
 

AUDIT & STANDARDS CO

 
A meeting of the Audit and Standards
THURSDAY, 26 NOVEMBE

Stroud at 19:00. 

 

Please Note: This meeting will be filmed for live or subsequent broadcast via the 
Council’s internet site (www.stroud.gov.uk
consenting to being filmed.  The whole of the meeting will be filmed except where there 
are confidential or exempt items, which may need to be considered in the absence of 
the press and public.   

 

 

 

1 APOLOGIES 

To receive apologies of absence.
 

 
2 DECLARATIONS OF INTE

To receive declarations of interest.
 

 
3 MINUTES 

To approve and sign as a correct record the minutes of the meeting held on 29 
September 2015.
 

 
4 PUBLIC QUESTION TIME

The Chair of the Committee will answer any questions from members of the 
public, submitted in accordance with the Council's procedures.
 
DEADLINE FOR RECEIPT OF QUESTIONS
Noon on Monday 23 November 2015.
 
Questions must be submitted in
Services, Ebley Mill, Ebley Wharf, Stroud, and sent by post, by fax (01453 
754957), or by Email: 
 

 

  
AUDIT & STANDARDS COMMITTEE

Audit and Standards Committee will be held on  

THURSDAY, 26 NOVEMBER 2015 in the Council Chamber, Ebley Mill, Ebley Wharf, 

 

David Hagg 
Chief Executive 

This meeting will be filmed for live or subsequent broadcast via the 
www.stroud.gov.uk).  By entering the Council Chamber you are 

consenting to being filmed.  The whole of the meeting will be filmed except where there 
are confidential or exempt items, which may need to be considered in the absence of 

A G E N D A 

To receive apologies of absence. 

DECLARATIONS OF INTEREST 

To receive declarations of interest. 

To approve and sign as a correct record the minutes of the meeting held on 29 
September 2015. 

PUBLIC QUESTION TIME 

The Chair of the Committee will answer any questions from members of the 
public, submitted in accordance with the Council's procedures.

DEADLINE FOR RECEIPT OF QUESTIONS 
Monday 23 November 2015. 

Questions must be submitted in writing to the Chief Executive, Democratic 
Services, Ebley Mill, Ebley Wharf, Stroud, and sent by post, by fax (01453 
754957), or by Email: democratic.services@stroud.gov.uk

 

 

 16 November 2015 
MMITTEE 

 

Chamber, Ebley Mill, Ebley Wharf, 

This meeting will be filmed for live or subsequent broadcast via the 
y entering the Council Chamber you are 

consenting to being filmed.  The whole of the meeting will be filmed except where there 
are confidential or exempt items, which may need to be considered in the absence of 

To approve and sign as a correct record the minutes of the meeting held on 29 

The Chair of the Committee will answer any questions from members of the 
public, submitted in accordance with the Council's procedures. 

Executive, Democratic 
Services, Ebley Mill, Ebley Wharf, Stroud, and sent by post, by fax (01453 

democratic.services@stroud.gov.uk.    
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Audit and Standards Committee  Agenda Published: 16 November 2015 

 

 
Members of Audit & Standards Committee 

 
Councillor Nigel Studdert-Kennedy (Chair)  Councillor Colin Fryer  
Councillor Tom Williams (Vice Chair)  Councillor Keith Pearson  
Councillor Martin Baxendale  Councillor Rhiannon Wigzell  
Councillor Karon Cross  Councillor Penny Wride  
Councillor Stephen Davies    

 

5 WORK PROGRAMME 

To consider and update accordingly, the work programme for 2015/16. 
 

 
6 UPDATE ON CAR PARK AUDIT 

To receive a verbal update on the Car Park Audit. 
 

 
7 ANNUAL AUDIT LETTER 2014/15 

To receive a verbal report summarising the key findings from KPMG audit. 
 

 
8 HALF YEAR TREASURY MANAGEMENT ACTIVITY REPORT 2015/16 

To provide an update to Committee on treasury management activity as at 
30/09/2015. 
 

 
9 INTERNAL AUDIT PLAN MONITORING REPORT 

To inform Committee of the audits completed as part of the 2015/16 Internal 
Audit Plan. 
 

 
10 REVIEW OF THE PROCUREMENT ACTION PLAN 

To inform Committee of the progress of the Procurement Action Plan. 
 

