making decisions on behalf of management or
recommending a particular course of action.

The level of this recurring fee taken on its own is not considered a significant threat to
independence as the fee for this work is £5,625 in comparison to the total fee for the audit
of £34,645 and in particular relative to Grant Thornton UK LLP’s turnover overall. Further, it
is a fixed fee and there is no contingent element to it. These factors all mitigate the
perceived self-interest threat to an acceptable level.

5,625

The fee is a recurring subscription and,
therefore, there is a self-interest threat. The
tool provides information that will help inform
decision making by informed management.
The scope of our service does not include
making decisions on behalf of management or
recommending a particular course of action.

The level of this recurring fee taken on its own is not considered a significant threat to
independence as the fee for this work is £5,625 in comparison to the total fee for the audit
of £34,645 and in particular relative to Grant Thornton UK LLP’s turnover overall. Further, it
is a fixed fee and there is no contingent element to it. These factors all mitigate the
perceived self-interest threat to an acceptable level.

Non-audit related
CFO Insights
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Place Analytics

The amounts detailed are fees agreed to-date for audit related and non-audit services to be undertaken by Grant Thornton UK LLP in the current financial year. These services are
consistent with the Council’s policy on the allotment of non-audit work to your auditors. All services have been approved by the Audit & Procurement Committee. Any changes and
full details of all fees charged for audit related and non-audit related services by Grant Thornton UK LLP and by Grant Thornton International Limited network member Firms will be
included in our Audit Findings report at the conclusion of the audit.

None of the services provided are subject to contingent fees.
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Appendices

B.

Audit Approach
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A.

Response to Prior Year Recommendations
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Appendix A

Audit approach
Use of audit, data interrogation and analytics software

LEAP
Audit software
•
A globally developed ISA-aligned methodology and
software tool that aims to re-engineer our audit
approach to fundamentally improve quality and
efficiency
•
LEAP empowers our engagement teams to deliver
even higher quality audits, enables our teams to
perform cost effective audits which are scalable to
any client, enhances the work experience for our
people and develops further insights into our
clients’ businesses
•
A cloud-based industry-leading audit tool developed
in partnership with Microsoft

Inflo
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Cloud based software which assists in the project
management of the audit process

Appian

•

We use one of the world's
leading data interrogation software tools, called
'IDEA' which integrates the latest data analytics
techniques into our audit approach

•

We have used IDEA since its inception in the
1980's and we were part of the original
development team. We still have heavy
involvement in both its development and delivery
which is further enforced through our chairmanship
of the UK IDEA User Group

Business process management
•
Clear timeline for account review:
− disclosure dealing
− analytical review
•
Simple version control

System (73m records)

IDEA

•

In addition to IDEA, we also other tools like ACL
and Microsoft SQL server

•

Analysing large volumes of data very quickly and
easily enables us to identify exceptions which
potentially highlight business controls that are not
operating effectively

•

Allow content team to identify potential risk areas
for auditors to focus on

© 2018 Grant Thornton UK LLP | External Audit Plan for Staffordshire Moorlands District Council | 2018/19
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Appendix B

Response to Prior Year Recommendations
In 2017/18 we identified one recommendations for the Council as a result of issues identified during the course of our audit. The recommendation was agreed with with management and
we have highlighted the progress of implementation of the recommendation below

Assessment




Low

Issue and risk

Recommendations

•

•

Audit testing identified that there was not a formal written
journal policy for the council in relation who posts and
authorises journals.

We recommend the council puts in a written policy in respect to journal processing
and authorization.

Progress
•

As of December 2018 the Council implemented a clear written procedural note to
relevant staff members which details the process of journal authorisation.
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Auditor Response
•

We are satisfied that the procedural notes implemented address the
recommendation from 2017/18

Controls
 High – Significant effect on control system
 Medium – Effect on control system
 Low – Best practice
© 2018 Grant Thornton UK LLP | External Audit Plan for Staffordshire Moorlands District Council | 2018/19
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Informing the audit risk assessment
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Staffordshire Moorlands District
Council 2018/19
Agenda Item 6

Agenda
Purpose

3

Fraud

4

Fraud risk assessment
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Laws and regulations

9

Impact of laws and regulations
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Going concern considerations
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Related parties
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Related parties considerations

17

Accounting estimates

20

Appendix A – Accounting estimates
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Purpose
The purpose of this report is to contribute towards the effective two-way communication between auditors and the Council's Audit Committee,
as 'those charged with governance'. The report covers some important areas of the auditor risk assessment where we are required to make
inquiries of the Audit and Accounts Committee under auditing standards.
Background
Under International Standards on Auditing (UK and Ireland) (ISA(UK&I)) auditors have specific responsibilities to communicate with the Audit
Committee. ISA(UK&I) emphasise the importance of two-way communication between the auditor and the Audit and Accounts Committee and
also specify matters that should be communicated.
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This two-way communication assists both the auditor and the Audit and Accounts Committee in understanding matters relating to the audit and
developing a constructive working relationship. It also enables the auditor to obtain information relevant to the audit from the Audit and
Accounts Committee and supports the Audit and Accounts Committee in fulfilling its responsibilities in relation to the financial reporting
process.
Communication
As part of our risk assessment procedures we are required to obtain an understanding of management processes and the Audit Committee's
oversight of the following areas:
• fraud
• laws and regulations
• going concern
• related parties
• accounting estimates.
This report includes a series of questions on each of these areas and the response we have received from the Council's management. These
responses should also reflect arrangements over the Council’s group activities.
The Audit and Accounts Committee should consider whether these responses are consistent with the its understanding and whether there are
any further comments it wishes to make.
3
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Fraud
Matters in relation to fraud
ISA(UK&I)240 covers auditors responsibilities relating to fraud in an audit of financial statements.
The primary responsibility to prevent and detect fraud rests with both the Audit and Accounts Committee and management. Management, with
the oversight of the Audit Committee, needs to ensure a strong emphasis on fraud prevention and deterrence and encourage a culture of
honest and ethical behaviour. As part of its oversight, the Audit and Accounts Committee should consider the potential for override of controls
and inappropriate influence over the financial reporting process.
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As auditor, we are responsible for obtaining reasonable assurance that the financial statements are free from material misstatement due to
fraud or error. We are required to maintain professional scepticism throughout the audit, considering the potential for management override of
controls.
As part of our audit risk assessment procedures we are required to consider risks of fraud. This includes considering the arrangements
management has put in place with regard to fraud risks including:
• assessment that the financial statements could be materially misstated due to fraud
• process for identifying and responding to risks of fraud, including any identified specific risks
• communication with the Audit and Accounts Committee regarding its processes for identifying and responding to risks of fraud
• communication to employees regarding business practices and ethical behaviour.
We need to understand how the Audit and Accounts Committee oversees the above processes. We are also required to make inquiries of both
management and the Audit and Accounts Committee as to their knowledge of any actual, suspected or alleged fraud. These areas have been
set out in the fraud risk assessment questions below together with responses from the Council's management.

4
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Fraud risk assessment
Question

Management response

Has the Council assessed the risk of material
misstatement in the financial statements due
to fraud, including the nature, extent and
frequency of such assessments?

Yes. The underlying management processes are primarily as described in the Annual
Governance Statement, which is published alongside the Statement of Accounts.
These are strengthened by additional procedures specific to the Statement of Accounts.
For example, the Chief Finance Officer / Finance & Procurement Manager undertakes a
detailed review of the draft Statement of Accounts and will not issue a certificate until
satisfactory answers and assurances have been provided.
We conclude that there is no significant risk of material misstatement in the Statement of
Accounts due to fraud.
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What processes does the Authority have in
place to identify and respond to risks of fraud,
including any identified specific risks of fraud
and risks of fraud likely to exist?

There are a number of policies and procedures in place including an Counter Fraud &
Corruption Strategy, RIPA Policy & Procedures, Whistleblowing Policy, risk management
arrangements set out in the risk management policy, strategy and process, participation in
the NFI.
Internal Audit is also 'good practice compliant' and has a proven track record in planning
audit work to take account of fraud risks and responding appropriately to fraud risks in the
organisation and enhancing controls to protect against the risk of fraud (e.g. procurement
arrangements).

5

Have any specific fraud risks, or areas with a
high risk of fraud, been identified and what has
been done to mitigate these risks?

No specific fraud risks or areas with a high risk of fraud have been identified. However, the
Council is always vigilant to the threat of fraud and Internal Audit work is planned to
highlight the threat of potential fraud.

Are internal controls, including segregation of
duties, in place and operating effectively?
If not, where are the risk areas and what
mitigating actions have been taken?

Overall internal controls work effectively and Internal Audit report on ineffective controls
which are corrected by management.
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Fraud risk assessment
Management response

Are there any areas where there is a potential
for override of controls or inappropriate
influence over the financial reporting process
(for example because of undue pressure to
achieve financial targets)?

Not significantly. Financial and operational targets are an important part of the
management process. However, a strong corporate commitment to appropriate ethical
behaviour outweighs any pressure to meet targets.

Are there any areas where there is a potential
for misreporting override of controls or
inappropriate influence over the financial
reporting process?

Not significantly. Financial and operational targets are an important part of the
management process. However, a strong corporate commitment to appropriate ethical
behaviour outweighs any pressure to meet targets.
Plus internal audit checks as part of the audit plan programme would highlight any
misreporting.

How does the Council communicate with those
charged with governance regarding their
processes for identifying and responding to
risks of fraud in the entity?

The Audit and Accounts Committee provides oversight through :
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Question

•

Review and approval of policies and procedures including an Counter Fraud & Corruption
Strategy, Regulation of Investigatory Powers Act and Whistleblowing Policy;

•

Review of risk management arrangements set out in the risk management policy, strategy and
process;

•

Review of Internal Audit progress reports;

•

Review of Internal Audit Annual Report, which includes the opinion on the control environment;

•

Receiving periodic updates on the outcome of any fraud investigative work;

•

Receiving updates on actions taken to enhance controls and protect against the risk of fraud
e.g. procurement arrangements; and

•

Consideration of reports from External Audit and any action plans setting out recommendations
made.

Procedures dictate that the Chair of the Audit and Accounts Committee is informed of any matters
of actual, suspected or alleged fraud (with notification to the Audit and Accounts Committee
subject to confidentiality).
6
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Fraud risk assessment
Question

Management response

How does the Council communicate ethical
behaviour of its staff and contractors?

There are a number of policies and procedures in place which are reviewed and approved
by the Standards Committee including the Ethical Framework (inc. Code of Corporate
Governance), a Staff Code of Conduct, Registers for Interests and Gifts & Hospitality.
Such policies and procedures are the subject of a detailed communications process, which
includes extensive coverage during induction and training.
The Council has a well publicised Whistleblowing Policy. No significant issues have been
reported.
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How do you encourage staff to report their
concerns about fraud? Have any significant
issues been reported?

Are you aware of any related party
Not aware of any related party relationships or transactions that could give rise to
relationships or transactions that could give rise instances of fraud. Monitoring and controls in place mitigate the risk.
to risks of fraud?
Are you aware of any instances of actual,
suspected, or alleged fraud either within the
Council as a whole or within specific
departments since 1 April 2018?

Confirmation from the Monitoring Officer, Chief Financial Officer (CFO), Audit Manager,
Legal & Elections Services Manager and Finance and Procurement Manager has been
obtained that no significant frauds have been identified during 2018/19.

Are you aware of any whistle-blower reports or
reports under the Bribery Act since 1 April
2018?

No.

If so how does the Audit and Accounts
Committee respond to these?

7
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Fraud risk assessment
Question

Management response

How does the Council protect itself against
Fraud in its Group activities?

Ascent Housing LLP ; this joint venture with Your Housing LLP is required to produce audited
accounts for consolidation in the Authority’s financial statements. Both the audit opinion (Grant
Thornton) and consolidation process provide assurance as to the financial controls within the
organisation. Further assurance is provided by the two (of four) executive directors and the two
(of four) non-executive directors nominated by the Authority to the board of Ascent.
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Internal Audit is 'good practice compliant' and has a proven track record in planning audit work to
take account of fraud risks and responding appropriately to fraud risks in the organisation and
enhancing controls to protect against the risk of fraud. Regular audits covering the Council’s risks
in Ascent Housing LLP are undertaken.

8

Alliance Environmental Services Limited [AES] ; the joint operation with High Peak Borough
Council and ANSA Environmental Services Limited (trading arm of Cheshire East Unitary
Council) is required to produce audited accounts for consolidation in the Authority’s financial
statements. Both the audit opinion and consolidation process provide assurance as to the
financial controls within the organisation. The Services Operating Agreement imposes a number
of obligations on AES;
- To hold Monthly meetings with representatives of the Council to address operational matters
- To prepare Statements for inclusion in the Quarterly Financial Performance reports presented
to Corporate Select.
- To produce on demand written summaries of costs.
- To maintain open book accounting, allowing reasonable access to officer’s of the Council
- To allow reasonable access to the Authority’s auditors both internal and external.
Further assurance is provided by Council officers holding two of the five directorships that make
up the AES Board. The board meets 10 times per year and all significant decisions of AES are
subject to the unanimous agreement of all directors.
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Laws and regulations
Matters in relation to laws and regulations
ISA(UK&I)250 requires us to consider the impact of laws and regulations in an audit of the financial statements.
Management, with the oversight of the Audit and Accounts Committee, is responsible for ensuring that the Council's operations are conducted
in accordance with laws and regulations including those that determine amounts in the financial statements.
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As auditor, we are responsible for obtaining reasonable assurance that the financial statements are free from material misstatement due to
fraud or error, taking into account the appropriate legal and regulatory framework. As part of our risk assessment procedures we are required
to make inquiries of management and the Audit and Accounts Committee as to whether the entity is in compliance with laws and regulations.
Where we become aware of information of non-compliance or suspected non-compliance we need to gain an understanding of the
noncompliance and the possible effect on the financial statements.
Risk assessment questions have been set out overleaf together with responses from management.

9
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Impact of laws and regulations
Question

Management response

What arrangements does the Council have
in place to prevent and detect noncompliance with laws and regulations?

The operation of the statutory officer roles (Head of Paid Services, Monitoring Officer and
Chief Financial Officer) help to ensure compliance with laws and regulations. For example,
the Monitoring Officer has the authority to report to Council if he considers that any proposal,
decision or omission would give rise to unlawfulness or maladministration, thereby stopping
the proposal or decision being implemented until the report has been considered.
Legal implications are outlined in all committee reports.

Page 36

How does management gain assurance that
all relevant laws and regulations have been
complied with?

The operation of the statutory officer roles (Head of Paid Services, Monitoring Officer and
Chief Financial Officer) help to provide assurance that laws and regulations are complied
with.
The Internal Audit service operates to the standards set out in the “Public Sector Internal
Audit Standards” and the Internal Audit Plan specifically considers compliance with laws and
regulations.
The Council has a well publicised Whistleblowing Policy.

How is the Audit and Accounts Committee
provided with assurance that all relevant
laws and regulations have been complied
with?

The Chief Financial Officer attends Audit and Accounts committee meetings to respond to
members enquiries.
Standard reporting formats requires that legal implications are outlined in all committee
reports.
The Audit Manager has a number of alternative reporting lines in the event of breach of law or
regulation, including a right to meet privately with the Chair of the Audit and Accounts
Committee or the Committee in full, should the situation determine such an approach
necessary.

10
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Impact of laws and regulations
Management response

Have there been any instances of non-compliance
or suspected non-compliance with law and
regulations since 1 April 2018, or earlier with an ongoing impact on the 2018/19 financial statements?

Confirmation from the Monitoring Officer, Chief Financial Officer (CFO), Audit Manager, Legal & Elections Services
Manager and Finance and Procurement Manager has been obtained that no instances of non-compliance or
suspected non-compliance with laws and regulations have been identified during 2018/19.

What arrangements does the Council have in place
to identify, evaluate and account for litigation or
claims?

The Council has embedded systems and procedures in place to deal with litigation and claims as they emerge
(e.g. the “Link Officer” in respect of Ombudsman issues).

Is there any actual or potential litigation or claims
that would affect the financial statements?

Areas of litigation are reported in the Statements where their impact is considered material or significant to the
readers of the statements and the outturn itself.

Have there been any reports from other regulatory
bodies, such as HMRC which indicate
noncompliance?

No.

What arrangements does the Council have in
place to prevent and detect non-compliance
with laws and regulations within its Group
activities?

Ascent Housing LLP ; the joint venture with Your Housing LLP is required to produce audited accounts for consolidation
in the Authority’s financial statements. Both the audit opinion (Grant Thornton) and consolidation process provide some
assurance as to compliance within the organisation. Further assurance is provided by the two (of four) executive
directors and the two (of four) non-executive directors nominated by the Authority to the board of Ascent.
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Question

11
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At year end, additional procedures ensure that any such items are reflected in the financial statements if
appropriate. This is incorporated within closedown procedures and includes specific enquiries of all senior
management with a particular emphasis on the Legal & Elections Services Manager, the Insurance Officer and the
Head of Customer Services (responsible for the Ombudsman related issues).

Alliance Environmental Services Limited [AES] ; this joint operation with High Peak Borough Council and ANSA
Environmental Services Limited (trading arm of Cheshire East Unitary Council) is required to produce audited accounts
for consolidation in the Authority’s financial statements. Both the audit opinion and consolidation process provide
assurance as to compliance within the organisation.
To facilitate the Authority in preventing and detecting non-compliance with laws and regulations the Operating
Agreement imposes a number of obligations on AES;
- To hold Monthly meetings with representatives of the Council to address operational matters
- To prepare Statements for inclusion in the Quarterly Financial Performance reports presented to Corporate Select.
- To produce on demand written summaries of costs.
- To maintain open book accounting, allowing reasonable access to officer’s of the Council
- To allow reasonable access to the Authority’s auditors both internal and external.
Further assurance is provided by Council officers holding two of the five directorships that make up the AES Board. The
board meets 10 times per year and all significant decisions of AES are subject to the unanimous agreement of all
directors.
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Going concern
Matters in relation to going concern
ISA(UK&I)570 covers auditor responsibilities in the audit of financial statements relating to management's use of the going concern
assumption in the financial statements.
Going concern is a fundamental principle in the preparation of financial statements. Under the going concern assumption, a Council is viewed
as continuing in operation for the foreseeable future with no necessity of liquidation or ceasing trading. Accordingly, the Council’s assets and
liabilities are recorded on the basis that assets will be realised and liabilities discharged in the normal course of business.
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The code of practice on local authority accounting requires an authority’s financial statements to be prepared on a going concern basis.
Although the Council is not subject to the same future trading uncertainties as private sector entities, consideration of the key features of the
going concern provides an indication of the Council's financial resilience and is good practice.
As auditor, we are responsible for considering the appropriateness of use of the going concern assumption in preparing the financial
statements and to consider whether there are material uncertainties about the Council's ability to continue as a going concern that need to be
disclosed in the financial statements. We discuss the going concern assumption with management and review the Council's financial and
operating performance.
Going concern considerations are set out overleaf and management has provided its response.

12
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Going concern considerations
Management response

Is the going concern basis of accounting a
fundamental principle in the preparation of the
financial statements ?

For the 2018/19 presentation of the Statement of Accounts, a going concern assessment
will be reported with reference to the approved Medium Term Financial Plan.

Has a preliminary assessment of the Council's
ability to continue as a going concern been
performed?

Yes. There is a firmly embedded Financial Planning process, which includes a rolling
four year Medium-Term Financial Plan that is updated two times annually. Other
features include CFO assessments and statements regarding budget estimates and the
adequacy of reserves and balances.

What is the basis for the intended use of the
going concern assumption, and are management
aware of the existence of other events or
conditions that may cast doubt on the Authority’s
ability to continue as a going concern ?

No.

Are arrangements in place to report the going
concern assessment to the Audit and Accounts
Committee?

No explicit statement is presented to Audit and Accounts Committee, however, the
Committee scrutinises the treasury function and so is aware of the liquidity and funding
position of the Authority.
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Question

13

© 2018 Grant Thornton UK LLP.

All such known events are systematically mitigated. For example, budget deficits are
primarily addressed through a well developed approach towards the achievement of
efficiency savings, which has a proven track record of success.
In response to the Government 4 year revenue support grant settlement, we submitted
an efficiency plan outlining how the Council will be addressing financial pressures in
accepting the settlement offer. Additionally, we presented a new four year efficiency
programme to coincide with the 2017/18 Budget to outline plans to meet the budget
deficit. This has been reviewed and re-profiled as part of the Medium Term Financial
Plan to be presented in February 2019.
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Going concern considerations
Management response

Are the financial assumptions in that report
(e.g., future levels of income and
expenditure) consistent with the Council's
Business Plan and the financial information
provided to the Council throughout the
year?

Yes. Well established quarterly reporting process to councillors, combined with performance
reporting against the Council’s corporate plans and targets serves to inform the development
of the three year Medium term financial plan.

Are the implications of statutory or policy
changes appropriately reflected in the
Business Plan, financial forecasts and
report on going concern?

Yes. For example, the Medium-Term Financial Plan specifically includes consideration of both
national (e.g. statutory) and local (e.g. policy) issues in terms of their potential financial impact.
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Question

Have there been any significant issues
No significant issues have been raised.
raised with the Audit and Accounts
Committee during the year which could cast
doubts on the assumptions made?
(Examples include adverse comments
raised by internal and external audit
regarding financial performance or
significant weaknesses in systems of
financial control).
Does a review of available financial
information identify any adverse financial
indicators including negative cash flow?
If so, what action is being taken to improve
financial performance?

14
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No. Financial information is closely monitored as a matter of routine through firmly established
processes. In addition, regular treasury management reports are presented to Audit
Committee which would highlight any cashflow deficit.
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Going concern considerations
Management response

Does the Council have sufficient staff in
post, with the appropriate skills and
experience, particularly at senior manager
level, to ensure the delivery of the Council's
objectives?
If not, what action is being taken to obtain
those skills?

Yes. A service review process has been undertaken, with structures created to ensure
services can operate effectively whilst achieving efficiency targets.. If and when numbers or
experience is considered lacking, additional resource is brought in from third parties.
Organisational Development is a systematic & managed process.

What arrangements does the Council have
in place to ensure that its Group activities
are a Going Concern?

Ascent Housing LLP ; this joint venture with Your Housing LLP is required to produce audited accounts for
consolidation in the Authority’s financial statements. Both the audit opinion (Grant Thornton) and consolidation
process provide some assurance as to the organisation being a Going Concern. Additionally, a business plan is
regularly updated and presented to the Board. Further assurance is provided by the two (of four) executive
directors and the two (of four) non-executive directors nominated by the Authority to the board of Ascent.
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Question
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Alliance Environmental Services Limited [AES] ; this joint operation with High Peak Borough Council and ANSA
Environmental Services Limited (trading arm of Cheshire East Unitary Council) is required to produce audited
accounts for consolidation in the Authority’s financial statements. Both the audit opinion and consolidation
process provide some assurance as to the organisation being a Going Concern.
To facilitate the Authority’s assessment that the joint operation continues to be a going concern the Services
Operating Agreement imposes a number of obligations on AES;
- To hold Monthly meetings with representatives of the Council to address operational matters
- To prepare Statements for inclusion in the Quarterly Financial Performance reports presented to Corporate
Select.
- To produce on demand written summaries of costs.
- To maintain open book accounting, allowing reasonable access to officer’s of the Council
- To allow reasonable access to the Authority’s auditors both internal and external.
Further assurance is provided by Council officers holding two of the five directorships that make up the AES
Board. The board meets 10 times per year and all significant decisions of AES are subject to the unanimous
agreement of all directors.
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Related parties
Matters in relation to Related Parties
For local government bodies, the Code of Practice on Local Authority Accounting in the United Kingdom (the Code) requires compliance with
International Accounting Standard 24 and disclose transactions with entities/individuals that would be classed as related parties. These may
include:
■ entities that directly, or indirectly through one or more intermediaries, control, or are controlled by the Council (i.e. subsidiaries);
■ associates and/or joint ventures;
■ an entity that has an interest in the Council that gives it significant influence over the Council;
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■ key management personnel, and close members of the family of key management personnel, and
■ post-employment benefit plans (pension fund) for the benefit of employees of the Council, or of any entity that is a related party of the
Council.
A disclosure is required if a transaction (or series of transactions) is material on either side i.e. if a transaction is immaterial from the Council's
perspective but material from a related party viewpoint then the Council must disclose it.
ISA (UK&I) 550 covers auditor responsibilities relating to related party transactions.
Many related party transactions are in the normal course of business and may not carry a higher risk of material misstatement. However in
some circumstances the nature of the relationships and transaction may give rise to higher risks.
ISA (UK&I) 550 requires us to review your procedures for identifying related party transactions and obtain an understanding of the controls that
you have established to identify such transactions. We will also carry out testing to ensure the related party transaction disclosures you make
in the financial statements are complete and accurate.
Related party considerations have been set out overleaf and management has provided its response.
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Related parties consideration
Management response

What controls does the Council have in
place to identify, account for, and
disclose related party transactions and
relationships?

