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AUDIT COMMITTEE 
AGENDA 

 
1.   Apologies  
 To receive any apologies for absence, including notifications of any 

changes to the membership of the Committee. 
 

2.   Minutes (Pages 4 - 7) 
 To confirm as a correct record the Minutes of the meeting of the 

Audit Committee held on 7 November 2022. 
 

3.   Declarations of interests 
 

 

(a)   To receive declarations of non pecuniary interests in respect of 
items on this agenda 

 

 For reference:  Having declared their non pecuniary interest 
members may remain in the meeting and speak and, vote on the 
matter in question.  A completed disclosure of interests form should 
be returned to the Clerk before the conclusion of the meeting. 
 

(b)   To receive declarations of disclosable pecuniary interests in respect 
of items on this agenda 

 

 For reference:  Where a Member has a disclosable pecuniary 
interest he/she must leave the meeting during consideration of the 
item.  However, the Member may remain in the meeting to make 
representations, answer questions or give evidence if the public 
have a right to do so, but having done so the Member must then 
immediately leave the meeting, may not vote and must not 
improperly seek to influence the outcome of the matter.  A 
completed disclosure of interests form should be returned to the 
Clerk before the conclusion of the meeting. 
 
(Please Note:  If Members and Officers wish to seek advice on any 
potential interests they may have, they should contact Governance 
Support or Legal Services prior to the meeting.) 
 

4.   Urgent Items  
 To consider any other items that the Chairman decides are urgent. 

 
5.   Internal Audit Areas Requiring Improvement - Follow Up Report (Pages 8 - 17) 
 To consider a report that sets out progress made by areas 

previously identified as ‘improvements required’. 
 

6.   Internal Audit Half Year Audit Report 2022-23 (Pages 18 - 48) 
 To consider a report that provides an update to the agreed Internal 

Audit Plan and reviews the work undertaken to date in 2022/23. 
 

7.   Treasury Management Strategy 2023/24 including adoption of 
the CIPFA Code of Practice: Treasury Management in the 
Public Services 

(Pages 49 - 102) 

 To consider a report that recommends to Council the adoption of 
the CIPFA Code of Practice: Treasury Management in the Public 
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Services and the approval of the Treasury Management Strategy 
2023/24. 
 

8.   Torbay Council Audit Progress Report and Sector Update (Pages 103 - 114) 
 To consider a report on the above. 

 
9.   TDA Management Accounts (Pages 115 - 142) 
 To consider a paper on the TDA Management Accounts. 

 
(Note: The Management Accounts for TDA are exempt as the public 
statutory accounts are not yet available.) 
 

10.   Management Accounts - SWISCo (Pages 143 - 174) 
 To receive the SWISCo management accounts (exempt). 

 
Please note the full statutory accounts for the financial year ending 
31 March 2022 have been provided to assist Members to draw 
comparisons should they wish. 
 

 Meeting Attendance  
 Please note that whilst the Council is no longer implementing Covid-

19 secure arrangements attendees are encouraged to sit with space 
in between other people. Windows will be kept open to ensure good 
ventilation and therefore attendees are recommended to wear 
suitable clothing.  
 
If you have symptoms, including runny nose, sore throat, fever, new 
continuous cough and loss of taste and smell please do not come to 
the meeting. 
 

 



  
 

Minutes of the Audit Committee 
 

7 November 2022 
 

-: Present :- 
 

Councillors Brooks, Douglas-Dunbar, Johns, Kennedy (Vice-Chair) and O'Dwyer 

 

 
20. Apologies  

 
Apologies for absence were received from Councillors Hill and Loxton.  In the 
absence of the Chairman, Councillor Loxton, the Vice-Chairwoman, Councillor 
Kennedy chaired the meeting. 
 

21. Minutes  
 
The Minutes of the meeting of the Audit Committee held on 28 September 2022 were 
confirmed as a correct record and signed by the Vice-Chairwoman. 
 

22. Quarter 2 Performance Report  
 
Members noted the Quarter 2 Performance Report and Quarter 2 Risk Report, 
Members were advised that the Quarter 2 Performance Report contained the 
summaries of progress, updates on projects and performance of key indicators used 
to deliver and track the priorities within the Community and Corporate Plan.   
  
At the meeting Members were joined by the Director of Children’s Services, the 
Divisional Director of Corporate Service and the Divisional Director of Planning, 
Housing and Climate Emergency and held a debate which focused on the indicators 
within their service areas. 
  
The Director for Children’s Services, Nancy Meehan provided an update on the 
pressure within Children’s Services due to the number of residents in the hotel being 
used to accommodate asylum seekers presenting as unaccompanied children.  When 
an individual presented as an unaccompanied child, the local authority had a duty to 
undertake an Merton Age Assessment, each assessment involved at least two social 
workers and other professionals, each assessment took around 35 hours to complete.  
Members were advised that as a consequence, children who were already within the 
service were being impacted. 
 
Ms Meehan advised that upon an individual presenting as an unaccompanied child, 
the individual must be found alternative accommodation to the hotel.  This was further 
complicated by the individual upon entry into the country claiming to be adults then 
presenting as an unaccompanied child upon arrival in Torbay.  Therefore, normal 
accommodation routes such as foster families were not an option due to the need to 
safeguard other children.  This added further pressure on staff and resources. 
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Members raised questions in relation to: 
 

 The number of Merton Age Assessments completed, how many were 
underway and how many were outstanding; 

 Whether medical or biological assessments could be undertaken; 

 Whether assessments had to be undertaken face to face and what were 
considered to be suitable environments for the assessments; 

 The emotional and physical toll the volume of assessments was having on 
staff; 

 Staff caseloads; 

 Who was responsible for the financial burden of the assessments; 

 The number of children in receipt of Education, Health and Care Plans; 
 
The Divisional Director Corporate Services provided an update in respect of the 
following projects: 
 

 Customer Relationship Management Project; 

 The IT system supporting Development Management in particular the elements 
regarding Land Registry and Section 106/Community Infrastructure Levy; 

 Liquid Logic; and  

 Power BI 
 

Members raised questions in relation to the following: 
 

 The complexity, timescale and likelihood to deliver the Customer Relationship 
Management Project for the ‘go live’ date in March 2023; 

 The intended efficiencies as a result of the implementation of the Customer 
Relationship Management system; and 

 Was the Liquid Logic project value for money and were there benefits in rolling 
the project out to Adult Services. 

 
Members asked the Divisional Director of Corporate Services further questions 
regarding Complaint Performance data in particular the complaints being considered 
by the Local Government Ombudsman, and the backlog of complaints within 
departments. 
 
The Vice-Chairwoman welcomed the Divisional Director Planning, Housing and 
Climate Emergency to the meeting and informed Members that in the absence of the 
Chairman of the Audit Committee she had raised concerns regarding the Local Plan 
consultation and timescales with Informal Cabinet.  Members proceeded to ask the 
Divisional Director Planning, Housing and Climate Emergency questions in relation to 
the following: 
 

 The climate change score in the risk report (currently 20) and whether it should 
be 25 as Members had concerns that the commitment of being net zero by 
2030 was going to be met; 

 That updates on the Local Cycling, Walking Infrastructure Partnership (LCWIP) 
be included in the climate change newsletter in order to brief/update members; 

 Whether the risk score for the housing land supply should be higher than 16. 
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The Senior Performance and Risk Officer advised Members that a small number of 
Performance Indicator’s had been updated since the report had been published for 
Audit Committee.  PH04, number of sexual health STI treatment interventions and 
PH05, number of sexual health STI treatment follow ups were reported as being 
above target.  PH06, number of sexual health (contraceptive) interventions remained 
on target.  Members were advised that for Quarter 2, PH14, provision of IUD LARC in 
Primary Care (number of intrauterine device long-acting reversible contraceptive 
fittings (both contraceptive and non-contraceptive)) was below target.   
 
To conclude the update, the Committee were advised that RECPI0 2, variance 
against Revenue Budget (projected), was showing an overspend as reported in the 
Revenue Budget Monitoring, considered by the Overview and Scrutiny Board. 
 

23. Quarter 2 Risk Report  
 
This item was considered alongside the Quarter 2 Performance Report, see the 
minute above. 
 

24. Proposed Auditor Appointment from 2023/24  
 
Members considered a report that informed them of the proposed appointment of the 
external auditor to the Council for the 2023/24 accounts and beyond as notified by the 
Public Sectors Audit Appointments (PSAA).   
 
The Deputy Director of Finance, informed Members that under regulation 13 of the 
Appointing Persons Regulations, the PSAA must appoint an external auditor to each 
opted-in body having consulted on their proposal.  The Council, in accordance with 
regulation 13 was informed of the outcome of the PSAA procurement to let audit 
contracts from 2023/24. Grant Thornton was successful in winning a contract in the 
procurement, and PSAA propose appointing them as the auditor of Torbay Council for 
five years from 2023/24.  The appointment was currently being consulted upon.   
 
In addition, PSAA have also indicated that bodies should anticipate an increase in the 
order of 150% on the total fees for 2022/23.  PSAA will consult formally on the scale 
of fees for 2023/24 in Autumn 2023 and will publish confirmed scale of fees for 
2023/24 for opted-in bodies on their website by 30 November 2023. 
 
Resolved: 
 
That the Director of Finance in consultation with the Chairman of the Audit Committee 
be requested to formally object to the proposed auditor appointment and proposed fee 
increase by midnight on 14 November 2022. 
 

25. Exclusion of the Press and Public  
 
(Note:  Prior to consideration of the item in Minute 26 the press and public were 
formally excluded from the meeting on the grounds that the item involved the likely 
disclosure of exempt information as defined in paragraph 2 of Part 1 of Schedule 12A 
of the Local Government Act 1972 (as amended). 

Page 6



Audit Committee   Monday, 7 November 2022 
 

 

 
26. Planning, Housing and Climate Emergency - Service of the Future Project 

Update  
 
Members noted an update on the Planning, Housing and Climate Emergency – 
Service of the Future Project.  The Divisional Director of Corporate Services and 
Divisional Director of Planning, Housing and Climate Emergency informed Members 
that initially progress had been slow due to the need to review the impact of historical 
interventions in order to understand what needed to change.  Members were advised 
that there were ‘green shoots’ of improvement, however given the challenge and 
cultural change required officers did not anticipate concrete changes and 
improvements until the summer. 
 
 
 
 

Chairman/woman 
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Devon Audit Partnership 

 

Devon Audit Partnership has been formed under a joint committee arrangement 
comprising of Plymouth, Torbay, Devon, Mid-Devon, South Hams & West Devon, Torridge 
and North Devon councils, along with Devon and Somerset Fire and Rescue Service. We 
aim to be recognised as a high-quality public-sector service provider.   
 
We work with our partners by providing professional internal audit and assurance services 
that will assist them in meeting their challenges, managing their risks and achieving their 
goals.   
 
In carrying out our work we are required to comply with the Public Sector Internal Audit 
Standards (PSIAS) along with other best practice and professional standards. 
 
The Partnership is committed to providing high quality, professional customer services to 
all; if you have any comments or suggestions on our service, processes or standards, the 
Head of Partnership would be pleased to receive them at tony.d.rose@devon.gov.uk. 
 

 

Confidentiality and Disclosure Clause 

 

This report is protectively marked in accordance with the National Protective Marking 
Scheme. Its contents are confidential and, whilst it is accepted that issues raised may well 
need to be discussed with other officers within the organisation, the report itself should 
only be copied/circulated/disclosed to anyone outside of the organisation in line with the 
organisation’s disclosure policies. 

 

This report is prepared for the organisation’s use.  We can take no responsibility to any 
third party for any reliance they might place upon it. 
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 Introduction 

 
 

The 2021/22 Annual Internal Audit outturn report was presented to the Audit Committee in 
May 2022.  Appendix 1 of that report provided a summary of the audits undertaken during 
2021/22 along with our assurance opinion.  
 
Where a “Substantial” or “Reasonable” audit Assurance Opinion was provided we confirmed 
that, overall, sound controls were in place to mitigate exposure to risks identified.  Where an 
opinion of “Limited Assurance” or lower was provided then issues were identified during the 
audit process that required attention.  
 
We provided a summary of some of the key issues reported that were being addressed by 
management and pointed out that we were content that management were appropriately 
addressing these issues. 
 
Members have previously found it beneficial to receive a report on progress on the “Limited 
Assurance” areas highlighted in Appendix 1 to the 2021/22 annual report. 
 
As part of adding value, Devon Audit Partnership has completed follow up reviews to provide 
updated assurance to Members.  The results from this process are contained in this report at 
Appendix A. 
 

Assurance Statement 
 

Our assurance opinion remains as reported in our Annual Audit Report 2021/22.  However, it 
should be recognised that there is potential for this assurance opinion to be adversely affected 
should there be a lack of continued progress where work is ongoing to address individual 
management action plans.  
 
It should be noted that there were a significant number of audits still at draft report stage in the 
Annual Report 2021/22 due in part to the ongoing impact of the pandemic.  These have not 
been followed up due to timing of finalisation / receipt of the management action plan.   
 
These will be considered for follow up in the 2023/24 follow up exercise. 
 

Progress Impact Assessment 
 

The progress made in some areas means the previously identified risks are being minimised 
or mitigated where appropriate.  We recognise that in other areas progress remains ongoing, 
although acknowledge that appropriate plans are in place to address the associated risks.  

 

This follow up activity was an opportunity to facilitate, review and expedite progress for 
individual audits, to inform Management of the current position and to integrate the outcomes 
into the organisation’s strategic management arrangements.  

 

Progress  
 

Where progress has been made against the agreed action plans, this is shown in the 
‘Direction of Travel’ chart.   The subsequent charts record the resulting change in audit 
assurance opinion based upon the follow up work undertaken.   
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Although the audits previously followed up in 2021/22 are not subject to further formal audit 
follow up as part of this process, for continuity and the avoidance of doubt we have analysed 
the previous year’s output to provide an indication of areas that may require further 
Management input.   Please refer to table below. 
 

Total audits still at Improvements Required / Limited Assurance or lower from 
2021/22 annual follow up report 

Areas subject to follow up 
activity within 2022/23 planned 

audit work 

Areas (potentially) requiring Management review of 
progress against previous audit recommendations 

Key Financial 
Systems 
(annual audits) 

2022/23 

audits 

2 

 
(Debtors and 

Corporate Debt; 
Council Tax and 

NNDR) 

1 

 

(Health & 
Safety) 

 

 

− Adoption – Client monitoring of RAA 

− Commissioning and Performance Monitoring by the 
Council of the TDA 

− Health & Safety 

 

 

1

2

1

Audit Assurance Opinion 
at 30th November 2022

Limited Assurance

Reasonabale
Assurance

Not Applicable
4

Audit Assurance Opinion 
at 31st March 2022

Limited
Assurance

Direction of Travel Key 
 

Green – Action plan 
implemented or being 
implemented within agreed 
timescales; 

Amber – Implementation of 
action plan not complete in all 
areas or overdue for key risks; 

Red – Implementation of action 
plan not complete and we are 
aware progress on key risks is 
not being made.    

N/A – follow up not appropriate 
at this time / opportunity for 
progress has been limited 

3

1

Direction of Travel

Green

Amber

Red

Not
Applicable
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Internal Audit Coverage and Results 

 

Overall, we can report that Management responses indicate that progress has been made in 
most areas, and this is shown in the direction of travel chart above and in Appendix A of this 
report.  Where the opinion remains unchanged, we acknowledge that progress is being made.   
 
It should be noted that in a number of instances we understand that action is being taken to 
address the issues identified. It is acknowledged that the need to make changes to some 
processes can take time to achieve, and as a consequence not all recommendations have 
been completed, but this is as expected. Some agreed actions have not been implemented for 
a variety of reasons including the need to prioritise resource in other directions.  
 
Appendix A of this report sets out the audits at the end of 2021/22 which were in final report 
status and identified as ‘Limited Assurance’ or ‘No Assurance’. The appendix shows the 
current (updated) assurance opinion following our follow up work, and a ‘direction of travel’.  
 
We have also provided some more detailed commentary on progress being made.  Appendix 
B provides a definition of the assurance opinion categories. 
 

Annual Governance Statement 
The conclusions of this report provide further internal audit assurance on the internal control 
framework necessary for the Committee to consider when reviewing the Annual Governance 
Statement. 
 
These should be considered along with the conclusions from the Annual Audit Report 2021/22 

published in May 2022. 
 

Process 
For each service area where an overall audit opinion of “Limited Assurance” or “No 
Assurance” was provided at the end of 2021/22 we completed a follow up review.  
 
The follow up review was undertaken to provide assurance to management and those 
charged with governance, that the agreed actions identified at our initial audit visit had been 
implemented, or suitable progress is being made to address the areas of concern. 
 
Our approach was to initially write to the appropriate service manager to obtain an update on 
progress being made against agreed audit recommendations. The level of assurance we 
requested was dependent upon the priority of the agreed recommendation.  

 
For recommendations of "low" priority or “opportunity” we required written confirmation that the 
action had been enacted upon, or an update on the progress being made.  For "medium" and 
“high” priority recommendations we required written confirmation that the action has been 
enacted upon, or an update on the progress being made, plus some evidence to support this.  

 

Following the completion of our review we considered the progress made against of 
the agreed recommendations. This then enabled us to reconsider our assurance 
opinion against each of the risk areas identified and has enabled us to reconsider our 
overall assurance opinion enabling an updated opinion to be provided where appropriate. 

 
It should be noted that this updated opinion is based upon the assumption that systems and 
controls as previously identified at the original audit remain in operation and are being 
complied with in practice. The purpose of our follow up exercise has not been to retest the 
operation of those previously assessed controls, but to consider how management have 
responded to the agreed action plans following our previous work. 

Page 12



 OFFICIAL Torbay Council Follow Up Report 2022-23  

 

 

 Page 6 of 10  

 
Appendix A 

 

Summary of Audit Follow and Findings 2022-23 
 

 

Risk Assessment Key Direction of Travel - Key 
LARR – Local Authority Risk Register Score Impact x Likelihood = Total & Level 

ANA - Audit Needs Assessment risk level as agreed with Client Senior Management 

Client Request – additional audit at request of Client Senior Management; no risk 
assessment information available 
 

Green – action plan implemented or being implemented within agreed timescales; 

Amber – implementation of action plan not complete in all areas/overdue for key risks; 

Red – implementation of action plan not complete and we are aware progress on key 
risks is not being made. 