 
11 RISK MANAGEMENT UPDATE 

To present the Council’s risk register to Committee for approval. 
 

 
12 MEMBERS' QUESTIONS 

See Agenda Item 4 for deadline for submission. 
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2015/16 
 

Audit and Standards Committee  Subject to approval 
29 September 2015  at the next meeting 

 

AUDIT AND STANDARDS COMMITTEE 
 

29 September 2015 
 

7.00 pm –  8.40 pm 
 

Council Chamber, Ebley Mill, Stroud 
 

Minutes 

3 
 
Membership: 
Councillor Nigel Studdert-Kennedy (Chair) P Councillor Colin Fryer P 
Councillor Tom Williams (Vice Chair) P Councillor Keith Pearson P 
Councillor Martin Baxendale P Councillor Rhiannon Wigzell P 
Councillor Karon Cross A Councillor Penny Wride A 
Councillor Stephen Davies A   
A = Absent P = Present 
 
Officers in attendance 
Strategic Head (Finance and Business) 
Services 

Internal Audit Manager 

Accountancy Manager 
Principal Accountant 

Democratic Services Assistant 
Legal Services Manager and Monitoring 
Officer 

 
Others in attendance 
Darren Gilbert – KPMG 
Matthew Arthur – KPMG  
 
AC.014 APOLOGIES 
 
Apologies for absence were received from Councillors Karon Cross and Penny 
Wride 
 
AC.015 DECLARATIONS OF INTEREST 
 
There were none. 
 
AC.016 MINUTES 
 
RESOLVED That the Minutes of the meeting of the Audit and Standards 

Committee held on 7 July 2015 are approved as a correct 
record and signed by the Chair. 
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2015/16 
 

Audit and Standards Committee  Subject to approval 
29 September 2015  at the next meeting 

AC.017 PUBLIC QUESTION TIME 
 
None received. 
 
AC.018 AUDIT AND STANDARDS WORK PROGRAMME FOR 

2015/16 
 
It was requested that members be provided with a written update of the NOPP and 
Homelessness Review Hearings and for this to be included with the Minute papers. 
The Legal Services Manager reported that Information Sheets did appear on the 
Council’s website and were publically available. It was agreed to highlight 
Information Sheets on the website with a link to the relevant committee. 
 
RESOLVED To note the work programme, subject to the inclusion of 

the above in the 2015/16 work programme. 
 
AC.019 ANNUAL GOVERNANCE STATEMENT 2014/15 
 
A revised wording of paragraph 18.1 of the report was approved to note the ongoing 
nature of the issues raised by KPMG in their ISA 260 report. 
 
RESOLVED to approve the Annual Governance Statement 2014/15 as 

set out in Appendix A. as amended 
 
AC.020 REPORT TO THOSE CHARGED WITH GOVERNANCE (ISA 

260) 2014/15 
 
Darren Gilbert from KPMG presented the report which summarised the key findings  
of the audit work for 2014/15 and the Value for Money Audit. KPMG informed the  
Committee that they would be issuing an unqualified audit opinion as to the Council’s  
Financial Statements by September 2015. They were satisfied with the accounts and  
the controls in place. It was noted that the Council had two significant audit risks; its  
investments in the housing stock and with renewable energy.  
 
In respect of the Value for Money audit, two risks were identified; the achievement of  
the savings plan and the contract procurement process. The report concluded that  
the Council had made proper arrangements to secure economy, efficiency and  
effectiveness in its use of resources. Some issues had been identified in respect of  
the procurement process. It was recognised that steps were being taken to address  
the areas of concern. 
 
Members noted that changes to audit arrangements were to be introduced in  
2017/18 which would require the Council to finalise its accounts earlier and for its  
audit to be completed earlier. The Accountancy Manager confirmed that the Council  
had commenced a review process and had identified areas of work that could be  
brought forward. 
 
RESOLVED To approve the report. 
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2015/16 
 

Audit and Standards Committee  Subject to approval 
29 September 2015  at the next meeting 

AC.021 STATEMENT OF ACCOUNTS 2014/15 

 

The Accountancy Manager presented the report and reminded Members that the 
Statement of Accounts was an important part of the Council’s accountability. He 
highlighted the risks associated with the Business Rates Retentions Scheme and 
that a significant part of the Council’s budget was dependent upon the business 
rates collected. He further informed members of the Gloucestershire Business Rate 
Pool and Stroud District Council’s contribution of £301,000 to the pool in 2014/15. 
This contribution was linked to; the deficit experienced by Tewkesbury Borough 
Council and the successful claim for a rate reduction by Virgin Media. 
 