A number of arrangements are in place for identifying the nature of a related party and reported
value including:
• Maintenance of a Register of interests for Members, a register for pecuniary interests in
contracts for Officers and Senior Managers requiring disclosure of related party transactions.
• Annual return from senior managers/officers and members requiring confirmation that read and
understood the declaration requirements and stating details of any known related party
interests.
• Review of in-year income and expenditure transactions with known identified related parties
from prior year or known history.
• Review of related information with subsidiaries, companies and joint ventures, e.g. accounts.
• Review of the accounts payable and receivable systems and identification of amounts paid
to/from assisted or voluntary organisation
• Review of year end debtor and creditor positions in relation to the related parties identified.
• Review of minutes of decision making meetings to identify any member declarations and
therefore related parties.
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Question
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Related parties considerations
Question

Management response

Who are the Council’s related parties,
including changes from prior period?

People who are regarded as related parties are:
• Elected members - Responsible for the direct control of the policies of the authority
• Chief Executive, The Executive Directors and other Senior Officers, as key management
personnel that have the authority and responsibility for planning, directing and controlling the
activities of the authority.
• Members of the families and households of members and officers with the ability to influence
members or officers
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Entities that are regarded as related parties are:
• Central government - Has effective control over local authorities, as authorities are incapable
of acting without statutory authority. Able to limit possibility of independent action by specifying
transactions and the terms on which they are concluded.
• Other public bodies subject to common control by central government
• The Council's strategic alliance partner – High Peak Borough Council
• Ascent Housing (joint venture) – an entity over which the Council has joint control
• Alliance Environment Services (established 2017/18) – an entity over which the Council has
joint control
• Partnerships, companies, trusts or any entities in which members/officers or a member of their
close family or the same household has a controlling interest,
NB precepting relationships and the Council's relationship with the pension fund (as an admitted
body) are deemed to be agency arrangements and so these are not regarded as related parties.
[However the annual Statements present a detailed analysis of transactions between the
authority and both preceptors and the pension fund.]

Has the Authority entered into any
transactions with these related parties
during the period, if so, what are the
type and purpose of these transactions?

18
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Any transactions are in the normal course of business i.e. salaries / member allowances /
contract payments / other service payments. However, a full review will be undertaken as part of
the closure of accounts process as discussed.
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Related parties considerations
Question

Management response

What arrangements does the Council
have in place to ensure that its Group
activities correctly identify and account
for related party transactions?

Ascent Housing LLP ; this joint venture with Your Housing LLP is required to produce audited accounts for
consolidation in the Authority’s financial statements. Both the audit opinion (Grant Thornton) and
consolidation process provide some assurance as to the organisation correctly accounting for related
party transactions. Further assurance is provided by the two (of four) executive directors and the two (of
four) non-executive directors nominated by the Authority to the board of Ascent.
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Alliance Environmental Services Limited [AES] ; this joint operation with High Peak Borough Council and
ANSA Environmental Services Limited (trading arm of Cheshire East Unitary Council) is required to
produce audited accounts for consolidation in the Authority’s financial statements. Both the audit opinion
and consolidation process provide some assurance as to the organisation correctly accounting for related
party transactions.
To facilitate the Authority’s checking of the treatment of related party transactions the Services Operating
Agreement imposes a number of obligations on AES;
- To hold Monthly meetings with representatives of the Council to address operational matters
- To prepare Statements for inclusion in the Quarterly Financial Performance reports presented to
Corporate Select.
- To produce on demand written summaries of costs.
- To maintain open book accounting, allowing reasonable access to officer’s of the Council
- To allow reasonable access to the Authority’s auditors both internal and external.
Further assurance is provided by Council officers holding two of the five directorships that make up the
AES Board. The board meets 10 times per year and all significant decisions of AES are subject to the
unanimous agreement of all directors.
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Accounting estimates
Matters in relation to accounting estimates
Local authorities need to apply appropriate estimates in the preparation of their financial statements.
ISA (UK&I) 540 sets out requirements for auditing accounting estimates. The objective is to gain evidence that the accounting estimates are
reasonable and the related disclosures are adequate. Under this standard we have to identify and assess the risks of material misstatement
for accounting estimates by understanding how the Council identifies the transactions, events and conditions that may give rise to the need for
an accounting estimate.
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Accounting estimates are used when it is not possible to measure precisely a figure in the accounts. We need to be aware of all material
estimates that the Council is using as part of its accounts preparation; these are detailed in Appendix A. The audit procedures we conduct on
the accounting estimate will demonstrate that:
• the estimate is reasonable; and
• estimates have been calculated consistently with other accounting estimates within the financial statements.
Accounting estimates considerations have been set out overleaf and management has provided its response.
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Accounting estimates
Management response

Are the management arrangements for the
accounting estimates, including identifying
new estimates or revisions required,
detailed in Appendix A reasonable?

Yes

How are transactions, events, and
conditions identified that may give rise to
the need for accounting estimates to be
recognised or disclosed in the financial
statements?

The most significant areas of estimation involve measurement of the pension liability and the
valuation of property, plant and equipment:
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Question
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Estimation of the net liability to pay pensions depends on a number of complex judgements
relating to the discount rate used, the rate at which salaries are projected to increase,
changes in retirement ages, mortality rates and expected returns on pension fund assets.
The valuations of property, plant and equipment reported in the Balance Sheet and the
related depreciation charges are based on an estimation of their value and asset life.

Are there any changes in circumstances
that may give rise to new, or the need to
revise existing, accounting estimates?

No.

How is the Audit and Accounts Committee
provided with assurance that the
arrangements for accounting estimates are
adequate?

A firm of consulting actuaries is engaged to provide the Authority with expert advice about the
assumptions to be applied when estimating the pension liability.
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A firm of qualified valuers is engaged by the Authority to carry out, for the major assets, a
programme of physical valuations to ensure that their carrying values are subject to
professional and independent assessment.
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Appendix A - Accounting estimates
Estimate

Property plant &
equipment
valuations
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Method / model used to make
the estimate

Valuations for land and buildings are made
by the external valuer in line with RICS
guidance on the basis of 5 year valuation
with interim reviews.
The Council applies a deminimis threshold
of £10,000 in determining assets to be
valued.
Other assets are valued on the basis of
depreciated historic cost as proxy for fair
value as relatively short asset lives before
replacement.

© 2018 Grant Thornton UK LLP.

Controls used to
identify estimates

Capital Accountant notifies
the valuer of the program
of rolling valuations or of
any conditions that warrant
an interim re-valuation.

Whether
management
have used an
expert

Use of Urban
Vision augmented
with internal
Property Services
(RICS valuer) for
buildings
The overriding requirement valuations.
is that the carrying value is Other assets
not materially different
considered by
from the amount that
Services Manager
would be determined by
and capital
valuation and so the
accountant.
Capital Accountant
considers factors (informed
by Property Services
Manager and external
valuer) that would indicate
where a valuation is
required.
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Underlying
assumptions:
- Assessment of
degree of uncertainty
- Consideration of
alternative estimates

Has there
been a
change in
accounting
method in
year?

Valuations are made in-line with No
RICS guidance – reliance on
expert. Assumptions are set out
in valuer's report.
For other assets no
revaluations but asset lives
reviewed based on the
operational experience of the
service areas.

Estimate

Estimated
remaining useful
lives of PPE

Method / model used to make
the estimate

The following asset categories have general
asset lives:
• Buildings range 30 to 70 years
• Equipment/ vehicles 3 to 15 years
• Plant 3 to 15 years
• Infrastructure 25 years

Controls used to
identify estimates

Specific asset lives applied
to buildings.
Consistent asset lives
applied to each asset
category.

Page 49
Depreciation &
Amortisation
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Depreciation is provided for all fixed assets Consistent application of
with a finite useful life on a straight-line basis depreciation method
across all assets
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Whether
management
have used an
expert

Underlying
assumptions:
- Assessment of
degree of uncertainty
- Consideration of
alternative estimates

Has there
been a
change in
accounting
method in
year?

Use of Urban
Vision augmented
with internal
Property Services
(RICS valuer) for
buildings
valuations.
Other assets
considered by
Services Manager
and capital
accountant

The method makes some
No
generalisations. For example,
building lives would vary
depending on the construction
materials used. This life would
be recorded in accordance with
RICS valuation.
Detailed information is included
in the valuers report for each
asset. The lives used for other
assets are based on operational
experience of the service areas.
The asset live is then recorded
in the asset register.

No

The length of the life is
determined at the point of
acquisition or revaluation.
Major components are
depreciated separately.

No

Estimate

Impairments
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Finance lease
liability

Method / model used to make
the estimate

Controls used to
identify estimates

Whether
management
have used an
expert

Assets are assessed at the year-end for any
indication that an asset may be impaired.
Where indications exist and any possible
differences are estimated to be material, the
recoverable amount of the asset is estimated
and, where this is less than the carrying
amount of the asset, an impairment loss is
recognised for the shortfall.

Assets are assessed
at each year-end as to
whether there is any
indication that an asset
may be impaired.
This assessment is made
by the internal valuer for
land and buildings and by
Property Services
Manager and capital
accountant (and other
relevant officers for the
asset type) for other
assets.

Use of Urban
Vision augmented
with internal
Property Services
(RICS valuer) for
buildings
valuations.
Other assets
considered by
Services Manager
and capital
accountant

Valuations are made in-line with No
RICS guidance - reliance on
expert.

At the inception of the lease the liability is
the lower of the fair value of the asset or
present value of the minimum lease
payments. Payments are split between the
finance charge and the element that reduces
the liability.

Finance review contracts
and payments over the deminimus level to ensure
the lease is categorised
correctly as a finance
lease or an operating
lease.

May obtain
guidance to support
lease
classifications.

Assets recognised under
No
finance leases are accounted
for using the policies applied
generally to such assets,
subject to depreciation being
charged over the lease term if
this is shorter than the asset’s
estimated useful life (where
ownership of the asset does not
transfer to the Council at the
end of the lease period).

Calculations supported by
lease documents.
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Underlying
assumptions:
- Assessment of
degree of uncertainty
- Consideration of
alternative estimates

Has there
been a
change in
accounting
method in
year?

Estimate

Pension liability
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Non adjusting
events - events
after the BS date

Bad Debt
Provision.
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Method / model used to make
the estimate

Controls used to
identify estimates

Whether
management
have used an
expert

The Council is an admitted body to the
Staffordshire Local Government Pension
Scheme. The administering authority (the
County Council) engage the Actuary who
provides the estimate of the pension liability.

Payroll data is provided to Consulting actuary
the Actuary.
Management reconcile this
estimate of contributions to
the actuals paid out in the
year.

S151 Officer makes the assessment. If the
event is indicative of conditions that arose
after the balance sheet date then this is an
unadjusting event. For these events only a
note to the accounts is included, identifying
the nature of the event and where possible
estimates of the financial effect
A provision is estimated using a proportion
basis of an aged debt listing.

Managers notify the s151
officer

This would be
considered on
individual
circumstance.

The finance team obtain
the aged debt listing from
the sales ledger, local
taxation and rental
systems to calculate the
provision

No
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Underlying
assumptions:
- Assessment of
degree of uncertainty
- Consideration of
alternative estimates

Has there
been a
change in
accounting
method in
year?

As disclosed in the actuary's
No
report. Complex judgements
including the discount rate
used, rate at which salaries are
projected to increase, changes
in retirement ages, mortality
rates and expected returns on
pension fund assets.
This would be considered on
N/a
individual
circumstance.

Consistent proportion used
across aged debt as per the
Code.

No

Estimate

Provisions for
liabilities.
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Method / model used to make
the estimate

Controls used to
identify estimates

Provisions are made where an event has
Charged in the year
taken place that gives the Council a legal or that the Council becomes
constructive obligation that probably requires aware of the obligation.
settlement by a transfer of economic
benefits, but where the timing of the transfer
is uncertain. Provisions are charged as an
expense to the appropriate service line in the
CI&ES in the year that the Council becomes
aware of the obligation, and are measured at
the best estimate at the balance sheet date
of the expenditure required to settle the
obligation, taking into account relevant risks
and uncertainties.
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Whether
management
have used an
expert

No

Underlying
assumptions:
- Assessment of
degree of uncertainty
- Consideration of
alternative estimates

Has there
been a
change in
accounting
method in
year?

Estimated settlements are
No
reviewed at the end of each
financial year – where it
becomes less than probable
that a transfer of economic
benefits will now be required (or
a lower settlement than
anticipated is made), the
provision is reversed and
credited back to the relevant
service. Where some or all of
the payment required to settle a
provision is expected to be
recovered from another party
(e.g. from an insurance claim),
this is only recognised as
income for the relevant service
if it is virtually certain that
reimbursement will be received
by the Council.

Estimate

Accruals
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Method / model used to make
the estimate

Finance team collate accruals of expenditure
and income. Activity is accounted for in the
financial year that it takes place, not when
money is paid or received.
While processes and procedures will be
maintained to capture all accruals, resources
will be focused on identifying individual
transactions of £5,000 and above

Controls used to
identify estimates

Review financial systems No
to identify where goods
have been received but not
paid for.

Requests of service
managers to identify any
other goods or services
received or provided but
An Accumulated Absences creditor balance not paid for , concentrating
is at £109,000 to reflect the value of time
on transactions greater
owed to employees for accrued holidays,
than £5,000.
TOIL (time off in lieu) and flexitime. This
balance is based on an historic value subject Review of circumstances
to annual review and amendment where
that indicate the approach
there have been significant changes in staff to annual leave accrual is
numbers or working patterns
no longer valid.
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Whether
management
have used an
expert
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Underlying
assumptions:
- Assessment of
degree of uncertainty
- Consideration of
alternative estimates
Accruals for income and
expenditure often based on
known values.
Where accruals are estimated
the latest available information
is used.
The value of the accruals below
the threshold of £5,000
identified in prior years is not a
material amount.
The annual leave accrual is
based on historic records. An
annual review will be performed
to assess whether there any
circumstances that mean the
historic calculation of annual
leave is no longer a reasonable
estimate and whether the
survey process needs to be
performed on a partial or
complete basis. Events likely to
trigger such a decision would
be significant changes in staff
numbers or working patterns.

Has there
been a
change in
accounting
method in
year?
No

Estimate

Measurement of
Financial
Instruments

Method / model used to make
the estimate
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Financial assets are required to be classified
and measured at fair value, with any
changes in fair value recognised in Profit
and Loss. The valuation should, where
material, reflect any change in expected
future cash flows. Thus for instance if there
arises an expectation that future cash flows
from an investment will be reduced this
would impact on the current carrying value of
that financial instrument.

Controls used to
identify estimates

Annual review of financial
instruments to identify
where possibility of
changed future cash flows.
Where likely quantify using
best estimates.

The Finance Team identify those assets
where future cash flows are not now
anticipated to be as expected at initial
recognition of the instrument. Where
material these changed cash flows are used
to restate the carrying value of the financial
instrument. This requires both estimation of
future cash flows and their impact on the
current carrying value of the instrument.
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Whether
management
have used an
expert

Underlying
assumptions:
- Assessment of
degree of uncertainty
- Consideration of
alternative estimates

When considered
necessary the
Council’s treasury
advisers will be
consulted.

The Authority’s Treasury
Management Strategy is such
that investments are restricted
to low risk entities.

Has there
been a
change in
accounting
method in
year?

Yes. IFRS9 has
introduced the need
to reflect ‘future
losses’ in the
reported carrying
Where instruments have arisen value of financial
out of operational requirements instruments.
to support the aims of the
council then the level of
knowledge about the third
parties is such that risk is
minimised.
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Appendices Attached
Appendix 1 - Annual Governance Statement 2017-18 Action Plan Update
1.

Reason for the Report

1.1

Regulation 6 (1) (a) of the Accounts and Audit Regulations 2015 requires the
Council to conduct a review each financial year of the effectiveness of its
system of internal control and approve an Annual Governance Statement
(AGS).

1.2

The statement needs to be prepared in accordance with proper practices in
relation to accounts and must be approved in advance of the Council
approving the statement of accounts. ‘Proper practices in relation to accounts’
relates to those accounting practices which are contained in a code of practice
or other document which is identified for the purposes of this provision by
regulations made by the Secretary of State. Such guidance is contained in the
CIPFA/SOLACE framework and guidance on ‘Delivering Good Governance in
Local Government’.

2.

Recommendation

2.1

That the committee note the progress information contained within this report.

3.

Executive Summary

3.1

The production of the 2017/18 AGS was undertaken in line with CIPFA
guidance. The process was co-ordinated through a Corporate Governance
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Management Group containing the key officers who are given ultimate
responsibility for drafting the AGS, evaluating assurances and the supporting
evidence. Once the AGS has been produced it is required to be reviewed and
approved by an independent review body of the Council. Members will recall
that this was undertaken by the Audit & Accounts Committee on 27th July
2018.
3.2

In essence, the AGS is the formal statement that recognises, records and
publishes our governance arrangements as defined in the CIPFA/SOLACE
framework ‘Delivering Good Governance In Local Government’. It is also
important to recognise that the purpose of the AGS is not just to be
‘compliant’, but also to provide an accurate representation of the
arrangements in place during the year and to highlight those areas where
improvement is required. This will also demonstrate to stakeholders what
those arrangements are. An action plan containing all of the required actions
to address identified weaknesses, including the significant issues detailed in
the AGS, was therefore created.

3.3

Progress against the required actions is monitored by the Corporate
Governance Management Group during the following financial year and details
fed into the evidence gathering process for the production of the following
years Annual Governance Statement. The actions identified for each issue
will, if implemented, minimise the risks faced by the Council. No system of
review can give full assurance that all risks have been minimised and all
controls have been operating effectively throughout the year, only reasonable
assurance can be given.

4.

How this report links to Corporate Priorities

4.1

The Annual Governance Statement is the formal statement that recognises,
records and publishes the Council’s governance arrangements as defined in
the CIPFA/SOLACE framework and therefore helps to confirm effective use of
financial and other resources to ensure value for money.

5.

Alternative Options

5.1

There are no options to consider.
ANDREW P STOKES
Executive Director (Transformation) and Chief Finance Officer

Web Links and
Background Papers

Location

Contact details

CIPFA/SOLACE Publication
– Delivering Good
Governance In Local
Government: Framework
and Guidance Notes for
English Authorities 2016
Editions

Moorlands House - Leek

Andrew P Stokes
Executive Director
(Transformation) & Chief
Finance Officer
e-mail:
andrew.stokes@staffsmoorlands
.gov.uk
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6.

Detail

6.1

The AGS is a key corporate document. The most senior officer and the most
senior member (the Leader) have joint responsibility as signatories for the
accuracy and completeness of the AGS. The signatories need to ensure that
the AGS accurately reflects the governance framework for which they are
responsible. In order to achieve this they are likely to rely on many sources of
assurance, such as:


The Chief Financial Officer and the Monitoring Officer - the statutory
functions undertaken by these two officers provide a key source of
assurance that the systems and procedures of internal control that are in
operation are effective, efficient and are being complied with on a routine
basis. Both officers are involved in the production of the AGS.



Management – Senior managers are charged with the responsibility of
ensuring that policies within their service area are complied with and are
held accountable for their actions/operations in delivering the service and
achieving objectives. All Directors, Heads of Service and Service
Managers were asked to complete and sign a Managers Assurance
Statement to document the level of assurance that they could give for the
internal controls in place in their service area and their effectiveness with
regard to ensuring accountability, prudence, VFM, data quality,
compliance with policy, Financial Regulations and Procedure Rules,
Contract Procedure Rules and delivery of the Council’s objectives. In
providing this assurance, Directors, Heads of Service and Service
Managers were asked to identify any material issues where they consider
the controls are not adequate or are absent. In providing such assurance
statements it is accepted that Managers can only be expected to give
reasonable assurance for their service area of activity and not a full
guarantee.



Internal Audit - The Public Sector Internal Audit Standards (PSIAS)
defines Internal Audit as “an independent, objective assurance and
consulting activity designed to add value and improve an organisation’s
operations. It helps an organisation accomplish its objectives by bringing a
systematic, disciplined approach to evaluate and improve the
effectiveness of risk management, control and governance processes.”
Internal Audit produces an annual report that gives a summary of its work
and provides an independent and objective opinion on the authority’s
activities. The annual report and the work of Internal Audit have been used
to inform the AGS. A review of the effectiveness of the system of internal
audit has been undertaken to ensure that reliance can be placed on the
work of internal audit and its contribution to the AGS.



Risk Management – the Council’s strategic risk register details those
issues considered to be a risk which may prevent the Council from
achieving its corporate objectives and outlines the controls in place to
mitigate those risks. This source of assurance has been used to inform the
AGS.
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External Audit and Other Review Agencies – assurance can be taken
from the work of external bodies such as the Council’s external auditors.
Work undertaken by the external auditors has been used to inform the
Annual Governance Statement.

6.2

At the centre of the production of the 2017/18 statement is a Corporate
Governance Management Group who are given ultimate responsibility for
drafting the AGS, evaluating assurances and the supporting evidence and this
group has been established for a number of years. Each member of the group
has supplied assurances and evidence to support the various elements of the
AGS and action points to address weaknesses, some of which are significant
and warrant specific mention in the AGS itself, have been drawn up in an AGS
Action Plan.

7.

Progress with the Actions Identified in the AGS

7.1

The attached AGS Action Plan (Appendix 1) outlines the progress made
against the required actions as at the end of December 2018. The main
actions that have been completed are summarised below:

7.2



The Council’s revised recruitment policy has been implemented and is
available via the intranet.



The district profile has been updated and included in the Ward Data area
of the intranet.



The revised Corporate Plan has been communicated to all staff through
the Core Brief and ‘Keeping You Informed’ and is available on the Intranet.



Equality Impact Assessments have been integrated into the report writing
module of Modern Gov.

The actions that are still being progressed are summarised below:


Training for managers in completion of the consultation section of
committee reports is planned as part of the introduction of the report
writing module of the Modern Gov system.



A system for embedding partnership risks and effectiveness in the
performance management system has been designed and will be in place
for 2019/20.



A revised Procurement Strategy is now due for presentation during 2019
which will include reference and if deemed applicable defined processes in
relation to Social Value.



The Scheme of Delegations will be updated following amendments to the
management structure.
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7.3



The Risk Management Strategy will be reviewed and formally approved
and adopted by the end of February 2019.



Further work is ongoing to develop the approach to identifying and
managing corporate fraud risk to ensure compliance with the Code of
Practice on Managing the Risk of Fraud and Corruption (CIPFA 2014).



The next and final tranche of the transfer of services to AES (street
cleansing and grounds maintenance) will take place in April 2019 – the
governance arrangements will be subject to audit during 2019/20.

Members are requested therefore to note the content of the attached Action
Plan.
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APPENDIX 1
SMDC ANNUAL GOVERNANCE STATEMENT 2017/18 – ACTION PLAN
Ref.

Supporting Principles

CP1.7

Developing and
maintaining robust policies
and procedures which
place emphasis on agreed
ethical values.

Examples of systems,
processes, documentation
& other evidence
demonstrating compliance
Appraisal processes take
account of values and
ethical behaviour

Action/Assurance required

Responsibility

Timescale /
Priority

Position @ 31/12/18

Recruitment policy under
review completion sept
2018

OD &
Transformation
Manager

31/12/18

The recruitment policy has
been implemented and is
available via the intranet.

Ensure the (Implications)
consultation section of
reports is completed
consistently and complies
with the Council’s
consultation policy/strategy.

Democratic &
Community
Services
Manager

31/03/19

Training for managers is
planned as part of the
introduction of the report
writing module of the
Modern Gov system.

Staff appointments policy
Procurement policy

CP2.4

Community strategy

CP2.6

Developing formal and
informal partnerships to
allow for resources to be
used more efficiently and
outcomes achieved more
effectively.

Database of stakeholders
with whom the authority
should engage and for
what purpose and a record
of an assessment of the
effectiveness of any
changes

Consider embedding into
the Councils performance
management process.

Democratic &
Community
Services
Manager

31/03/19

A system for embedding
partnership effectiveness
in the performance
management system has
been designed and will be
in place for 2019/20.

CP2.10

Encouraging, collecting and
evaluating the views and
experiences of
communities, citizens,
service users and
organisations of different
backgrounds including
reference to future needs.

Communications strategy

Update the district profile,
undertake further research
and add to the intranet as a
resource for managers.

Democratic &
Community
Services
Manager

31/03/19

This information is
included in the Ward Data
area of the intranet.
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Using formal and informal
consultation and
engagement to determine
the most appropriate and
effective
interventions/course of
action.

Use of consultation
feedback
Citizen survey

Joint strategic needs
assessment

Ref.

Supporting Principles

CP3.1

Having a clear vision which
is an agreed formal
statement of the
organisation’s purpose and
intended outcomes
containing appropriate
performance indicators
which provides the basis
for the organisation’s
overall strategy, planning
and other decisions
Ensuring fair access to
services
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CP3.9

CP4.5

CP4.14

Examples of systems,
processes, documentation
& other evidence
demonstrating compliance
Vision used as a basis for
corporate and service
planning

Action/Assurance required

Responsibility

Publication of refreshed
Corporate Plan 2015-2019
after Council approval in
July 2018.

Information
Business Partner

31/03/19

Action Completed.
Revised Corporate Plan
available on intranet and
publicised through Core
Brief.