 

Children’s Services 

Risk Area / Audit Entity 

 

 

Risk 
Assessment / 
Audit Needs 
Assessment 

Audit Report  

Audit Assurance 
Opinion – 31 
March 2022 

Updated Audit 
Assurance 

Opinion – 30 
November 

2022 

Commentary and residual risk Direction 
of Travel 

RAG Score 

Special Guardianship 
Orders – Follow up  

 

ANA - Medium Limited 
Assurance  

Limited 
Assurance  

It is pleasing to note the progress continues to be made in relation to 
review and update of the care planning pathways and support plans, 
quality assurance and sign off of special guardianship support plans 
at Head of Service level.  Development and implementation of the 
SGO tracker should aid the review process to ensure deadlines are 
not missed and reviews are carried out in a timely manner.  

However, whilst the stated progress can be seen, we have not been 
able to verify these are consistently being implemented and adhered 
to and therefore are unable to uplift our assurance opinion at this 
time.  

 

The decision linked to the cost-of-living crisis not to undertake formal 
financial annual reviews carries the risk that some SG’s may receive 
incorrect financial support. 
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Children’s Services 

Risk Area / Audit Entity 

 

 

Risk 
Assessment / 
Audit Needs 
Assessment 

Audit Report  

Audit Assurance 
Opinion at 31 
March 2022 

Updated Audit 
Assurance 

Opinion at 30 
November 

2022 

Commentary and residual risk Direction 
of Travel 

RAG Score 

SEN - Higher Needs ANA – Medium Limited 
Assurance 

N/A Our follow up of audit recommendations and agreed actions 
confirmed that some positive progress had been made, however our 
scope of work differed from that of the Ofsted SEND Inspection in 
November 2021. 
 

The Ofsted Inspection has superceded our work and note that 
improvements made will be focussed on the Ofsted findings.  Given 
this, we are not providing a revised opinion in relation to our work but 
have included mention in this report for completeness.  
 

 

N/A 

 

CORPORATE SERVICES and FINANCIAL SERVICES  

Risk Area / Audit Entity 

 

 

Risk 
Assessment / 
Audit Needs 
Assessment 

Audit Report  

Audit Assurance 
Opinion at 31 
March 2022 

Updated Audit 
Assurance 

Opinion at 30 
November 2022 

Commentary and residual risk Direction 
of Travel 

RAG Score 

ICT Information 
Governance (IG) and 
Data Quality (including 
Children’s Services) 

 

ANA – High Limited 
Assurance  

Reasonable 
Assurance  

We found that the majority of policies and guidance have been 
updated, and policies now due for review are intended to be 
completed by the end of 2022/23, along with further improvement of 
engagement with Children’s Services.   
 

The Council’s Information Asset Register was subject to review 
within the ICO Audit activity, however regular reviews should be 
established, including alignment of the registers risk framework to 
that of the Councils.  
 

The CS induction process has been reviewed to appropriately 
incorporate IG and Data Quality in alignment with the Corporate 
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process, with further work ongoing, for example agency staff 
recruitment and leaver processes. The launch of onboarding 
provides all new starters with a consistent set of policies and 
procedures to follow. 
 

It is understood that an inventory for moveable property within 
Children’s Services has been developed and is being maintained, 
however, we have not been provided with evidence to confirm this 
and therefore cannot provide assurance regarding operational 
practice.   
 

The index / directory of physical records remains an issue.  We 
understand that due to staffing changes this has not been actioned 
and it is understood that a new location for the records has been 
agreed and once relocation has taken place, details of the records 
will be uploaded to Liquid Logic. 
 

Cyber Governance 

 

ANA – Client 
Request  

Limited 
Assurance  

Reasonable 
Assurance  

It is pleasing to note that Cyber defences continue to develop. In 
terms of the issues previously identified, the majority are complete or 
substantially in progress. Cyber defences are a continuously 
evolving area, with new risks constantly emerging, and as such it is 
vital that appropriate investment continues.  It is also pleasing to note 
the investment in CISSP qualification, and acknowledgement of 
inclusion of the area within the risk register and supporting 
governance activities.    

We note that training is intended to be established by the end of 
2022/23, and as such, although a Cyber briefing to SLT has been 
undertaken the knowledge gap at Senior Officer and Member levels 
remains.  We acknowledge the investment into Cyber defences but 
note that capacity and resource is likely to remain an issue given the 
level of cyber defence project work and maintaining business as 
usual.  Work is in progress in relation to strengthening the Business 
and Civil continuity arrangements and associated disaster recovery 
provision, and the Council’s Emergency Planning team have been 
advised to raise cyber as a priority with the Local Resilience Forum. 
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Appendix B 

 

Definitions of Audit Assurance Opinion Levels 
 

Assurance Definition 

Substantial 
Assurance 

A sound system of governance, risk management and control exists, with 
internal controls operating effectively and being consistently applied to 
support the achievement of objectives in the area audited. 

Reasonable 
Assurance 

There is a generally sound system of governance, risk management and 
control in place. Some issues, non-compliance or scope for improvement 
were identified which may put at risk the achievement of objectives in the 
area audited. 

Limited Assurance Significant gaps, weaknesses or non-compliance were identified. 
Improvement is required to the system of governance, risk management and 
control to effectively manage risks to the achievement of objectives in the 
area audited. 

No Assurance Immediate action is required to address fundamental gaps, weaknesses or 
non-compliance identified. The system of governance, risk management and 
control is inadequate to effectively manage risks to the achievement of 
objectives in the area audited. 

 

 

 

Definition of Recommendation Priority 
 

Priority Definitions 

High A significant finding. A key control is absent or is being compromised; if not 
acted upon this could result in high exposure to risk. Failure to address could 
result in internal or external responsibilities and obligations not being met. 

Medium Control arrangements not operating as required resulting in a moderate 
exposure to risk. This could result in minor disruption of service, undetected 
errors or inefficiencies in service provision. Important recommendations made 
to improve internal control arrangements and manage identified risks. 

Low Low risk issues, minor system compliance concerns or process inefficiencies 
where benefit would be gained from improving arrangements. Management 
should review, make changes if considered necessary or formally agree to 
accept the risks.  These issues may be dealt with outside of the formal report 
during the course of the audit. 

Opportunity A recommendation to drive operational improvement which may enable 
efficiency savings to be realised, capacity to be created, support opportunity 
for commercialisation / income generation or improve customer experience.  
These recommendations do not feed into the assurance control environment. 
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 Confidentiality under the National Protective Marking Scheme  

  

Marking Definitions  

Official The majority of information that is created or processed by the public sector. 
This includes routine business operations and services, some of which 
could have damaging consequences if lost, stolen or published in the 
media, but are not subject to a heightened threat profile. 

 

Official: Sensitive A limited subset of OFFICIAL information could have more damaging 
consequences if it were lost, stolen or published in the media.  This subset 
of information should still be managed within the ‘OFFICIAL’ classification 
tier, but may attract additional measures to reinforce the ‘need to know’.  In 
such cases where there is a clear and justifiable requirement to reinforce 
the ‘need to know’, assets should be conspicuously marked: ‘OFFICIAL–
SENSITIVE’.  All documents marked OFFICIAL: SENSITIVE must be 
handled appropriately and with extra care, to ensure the information is not 
accessed by unauthorised people. 
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1 
 

Introduction 
The Audit Committee, under its Terms of Reference contained in Torbay Council’s Constitution, is required 
to consider the Chief Internal Auditor’s annual report, to review and approve the Internal Audit programme, 
and to monitor the progress and performance of Internal Audit. 

The Accounts and Audit (Amendment) (England) Regulations 2015 introduced the requirement that all 
Authorities need to carry out an annual review of the effectiveness of their internal audit system and need to 
incorporate the results of that review into their Annual Governance Statement (AGS), published with the 
annual Statement of Accounts. 

The Internal Audit plan for 2022/23 was presented and approved by the Audit Committee in March 2022. 
The following report and appendices set out the background to audit service provision; any updates to the 
agreed plan, a review of work undertaken to date in 2022/23 and provides our current opinion on the overall 
adequacy and effectiveness of the Authority’s internal control environment. 

The Public Sector Internal Audit Standards require the Head of Internal Audit to provide an annual report 
providing an opinion that can be used by the organisation to inform its governance statement. This progress 
report provides a summary of work completed in the first six months of the year that will help to inform that 
annual assurance opinion. 

Expectations of the Audit Committee from this six-month progress report 

Audit Committee members are requested to consider: 

• the assurance statement within this report; 
 

• the basis of our opinion and the completion of audit work against the plan; 
 

• changes to the plan and the scope and ability of audit to complete the audit work; 
 

• audit coverage and findings provided; 
 

• performance and customer satisfaction on audit delivery. 
 
 

Tony Rose 
Head of Devon Audit Partnership 
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Opinion Statement 

This opinion statement will provide Members with an indication of the direction of travel 
for their consideration for the Annual Governance Statement see appendix 4. Assurance 
over arrangement for adult social care is mainly provided by colleagues at Audit South 
West, the Internal Audit provider for Health Services, who provides a separate letter of 
assurance (attached at Appendix 8). 

 
The Authority’s internal audit plan for 2022/23 includes specific assurance, 
risk, governance, and value-added reviews which, together with prior years 
audit work, provide a framework and background within which we can assess 
the Authority’s control environment.  
  

The reviews in 2022/23 to date have informed the Head of Internal Audit’s 
Opinion. If significant weaknesses have been identified in specific areas, these 
will need to be considered by the Authority in preparing its Annual Governance 
Statement as part of the 2022/23 Statement of Accounts. 
 

In carrying out reviews, Internal Audit assesses whether key, and other, 
controls are operating satisfactorily and an opinion on the adequacy of controls 
is provided to management as part of the audit report.  All final audit reports 
include an action plan which identifies responsible officers, and target dates, to 
address control issues identified. Implementation of action plans rests with 
management and these are reviewed during subsequent audits or as part of a 

specific follow-up.   

 

Internal Control Framework   
The control environment comprises the Council’s policies, procedures and operational systems and processes in 
place to establish and monitor the achievement of the Council’s objectives; facilitate policy and decision making; 
ensure economical, effective, and efficient use of resources, compliance with established policy, procedure, law, 
and regulation; and safeguard the Council’s assets and interests from losses of all kinds. Core financial and 
administrative systems were reviewed by Internal Audit.  
 

The Council’s overall internal control framework is considered to have operated effectively during the year. Where 
internal audit work has highlighted instances of non or part compliance, none are understood to have had a 
material impact on the Authority’s affairs. However, the opinion provided must be considered in light of the 
ongoing impact of the Council’s recovery from Covid-19.  
 

Covid-19 responses resulted in a significant level of challenge to the Council and new schemes have put 
pressure on the expected control environment.  In respect of this report, it has not been possible to fully quantify 
the additional risk that may have arisen from such emergency and associated measures or fully determine the 

overall impact on the framework of governance, risk management and control.   

Risk Management 

We are aware that Risk 
Management continues to be 
developed within the Performance 
and Risk Framework (PRF) and that 
the strategic risks have been 
recently reset.  
The audit of this area is planned for 
2023-24 to allow for embedding of 
new practices. However, we 
maintain involvement through DAP’s 
Risk Management arm when 
support is requested.  
PRF continues to be reported to 
Senior Leadership Team (SLT) and 
Audit Committee. Until fully 
embedded this area remains a 
risk.  The ongoing Covid-19 
response continues to present 
financial and service risks. 

Governance 
Arrangements 
Arrangements are generally 
reviewed within our Project 
Assurance provision. As described 
in the Business Case, there is 
opportunity to further broaden a 
formal Portfolio Management. 
 
The Information Governance 
Steering Group provides 
overarching governance in relation 
to information security, cyber 
governance, management, and 
compliance,  
 
Finance, Ethics and Probity (FEP) 
maintain governance over issues 
within their remit. 

Performance Management 
As detailed under Risk 
Management, the Performance 
Framework remains subject to 
ongoing development, with 
monitoring arrangements continuing, 
and includes outcome mapping and 
business planning. Until embedded 
this area remains a risk.   
 

Irregularity and whistleblowing 
complaints, alongside the work of 
the Corporate Fraud Officer are also 
reported to Audit Committee.  
 

Budget performance is monitored by 
SLT and full Council.  
Children’s Services Sufficiency 
Strategy and Medium-Term 
Financial Plan (MTFP) are 
monitored by SLT. 

Significant 
Assurance 

A sound system of governance, risk management and control exist across 
the organisation, with internal controls operating effectively and being 
consistently applied to support the achievement of strategic and operational 
objectives. 

Limited 
Assurance 

Significant gaps, weaknesses or non-compliance were identified across the 
organisation. Improvement is required to the system of governance, risk 
management and control to effectively manage risks and ensure that strategic and 
operational objectives can be achieved. 

Reasonable 
Assurance 

There are generally sound systems of governance, risk management and 
control in place across the organisation. Some issues, non-compliance or 
scope for improvement were identified which may put at risk the 
achievement of some of the strategic and operational objectives. 

No 
Assurance 

Immediate action is required to address fundamental control gaps, weaknesses or 
issues of non-compliance identified across the organisation. The system of 
governance, risk management and control is inadequate to effectively manage risks 
to the achievement of strategic and operational objectives. 

Overall, and based on work performed to date during 2022/23, our 
experience from previous years, and the outcome of the Annual Follow 
Up exercise as separately reported, the Head of Internal Audit’s 
Opinion is one of ‘Reasonable Assurance’ on the adequacy and 
effectiveness of much of the Authority’s internal control framework.   
 

However, due to a lack of audit work in the first half of the year, we are 
unable to reconsider the assurance opinion for Children’s Services. As 
such Children’s Services (excluding Education) remains as ‘Limited 
Assurance’. In the case of both the Public Health, and Adults 
Directorates, our assurance opinion is based on work undertaken in 
2019/20 and prior years.  Our audit planning process is risk based and 
as such our report will inevitably focus upon higher risk areas. 
 

This statement of opinion is underpinned by: 
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Value Added 
We know that it is important that the internal audit service seeks to "add 
value" whenever it can.  

We believe internal audit activity can add value to the organisation and its 
stakeholders by: 

• providing objective and relevant assurance, 

• contributing to the effectiveness and efficiency of the governance, risk 
management and internal control processes. 

Senior Management has found our engagement, support as a “trusted 
advisor” effective and constructive in these significantly changing times. 
 

Our work has identified specific added value benefits in key areas and in 
mitigating key risks.  Notable benefits have been reported in the following 
areas: 
 

 

Corporate Services and Financial Services 
• ongoing engagement in Business Improvement and Change 

programmes and projects. We also continue to provide relevant 
information and practices from Local Government articles and guidance; 

• continued attendance at and support to the Council’s Information 
Governance Steering Group  

• support to the Council’s Data Protection Officer in the provision of 
Freedom of Information (FOI) and Subject Access Request (SAR) data;  

• advice prior to implementation in relation to the expected controls to 
support the Housing Support Fund scheme; 

• identification of a significant overpayment of Housing Support Fund; 

• completion of additional housing Benefits subsidy testing related to the 
prior year; 

• ICT horizon scanning, including identification of available grant monies 
for Cyber defences; Cyber-attack simulation tools; and IE11 retirement 
considerations; 

• Drafting of a Business Case to support a formal Portfolio Management 
role across the Council;  

• Support to a Risk Management presentation and workshop with SLT 
and the Risk Manager.   

 

Place 
• annual Port Marine Safety Code compliance audit; 

• in addition to the planned grant work, inclusion of the Local Growth Fund 
Grant (Torquay Gateway, EPIC and Torbay Business Centre) 
certifications; 

• continued flexibility around completion of the prior year Grants - Home to 
school and College, Travel Demand Management and Bus Subsidy. 
 

 
Children’s Services 
• ongoing engagement with the Liquid Logic project post go-live; 

• quarterly certification of Troubled Families grants. 

 

Covid-19 Response 
• changes to the plan to accommodate grant certification  

 

Schools  
• The SFVS Dedicated Schools Grant Chief Finance Office assurance 

statement for 2021/22 was submitted to the Department for Education 
and work is underway to complete the statement for 2022/23. 

• Several internal audit reviews have taken place in the autumn term 
2022 to date and it is hoped to complete as many of the remaining 
planned audits as possible by the end of the audit year. 
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Progress Against Plan 
 
This report compares the work carried out with the work that was planned 
through risk assessment, presents a summary of the audit work 
undertaken, includes an opinion on the adequacy and effectiveness of the 
Authority’s internal control environment and summarises the performance 
of the Internal Audit function against its performance measures and other 
criteria. The report outlines the level of assurance that we are able to 
provide, based on the internal audit work completed during the year. It 
gives: 

• a comparison of internal audit activity during the year with that 
planned, placed in the context of internal audit need, 

• a summary of significant fraud and irregularity investigations 
carried out during the year and anti-fraud arrangements, and 

• a statement on the effectiveness of the system of internal control in 
meeting the Council’s objectives. 

 

There has remained a need to be agile in delivery as departmental 
capacity to support Audit activity continues to be affected by Covid-19 and 
other departmental higher priorities.   

Some of our work supports projects and hence completion will be in 
accordance with project timescales.  

The bar charts right show the status of audit progress against plan and 
audit days delivered against target planned.   

The charts demonstrate that progress is largely in line with expectations, 
except in relation to completion of audit activity to report stage which has 
been impacted by departmental availability.  For example, this is 
demonstrated in relation to Key Financial Systems, Covid-19 Response 
work and Grant Certification where prior year work is being reported in the 
current year. 
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Summary audit results 
 

 

Place  

As a result of our audit work completed so far during the 2022/23 year and 
in previous years, our opinion remains as one of ‘Reasonable Assurance’.  

We have undertaken two audits in Tor Bay Harbour Authority with positive 
engagement and outcomes with further work ongoing in relation to ICT 
system administration at the harbour. 

Whilst our assurance opinions remain as ‘Limited Assurance’ in relation to 
Public Toilets and Parking, it is pleasing to note the progression made. 

The audits of Asset Management Strategy and Technology Forge System 
are ongoing, and further audits are planned in the second half of the year. 

There are several Grant Certification audits where work is ongoing, but 
completion reliant on departmental capacity to support the work. 