Other areas highlighted were the; Canal Restoration Project, The Housing Revenue 
Account and the Council’s Borrowings. In response to questions from Members, the 
Accountancy Manager stated that the level of balances were held to support certain 
projects such as; housing, planning appeals and waste management. In respect of 
questions around the Time Value of Money a written answer would be provided.   
 
The Chair thanked the Accountancy Manager and his colleagues for the work in 
preparing and presenting the accounts. 
 
RESOLVED (a)  to approve the audited Statement of Accounts for the 

year ending 31 March 2015, and 
(b)  that the Head of Finance and s151 Officer together with 

the Chairman of the Committee be authorised to sign a 
letter of representation on behalf of the Committee and 
Council to KPMG, to enable the audit opinion to be 
issued. 

 
AC.022 TREASURY MANAGEMENT ACTIVITY 2015/16 
 
The report, presented by the Principal Accountant, set out the Council’s  
investments and cash flows for the first quarter. The Council’s average investment  
was £29.640 m. The Council’s total investment at the end of June 2015 was  
£32.696 m and the total borrowing was £95.717m. Interest £65, 600, gained in the  
first quarter, indicated that the budgeted figure of £180,000 would be achieved. 
 
RESOLVED 

 
To approve the treasury management activity first quarter 
report for 2015/2016. 

 
AC.023 INTERNAL AUDIT PLAN MONITORING REPORT 2015/16 
 
In his report, the Internal Audit Manger referred to the Final Account audit of the 
Renewable Energy contract and the query raised on the level of VAT that had been 
applied to payments made under this contract.  He advised Members that 
discussions were taking place between the Council, the contractor, and, HMRC to 
resolve the issue. 
 
In respect of the completed audits, as at the end of September, out of 15 audits 
planned for completion, six had been completed, five were at draft report stage, and 
two were substantially complete. He confirmed that where there were 
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2015/16 
 

Audit and Standards Committee  Subject to approval 
29 September 2015  at the next meeting 

recommendations made within an audit it was for management to set the timescale 
for implementation. 
 
RESOLVED To accept the report and the assurance given on the 

adequacy of internal controls operating in the systems 
audited. 

 
AC.024 ANNUAL REPORT ON FRAUD ACTIVITY/COUNTER FRAUD 

– 2014/15 
 
The Internal Audit Manager outlined the role of the National Fraud Initiative and the  
data matching exercise. On a two year cyclical basis, Council’s data is provided to  
the NFI and matched with data from other public sector organisations. 
 
The Internal Audit Manager’s report also highlighted the investigations into benefit 
fraud and benefit overpayments. There had been 316 allegations of fraud with 9 
cases being prosecuted, resulting in a guilty outcome. The Council’s Revenue and 
Benefits Manager had stated that there had been an approximate increase of 50% in 
‘new’ housing benefit overpayment debt as a result of a pilot scheme called ‘Real 
Time Information’ with HMRC. 
 
Members asked that the actual figures be provided and not just the percentage  
increase. The Internal Audit Manager agreed to circulate the information to  
Members. 
 
RESOLVED To approve  the report. 
 
AC.025 MEMBERS’ QUESTIONS 
 
There were none. 
 
It was agreed that an Audit and Standards Committee scheduled for 27 October 
2015 should be cancelled. 
 
 
The meeting closed at 8.40 pm. 