Protocols ensure fair
access and statutory
guidance is followed

Ensure equality issues are
consistently considered
and reported integrated into
the Modern Gov system.

Democratic &
Community
Services
Manager

31/03/19

Considering and monitoring
risks facing each partner
when working
collaboratively including
shared risks

Partnership framework

Consider embedding into
the Councils performance
management process

Democratic &
Community
Services
Manager

31/03/19

Ensuring the achievement
of “social value” through
service
planning
and
commissioning. The Public
Services (Social Value) Act
2012 states that this is “the
additional benefit to the
community…over
and
above the direct purchasing
of goods, services and
outcomes”

Service plans demonstrate
consideration of “social
value”

New Procurement Strategy
to be presented during
2018 – this will be
considered within the
report.

Finance &
Procurement
Manager

31/12/18

Equality Impact
Assessments have been
integrated into the report
writing module of Modern
Gov.
A system for embedding
partnership risks in the
performance management
system has been designed
and will be in place for
2019/20.
Procurement Strategy now
due for presentation
during 2019 which will
include reference and if
deemed applicable
defined processes in
relation to Social Value.

Risk management protocol

Achievement of “social
value” is monitored and
reported upon

Timescale /
Priority

Position @ 31/12/18

Ref.

Supporting Principles

CP5.6

Publishing a statement that
specifies the types of
decisions that are
delegated and those
reserved for the collective
decision making of the
governing body.

CP6.2
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CP6.10

CP6.11

Implementing robust and
integral risk management
arrangements and ensuring
that they are working
effectively.
Evaluating and monitoring
the authority’s risk
management and internal
control on a regular basis
Ensuring effective counter
fraud ad anti-corruption
arrangements are in place

Examples of systems,
Action/Assurance required
processes, documentation
& other evidence
demonstrating compliance
Scheme
of
delegation Revised delegations being
reviewed at least annually drafted.
in the light of legal and
organisational changes.
Standing
orders
and
financial regulations which
are reviewed on a regular
basis.
Risk management
strategy/policy formally
approved and adopted and
reviewed and updated on a
regular basis.
Risk management
strategy/policy has been
formally approved and
adopted and is reviewed
and updated on a regular
basis
Compliance with the Code
of Practice on Managing
the Risk of Fraud and
Corruption (CIPFA 2014)

Responsibility

Timescale /
Priority

Position @ 31/12/18

Democratic &
Community
Services
Manager

31/03/19

Delegations
will
be
updated
following
amendments
to
the
management structure.

Review in Feb 2019

Information
Business Partner

31/03/19

Risk
Management
Strategy is due to be
reviewed by end of Feb
2019. On target.

Review in Feb 2019

Information
Business Partner

31/03/19

Risk
Management
Strategy is due to be
reviewed by end of Feb
2019. On target

Relevant Policies in place,
further work ongoing.

Audit Manager

31/03/19

Further work ongoing in
tandem with PSIAS action
plan.

Ref.

Supporting Principles

Significant governance
issues identified in 2017/18
Annual Governance
Statement.

Examples of systems,
processes, documentation
& other evidence
demonstrating compliance
There is an imminent
change in the operation
model for the Council’s
waste collection, street
cleansing and grounds
maintenance services.

Action/Assurance required

Responsibility

The new company
arrangements will continue
to be developed and
implemented with the
Waste Collection and Fleet
Management tranche
taking place in July 2018.

Executive
Director
(Transformation)

Timescale /
Priority
31/03/19

Position @ 31/12/18

The Waste Collection &
Fleet
Management
transfers
are
now
complete. The next and
final
tranche
(street
cleansing and grounds
maintenance) will take
place in April 2019 – the
governance arrangements
will be subject to audit
during 2019/20
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Agenda Item 8
STAFFORDSHIRE MOORLANDS DISTRICT COUNCIL
Report to Audit & Accounts Committee
8th February 2019
TITLE:

Treasury Management Update

PORTFOLIO HOLDER:

Councillor Ralphs - Leader

CONTACT OFFICERS:

Claire Hazeldene – Finance & Procurement
Manager
Emily Bennetts – Finance Business Partner

WARDS INVOLVED:

Non-specific

Appendices Attached:
Appendix A – Treasury Management Mid-Year Update Report to 31st
December 2018
1.

Reason for the Report

1.1.

The purpose of the report is to allow the robust scrutiny of the Council’s
treasury management performance in 2018/19 in compliance with the
Chartered Institute of Public Finance and Accountancy (CIPFA) Code of
Practice on Treasury Management and generally accepted good practice.

2.

Recommendation

2.1.

That the Committee note the current treasury management position as at 31st
December 2018

3.

Executive Summary

3.1.

The CIPFA Code of Practice on Treasury Management was adopted by the
Council in February 2010. This Council fully complies with its requirements,
one of which is to produce at least one mid-year operational report.

3.2.

This report comprises the following:





The latest interest rate forecast;
Investment income earned to date and projected for 2018/19;
The current investment portfolio;
The current and projected borrowing requirements with projected
borrowing costs for 2018/19; and
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3.3.

Compliance against prudential and treasury indicators set in the Treasury
Management Strategy 2018/19.

The main headlines include:









The Bank of England base rate remains unchanged at 0.75%.
A shortfall of £10,000 is forecast against the investment income budget
due to increased internal borrowing which reduces funds available to
invest.
The Ascent debenture income budget is on target and a small shortfall of
£6,500 is currently forecast against the loan income budget pending the
outcome of the Ascent Business Plan review.
The borrowing costs budget to support the existing Ascent loan balance
and a potential general fund borrowing requirement is currently forecast to
be £67,000 under budget owing to the use of internal borrowing and some
re-profiling of the capital programme.
The average return on investments was 0.63% during the period 1st
October to 31st December. This compares favourably to short-term
industry benchmarks.
The Council’s investment portfolio totalled £6.8 million spread across four
separate institutions as at 31st December 2018.
The Council’s current level of debt is £7 million at an average annual
borrowing rate of 1.88%.

4.

How this report links to Corporate Priorities

4.1.

An effective treasury management function is critical in safeguarding and
effectively managing the financial resources at the Council’s disposal.
Sufficient financial resources are required to deliver and underpin all of the
Council’s main priorities.

5.

Alternative Options

5.1.

This report sets out the treasury management position for Staffordshire
Moorlands District Council for 2018/19 to date and the projected outturn. As
such it is a statement of fact and there are no options.
ANDREW P STOKES
Executive Director (Transformation) and Chief Finance Officer

Web Links and
Background Papers

Location

‘Treasury Management – Governance &
Scrutiny Arrangements’ (Audit & Accounts
Committee September 2009)

Finance & Procurement
Moorlands House, Leek

‘Treasury Management Strategy Statement
2018/19’ (Audit & Accounts Committee
February 2018, Revised at Council May 2018)

Contact details
Claire Hazeldene
Finance & Procurement Manager
Claire.Hazeldene@staffsmoorlands
.gov.uk
Emily Bennetts
Finance Business Partner
emily.bennetts@staffsmoorlands.g
ov.uk
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Appendix A

Treasury Management Update
31st December 2018
1. Introduction
2. Economic Forecast – Interest Rates
3. Investment Income
4. Investment Portfolio
5. Borrowing Position
6. Prudential Indicators
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1.

Introduction

1.1. Treasury Management is defined as “The management of the 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”.
1.2. The Council has adopted CIPFA’s revised Code of Practice for Treasury
Management which recommends that Members should be updated on
Treasury Management activities at least twice a year.
1.3. The Audit & Accounts Committee has delegated responsibility for
scrutinising the treasury function. The Committee’s role includes approval
of the annual treasury management strategy and scrutiny of operational
treasury management reports. Decisions taken by the Audit & Accounts
Committee are reported to full Council.
1.4. The Treasury Management Strategy Statement (TMSS) for 2018/19 was
approved by Council on 9th February 2018 and revised on 16th May 2018 to
incorporate changes to the capital programme. This report details treasury
management performance up to the 31st December 2018 and projects
forward for the remainder of the financial year.
2.

Economic Forecast – Interest Rates

2.1. The Council’s treasury advisers, Link Asset Services (‘Link’), provide the
latest bank rate and PWLB (Public Works Loan Board) forecast:
%
Bank Rate
5yr PWLB
rate
10r PWLB
rate
25yr PWLB
rate
50yr PWLB
rate

Mar19
0.75

Jun19
1.00

Sep19
1.00

Dec19
1.00

Mar20
1.25

Jun20
1.25

Sep20
1.25

Dec20
1.50

Mar21
1.50

Jun21
1.75

Sep21
1.75

Dec21
1.75

Mar22
2.00

2.10

2.20

2.20

2.30

2.30

2.40

2.50

2.50

2.60

2.60

2.70

2.80

2.80

2.50

2.60

2.60

2.70

2.80

2.90

2.90

3.00

3.00

3.10

3.10

3.20

3.20

2.90

3.00

3.10

3.10

3.20

3.30

3.30

3.40

3.40

3.50

3.50

3.60

3.60

2.70

2.80

2.90

2.90

3.00

3.10

3.10

3.20

3.20

3.30

3.30

3.40

3.40

2.2. After the August 2018 increase in Bank Rate to 0.75%, the first above
0.50% since the financial crash, the Monetary Policy Committee (MPC) has
since then put any further action on hold amidst the uncertainty around
Brexit. Link have commented that their interest rate forecasts are based on
a central assumption that there is an agreement on a reasonable form of
Brexit – in this scenario they anticipate an increase in Bank Rate in May
2019 with other increases thereafter slow and steady. However, in the event
of a disorderly Brexit, cuts in Bank Rate could occur.
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3.

Investment Income

3.1. Interest earned on investment deposits up to 31st December 2018 totalled
£40,430. The Council has budgeted to receive £73,590 in investment
income in 2018/19. The budget was set with the potential for one rate rise of
0.25% during 2018/19. After this occurred the expectation is that the
interest income would achieve the budgeted level, however the level of
internal borrowing has increased during quarter 3 pending refinancing
decisions meaning there were less funds available to invest. Therefore a
shortfall of £10,000 is forecast on the investment income budget.
3.2. The average interest rate achieved on the Council’s investments is shown
in the table below; this compares favourably to the LIBID rates, the
recognised industry benchmark:
Average
Rate Q1
0.57%
0.85%
0.54%

Average
Rate Q2
0.66%
0.85%
0.64%

Average
Rate Q3
0.63%
0.85%
0.60%

Benchmarks
*LIBID 7 day rate
*LIBID 3 month rate
*LIBID 6 month rate
*LIBID 12 month rate

0.36%
0.55%
0.67%
0.84%

0.51%
0.66%
0.76%
0.91%

0.58%
0.74%
0.85%
1.00%

Base Rate at the end of the period

0.50%

0.75%

0.75%

Comparator
SMDC Average
SMDC long-term fixed (>364 days)
SMDC short-term fixed (<364 days)
SMDC instant access

*LIBID = London Inter Bank Bid Rate

3.3. The table below highlights the level of investment activity and the rates
obtained in the period from 1st October to 31st December 2018.
Investments are made in line with Link’s creditworthiness guidance and the
duration limits applied to each colour banding.
Institution
No fixed term investments
made during the period
Reserve Accounts
(instant access accounts and money
market funds)

Country
of
Domicile

UK

Amount

Length

Rate

£1,733,759

Various

0.60%

(daily average)

3.4. The rates achieved by the Council vary by institution, by duration of
investment and by the timing of when the investment was made. The
Council’s lending criteria restricts the number of financial institutions that
are eligible to be on the lending list, and the amount that can be invested
with eligible counterparties (and counterparty groups) at any one time.
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3.5. The majority of the investment portfolio is held on a short-term basis (<1
year). The Council continues to utilise same day access business accounts,
money market funds, fixed term deposits, and certificates of deposits (via
the use of custodian, King & Shaxson), which offer competitive rates and
access to banks that would not necessarily deal direct with the Authority for
the sums invested.
Ascent Joint Venture
3.6. The Council has entered into a Joint Venture with Your Housing Limited to
provide affordable housing across the District. Each party committed to
providing a £5million debenture to the Joint Venture Company, Ascent LLP,
which pays an interest rate of 2.0% on debenture monies drawn. The
principal funds are ultimately repayable to the Council within 25 years. The
full £5million had been transferred by the end of 2014/15. Therefore, the
budgeted £100,000 interest income from this debenture is on target.
3.7. The Council also agreed to provide a loan facility of £20 million, with interest
payable based on the PWLB rate at the date of each drawdown for the
specified period plus a 1.25% risk premium. The initial loan was for a period
of 5 years with an option to refinance on maturity.
3.8. As at 31st March 2016, £14million had been drawn. There have been no
further drawdowns since. The original loan agreement states that the loan is
repayable in tranches on the fifth anniversary of the first drawdown of each
tranche. The first tranche of £7million was refinanced on 11th October 2017
for a period of 1 year whilst the Ascent LLP business plan was being
reviewed, this was rolled again for a shorter period whilst the review is
being finalised. The rate charge on the refinanced portion is 3.05%
(previously 2.61%) including the 1.25% risk premium.
3.9. A small shortfall of £6,500 is currently forecast against the income budget of
£446,690, although this is subject to review pending the outcome of the
overall Ascent business plan.
4.

Investment Portfolio

4.1. The Council manages its investments in-house and invests with financial
institutions meeting the Council’s approved lending criteria. The Council’s
investment portfolio at 31st December 2018 totalled £6,843,000, as shown
in the table below:
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Financial Institution
NatWest Bank
Money Market Funds
Lloyds Bank
Bank of Scotland

Country
of
Domicile
UK
UK
UK
UK

TOTAL

Amount

Maximum recommended
lending duration

£3,993,000
£1,700,000
£1,000,000
£150,000

BLUE (12 months)
WHITE (12 months)
ORANGE (12 months)
ORANGE (12 months)

Interest
rate at end
of period
0.30%
0.74%
0.85%
0.65%

£6,843,000

4.2. The maximum investment term, as recommended by Link, is shown by
colour banding in the table below:

PURPLE

Maximum Duration
of Investment
Up to 2 years

UK
Banks
£4.0m

International
Banks
£3.0m

ORANGE

Up to 12 months

£3.6m

£2.4m

RED

Up to 6 months

£3.0m

£2.0m

GREEN

Up to 100 days

£2.6m

£1.6m

Up to 1 year

£4.0m

n/a

Up to 1 year

£6.0m

n/a

Up to 1 year

£3.6m

n/a

Colour Banding

BLUE (Part & fully nationalised
financial institutions)
BLUE (NatWest)
Money Market Funds

4.3. Group limits are also applied:

BLUE
PURPLE
ORANGE
RED
GREEN

Portfolio
(% of
highest
balance*)
20%
20%
18%
15%
13%

Money Market Funds

18%

Category

Individual
Principal
Limit

Portfolio %
increased by
50%

Group
Principal
Limit

£4.0m
£4.0m
£3.6m
£3.0m
£2.6m

30%
30%
27%
23%
20%

£6.0m
£6.0m
£5.4m
£4.6m
£4.0m

£3.6m

23%

£4.6m

4.4. The average annual level of funds available for investment up to 31st
December 2018 was £8.5million. Investments are generally made up of
short-term cash and core cash. Short-term cash is dependent on the timing
of major payments e.g. precept payments, salaries and creditor payments,
and major receipts e.g. receipt of grants and Council Tax direct debits.
Core cash is dependent on capital programme commitments.
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5.

Borrowing Position

5.1. In accordance with the Local Government Act 2003, it is a statutory duty of
the Council to determine and keep under review how much it can afford to
borrow. Therefore, the Council establishes ‘affordable borrowing limits’ as
part of the prudential indicators within the approved Treasury Management
Strategy Statement.
5.2. The Council’s outstanding borrowing at 31st December 2018 totalled
£7,000,000 as detailed in the table below:
Lender
Local Authority Loans

External
Borrowing
£7,000,000

Average
Interest Rate
1.88%

Maturity period
Up to 2 years

5.3. The ‘operational boundary’ (£26,607,000) and ‘authorised limit’
(£25,107,000) indicators govern the maximum level of external borrowing to
fund the capital programme, plus any short-term liquidity requirements. The
current level of borrowing is well within prudential limits.
5.4. The ‘operational boundary’ and ‘authorised limit’ were set to account for:
- the general fund borrowing requirement
- outstanding finance lease payments;
- an allowance for borrowing to cover short-term liquidity; and
- funding the loan to the Joint Venture Company, Ascent.
5.5. There has been no ‘new’ borrowing so far during the year. The total external
borrowing of £7million all relates to funding the Ascent loan; £7million of the
total £14million Ascent loan balance is therefore internally funded at 31st
December 2018. This is made up of the £2million loan which matured at the
end of 2016/17 and, more recently, loans of £5million which matured in
October and November 2018. The treasury team will continue to monitor the
appropriate time to refinance these loans and externally borrow any of this
requirement based on the profile of spend and continuing opportunities to
‘internally’ borrow, considering the movement in interest rates and the cost of
carry of any borrowings taken.
5.6. The £272,760 budget for borrowing costs was based on externally funding
the full Ascent loan balance of £14million and the potential for £2.2million of
new loans to be taken mid-year to support the general fund borrowing
requirement. An underspend of £67,000 is currently forecast against the
budget due to continuing internal borrowing and profiling of the capital
programme.
6.

Prudential Indicators

6.1. The Council has operated within the treasury management and prudential
indicators set in its Treasury Management Strategy Statement 2018/19 and
complies with the Council’s Treasury Management Practices.
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Agenda Item 9
STAFFORDSHIRE MOORLANDS DISTRICT COUNCIL
Report to the Audit & Accounts Committee
8th February 2019
TITLE:

Treasury Management Strategy Statement (TMSS)
2019/20

PORTFOLIO HOLDER:

Cllr Sybil Ralphs – Leader

CONTACT OFFICER:

Claire Hazeldene – Finance & Procurement
Manager
Emily Bennetts – Finance Business Partner

WARDS:

Non-Specific

Appendices Attached:
Appendix A - Treasury Management Strategy Statement 2019/20
1.

Purpose of the Report

1.1.

The purpose of the report is to allow members of the Committee to consider
and endorse the Council’s Treasury Management Strategy for 2019/20,
ensuring that its capital and treasury activities for the next four years are
affordable and properly managed.

2.

Recommendation

2.1.

That the Annual Treasury Management Strategy Statement (TMSS) 2019/20
is recommended to Council for approval.

3.

Executive Summary

3.1.

The Council is required, in accordance with the Local Government Act 2003,
to produce an annual Treasury Management Strategy Statement before the
commencement of each financial year.

3.2.

The Local Government Act 2003 and supporting regulations require the
Council to ‘have regard to’ the Chartered Institute of Public Finance &
Accountancy (CIPFA) Prudential Code and Treasury Management Code of
Practice. The Council is required to set prudential and treasury indicators for
the next four years to ensure that the Council’s capital investment plans are
affordable, prudent and sustainable.

3.3.

The 2019/20 Treasury Management Strategy Statement comprises three
principal areas:
a.
Capital Programme (section 6)
 The

capital plans and the prudential indicators

 The

minimum revenue provision (MRP) Policy
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b.

c.

Treasury Management (section 7)


Current Treasury position



Treasury Indicators



Prospects for Interest Rates



The Borrowing Strategy

The Annual Investment Strategy (section 8)


Investment Policy



Creditworthiness Policy



Investment Income

3.4.

Members are asked to note the controls that have been put in place to
manage the Council’s treasury management risks and activities and to
endorse the Treasury Management Strategy for 2019/20.

4.

How this report links to Corporate Priorities

4.1.

Effective treasury management is critical to the safeguarding and
management of the financial resources at the Council’s disposal. Sufficient
financial resources are required to deliver and underpin the Council’s
corporate priorities.

5.

Options

5.1.

This report sets the proposed treasury management approach based upon the
Council’s financial plans.

6.

Implications

6.1.

Community Safety - (Crime and Disorder Act 1998)
None

6.2.

Workforce
None

6.3.

Equality and Diversity/Equality Impact Assessment
This report has been prepared in accordance with the Council's equality
and diversity policies.

6.4.

Financial Considerations
Financial considerations are embedded throughout the report.

6.5.

Legal
None

6.6.

Sustainability
None
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6.7.

Internal and External Consultation
None

6.8.

Risk Assessment
There are a number of inherent financial risks associated with treasury
management activity, not least the potential for loss of interest and/or deposits.
The Council has engaged Link Asset Services as its treasury management
advisors.
Investment and borrowing decisions are made in accordance with the
Council’s formally adopted Treasury Management Strategy, which is the
subject of this report. The Strategy includes a number of risk management
features such as the overriding priority that security of deposit takes
precedence over return on investment.

ANDREW P STOKES
Executive Director (Transformation) and Chief Finance Officer
Background Papers

Location

Contacts

‘Treasury Management –
Governance and Scrutiny
Arrangements’
(Audit & Accounts
Committee Sep 09)

Moorlands House, Leek

Claire Hazeldene
Finance & Procurement Manager
Tel. 01538 395400 #4191
Emily Bennetts
Finance Business Partner
Tel. 01538 395400 #4186
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Equality Impact Assessment (EIA) Form
NAME OF COUNCIL

SECION 1: Initial Screening
Name of policy1 or function2 being assessed

Policy / Function Status
New

Responsible Service Area

Revised

Existing

Date Form Completed

Lead Officer for this Assessment

Contact Number

Does the policy or function have any implication or relationship to the Council’s equality
duties? (See summary on back page) Yes/No/Possibly
Does/Will the policy or function have an impact on the availability, eligibility, quality or cost
of a service to individuals, households, communities or specific groups of people?
Yes/No/Possibly
Does/Will the policy or function have an impact on the quality of life of individuals,
households, communities or specific groups of people? Yes/No/Possibly
Does/Will the policy or function have an impact on the opportunities for individuals,
households, communities or specific groups of people to improve their lives in some
specific way? Yes/No/Possibly
If yes/possibly to any of the above questions then please complete section 2.
If No to all the above questions then please provide a brief summary explanation of why the
policy/function requires no further consideration with respect to the Council’s equality
duties.

1

Definition of policy = This can include policies, procedures, guidance, strategies and/or plans

Definition of function = Broad areas of activity, duties or powers – usually a service or set of services, including
services which are provided internally
1

2
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SECTION 2:
2.1: Identifying the aims of the policy or function
Summarise: the main aims, objectives and/or purpose and scope of the policy, practice,
service or function.

Who is/are the intended customer or beneficiary of this policy or function?

2
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2.2: Evidence of Impact
What evidence or data is being used to inform the Council’s understanding of the impact
of the decision about this policy or function on equality target groups? (Please list and
note where the evidence/data is held.)
Note: Evidence from consultation/ engagement is particularly powerful and Appendix 1 includes
guidance.

Are there gaps/weaknesses in the available evidence/data which limit our understanding
of the impact?
Yes/No Detail:

If yes: How significant are these gaps?
Not Significant – can proceed to
Justification:
decision
Significant but can proceed to
decision

Justification & action to be taken:

Significant and requires further
investigation prior to a decision
being made.

Summarise the plan of action:

3
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2.3: Assessment of impact
Taking into account all the evidence available to you indicate where you think that the policy/function could have an
intended or unintended negative impact on a particular group: i.e. it could cause some disadvantage. Potential
discrimination may be direct - i.e. treating someone less favourably because of certain attributes of who they are or
indirect i.e. when the proposed practice, policy or procedure may have the effect of disadvantaging people who share
certain protected characteristics. Indicate where you think the policy/function could have an intended or unintended
positive impact on any of the groups to promoting diversity and equality. Where the policy/function is not relevant to
a particular group or has no potential impact indicate as neutral. Please give reasons for each outcome:

Protected
Groups

Negative
Impact

Positive
Impact

Neutral
Impact

People of a
particular age
such as children,
young people,
older people
People with
disabilities
including physical
disabilities,
sensory
impairments,
limiting long-term
illnesses, learning
disabilities or
mental health
difficulties
Racial / minority
ethnic groups?
Women or men
including those
living in particular
communities
Pregnant
women or
people on
maternity or
paternity leave
or breastfeeding
mothers.
A person’s
marital status
including civil
partnership
People with a
particular sexual
orientation
People with
particular religion
or belief
Trans people or
people planning
to or going
through gender
reassignment
4
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Explain impact & state what action can
be taken (either to mitigate negative impacts or
enhance positive impacts) .

If there is potential for significant negative impacts on groups with protected characteristics which either cannot be
mitigated or where there is uncertainty about the efficacy of measures, consideration should be given to
consultation/engagement (or further consultation and engagement) with those groups of people who may/will be
impacted. (See appendix for advice and guidance). If further consultation takes place then the Assessment of Impact
above (2.3) should be done again taking into account the additional evidence.

If an adverse negative impact has been identified and cannot be fully mitigated then does
the officer consider that it can be justified on grounds of promoting equality of
opportunity for one group or any other reason? I.e. is it a proportionate response to
achieve a legitimate and justified aim. Please explain.

5
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2.4

Assessing relevance to the public sector Equality Duty

Standing back from the assessment of impact in relation to specific protected groups: are
there any broader issues which you can identify either negative or positive opportunities
for the Council to advance equality and foster good relations?