The Director of Place has overall responsibility for commissioning SWISCo 
services on behalf of Torbay Council.   Key SWISCo Services functions 
and risks are audited by the Devon Audit Partnership, who provide an 
annual assurance report to the SWISCo Board. 

Public Health 

Based on areas audited in previous years, our opinion is one of 
‘Reasonable Assurance’ on the adequacy and effectiveness of the 
internal control framework. 
 

Planned audit activity for this Directorate was deferred in relation to the 
2021-22 year.  As there was only one audit planned for the 2021-22 year 
and the 2020-21 audit deferred, our assurance opinion remains based on 
2019-20 and prior year audit activity.  
 
This deferred audit is now underway, and we will report our findings in the 
annual report including any update to our overall opinion for Public Health. 
 

Corporate Services and Financial Services  

As a result of our audit work completed so far during the 2022/23 year and 
in previous years, our opinion remains as one of ‘Reasonable Assurance’.  

Based on indications from previous and on-going work, we can report that 
material systems controls have either been maintained, or improvements 
are being made to address previously identified weaknesses. Whilst some 
weaknesses exist, management are aware of these issues, and have either 
accepted the related risk, or are taking action.  
 

Programmes and Projects within the Business Improvement and Change 
Portfolio continue to progress, supported by a dedicated team. Our Project 
Assurance role has identified some issues that have been accepted and 
taken forward, primarily Council Redesign and Children’s Services Liquid 
Logic.  

Within Council Redesign we are aware that each service area is being 
subject to process reviews, and we are currently awaiting formal 
engagement in relation to any potential changes to the control framework.  
Given the scale and complexity of the projects and associated 
workstreams, in our opinion the resource and associated capacity 
continues to present a significant risk to programme and project success.  

We remain concerned regarding the Council’s capacity within the IG Team 
to comply with the statutory deadlines associated with Freedom of 
Information and Subject Access Requests.  

The same team manages Corporate Complaints and the audit identified 
that response times have declined further indicating capacity issues.  

The public sector is facing significant risks in relation to malicious / cyber- 
attack events, and we have an audit planned in the second half of the year 
to examine this area along with other ICT and IG functions. We note that 
the Council has invested in CISSP (Certified Information Systems Security 
Professional) certification for the IT Networks Lead and are aware of the 
significant cyber defence work that is currently ongoing.  We have 
undertaken a follow of our previous Cyber Governance work, the outcome 
of which is reported separately. 

We note that the Service Level Agreement with the Coroner Service 
remains in draft many years after the combined coronial area was 
established. 

Although formal audit of Performance and Risk Management has been 
deferred due to ongoing development, we have supported SLT and the 
Risk Manager in redefining the Council’s strategic risks.  
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Children’s Services 
 

Our assurance opinion at the end of 2021/22 was one of ‘Limited 
Assurance’ although we acknowledged a positive direction of travel as 
previously reported by Government appointed bodies for regulatory 
inspections as directed by the Education and Inspections Act 2006 
legislation on behalf of the Secretary of State. 

Whilst other higher priority activity within Children’s Services has 
necessitated changes to the plan as detailed in Appendix 1, we have 
ongoing and planned work in the coming months to enable us to provide an 
updated assurance opinion at the end of the financial year. 
 

We have undertaken a follow up exercise of two audits within Children’s 
Services, the outcome of which are reported separately.  

In addition, we have certified two troubled families claims.  
 

The project to address post implementation issues regarding the new 
Liquid Logic system continues, effectively supported by Better Gov. 
 

 

Covid-19 Response 

Prior year audit reports have now been agreed and issued in final.  This 
year’s plan includes review of the Household Support Fund, Omicron 
Grants, CTAX Rebate and Covid Additional Relief Fund, and was extended 
to include certification of various Covid-19 related grants. 

As detailed in Appendix 1, where our work is complete, individual 
assurance opinions were mainly ‘Limited Assurance’, and we have 
provided recommendations to support improvement and strengthening of 
the associated control frameworks going forward. 

Adult Services including Community and Customer Services 

The key Adult Services functions and risks are audited by the NHS Trust 
Provider, and wider assurance is provided by Health audit colleagues 
(Audit South West) who provide a separate letter of assurance. 
 

Based on areas we audited in previous years, our opinion is one of 
‘Reasonable Assurance’ on the adequacy and effectiveness of the 
internal control framework.   
 

All audits for this Directorate area were deferred in relation to the 2021-22 
year, as was the case for 2020-21 year.  As such our assurance opinion is 
based on 2019-20 and prior years. 
 
These deferred audits are now underway or planned for the second half of 
the year, and we will report our findings in the annual report including any 
update to our overall opinion for Adult Services. 
 
 
 

Schools 

Arrangements are in place to carry out the outstanding audit reviews in this 
year’s plan over the coming months.  
 

The Schools Financial Value Standard is now an established tool for 
maintained schools and are required to annually submit their self-
assessment to their local authority no later than 31st March. Schools are 
reminded of the need to complete an annual submission during audits and 
through other means of communication. 
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Irregularities Prevention and Detection  
 
Counter-fraud arrangements are a high priority for the Council and assist in the protection of public funds and accountability. Devon Audit Partnership (DAP) 
liaise with the Corporate Fraud Officer as required; the key outcomes of this role are the identification and investigation of external frauds. 
 

Recent assessments state that there is an epidemic of fraud cases. Fraud now account for 40% of all crimes; it is anticipated that this will further increase by 
25% in the coming years (see Fraud and the Justice System). The government has responded with formation of the Public Sector Fraud Authority. Given this 
landscape, it is important for councils to have effective measures to reduce the risk and impact of fraud. Management is aware that they can refer any 
suspected issues to the Corporate Fraud Officer, Internal Audit or the Finance, Ethics & Probity Group. 
 

The Cabinet Office now run the national data matching exercise (National Fraud Initiative – NFI) every two years.  Most data matching for this involves the 
investigation of potential external fraud committed against the Authority, i.e., individuals or bodies external to the Council.  NFI activity on behalf of the Council 
is now undertaken by the Corporate Fraud Officer. 
 

DAP has continued to undertake daily monitoring and management the Council’s Whistleblowing Inbox.  We have provision to interrogate the Council’s email 
archive system to support investigations, FOI’s, and SAR’s.  Periodic fraud bulletins are also produced and published on DAP’s website. 
 

Irregularities – During the first six months of 2022/23, Internal Audit have carried out, or assisted in 6 new irregularity investigations.  Analysis of the types of 
investigation and the number undertaken, and as compared with the total investigations for previous years shows the following: 
 

Issue 22/23 Number  
Half Year  

21/22 Number  
Whole Year  

20/21 Number  
Whole Year  

19/20 Number 
Whole Year 

Poor Procedures 3 2 0 4 

Employee / Member Conduct 0 7 9 9 

Financial Irregularities 0 2 4 1 

Misappropriation of Income 0 0 0 0 

IT Misuse 1 1 0 0 

Theft 0 0 0 0 

Tenders & Contracts 0 2 2 1 

Support to IG and HR Investigations 2 4 N/A N/A 

Total 6 18 15 15 

 
 

Summary details as follows: - 
Some irregularity investigations are as a result of allegations made by whistle blowers.  In addition, we have supported Information Governance and Human 
Resources with the provision of emails in relation to their investigations. 

Freedom of Information / Subject Access Requests and Referrals made under the Unacceptable Behaviour Policy: - 

We have been asked to assist with two requests under Freedom of Information and Data Protection requirements or the Unacceptable Behaviour Policy 
during the first six months of 2022-23. 
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Appendix 1 – Summary of audit reports and findings for 2022/23 
Risk Assessment Key Direction of Travel Assurance Key 
LARR – Local Authority Risk Register Score Impact x Likelihood = Total & Level 
ANA - Audit Needs Assessment risk level as agreed with Client Senior 
Management 
Client Request – additional audit at request of Client Senior Management; no risk 
assessment information available 

      - action plan agreed with client for delivery over appropriate timescales & is progressing; 
         - action plan agreed and is being progressed though some actions are outside of agreed 

timescales or have stalled 
      - action plan not fully agreed, or we are aware progress has stalled or yet to start; 
* report recently issued; assurance progress is of managers feedback at debrief meeting. 

 

CORPORATE SERVICES and FINANCIAL SERVICES 

Risk Area / Audit Entity 

Audit Report 

Assurance 
opinion 

Residual Risk / Audit Comment 
Direction of 

Travel 
Assurance 

Business Improvement and Change and Project Consultancy 
 

Business Improvement and 
Change Programme 

(ANA – Critical) 

Status: 
Ongoing 

 
Added Value  

 

Our role remains one of primarily Project Assurance related to projects and programmes within the 
Business improvement and change portfolio of work.  In addition, where required, we also continue to 
provide the Project Audit role, advising on control framework aspects of changes.  The timing of our work 
is dependent on and linked to associated programme and project timescales.   
 

The project assurance role has primarily been provided through attendance at and participation at 
respective Board meetings and individual project assurance meetings with relevant Project Managers / 
Leads.    
 

Our focus continues to be in relation to two key Business Improvement and Change Programmes and 
Projects, as follows:  

• Liquid Logic Post System Implementation – within the Children’s Services IT System Board; 

• Council Redesign Programme – attendance at and participation in Council Redesign Board along with 
the ongoing overview of sub-projects, including CRM and Open Portal. 

Linked to these projects we have made recommendations around aspects such as project contingency, 
cost benefit analysis, evidenced decision making, procurement, and standard agenda items. 
 

As stated previously, our key concern remains as project capacity in relation to the ability of project teams 
to deliver outcomes in addition to maintaining business as usual in what continues to be challenging times. 
Following our previous recommendations regarding formal Portfolio Management, we provided operational 
support by drafting a Business Case to support a formal Portfolio Management role, that would provide a 
framework within which Council programme and project resource could be more effectively understood 
and managed. 
 

We continue to review information/articles from Local Government and other relevant publications 
identifying projects and programmes that may be of interest to Torbay Council.  
 

 

N/A 

G 

A 
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CORPORATE SERVICES and FINANCIAL SERVICES 

Risk Area / Audit Entity 

Audit Report 

Assurance 
opinion 

Residual Risk / Audit Comment 
Direction of 

Travel 
Assurance 

ICT and IG Audit  

Information Governance 
Steering Group (including 
GDPR - trusted advisor)  
(ANA – High) 

Status: 
Ongoing 

 
Added Value 

 

Due to capacity within the IG Team, formal steering group meetings have been limited, however where 
required we have continued to provide input to and active participation in the Council’s Information 
Governance Steering Group (IGSG).  Part of our role continues to be horizon scanning for emerging 
issues that we share within the group or directly with specific departments.  Recent examples include 
availability of Government grant monies for Cyber defences; retirement of Internet Explorer 11; and attack 
simulation tools to support user cyber-attack training and awareness. 
 

The group provides a framework around review of emerging information security matters and cyber risks. It 
was pleasing to note the Cyber briefing by the Head of ICT and the ongoing Cyber and related IT staff 
communication; and the ongoing development of Cyber defences utilising the Government grant monies. 
  

Concerns remain regarding the Information Governance Team’s capacity to comply with statutory 
timescales of Freedom of information requests and Subject Access Requests. 
 

N/A  

The following audit is currently in progress:  

• ICT KFS (including Continuity and Disaster Recovery arrangements for key 
systems) (ANA – High) 

 
 

The following audits are not due to commence until the second half of the year: 

• Cyber Essentials (ANA – High) 

• Change Management (ANA – High) 

• Incident and Problem Management (ANA – High) 

• Information Governance – Data Quality and Records Management (ANA – High) 
 

Key Financial Systems 2021-22 completed in the 2022-23 year 

Treasury Management  
(ANA – Medium) 
 

Status: Final 
 

Substantial 
Assurance 

Assurance was reported in last year’s annual report; please refer to that report for details. 
 

 

IBS Open system 
Administration (follow up) 
(ANA – High) 
 

Status: Final 
 

Reasonable 
Assurance 

Assurance was reported in last year’s annual report; please refer to that report for details. 
 

 

General Ledger & Bank 
Reconciliation (follow up) 
(ANA – Medium) 

Status: Final 
 

Reasonable 
Assurance  

Limited progress had been made this year in relation to implementing prior year recommendations, so the 
majority still stand.  We note that this includes two areas where management have accepted the risk, and 
this has been the case for a number of years. 
 

In terms of system changes, for some areas we have been informed that there were no such changes, so 
further work was not required.  For others, we have been unable to obtain a response to our request for 
information, so cannot provide any up-to-date information or related assurance in this regard. 
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CORPORATE SERVICES and FINANCIAL SERVICES 

Risk Area / Audit Entity 

Audit Report 

Assurance 
opinion 

Residual Risk / Audit Comment 
Direction of 

Travel 
Assurance 

Creditors & POP  
(ANA – High) 
 

Status: Final 
 

Reasonable 
Assurance  

This year’s audit has followed a sample testing approach, and issues were identified in relation to most 
areas within the creditors system.  We note however that none of the issues are significant enough to 
warrant a change in this year’s opinion statement, which remains as ‘Reasonable Assurance’.   
 

In some instances, the issues raised were simply due to not being able to obtain sufficient evidence to be 
able to provide assurance that the control environment normally in place had been operating throughout 
the year, rather than having found evidence that procedures were not being followed. 
 
As in previous years, our main concern is in relation to the authorisation process for manual payments, 
whereby only payments over £5k are checked for appropriate authorisation before being processed.  We 
understand a number of system-based solutions are available to mitigate this risk, but that delays caused 
by Covid-19 have prevented resolution as yet. 
 

 

Payroll  
(ANA – High)  

Status: Final 
 

Reasonable 
Assurance  

This year’s audit has followed a walkthrough approach and we can confirm that in most areas, there is still 
a robust control environment in place.  We have, however been unable to obtain information in relation to 
parameter changes, so cannot provide assurance that these were checked and reviewed before being 
implemented.  
  
A number of small issues were found in relation to the appropriateness of some amendments that are 
being made to the system, for example an authoriser entering data incorrectly, an inappropriate 
amendment being authorised, and a temporary amendment not being reviewed in terms of its ongoing 
appropriateness.    
In addition, we have been unable to establish whether progress has been made in terms of implementing 
prior year recommendations.  A number of these have been outstanding for a few years now, so it would 
be good to see these implemented soon. 
 

 

Debtors and Corporate Debt 
(ANA – High) 
 

Status: Final 
 

Limited 
Assurance  

As has been the case over the last few years, there has been little progress in terms of implementing prior 
year recommendations.  With the impact of Covid-19 now lessening, it would be good to see some of these 
long-standing issues resolved, particularly in relation to the monitoring and reporting of debt at an overall 
level.  
 

Other issues are mainly prevalent in relation to Corporate Debt, and we understand that current staff 
pressures are preventing improvements from being made in this area.  Specific risks remain in terms of 
monitoring recovery suppression and adherence to special payment arrangements.  
 

We also found issues in relation to monitoring performance of external debt collectors, and in relation to 
write-offs and the adherence to Financial Regulations.  These were equally applicable to both Sundry and 
Corporate Debt. 
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CORPORATE SERVICES and FINANCIAL SERVICES 

Risk Area / Audit Entity 

Audit Report 

Assurance 
opinion 

Residual Risk / Audit Comment 
Direction of 

Travel 
Assurance 

Income Collection  
(ANA – Medium) 
 

Status: Final 
 

Reasonable 
Assurance  

 
 

This year’s sample testing audit found that, in the main, the controls in place across the Department to 
ensure significant risks are mitigated, have been operating throughout the year.   
 

Access to the system is not so well controlled, and we have raised a number of issues in relation to both 
new, and current users, including the wide-ranging access of a number of officers who have both system 
administration and operational access.  Although common in many small departments due to operational 
necessity, these officers include IT support staff, who are unlikely to require operational access.   

 

Benefits and Council Tax 
Support Scheme (follow up) 
(ANA – High) 
 

Status: Final  
 

Reasonable 
Assurance 

2019-20 Follow Up We are pleased to report that the majority of recommendations made have now been 
implemented.  Where these remain outstanding, either alternative solutions have been devised, or 
management continue to accept the related risk.   
We note that the majority of recommendations relate to improving the quality and accuracy of self-
employed earnings assessments.  Since the audit was undertaken two years of subsidy testing has taken 
place, and it is pleasing to note that no additional issues in relation to the assessment of self-employed 
earnings have been identified.  
Although our overall opinion remains ‘Reasonable Assurance’, we have updated our level of assurance in 
relation to risk 1 from ‘Improvements Required’ to ‘Reasonable Assurance’. 
 

2020-21 Follow Up We are pleased to report that action is being taken to address the issues identified 
within last year’s report.  Additional training has been undertaken in relation to overpayment classification, 
and there is evidence of additional QC checking taking place.   
Despite the progress made, we are unable to revise our overall opinion due to the very limited scope of the 
original audit and therefore the follow up, as this would not be indicative of the Department as a whole. 
Additional earnings training was undertaken in February 2021 following the outcome of the 2019-20 
subsidy testing.  Although more recent training has not been undertaken in this area, we note that the 
results of the 2020-21 subsidy audit have yet to be finalised.  We will follow this up as part of the 2022-23 
benefits audit 

 

Council Tax and National 
Non – Domestic Rates  
(ANA – Medium) 
 

Status: Final 
 

Limited 
Assurance  

 
 

The teams have faced increased pressures and workloads due to Covid-19 and have needed to adapt 
working practices to ensure a continuation of service whilst also processing various Covid related grants 
and discounts.  
 

These additional pressures are likely to be a contributing factor that have prevented the implementation of 
some outstanding audit recommendations.  There remains therefore several areas where further 
improvements are required, examples being: 
• Update and review of procedures; 
• Development and implementation of performance indicators; 
• Management information demonstrating review of discount/relief reviews; 
• Ensuring 'stop recovery' is time limited; 
• Review and clearance of accounts in credit; 
• Independent checks of refunds, including bank account details. 
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CORPORATE SERVICES and FINANCIAL SERVICES 

Risk Area / Audit Entity 

Audit Report 

Assurance 
opinion 

Residual Risk / Audit Comment 
Direction of 

Travel 
Assurance 

Key Financial Systems 2022-23   

FIMS Sys Admin (follow up 
audit) 
(ANA – High) 
 

Status: Final 
 

Reasonable 
Assurance  

Limited progress had been made this year in relation to implementing the very few prior year 
recommendations, so the majority still stand.  We note that this includes one area where management 
have accepted the risk, and this has been the case for a number of years. 
In terms of system changes, we have been informed that there were no such changes, so further work was 
not required.   