 
 
 
 

Chair 
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STROUD  DISTRICT  COUNCIL 
 

AUDIT & STANDARDS COMMITTEE 
 

26 NOVEMBER 2015 

AGENDA 
ITEM NO 

 

5 
 

WORK PROGRAMME 2015/16 

 

Date of 
meeting 

Matter to be considered 
(i.e. insert report / project title) 

Lead Member and 
Officer) 

7 July 2015 Audit Fee Letter 2015/16 KPMG 

 Interim Audit Letter KPMG 

 Annual Governance Statement 2014/15* Sandra Cowley 

 Treasury Management Outturn 2014/15* Graham Bailey 

 Internal Audit Plan Monitoring 2014/15* Terry Rodway 

 Review of Effectiveness of Internal Audit* Sandra Cowley 

 Internal Audit Annual Report 2014/15* Terry Rodway 

29 Sept 2015 Report to those Charged with Governance* KPMG 

 Statement of Accounts 2014/15* Graham Bailey 

 Treasury Management Activity 15/16* Graham Bailey 

 Internal Audit Plan Monitoring report* Terry Rodway 

 Annual Report on Fraud Activity/Counter 
Fraud* 

Terry Rodway 

 Review of Code of Conduct and Standards 
Panel 

 

 Review of Homelessness/Notice of 
Possession Proceedings Reviews  

 

26 Nov 2015 Annual Audit Letter KPMG 

 Treasury Management Half Year Review* Graham Bailey 

 Internal Audit Plan Monitoring 2015/16* Terry Rodway 

 Review of Procurement Action Plan Sarah Turner 

 Review of Risk Register* Sandra Cowley 

 Update on Car Park Audit Terry Rodway 

21 Jan 2016 Annual Summary of Certification of Grant 
Claims and Returns 2014/15 

KPMG 

 Treasury Management Activity Q3 15/16* Graham Bailey 

 Treasury Management, Annual Investment 
and MRP Strategies 2016/17* 

Graham Bailey 

 Internal Audit Charter/Partnership update* Terry Rodway 

5 April 2016 Financial Statements 2015/16 Audit Plan* KPMG 

 Internal Audit Plan Monitoring 2015/16* Terry Rodway 

 Annual Internal Audit Plan 2016/17* Terry Rodway 

 Review of the Procurement Action Plan Sarah Turner 

 Annual Report Of the Audit & Standards 
Committee* 

Cllr Studdert-Kennedy 

 Review of Anti-Fraud Policies* Terry Rodway 
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Information sheets sent to committee members 
 

Date sent (and 
reference 
number) 

Topic Notes 
(e.g. responsible 

officer) 
 

31.3.15 Briefing Note for Audit Karen Trickey 

29.6.15, No. 1 Update on the position with the balance of 
the Council’s deposits in Iceland. 

Sandra Cowley 

16.11.15 Appointing your external auditor KPMG 
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Annual Audit Letter 
2014/15

Stroud District Council 

October 2015
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1© 2015 KPMG LLP, a UK limited liability partnership and a member firm of the KPMG network of independent member firms affiliated with KPMG International Cooperative, a Swiss entity. All rights reserved. KPMG 
and the KPMG logo are registered trademarks of KPMG International Cooperative, a Swiss entity. 

Contents

The contacts at KPMG 
in connection with this 
report are:

Darren Gilbert
Director
KPMG LLP (UK)

Tel: 029 2046 8205
darren.gilbert@kpmg.co.uk

Matthew Arthur
Manager
KPMG LLP (UK)

Tel: 029 2046  8006
matthew.arthur@kpmg.co.uk
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■ Headlines 2

Appendices

1. Summary of reports issued

2. Audit fees

4

5

This report is addressed to the Authority and has been prepared for the sole use of the Authority. We take no responsibility to any member of staff acting in their individual capacities, or 
to third parties. The Audit Commission issued a document entitled Statement of Responsibilities of Auditors and Audited Bodies summarising where the responsibilities of auditors 

begin and end and what is expected from audited bodies. We draw your attention to this document which is available on Public Sector Audit Appointment’s website (www.psaa.co.uk).

External auditors do not act as a substitute for the audited body’s own responsibility for putting in place proper arrangements to ensure that public business is conducted in accordance 
with the law and proper standards, and that public money is safeguarded and properly accounted for, and used economically, efficiently and effectively.

We are committed to providing you with a high quality service. If you have any concerns or are dissatisfied with any part of KPMG’s work, in the first instance you should contact Darren 
Gilbert, the engagement lead to the Authority, who will try to resolve your complaint. If you are dissatisfied with your response please contact the national lead partner for all of KPMG’s 
work under our contract with Public Sector Audit Appointments Limited, Trevor Rees (on 0161 246 4000, or by email to trevor.rees@kpmg.co.uk). After this, if you are still dissatisfied 
with how your complaint has been handled you can access PSAA’s complaints procedure by emailing generalenquiries@psaa.co.uk, by telephoning 020 7072 7445 or by writing to 

Public Sector Audit Appointments Limited, 3rd Floor, Local Government House, Smith Square, London, SW1P 3HZ.
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Section one
Headlines

This report summarises the 
key findings from our 
2014/15 audit of Stroud 
District Council (the 
Authority). 