2.5 Summary
Summarise what actions if any are being recommended or will be taken in order to address
negative impacts?

Signed (lead officer):

__________________________________________

Date:

I confirm that the completed Equality Impact Assessment will be published on the Council’s
website.
I am satisfied that feedback has been given to anyone who was consulted in order for this
assessment to have been made.
I confirm that the matters set out in the Assessment will be put before Members before any
decision is made in relation to the subject matter of the Assessment.

Signed (Manager):
Date:

6
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Appendix: Consultation/Engagement
If properly conducted consultation or direct engagement with groups of people who will or may be
impacted by a service or a decision can provide vital evidence which the Council can use to inform
its decisions.
It is critical that consultation is carried out well otherwise the results will be of limited value,
misleading and could even leave the Council open to legal challenge. You must inform and clear
your consultation plans with the Democratic and Community Service Team (contact Kerry Towers,
Assistant Policy officer - Consultation) and, if required complete a Privacy Impact Assessment in
accord with the Council’s Data Protection Policy.
Planning Consultation
Begin by recalling:




your function or policy purpose and scope
who will benefit or be affected by the policy or function (the target population)?
who might be the excluded or marginalised groups within the target population?

Who is the Council targeting for engagement or consultation?
What impact has the Council already identified or assumed? (You can copy and use section
2.3 of the equality Impact assessment to help you clarify what you think the impact will be for
particular groups – this will either be based on current evidence and/or your assumptions)
What potential mitigating measures are proposed or could be explored?
Consultation




Carryout a consultation, that reaches the identified excluded or marginalised groups.
Ensure all relevant employees and staff support groups are consulted.
Review the consultation in terms of inclusivity and equality by asking:
o What are the views of those consulted on the contribution that the function or policy
makes to equal opportunities and inclusion?
o Are there any differences in responses between different groups?
o Have any new insights been gained about the impact of the policy/function?
o Have any new ideas emerged about effective measure to mitigate any negative effects
of the policy/function?
o Have any new ideas emerged that could provide the Council with a positive opportunity
to progress the aims of the General Equality Duty?



Keep a record of those consulted, together with the responses, any additional evidence and
your conclusions (above).

7
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The Equality Duty – a Summary
The equality duty was developed in order to harmonise the equality duties and to extend it across
the protected characteristics. It consists of a general equality duty, supported by specific duties
which are imposed by secondary legislation. In summary, those subject to the equality duty must,
in the exercise of their functions, have due regard to the need to:




Eliminate unlawful discrimination, harassment and victimisation and other conduct
prohibited by the Act.
Advance equality of opportunity between people who share a protected characteristic and
those who do not.
Foster good relations between people who share a protected characteristic and those who
do not.

These are sometimes referred to as the three aims or arms of the general equality duty. The Act
explains that having due regard for advancing equality involves:




Removing or minimising disadvantages suffered by people due to their protected
characteristics.
Taking steps to meet the needs of people from protected groups where these are different
from the needs of other people.
Encouraging people from protected groups to participate in public life or in other activities
where their participation is disproportionately low.

The Act states that meeting different needs involves taking steps to take account of disabled
people's disabilities. It describes fostering good relations as tackling prejudice and promoting
understanding between people from different groups. It states that compliance with the duty may
involve treating some people more favourably than others.
The equality duty covers the nine protected characteristics: age, disability, gender reassignment,
pregnancy and maternity, race, religion or belief, sex and sexual orientation. Public authorities also
need to have due regard to the need to eliminate unlawful discrimination against someone
because of their marriage or civil partnership status. This means that the first aim of the duty
applies to this characteristic but that the other aims (advancing equality and fostering good
relations) do not apply.
For more information about the Council’s Equality Duty visit the Equality and Human Rights Commission
website on http://www.equalityhumanrights.com/private-and-public-sector-guidance/public-sectorproviders/public-sector-equality-duty/what-equality-duty or ask legal services to assist you.

8
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APPENDIX A

Treasury Management Strategy
Statement
Annual Investment Strategy and Minimum Revenue
Provision Policy Statement

2019/20
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1.

Introduction

1.1.

The Council is required to operate a balanced budget, which broadly
means that cash raised during the year will meet cash expenditure. Part of
the treasury management operation is to ensure that this cash flow is
adequately planned, with cash being available when it is needed. Surplus
monies are invested in low risk counterparties or instruments
commensurate with the Council's low risk appetite, providing adequate
liquidity initially before considering investment return.

1.2.

The second main function of the treasury management service is the
funding of the Council's capital plans. These capital plans provide a guide
to the borrowing need of the Council, essentially the longer term cash flow
planning to ensure that the Council can meet its capital spending
obligations. The management of longer term cash may involve arranging
long or short term loans, or using longer term cash flow surpluses. On
occasion any debt previously drawn may be restructured to meet Council
risk or cost objectives.

1.3.

The contribution the treasury management function makes to the authority
is critical, as the balance of debt and investment operations ensure
liquidity or the ability to meet spending commitments as they fall due,
either on day-to-day revenue or for larger capital projects. The treasury
operations will see a balance of the interest costs of debt and the
investment income arising from cash deposits affecting the available
budget. Since cash balances generally result from reserves and balances,
it is paramount to ensure adequate security of the sums invested, as a
loss of principal will in effect result in a loss to the General Fund balance.

1.4.

Whilst any commercial initiatives or loans to third parties will impact on the
treasury function, these activities are generally classed as non-treasury
activities (arising usually from capital expenditure) and are separate from
the day-to-day treasury management activities.

1.5.

Treasury Management is defined by the Chartered Institute of Public
Finance and Accountancy (CIPFA) as “The management of the local
authority’s borrowing, 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 Council’s Treasury Management Policy
Statement is included at Annex 1.

1.6.

Revised reporting is required for the 2019/20 reporting cycle due to
revisions of the Ministry of Housing, Communities and Local Government
(MHCLG) Investment Guidance, the MHCLG Minimum Revenue Provision
(MRP) Guidance, the CIPFA Prudential Code and CIFPA Treasury
Management Code.
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1.7.

2.

The primary reporting changes include the introduction of a capital
strategy, to provide a longer-term focus to the capital plans, and the
greater reporting requirements surrounding any commercial activity
undertaken under the Localism Act 2011. The capital strategy is being
reported separately, as part of the Medium Term Financial Plan.
Reporting Requirements
Capital Strategy

2.1.

The CIPFA revised 2017 Prudential and Treasury Management Codes
require, from 2019/20, all local authorities to prepare an additional report a capital strategy - which will provide the following:
 A high-level long term overview of how capital expenditure, capital
financing and treasury management activity contribute to the
provision of services.
 An overview of how the associated risk is managed.
 The implications for future financial sustainability.

2.2.

The aim of the Capital Strategy is to ensure that all elected Members fully
understand the overall long-term policy objectives and resulting capital
strategy requirements, governance procedures and risk appetite.

2.3.

The Capital Strategy is reported separately from the Treasury
Management Strategy Statement and includes non-treasury investments.
This ensures the separation of the core treasury function under security,
liquidity and yield principles, and the policy and commercialism
investments usually driven by expenditure on an asset.

2.4.

The capital strategy also includes a section specifically on loans to third
parties – how these are assessed and the steps undertaken to determine
the interest rate.

2.5.

Where a physical asset is being purchased as part of the capital strategy,
details of research, advice, ongoing costs and investment requirements
and any credit information will be disclosed as part of the business case,
including the ability to sell the asset and realise the investment cash.

2.6.

Where the Council has borrowed to fund any non-treasury investment,
there should also be consideration in the business case of why borrowing
was required and if applicable, why the MHCLG Investment Guidance and
CIPFA Prudential Code have not been adhered to.

2.7.

If any non-treasury investment sustains a loss during the final accounts
and audit process, the strategy and revenue implications will be reported.
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2.8.

To demonstrate the proportionality between the treasury operations and
the non-treasury operation, high-level comparators are shown throughout
this report.
Treasury Management Reporting

2.9.

The Council is required to receive and approve, as a minimum, three main
reports each year:
a. Treasury Strategy, which looks forward at least three years and
includes:
 Treasury Management Strategy, explaining how the investments
and borrowings are to be organised, including treasury indicators;
 The Council’s capital plans, including prudential indicators;
 Minimum Revenue Provision (MRP) policy, stating how residual
capital expenditure is charged to revenue over time; and
 Investment Strategy, stating the parameters on how investments
are to be managed.
b. Mid-Year Treasury Management Report, which updates members on
treasury activities during the financial year and provides for revisions to
the Treasury Strategy and indicators as necessary.
c. Annual Treasury Report, which provides the outturn for the previous
financial year, summarises the treasury activity for that year and
includes a full listing of actual prudential indictors.

2.10. The Treasury Management Strategy Statement contained in this Appendix
addresses the first of these requirements.
2.11. The Audit & Accounts Committee has delegated responsibility for
scrutinising the treasury function prior to reports being formally approved
at Council.
2.12. The respective roles & responsibilities of the Council, its Audit & Accounts
Committee and the Section 151 Officer are noted in Annex 2.
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3.

Treasury Management Strategy Statement 2019/20

3.1.

The 2019/20 Treasury Management Strategy Statement comprises the
following principal elements:
Capital Programme
(section 6)

Capital plans and the prudential indicators
Minimum revenue provision (MRP) policy

Treasury Management
(section 7)

Current treasury position
Treasury indicators
Prospects for interest rates
The borrowing strategy

The Annual
Investment Strategy
(section 8)

Investment policy
Creditworthiness policy
Investment income

3.2.

The Treasury Management Strategy Statement meets the requirements of the
Local Government Act 2003, the CIPFA Prudential Code, MHCLG MRP
Guidance, the CIPFA Treasury Management Code and MHCLG Guidance.

4.

Training

4.1.

The CIPFA Code requires the responsible officer (the Chief Finance Officer) to
ensure that Members and Officers with responsibility for treasury management
receive adequate training. Training is particularly important for Members who
are responsible for the scrutiny of the Council’s treasury management.
Training was provided for Members of the Audit Committee in July 2015, and
further training will be scheduled in Summer 2019.

4.2.

Any training requirements arising from skills assessments completed by
Members of the Audit Committee will be incorporated into a training plan –
including any treasury management training needs.

5.

Treasury Management Consultants

5.1.

The Council has appointed Link Asset Services: Treasury solutions as its
external treasury management advisor, providing the Council with access to
specialist skills and resources. The Council recognises that the responsibility
for treasury management decisions remains with the organisation at all times
and will ensure that undue reliance is not placed upon our external service
providers.

5.2.

It also recognises that there is a value in employing external providers of
treasury management services in order to acquire access to specialist skills
and resources. The Council will ensure that the terms of appointment of
treasury advisors and the methods by which their value will be assessed are
properly agreed and documented, and subjected to regular review.
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6.

The Capital Programme & Prudential Indicators
Capital Expenditure

6.1.

The capital expenditure prudential indicator comprises a summary of the
Council’s capital programme, which is a key driver of treasury
management activity.

6.2.

The table below summarises the Council’s capital expenditure plans and
how these plans are to be financed. Any shortfall of resources results in a
funding borrowing need:

Capital Expenditure:
General Fund Services

2017/18
Actual
£

2018/19
Estimate
£

2019/20
Estimate
£

2020/21
Estimate
£

2021/22
Estimate
£

2022/23
Estimate
£

1,549,000

3,592,000

4,705,000

4,830,000

2,427,000

2,868,000

0

0

80,000

0

0

0

851,000
17,000
38,000
0
7,000

1,210,000
136,000
0
954,000
393,000

1,239,000
0
40,000
0
1,620,000

1,211,000
0
0
0
0

1,211,000
0
140,000
0
0

1,211,000
0
0
0
0

Commercial activities/
non-financial investments*
Financed by:
External Contributions
S106 Contributions
Capital Receipts
General Fund Reserves
Capital Reserves

Net Financing Need for Year
636,000
899,000 1,886,000
3,619,000 1,076,000 1,657,000
*Commercial activities/ non-financial investments relate to areas such as capital
expenditure on investment properties, loans to third parties etc.

6.3.

The net financing need for commercial activities/ non-financial investments
included in the above table against expenditure is shown below:
2017/18
Actual
£

Commercial activities/
non-financial investments
Financed by
Net Financing Need for Year
Percentage of total net
financing need

2018/19
Estimate
£

2019/20
Estimate
£

0

0

80,000

0

0

0
0%

2020/21
Estimate
£

2021/22
Estimate
£

2022/23
Estimate
£

0

0

0

0

0

0

0

0

80,000

0

0

0

0%

4%

0%

0%

0%

The Council’s Borrowing Need (the Capital Financing Requirement)
6.4.

The second prudential indicator is the Council’s Capital Financing
Requirement (CFR). The CFR is the total outstanding capital expenditure
which has not yet been paid for from either revenue or capital resources.
This is essentially a measure of the Council’s underlying borrowing need.
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6.5.

The CFR increases each time the Council procures capital expenditure
that it does not immediately pay for (i.e. the CFR increases when its
expenditure is financed through borrowing).

6.6.

Local authorities are required each year to set aside some of their
revenues as provision for debt repayment. This is known as the Minimum
Revenue Provision (MRP). The CFR is reduced each year by this MRP;
each year’s borrowing need is divided by the life of the assets for which
borrowing was undertaken, resulting in an annual charge to revenue, thus
reducing the Council’s CFR.

6.7.

The CFR includes any other long term liabilities (e.g. finance leases).
Whilst these increase the CFR, and therefore the Council's borrowing
requirement, these types of scheme include a borrowing facility and so the
Council is not required to separately borrow for these schemes. The
Council had £854,000 of these schemes within the CFR at 1st April 2018,
however the leases were terminated during the 2018/19 financial year,
therefore the balance on finance leases in the CFR at the end of the
current year is expected to be £0.

6.8.

The Council’s Capital Financing Requirement is shown in the table below:

Capital Financing
Requirement (CFR)
CFR – services
CFR – Commercial
activities/ non-financial
investments
Total CFR

Movement in CFR

2017/18
Actual

2018/19
Estimate

2019/20
Estimate

2020/21
Estimate

2021/22
Estimate

2022/23
Estimate

£

£

£

£

£

£

16,472,000

16,483,000

18,238,000

21,769,000

22,487,000

23,766,000

0

0

80,000

78,000

77,000

75,000

16,472,000

16,483,000

18,318,000

21,847,000

22,564,000

23,841,000

262,000

11,000

1,835,000

3,529,000

717,000

1,277,000

636,000

899,000

1,886,000

3,619,000

1,076,000

1,657,000

(374,000)

(888,000)

(51,000)

(90,000)

(359,000)

(380,000)

262,000

11,000

1,835,000

3,529,000

717,000

1,277,000

Represented by:
Net financing need for
the year
Less Minimum Revenue
Provision*
Movement in CFR

*MRP includes termination of leased vehicles in 2018/19 and forecast borrowing on fleet
programme in 2021/22.

Page 93

6.9.

A key aspect of the regulatory and professional guidance is that elected
members are aware of the size and scope of any commercial activity in
relation to the authority’s overall financial position. The capital expenditure
figures and details shown above demonstrate the scope of this activity
and, by approving these figures, consider the scale proportionate to the
Authority’s remaining activity.
Minimum Revenue Provision (MRP) Policy Statement

6.10. The Council is required each year to set aside some of its revenues as
provision for debt repayment. This essentially allows to Council to “pay off”
an element of the Capital Financing Requirement annually through a
revenue charge known as the Minimum Revenue Provision (MRP). The
Council is also allowed to undertake additional voluntary payments if
required (voluntary revenue provision, VRP).
6.11. MHCLG regulations require the full Council to approve an MRP Statement
in advance of each year. A variety of options are provided to councils, so
long as there is a prudent provision. The Council is recommended to
approve the following: For capital expenditure incurred before 1 April
2008, the MRP is based on a 4% reduction on the CFR balance each
year; from 1 April 2008 for all unsupported borrowing (including finance
leases) the Council will apply the ‘Asset Life Method’ under which MRP is
based on the estimated life of the asset for which the borrowing is
undertaken. This provides a reduction in the borrowing need over the
asset’s life. Repayments of finance leases are applied as MRP.
6.12. A change was introduced by the revised MHCLG MRP Guidance to allow
any charges made in excess of the statutory minimum revenue provision,
i.e. voluntary revenue provision (VRP) or overpayments, can, if needed,
be reclaimed in later years if deemed necessary or prudent. In order for
these sums to be reclaimed for use in the budget, this policy must disclose
the cumulative overpayment made each year. Up until 31st March 2018,
the total VRP overpayments were £0.
6.13. Any deviation from the MRP policy – for example in respect of commercial
investment, must be fully appraised and justified in consideration of risk.
6.14. The Council agreed to provide a loan of £20m to Ascent LLP for an initial
period of 5 years, with an option to refinance on maturity. £14million of this
loan has now been drawn; £6million of the original facility remains.
6.15. The Council has funded the majority of the loan through external
borrowing with internal borrowing where appropriate. The initial term of the
loan is 5 years (relatively short-term), therefore there is no MRP
requirement for the borrowing undertaken in respect of the Ascent loan.
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6.16. The first tranche of the loan of £7,000,000 reached the end of the initial 5
year term and was refinanced between Ascent and the Council in October
2017 for a short period of 1 year, then again for a further period of up to 1
year until October 2019. This is pending the outcome of the Ascent
Business Plan Review which will inform any more longer-term refinancing.
Therefore, at this stage there is still no requirement for MRP. Should the
loans be refinanced on a longer-term basis, MRP requirements will need
to be considered.
Use of the Council’s Resources and Investment Position
6.17. The Council builds up capital and revenue reserves as necessary for
future application. The application of these resources to either finance
capital expenditure or to support the revenue budget will have an ongoing
impact on investments unless resources are supplemented each year
from new sources (for example, asset sales, revenue surpluses).
Reserves are invested, pending application, to earn a return which
supplements the revenue budget.
6.18. An estimate of the amount available at year end for core investment
including revenue and capital reserves and balances is shown in the table
below:
Year End
Resources

2017/18
Actual
£

2018/19
Estimate
£

2019/20
Estimate
£

2020/21
Estimate
£

2021/22
Estimate
£

2022/23
Estimate
£

Total Reserves

9,694,000

7,522,000

5,730,000

6,004,000

6,087,000

6,149,000

Working capital *

(937,000)

0

0

0

0

0

(3,618,000)

(5,483,000)

(1,533,000)

(1,444,000)

(1,085,000)

(704,000)

5,139,000

2,039,000

4,197,000

4,560,000

5,002,000

5,445,000

(Under)/over
borrowing
Expected core
investments

* Shown as ‘0’ for estimation purposes as dependent on the value of creditors/debtors at year end

Affordability Prudential Indicators
6.19. The previous sections outline the Council’s capital expenditure plans and
funding requirements. This section assesses the affordability of capital
investment plans and the impact on the Council’s overall finances.
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Ratio of financing costs to net revenue stream
6.20. This indicator identifies the trend in the cost of capital (borrowing costs net
of investment income) as a percentage of the Council’s net revenue
stream (Council Tax and Business Rates receipts & Government funding).

Services
Commercial activities/
Non-financial investments
Total

2017/18
Actual

2018/19
Estimate

2019/20
Estimate

2020/21
Estimate

2021/22
Estimate

2022/23
Estimate

3.98%

0.60%*

(0.26%)

(0.16%)

3.11%

3.13%

(3.40%)**

(3.87%)

(3.96%)

(3.30%)

(3.18%)

(3.05%)

0.58%

(3.27%)

(4.22%)

(3.46%)

(0.07%)

0.08%

*reducing financing costs in 2018/19 on termination of leased vehicles, increasing in
2021/22 from forecast borrowing on fleet programme.
** financing costs on commercial activities/ non-financial investments are a net income.

Interest payable & interest receivable
6.21. Given the capital projections above, interest payable & interest receivable
budgets for the next three years are forecast as follows:
2019/20
Estimate

2020/21
Estimate

2021/22
Estimate

2022/23
Estimate

£294,390

£494,080

£819,530

£880,440

Ascent Loan & Debenture Income

(£584,270)

(£618,000)

(£618,000)

(£618,000)

Investment Income

(£117,580)

(£207,800)

(£209,490)

(£255,450)

Borrowing Costs

7.

Treasury Management

7.1.

The treasury management function ensures that the Council’s cash is
organised in accordance with the relevant professional codes, so that
sufficient cash is available to meet this service activity and the Council’s
capital strategy. This will involve both the organisation of the cash flow
and, where capital plans require, the organisation of appropriate borrowing
facilities. This strategy covers the relevant treasury and prudential
indicators, the current and projected debt and investment positions and
the annual investment strategy.
Current Debt Position

7.2.

The Council’s debt position at 31st March 2018 and its forward projections
are summarised below. The table shows the actual external debt against
the underlying borrowing need (the Capital Financing Requirement)
highlighting any under or over borrowing.
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External Borrowing
Other long-term liabilities
Gross Debt at 31st
March
Change in Debt position

March ‘18
Actual
£

March ‘19
Estimate
£

March ‘20
Estimate
£

March ‘21
Estimate
£

March ‘22
Estimate
£

March ‘23
Estimate
£

12,000,000

11,000,000

16,785,000

20,403,000

21,479,000

23,137,000

854,000

0

0

0

0

0

12,854,000

11,000,000

16,785,000

20,403,000

21,479,000

23,137,000

(360,000) (1,854,000)

5,785,000

3,618,000

1,076,000

1,658,000

18,318,000

21,847,000

Capital Financing
Requirement

16,472,000

22,564,000

23,841,000

(Under) / over borrowing

(3,618,000) (5,483,000) (1,533,000) (1,444,000) (1,085,000)

(704,000)

16,483,000

7.3.

The Council is required to ensure that its Gross Debt does not, except in
the short term, exceed the total of the Capital Financing Requirement
(CFR) in the preceding year plus the estimates of any additional CFR for
the current year and the following two financial years. This allows some
flexibility for limited early borrowing for future years, but ensures that
borrowing is not undertaken for revenue or speculative purposes.

7.4.

The Council is complying with this indicator in the current year and does
not envisage any difficulty in complying over the life of the Medium Term
Financial Plan. This view takes into account current and future proposals
with regard to the capital programme.
Treasury Indicators - Limits to Borrowing Activity

7.5.

The Council sets limits to ensure that the revenue consequences of the
capital programme on external borrowing remain affordable.
Operational Boundary

7.6.

This is the limit beyond which external debt is not normally expected to
exceed. This represents the Capital Financing Requirement plus an
additional allowance to cover short-term liquidity requirements.
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Operational boundary
Capital Financing
Requirement
Remaining Ascent Loan
facility*
Allowance for borrowing to
cover short-term cash flow**
Total Gross Debt

2018/19
Estimate
£

2019/20
Estimate
£

2020/21
Estimate
£

2021/22
Estimate
£

2022/23
Estimate
£

16,483,000

18,318,000

21,847,000

22,564,000

23,841,000

6,000,000

6,000,000

6,000,000

6,000,000

6,000,000

0

5,166,000

5,354,000

5,549,000

5,751,000

22,483,000

29,484,000

33,201,000

34,113,000

35,592,000

* Pending Ascent Business Plan Review
**Amount required in short-term to cover precepts (the highest cash outflow)

Authorised Limit for External Debt
7.7.

This indicator represents a control on the maximum level of borrowing – a
legal limit beyond which external debt is prohibited. This limit needs to be
set or revised by the full Council. It is the statutory limit determined under
Section 3 (1) of the Local Government Act 2003. The Government retains
an option to control either the total of all councils’ plans, or those of a
specific council, although this power has not yet been exercised.

Authorised limit
Operational Boundary
‘Headroom’
Total Gross Debt

2018/19
Estimate
£
22,483,000

2019/20
Estimate
£
29,484,000

2020/21
Estimate
£
33,201,000

2021/22
Estimate
£
34,113,000

2022/23
Estimate
£
35,592,000

1,500,000

1,500,000

1,500,000

1,500,000

1,500,000

23,983,000

30,984,000

34,701,000

35,613,000

37,092,000
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Prospects for Interest Rates
7.8.

The table in Annex 4, provided by Link, draws together a number of
current City forecasts for short term (Bank Rate) and borrowing rates. The
table and comments below summarise Link’s view on average interest
rates:

7.9.

Link’s interest rate forecast incorporates a major assumption that
Parliament and the EU agree a Brexit deal in the first quarter of 2019, with
the next increase in Bank Rate in May 2019, followed by increases in
February and November 2020, to reach 2.0% in February 2022. They
acknowledge that the wide range of potential scenarios (altered deal, no
deal, delays) would impact on the movement of interest rates both up and
down.