 

Asset Register (follow up 
audit) 
(ANA – Medium) 
 

Status: Final  
 

Substantial 
Assurance 

It is pleasing to report that the three recommendations made last year have now been fully implemented, 
and we have made no further recommendations. 
We understand that there have been no changes to the systems and working practices since the last audit 
except in response to audit recommendations, and the implementation of a new RAM reporting tool.  We 
understand that the new reporting tool does the same functions as the previous reporting tool; we will 
examine this in more detail as required in the 2023-24 audit. 

 

Treasury Management 
(follow up audit)  
(ANA – Medium) 

Status: Final  
 

Substantial 
Assurance  

Limited progress had been made this year in relation to implementing the few prior year recommendations, 
so the majority still stand.  We note that this includes one area where management have accepted the risk, 
and this has been the case for a number of years, another area which is not yet due to be implemented 
and an opportunity recommendation.  The remaining recommendations are largely in progress. 
In terms of system changes, we have been informed that there were no such changes, so further work was 
not required. 

 

Housing Benefits Subsidy 
(additional testing for the 
prior year subsidy claim) 
(ANA – Client Request) 
 

Status: 
Complete  

 
Added Value 

 

Testing comprised a review of a sample of forty overpayments from cell 114 (eligible overpayments).  Of 
those sampled three were deemed to be ‘fails’.  In one instance this was due to the overpayment having 
been incorrectly classified.  In two instances this was due to the benefit calculation having been revised 
incorrectly.  We note that in these two instances, our findings were in dispute at the time they were passed 
over to Grant Thornton, however we have not yet received feedback on whether the dispute was upheld. 

N/A 

The following audits are currently in progress:  

• IBS Sys Admin (ANA – High) 

• Council Tax and Non-Domestic Rates (ANA – Medium) 

• Benefits and CTAX Support Scheme (ANA – High) 

• Housing Benefits Subsidy (current year claim) (ANA – Client Request) 
 

The following audits are not due to commence until the second half of the year: 

• Payroll (ANA – High) 

• Income Collection (follow up audit) (ANA – Medium) 

• Debtors and Corporate Debt (ANA – High) 

• Creditors & Electronic Ordering (POP) (ANA – High) 

• General Ledger (Main Accounting System) and Bank Reconciliation (ANA – Medium) 
 

Other 

Apprenticeship Levy  
(ANA – client request) 
 

Status: Final 
 

Limited 
Assurance 

Assurance was reported in last year’s annual report; please refer to that report for details. 
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CORPORATE SERVICES and FINANCIAL SERVICES 

Risk Area / Audit Entity 

Audit Report 

Assurance 
opinion 

Residual Risk / Audit Comment 
Direction of 

Travel 
Assurance 

Corporate Complaint 
System  
(ANA – Medium) 
 
 
 

Status: Final  
 

Reasonable 
Assurance  

 
 

Corporate Complaints is supported through local procedures which are managed by the Information 
Governance Team. Our review process focused on compliance with these local procedures, guidance from 
the Local Government and Social Care Ombudsman and how the Corporate Complaints system is 
configured to support Torbay Council's handling of complaints.  
Based on the quarter 4 performance report published to the audit committee on the 11th of May 2022 the 
number of complaints received in the last financial year has increased with only 49% being dealt with 
within the timescale. From our sample, all complaints had the supporting evidence which demonstrated 
compliance with the complaints procedure's initial assessment and investigation. There is, however, a 
downward trend in respect to response times exceeding 20 working days or 30 working days where an 
extension was permitted. We also noted an increase in cases being referred to the Ombudsman and an 
increase in cases being upheld by the Ombudsman. We have made some recommendations to strengthen 
the procedures surrounding the corporate complaints system and to support improvement in performance. 
 

We are confident that Torbay Council have an effective IT system in place to deliver Corporate 
Complaints. iCasework is linked to active directory along with user access requests managed by the 
Information Governance team, as such we are confident unauthorised access to the system is a relatively 
low risk. We have identified some areas which require further input with a focus on system administration 
procedures to include user access, leavers processes, training, and data protection.  

 

Coroner (agreement 
monitoring)  
 
(ANA-Medium) 

Status: Draft 
 

Limited 
Assurance  

We understand that both the Coroners Service and NHS support services have experienced a significant 
impact as a result of the pandemic and as such progression and finalisation of the draft SLA for the 
combined coronial area is yet to be fully agreed and signed by all parties.  We have been advised that 
parties are working to the spirit of the SLA, however given the nature of the service and the associated 
charging mechanisms in place, it is vital that the draft SLA and any supporting contracts are reviewed, 
updated, and agreed by all parties.   
 
Included within the draft SLA is the associated charging schedule, however, although invoicing and 
payments are up to date, the charging is one aspect of the draft SLA that requires agreement.  Our 
findings would support the need for further clarity and additional charging aspects being included in the 
SLA to ensure all charges applied by Plymouth City Council and the method by which they apply them are 
clear, fair, and accurate 

 

The following audits are currently in progress: 

• Legal Services (cross Council use of Legal Advice) (ANA – Medium) 
 

The following audits are not due to commence until the second half of the year: 

• Capital Programme (focussed on Town Deal and Future High Streets) (ANA – Medium) 

• Risk Management - Assurance Mapping (ANA – Medium) Consultancy 
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COVID-19 RESPONSE 

Risk Area / Audit Entity 

Audit Report 

Assurance 
opinion 

Residual Risk / Audit Comment 
Direction of 

Travel 
Assurance 

Business Grants - Post 
Award Assurance 
 

Discretionary Business 
Grants - Post Award 
Assurance 
 

Local Additional Restrictions 
Support Grants 
 

Local Restrictions Support 
Grants (Closed) and Closed 
Business Lockdown 
Payments  
 

Local Restrictions Support 
Grants (Open) 
 

Local Restrictions Support 
Grants (Sector) 
 

Christmas Support 
Payments for Wet led Pubs 
 

Business Restart Grants  
 

Status: Final 
 

Limited 
Assurance 

Assurance was reported in last year’s annual report; please refer to that report for full summaries of 
findings for individual audits. 
 

For information, in response to COVID-19, the Government provided support for businesses who suffered 
financial hardship due to local and national restrictions. There were several schemes under which grants 
were being made available to such businesses, depending on the specific restrictions that were in place 
over certain time periods 
 

The audits of the Covid-19 Response grant schemes were at client request to address the associated 
emerging risks with the audit plan being revised in-year to accommodate this requirement which spanned 
the 2020-21 and 2021-22 years. 
 

Management action plans are in place to address the findings and recommendations made in relation to 
specific claims and where lessons can be learnt for any future similar schemes.  We note that reporting to 
government was addressed post the audits due to delays in receipt of templates from the government. 
 

We acknowledge the impact of the number of schemes, the speed of implementation required by the 
government, delays in scheme information from the government, the volume of applications and the known 
capacity issues on the Council’s ability to implement and operate the required framework in addition to 
business as usual and during the pandemic. 
 

We raised issues with the design of the processing frameworks established in relation to the control 
environment and consistency with the government scheme requirements.  These concerns have been 
noted by management and will be considered for any future similar grant schemes.  
 

Whilst we recognise the impacts on the service areas in implementing and operating these grants, the 
outcomes of our audits resulted in Limited Assurance being provided.  This is primarily due to various 
factors, including inconsistencies in application assessment and awards; quality, accuracy, and availability 
of supporting evidence; instances of potential duplicate payments, albeit that this issue was not across all 
schemes. 
 

 

Household Support Fund  
(ANA – High, Client 
Request) 
 
 

Status: Final 
 

Limited 
Assurance  

 

The audit identified many lessons to be learnt from the first schemes (October 2021 to September 2022) 
that are applicable to the new scheme effective October 2022.  
 

In our opinion the scheme design would have provided a more robust framework and subsequently 
reduced the risk of the issues and errors had the pre scheme advice and recommendations from Internal 
Audit been implemented. However, this does not negate the impact of the advised capacity issues, 
scheme timing requirements, and volume of applications on the Council’s ability to fully implement and 
operate the required framework. 
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COVID-19 RESPONSE 

Risk Area / Audit Entity 

Audit Report 

Assurance 
opinion 

Residual Risk / Audit Comment 
Direction of 

Travel 
Assurance 

 

We identified a number of issues, notably a significant overpayment to one applicant, and a lack of service 
agreements for third party processing of funds, particularly the Citizen Advice Bureau.  This has led to the 
need for discussions between the Council and the Citizens Advice Bureau in relation to the return of 
monies, identified during the Audit. 
 
Whilst we were aware of the process for Pensioner Credit applications and the introduction of a QC 
process, due to the timing of these being taken forward i.e., August 2022, they were not examined within 
this audit. We did however note a potential risk in relation to Pensioner Credit applications in that reliance 
was placed on provision of a listing from DWP which was a point in time listing and therefore could have 
been subject to change through the timing of the scheme. 
 

Covid-19 Response Grant Certification   

Test and Trace Contain 
Outbreak Management Fund 
Surge Funding x 3  
 

Status: 
Complete 

 

No issues identified 

N/A 

Practical Support for Self-
Isolation x 4  
 

Status: 
Complete 

An initial review found that the grant had not been spent so will be returned to the Department for Health 
and Social Care N/A 

Test & Trace Support 
Payments Scheme 2020-21 
 

Status: 
Complete  

No issues identified 
N/A 

Test & Trace Support 
Payments Scheme 2021-22 
 

Status: 
Complete  

No issues identified 
N/A 

The following audits are currently in progress: 

• Omicron Grants (ANA – High, Client Request) 

• CTAX rebate (ANA – High, Client Request) 

• Covid Additional Relief Fund (ANA – High, Client Request) 
 
 

 
 

 CROSS DIRECTORATE  

Risk Area / Audit Entity 

Audit Report 

Assurance 
opinion 

Residual Risk / Audit Comment 
Direction of 

Travel 
Assurance 

The following audit is currently in progress: 

• Service Delivery Interdependencies and related Improvement Plans (Adult Services, Children’s Services and Public Health) (ANA – High, Client request) 
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PLACE   

Risk Area / Audit Entity 

Audit Report 

Assurance 
opinion 

Residual Risk / Audit Comment 
Direction of 

Travel 
Assurance 

Tor Bay Harbour Authority – 
Mooring System (contract 
management)  
 
(ANA - Medium) 
 

Status: Final 

Reasonable 
Assurance 

We evaluated the ongoing management of the Tor Bay Harbours contract for the provision of Inspection 
and Maintenance of Brixham Harbour Moorings.  We found that contract monitoring is being undertaken, 
the processes for which are considered reasonably robust.  There are opportunities to further strengthen 
the contract monitoring processes through identification and ongoing monitoring of associated 
performance indicators.   
 

In relation to value for money, the charging aspect of the contract is closely monitored, and we understand 
that upon contract end date, Tor Bay Harbours are considering undertaking a tender exercise to ensure 
value for money is maintained.  
 

Within the current contract charges, we identified an instance where the overall annual charge may 
potentially exceed the agreed contract charges.  We understand this is related to a supplier issue and 
increased cost of parts. Whilst the contract supplier has indicated that they would endeavour to ensure 
charges remain within the agreed contract, this is outside of the contract terms.  We have therefore 
recommended that Procurement advice is sought to determine whether a contract variation may be 
required. 
 

 

Port Marine Safety Code 
(ANA-Medium) 
 

Status: Final 

Compliant 

We have undertaken a follow up of the previous findings and recommendations made in relation to 2021 
and undertaken a current assessment of Tor Bay Harbour Authority against the requirements of the Port 
Marine Safety Code. We have examined a restricted sample of records relating to both previous 
recommendations made and current practices in relation to the Tor Bay Harbour Authority and its 
compliance with the requirements of the Code and obtained such explanations and carried out such tests 
as we consider necessary to confirm Management have actioned previous recommendations and remain 
compliant with the Code.  
 

To the best of our knowledge and belief, having carried out appropriate checks within the remit of both the 
follow up and annual compliance exercise and considered responses provided to us by relevant Harbour 
staff, in our opinion Tor Bay Harbour Authority remains compliant with the Port Marine Safety Code.   
 

 

Parking  
(ANA-Medium) 
 

Status: Draft 
 

Limited 
Assurance  

Although there is a Parking Strategy in place, it is dated 2016-21 and has not been reviewed since it was 
implemented in 2016.  
It is pleasing to see that many of the recommendations from the previous audit have been implemented 
and testing has now been able to take place due to reports being produced from the Taranto system.  
However, there are still a number of issues that were identified this year, hence the opinion still being one 
of ‘limited assurance’. 
 

Parking charges are reviewed annually by the Council as part of the budget.  In April 2022, an amendment 
was made to the approved charges, however the proper procedures, as required by the Authority’s 
Financial Regulations were not followed.  In addition, for some zones, the published charges are not in line 
with the approval document as we understand the document was inaccurate when approved. 
 

 

P
age 34



  

17 
 

PLACE   

Risk Area / Audit Entity 

Audit Report 

Assurance 
opinion 

Residual Risk / Audit Comment 
Direction of 

Travel 
Assurance 

As of 31st March 2022 the level of debts in relation to PCNs had increased significantly on the previous 
year.  It is understood that this figure includes cases that have been returned from the bailiffs as 
unrecoverable and need to be written off, however staffing issues have meant these write-offs have been 
unable to take place.  
   

Management have advised that areas of weakness identified should in part be attributed to insufficient 
capacity in the team which we are advised is an ongoing issue. 
 

Public Toilets (contract 
monitoring)  
(ANA – Low, client request) 
 

Status: Draft 
 

Limited 
Assurance  

There has been progress against the previous audit agreed actions, with one action currently outstanding 
in relation to a discrepancy between the supplier’s system (MOXI) and the Council’s finance system 
(FIMS).  The contract clearly defines the required aspects of the Public Toilet provision, however there are 
some areas where this could be strengthened, for example the requirement for further contract variations 
where additional requirements have been added.   
 

Due to an advised capacity and staff availability issue at SWISCo, the provision of supporting evidence 
has been limited and as such, whilst we have been able to provide some aspects of assurance in relation 
to the contract content itself, we have been very limited in relation to being able to provide assurance 
regarding the practical operational contract management processes operated by SWISCo, and as such, 
are unable to fully confirm the suppliers compliance with the contract.  We have made a number of 
recommendations requiring SWISCo to provide the Council with assurance that the required contract 
management processes are being effectively operated and that the supplier is compliant with contract 
terms. 
 

 

The following audits are currently in progress: 

• Tor Bay Harbour Authority (ANA – Medium) 

• Asset Management Strategy / Plan (ANA – High) 

• Technology Forge system review (ANA – Medium) 
 
The following audits are not due to commence until the second half of the year: 

• Housing Companies (client role / management) (ANA – High) 

• SWISCo (client role / management) (ANA – High) 

• Climate Change (ANA – High) 
 

The following grant certification audits are currently in progress: 

• Grant - Bus Subsidy x 2 (2020-21 and 2021-22) 

• Grant – Home to School and College 

• Grant – Travel Demand Management 

• Grant – Local Transport Capital Block Funding  

• Grant – Local Growth Fund (Torquay Gateway) 

• Grant – Local Growth Fund (EPIC) 

• Grant – Local Growth Fund (Torbay Business Centre) 
The following grant certification audits are not due to commence until the second half of 
the year: 

• Grant – Local Growth Fund (Claylands) 
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CHILDREN’S SERVICES 

Risk Area / Audit Entity 

Audit Report 

Assurance 
opinion 

Residual Risk / Audit Comment 
Direction of 

Travel 
Assurance 

Virtual School – Personal 
Education Plan (ANA – 
Medium) 
 

Status: Draft 

 

Limited 
Assurance 

Assurance was reported in last year’s annual report; please refer to that report for details. 

 

Children’s Services Grant Certification  

Troubled Families Grant 
Claims x 2  

Status: 
Complete 

 

One family on each claim was removed as found to be ineligible.  However, these were replaced with new 
cases, so the amount claimed in each instance did not change.  N/A 

The following audits / grant certifications are currently in progress: 

• Child Protection Processes and Planning Conference (ANA – High) 

• Commissioning & Performance Management (direct contract management – Young 
Devon Contract) (ANA – Medium) 

• Recruitment, Retention and Learning Academy 

• School Condition Allocations Grant 

• Basic Need Funding Grant 
 

The following audits / grant certifications are not due to commence until the second half 
of the year: 

• Quality Assurance and Audit Frameworks (ANA – High) 

• Troubled Families Grant Claims (Quarters 3 and 4) 
 

The following audits have been deferred / cancelled due to the impact of other 
priorities on the service or due to alternative oversight arrangements: 

• Fostering and connected carers (ANA – Medium) 

• Sufficiency Strategy Progress (ANA – High) 

• Higher Needs / SEND Block Progress (ANA – High) 
 

Schools Financial Value 
Standards (SFVS) 
 

Reasonable 

Assurance 

The SFVS Dedicated Schools Grant Chief Finance Office assurance statement for 21/22 was submitted to 
the Department for Education. Work is already underway to collate the 2022/23 returns received from 
schools, the results of which will appear in the latest CFO assurance statement that has to be submitted to 
DfE by 31st May 2022.  
 

N/A 

Maintained Schools audit 
programme 

Not 

Applicable 

Following the impacts of Covid-19, plans are in place to complete the necessary reviews by the end of the 
Spring term 2023 so that the audit cycle is back on track. 
 

N/A 

Maintained Schools Summary Data  

Whilst no school visits have taken place during this time, the reviews are planned for completion by the end of the Spring term 2023, enabling us to provide a 
summary in the annual audit monitoring report. 
  