Although this letter is 
addressed to the Members 
of the Authority, it is also 
intended to communicate 
these issues to key external 
stakeholders, including 
members of the public.  

Our audit covers the audit of 
the Authority’s 2014/15 
financial statements and the 
2014/15 VFM conclusion.

VFM conclusion We issued a qualified conclusion on the Authority’s arrangements to secure value for money (VFM conclusion) for 
2014/15 on 29 September 2015, as a result of the Council not following its own procurement policies by failing to 
operate an appropriate procurement exercise and by making inappropriate variations to existing contracts. Except for 
the issue noted above, we are satisfied that that Authority had proper arrangements for securing financial resilience 
and challenging how it secures economy, efficiency and effectiveness. 

To arrive at our conclusion we looked at the Authority’s financial governance, financial planning and financial control 
processes, as well as the Council’s procurement policies and arrangements.

VFM risk areas We undertook a risk assessment as part of our VFM audit work to identify the key areas impacting on our VFM 
conclusion and considered the arrangements you have put in place to mitigate these risks.

Beyond considering the Authority’s general VFM arrangements, our work focused on two specific risks: the Council’s 
medium term financial planning and contract procurement arrangements.  Our work around medium term financial 
planning did not identify any significant matters and we made one minor recommendation relating to the use of 
sensitivity analysis in the Council’s financial reporting. 

As outlined above, the work around contract procurement arrangements, in particular our review of internal audit work 
and sample testing of contracts, identified issues including potential breaches of EU procurement legislation, poor 
documentation of advice obtained as part of the decision-making process, lack of audit trail and evidence of control 
activities. We noted that the issues had been identified by the Council, were being taken seriously and were being 
responded to through the implementation of the action plan as well as a more centralised procurement overview. 
These actions have been taken during 2015 and we will revisit progress on them during our next annual audit.  
However, based on the extent of non-compliance in relation to 2014/15, and the fact that the action plan was not yet 
implemented during the 2014/15 audit year, we issued a qualified conclusion as outlined above.

Audit opinion We issued an unqualified opinion on the Authority’s financial statements on 29 September 2015. This means that we 
believe the financial statements give a true and fair view of the financial position of the Authority and of its expenditure 
and income for the year. 

Financial statements 
audit

The accounts produced were generally of good quality and the Finance team provided appropriate support to our audit 
team.  

Our audit identified three corrected audit adjustments relating to the valuation of certain properties, and one 
uncorrected audit difference with a value of £0.28 million which was not corrected by management, which related to 
the March 2015 pension contributions which had not been paid to the pension administrator prior to year end.

Annual Governance 
Statement

We reviewed the Council’s Annual Governance Statement and concluded that it was consistent with our 
understanding.  The Council amended the Annual Governance Statement following our suggestion in order to identify 
procurement as a significant governance issue, as it had done in the previous year.
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Section one
Headlines (continued)

All the issues in this Annual 
Audit Letter have been 
previously reported. The 
detailed findings are 
contained in the reports we 
have listed in Appendix 1.

Whole of Government 
Accounts

The Authority prepares a consolidation pack to support the production of Whole of Government Accounts by HM 
Treasury. We are not required to review your pack in detail as the Authority falls below the threshold where an audit 
is required. As required by the guidance we have confirmed this with the National Audit Office. 

High priority 
recommendations

We did not raise any high priority recommendations as a result of our 2014/15 audit work – specific recommendations 
in relation to procurement were not necessary because Internal Audit had already made a series of recommendations 
and action was in hand from the Council. 

Lower priority recommendations are contained, as appropriate, in our other reports, which are listed in Appendix 1. 

Certificate We issued our certificate on 29 September 2015. The certificate confirms that we have concluded the audit for 
2014/15 in accordance with the requirements of the Audit Commission Act 1998 and the Audit Commission’s Code of 
Audit Practice. 

Audit fee Our fee for 2014/15 was £74,484, excluding VAT.  Further detail is contained in Appendix 2.
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Appendices
Appendix 1: Summary of reports issued

This appendix summarises 
the reports we issued since 
our last Annual Audit Letter.