7.10. Overall the expectation is that investment returns are likely to remain low
during 2019/20 but to be on a gently rising trend over the next few years.
Borrowing rates have been volatile so far in 2018/19 backtracking after a
rising trend during the first half of the year. The use of internal borrowing,
i.e. using cash balances to temporarily reduce external borrowing, has
produced savings over the last few years. However, this needs to be
carefully reviewed to avoid incurring higher borrowing costs in the future
when authorities may not be able to avoid new borrowing to finance
capital expenditure and/or the refinancing of maturing debt.
7.11. There would remain a cost of carry, (the difference between higher
borrowing costs and lower investment returns), to any new long-term
borrowing that causes a temporary increase in cash balances as this
position will, most likely, incur a revenue cost.
Borrowing Strategy
7.12. The Council’s capital financing requirement is currently funded in the
majority by external borrowing but also and maintains an under-borrowed
position.
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7.13. As highlighted above, the Council has an estimated total net financing
requirement of £8,238,000 over the four years ending March 2023. The
Treasury Strategy assumes that this will be funded via external borrowing.
Options for internal borrowing will be considered against any changes to
forecast capital spend and forecast interest rates.
7.14. ‘New borrowing’ is anticipated during each year to support the general
fund capital programme net financing need occurring in those years. The
existing external debt relating to the Ascent Loan funding matures during
2019/20 and 2020/21. The capital financing requirement will be closely
monitored in order to make a decision on any necessary financing.
Interest rate forecasts will also be monitored to identify any opportunities
to refinance maturing debt in advance to reduce interest charges in the
long-term.
Policy on Borrowing in Advance of Need
7.15. The Council will not borrow more than or in advance of its need purely to
profit from the investment of the extra sums borrowed.
7.16. The Council however may consider borrowing in advance to protect it from
higher borrowing costs within approved Capital Financing Requirement
estimates to finance new capital expenditure or refinance existing loans.
7.17. This will be considered carefully to ensure that value for money can be
demonstrated and that the Council can ensure the security of such funds.
Risks associated with any borrowing in advance activity will be subject to
prior appraisal and subsequent reporting through the mid-year reporting
mechanism.
Debt Rescheduling
7.18. Debt rescheduling is the reorganisation of existing debt in such a way as
to amend the debt repayments, reduce the principal sum borrowed, alter
the degree of volatility of debt or vary the interest payable, thus managing
the risk. The treasury team, supported by the Council’s treasury advisors,
will monitor prospects for debt rescheduling to achieve overall financial
benefit to the Council.
Maturity Structure of Borrowing
7.19. These gross limits are set to reduce the Council’s exposure to large fixed
rate sums falling due for refinancing, and are required for upper and lower
limits. The Council is asked to approve the following treasury indicators
and limits:
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Maturity Structure of Borrowing* 2019/20 (Fixed Interest Rates)
Lower
Upper**
100%
Under 12 months
0%
%
12 months to 2 years
0%
100%
2 years to 5 years
0%
100%
5 years to 10 years
0%
100%
10 years and above
0%
100%
*external debt only (excludes Finance Leases)
**this will be reviewed pending the outcome of the Ascent Business Review – 100% allows flexibility at this stage

Maturity Structure of Borrowing* 2019/20 (Variable Interest Rates)
Lower
Upper**
Under 12 months
0%
100%
12 months to 2 years
0%
100%
2 years to 5 years
0%
50%
5 years to 10 years
0%
0%
10 years and above
0%
0%
*external debt only (excludes Finance Leases)
**this will be reviewed pending the outcome of the Ascent Business Review – 100% allows flexibility at this stage
Variable borrowing would not be utilised where interest rate risk is too greater in the longer term.

Control of Interest Rate Exposure
7.20. The Council reviews and manages the interest rate exposure of both
borrowing and investments through the borrowing and investment
strategies included in this document. Officers will monitor the balance
between variable and fixed interest rates to ensure the Council is not
exposed to adverse fluctuations in fixed or variable interest rate
movements.
8.

Annual Investment Strategy
Investment Policy

8.1.

The MHCLG and CIPFA have extended the meaning of ‘investments’ to
included both financial and non-financial investments. This report deals
solely with financial investments (as managed by the treasury
management team). Non-financial investments, essentially the purchase
of income yielding assets, are covered in the Capital Strategy document.

8.2.

The Council’s investment policy has regard to the MHCLG’s Guidance on
Local Government Investments (“the Guidance”), the CIPFA Treasury
Management in Public Services Code of Practice and Cross Sectoral
Guidance Notes 2017 (“the CIPFA TM Code”) and the CIPFA Treasury
Management Guidance Notes 2018.
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8.3.

The Council’s principal investment priorities are the security of capital and
the liquidity of its investments. In addition to this, the Council will aim to
achieve the optimum return on its investments commensurate with proper
levels of security and liquidity.

8.4.

The above guidance from the MHCLG and CIPFA place a high priority on
the management of risk. This authority has adopted a prudent approach to
managing risk and defines its risk appetite by the following means:




Minimum acceptable credit criteria are applied in order to
generate a list of highly creditworthy counterparties. This also
enables diversification and thus avoidance of concentration risk.
The key ratings used to monitor counterparties are the short and
long-term ratings.
Ratings will not be the sole determinant of the quality of an
institution; it is important to continually assess and monitor the
financial sector on both a micro and macro basis and in relation to
the economic and political environments in which institutions
operate. The assessment will also take account of information that
reflects the opinion of the markets. To achieve this consideration,
the Council will engage with its advisors to maintain a monitor on
market pricing such as ‘credit default swaps’ and overlay that
information on top of the credit ratings.

8.5.

The investment instruments identified for use in the financial year are
listed in Annex 5 under the headings, ‘Specified’ and ‘Non-Specified’
Investments.

8.6.

Counterparty limits will be set as part of the Treasury Strategy and
maintained as part of the Council’s treasury management practices.

8.7.

The Council will pursue value for money in treasury management and will
monitor the yield from investment income against appropriate benchmarks
for investment performance. Regular monitoring of investment
performance will be carried out and reported on during the year and at the
end of the financial year in its Annual Treasury Report.

8.8.

The above criteria on risk management are unchanged from last year.
Creditworthiness Policy

8.9.

This Council applies the creditworthiness service provided by Link Asset
Services. This service employs a sophisticated modelling approach
utilising credit ratings from three main credit rating agencies – Fitch,
Moody’s and Standard and Poor’s. The credit ratings of counterparties are
supplemented with the following overlays:
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Credit watches and credit outlooks from credit rating agencies;
Credit Default Swap (CDS) spreads to give early warning of likely
changes in credit ratings; and
Sovereign ratings to select counterparties from only the most
creditworthy countries.

8.10. Credit watches and outlooks are issued by the ratings agencies. ‘Credit
watches’ are considered short-term actions, whereas ‘outlooks’ are
considered over a longer term time horizon. Link includes the release of a
negative or positive watch/outlook in its creditworthiness analysis.
8.11. A ‘Credit Default Swap’ is a contract between two counterparties in which
the buyer of the contract makes quarterly payments to the seller of the
contract in exchange for a payoff if there is a credit event of the reference
entity. The contract essentially gives protection or ‘insurance’. Therefore,
CDS spreads provide perceived market sentiment regarding the credit
quality of an institution and are also used in the creditworthiness analysis
to determine the durational band of investment with a financial institution.
8.12. Link's creditworthiness model combines credit ratings, credit watches and
outlooks in a weighted scoring system, with an overlay of CDS spreads, to
produce a series of colour coded bands which indicate the relative
creditworthiness of counterparties. These colour codes are then used to
determine the duration for investments.
8.13. Only counterparties that fall within a ‘durational band’ will be included on
the Council’s lending list. In conjunction with the recommended durational
limits, the Council has assigned corresponding investment limits to each
banding. The limits have been set separately for UK banks and
International banks.
UK Banks
Category
Yellow*
Purple
Orange
Red
Green
No Colour

Principal
Limit
£4.0m
£4.0m
£3.6m
£3.0m
£2.6m
-

Maximum
Length
Up to 5 years
Up to 2 years
Up to 1 year
Up to 6 months
Up to 100 days
Not to be used

* UK Government debt instruments
**assumes highest balance in 2019/20 is £20,000,000
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Portfolio (% of
highest balance**)
20%
20%
18%
15%
13%
-

International Banks
Principal
Category
Limit
Purple
£3.0m
Orange
£2.4m
Red
£2.0m
Green
£1.6m
No Colour
-

Maximum
Length
Up to 2 years
Up to 1 year
Up to 6 months
Up to 3 months
Not to be used

Portfolio (% of
highest balance*)
15%
12%
10%
8%
-

* assumes highest balance in 2019/20 is £20,000,000

8.14. The Council’s lending list includes part and fully Nationalised UK
which have been assigned the ‘blue’ category as per
creditworthiness matrix. This category has been allocated a
durational period and higher investment limit since it has
Government support. The table below assigns investment limits:
Category
Blue
NatWest (the Council’s
main bank account)

banks,
Link’s
longer
strong

Principal
Limit
£4.0m

Maximum
Length
Up to 1 year

Portfolio (% of
highest balance*)
20%

£6.0m

Up to 1 year

30%

* assumes highest balance in 2019/20 is £20,000,000

8.15. The Council is alerted to changes in ratings and market movements
through its use of the Link creditworthiness service. If a downgrade results
in the counterparty no longer meeting the Council’s minimum criteria, it will
no longer be used for new investments. All ratings will be monitored prior
to any new investments being placed.
Group Limits
8.16. To reduce its risk further the Council has set a group limit for fixed term
deposits in institutions with the same parent. The group limit will increase
to the portfolio percentage of the colour band the institution is rated in at
the time by a further 50% where at least the additional amount is held in
an instant access account:

Category
Blue
Purple
Orange
Red
Green

Portfolio (%
of highest
balance*)
20%
20%
18%
15%
13%

Individual
Principal
Limit
£4.0m
£4.0m
£3.6m
£3.0m
£2.6m

Portfolio %
increased by
50%
30%
30%
27%
23%
20%

* assumes highest balance in 2019/20 is £20,000,000

Page 104

Group Principal
Limit
£6.0m
£6.0m
£5.4m
£4.6m
£4.0m

Money Market Funds
8.17. The Council has access to several Money Market Funds (MMF) - all of
which are ‘AAA’ rated. A ‘Money Market Fund’ is a pooled vehicle
investing in a number of investment instruments with varying maturity
periods in a number of different countries. Money Market Funds provide
an alternative option for the Council when placing short-term funds and
provide for diversification of the investment portfolio.
8.18. The Council has set an investment limit for each Money Market Fund:

Individual MMF
Total MMF investments**

Principal
Limit
£3.6m
£4.6m

Maximum
Length
Up to 1 year
Up to 1 year

Portfolio (% of
highest balance*)
18%
23%

* assumes highest balance in 2019/20 is £20,000,000
** maximum held in MMF’s at any one time

Country Limits
8.19. A sovereign credit rating is the credit rating of a sovereign entity i.e. a
country. The highest sovereign rating awarded is ‘AAA’. The evolving
regulatory environment, in tandem with the rating agencies’ new
methodologies, means that sovereign ratings are now of lesser
importance in the assessment process and the new regulatory
environment is attempting to break the link between sovereign support
and domestic financial institutions.
8.20. While the Council understands the changes that have taken place, it will
continue to use sovereign ratings of individual counties in addition to credit
ratings when making investment decisions. When investing with
institutions outside the UK, only banks and building societies located in
countries with a minimum sovereign rating of ‘AAA’ will be used. This is in
relation to the fact that the underlying domestic and, where appropriate,
international economic and wider political and social background will still
have an influence on the ratings of a financial institution. There are
currently 10 ‘AAA’ rated countries approved for investments, as follows,
this list will be updated during the year should any sovereign ratings
change:
Australia

Canada

Denmark

Germany

Luxembourg

Netherlands

Norway

Singapore

Sweden

Switzerland
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Investment income
8.21. The Council’s in-house managed funds are derived from a core balance
available for capital and revenue funding and day-to-day cash flows. At
31st March 2018 the core balances available for investment were
£9,694,000. Core balances are available for investment in line with the
profile of capital expenditure and requirements of the revenue budget.
Investments are therefore made with reference to the core balance and
cash flow requirements and the outlook for interest rates.
Investment Return Expectations
8.22. Bank Rate forecasts for financial year ends (March) are:

March 2019 0.75%

March 2020 1.25%

March 2021 1.50%

March 2022 2.00%
8.23. For 2019/20 the Council has budgeted for an average investment return of
1.00%. The average rates assumed on new investments is as follows:


Fixed Term Investments (3 month to 1 year), 1.00-1.10%



Instant Access Business Accounts and short-term fixed
deposits, an average of 0.85%.

8.24. The 2019/20 income budget is as follows:

£584,270 from the loan/ debenture to Ascent LLP

£117,580 from investments with other institutions
Long-term Investments (greater than 365 days)
8.25. When placing long-term investments with counterparties, other than under
the Ascent LLP agreement, the Council’s liquidity requirements,
availability of funds and counterparty eligibility need to be taken into
consideration. The table below sets the limit on the total principal funds
that may be invested for greater than 365 days.
Maximum principal sums invested > 365 days

Principal sums invested > 365 days

2019/20

2020/21

2021/22

2022/23

£3,500,000

£3,500,000

£3,500,000

£3,500,000

Page 106

ANNEX 1
Treasury Management Policy Statement
In accordance with the CIPFA Code of Practice on Treasury Management,
Staffordshire Moorlands District Council defines the policies and objectives of its
treasury management activities as follows:
1.

The Council defines its treasury management activities as: “The
management of the authority’s borrowing, 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.”

2.

The Council regards the successful identification, monitoring and control
of risk to be the prime criteria by which the effectiveness of its treasury
management activities will be measured. Accordingly, the analysis and
reporting of treasury management activities will focus on their risk
implications for the organisation, and any financial instruments entered
into to manage these risks.

3.

The Council acknowledges that effective treasury management will
provide support towards the achievement of its business and service
objectives. It is therefore committed to the principles of achieving value for
money in treasury management, and to employing suitable
comprehensive performance measurement techniques, within the context
of effective risk management.
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ANNEX 2
Treasury Management Scheme of Delegation
(i) Full Council


receiving and reviewing reports on treasury management policies,
practices and activities;



approval of annual strategy.

(ii) Audit & Accounts Committee


approval of/ amendments to the Council’s adopted clauses, treasury
management policy statement and treasury management practices;



reviewing the treasury management policy and procedures and making
recommendations to the responsible body;



budget consideration and approval;



approval of the division of responsibilities;



receiving and reviewing regular monitoring reports and acting on
recommendations;



approving the selection of external service providers and agreeing terms
of appointment.

The treasury management role of the section 151 (responsible) officer


recommending clauses, treasury management policy/ practices for
approval, reviewing the same regularly, and monitoring compliance;



submitting regular treasury management policy reports;



submitting budgets and budget variations;



receiving and reviewing management information reports;



reviewing the performance of the treasury management function;



ensuring the adequacy of treasury management resources and skills, and
the effective division of responsibilities within the treasury management
function;



ensuring the adequacy of internal audit, and liaising with external audit;



recommending the appointment of external service providers.
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ANNEX 3
Management Practices for Non-Treasury Investments
This Council recognises that investment in other financial assets and property
primarily for financial return, taken for non-treasury management purposes,
requires careful investment management. Such activity includes loans supporting
service outcomes, investments in subsidiaries, and investment property
portfolios.
This Council will ensure that all the Council’s investments are covered in the
capital strategy, investment strategy or equivalent, and will set out, where
relevant, the organisation’s risk appetite and specific policies and arrangements
for non-treasury investments. It will be recognised that the risk appetite for these
activities may differ from that for treasury management.
The Council will maintain a schedule setting out a summary of existing material
investments, subsidiaries, joint venture and liabilities including financial
guarantees and the organisation’s risk exposure.
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ANNEX 4
UK Interest Rate Forecast (Link)
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ANNEX 5
Specified and Non-Specified Investments
Specified Investments
All such investments will be sterling denominated, with maturities up to maximum
of 1 year*, meeting the minimum ‘high’ quality criteria where applicable.
Investment Instrument
Debt Management Agency
Deposit Facility (DMADF)
Term deposits – local
authorities
Term deposits – housing
associations

Minimum ‘High’ Credit Criteria

Bridging Loans (Community
Groups within LA area)
UK Government Gilts and
Treasury Bills
Certificates of deposits (CDs)
or corporate bonds with banks
and building societies
Term deposits – banks and
building societies
UK (Part-)Nationalised Banks
UK Instant Access Accounts

Investment Limit**

n/a

n/a

n/a

As per lending limits
Yellow UK

n/a

n/a

Decision made on individual basis
& subject to presentation of
required documents

n/a

UK sovereign rating

As per lending limits
Yellow UK

Based on Link Creditworthiness
analysis. Lowest Band – GREEN
Sovereignty Rating –AAA (exc UK)
Based on Link Creditworthiness
analysis. Lowest Band – GREEN
Sovereignty Rating –AAA (exc UK)
Based on Link Creditworthiness
analysis. Lowest Band – BLUE
Based on Link Creditworthiness
analysis. Lowest Band – GREEN

As per individual /
group lending limits
As per individual /
group lending limits
As per individual /
group lending limits
As per individual /
group lending limits

* If forward deposits are to be made, the forward period plus the deal period should not exceed
one year in aggregate
** must conform to both institution and group limits set
Collective Investment Schemes structured as Open Ended Investment Companies (OEICs):
Investments
Money Market Funds
(CNAV & LVNAV)

Minimum Credit
Criteria
AAA rated

Investment Limit/
Max. % of total investments
As per individual / group
lending limits
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Max. maturity
period
Liquid

Non-specified Investments
Non-specified investment instruments are assumed to take on greater risk and
should therefore be subject to greater scrutiny. They include investments that are
for a period of more than one year and instruments that the Council has very
limited experience and expertise in dealing with.
A maximum of £8,000,000 (40% of the projected highest balance) will be held in
aggregate in non-specified investments.
Non-specified Investments
Term deposits – UK government
(maturities in excess of 1 year)
Term deposits – other LAs / Parish
Councils (maturities in excess of a
year)
Term & Callable deposits – banks and
building societies (maturities in excess
of 1 year)
Commercial Paper

Minimum Credit Criteria
UK Sovereign Rating

n/a

Based on Link
Creditworthiness analysis.
Lowest Band – PURPLE
Based on Link
Creditworthiness analysis.
Lowest Band – GREEN
Sovereignty Rating AAA/ UK

UK Government Gilts – all maturities

UK Sovereign Rating

Bonds issued by multilateral
development banks - all maturities

Long term AAA

Bonds issued by a financial institution
which is guaranteed by the UK
government – all maturities

UK Sovereign Rating

Sovereign bond issues (i.e. other than
the UK govt) – all maturities

Long Term AAA

Treasury Bills – all maturities

UK Sovereign Rating

Investment Limit
/ Max. % of total
investments

Max. maturity period

> 365 day limit

5 years

> 365 day limit

Individual case basis,
inclusive of options for the
Council to review terms at
specified periods of time (no
greater than 5 years)

> 365 day limit

2 years

£2,000,000 (10%
of highest
balance)

1 year

£2,000,000 (10%
of highest
balance)
£2,000,000 (10%
of highest
balance)
£2,000,000 (10%
of highest
balance)
£2,000,000 (10%
of highest
balance)
£3,000,000 (15%
of highest
balance)

2 years
6 months
2 years
2 years
2 years

Collective Investment Schemes structured as Open Ended Investment Companies (OEICs):
Investments
Government Liquidity Funds –
all maturities
Enhanced cash funds –
all maturities
Gilt Funds – all maturities

Minimum Credit
Criteria
AAA rated
AAA rated
UK Sovereign Rating
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Investment Limit/
Max. % of total
investments
£3,000,000 (15% of
highest balance)
£2,000,000 (10% of
highest balance)
£2,000,000 (10% of
highest balance)

Max.
maturity
period
2 years
Liquid
2 years

Agenda Item 10
STAFFORDSHIRE MOORLANDS DISTRICT COUNCIL
Report to the Audit and Accounts Committee
8th February 2019

TITLE:

Risk Management Update (overview of
strategic, operational and project risks)

EXECUTIVE COUNCILLOR:

Cllr Sybil Ralphs – Leader

CONTACT OFFICER:

Information Business Partner

WARDS INVOLVED:

Non-specific

Appendices attached:
Appendix A: Strategic Risks (by exception)
Appendix B: Operational Risks (by exception)
Appendix C: Project Risks (by exception)
1.

Reason for the Report

1.1

The purpose of the report is to allow the robust scrutiny of the Council’s Risk
Management arrangements in accordance with generally accepted good
practice.

2.

Recommendations

2.1

That the committee notes the Council’s current risk position and the mitigation
plans summarised within Appendix A (strategic risks), Appendix B (operational
risks) and Appendix C (project risks).

3.

Executive Summary

3.1

The Council’s Strategic, Operational and Project Risk Registers are reviewed
by the Audit and Accounts Committee on an exception basis. This report is
based upon the Council’s position as at December 2018.

3.2

The latest analysis of the Strategic Risk Register reveals that the Council has
identified and assessed 15 strategic risks, of which 40% are rated as 'high'
and therefore above the Council’s risk tolerance threshold. The six ‘high’ rated
risks are listed in full at Appendix A.

3.3

The Operational Risk Registers reveal that the Council has identified and
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assessed 31 operational risks in total, of which four are rated as ‘high’ and
therefore above the Council’s risk tolerance thresholds. The risks falling within
the ‘high’ category are listed in full at Appendix B.
3.4

The project risk registers now cover eight projects and the risk profile is
bulleted below:





0% Critical
10% High
10% Medium
80% Low

4.

Evaluation of Options

4.1

There are no options to consider

5.

How this report links to Corporate Priorities

5.1

Risk Management impacts on all service areas and therefore links to each of
the Council’s Corporate Plan aims.

6.

Implications
6.1

Community Safety - (Crime and Disorder Act 1998)
None

6.2

Workforce
None

6.3

Equality and Diversity/Equality Impact Assessment
This report has been prepared in accordance with the Council's
Diversity and Equality Policies

6.4

Financial Considerations
Effective Risk Management contributes to financial objectives

6.5

Legal
None

6.6

Sustainability
None

6.7

Internal and External Consultation
None
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6.8

Risk Assessment
The Council’s Risk Registers are a critical element in the Council’s
Risk Management Framework.
ANDREW P STOKES
Executive Director (Transformation) & Chief Finance Officer

Background Papers

Location

Contact details

Risk Registers –December 2018

Moorlands House

Information Business Partner
Vanessa.higgins@highpeak.gov.uk
Tel Ext 4057
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7.

Background and Introduction

7.1

The Council ensures that it undertakes a deliberate and systematic
identification of the key risks that might prevent, degrade, delay or enhance
the achievement of its objectives and priorities. The Council's Risk
Management Strategy sets out the process for undertaking this on an ongoing
basis.

7.2

In addition to the identification of risks, managers also have to quantify them in
terms of likelihood and potential impact. The risks are then recorded in the
Council's Risk Registers. These have three aspects – strategic, operational
and project risks.

7.3

Under the Risk Management Strategy, the Council’s ‘risk tolerance’ threshold
is set along the border between ‘medium’ and ‘high’ rated residual risks. The
Strategy stipulates that mitigating actions should be identified for all risks that
exceed this threshold.

7.4

The Council’s Strategic, Operational and Project Risk Registers are reviewed
on a quarterly basis and reported into the Corporate Risk Management Group
and the Audit and Accounts Committee on an exception basis. The
appendices provide details of all risks that have been rated as ‘high’ or above,
and therefore beyond the Council’s risk tolerance threshold.

8.

Strategic Risks

8.1

The Council’s strategic risk profile is reflective of changes made to the
strategic risk register following the voluntary desktop review carried out by
Zurich last year. A fundamental review of the Alliance’s strategic risk
register took place with senior managers in autumn 2018, including the
addition of root cause analysis and better assessment of opportunity risk
across all registers.

8.2

The December 2018 analysis of the Strategic Risk Register reveals that the
Council has identified and assessed 15 Strategic Risks, of which 40% are
rated as 'high' and therefore above the Council’s risk tolerance threshold.
There are also now four opportunity risks within the register – housing growth,
business growth, commercialism (trading) and effective contractor relations,
which the alliance is working to reap the benefits from.

8.3

The Council’s risk profile is displayed below and reflects the changes
highlighted above and the transfer of project related risks to project risk
registers.
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Residual Risk
Rating
Critical
High
Medium
Low

Staffs Moorlands
Risks
-

Alliance
Risks
6
7
2
Total Risks

Total
Risks
6
7
2
15

Matrix 1: Risk Threats
2

Impact
3

4

5

3

- IT Security
- MTFP
- Ext Funding
for Growth

- Contract
Mngt
- Investment
into assets
Safeguarding
duty

1

2

Likelihood

4

5

1

Matrix 2: Risk Opportunities
4

5

5

Impact
3

3

Council
Trading

2

Housing &
Business
Growth

1

Likelihood

4

Effective
contractor
relations
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2

1

8.4

The six high rated risks are mapped on Matrix 1 above and the four
opportunity risks are shown on Matrix 2. The categories of risk now recorded
on the strategic risk register cover a broader range of risk types than
before. The graphic below illustrates the risk profile across both threats and
opportunities and also across our Corporate Plan aims.

9.

Operational Risks

9.1

The December 2018 analysis of the Operational Risk Registers reveals that
the Council has identified and assessed 31 operational risks in total, of which
four are rated as ‘high’ and therefore above the Council’s risk tolerance
threshold. The main change has been the transfer of the IT security risk from
OD & Transformation onto the Strategic Risk Register due to the corporate
significance of the risk.