N/A 
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ADULT SERVICES INCLUDING COMMUNITY AND CUSTOMER SERVICES 

Risk Area / Audit Entity 

Audit Report 

Assurance 
opinion 

Residual Risk / Audit Comment 
Direction of 

Travel 
Assurance 

The following audits are currently in progress: 
Adult Services 

• Adult Social Care Precept Use (Control of Procurement and Spend)  
(ANA – High) 

• Adult Social Care Client Debt (Monitoring of commissioned function)  
(ANA – High) 

Community and Customer Services 

• Vulnerable Renters (use of Homelessness Prevention grant and other grants)  
(ANA – High) 

• Housing Options (focussed on Temporary Accommodation)  
(ANA – High) 

 

The following audits are not due to commence until the second half of the year: 
Community and Customer Services 

• Health & Safety (ANA – High) 

• Housing (including cross council joint working) (ANA – Medium) 

 

 
 

PUBLIC HEALTH 

Risk Area / Audit Entity 

Audit Report 

Assurance 
opinion 

Residual Risk / Audit Comment 
Direction of 

Travel 
Assurance 

Public Health Grant Certification 

Universal Drug Grant Status: 

Complete 

No issues identified 
N/A 

Adult Weight Management Services 
Grant 

Status: 
Complete 

No issues identified  
N/A 

The following audit is currently in progress: 

• 0-19 Service Commissioning and Performance Management (ANA – High) 
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Appendix 2 - Professional Standards and Customer Service  

Conformance with Public Sector Internal Audit Standards (PSIAS) 
 

Conformance - Devon Audit Partnership conforms to the requirements of the PSIAS for its internal audit activity. The purpose, authority and responsibility of 
the internal audit activity is defined in our internal audit charter, consistent with the Definition of Internal Auditing, the Code of Ethics and the Standards. Our 
internal audit charter was approved by senior management and the Audit Committee in March 2021. This is supported through external assessment of 
conformance with Public Sector Internal Audit Standards & Local Government Application note in November 2021. 

 

Quality Assessment – through external assessment “DAP is considered to be operating in conformance with the standards”. External Assessment provides 
independent assurance against the Institute of Internal Auditors (IIA) Quality Assessment & Public Sector Internal Audit Standards (PSIAS). The Head of 
Devon Audit Partnership also maintains a quality assessment process which includes review by audit managers of all audit work. The quality assessment 
process and improvement are supported by a development programme.   

 

Improvement Programme – DAP maintains a rolling development plan of improvements to the service and customers. All recommendations of the external 
assessment of PSIAS and quality assurance were included in this development plan and have been completed. This will be further embedded with revision of 
our internal quality process through peer review. Our development plan is regularly updated, and a status report was reported to the Management Board and 
Partnership Committee in June 2022. 

 

Performance Indicators 
Overall, performance against the majority of indicators has been maintained with one exception (see Appendix 
6). To note that certain areas of the audit plan relate to project work and will not be complete until the end of 
the year. As already mentioned on page 4, there has remained an ongoing need for agility in the delivery of the 
2022/23 agreed audit plan, in order to accommodate departmental capacity to support the audit process. 

  

Customer Service Excellence (CSE) 
In November 2021, DAP was successful in re-accreditation by G4S Assessment Services of the CSE.  We 
continue to issue client survey forms with our final reports and the results of the surveys returned are, although 
low in number, very good and again are very positive. The overall result is very pleasing, with 98% being 
"satisfied” or better across our services, see appendix 7. It is very pleasing to report that our clients continue to 
rate the overall usefulness of the audit and the helpfulness of our auditors highly. 
 
The next External Assessment is being planned and is due to take place early in 2023. 

62%

36%

2%

Analysis of Customer 
Survey Results 2022-23

Very Satisfied

Satisfied

Adequate

Poor
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Appendix 4 - Annual Governance Framework Assurance  

 
The conclusions of this report provide the internal audit assurance on the internal control framework necessary for the Committee to consider 
when reviewing the Annual Governance Statement. 

The Annual Governance Statement (AGS) provides assurance that  
o the Authority’s policies have been complied with in practice; 
o high quality services are delivered efficiently and effectively; 
o ethical standards are met; 
o laws and regulations are complied with; 
o processes are adhered to; 
o performance statements are accurate. 

The statement relates to the governance system as it is applied 
during the year for the accounts that it accompanies. It should:- 

• be prepared by senior management and signed by the Chief 
Executive and Chair of the Audit Committee; 

• highlight significant events or developments in the year; 

• acknowledge the responsibility on management to ensure 
good governance; 

• indicate the level of assurance that systems and processes 
can provide; 

• provide a narrative on the process that has been followed to 
ensure that the governance arrangements remain effective. 
This will include comment upon; 
o The Authority; 
o Audit Committee; 
o Risk Management; 
o Internal Audit; 
o Other reviews / assurance. 

Provide confirmation that the Authority complies with CIPFA / 
SOLACE Framework Delivering Good Governance in Local 
Government. If not, a statement is required stating how other 
arrangements provide the same level of assurance  

Corporate Risk Management 
framework and Reporting

Internal Audit Assurance on 
the internal control 

framework

Executive and Service 
Director Review and 

Assurance

External Audit and Other 
Assurance Reports

Annual 
Governance 
Framework

The AGS needs to be presented to, and approved by, the Audit Committee, and 
then signed by the Chair. 

The Committee should satisfy themselves, from the assurances provided by the 
Corporate Risk Management Group, Executive and Internal Audit that the 
statement meets statutory requirements and that the management team endorse 
the content. 
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Appendix 5 - Basis for Opinion  
 
The Chief Internal Auditor is required to provide the Council with an opinion on 
the adequacy and effectiveness of its accounting records and its system of 
internal control in the Council. In giving our opinion, it should be noted that this 
assurance can never be absolute. The most that the internal audit service can 
do is to provide reasonable assurance, formed from risk-based reviews and 
sample testing, of the framework of governance, risk management and control. 
 

This report compares the work carried out with the work that was planned 
through risk assessment; presents a summary of the audit work undertaken; 
includes an opinion on the adequacy and effectiveness of the Authority’s internal 
control environment; and summarises the performance of the Internal Audit 
function against its performance measures and other criteria. The report outlines 
the level of assurance that we are able to provide, based on the internal audit 
work completed during the year. It gives: 

• a statement on the effectiveness of the system of internal control in meeting 
the Council’s objectives: 

• a comparison of internal audit activity during the year with that planned;  

• a summary of the results of audit activity and; 

• a summary of significant fraud and irregularity investigations carried out 
during the year and anti-fraud arrangements. 

 

The extent to which our work has been affected by changes to audit 
plans has been minimal and any changes are shown in Appendix 1.   

However, as mentioned, completion of work has been delayed. The 
overall audit assurance will have to be considered in light of this 
position. 

  

all audits completed during 2022/23, including 
those audits carried forward from 2021/22;

any follow up action taken in respect of audits 
from previous periods;

any significant recommendations not accepted 
by management and the consequent risks;

the quality of internal audit’s performance;

the proportion of the Council’s audit need that 
has been covered to date;

the extent to which resource constraints may 
limit this ability to meet the full audit needs of 
the Council;

any limitations that may have been placed on 
the scope of internal audit.

In assessing the level of assurance to be given the following have 
been taken into account: 
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Appendix 6 – Performance Indicators  
 
There are no national Performance Indicators in existence for Internal Audit, but the Partnership does monitor the following Local Performance Indicators LPI’s: 

 

Local Performance Indicator (LPI) 
 
2020/21 

 
2020/21 

 
2021/22 

 
2021/22 

 
2022/23 

 
2022/23 

 Target Actual Target Actual Full Year 
Target 

Six Month 
Actual 

Percentage of Audit plan Commenced (Inc. Schools) 100% 100% 100% 100% 100% 69% 

Percentage of Audit plan Completed (Inc. Schools) 93% 95% 93% 83% 93% 35% 

Actual Audit Days as percentage of planned (Inc. Schools) 95% 108% 95% 86% 95% 47% 

Percentage of fundamental / material systems reviewed annually 100% 100% 100% 100% 100% 100% 

Customer Satisfaction - % satisfied or very satisfied as per feedback forms 90% 96% 90% 97% 90% 98% 

Draft Reports produced within target number of days (currently 15 days) 90% 90% 90% 92% 90% 93% 

Final reports produced within target number of days (currently 10 days) 90% 100% 90% 98% 90% 100% 

 
Overall, performance against most indicators has been maintained, the exception to this being ‘Percentage of Audit plan completed’.  Departments have been 
less able to support the audit process due to the continued recovery from and ongoing impacts of Covid-19, and departmental higher priorities, resulting in 
delays in audit completion.  As expected, certain areas of the audit plan relate to project work, the completion of which is aligned to project timescales.  
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Appendix 7 - Customer Service Excellence  
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APPENDIX 8 – Adult Social Care Letter of Assurance 
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Devon Audit Partnership Confidentiality and Disclosure Clause 

The Devon Audit Partnership has been formed under a joint committee arrangement comprising of 
Plymouth, Torbay and Devon councils.  We aim to be recognised as a high quality internal audit service 
in the public sector.  We work with our partners by providing a professional internal audit service that 
will assist them in meeting their challenges, managing their risks and achieving their goals.  In carrying 
out our work we are required to comply with the Public Sector Internal Audit Standards along with other 
best practice and professional standards. 

The Partnership is committed to providing high quality, professional customer services to all; if you 
have any comments or suggestions on our service, processes or standards, the Head of Partnership 
would be pleased to receive them at tony.d.rose@devonaudit.gov.uk . 

This report is protectively marked in accordance with the National 
Protective Marking Scheme. It is accepted that issues raised may well 
need to be discussed with other officers within the Council, the report 
itself should only be copied/circulated/disclosed to anyone outside of 
the organisation in line with the organisation’s disclosure policies.  

This report is prepared for the organisation’s use.  We can take no 
responsibility to any third party for any reliance they might place upon it. 

P
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Meeting:  Audit Committee/Council   Date:  25 January 2023/7 March 2023 
 
Wards affected: All Wards in Torbay  
 
Report Title: Treasury Management Strategy 2023/24 including adoption of the CIPFA Code of 

Practice: Treasury Management in the Public Services 
 
Cabinet Member Contact Details:  Councillor Darren Cowell, Cabinet Member for Finance, 

Darren.Cowell@torbay.gov.uk  

Director/Assistant Director Contact Details:  Martin Phillips, Director of Finance, 

martin.phillips@torbay.gov.uk and Pete Truman, Principal Accountant, 

pete.truman@torbay.gov.uk  

 

1. Purpose of Report 

1.1 The Treasury Management Strategy at Appendix 2 to this report aims to support the 
provision of all Council services by the management of the Council’s cash flow, debt and 
investment operations in 2023/24 and effectively control the associated risks and the 
pursuit of optimum performance consistent with those risks. 

 

1.2 The views of the Audit Committee are sought ahead of the consideration of this Policy 

Framework document by the Council at its meeting on 2nd February 2023. 

 

1.3 Adoption of the CIPFA Code of Practice: Treasury Management in the Public Services: 

Following the updated CIPFA Code of Treasury Management Code of Practice (2021) and 

the updated CIPFA supporting Guidance Notes (2021) the Treasury Management Policy 

Statement and Practices (TMP’s) have been updated and are presented for re approval by 

Council as set out in Appendix 1. 

 

2. Reason for Proposal and its benefits 

2.1 The Treasury Management Strategy is considered under a requirement of the CIPFA Code 

of Practice on Treasury Management.  The Strategy has been fully updated for provisions 

in a revised edition of the Code released in December 2021 and the recommended policy 

statement and practices are presented at Appendix 1 for adoption by the Council. 
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2.2 The approval of an Annual Investment Strategy by Council is a requirement of statutory 

guidance on Local Government Investments issued by government in January 2018. This 

Strategy sets out the Council’s policies for managing its investments under the priorities of 

security first, liquidity second and then returns. 

 

2.3 In addition, the Treasury Management Strategy gives regard to the CIFPA Prudential Code 

and to set Prudential Indicators for the next three years to ensure that the Council’s capital 

investment plans are affordable, prudent and sustainable.   

 

3. Recommendation(s) / Proposed Decision 

 
That the Audit Committee recommends to Council: 
 
i. That the CIPFA Code of Practice: Treasury Management in the Public Services as set 

out in the Appendix 1 to the submitted report be adopted; and 
 

ii) that the: 
a) Treasury Management Strategy for 2023/24; 
b) the Prudential Indicators 2023/24; and  
c) the Annual Minimum Revenue Provision Policy Statement for 2023/24  
as set out in the Appendix 2 to the submitted report be approved. 

 

Appendices 

Appendix 1: Treasury Management Policy Statement and Practices 

Appendix 2:  Treasury Management Strategy 2023/24 
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Supporting Information 

 

1. Introduction 

1.1 The proposed Treasury Management Strategy for 2023/24 is set out at Appendix 2. 

 

1.2 CIPFA released an updated Code of Practice to cover all aspects of financial investments in 

December 2021. Local Authorities were permitted to delay full adoption of the new code 

until 2023/24. 

 

2. Options under consideration 

2.1 As set out in Appendix 2. 

 

3. Financial Opportunities and Implications 

3.1 As set out in Appendix 2. 

 

4. Legal Implications 

4.1 Treasury risk management at the Council is conducted within the framework of the Chartered 

Institute of Public Finance and Accountancy’s Treasury Management in the Public Services: 

Code of Practice 2021 Edition (the CIPFA Code) which requires full Council to approve a 

treasury management strategy before the start of each financial year. This report fulfils the 

Council’s legal obligation under the Local Government Act 2003 to have regard to the CIPFA 

Code. 

 

5. Engagement and Consultation 

5.1 Not applicable 
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6. Purchasing or Hiring of Goods and/or Services 

6.1 Not applicable 

 

7. Tackling Climate Change 

7.1 Not applicable 

 

8. Associated Risks 

8.1 Treasury Management associated risks are managed by compliance with the CIPFA code. 

 

9. Identify the potential positive and negative impacts on specific 

groups 

9.1  

 Positive Impact Negative Impact & 
Mitigating Actions 

Neutral Impact 

Older or younger people   X 

People with caring 
Responsibilities 

  
X 

People with a disability   X 

Women or men   X 

People who are black or 
from a minority ethnic 
background (BME) 
(Please note Gypsies / 
Roma are within this 
community) 

  

X 

Religion or belief 
(including lack of belief) 

  
X 

People who are lesbian, 
gay or bisexual 

  
X 

People who are 
transgendered 

  
X 
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People who are in a 
marriage or civil 
partnership 

  
X 

Women who are 
pregnant / on maternity 
leave 

  
X 

Socio-economic impacts 
(Including impact on 
child poverty issues and 
deprivation) 

  

X 

Public Health impacts 
(How will your proposal 
impact on the general 
health of the population 
of Torbay) 

  

X 

 

  

10. Cumulative Council Impact 

10.1 Not applicable  

 

11. Cumulative Community Impacts 

11.1 Not applicable 
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TREASURY MANAGEMENT POLICY STATEMENT 
 
 
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 Council, 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.” 
 

4. Non Treasury Investments are other investments that are undertaken for reasons 
other than treasury management activities. These include Investment Properties, 
Loans and Guarantees.  
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TREASURY MANAGEMENT PRACTICES  

TMP1 Risk Management 

 

The Council regards a key objective of its treasury management and other investment 

activities to be the security of the principal sums it invests. Accordingly, it will ensure that 

robust due diligence procedures covering all external investment including investment 

properties. 

The Chief Finance Officer will design, implement and monitor all arrangements for the 

identification, management and control of treasury management risk, will report at least 

annually on the adequacy/suitability thereof, and will report, as a matter of urgency, the 

circumstances of any actual or likely difficulty in achieving the organisation’s objectives in this 

respect, all in accordance with the procedures set out in TMP6 Reporting Requirements and 

Management Information Arrangements.  

In respect of each of the following risks, the arrangements which seek to ensure compliance 

with these objectives are set out in the schedule to this document. 

  

1.1 Credit and Counterparty Risk Management 

The risk of failure by a counterparty to meet its contractual obligations to the organisation 

under an investment, borrowing, capital project or partnership financing, particularly as a 

result of the counterparty’s diminished creditworthiness, and the resulting detrimental 

effect on the organisation’s capital or current (revenue) resources. 

This Council regards a key objective of its treasury management activities to be the 

security of the principal sums it invests. Accordingly, it will ensure that its counterparty 

lists and limits reflect a prudent attitude towards organisations with whom funds may be 

deposited, and will limit its investment activities to the instruments, methods and 

techniques referred to in TMP4 Approved Instruments Methods and Techniques and 

listed in the schedule to this document. It also recognises the need to have, and will 

therefore maintain, a formal counterparty policy in respect of those organisations from 

which it may borrow, or with whom it may enter into other financing or derivative 

arrangements. 

 

1.2 Liquidity Risk Management 

This is the risk that cash will not be available when it is needed, that ineffective 

management of liquidity creates additional unbudgeted costs, and that the organisation’s 

business/service objectives will be thereby compromised. 

The Council will ensure it has adequate though not excessive cash resources, borrowing 

arrangements, overdraft or standby facilities to enable it at all times to have the level of 

funds available to it which are necessary for the achievement of its business/service 

objectives.  

The Council will only borrow in advance of need where there is a clear business case for 

doing so and will only do so for the current capital programme or to finance future debt 

maturities. 
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1.3 Interest Rate Risk Management 

The risk that fluctuations in the levels of interest rates create an unexpected or unbudgeted 

burden on the organisation’s finances, against which the organisation has failed to protect 

itself adequately. 

The Council will manage its exposure to fluctuations in interest rates with a view to 

containing its interest costs, or securing its interest revenues, in accordance with the 

amounts provided in its budgetary arrangements as amended in accordance with TMP6 

Reporting requirements and management information arrangements. 

It will achieve this by the prudent use of its approved financing and investment instruments, 

methods and techniques, primarily to create stability and certainty of costs and revenues, 

but at the same time retaining a sufficient degree of flexibility to take advantage of 

unexpected, potentially advantageous changes in the level or structure of interest rates. 

This should be the subject to the consideration and, if required, approval of any policy or 

budgetary implications. 

It will ensure that any hedging tools such as derivatives are only used for the management 

of risk and the prudent management of financial affairs and that the policy for the use of 

derivatives is clearly detailed in the annual strategy. 

 

1.4 Exchange Rate Risk Management 

The risk that fluctuations in foreign exchange rates create an unexpected or unbudgeted 

burden on the organisation’s finances, against which the Council has failed to protect itself 

adequately. 