2015

January

February

March

April

May

June

July

August

September

October

November

Audit Fee Letter (April 2015)

The Audit Fee Letter set out the proposed audit 
work and draft fee for the 2015/16 financial year. 

Interim Audit Letter (April 2015)

The Interim Audit Letter summarised the results 
from the preliminary stages of our audit.

Auditor’s Report (September 2015)

The Auditor’s Report included our audit opinion on 
the financial statements, our VFM conclusion and 
our certificate. Annual Audit Letter (October 2015)

This Annual Audit Letter provides a summary of the 
results of our audit for 2014/15.

External Audit Plan (February 2015)

The External Audit Plan set out our approach to the 
audit of the Authority’s financial statements and to 
work to support the VFM conclusion. 

Certification of Grants and Returns           
(January 2015)

This report on summarised the outcome of our 
certification work on the Authority’s 2013/14 grants 
and returns.

Report to Those Charged with Governance 
(September 2015)

The Report to Those Charged with Governance 
summarised the results of our audit work for 
2014/15 including key issues and recommendations 
raised as a result of our observations. 

We also provided the mandatory declarations 
required under auditing standards as part of this 
report.
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Appendices
Appendix 2: Audit fees

To ensure transparency about the extent of our fee relationship with the 
Authority we have summarised below the outturn against the 2014/15 
planned audit fee.

External audit

Our final fee for the 2014/15 audit was £74,484.  This compares to a 
planned fee of £69,300. The reason for this variance is additional work 
that was not allowed for in our initial plan, namely: 

■ specific additional testing performed in relation to the VFM risk over 
contract procurement arrangements and the qualification of our VFM 
conclusion (£4,293); and 

■ the consideration of a formal objection received from a local elector 
(£891).

Our fee variation relating to contract procurement is still subject to final 
determination by Public Sector Audit Appointments.

Certification of grants and returns 

Under our terms of engagement with Public Sector Audit Appointments 
we undertake prescribed work in order to certify the Authority’s housing 
benefit grant claim. This certification work is still ongoing. The final fee 
will be confirmed through our reporting on the outcome of that work in
January 2016. 

Other services

We charged £3,500 for additional audit-related services for the 
certification of the Decent Homes Funding grant claim, and expect to 
charge £3,000 in for the certification of the Pooling of Housing Capital 
Receipts Return, which are both outside of Public Sector Audit 
Appointment’s certification regime.

This appendix provides 
information on our final fees 
for the 2014/15 audit.
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Agenda Item 8 

 

STROUD DISTRICT COUNCIL 
 

AUDIT AND STANDARDS COMMITTEE 
 

26 NOVEMBER 2015 

AGENDA 
ITEM NO 

 

8 
 

Report Title HALF YEAR TREASURY MANAGEMENT 
ACTIVITY REPORT 2015/16 

Purpose of Report To provide an update on treasury management 
activity as at 30/09/2015. 

Decision(s) The Audit and Standards Committee 
RECOMMENDS that the Council APPROVES 
treasury management activity half year report for 
2015/2016, including the revisions to the 2015/16 
strategy as set out in paragraphs 3.5, 5.2 and 
5.3. 

Consultation and 
Feedback 

Capita Asset Services Limited  

Financial Implications 
and Risk Assessment 
 

Interest of £132k in the first half year means that it is 
likely the budgeted figure of £180k will be exceeded. 
 
David Stanley, Accountancy Manager 
Tel: 01453 754100 
E-mail: david.stanley@stroud.gov.uk 

Legal Implications 
 

This report is largely provided for information and as 
such there are no significant legal implications. 
(Ref:rl121115c161115) 
 
Karen Trickey, Legal Services Manager 
Tel: 01453 754369  
Email: karen.trickey@stroud.gov.uk 

Report Author 
 

Graham Bailey, Principal Accountant 
Tel: 01453 754133 
E-mail: graham.bailey@stroud.gov.uk 

Chair of Committee 
 

Councillor Nigel Studdert-Kennedy  
Tel: 01453 821491 
E-mail: cllr.nigel.studdert-kennedy@stroud.gov.uk 