9.2

The four risks falling within the ‘high’ category are listed in full at Appendix B.
A full breakdown of the Council’s operational risk profile is given below:
Residual Risk
Rating
Critical
High
Medium
Low

9.3

Staffs
Moorlands
Risks
1
1

Alliance
Risks
4
7
18
Total Risks

Total Risks
4
8
19
31

The greatest number of operational risks sits within the Operational Services
area, which encompasses waste and recycling; street scene, leisure, and
horticulture.
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9.4

An analysis of the alignment of risk to our corporate objectives shows that
most operational risks relate to the use of resources in order to achieve value
for money.

10.

Project Risks

10.1

Project risks are assessed at the Business Case stage of the project
management methodology in order to inform decision-making. December’s
risk review has seen the addition of three former strategic risk entries onto the
project risk registers – Cornhill, Leek Mill Quarter and the Local Plan.
•

Digital Portal

•

Committee Management System

•

Hybrid Mail

•

AES Phased Implementation

•

Management of Countryside sites (SM)

•

Cornhill (SM)

•

Leek Mill Quarter (SM)

•

Local Plan (SM)

10.2 The profile of project risk threats overall is bulleted below:





0% Critical
10% High
10% Medium
80% Low
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10.3

In addition, a total of six opportunity risks have been identified across two of
the above projects. This is still a new area of assessment for the alliance and
should increase as Managers become more versed in identifying and
assessing the positive side of risk management.
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Appendix A: Above tolerance Strategic Risks

Page 121

AMT
Owner

Ref

Risk Description
(vulnerability)

Current Controls

Impact

Likelihood

Further Mitigation Plans

Date

Andrew
Stokes

SRRT
-2

Delivery of MTFP
through the
Efficiency and
Rationalisation
Strategy

Effective programme and
project management
methodology for the
transformation programme.
Performance Management
Framework monitors the
achievement of Council Aims.
2017/18 efficiency savings
targets have been met (Yr 1).
Nov 2018 - efficiencies are on
track.

4

3

1. On-going 2. As
per project
milestones 3.
MTFP - Feb 2019

Andrew
Stokes

SRRT
-5

Effective contract
management

1. Contract register in place. 2.
Clear specification at the point
of contract appointment e.g.
KPIs. 3. Allocated contract
manager within service areas. 4.
Pre-qualification checks. 5. Due
diligence undertaken. 6.
Insurance requirements. 7.
Bond guarantee for larger
contracts.

5

3

1. Monthly Transformation Board
meetings to oversee key projects
linked to the efficiency and
rationalisation strategy e.g.
housing delivery programme to
facilitate growth and the various
income generation projects. 2.
Accelerated procurement projects
including environmental services,
leisure centres and facilities
management. 3. Mid year review
of MTFP which recognises the
continuing uncertainties around
local government finance (NHB,
BRRS).
1. Procurement Business Partner
meetings with Service Managers
have a contract management focus
and will provide prompts for
ongoing contractor checks needed
e.g. insurance reviews. 2. Updated
Procurement Strategy will have an
enhanced focus on contract
management, including a new
Toolkit for use by contract
managers. 3. Implement the
contract management module of

1. Held quarterly.
2. By March 2019.
3 and 4. During
2019/20.

AMT
Owner

Ref

Risk Description
(vulnerability)

Current Controls

Impact

Likelihood

Further Mitigation Plans
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the e-tendering system to help
with contract monitoring. 4. Carry
out a risk-prioritisation exercise for
major contracts and conduct
annual financial health checks
against the most critical
contractors.
1. Seek alternative funding sources
e.g. Homes England. 2. Consider
the feasibility of utilising the
Council's borrowing ability to
finance key schemes.

Dai
Larner

SRRT
-6

External funding
for growth /
regeneration
schemes

1. Pre-Brexit bids have been
guaranteed. 2. Lobbying of LEP
for future funding and
investment.

4

3

Mark
Trillo

SRRT
-9

Safeguarding
children and
vulnerable adults –
fulfilling our legal
duty

5

2

The Alliance Safeguarding Group
meets quarterly to manage risks.
All staff members receive training
according to a rolling -programme
linked to their level of risk. The
Safeguarding Policy and actions are
reviewed annually though a report
to Elected Members

Andrew
Stokes

SRRT
- 13

Investment into
council assets and
long term planning

1. Revised Joint Policy in place
for Safeguarding Children and
Vulnerable Adults. 2. Council is
a member of the District
Safeguarding Network (Staffs).3
All staff have been briefed on
the safeguarding policy and
identified staff have received
level 1 training in safeguarding
children. 4. Training on adult
safeguarding has been provided
to key staff members.
The completion of a full building
condition survey of all public
buildings. High level report

5

3

Complete essential H&S and
structural works to properties
whilst the strategic review is

Date

1. Linked to
accelerated
housing delivery
programme 2. As
dictated by
project timescales
On-going

To be completed
March 2019.

AMT
Owner

Ref

Risk Description
(vulnerability)

Current Controls

Impact

Likelihood

issued to Corporate Select in
July 16. Working Group being
established to assist with the
formulation of a new strategic
asset management plan.

Andrew
Stokes

SRRT
- 17

Cyber risk and IT
Security
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1. ICT security policy 2. Staff
training (ICT Use 2018) 3.
Annual health checks December 2017 was the last
one. 4. IT strategy
infrastructure review completed
and IT Infrastructure project
completed.

4

3

Further Mitigation Plans

Date

ongoing. A 12 month process to
undertake the analysis and
decisions required for the
implementation of a new strategy.
The health and safety works are
on-going and the asset
management plan is currently
being finalised.
1. Develop an IT / Digital Strategy
providing direction for the alliance
in the medium term 2. Regular
training and communication
updates 3. 2018 external health
check to test out the robustness of
our IT security.

1. Strategy to
AMT Feb 2019 2.
GDPR online
training late 2018
/ early 2019. 3.
Health check Mar
2019.
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Appendix B: Above Tolerance Operational Risks
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Service

Ref

Risk Description
(vulnerability)

Current Controls

Impact

Likelihood

Further Mitigation Plans

Date

Democratic
and
Community

DC1

Breach of equality
regulations

4

3

Training for managers on Equality
Impact Assessment and associated use
of the Mod.Gov report writing
function.

March
2019

Finance and
Procurement

FP1

Risk to income
stream/budgetary
overspend

1. Equality impact
assessments undertaken
2. Equalities policy in place
3. Equality impact has been
written into the new project
methodology currently being
introduced.
4. Staff training programme
delivered.
5. Monitor completion and
quality of EIAs through the
Mod.Gov system
1. Budget monitoring
2. Efficiency programme
3. Consider latest intelligence
for budget reviews
4.Contingency reserve in place

4

3

1. Ensure there is a provision in the
General Fund on an annual review
basis.
2. Monitor budget position and target
specific areas quarterly throughout
the year.
3. Resourcing of efficiency and
transformation process via the
Transformation Board.

Ongoing
continual
process

Service
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Ref

Risk Description
(vulnerability)

Current Controls

Impact

Likelihood

Further Mitigation Plans

Date

FP2

Pension Liability
risk to budget

1. Monitoring of pension
liability. 2. Careful
consideration of pension cost
implications when awarding
contracts (externalisation of
services). 3. Base budgets on
latest intelligence. 4. Manage
pressure through the Financial
Planning process. 5. Close
liaison with pensions authority
6. Careful workforce planning

4

3

1. Flag up potential long term risks
and manage carefully as part of the
medium term financial planning
process.
2. The LGPS triennial valuation
outcomes have been incorporated
into the updated MTFP in Feb 2017.
The next review will take place in 3
years.

1. Ongoing
2. Ongoing

FP3

Treasury
Management
failure(General)

1. Professional training of
staff. 2. Professional advice
and support. 3. Careful control
of lending list including
investment limits on
institutions through formally
adopted Treasury
Management strategy.
4. Full compliance with the
Chartered Institute of Public
Finance and Accountancy's
(CIPFA) Code of Practice on
Treasury Management

5

2

Carry out regular credit checks and
react to latest developments in
treasury management risk
Incorporate into the annual Treasury
Management Strategy

Ongoing
continual
process

Appendix C: Above Tolerance Project Risks
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Project

Ref

Cornhill

C1

Leek Mill
Quarter

LM
1

Risk
Description
(vulnerability)
Viability of the Cornhill
development project
(eastern access)

Lack of funding to
progress the
development project

Current Controls

Impact

Likelihood

Further Mitigation Plans

Date

1. Highways design and
costing exercise (July 2014). 2.
Masterplan and development
appraisal for Cornhill
East/Phase 1 of road scheme
commissioned in 2015. 3. ESIF
funding bid made in 2015 for
employment development
and access road on Cornhill
East (unsuccessful) but to be
resubmitted. Cabinet reports
on resource implications and
approval for submitting
application for outline
planning approval submitted.
1. Achieve some control over
site by entering into option
arrangement. 2. explore
funding opportunities from all
available sources

2

5

Work with partners and adjacent
landowners to bring the project
forward. Joint masterplan prepared
with adjacent landowner (Casey
Developments) - Sept 2018 and joint
funding bid. Outcome expected Feb
2019.

Feb 2019

3

5

1. Discussions are ongoing with the
owner regarding revised option
arrangement for the site. 2. A Leek Mill
Quarter masterplan is being considered
in partnership with SCC and PENDA
(Kier) to explore redevelopment
opportunity of the wider area including
London Mill to improve development
potential and therefore viability. 3.
Conversations with HLF are ongoing
regarding a Stage I bid. 4. Property is
believed to have been purchased by a
developer, which could reduce the risk
to the project but funding is still
unsecured and viability remains an
issue.

On-going
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Agenda Item 11
STAFFORDSHIRE MOORLANDS DISTRICT COUNCIL
Report to Audit and Accounts Committee
8th February 2019
TITLE:

Review of Risk Management Strategy

PORTFOLIO HOLDER:

Cllr Sybil Ralphs, Leader of the Council

CONTACT OFFICER:

Information Business Partner

WARDS INVOLVED:

Non-Specific

Appendices Attached – Appendix 1: Risk Management Strategy
1.

Reason for the Report:

1.1

To present for approval the updated Risk Management Strategy, this sets the
Council’s risk tolerance threshold.

2.

Recommendation

2.1

That members approve the revised Risk Management Strategy as detailed at
Appendix 1.

3.

Executive Summary

3.1

The Alliance Risk Management Strategy is reviewed every two years in order
to ensure the Council’s approach reflects changing circumstances.

3.2

The 2019 strategy review has been informed by a number of considerations,
including:






A voluntary external review of our risk management arrangements by
strategic risk engineers from our Insurance partners, Zurich
Findings of internal audit and other reviews
Financial challenges facing the Council over the course of its Medium Term
Financial Plan and how this might affect our tolerance to financial risk
Consultation with senior managers via the corporate Risk Management
Group
Horizon-scanning for emerging risks within the public sector and more
widely, as identified by the risk and insurance sectors.

Page 129

4.

How this report links to Corporate Priorities

4.1

Risk Management impacts on all service areas and therefore links to each of
the Council’s Corporate Plan aims.

5.

Options

5.1

The committee can approve the revised strategy or suggest amendments.

6.

Implications
6.1

Community Safety - (Crime and Disorder Act 1998)
None

6.2

Workforce
None

6.3

Equality and Diversity/Equality Impact Assessment
This report has been prepared in accordance with the Council's Diversity
and Equality Policies

6.4

Financial Considerations
Effective Risk Management contributes to the Council’s financial
objectives

6.5

Legal
There are no specific legal implications arising from the adoption of the
risk management strategy.

6.6

Sustainability
None

6.7

Internal and External Consultation
Service Managers have been consulted on the current Risk Management
Process through the Risk Management Group

6.8

Risk Assessment
Establishing the Council’s risk tolerance is central to delivering a
successful Risk Management Strategy.

ANDREW P STOKES
Executive Director (Transformation) & Chief Finance Officer
Background Papers

Location

Contact details

Medium Term Financial Plan.
Global Risks Report 2019 –
World Economic Forum.
Zurich Risk Review – 2018.

Available on request

Vanessa Higgins
OD & Transformation,
Ext 4057 Leek
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7.

Background

7.1

The Council’s Joint Risk Management Strategy was first adopted in December
2010. In line with the commitment given in the Strategy to undertake regular
reviews, the Strategy is now in its seventh iteration.

8.

2019 Review

8.1

The 2019 strategy review has been informed by the areas bulleted below,
which are explored in more detail in the following paragraphs.






A voluntary external review of our risk management arrangements by
strategic risk engineers from our Insurance partners, Zurich, which focused
on specific areas
Findings of internal audit and other reviews relating to risk management
Financial challenges facing the Council over the course of its Medium Term
Financial Plan and how this might affect our tolerance to financial risk.
Consultation with senior managers via the corporate Risk Management
Group.
Horizon-scanning for emerging risks within the public sector and more
widely, as identified by the risk and insurance sectors.

8.2

External Review – In April 2018 the Alliance commissioned Zurich to carry
out a desktop review of its approach to strategic risk management with a
particular focus on opportunity risk. The review was extremely positive and
concluded that the ‘strategic risk register supports the Strategy and Guidance
very well and gives assurance that the Alliance take risk management
seriously and the process is well managed. Documentation demonstrates that
the organisation is very mature in its risk management and all officers
connected to the process should be applauded for the obvious work which
takes place’.

8.3

The review also provided some useful guidance for the Council in terms of
how to more formally assess opportunity risk and a new reverse matrix has
been included within the revised Strategy. Our new approach to recording
opportunity risk has also been reflected in all risk registers, alongside the
inclusion of root cause analysis at the risk identification stage.

8.4

Audit findings – The Information Team gained a sought after ‘substantial’
assurance assessment in the 2018/19 Risk Management audit in recognition
of the processes in place. The only area for further minor improvement is in
relation to the timely and transparent assessment of risks within the project
management methodology.

8.5

Tolerance threshold – The recommendation within this report is that the
current risk-threat tolerance threshold is still valid, given the financial context
outlined within the Medium Term Financial Plan. An equivalent threshold has
been set for opportunity risk, to allow for reporting by exception of those high
gain / high probability risks. The suggestion of introducing different tolerance
levels for different categories of risk has been considered within the review but
given the large number of categories involved, it’s felt that this would add
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unnecessary complexity and bureaucracy into a system that is acknowledged
as working well.
8.6

Horizon-scanning for new and emerging risks within local government and
beyond helps inform both our risk strategy and our strategic risk register. The
2019 review has looked at both the national and global context using
resources from the Insurance and Risk sectors.

8.7

Looking beyond the national picture to the ‘Global Risks Report 2019,’
produced by the World Economic Forum just last month; the risk landscape
has been segmented into five areas:
 Economic vulnerabilities – slowing economic growth, persistent
economic inequality, asset bubbles, failure of a financial institution,
inflation/deflation, and energy price shocks
 Geopolitical tensions – tension between the globalization of the world
economy and the growing nationalism of world politics is a deepening
risk
 Societal and political strains - World Health Organisation data suggests
that depression and anxiety disorders increased by 54% and 42%,
respectively, between 1990 and 2013. Worldwide 700 million people
are estimated to have a mental disorder. In the UK, an independent
review found that while sickness related absences overall fell by more
than 15% between 2009 and 2017, absences related to mental health
problems increased by 5%. The UK review recommended revising
health and safety provisions to take greater account of mental as well
as physical well-being
 Environmental fragilities – extreme weather events, climate change
mitigation, upheavals in the global waste disposal and recycling supply
chain, loss of biodiversity
 Technological instabilities – fourth industrial revolution, cyber attacks
(357m malware variants in 2016 alone), data fraud / theft, critical
infrastructure breakdown, adverse consequences from technological
advancement (psychological stress, loneliness and isolation).

8.8

A fundamental review of the Council’s strategic risk register took place with
senior managers in autumn 2018, set within the context of the Council’s four
corporate aims and the wider risk landscape. The review also took account of
the risk areas suggested by Zurich, some of which had already been included.

8.9

As a result a new strategic risk register has been developed, which addresses
both risk threats and risk opportunities using the revised methodology. The
new risk areas included are shown in the table below, together with linkages to
their relevant risk categories:
Risk
Effective contract management

Threat
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Opportunity

Category
Economic

Risk
Threat
Staff resources and retention
Cyber / IT Security
External funding for growth
Meeting the needs of a changing
local population
Community engagement
Meeting the environmental
regulatory framework
Energy supply
Council trading (commercialism)

Opportunity

Category
Social
Technology
Economic
Social
Social
Environment
Environment
Economic

8.10

Progress in identifying opportunity risk within the Council’s strategic,
operational and project management activities is at its early stages but we
remain at the forefront of the sector in taking this aspect forward. More training
and support will be provided for relevant managers this year to help embed
this work.

8.11

Voluntary external checks on the Alliance’s Information Governance
arrangements will also take place this year, together with a focused piece of
work considering the strategic risks involved in increased trading activities /
commercialism.

8.12

The proposed changes to the Council’s Risk Management Strategy are
highlighted in red within Appendix 1.
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Equality Impact Assessment (EIA) Form
NAME OF COUNCIL

Staffs Moorlands DC

SECION 1: Initial Screening
Name of policy1 or function2 being assessed

Policy / Function Status

Risk Management Strategy

Revised

Responsible Service Area

Date Form Completed

OD & Transformation

30.1.19

Lead Officer for this Assessment

Contact Number

Information Business Partner

4057

Does the policy or function have any implication or relationship to the Council’s equality
duties? (See summary on back page) No
Does/Will the policy or function have an impact on the availability, eligibility, quality or cost
of a service to individuals, households, communities or specific groups of people? No
Does/Will the policy or function have an impact on the quality of life of individuals,
households, communities or specific groups of people? No
Does/Will the policy or function have an impact on the opportunities for individuals,
households, communities or specific groups of people to improve their lives in some
specific way? No
If yes/possibly to any of the above questions then please complete section 2.
If No to all the above questions then please provide a brief summary explanation of why the
policy/function requires no further consideration with respect to the Council’s equality
duties.
The Risk Management Strategy does not impact on equalities duties as it does not dictate direct service delivery decisions or
policy initiatives. It exists to ensure risk is considered within decision-making, project management and service delivery.

1

Definition of policy = This can include policies, procedures, guidance, strategies and/or plans

Definition of function = Broad areas of activity, duties or powers – usually a service or set of services, including
services which are provided internally
1

2
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SECTION 2:
2.1: Identifying the aims of the policy or function
Summarise: the main aims, objectives and/or purpose and scope of the policy, practice,
service or function.

Who is/are the intended customer or beneficiary of this policy or function?

2
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2.2: Evidence of Impact
What evidence or data is being used to inform the Council’s understanding of the impact
of the decision about this policy or function on equality target groups? (Please list and
note where the evidence/data is held.)
Note: Evidence from consultation/ engagement is particularly powerful and Appendix 1 includes
guidance.

Are there gaps/weaknesses in the available evidence/data which limit our understanding
of the impact?
Yes/No Detail:

If yes: How significant are these gaps?
Not Significant – can proceed to
Justification:
decision
Significant but can proceed to
decision

Justification & action to be taken:

Significant and requires further
investigation prior to a decision
being made.

Summarise the plan of action:

3
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2.3: Assessment of impact
Taking into account all the evidence available to you indicate where you think that the policy/function could have an
intended or unintended negative impact on a particular group: i.e. it could cause some disadvantage. Potential
discrimination may be direct - i.e. treating someone less favourably because of certain attributes of who they are or
indirect i.e. when the proposed practice, policy or procedure may have the effect of disadvantaging people who share
certain protected characteristics. Indicate where you think the policy/function could have an intended or unintended
positive impact on any of the groups to promoting diversity and equality. Where the policy/function is not relevant to
a particular group or has no potential impact indicate as neutral. Please give reasons for each outcome:

Protected
Groups

Negative
Impact

Positive
Impact

Neutral
Impact

People of a
particular age
such as children,
young people,
older people
People with
disabilities
including physical
disabilities,
sensory
impairments,
limiting long-term
illnesses, learning
disabilities or
mental health
difficulties
Racial / minority
ethnic groups?
Women or men
including those
living in particular
communities
Pregnant
women or
people on
maternity or
paternity leave
or breastfeeding
mothers.
A person’s
marital status
including civil
partnership
People with a
particular sexual
orientation
People with
particular religion
or belief
Trans people or
people planning
to or going
through gender
reassignment
4
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Explain impact & state what action can
be taken (either to mitigate negative impacts or
enhance positive impacts) .

If there is potential for significant negative impacts on groups with protected characteristics which either cannot be
mitigated or where there is uncertainty about the efficacy of measures, consideration should be given to
consultation/engagement (or further consultation and engagement) with those groups of people who may/will be
impacted. (See appendix for advice and guidance). If further consultation takes place then the Assessment of Impact
above (2.3) should be done again taking into account the additional evidence.

If an adverse negative impact has been identified and cannot be fully mitigated then does
the officer consider that it can be justified on grounds of promoting equality of
opportunity for one group or any other reason? I.e. is it a proportionate response to
achieve a legitimate and justified aim. Please explain.

5
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2.4

Assessing relevance to the public sector Equality Duty

Standing back from the assessment of impact in relation to specific protected groups: are
there any broader issues which you can identify either negative or positive opportunities
for the Council to advance equality and foster good relations?

2.5 Summary
Summarise what actions if any are being recommended or will be taken in order to address
negative impacts?

Signed (lead officer):

__________________________________________

Date:

I confirm that the completed Equality Impact Assessment will be published on the Council’s
website.
I am satisfied that feedback has been given to anyone who was consulted in order for this
assessment to have been made.
I confirm that the matters set out in the Assessment will be put before Members before any
decision is made in relation to the subject matter of the Assessment.

Signed (Manager):
Date:

6
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Appendix: Consultation/Engagement
If properly conducted consultation or direct engagement with groups of people who will or may be
impacted by a service or a decision can provide vital evidence which the Council can use to inform
its decisions.
It is critical that consultation is carried out well otherwise the results will be of limited value,
misleading and could even leave the Council open to legal challenge. You must inform and clear
your consultation plans with the Democratic and Community Service Team (contact Kerry Towers,
Assistant Policy officer - Consultation) and, if required complete a Privacy Impact Assessment in
accord with the Council’s Data Protection Policy.
Planning Consultation
Begin by recalling:




your function or policy purpose and scope
who will benefit or be affected by the policy or function (the target population)?
who might be the excluded or marginalised groups within the target population?

Who is the Council targeting for engagement or consultation?
What impact has the Council already identified or assumed? (You can copy and use section
2.3 of the equality Impact assessment to help you clarify what you think the impact will be for
particular groups – this will either be based on current evidence and/or your assumptions)
What potential mitigating measures are proposed or could be explored?
Consultation




Carryout a consultation, that reaches the identified excluded or marginalised groups.
Ensure all relevant employees and staff support groups are consulted.
Review the consultation in terms of inclusivity and equality by asking:
o What are the views of those consulted on the contribution that the function or policy
makes to equal opportunities and inclusion?
o Are there any differences in responses between different groups?
o Have any new insights been gained about the impact of the policy/function?
o Have any new ideas emerged about effective measure to mitigate any negative effects
of the policy/function?
o Have any new ideas emerged that could provide the Council with a positive opportunity
to progress the aims of the General Equality Duty?



Keep a record of those consulted, together with the responses, any additional evidence and
your conclusions (above).

7
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The Equality Duty – a Summary
The equality duty was developed in order to harmonise the equality duties and to extend it across
the protected characteristics. It consists of a general equality duty, supported by specific duties
which are imposed by secondary legislation. In summary, those subject to the equality duty must,
in the exercise of their functions, have due regard to the need to:




Eliminate unlawful discrimination, harassment and victimisation and other conduct
prohibited by the Act.
Advance equality of opportunity between people who share a protected characteristic and
those who do not.
Foster good relations between people who share a protected characteristic and those who
do not.

These are sometimes referred to as the three aims or arms of the general equality duty. The Act
explains that having due regard for advancing equality involves:




Removing or minimising disadvantages suffered by people due to their protected
characteristics.
Taking steps to meet the needs of people from protected groups where these are different
from the needs of other people.
Encouraging people from protected groups to participate in public life or in other activities
where their participation is disproportionately low.

The Act states that meeting different needs involves taking steps to take account of disabled
people's disabilities. It describes fostering good relations as tackling prejudice and promoting
understanding between people from different groups. It states that compliance with the duty may
involve treating some people more favourably than others.
The equality duty covers the nine protected characteristics: age, disability, gender reassignment,
pregnancy and maternity, race, religion or belief, sex and sexual orientation. Public authorities also
need to have due regard to the need to eliminate unlawful discrimination against someone
because of their marriage or civil partnership status. This means that the first aim of the duty
applies to this characteristic but that the other aims (advancing equality and fostering good
relations) do not apply.
For more information about the Council’s Equality Duty visit the Equality and Human Rights Commission
website on http://www.equalityhumanrights.com/private-and-public-sector-guidance/public-sectorproviders/public-sector-equality-duty/what-equality-duty or ask legal services to assist you.