It will manage its exposure to fluctuations in exchange rates so as to minimise any 

detrimental impact on its budgeted income/expenditure levels. 

 

1.5 Inflation Risk 

Inflation risk, also known as purchasing power risk, is the chance that the cash flows from 

an investment won’t be worth as much in the future because of changes in purchasing 

power due to inflation 

The Council will keep under review the sensitivity of its treasury and liabilities to inflation 

and will seek to manage the risk accordingly in the context of the whole of the Council’s 

inflation exposure. 

 

1.6 Refinancing Risk Management 

The risk that maturing borrowings, capital, project or partnership financings cannot be 

refinanced on terms that reflect the provisions made by the organisation for those 

refinancing, both capital and current (revenue), and/or that the terms are inconsistent with 

prevailing market conditions at the time. 

The Council will ensure that its borrowing, private financing and partnership arrangements 

are negotiated, structured and documented, and the maturity profile of the monies so 

raised is managed, with a view to obtaining offer terms for renewal or refinancing, if 

required, which are competitive and as favourable to the Council as can reasonably be 

achieved in the light of market conditions prevailing at the time. 
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It will actively manage its relationships with its counterparties in these transactions in such 

a manner as to secure this objective, and will avoid overreliance on any one source of 

funding if this might jeopardise achievement of the above. 

 

1.7 Legal and Regulatory Risk Management 

The risk that the organisation itself, or an organisation with which it is dealing in its treasury 

management activities, fails to act in accordance with its legal powers or regulatory 

requirements, and that the organisation suffers losses accordingly. 

This organisation will ensure that all of its treasury management activities comply with its 

statutory powers and regulatory requirements. It will demonstrate such compliance, if 

required to do so, to all parties with whom it deals in such activities. In framing its credit 

and counterparty policy under TMP1[1] credit and counterparty risk management, it will 

ensure that there is evidence of counterparties’ powers, authority and compliance in 

respect of the transactions they may effect with the organisation, particularly with regard 

to duty of care and fees charged. 

The Council recognises that future legislative or regulatory changes may impact on its 

treasury management activities and, so far as it is reasonably able to do so, will seek to 

minimise the risk of these impacting adversely on the organisation. 

 

1.8 Fraud, Error and Corruption, and Contingency Management 

The risk that an organisation fails to identify the circumstances in which it may be exposed 

to the risk of loss through fraud, error, corruption or other eventualities in its treasury 

management dealings, and fails to employ suitable systems and procedures and maintain 

effective contingency management arrangements to these ends. It includes the area of 

risk commonly referred to as operational risk. 

The Council will ensure that it has identified the circumstances which may expose it to the 

risk of loss through fraud, error, corruption or other eventualities in its treasury 

management dealings. Accordingly, it will employ suitable systems and procedures, and 

will maintain effective contingency management arrangements, to these ends. 

 

 

1.9 Price Risk Management 

The risk that, through adverse market fluctuations in the value of the principal sums an 

organisation borrows and invests, its stated treasury management policies and objectives 

are compromised, against which effects it has failed to protect itself adequately. 

The Council will seek to ensure that its stated treasury management policies and 

objectives will not be compromised by adverse market fluctuations in the value of the 

principal sums it invests, and will accordingly seek to protect itself from the effects of such 

fluctuations. 
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TMP 2 Performance Measurement 

 

The Council is committed to the pursuit of value for money in its treasury management 

activities and to the use of performance methodology in support of that aim, within the 

framework set out in its treasury management policy statement. 

Accordingly, the treasury management function will be the subject of ongoing analysis of the 

value it adds in support of the Council’s stated business or service objectives. It will be the 

subject of regular examination of alternative methods of service delivery, of the availability of 

fiscal or other grant or subsidy incentives, and of the scope for other potential improvements. 

The performance of the treasury management function will be measured using the criteria set 

out in the schedule to this document. 
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TMP 3 Decision Making and Analysis 
 

The Council will maintain full records of its treasury management decisions, and of the 

processes and practices applied in reaching those decisions, both for the purposes of learning 

from the past and for demonstrating that reasonable steps were taken to ensure all issues 

relevant to those decisions were taken into account at the time. The issues to be addressed 

and processes and practices to be pursued in reaching decisions are detailed in the schedule 

to this document. 
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TMP 4 Approved Instruments, Methods and 
Techniques 
The Council will undertake its treasury management activities by employing only those 

instruments, methods and techniques detailed in the schedule to this document, and within 

the limits and parameters defined and parameters defined in TMP1 Risk Management 

Where the Council intends to use derivative instruments for the management of risks, these 

will be limited to those set out in its annual treasury strategy. The Council will seek proper 

advice and will consider that advice when entering into arrangements to use such products to 

ensure that it fully understands those products. 

The Council has reviewed its classification with financial institutions under MIFID II and has 

set out in the schedule to this document those organisations with which it is registered as a 

professional client and those with which it has an application outstanding to register as a 

professional client. 
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TMP 5  Organisation, Clarity and Segregation of 

Responsibilities, and Dealing Arrangements 

The Council considers it essential, for the purposes of the effective control and monitoring of 

its treasury management activities, for the reduction of the risk of fraud or error, and for the 

pursuit of optimum performance, that these activities are structured and managed in a fully 

integrated manner, and that there is at all times a clarity of treasury management 

responsibilities. 

The principle on which this will be based is a clear distinction between those charged with 

setting treasury management policies and those charged with implementing and controlling 

these policies, particularly with regard to the execution and transmission of funds, the 

recording and administering of treasury management decisions, and the audit and review of 

the treasury management function. 

If and when the Council intends, as a result of lack of resources or other circumstances, to 

depart from these principles, the Chief Finance Officer will ensure that the reasons are 

properly reported in accordance with TMP6 Reporting requirements and management 

information arrangements, and the implications properly considered and evaluated. 

The Chief Finance Officer will ensure that there are clear written statements of the 

responsibilities for each post engaged in treasury management, and the arrangements for 

absence cover. The Chief Finance Officer will also ensure that at all times those engaged in 

treasury management will follow the policies and procedures set out. The present 

arrangements are detailed in the schedule to this document. 

The Chief Finance Officer will ensure there is proper documentation for all deals and 

transactions, and that procedures exist for the effective transmission of funds. The present 

arrangements are detailed in the schedule to this document. 

The delegations to the Chief Finance Officer in respect of treasury management are set out 

in the schedule to this document. The Chief finance Officer will fulfill all such responsibilities 

in accordance with the Council’s policy statement and TMPs and, if a CIPFA member, the 

Standard of Professional Practice on Treasury Management. 
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TMP 6  Reporting Requirements and Management  

Information Arrangements 

 

The Council will ensure that regular reports are prepared and considered on the 

implementation of its treasury management policies; on the effects of decisions taken and 

transactions executed in pursuit of those policies; on the implications of changes, particularly 

budgetary, resulting from regulatory, economic, market or other factors affecting its treasury 

management activities; and on the performance of the treasury management function. 

 

As a minimum: 

 Full Council will receive: 

 an annual report on the strategy and plan to be pursued in the coming year 

 a mid-year review 

 an annual report on the performance of the treasury management function, on the            
effects of the decisions taken and the transactions executed in the past year, and 
on any circumstances of non-compliance with the Council’s treasury management 
policy statement and TMPs. 

 

 The Audit Committee will receive regular monitoring reports on treasury management 

activities and risks. 

 The Audit Committee will have responsibility for the scrutiny of treasury management 

policies and practices. 

 Local authorities should report the treasury management indicators as detailed in 

their sector-specific guidance notes. 

 

The present arrangements and the form of these reports are detailed in the schedule to this 

document. 
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TMP 7  Budgeting, Accounting and Audit 

Arrangements 

The Chief Finance Officer will prepare, and the Council will approve and, if necessary, from 

time to time will amend, an annual budget for treasury management, which will bring 

together all of the costs involved in running the treasury management function, together with 

associated income. The matters to be included in the budget will at minimum be those 

required by statute or regulation, together with such information as will demonstrate 

compliance with TMP1 Risk management, TMP2 Performance measurement, and TMP4 

Approved instruments, methods and techniques. The Chief Finance Officer will exercise 

effective controls over this budget, and will report upon and recommend any changes 

required in accordance with TMP6 Reporting requirements and management information 

arrangements. 

The Council will account for its treasury management activities, for decisions made and 

transactions executed, in accordance with appropriate accounting practices and standards, 

and with statutory and regulatory requirements in force for the time being. 
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TMP 8 Cash and Cash Flow Management 

Unless statutory or regulatory requirements demand otherwise, all monies in the hands of 

the Council will be under the control of the Chief Finance Officer, and will be aggregated for 

cash flow and investment management purposes. Cash flow projections will be prepared on 

a regular and timely basis, and the Chief Finance Officer will ensure that these are adequate 

for the purposes of monitoring compliance with TMP1[2] liquidity risk management. The 

present arrangements for preparing cash flow projections, and their form, are set out in the 

schedule to this document. 
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TMP 9 Money Laundering 

The Council is alert to the possibility that it may become the subject of an attempt to involve 

it in a transaction involving the laundering of money. Accordingly, it will maintain procedures 

for verifying and recording the identity of counterparties and reporting suspicions, and will 

ensure that staff involved in this are properly trained. The present arrangements, including 

the name of the officer to whom reports should be made, are detailed in the schedule to this 

document. 
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TMP 10 Training and Qualifications 

The Council recognises the importance of ensuring that all staff involved in the treasury 

management function are fully equipped to undertake the duties and responsibilities 

allocated to them. It will therefore seek to appoint individuals who are both capable and 

experienced and will provide training for staff to enable them to acquire and maintain an 

appropriate level of expertise, knowledge and skills. The Chief Finance Officer will 

recommend and implement the necessary arrangements. 

The Chief Finance Officer will ensure that Council members tasked with treasury 

management responsibilities, including those responsible for scrutiny, have access to 

training relevant to their needs and those responsibilities. 

Those charged with governance recognise their individual responsibility to ensure that they 

have the necessary skills to complete their role effectively. 

The present arrangements are detailed in the schedule to this document. 
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TMP 11 Use of External Service Providers 

The Council recognises that responsibility for treasury management decisions remains with 

the organisation at all times. It recognises that there may be potential value in employing 

external providers of treasury management services, in order to acquire access to specialist 

skills and resources. When it employs such service providers, it will ensure it does so for 

reasons which have been submitted to a full evaluation of the costs and benefits. It will also 

ensure that the terms of their appointment and the methods by which their value will be 

assessed are properly agreed and documented, and subjected to regular review. And it will 

ensure, where feasible and necessary, that a spread of service providers is used, to avoid 

overreliance on one or a small number of companies. Where services are subject to formal 

tender or re-tender arrangements, legislative requirements will always be observed. The 

monitoring of such arrangements rests with the Chief Finance Officer, and details of the 

current arrangements are set out in the schedule to this document. 
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TMP 12 Corporate Governance 

The Council is committed to the pursuit of proper corporate governance throughout its 

businesses and services, and to establishing the principles and practices by which this can 

be achieved. Accordingly, the treasury management function and its activities will be 

undertaken with openness and transparency, honesty, integrity and accountability. 

 

The Council has adopted and has implemented the key principles of the Code. This, 

together with the other arrangements detailed in the schedule to this document, is 

considered vital to the achievement of proper corporate governance in treasury 

management, and the Chief Finance Officer will monitor and, if and when necessary, report 

upon the effectiveness of these arrangements. 
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TMP 13 Non Treasury Investments 

Risk Management: 

Linked to principles in TMP1, the Council regards a key objective of its non-treasury 

investments to be the security of the principal sums it invests. Accordingly, it will ensure that 

robust due diligence procedures covering all non-treasury investment including investment 

properties. 

The Chief Finance Officer will design, implement and monitor all arrangements for the 

identification, management and control of non-treasury investments, will report at least 

annually on the adequacy/suitability thereof, and will report, as a matter of urgency, the 

circumstances of any actual or likely difficulty in achieving the organisation’s objectives in this 

respect, all in accordance with the procedures set out in TMP6 Reporting Requirements and 

Management Information Arrangements.  

The risks, and proportionality of, associated with the level of borrowing, ongoing costs and 

ongoing income are reflected as part of the council’s Capital Strategy. For Investment 

Properties the risks are identified in reporting to the Investment and Regeneration 

Committee. 

Performance and Management 

Linked to principles in TMP2, the strategic management and reporting of Investment 

Properties performance is the responsibly of the Director of Place with support from the 

Head of Finance. A Project Board for the Management of Investment properties will meet on 

a quarterly basis to review performance. 

The operational management of these properties is sourced by the Council, primarily from 

the TDA. 

The monitoring of the performance of loans and guarantees will be undertaken by the Head 

of Finance. 

Decision Making, Governance and organisation 

Linked to the principles in TMP5, for Investment Properties the approval to purchase are 

taken by the Investment and Regeneration Committee in line with the approved Investment 

and Regeneration Strategy. If decision outside the Strategy parameters this will be a Council 

approval. 

Loans and Guarantees are approved by Council, subject to the officer scheme of delegation. 

Reporting and Management Information 

Linked to the principles in TMP6, for Investment Properties the risks are assessed in 

reporting to the Investment and Regeneration Committee and to Council in the Capital 

Strategy. 

Loans and Guarantees are to be included in TM reporting to Audit Committee 

Training and Qualifications (linked to the principles in TMP10) 

The Council sources appropriate expertise from, primarily, the TDA and external advisors as 

required.  

A list of the qualifications and relevant training by members of both the Audit Committee and 

Investment and Regeneration Committee will be maintained. 
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This document can be made available in other languages and formats. 

For more information please contact financial.services@torbay.gov.uk 
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1 Introduction 

Treasury management is the management of the Council’s cash flows, borrowing and 

investments, and the associated risks. The Council borrows and invests substantial sums of 

money and is therefore exposed to financial risks including the loss of invested funds and the 

revenue effect of changing interest rates.  The successful identification, monitoring and control of 

financial risk are therefore central to the Council’s prudent financial management.  

Treasury risk management at the Council is conducted within the framework of the Chartered 

Institute of Public Finance and Accountancy’s Treasury Management in the Public Services: Code 

of Practice 2021 Edition (the CIPFA Code) which requires full Council to approve a treasury 

management strategy before the start of each financial year. This report fulfils the Council’s legal 

obligation under the Local Government Act 2003 to have regard to the CIPFA Code and the 

strategy also has regard to guidance within the CIPFA Prudential Code for Capital Finance in 

Local Authorities 2021 Edition. 

The Strategy for 2023/24 covers: 

 Capital expenditure and prudential indicators 
 the minimum revenue provision (MRP) policy 
 prospects for interest rates; 
 the borrowing strategy; 
 the investment strategy; 
 treasury indicators which limit the treasury risk and activities of the Council 
 policy on use of external service providers; 
 reporting arrangements and management evaluation 
 other matters 
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2 Capital Expenditure and Prudential Indicators 

The Council’s capital expenditure plans are a key driver of treasury management activity.  The 

output of the capital expenditure plans is reflected in the prudential indicators below, which are 

designed to assist Members’ overview and confirm capital expenditure plans. 

Capital Expenditure and Financing 

Capital expenditure is where the Council spends money on assets, such as property or vehicles, 

which will be used for more than one year. In local government this includes spending on assets 

owned by other bodies, and loans and grants to other bodies enabling them to buy assets. 

In 2023/24, the Council is planning capital expenditure of £110m as summarised below (figures 

based on capital plan estimates as at December 2022 and prior to completion of the quarter 3 

22/23 capital monitoring update). However, significant revision of these numbers cannot be ruled 

out given pressures on scheme budgets and their impact on spend profiles. 

Table 1: Prudential Indicator: Estimates of Capital Expenditure in £ millions 

£M 

2021/22 

actual 

2022/23 

forecast 

2023/24 

budget 

2024/25 

budget 

2025/26 

budget 

General Fund 

services 

27 39 110 130 1 

 

All capital expenditure must be financed, either from external sources (government grants and 

other contributions), the Council’s own resources (revenue, reserves and capital receipts) or debt 

(borrowing, leasing and Private Finance Initiative). The planned financing of the above expenditure 

is as follows: 

Table 2: Capital financing in £ millions 

£m 

2021/22 

actual 

2022/23 

forecast 

2023/24 

budget 

2024/25 

budget 

2025/26 

budget 

External sources 15 20 60 6 0 

Own resources 2 1 2 6 0 

Debt 10 18 48 118 1 

TOTAL 27 39 110 130 1 

 

Debt is only a temporary source of finance, since loans and leases must be repaid, and this is 

therefore replaced over time by other financing, usually from revenue which is known as minimum 
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revenue provision (MRP). Alternatively, proceeds from selling capital assets (known as capital 

receipts) may be used to replace debt finance. Planned MRP is set out in Table 3: 

 

Table 3: MRP for financing debt on maturity in £ millions 

 2021/22 

actual 

2022/23 

forecast 

2023/24 

budget 

2024/25 

estimate 

2025/26 

estimate 

MRP 8 8 8 10 14 

 

The Council’s full policy on Minimum Revenue Provision is set out at Appendix 1 

Affordable borrowing limit: The Council is legally obliged to set an affordable borrowing limit (also 

termed the authorised limit for external debt) each year. In line with statutory guidance, a lower 

“operational boundary” is also set as a warning level should debt approach the limit. 

Table 4: Prudential Indicators: Authorised limit and operational boundary for external debt in £m 

 2022/23 

limit 

2023/24 

limit 

2024/25 

limit 

2025/26 

limit 

Authorised limit – borrowing 

Authorised limit – PFI and leases 

Authorised limit – total external debt 

620 

20 

640 

600 

20 

620 

600 

20 

620 

600 

20 

620 

Operational boundary – borrowing 

Operational boundary – PFI and leases 

Operational boundary – total external 

debt 

530 

20 

550 

500 

20 

520 

580 

20 

600 

580 

20 

600 

 

 

Revenue Budget Implications 

Although capital expenditure is not charged directly to the revenue budget, interest payable on 

loans and MRP are charged to revenue, offset by any investment income receivable. The net 

annual charge is known as financing costs; this is compared to the net revenue stream i.e. the 

amount funded from Council Tax, business rates and general government grants. 
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Table 5: Prudential Indicator: Proportion of financing costs to net revenue stream 

 
2021/22 

actual 

2022/23 

forecast 

2023/24 

budget 

2024/25 

estimate 

2025/26 

estimate 

Net Revenue Stream £116m £120m £131m £135m £140m 

Financing costs (£m) £18m £19m £20m £21m £21m 

Proportion of net revenue 

stream 
16% 16% 15% 16% 15% 

Financing costs excludes income 

from Investment Property portfolio 

which is included within the Net 

Revenue Stream. 