8
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RISK MANAGEMENT STRATEGY
1.
1.1

Introduction
High Peak Borough Council and Staffordshire Moorlands District Council (hereafter
called the Alliance) have embedded risk management into their cultures, processes
and structures to ensure that opportunities are maximised and risk minimised. This
Strategy will enable the Alliance to develop risk management further through its
effective use in management and decision making processes.

1.2

The Alliance recognises that there are risks involved in everything it does and that it
has a duty to manage these risks efficiently and effectively. This duty is to staff,
residents, service users, partners, contractors and funding agencies.

2.
2.1

Statement of Commitment
The Leaders and portfolio holders of both Councils and the Alliance Management
Team are committed to:
 Adopting best practice in the identification, evaluation and cost effective
control of risks.
 Ensuring wherever possible that risks are either reduced to a level within the
Alliance’s risk tolerance or eliminated.
 Maximising opportunities to achieve the Alliance’s objectives and deliver core
service provisions.

2.2

It is acknowledged that some risks will always exist and will never be eliminated.

2.3

All employees must understand the nature of the risk and accept responsibility for
risks associated with their area of work. In doing this they will receive the necessary
support, assistance and commitment from senior management and members.

2.4

The Alliance’s risk management objectives are an inherent part of good management
and governance practices. The objectives need the full support of members and
active participation of directors and service managers.

2.5

This strategy demonstrates how the Alliance is discharging its responsibility to
manage risks and maximise opportunities using a structured and focused approach
to risk management.

3.
3.1

Definitions:
Enterprise Risk Management
A framework for risk management which involves identifying events or circumstances
relevant to the Alliance’s objectives (risks and opportunities); assessing them in
terms of likelihood and magnitude of impact; determining a response strategy and
monitoring progress. By identifying and proactively addressing risks and
opportunities, the Alliance will create value for its stakeholders, including employees,
customers, regulators, and society overall.

3.2

Governance
‘An interrelated system that brings together an underlying set of legislative
requirements, governance principles and management processes.’ (Delivering Good
Governance in Local Government by CIPFA (Chartered Institute of Public Finance
Accountants) and SOLACE (Society of Local Authority Chief Executives). Good
governance leads to good: management, performance, stewardship, public
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engagement and, ultimately, good outcomes for citizens and service users and other
stakeholders.
3.3

Risk
The effect of an uncertainty (positive or negative) on objectives. Risks should not be
confused with:
 ‘Consequences’ (an outcome of an event);
 ‘Issues’ (something present that can be adequately controlled through routine
operational activity); and
 ‘Incidents’ (event in which a loss occurred or could have occurred regardless
of severity).

3.4

Risk Management
The process, by which risks are identified, evaluated and controlled. Good risk
management increases the likelihood of success and reduces uncertainty in
achieving objectives.

3.5

Risk Assessment
This is the overall process of risk identification, analysis, and evaluation.

3.6

Risk Tolerance
The Financial Reporting Council in its updated (June 2010) Corporate Governance
Code states: “The board is responsible for determining the nature and extent of the
significant risks it is willing to take in achieving its strategic objectives.” The threshold
for the Alliance’s tolerance to risk is outlined within the matrix at Appendix A.

3.7

Once established, the risk tolerance can be used as an input in the decision making
process. If the Alliance is risk averse then possible beneficial opportunities may be
passed over as the risk is too great. Whereas a lower aversion to risk may well
accept the opportunity but with the knowledge that there is a more significant risk
level.

3.8

The risk tolerance thresholds should be reviewed regularly by the Risk Management
Group and agreed by the Audit Committee biennially. By doing this the Council will
be determining the nature and extent of the significant risks that it is willing to take in
achieving its strategic objectives. The review by the Audit Committee will ensure
robust challenge and endorsement. Matters to consider will include:





To what extent does the Alliance want to be a risk taker
Can the Alliance afford to take risks
What level of risk is tolerable
Should there be a consistent attitude to risk across services

4.
4.1

Objectives and Benefits of Risk Management
The Alliance is committed to establishing and maintaining a systematic approach to
risk management through Enterprise Risk Management. Risk Management is one of
the foundation stones on which every decision taken at corporate and operational
level is made and assists in achieving objectives.

4.2

The objective of risk management is to reduce the frequency of risk events occurring
(wherever this is possible) and minimise the severity of their consequences if they do
occur. Even when the likelihood of an event occurring (such as a severe storm)
3
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cannot be controlled, steps can be taken to minimise the consequences i.e. by
having effective and robust Emergency and Business Continuity Plans in place.
4.3

Risk management provides a framework within which the Alliance can be forward
looking and innovative and minimise potential damage or loss to the Alliance, its
staff, residents, service users, partners, contractors and funding agencies.

4.4

Risk is not restricted to potential threats but can be connected with opportunities.
Good risk management can facilitate proactive, rather than merely defensive,
responses. Measures to manage adverse risks are likely to help with managing
opportunities.

4.5

The key objectives of this risk management strategy are to: Achieve the objectives of the Risk Management Strategy through the use of
the risk management process using Enterprise Risk Management.

4.6

4.7



Add value by improving the ability of the Alliance to: manage uncertainty;
anticipate change; protect its reputation; and deliver its objectives.



Ensure that the framework for identifying, evaluating, controlling, reviewing,
reporting and communicating operational, project and strategic risks across
the Alliance is implemented, understood and embraced by all staff and
members.



Assist in good governance arrangements that comply with health and safety,
insurance and legal requirements.



Protect the Alliance’s assets (tangible and intangible) and make services more
resilient to critical disruption.

These objectives will be achieved by:
 Clearly defining the roles, responsibilities and reporting lines within the
Alliance for risk management.


Reinforcing risk management as part of all decision-making processes and in
all aspects of activity including service delivery.



Maintaining documented procedures for the control of risk and provision of
suitable information, training and guidance.



Having in place contingency plans to secure business continuity where there
is a potential for an event to have a major impact upon the Alliance’s ability to
function.

Effective risk management will strengthen the ability of the Alliance to achieve its
aims and objectives; and enhance the value of services through the effective
management of risks. This is turn should provide the following benefits, which are not
mutually exclusive:
Strategic:
 Increased likelihood of realising corporate ambitions
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Contribution to improved decision-making to achieve the desired outcomes by
assisting members and officers to make informed decisions about the
appropriateness of adopting policy, project management, procurement or
service delivery options
Wider demonstration of openness and accountability to various inspectorate
bodies and stakeholders
Improved image and reputation
Effective management of partnership and project risks
More informed assessments of business opportunities
Members have a clear understanding of their responsibilities:
o Improved member challenge / scrutiny
o Members and management assured on the adequacy of arrangements
for the conduct of business and the use of resources.

Operational:
 Services have the knowledge and tools to identify the strategic and
operational risks to their business and have in place arrangements to mitigate
and manage these risks
 Improved use of finances and other resources as risks are managed and
exposure to risk is reduced
 Greater risk awareness and an improved control environment
 Increased willingness and confidence to undertake innovative projects and be
less risk averse whilst managing risks efficiently and effectively
 Proactive approaches to responding to emerging risks and focus on the risks
that will inform future strategies enabling more effective planning for the future
 Demonstrable achievement of and adherence to statutory (including health
and safety) and legal standards.
Projects:
 Increased likelihood of realising project deliverables
 Effective management of partnership and project risks
 More informed assessments of business opportunities
 Improved use of finances and other resources as risks are managed and
exposure to risk is reduced
 Increased willingness and confidence to undertake innovative projects and be
less risk averse whilst managing risks efficiently and effectively
5
5.1

Approach
The approach taken to risk management by the Alliance follows the principles of
enterprise risk management. This approach enables the Alliance to consider the
potential impact of all types of risk on all the activities of the Alliance in a structured
manner allowing the Alliance to benefit from effective risk management. These
benefits are continuity of service; being able to plan for eventualities; and not having
“nasty” surprises.

5.2

To assist with this approach to risk management and to ensure consistency across
the Alliance, a guidance document on the risk management process has been
prepared. The process will be reviewed by the Information Business Partner in line
with the Risk Management Strategy review timetable.

5
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5.3

In order to support risk minimisation initiatives across the Alliance, each Council has
set aside Risk Reduction Funding against which Services can bid for one-off funding.
The Corporate Risk Management Group receives all such bids and decides on the
merit of each submission.

5.4

By effectively managing risks and opportunities, which is part of good governance,
the Alliance will be in a stronger position to: deliver its objectives, provide improved
services to the public, work better with partners and achieve best value. Risk
management will inform the Alliance’s business processes, including:











Strategic planning
Financial planning
Service planning
Policy making and review
Performance management
Project management
Partnership working
Contractors / suppliers
Internal Control and Internal Audit.
Business continuity and emergency planning.

5.5

For those with responsibility for achieving objectives, responsibility also lies for
identifying and assessing risks and opportunities; developing and implementing
controls and warning mechanisms; and reviewing and reporting on progress. The
identified risks and relevant control measures will be managed through the Alliance’s
Risk Registers.

5.6

Some objectives could be reliant upon external organisations that the Alliance works
with, e.g. partners and contractors. This partnership working could affect the
achievement of an objective and therefore the risk management process has been
incorporated into the way the Alliance works within these partnerships through the
Partnership Protocol.

6
6.1

Risk Management Process
Consideration of risk should not be a stand-alone process and should reflect
uncertainties in the planning and delivery processes which could seriously affect
outcomes, for example: resources, funding strategies, partnerships, or suppliers.

6.2

The Alliance will adopt the following risk management process:
The risk management cycle:
Risk
Identification
Risk Analysis
/ Evaluation

Monitoring
and Review
Risk Control

6.3

The risk management process is outlined below:
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Step

Title

Description

1

Risk
Identification

2

Risk Analysis
/ Evaluation

Identify risks by reference to corporate, service or project
objectives. This will involve identifying the perceived
uncertainty and its root cause (the underlying vulnerability or
trigger) and the potential consequences.
Areas of potential risk need to be systematically and accurately
assessed. The process requires an assessment of the:
 Probability of a risk event occurring.
 Potential severity of the consequences should such an
event occur.
 Possible resource and other implications.
 Priority of the risk for action in relation to the Alliance’s
risk tolerance.

3

Risk Control

Once threats and opportunities have been identified their
potential “inherent risk” is evaluated i.e. with no mitigation in
place. It is then re-evaluated taking into account the effect of
mitigations that are in place and active. The result is the
determination of the “residual risk.”
Prioritisation for attention is according to the existing control
environment, risk tolerance, residual risk assessment, and the
availability of resources.
Risk cannot be eliminated completely. Risk management is the
process of taking action to minimise the likelihood of the risk
event occurring and/or reducing the severity of the
consequences should it occur or maximising the opportunities.
Determine the course of action necessary to reduce the risk
further preferably to within the Alliance’s risk tolerance. Such
action will be: treatment, transfer, tolerate or terminate. All
possible actions need to be considered / evaluated.
Assign clear responsibility for managing the risk to an
appropriate “risk owner” who is able to influence and take
necessary actions.
Action plans to address risks should be SMART (Specific,
Measurable, Achievable, Relevant &Timely).
Contingency arrangements need to be developed that are
appropriate to the threat identified.

4

Risk
Monitoring &
Review

The required actions will be entered into the risk register and
monitored.
There must be monitoring and review of:
 The implementation of the agreed control action
 The effectiveness of the action in controlling the risk
 How the risk evolves / changes in response to changes
in the operating environment, changing business
conditions, operational changes etc
 Where an incident occurs the post-incident reviews must
be undertaken into the causes/impact and identify
lessons learnt
 As part of the review the risks will be re-evaluated and
the cycle will continue as demonstrated in the diagram
above.
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7
7.1

Risk types
There are three levels of risk:
Risk type
Level of risk
Title
Strategic

Operational

Project

8
8.1

Impact

Managed by

1. Matters affecting the
delivery of Corporate
Plans.
2. Matters affecting the
Alliance
3. Matters affecting more
than one service
Affecting a service area

Has potential to affect
the objectives / goals of
the Alliance

Alliance
Management
Team

Has potential to affect
service delivery

Affecting a specific project or
across a programme

Has potential to affect
project deliverables

Service
Manager/
Head of
Service
Project
Manager /
Sponsor

Roles and Responsibilities
Responsibility for risk management sits across the Alliance and includes members,
senior officers and to some extent all employees. Clear identification of roles and
responsibilities will ensure the successful adoption of risk management and
demonstrate that it is embedded in the culture of the Alliance. Roles and
responsibilities are as shown below and can be split into three lines of assurance:
First Level – Management
The Assurance at this level comes mainly from those charged with delivering specific
corporate objectives, projects or operational activities.
Group /
Role
Individual
Cabinet /
 Oversee the effective management of risk throughout their
Executive
Council
Chief
Executive







Directors







Ultimate responsibility for risk management across the Alliance
To ensure that risk management practices across the Alliance
reflect best practice
To ensure that an effective strategy is in place
To ensure that risk management issues are fully considered in
the decision making process
Ensure that risk management is fully embedded across the
Alliance
Ensure that the risk management process is promoted,
developed, managed and implemented effectively in their service
areas
Make decisions with their service managers as to which service
risks may warrant inclusion on the strategic risk register
Identify and manage corporate risks facing the Alliance
Take ownership of strategic risks in their directorate and include
them in the Strategic Risk Register
Disseminating relevant information to service managers and
employees
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Member
Champion
Heads of
Service /
Service
Managers



To promote the concept and practice of risk management



To act as risk management champion within their service and
ensure their service actively and positively embraces the risk
management process
 Ensure that risk management is an integral part of service
planning
 Take ownership of service risks in their service
 Recommend any necessary training for employees on risk
management
 Share relevant information with colleagues in other service areas.
 Support the work of the risk management group
 Liaising with external agencies to identify and manage risk
 Maintain and update the service operational risk register
 Have in place procedures for new, emerging and escalating risks
 Monitor (and share with director and risk officer) situations where:
o
Risks that are rising in their level of severity
o
Circumstances where managers have been unable to
implement the agreed mitigating actions
o
Risk that potentially have an impact on other services
Second Level – Corporate Groups / Specialist Officers
Assurance at this level comes from other management areas that are not directly
responsible for service delivery but which carry out reviews to ensure risks are being
managed. Responsibilities include ensuring compliance.
Section 151
 Ensure that the risk management processes are robust through
Officer
regular reporting and the work of Internal Audit
 Overall control of the risk management function
 To promote the implementation of the Alliance’s Risk
Management Strategy
Risk
 Monitor and review the risk management strategy
Management  Challenge and monitor the implementation of the risk
Group
management mitigation plans within Operational and Project
Risk Registers
 Promote and share good risk management practice throughout
the Alliance
 Support the development of the risk management process, share
experience on risk, and aid / advice in the review of risk
management issues
 Identify areas of overlapping risk
 To identify trends and priorities
Information
 To develop and maintain a risk management process reflecting
Business
best practice
Partner
 Biennially review the risk management strategy and process
ensuring it remains robust
 Ensure that risks are reviewed and reported to management
 Collate and manage the risk registers
 Prepare annual and periodic risk management reports for the
Audit Committee
 Identify and communicate risk management issues to services,
and assist in undertaking risk management activity through
guidance, training or direct support
9
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Promote the risk management process throughout the Alliance
with both members and officers, ensuring the process is
embedded, effective and reflects best practice
 To consult with service managers concerning risk issues
 To act as lead support officer for the corporate risk management
group
Third Level – Independent / External
Assurance at this last level comes from independent and objective sources such as
Committees and external agencies. Responsibilities here include challenge.
Audit
 Pro-actively challenge senior management and relevant officers
Committee
on the identified risks
 Provide independent assurance of the effectiveness of the risk
management framework and associated control environment
 To approve and agree changes to the risk management Strategy
and risk tolerance
 Monitoring the Council’s risk management arrangements
 Monitor the operational, project and strategic risk registers by
exception
 Review progress being made with regard to implementation of
actions being taken to address risk management issues
 Ensuring that the statement on internal control correctly reflects
the risk environment.
All Members
 To promote good risk management processes
 To ensure that risks have been robustly assessed in reports
presented to members.
All officers
 Be aware of the Alliance’s risk management strategy
 Manage risk effectively in their jobs, liaising with their line
manager to assess areas of risk in their job.
Internal Audit  To provide an opinion on the effectiveness of internal control and
risk management arrangements across the Alliance
External
 To provide an external opinion on the management of significant
Audit
risks
9
9.1

Embedding risk management into the culture of the Alliance
The Alliance has a well established risk management culture and this strategy seeks
to build on that. The aim is to ensure that risk management plays an integral part in
decision making and the day to day business of the Alliance in a structured manner.

9.2

Our principles are to:
 Engage all members, staff and partners, in effective risk management
processes
 Encourage an open culture where no-one will be criticised or blamed for
raising genuine issues
 Use risk management to learn how to improve activities and behaviours and
so improve services and thereby better serve customers
 Encourage all members and senior managers to lead by example in
demonstrating the culture of learning rather than blame
 Ensure that significant decisions are only made after a proper assessment of
the risks has been properly considered
 Minimise negative risks and maximise opportunities.
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10
10.1

Links to Governance issues
Corporate Governance
Risk management is an essential part of the CIPFA/SOLACE framework on
Corporate Governance that has been adopted by all Local Authorities. The
Framework requires the Alliance to establish and maintain a systematic strategy,
framework and process for managing risk.

10.2

Internal Control
Good internal control ensures that the processes and procedures operate in an
orderly and efficient manner, statutory and management requirements are complied
with, assets are safeguarded and records are complete and accurate. Poor internal
control will increase the risks.

10.3

Performance Monitoring
Performance monitoring of risk management activity will ensure that the treatment of
risk remains effective and the benefits of implementing risk control measures
outweigh the costs of doing so. Performance monitoring is a continual review not only
of the whole process, but also of individual risks or projects and of the benefits
gained from implementing risk control measures.

10.4

Project Management
The application of robust risk management in delivering major and complex projects
will assist in the successful delivery of projects. The corporate approach to risk
management and assessment is applied to project risks as part of the project
management methodology.

10.5

Data Quality
The Alliance needs to ensure that the data used for performance monitoring and to
inform decision making is accurate, reliable, timely and fit for purpose. If the
information is misleading, decision making may be flawed, resources may be wasted,
poor services may not be improved and policy may be ill-founded. This could
represent significant risks to the Alliance. The Alliance has a Data Quality Policy
which sets out the measures in place to ensure that data is fit for purpose.

10.6

Anti-Fraud and Corruption
The Alliance has anti-fraud and corruption frameworks in place, which will direct the
Alliance towards ensuring a professional and ethical approach to combating fraud.
Good risk management practices will assist in enhancing the level of internal control
thereby assisting in reducing the opportunities for fraud and corruption.

10.7

Business Continuity
The business continuity process is essentially risk management applied to the whole
Alliance and its ability to continue with its service provision in the event of a
catastrophic event. The Alliance must ensure risk management processes are
applied throughout the business continuity lifecycle.

10.8

Emergency Planning
The Emergency Plans provide a framework that will enable the Councils to provide a
quick and effective response to mitigate the effects of any emergency on the public
and/or the environment in the Borough / District.

10.9

Health and Safety
11
Page
153

The Alliance has demonstrated a commitment to Health and Safety with the
development of policies and guidance specifically addressing the management of
risk.
11
11.1

Reporting
The structure for reporting risks effectively is to report on an exception basis
prioritising the most significant risks (those with a risk rating of ‘high’ or above, which
are beyond the Alliance’s current risk tolerance).

11.2

The reporting timetable will be:
Timeframe Description:

Report to:

Quarterly

Review of the Strategic, Project and
Operational Risk Registers.

Corporate Risk
Management Group

Biennially

Review of the risk management strategy to
identify and agree major changes, including a
review of risk tolerance.
Strategic, Project and Operational Risk
Register reports

Audit Committee and
Alliance Management
Team
Alliance Management
Team and Audit
Committee

Biannually

Reporting must be on an exception basis
ensuring it is meaningful and prioritises the
significant issues.
12
12.1

CONCLUSION
By embracing risk management the Alliance will make the most of the opportunities
which it faces, whilst operating within a risk-aware environment. By effectively
managing risks and opportunities, which is all part of good governance, the Alliance
will be in a stronger position to deliver its objectives and meet the requirements of the
financial constraints in the public sector; work better as a partner with other
organisations and achieve best value.
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Risk Tolerance Thresholds

Appendix A

The Alliance has set its risk tolerance level for risk threats at the threshold between
medium and high rated risks. A matching but reverse tolerance level has been set for
positive risk but the ambition is to move all opportunity risks to their highest impact and
likelihood but as with risk threats, only above tolerance risks will be reported by
exception.

10

15

20

25

25

20

15

10

5

Almost
Certain 5

Likely – 4

4

8

12

16

20

20

16

12

8

4

Likely - 4

Possible 3

3

6

9

12

15

15

12

9

6

3

Possible 3

Unlikely - 2

2

4

6

8

10

10

8

6

4

2

Unlikely 2

Rare – 1

1

2

3

4

5

5

4

3

2

1

Rare – 1

Moderate – 3

Major – 4

Catastrophic – 5

Exceptional – 5

Significant – 4

Minor – 2

Insignificant – 1

Impact

Likelihood

5

Moderate – 3

Almost
Certain - 5

Minor – 2

Risk - Opportunities

Insignificant – 1

Likelihood

Risk – Threats

Impact

Key to risk threats: Green – Low, Amber – Medium, Red – High, Purple – Critical
Table 1 Consequence / Impact
This is a measure of the consequences of the identified risk
Risk - Threats
Impact
Thresholds and
Description

Risk - Opportunities
Impact
Thresholds and
Description

1–
Insignificant

Financial Impact = <£10k
Reputational Impact = None
Physical Injury** = None
Environmental Damage =
Insignificant
Service Disruption = No loss
of service to customer

1–
Insignificant

2 – Minor

Financial Impact = £10k £50k
Reputational Impact =

2- Minor
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Little or no improvement to
service
Little or no improvement to
welfare of staff / public
Little or no financial income /
efficiency savings (less than
£10k)
Little or no improvement to
environment or assets
Little or no feedback from
service users
Minor improvement to service
Minor improvement to welfare
of staff / public

Risk - Threats

3 – Moderate

4 – Major

5–
Catastrophic

Risk - Opportunities
Minimal coverage in local
press
Physical Injury = Minor (first
aid)
Environmental Damage =
Minor local
Service Disruption = Internal
disruption only
Financial Impact = £50k+ £100k
Reputational Impact =
Extensive coverage in local
media
Physical Injury = Violence /
threat of serious injury
requiring medical treatment
Environmental Damage =
Moderate local
Service Disruption =
Disruption of less than 7 days
for Priority 3 and 4 functions*
Financial Impact = £100k+
Reputational Impact =
Coverage in national media
Physical Injury = Extensive
multiple injuries
Environmental Damage =
major local
Service Disruption = Priority 2
function disrupted for more
than 3 days
Financial Impact = £1m+
Reputational Impact =
Extensive national press /
media (lead item)
Physical Injury = Major and
beyond
Environmental Damage =
major national or beyond
Service Disruption = Priority 1
function disrupted for more
than 24 hours

Improvement that produces
£10k - £50K of income /
efficiency savings
Minor improvement to
environment or assets
Positive user feedback
3 – Moderate

Moderate improvement to
service
Moderate improvement to
welfare of staff / public
Improvement that produces
£50k+ - £100k of income /
efficiency savings
Moderate improvement to
environment or assets
Positive local media contact

4 – Significant

Significant improvement to
service
Significant improvement to
welfare of staff / public
Improvement that produces
£100k+ of income / efficiency
savings
Significant improvement to
environment or assets
Positive local media coverage
Major improvement to service
Major improvement to welfare
of staff / public
improvement that produces
over £1m+ of income /
efficiency savings
Major improvement to
environment or assets
Positive national media
coverage

5 - Exceptional

*As defined in the Council’s Business Continuity Plan
** Physical injury arising from negligence on the part of the Council
Table 2 Likelihood / Probability of Occurrence
This measures the chance of the risk or opportunity occurring
Risk - Threats
Likelihood
1 – Rare

Risk - Opportunities
Likelihood
Description

Description
May occur only in
exceptional
circumstances (e.g.
once in a decade)

1 – Rare
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2

Opportunity has not
been fully
investigated but
considered extremely

Risk - Threats

Risk - Opportunities
unlikely to materialise

2 – Unlikely

Unlikely to occur but
could at some time
(e.g. once in 3 years)

2 – Unlikely

3 – Possible

Fairly likely to occur
at some time or under
certain circumstances
(e.g. once in 2 years)

3 – Possible

4 – Likely

Will probably occur at
some time or in most
circumstances (e.g.
annually)

4 – Likely

5 – Almost Certain

Is expected to occur
in most
circumstances (e.g.
monthly)

5 – Almost Certain
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Opportunity has not
been fully
investigated;
achievability is
unproven / in doubt
Opportunity may be
achievable, but
requires significant
management,
planning and
resources.
Opportunity is
achievable with
careful management.
Clear, achievable
opportunity
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Agenda Item 12
STAFFORDSHIRE MOORLANDS DISTRICT COUNCIL
Report to Audit & Accounts Committee
8 February 2019

TITLE:

2018/19 Internal Audit Periodic Report
October 2018 to January 2019

PORTFOLIO HOLDER:

Councillor Sybil Ralphs - Council Leader
SMDC

CONTACT OFFICER:

John Leak – Internal Audit Manager

WARDS INVOLVED:

Non-Specific

Appendices Attached – Appendix 1 Audit Reports Issued Between 1st October
2018 and 31st January 2019
Appendix 2 Internal Audit 2018/19 Progress Information
as at 31st January 2019
Appendix
3
2017/18
Audit
Recommendations
Implementation
1.