 

£(13)m £(13)m £(13)m £(13)m £(13)m 

Percentage of Financing Costs to 

Net Revenue Stream including 

Investment Property Gross Rental 

Income 

4% 5% 5% 6% 6% 
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3 Local Context 

On 30th November 2022 the Council held £386m of borrowing and £113m of treasury investments.  

Forecast changes in these sums are shown in the balance sheet analysis in table 6 below. 

Table 6: Balance sheet summary and forecast 

* PFI liabilities that form part of the Council’s total debt 

** shows only loans to which the Council is committed and excludes optional refinancing 

 

The underlying need to borrow for capital purposes is measured by the Capital Financing 

Requirement (CFR), while balance sheet resources are the underlying sums available for 

investment.  The Council’s current strategy is to apply its cash resources in place of external 

borrowing in the short term, i.e. internal borrowing.  

The Council has an increasing CFR due to the capital programme and therefore could borrow a 

maximum of £187m over the forecast period (the internal borrowing total). If the council's cash 

backed resources of reserves and working capital are used in the short term to delay the need to 

borrow the minimum the council would need to borrow is £112m. (the new borrowing total). Care 

will need to be taken in the use of cash balances in the short term to fund long term borrowing. 

It should be noted that these borrowing forecasts are based on the current approved capital 

plan. The actual level of borrowing required will depend on three key issues: 

 

31.3.22 

Actual 

£m 

31.3.23 

Estimate 

£m 

31.3.24 

Forecast 

£m 

31.3.25 

Forecast 

£m 

31.3.26 

Forecast 

£m 

Capital Financing 

Requirement 
422 432 471 580 567 

Less: Other debt liabilities *  (16) (15) (14) (13) (12) 

Loans CFR  406 417 457 567 555 

Less: External borrowing ** (389) (385) (378) (374) (368) 

Internal borrowing 17 32 79 193 187 

Less: Usable reserves (75) (60) (55) (50) (45) 

Less: Other Balance Sheet 

items/Working capital 
(41) (30) (30) (30) (30) 

(Treasury 

investments)/New 

borrowing 

(116) (58) (6) 113 112 
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- the deliverability and affordability of the current plan in respect of both increased 

 borrowing and construction costs. 

- the allocation of the approved totals (approx. £100m) for regeneration and housing  to 

specific schemes 

- any new schemes funded from borrowing approved by Council 

CIPFA’s Prudential Code for Capital Finance in Local Authorities recommends that the Council’s 

total debt should be lower than its highest forecast CFR over the next three years.  Table 6 shows 

that the Council expects to comply with this recommendation during 2032/24.   

Liability benchmark: To compare the Council’s actual borrowing against an alternative strategy, 

The updated Code requires a “liability benchmark” to be calculated showing the lowest risk level of 

borrowing. This rassumes the same forecasts as table 1 above, but that cash and investment 

balances are kept to a minimum level of £10m at each year-end to maintain sufficient liquidity but 

minimise credit risk. 

The liability benchmark is an important tool to help establish whether the Council is likely to be a 

long-term borrower or long-term investor in the future, and so shape its strategic focus and decision 

making. The liability benchmark itself represents an estimate of the cumulative amount of external 

borrowing the Council must hold to fund its current capital and revenue plans while keeping treasury 

investments at the minimum level required to manage day-to-day cash flow. 

However, care will need to be taken in the use of cash balances at a point in time to fund a long-

term borrowing requirement as this could result in risks around higher debt costs when borrowing is 

required.  

Table 7: Prudential Indicator - Liability benchmark 

 

 

 

 

 

 

 

 

 

 

 

The forecasts in table 2 above, are demonstrated in the chart below together with the maturity 

profile of the Authority’s existing borrowing: 

 

31.3.22 

Actual 

£m 

31.3.23 

Estimate 

£m 

31.3.24 

Forecast 

£m 

31.3.25 

Forecast 

£m 

31.3.26 

Forecast 

£m 

Loans CFR  406 417 457 567 555 

Less: Usable reserves (75) (60) (55) (50) (45) 

Less: Other Balance Sheet 

items/Working capital 
(58) (30) (30) (30) (30) 

Plus: Minimum liquid 

investments 
10 10 10 10 10 

Liability Benchmark 283 347 382 497 490 
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4 Economic and Interest Rate Forecast 
 

The Council’s advisors, Arlingclose Ltd has provided an economic commentary (updated for 

November 2022) available at Appendix 2 together with their interest rate forecasts for future years 

as set out in table 8 below: 

Table 8: Arlingclose Ltd interest rates forecast 

 

Note: The Council will borrow at PWLB certainty rate which is the relevant gilt yield + 0.80% 
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 The MPC remains concerned about inflation but sees the path for Bank Rate to be below that 

priced into markets. 

 Following the exceptional 75bp rise in November, Arlingclose believes the MPC will slow the 

rate of increase at the next few meetings. Arlingclose now expects Bank Rate to peak at 

4.25%, with a further 50bp rise in December and smaller rises in 2023.  

 The UK economy likely entered into recession in Q3, which will continue for some time. Once 
inflation has fallen from the peak, the MPC will cut Bank Rate. 

• Arlingclose expects gilt yields to remain broadly steady despite the MPC’s attempt to push 

down on interest rate expectations. Without a weakening in the inflation outlook, investors 

will price in higher inflation expectations given signs of a softer monetary policy stance. 

 Gilt yields face pressures to both sides from hawkish US/EZ central bank policy on one hand 
to the weak global economic outlook on the other. BoE bond sales will maintain yields at a 
higher level than would otherwise be the case. 

 

5 Borrowing Strategy 
 

The Council currently holds £386 million of loans, a decrease of £3 million on the previous year, as 

part of its strategy for funding previous years’ capital programmes. The balance sheet forecast in 

table 6 shows that the Council expects to borrow up a minimum of £112million (maximum £187m) 

over the next three years. The Council may also borrow additional sums to pre-fund future years’ 

requirements, providing this does not exceed the authorised limit for borrowing of £600 million. 

Objectives: The Council’s chief objective when borrowing money is to strike an appropriately low 

risk balance between securing low interest costs and achieving certainty of those costs over the 

period for which funds are required.  The flexibility to renegotiate loans should the Council’s long-

term plans change is a secondary objective. 

Strategy: the Council’s borrowing strategy continues to address the key issue of affordability without 

compromising the longer-term stability of the debt portfolio.  

By doing so, the Council is able to reduce net borrowing costs and reduce overall treasury risk. The 

benefits of internal borrowing will be monitored regularly against the potential for incurring additional 

costs by deferring borrowing into future years when long-term borrowing rates are forecast to rise 

modestly. Assistance will be sought from Arlingclose Ltd with this ‘cost of carry’ and breakeven 

analysis; its output may determine whether the Council borrows additional sums at long-term fixed 

rates in 2023/24 with a view to keeping future interest costs low, even if this causes additional cost 

in the short-term. 

For external borrowing requirements over and above internal borrowing capacity, the Council will 

look to the PWLB to secure long-term funding of projects. (The Council has previously raised the 
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majority of its long-term borrowing from the PWLB, however alternative options including the 

Infrastructure Bank will be considered). This approach may also be combined with short- term 

borrowing to augment the affordability criteria 

PWLB loans are no longer available to local authorities planning to buy investment assets primarily 

for yield; the Council intends to avoid this activity in order to retain its access to PWLB loans. In 

addition to the HM Treasury rules in relation to PWLB loans, CIPFA has issued a statement that 

requires those principles be applied to all forms of borrowing. 

The budget for payment of interest on debt for 2023/24 has been based on an assumed £386m of 

“historic” borrowing as at 31/03/23 with an overall borrowing rate of 2.98% (2.98% in 2022/23). A 

contingency for new borrowing assumes a rate of 4.50%. As the Council's current debt is on fixed 

rates with a flat maturity profile the council is not exposed to a refinancing risk of higher costs. 

Sources of borrowing: The approved sources of long-term and short-term borrowing are: 

• HM Treasury’s PWLB lending facility (formerly the Public Works Loan Board) 
• any institution approved for investments (see below) 
• any other bank or building society authorised to operate in the UK 
• any other UK public sector body 
• UK public and private sector pension funds (except Peninsula Pension Fund) 
• capital market bond investors 
• UK Municipal Bonds Agency plc and other special purpose companies created to enable local 

authority bond issues 
• Municipal Investments using loans and bonds 
• “Green” bonds (loans to Council) 
• UK Infrastructure Bank 

 
Other sources of debt finance: In addition, capital finance may be raised by the following methods 

that are not borrowing, but may be classed as other debt liabilities: 

• leasing 
• hire purchase 
• Private Finance Initiative  
• sale and leaseback 

Municipal Bonds Agency: UK Municipal Bonds Agency plc was established in 2014 by the Local 

Government Association as an alternative to the PWLB.  It issues bonds on the capital markets and 

lend the proceeds to local authorities.  This is a more complicated source of finance than the PWLB 

for two reasons: borrowing authorities will be required to provide bond investors with a guarantee to 

refund their investment in the event that the agency is unable to for any reason; and there will be a 

lead time of several months between committing to borrow and knowing the interest rate payable. 

There has been very limited issue by the Agency to date and new issues  

Market and Institutional Borrowing: These instruments can result in lower rates than PWLB and 

can be traded ahead of cash need but involve significant resource (and cost) to negotiate and 

market. 

UK Infrastructure Bank: Set up in 2021 and wholly owned by HM Treasury, the Infrastructure Bank 

will lend to local authorities at 20 basis points below PWLB for infrastructure projects which align Page 82
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with the government’s Net Zero objectives or projects that encourage regional and local economic 

growth. Approvals will be subject to the Bank’s confirmation that a local authority’s business plan is 

sound and that it has demonstrated the ability to repay the loan. 

The borrowing strategy will be highly influenced by volatility in the Capital Plan arising from 

inflationary and supply pressures. In view of this the PWLB is likely to remain the most favourable 

and cost-effective source of borrowing to ensure funding can be committed when certainty of spend 

is guaranteed.  

Short-term and variable rate loans: These loans leave the Council exposed to the risk of short-

term interest rate rises and are therefore subject to the interest rate exposure limits below in section 

7 Treasury Management Indicators. 

Debt rescheduling: The PWLB allows authorities to repay loans before maturity and either pay a 

premium or receive a discount according to a set formula based on current interest rates. Other 

lenders may also be prepared to negotiate premature redemption terms. The Chief Finance Officer 

may take advantage of this and replace some loans with new loans, or repay loans without 

replacement, where this is expected to lead to an overall cost saving or a reduction in risk. The 

recent rise in interest rates means that more favourable debt rescheduling opportunities should arise 

than in previous years. However, as the council has a forecast borrowing requirement the council is 

unlikely repay “cheaper” debt when it will need to refinance at a higher rate. 
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6 Investment Strategy 

The Council holds significant invested funds, representing income received in advance of 

expenditure plus balances and reserves held. During the year the Council’s investment balance has 

ranged from £110 million to around £132 million, and material levels are expected to be maintained 

in the forthcoming year. 

Objectives: The CIPFA Code requires the Council to invest its funds prudently, and to have regard 

to the security and liquidity of its investments before seeking the highest rate of return, or yield. The 

Council’s objective when investing money is to strike an appropriate balance between risk and 

return, minimising the risk of incurring losses from defaults and the risk of receiving unsuitably low 

investment income. Where balances are expected to be invested for more than one year, the Council 

will aim to achieve a total return that is equal or higher than the prevailing rate of inflation, in order 

to maintain the spending power of the sum invested. The Authority aims to be a responsible investor 

and will consider environmental, social and governance (ESG) issues when investing. 

Strategy: As demonstrated by the liability benchmark above, the Authority expects to be a long-

term borrower and new treasury investments will therefore be made primarily to manage day-to-day 

cash flows using short-term low risk instruments. The existing portfolio of strategic pooled funds will 

be maintained to diversify risk into different sectors and boost investment income.  

The CIPFA Code does not permit local authorities to both borrow and invest long-term for cash flow 

management. But the Authority may make long-term investments for treasury risk management 

purposes, including to manage interest rate risk by investing sums borrowed in advance for the 

capital programme for up to three years; to manage inflation risk by investing usable reserves in 

instruments whose value rises with inflation; and to manage price risk by adding diversification to 

the strategic pooled fund portfolio. 

The policy for counterparty selection and investment limits is presented at Appendix 3. 

Non-Financial Investments Strategy 

The MHCLG and CIPFA have extended the meaning of ‘investments’ to include both financial and 

non-financial investments. 

The previous sections relate solely to treasury management “cash” investments and the current 

schedule of non-financial investments is detailed at Appendix 4. All decisions have followed 

appropriate risk management framework and strategy for non-financial investments approved by 

Council in February 2019. 

Any involvement by the Council in community investment schemes such as Credit Unions and 

Mutual Banks would fall into this category and would not be managed within the treasury 

management policies. 

Guidance within the Prudential Code states that, “councils with existing commercial investments 

are not required by this Code to sell these investments……however councils that have an 

expected need to borrow should review options for exiting their financial investments for 

commercial purposes and summarise the review in their annual treasury management strategy. 
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These reviews should evaluate whether to take expected borrowing needs by taking new 

borrowing or repaying investments based on a financial appraisal that takes into account of 

financial implications and risk reduction benefits” 

This strategy document indicates no requirement for new borrowing in 2023/24, however a review 
framework is set out in Appendix 5. The Council’s holding in a pooled property fund is not 
considered within this review as it forms part of a balanced cash investment portfolio.  
 
The Council’s investment properties are diversified over several sectors and are budgeted in 

2023/24 to produce a net surplus, after borrowing costs and reserve provision, of £4.1m. If any of 

these assets are sold, the council will have to  

- fund the revenue shortfall resulting from no rent now being received. 

- apply the capital receipt from the asset sale to another project to either avoid borrowing 

costs on that project or to reinvest in a project that generates an income stream to 

replace the revenue shortfall, subject to the new project not being primarily for yield. 

- Or apply the capital receipt to repay borrowing subject to any early repayment penalties. 

- apply the existing ongoing borrowing costs of the asset now sold to another project, 

where the income from the new project will be able to cover the borrowing costs 

- all the above will need to be in pace ideally from date of sale to avoid any ongoing cost 

of carry of both the old debt and ongoing revenue shortfall. 

 

Environmental, Social and Governance (ESG) Investments 

Environmental, social and governance (ESG) considerations are increasingly a factor in global 
investors’ decision making, but the framework for evaluating investment opportunities is still 
developing and therefore the Council’s ESG considerations do not currently include ESG scoring 
or other real-time ESG criteria at an individual investment level. Officers will continue to monitor 
and evaluate ESG investment opportunities, and these may be incorporated into future investment 
strategies subject to yield and security. Given the limited range of counterparties the Council can 
use for its investments and that borrowing is mainly from the Government there are limited 
opportunities to apply ESG principles in this Strategy. 

7 Treasury Management Indicators 

The Council measures and manages its exposures to treasury management risks using the following 

indicators. 

Security: The Council has adopted a voluntary measure of its exposure to credit risk by monitoring 

the value-weighted average credit rating/credit score of its investment portfolio.  The credit score is 

calculated by applying a value to each investment (AAA=1, AA+=2, …. A=6 etc.) and taking the 

arithmetic average, weighted by the size of each investment. Unrated investments are assigned a 

score based on their perceived risk. 

Credit risk indicator Target 

Portfolio average credit rating (score) A (6) 
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Liquidity: The Council has adopted a voluntary measure of its exposure to liquidity risk by 

monitoring the amount of cash available to meet unexpected payments within a rolling one-month 

period, without additional borrowing. 

Liquidity risk indicator Target 

Total cash available within 1 months £10m 

 

Interest rate exposures: This indicator is set to control the Council’s exposure to interest rate risk.   

The Council’s debt portfolio is virtually all at fixed rate and therefore has no exposure to fluctuations 

in interest rates. As such no specific limits are proposed on interest rate exposure but any new 

borrowing will be restricted to a maximum 30% of the total portfolio exposed to variable interest rate. 

 

Maturity structure of borrowing: This indicator is set to control the Council’s exposure to 

refinancing risk. The upper and lower limits on the maturity structure of borrowing will be: 

Refinancing rate risk indicator Upper limit Lower limit 

Under 12 months 40% 0% 

12 months and within 24 months 40% 0% 

24 months and within 5 years 30% 0% 

5 years and within 10 years 40% 0% 

10 years and within 20 years 50% 0% 

20 years and within 30 years 50% 0% 

30 years and within 40 years 60% 0% 

40 years and above 50% 0% 

 

Principal sums invested for periods longer than a year: The purpose of this indicator is to control 

the Council’s exposure to the risk of incurring losses by seeking early repayment of its investments.  

The limits on the long-term principal sum invested to final maturities beyond the period end will be: 

 

Price risk indicator 2022/23 2023/24 2024/25 

Limit on principal invested beyond year 

end 
£20m £20m £20m 
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8 Treasury Management Consultants  
 

Arlingclose Ltd was appointed as the Council’s external treasury management advisors for three 

years from April 2020, following a full tender process. 

The Council recognises that responsibility for treasury management decisions always remains with 

the organisation and will ensure that undue reliance is not placed upon the services of our external 

service providers. All decisions will be undertaken with regard to all available information including, 

but not solely, our treasury advisers.  
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9 Reporting Arrangements and Management Evaluation 
 

Members will receive the following reports for 2023/24 as standard in line with the requirements of 

the Code of Practice: 

 Annual Treasury Management Strategy  

 Mid-Year Treasury Review report  

 Annual Treasury Outturn report 

The Chief Finance Officer will inform the Cabinet Member for Finance of any long-term borrowing 

or repayment undertaken or any significant events that may affect the Council’s treasury 

management activities. The CFO will maintain a list of staff authorised to undertake treasury 

management transactions on behalf of the Council. 