Reason for the Report

1.1

The Accounts and Audit Regulations 2015 requires the Council to “undertake
an effective internal audit to evaluate the effectiveness of its risk management,
control and governance processes, taking into account public sector internal
auditing standards or guidance”. In accordance with the Public Sector Internal
Audit Standards, the Audit Manager must report periodically to the Audit
Committee on the internal audit activity’s performance relative to its plan.

2.

Recommendation

2.1

That the committee note the progress information contained within this report.

3.

Executive Summary

3.1

The purpose of this report is to summarise current year performance
information for the Council’s Internal Audit service for the 2018/19 financial
year. This includes a breakdown of audits in progress and completed to date,
the number and classification of recommendations made, agreed and where
applicable, implemented by management.
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3.2

All audit recommendations have been agreed, and to date 100% of 2018/19
audit recommendations that are due have been implemented. Where
deficiencies in internal control have been identified and not corrected, Internal
Audit are satisfied that they will be resolved in an appropriate manner and they
will continue to monitor such cases. It should be noted that it is the
responsibility of relevant Managers to implement agreed recommendations.

4.

How this report links to Corporate Priorities

4.1

The assurance provided by the work of Internal Audit informs the Annual
Governance Statement and therefore helps to confirm effective use of financial
and other resources to ensure value for money.

5.

Alternative Options

5.1

There are no options to consider.
ANDREW P STOKES
Executive Director (Transformation) and Chief Finance Officer

Web Links and
Background Papers

Location

Contact details

None

N/A

John Leak
Audit Manager
john.leak@staffsmoorla
nds.gov.uk
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6.

Detail

6.1

Introduction

6.1.1 The purpose of this report is to summarise current year performance
information for the Council’s Internal Audit service for the 2018/19 financial
year. This includes a breakdown of audits in progress and completed to date,
the number and classification of recommendations made, agreed and where
applicable, implemented by management.
6.1.2 The work of the internal audit service is primarily based upon an annual risk
assessed audit plan, which for the financial year 2018/19 was agreed by this
Committee at the 25th May 2018 meeting. The Internal Audit service also carry
out work outside of the audit plan for which a contingency is usually built in.
This unplanned work consists mainly of internal control consultancy work and
special investigations into suspected fraud and irregularity.
6.2

Audits Reports Issued & Status of Agreed Recommendations

6.2.1 A summary of the Audit Reports issued during the period 1st October 2018 to
1st January 2019 is shown in the table below. Further details of these audits
outlining key issues and strengths and improvements are shown in Appendix
1.
Service

Audit

Recommendations
High
Medium
Low
Risk
Risk
Risk
0
1
6

Assurance

Environmental
Services

Housing Agency

Satisfactory

Visitor Services

Markets

0

3

6

Satisfactory

Democratic &
Community
Services

Community
Safety

0

2

2

Satisfactory

Customer
Services

On-line Payment
& Misc Income

0

1

11

Satisfactory

Organisational
Development &
Transformation

ICT Asset
Management

0

1

7

Satisfactory

Democratic &
Community
Services

Ethics & Culture

0

1

8

Satisfactory

Organisational
Development &
Transformation

Risk
Management

0

0

1

Substantial

6.2.2 A further breakdown of all of the audits in progress and completed during the
current financial year including the current status of audit recommendations is
detailed in Appendix 2. All audit recommendations have been agreed, and to
date 100% of 2018/19 audit recommendations that are due have been
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implemented. Where deficiencies in internal control have been identified and
not corrected, Internal Audit are satisfied that they will be resolved in an
appropriate manner and they will continue to monitor such cases. It should be
noted that it is the responsibility of relevant Managers to implement agreed
recommendations.
6.2.3 Members will note that in addition to every individual audit recommendation
being allocated a risk, every audit completed has been given an ‘assurance
opinion’ based upon Internal Audit’s assessment of the internal control
environment. These assurance opinions inform the annual audit opinion on the
overall adequacy and effectiveness of the Council’s internal control
environment. The control levels are defined as follows:
Control Level
Substantial
Satisfactory

Limited
Unsatisfactory

Definition
There is a robust framework of controls designed to achieve
the objectives and controls are consistently applied.
There is a sufficient framework of controls which for the most
part, are consistently applied. However, weakness in the
design or inconsistent application of controls within a few
areas put achievement of particular objectives at risk.
Weaknesses in the system or the level of non compliance
with controls in a number of areas are such to put the
system objectives at risk.
There is a significant breakdown in the framework of
controls, which leaves the system open to significant abuse
or error.

6.2.4 Appendix 3 is a summary of recommendations made in the previous financial
year 2017/18 implemented to date. This information will keep Members
informed of progress made to ensure that all previous year audit
recommendations are implemented. Due dates for implementation of some
previous year recommendations will fall into 2018/19 and beyond depending
on when the audit was carried out so this appendix will show when those
recommendations become due for implementation. In due course, all
recommendations will fall due and it will be possible to clearly identify which
recommendations have not been implemented.
6.2.5 To date 96% of 2017/18 audit recommendations that are due have been
implemented. Where deficiencies in internal control have been identified and
not corrected, Internal Audit are satisfied that they will be resolved in an
appropriate manner and they will continue to monitor such cases. It should be
noted that it is the responsibility of relevant Managers to implement agreed
recommendations.
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6.3

Audits In Progress

6.3.1 The status of audits that are currently in progress is shown in the table below.
Service

6.4

Audit

Status

Legal & Election
Services

Electoral
Registration

Audit Complete. Management response.

Finance &
Procurement

Sundry Debtors

Audit Complete. Management response.

Finance &
Procurement

Capital
Accounting

Audit Complete. Management response.

Development
Services

Building Control

Audit Complete. Management response.

Democratic &
Community
Services

Enforcement

Audit Complete. Quality control stage.

Finance &
Procurement

Budgetary
Control

Audit Complete. Quality control stage.

Environmental
Services

Pollution

Audit in progress.

Finance &
Procurement

Treasury
Management

Audit in progress.

Finance &
Procurement

NNDR

Audit in progress.

Democratic &
Community
Services

GDPR /
Information
Governance

Audit in progress.

Finance &
Procurement

Council Tax

Audit in progress.

Finance &
Procurement

Creditor
Payments

Audit in progress.

Progress against Audit Plan

6.4.1 The current year to date has seen steady progress against planned audits and
all of the audits in progress or nearing completion as detailed in 6.3 above will
be completed soon. It is anticipated at this stage that a satisfactory year end
position will be achieved.
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6.4.2 Current key progress information is summarised in the following table,
excluding unplanned work unless otherwise stated:
Summary Progress Information to 31st January 2019
Percentage of Audit Plan completed / substantially completed

54%

Percentage of Audit Plan In Progress

22%

Number of recommendations made (including unplanned work)

95

Percentage of recommendations agreed with Service Managers
(including unplanned work)

100%

Percentage of recommendations implemented within agreed
timescale (including unplanned work)

100%

6.4.3 Should recommendations have not been agreed, compensating controls exist
or service managers have accepted the risk / inefficiency of the current system
for the benefit of service delivery.
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APPENDIX 1

AUDIT REPORTS ISSUED BETWEEN 1st OCTOBER 2018 &
31st JANUARY 2019
Housing Agency
Assurance Level
Assurance: SATISFACTORY
It is our opinion that controls currently in place within the system provide satisfactory assurance
that risks material to the achievement of the systems objectives outlined in the Scope and
Objectives section of this report are adequately managed.
Key Findings
Key Issues
 The extent and frequency of monitoring of
DFG grants should be reviewed and
implemented via the delivery partner’s
monitoring system.

Strengths and Improvements
 There is a procedure in place to ensure that
all grants are approved.
 Clear aims and objectives are set out in the
partnership agreement with Staffordshire
County Council (SCC).

Summary of Recommendations
An analysis of the recommendations categorised by risk and classification (regulatory or added
value) is shown below:
Description

High
R

A

Service Level Agreement
Contract Management
Private Sector Housing Renewal
Assistance Policy
Grant Applications & Approvals
Total

Medium
R
A
1

1
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Low
R
1
2
1

A

1
5

1
1

APPENDIX 1

Markets
Assurance Level
Assurance: SATISFACTORY
It is our opinion that controls currently in place within the system provide satisfactory assurance
that risks material to the achievement of the systems objectives outlined in the Scope and
Objectives section of this report are adequately managed.
Key Findings
Key Issues
 The recharge of stall erection costs for
specialist markets should be completed
promptly and accurately.
 Documentation
including
licence
agreements, evidence of liability insurance
etc, should be obtained for all traders and
appropriately stored.
 Payment methods should be reviewed to
remove direct payment to Markets staff.

Strengths and Improvements
 Increasing numbers of traders now paying
by direct debit.
 Online booking/payment systems are
currently being rolled out.

Summary of Recommendations
An analysis of the recommendations categorised by risk and classification (regulatory or added
value) is shown below:
Description

High
R

Totally Locally
Leek Wednesday Outdoor Market
Archer Fairs
Trader Documentation
Payment Arrangements
Leek Butter Market
Leek Trestle Market
Total

A

Medium
R
A
1

Low
R

A

1
2
1
1
3
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1
1
1
5

1

APPENDIX 1

Community Safety
Assurance Level
Assurance: SATISFACTORY
It is our opinion that controls currently in place within the system provide satisfactory assurance
that risks material to the achievement of the systems objectives outlined in the Scope and
Objectives section of this report are adequately managed.
Key Findings
Key Issues
 A review should be carried out, in
consultation with the relevant Police and
Crime Commissioner (PCC) if necessary, to
identify in what instances a Service Level
Agreement is required. Where not deemed
necessary a full audit trail should be
maintained.
 In accordance with Procurement Procedure
Rules a Procurement Rules Exemption
Request should be authorised
for all
payments in excess of £2,000 (total annual
spend) where it is deemed that there is only
one appropriate supplier.

Strengths and Improvements
 A Moorlands Together Partnership Plan is
in place for 2018/19.
 A Community Safety Strategic Assessment
is undertaken in Staffordshire every three
years, and an annual update is undertaken
in the remaining two years.
This
information is used to inform the Annual
Partnership Plan.
 The Strategy Group meets quarterly, and
monthly monitoring meetings are held
between all Partners.
 All 2017/18 projects had been linked to
local priorities.

Summary of Recommendations
An analysis of the recommendations categorised by risk and classification (regulatory or added
value) is shown below:
Description

High
R

A

Community Safety Projects
Internal Procedures
Total

Medium
R
A
2
2
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Low
R

A
2
2

APPENDIX 1

Online Payments & Miscellaneous Sales Income
Assurance Level
Assurance: SATISFACTORY
It is our opinion that controls currently in place within the system provide satisfactory assurance
that risks material to the achievement of the systems objectives outlined in the Scope and
Objectives section of this report are adequately managed.
Key Findings
Key Issues
 The continued acceptance of cash and
cheque payments should be reviewed to
determine whether the reduction in
processing costs and time would exceed
any disadvantages of the removal of such
payment methods.

Strengths and Improvements
 The Channel Shift project and iCan
campaign has promoted the use of more
cost effective payment methods.
 Webforms have been integrated with the
Paris income system.

Summary of Recommendations
An analysis of the recommendations categorised by risk and classification (regulatory or added
value) is shown below:
Description

High
R

Payment Methods
Transaction Costs
Management Reports
Webforms
Customer Feedback
General Data Protection Regulation
Stock Checks
Total

A

Medium
R
A
1

Low
R
1
1
1

1
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1
1
5

A
2
1
2
1
6

APPENDIX 1

ICT Asset Management
Assurance Level
Assurance: SATISFACTORY
It is our opinion that controls currently in place within the system provide satisfactory assurance
that risks material to the achievement of the systems objectives outlined in the Scope and
Objectives section of this report are adequately managed.
Key Findings
Key Issues
 Northgate should maintain an accurate
Software inventory and this register should
be subject to periodic checks to ensure that
software installed is appropriate and
adequately licenced.

Strengths and Improvements
 The ICT Infrastructure project has been
successfully implemented.
 The ‘ICT Use and Information Security
Policy’ has recently been developed and
issued to all staff as part of an online
training module.
 Mobile phones have been rationalised as
part of the contract review.

Summary of Recommendations
An analysis of the recommendations categorised by risk and classification (regulatory or added
value) is shown below:
Description

High
R

A

Asset Register
Asset Disposals
Software Management
Mobile Phone Usage
ICT Use and Information Security Policy
Total

Medium
R
A

Low
R
2
2

A
1

1
1
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1
1
6

1

APPENDIX 1

Ethics & Culture
Assurance Level
Assurance: SATISFACTORY
It is our opinion that controls currently in place within the system provide satisfactory assurance
that risks material to the achievement of the systems objectives outlined in the Scope and
Objectives section of this report are adequately managed.
Key Findings
Key Issues
 Evidence of a satisfactorily completed
induction process should be retained for all
employees.

Strengths and Improvements
 High levels of awareness around Codes of
Conduct, responsibility to make declarations
etc.
 Reported breaches of Codes of Conduct
are appropriately resolved and recorded.

Summary of Recommendations
An analysis of the recommendations categorised by risk and classification (regulatory or added
value) is shown below:
Description

High
R

Induction Checklists
Code of Conduct
Training Records
Identification of Training Needs
Register of Interests
Statutory Officers
Corporate Communications
Total

A

Medium
R
A
1

Low
R

A

2

1
1
1
1

1
1
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3

1
5

APPENDIX 1

Risk Management
Assurance Level
Assurance: SUBSTANTIAL
It is our opinion that controls currently in place within the system provide substantial assurance
that risks material to the achievement of the systems objectives outlined in the Scope and
Objectives section of this report are adequately managed.
Key Findings
Key Issues

Strengths and Improvements
 Joint Alliance Risk Management strategy
revised and approved by the Audit and
Accounts Committee in May 2017.
 The Risk Management Group meet on a
regular basis to discuss risk management
issues.
 A Strategic Risk Review was undertaken by
Zurich of the current Strategic Risk Register
(April 2018).

Summary of Recommendations
An analysis of the recommendations categorised by risk and classification (regulatory or added
value) is shown below:
Description

High
R

A

Risk Registers
Total
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Medium
R
A

Low
R
1
1

A
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APPENDIX 2
STAFFORDSHIRE MOORLANDS DISTRICT COUNCIL INTERNAL AUDIT – 2018/19 PROGRESS INFORMATION AS AT 31st JANUARY 2019
AUDIT

HIGH RISK
RECOMMENDATIONS
Agreed / (Not
Due to
Actioned
Agreed)
date
to date

MEDIUM RISK
RECOMMENDATIONS
Agreed / (Not
Due to
Actioned
Agreed)
date
to date

LOW RISK
RECOMMENDATIONS
Agreed / (Not
Due to
Actioned
Agreed)
date
to date

8
7
10
5
6
2
8
2
6
6

0
1
1
3
2
0
1
2
1
6

0
0
0
0
0
0
0
0
0
0

0
0
0
0
0
0
0
0
0
0

0
0
0
0
0
0
0
0
0
0

1
1
1
0
2
0
3
2
1
1

1
0
0
0
0
0
0
0
1
0

1
0
0
0
0
0
0
0
1
0

7
7
10
7
6
2
6
2
6
11

1
1
1
1
1
1
0
0
2
1

1
1
1
1
1
1
0
0
2
1

4

5

0

0

0

1

0

0

8

0

0

1
7

0
1

0
0

0
0

0
0

0
1

0
0

0
0

1
7

0
0

0
0

2

2

9

9
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Pest Control & Animal Welfare
VAT
Commercial Properties
Media & Communications
Leisure Contract Management
Transparency Code 2015
Markets
Community Safety
Housing Agency
On-line Payment & Misc Income
Electoral Registration
Building Control
Ethics & Culture
Enforcement
Risk Management
ICT Asset Management
Pollution
Capital Accounting
Sundry Debtors
Budgetary Control
Treasury Management
NNDR
GDPR / Information Governance
Council Tax
Creditor Payments

TOTAL
RECOMMENDATIONS
Regulatory
Added
value

TOTAL RECOMMENDATIONS
95
0
15
ACTION TAKEN TO DATE
0
0
Key:
Risk
High
Significant control weakness / inefficiency exists with a high likelihood of occurring, potentially
causing a breach of legislation / legal requirements and/or a substantial loss or damage to Council
assets, information and reputation. Considered essential to implement recommendation promptly.
Medium

Control weakness / inefficiency exists with a moderate likelihood of occurring, potentially causing a
breach of organisational policies and procedures, loss or damage to Council assets, information
and reputation. Considered essential to implement recommendation to ensure adequate system
controls / necessary improvement in service provision.

Low

Minor control weakness / inefficiency exists with a minimal impact on the Council assets,
information and reputation. Considered necessary to implement recommendation to provide
management with additional assurance regarding the adequacy of system controls / improvement
in service provision.

ASSURANCE OPINION /
COMMENTS

Satisfactory
Satisfactory
Satisfactory
Satisfactory
Satisfactory
Satisfactory
Satisfactory
Satisfactory
Satisfactory
Satisfactory
Management Response
Management Response
Satisfactory
Quality Control
Substantial
Satisfactory
Audit in Progress
Management Response
Management Response
Quality Control
Audit in Progress
Audit in Progress
Audit in Progress
Audit in Progress
Audit in Progress

80

Class
Regulatory

Added
Value

To ensure the integrity of internal controls and/or compliance with Regulations /
Policies and Procedures.
Intended as an enhancement to the existing system which may provide a benefit
to either the user or the customer.
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APPENDIX 3
STAFFORDSHIRE MOORLANDS DISTRICT COUNCIL INTERNAL AUDIT – 2017/18 AUDIT RECOMMENDATIONS IMPLEMENTATION
AUDIT
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Procurement
Cemeteries
Payroll Expenses
Corporate Project Management
Disabled Facilities Grants Assurance
Land Charges
Conservation Grants
Horticulture
Capital Contract Management
Safeguarding Children & V A
Elections
Planning Policy
Housing Advice
Emergency Planning / BCP
Development Control Section 106
Data Protection & Info Governance
Licensing
Freedom of Information
Regeneration
Treasury Management
Sundry Debtors
NNDR
Council Tax
Legal Services
Housing Strategy
Creditor Payments
General Ledger
Strategic Partnerships
Budgetary Control
Payroll
Recovery
Housing Benefits

TOTAL
RECOMMENDATIONS
Regulatory
Added
value

HIGH RISK
RECOMMENDATIONS
Agreed / (Not
Due to
Actioned
Agreed)
date
to date

MEDIUM RISK
RECOMMENDATIONS
Agreed / (Not
Due to
Actioned
Agreed)
date
to date

LOW RISK
RECOMMENDATIONS
Agreed / (Not
Due to
Actioned
Agreed)
date
to date

6
13
9
8

1
1
0
2

0
0
0
0

0
0
0
0

0
0
0
0

3
2
2
0

3
1
2
0

3
1
2
0

4
12
7
10

4
12
7
10

4
12
7
10

3
6
10
6
11
12
3
10
15
3
15
18
5
3
1
3
4
8
6
3
7
1
9
0
11
7
10

3
0
1
1
3
3
1
1
1
4
0
1
0
0
0
1
0
0
2
0
0
0
0
1
3
1
1

0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0

0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0

0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0

0
0
4
1
3
3
0
2
1
2
4
5
0
1
0
0
0
2
1
0
1
0
2
0
4
0
3

0
0
3
1
3
3
0
2
1
0
4
5
0
1
0
0
0
0
1
0
1
0
0
0
3
0
3

0
0
3
1
3
3
0
2
0
0
4
5
0
1
0
0
0
0
1
0
1
0
0
0
3
0
3

6
6
7
6
11
12
4
9
15
5
11
14
5
2
1
4
4
6
7
3
6
1
7
1
10
8
8

5
6
5
6
10
12
1
5
15
1
11
13
4
2
0
4
2
2
5
2
5
1
1
1
8
2
0

5
6
5
6
10
12
1
5
12
1
11
13
4
2
0
4
2
2
5
2
5
1
1
1
4
2
0

37

36

162

155

TOTAL RECOMMENDATIONS
258
0
46
ACTION TAKEN TO DATE
0
0
Key:
Risk
High
Significant control weakness / inefficiency exists with a high likelihood of occurring, potentially
causing a breach of legislation / legal requirements and/or a substantial loss or damage to Council
assets, information and reputation. Considered essential to implement recommendation promptly.
Medium

Control weakness / inefficiency exists with a moderate likelihood of occurring, potentially causing a
breach of organisational policies and procedures, loss or damage to Council assets, information
and reputation. Considered essential to implement recommendation to ensure adequate system
controls / necessary improvement in service provision.

Low

Minor control weakness / inefficiency exists with a minimal impact on the Council assets,
information and reputation. Considered necessary to implement recommendation to provide
management with additional assurance regarding the adequacy of system controls / improvement
in service provision.

ASSURANCE OPINION /
COMMENTS

Satisfactory
Satisfactory
Satisfactory
Satisfactory
N/A
Satisfactory
Satisfactory
Satisfactory
Satisfactory
Satisfactory
Satisfactory
Substantial
Satisfactory
Satisfactory
Satisfactory
Satisfactory
Limited
Satisfactory
Satisfactory
Substantial
Satisfactory
Satisfactory
Satisfactory
Satisfactory
Satisfactory
Satisfactory
Substantial
Satisfactory
Substantial
Satisfactory
Satisfactory
Satisfactory

212

Class
Regulatory

Added
Value

To ensure the integrity of internal controls and/or compliance with Regulations /
Policies and Procedures.
Intended as an enhancement to the existing system which may provide a benefit
to either the user or the customer.

This page is intentionally left blank

AUDIT & ACCOUNTS COMMITTEE WORK PROGRAMME 2019/20
May
2019

July
2019

Oct
2019

Feb
2020

Details

Internal Audit Progress Report









Reports on progress against the audit plan inc. key
performance information.

Annual Audit Plan



Item
INTERNAL AUDIT

To consider and approve the Annual Audit Pan.

Internal Audit Annual Report



Annual Review of Effectiveness of IA



To consider Internal Audit’s annual report and opinion
on the overall adequacy and effectiveness of the
Council’s internal control environment.
To consider an annual review of the effectiveness of
the Council’s system of internal audit.
To consider updates to the formal document that
defines Internal Audit’s purpose, authority and
responsibility. (as required)



A summary of emerging national issues and
developments that the Committee may wish to
consider. Also provides a summary of progress on the
audit – where not covered by other items on the
agenda.

Internal Audit Charter
EXTERNAL AUDIT
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Audit Committee Update



Audit Fee Letter





Letter setting out annual audit fee .


Audit Plan

Annual Audit Letter




Certification of Claims & Returns Annual
Report



Informing the Audit Risk Assessment



Agenda Item 13

Audit Findings Report

Report specifying the detailed risks that external audit
consider as part of their work, the audit approach and
the result of any interim work
To consider the external auditor’s report to those
charged with governance on issues arising from the
audit of the accounts and the VFM conclusion.
To consider the external auditor’s annual report on
their overall assessment of the Council.
Report summarising the findings from work to certify
grant claims made to the government..
To consider the risk assessment and understanding of
management processes.

Item

May
2019

July
2019

Oct
2019

Feb
2020

Details

FINANCE
Statement of Accounts



Treasury Management Update



Annual Treasury Management Report









Treasury Management Strategy

To review and approve the Council’s annual
Statement of Accounts.
Oversight and scrutiny of the Council’s Treasury
Management position to date and the projected
outturn.
To recommend to Council for approval the annual
Treasury
Management
Report
summarising
performance and compliance with the Strategy and
Prudential Indicators.
Oversight and scrutiny of the Council’s Treasury
Management Strategy.

CORPORATE
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Annual Governance Statement (AGS)



AGS Progress Against Action Plan
Risk Management Update









Risk Management Strategy
Counter Fraud & Corruption Strategy
Regulation of Investigatory Powers Act Policy
& Procedures
Whistleblowing Policy

To review and approve the Annual Governance
Statement and the underlying assurance evaluation
process and supporting evidence.
Report on progress made against the actions raised
as part of the previous years Annual Governance
Statement process.
Report on developments in the Council’s risk
management arrangements.
Update of the Risk Management Strategy (biennial
February)
To consider updates to the Council’s Counter Fraud
& Corruption Strategy. (as required)
To consider updates to the Council’s Regulation of
Investigatory Powers Act Policy & Procedures. (as
required)
To consider updates to the Council’s Whistleblowing
Policy. (as required)

AUDIT & ACCOUNTS COMMITTEE
Agree Programme of Work
Review of Effectiveness of A&A Committee
inc. Terms of Reference






To agree future work programme of A&A Committee.
To consider the annual review of the effectiveness of
the Audit & Accounts Committee and the A&A
Committee’s Terms of Reference.