The Chief Finance Officer is authorised to approve any movement between borrowing and other 

long-term liabilities within the Authorised Limit (see Section 2). Any such change will be reported 

to the next meeting of the Council. 

The impact of these policies will be reflected as part of the Council’s revenue budget and therefore 
will be reported through the quarterly budget monitoring process. 

The Council’s management and evaluation arrangements for Treasury Management will be as 

follows: 

 Monthly monitoring report to the Chief Finance Officer and lead Members. 

 Quarterly meeting of the Treasury Manager/ Finance Manager / Chief Finance Officer 
to review previous quarter performance and plan following period activities 

 Regular meetings with the Council’s treasury advisors 

 Investment benchmarking against other local authorities via Arlingclose Ltd 

 The Audit Committee is the body responsible for scrutiny of Treasury Management. 

 

The CIPFA Code requires the responsible officer to ensure that members with responsibility for 

treasury management receive adequate training in treasury management 

 

The training needs of treasury management officers are periodically reviewed.  
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10 Other Matters 

Soft Loans 

Accounting for financial instruments require the recognition of soft loans i.e. where a loan is made 

at a lower than ‘competitive’ rate the cost implicit in achieving the lower rate must be reflected in 

the Council’s accounts. 

Anti-Money Laundering 

The Council will comply with all relevant regulations. 

IFRS 16 Lease Accounting 

The Director of Finance will monitor any implications IRFS16 on leases, which became effective in 
the public sector from April 2024. 
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Appendix 1 
Policy on Minimum Revenue Provision for 2023/24  

The Minimum Revenue Provision is a statutory charge that the Council is required to make from its 
revenue budget. This provision enables the Council to generate cash resources for the repayment 
of borrowing.  

The basis for the calculation of the provision is prescribed by legislation (Local Authorities (Capital 
Finance and Accounting (England) (Amendment) Regulations 2012 and supported by statutory 
guidance (last issued March 2018), which states that Councils are required to “determine for the 
current financial year an amount of MRP that it considers to be prudent” and prepare an annual 
statement on their MRP calculation to their full Council.  

 One of the aims of this legislation is to ensure that the repayment of principal owed for Capital 
expenditure is charged on a prudent basis. Central Government guidance says: 

“the broad aim of prudent provision is to ensure that debt is repaid over a period that is 
either reasonably commensurate with that over which the Capital expenditure provides 
benefits”  

For Supported Borrowing, (borrowing funded by central government), the Council will charge MRP 
at 2% of the balance as at 31 March after the deduction of the value of adjustment A (a set value 
in 2004), fixed at the same cash value as that of the whole debt is repaid after 50 years.  

The Council will charge a VRP (voluntary revenue provision) for the supported borrowing within 
the adjustment A value that is outstanding as at 31 March relating to transferred debt from Devon 
County Council fixed at the same cash value as that of the whole debt is repaid after 50 years 
(which is similar to the supported borrowing calculation). 

For capital expenditure funded from unsupported borrowing the Council will make a MRP based 
on the cumulative expenditure incurred on each asset (including investment fund properties) in the 
previous financial years using a prudent asset life, which reflects the estimated usable life of that 
asset. (See table on the following page.) 

The MRP for each asset will be calculated on the asset life method using an annuity calculation. 
MRP will be calculated on the total expenditure on that asset, in the financial year after the asset 
becomes operational or 12 months after operational or when there is an income stream in relation 
to that asset.  

The Council will continue to charge services for their use of unsupported borrowing using a 
prudent asset life (or a shorter period) on an annuity calculation. Where possible the same asset 
life and borrowing interest rate will be used for both the charge to services and the calculation of 
the MRP.  

To mitigate any negative impact from the changes in accounting for leases and PFI schemes the 
Council will include in the annual MRP charge an amount equal to the amount that has been taken 
to the balance sheet to reduce the balance sheet liability for a PFI scheme or a finance lease. The 
calculation will be based on the annuity method using the Internal Rate of Return (IRR) implicit in 
the PFI or lease agreement.  

Where loans are given for capital purposes, they come within the scope of the prudential controls 
established by the Local Government Act 2003 and the Local Authorities (Finance and 
Accounting) (England) Regulations 2008.  

The Capital Financing Requirement (CFR) will increase by the amount of the loan. Once the funds 
are returned to the local authority, the returned funds are classed as a capital receipt with those 
receipts being earmarked specifically to that loan, and the CFR and loan will reduce accordingly. If 
the expectation is that funds will be repaid in full at some point in the future, there is no 
requirement to set aside prudent provision to repay the debt liability in the interim period, so there 
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is no MRP application. The position of each loan will be reviewed on an annual basis by Chief 
Finance Officer. 

Where relevant, the suggested asset lives for certain types of capitalised expenditure as detailed 
in the MRP statutory guidance issued by DCLG will be used. The latest guidance issued in March 
2018 suggests a maximum asset life of 50 years. 

Each asset life will be considered in relation to the asset being constructed (primarily to ensure the 
MRP period does not exceed asset life); however, as a guide the following are typical ranges for 
asset lives that will be used. 

 
Asset Type Range of Asset Life 

Freehold Land (speciifed in DCLG statutory gudiance) 50 years 

Buildings 20-40 years 

Investment Properties 25-50 years 

Software 5-10 years 

Vehicles & Equipment 5-8 years 

Highway Network 25-40 years 

Structural Enhancements 10-25 years 

Infrastructure 25-50 years 

 

For capital expenditure where land and buildings are not separately identified a blended asset life 

can be used. 

 

Note:  DLUCH are expected to update the MRP statutory guidance during 2023/24, however the 

changes are unlikely to impact on the Council's MRP policy.  
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Appendix 2  
Economic Commentary 

(Provided by Arlingclose Ltd, January 2023)  

Economic background: The ongoing impact on the UK from the war in Ukraine, together with higher 

inflation, higher interest rates, uncertain government policy, and a deteriorating economic outlook, 

will be major influences on the Authority’s treasury management strategy for 2023/24. 

The Bank of England (BoE) increased Bank Rate by 0.5% to 3.5% in December 2022. This followed 

a 0.75% rise in November which was the largest single rate hike since 1989 and the ninth successive 

rise since December 2021. The December decision was voted for by a 6-3 majority of the Monetary 

Policy Committee (MPC), with two dissenters voting for a no-change at 3% and one for a larger rise 

of 0.75%. 

The November quarterly Monetary Policy Report (MPR) forecast a prolonged but shallow recession 

in the UK with CPI inflation remaining elevated at over 10% in the near-term. While the projected 

peak of inflation is lower than in the August report, due in part to the government’s support package 

for household energy costs, inflation is expected remain higher for longer over the forecast horizon 

and the economic outlook remains weak, with unemployment projected to start rising. 

The UK economy contracted by 0.3% between July and September 2022 according to the Office for 

National Statistics, and the BoE forecasts Gross Domestic Product (GDP) will decline 0.75% in the 

second half of the calendar year due to the squeeze on household income from higher energy costs 

and goods prices. Growth is then expected to continue to fall throughout 2023 and the first half of 

2024. 

CPI inflation is expected to have peaked at around 11% in the last calendar quarter of 2022 and 

then fall sharply to 1.4%, below the 2% target, in two years’ time and to 0% in three years’ time if 

Bank Rate follows the path implied by financial markets at the time of the November MPR (a peak 

of 5.25%). However, the BoE stated it considered this path to be too high, suggesting that the peak 

in interest rates will be lower, reducing the risk of inflation falling too far below target. Market rates 

have fallen since the time of the November MPR. 

The labour market remains tight for now, with the most recent statistics showing the unemployment 

rate was 3.7%. Earnings were up strongly in nominal terms by 6.1% for both total pay and for regular 

pay but factoring in inflation means real pay for both measures was -2.7%. Looking forward, the 

November MPR shows the labour market weakening in response to the deteriorating outlook for 

growth, leading to the unemployment rate rising to around 6.5% in 2025. 

Interest rates have also been rising sharply in the US, with the Federal Reserve increasing the range 

on its key interest rate by 0.5% in December 2022 to 4.25%-4.5%. This rise follows four successive 

0.75% rises in a pace of tightening that has seen rates increase from 0.25%-0.50% in March 2022. 

Annual inflation has been slowing in the US but remains above 7%. GDP grew at an annualised rate 

of 3.2% (revised up from 2.9%) between July and September 2022, but with official interest rates 
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expected to rise even further in the coming months, a recession in the region is widely expected at 

some point during 2023. 

Inflation rose consistently in the Euro Zone since the start of the year, hitting a peak annual rate of 

10.6% in October 2022, before declining to 10.1% in November. Economic growth has been 

weakening with an upwardly revised expansion of 0.3% (from 0.2%) in the three months to 

September 2022. As with the UK and US, the European Central Bank has been on an interest rate 

tightening cycle, pushing up its three key interest rates by 0.50% in December, following two 

consecutive 0.75% rises, taking its main refinancing rate to 2.5% and deposit facility rate to 2.0%. 

Credit outlook:  

Credit default swap (CDS) prices have generally followed an upward trend throughout 2022, 

indicating higher credit risk. They have been boosted by the war in Ukraine, increasing economic 

and political uncertainty and a weaker global and UK outlook, but remain well below the levels seen 

at the beginning of the Covid-19 pandemic. 

CDS price volatility was higher in 2022 compared to 2021 and the divergence in prices between 

ringfenced (retail) and non-ringfenced (investment) banking entities has emerged once again. 

The weakening economic picture during 2022 led the credit rating agencies to reflect this in their 

assessment of the outlook for the UK sovereign as well as several local authorities and financial 

institutions, revising them from to negative from stable. 

There are competing tensions in the banking sector which could impact bank balance sheet strength 

going forward. The weakening economic outlook and likely recessions in many regions increase the 

possibility of a deterioration in the quality of banks’ assets, while higher interest rates provide a boost 

to net income and profitability. 

However, the institutions on our adviser Arlingclose’s counterparty list remain well-capitalised and 

their counterparty advice on both recommended institutions and maximum duration remain under 

constant review and will continue to reflect economic conditions and the credit outlook. 

Interest rate forecast (December 2022):  

The Authority’s treasury management adviser Arlingclose forecasts that Bank Rate will continue to 

rise in 2022 and 2023 as the Bank of England attempts to subdue inflation which is significantly 

above its 2% target. 

While interest rate expectations reduced during October and November 2022, multiple interest rate 

rises are still expected over the forecast horizon despite looming recession. Arlingclose expects 

Bank Rate to rise to 4.25% by June 2023 under its central case, with the risks in the near- and 

medium-term to the upside should inflation not evolve as the Bank forecasts and remains 

persistently higher. 

Yields are expected to remain broadly at current levels over the medium-term, with 5-, 10- and 20-

year gilt yields expected to average around 3.5%, 3.5%, and 3.85% respectively over the 3-year 

period to December 2025. The risks for short, medium and longer-term yields are judged to be 

broadly balanced over the forecast horizon. As ever, there will undoubtedly be short-term volatility 

due to economic and political uncertainty and events. Page 94
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Appendix 3 
Creditworthiness Policy and Investment Limits 

The Council may invest its surplus funds with any of the counterparty types in table 9 below, 
subject to the cash limits (per counterparty) and the time limits shown. The Chief Finance Officer 
will exercise his delegated powers “to take any decisions (including Key Decisions) and to 
exercise all legal powers relevant to the Council’s borrowing, investments and financial 
management)” (s.7.1 of the Constitution – Officer Scheme of Delegation) to vary these limits at 
any time to ensure they remain viable and relevant during any market or political volatility.  

Table 9: Approved investment counterparties and limits 

Sector Time limit 
Counterparty 

limit 
Sector limit 

The UK Government 3 years Unlimited n/a 

Local authorities & other 
government entities 

3 years £15m Unlimited 

Secured investments * 3 years £15m Unlimited 

Banks (secured)* 3 years £15m Unlimited 

Banks (unsecured) * 13 months £6m Unlimited 

Building societies 
(unsecured) * 

13 months £6m £18m 

Registered providers 
(unsecured) * 

3 years £6m £20m 

Money market funds * n/a £15m Unlimited 

Strategic pooled funds n/a £10m £20m 

Real estate investment 
trusts 

n/a £10m £20m 

Other investments * 3 years £6m £15m 
This table should be read in conjunction with the notes below 

* Minimum credit rating: Treasury investments in the sectors marked with an asterisk will only be 
made with entities whose lowest published long-term credit rating is no lower than A-. Where 
available, the credit rating relevant to the specific investment or class of investment is used, 
otherwise the counterparty credit rating is used. However, investment decisions are never made 
solely based on credit ratings, and all other relevant factors including external advice will be 
considered. 

For entities without published credit ratings, investments may be made where external advice 
indicates the entity to be of similar credit quality. 

Government: Loans to, and bonds and bills issued or guaranteed by, national governments, 
regional and local authorities and multilateral development banks. These investments are not 
subject to bail-in, and there is generally a lower risk of insolvency, although they are not zero risk. 
Investments with the UK Government are deemed to be zero credit risk due to its ability to create 
additional currency and therefore may be made in unlimited amounts for up to 50 years.   
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Secured investments: Investments secured on the borrower’s assets, which limits the potential 
losses in the event of insolvency. The amount and quality of the security will be a key factor in the 
investment decision. Covered bonds and reverse repurchase agreements with banks and building 
societies are exempt from bail-in. Where there is no investment specific credit rating, but the 
collateral upon which the investment is secured has a credit rating, the higher of the collateral 
credit rating and the counterparty credit rating will be used. The combined secured and unsecured 
investments with any one counterparty will not exceed the cash limit for secured investments. 

Banks and building societies (unsecured): Accounts, deposits, certificates of deposit and senior 
unsecured bonds with banks and building societies, other than multilateral development banks. 
These investments are subject to the risk of credit loss via a bail-in should the regulator determine 
that the bank is failing or likely to fail. See below for arrangements relating to operational bank 
accounts. 

Registered providers (unsecured): Loans to, and bonds issued or guaranteed by, registered 
providers of social housing or registered social landlords, formerly known as housing associations. 
These bodies are regulated by the Regulator of Social Housing (in England), the Scottish Housing 
Regulator, the Welsh Government and the Department for Communities (in Northern Ireland). As 
providers of public services, they retain the likelihood of receiving government support if needed.   

Money market funds: Pooled funds that offer same-day or short notice liquidity and very low or no 

price volatility by investing in short-term money markets. They have the advantage over bank 

accounts of providing wide diversification of investment risks, coupled with the services of a 

professional fund manager in return for a small fee. Although no sector limit applies to money market 

funds, the Council will take care to diversify its liquid investments over a variety of providers to 

ensure access to cash at all times. 

Strategic pooled funds: Bond, equity and property funds (such as CCLA) that offer enhanced 
returns over the longer term but are more volatile in the short term.  These allow the Authority to 
diversify into asset classes other than cash without the need to own and manage the underlying 
investments. Because these funds have no defined maturity date, but are available for withdrawal 
after a notice period, their performance and continued suitability in meeting the Authority’s 
investment objectives will be monitored regularly. 

Real estate investment trusts: Shares in companies that invest mainly in real estate and pay the 
majority of their rental income to investors in a similar manner to pooled property funds. As with 
property funds, REITs offer enhanced returns over the longer term, but are more volatile especially 
as the share price reflects changing demand for the shares as well as changes in the value of the 
underlying properties. 

Other investments: This category covers treasury investments not listed above, for example 
unsecured corporate bonds and company loans. Non-bank companies cannot be bailed-in but can 
become insolvent placing the Authority’s investment at risk.  

Risk assessment and credit ratings: Credit ratings are obtained and monitored by the Council’s 

treasury advisers, who will notify changes in ratings as they occur.  Where an entity has its credit 

rating downgraded so that it fails to meet the approved investment criteria then: 

• no new investments will be made, 
• any existing investments that can be recalled or sold at no cost will be, and Page 96
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• full consideration will be given to the recall or sale of all other existing investments with the 
affected counterparty. 

Where a credit rating agency announces that a credit rating is on review for possible downgrade 

(also known as “rating watch negative” or “credit watch negative”) so that it may fall below the 

approved rating criteria, then only new investments that can be withdrawn on the next working day 

will be made with that organisation until the outcome of the review is announced.  This policy will 

not apply to negative outlooks, which indicate a long-term direction of travel rather than an imminent 

change of rating. 

Other information on the security of investments: The Council understands that credit ratings 

are good, but not perfect, predictors of investment default.  Full regard will therefore be given to 

other available information on the credit quality of the organisations in which it invests, including 

credit default swap prices, financial statements, information on potential government support, 

reports in the quality financial press and analysis and advice from the Council’s treasury 

management adviser.  No investments will be made with an organisation if there are substantive 

doubts about its credit quality, even though it may otherwise meet the above criteria. 

When deteriorating financial market conditions affect the creditworthiness of all organisations, as 

happened in 2008 and 2020, this is not generally reflected in credit ratings, but can be seen in other 

market measures. In these circumstances, the Council will restrict its investments to those 

organisations of higher credit quality and reduce the maximum duration of its investments to 

maintain the required level of security.  The extent of these restrictions will be in line with prevailing 

financial market conditions. If these restrictions mean that insufficient commercial organisations of 

high credit quality are available to invest the Council’s cash balances, then the surplus will be 

deposited with the UK Government or, on an exception basis, with other local authorities.  This will 

cause investment returns to fall but will protect the principal sum invested. 

Investment limits: The Council’s revenue reserves available to cover investment losses are 

forecast to be £60 million on 31st March 2023.  In order that no more than 50% of available reserves 

will be put at risk in the case of a single default, the maximum that will be lent to any one organisation 

(other than the UK Government) will be £15 million.  A group of banks under the same ownership 

will be treated as a single organisation for limit purposes.  Limits will also be placed on fund 

managers, investments in brokers’ nominee accounts, foreign countries and industry sectors as 

below. Investments in pooled funds and multilateral development banks do not count against the 

limit for any single foreign country since the risk is diversified over many countries. 

 

 

Table 10: Investment limits 

 Cash limit 

Any single organisation, except the UK Central 

Government 
£15m each 
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UK Central Government unlimited 

Any group of organisations under the same 

ownership 
£25m per group 

Any group of pooled funds under the same 

management 
£30m per manager 

Foreign countries £30m per country 

Money market funds £60m in total 
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