Options None 

Performance 
Management Follow 
Up 

A third quarter report and a full 2015/16 annual 
report. 
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Background Papers/ 
Appendices 

o Council Report 26 February 2015, Agenda Item 
8a, Treasury Management Strategy, Annual 
Investment Strategy and Minimum Revenue 
Provision Policy Statement 2015/16 

A – Economic Update 
B – Prudential Indicators as at 30 September 2015  
C – Explanation of prudential indicators 

 

1. Background 
 

1.1 Treasury management is defined as: ‘The management of the local 
authority’s investments and cash flows, its banking, money market and 
capital market transactions; the effective control of the risks associated 
with those activities; and the pursuit of optimum performance consistent 
with those risks.’ 
 

1.2 This report is presented to the Audit and Standards Committee to 
provide an overview of the investment activity and performance for the 
first half of the financial year, and to report on prudential indicators and 
compliance with treasury limits. A mid year report is essential under the 
Code of Practice for Treasury Management (the Code). 

 
2. Discussion 

 
2.1 The Chartered Institute of Public Finance and Accountancy (CIPFA) 

issued a revised Code in November 2011, originally adopted by this 
Council on 21 January 2010.  This half year report has been prepared in 
compliance with CIPFA’s Code of Practice, and covers the following: 

o An economic update – Appendix A 
o A review of the Treasury Management Strategy Statement 

(TMSS) and Investment Strategy  
o A review of the Council’s investment portfolio for 2015/16 
o A review of the Council’s borrowing strategy for 2015/16 
o A review of compliance with Treasury and Prudential Limits for 

2015/16. 
o Other Treasury issues 

 
3. Treasury Management Strategy Statement and Investment Strategy 

update 
 

3.1 The TMSS for 2015/16 was approved by Council on 26 February 2015.  
The Council’s Investment Strategy, which is incorporated in the TMSS, 
outlines the Council’s investment priorities as follows: 

o Security of Capital 
o Liquidity 
o Yield 
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3.2 The Council will aim to achieve the optimum return on investments 
commensurate with the proper levels of security and liquidity.  In the 
current economic climate it is considered appropriate to keep 
investments short term, less than 1 year, with highly credit rated financial 
institutions, using Capita’s suggested creditworthiness approach, which 
includes a sovereign credit rating and Credit Default Swap (CDS) 
overlay. The Council is prepared to invest for up to 366 days with UK 
Government supported banks. 
 

3.3 A breakdown of the Council’s investment portfolio as at 30 September 
2015 and 30 June 2015 is shown in Table 2 of this report. Investments 
and borrowing during the year have been in line with the Strategy, and 
there have been no deviations from the strategy.   

 
3.4 Capita’s latest economic analysis is set out in Appendix A. Current 

advice from Capita is to invest for less than a year with UK banks, or up 
to a maximum of five years with government or local government 
provided they are sufficiently highly rated on Capita’s weekly list. 
 

3.5 The rating for permitted investments in Money Market Funds in the 
Strategy approved in February 2015, should be changed to AAA from 
AAAmmf (Fitch), Aaa mf (Moodys) and AAAm (S&P). This will permit the 
Council to invest in variable net asset value money market funds (VNAV) 
as well as constant net asset value money market funds (CNAV). This 
will provide a better return for minimal additional risk. 

 
4. Investment Portfolio 2015/16 

 
4.1 In accordance with the Code, it is the Council’s priority to ensure security 

and liquidity of investments, and once satisfied with security and liquidity, 
to obtain a good level of return. The investment portfolio yield for the first 
and second  quarters is shown in the table below:  
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TABLE 1: Average Interest Rate Compared With Benchmark Rates 
 

 
 
 
 

  
 
 

4.2 An amount of Icelandic Krona equivalent to £331k was held in an 
Escrow account due to currency controls in Iceland earning 3.65%. This 
interest amount is excluded from the figures shown in the above table. 
Also the Local Area Mortgage Scheme investment of £1m at 3.8% with 
Lloyds is excluded.  If this interest is included the interest earned is 
£132k at an average interest rate of 0.80%. 
 

4.3 Towards the end of September 2015 the Council sold its remaining 
Icelandic Krona to Deutsche bank. This means that in all 98% of the 
original principal sum invested has been recovered. 
 

4.4 Table 2 below shows the investments and borrowing position at the end 
of September 2015.  

 
4.5 The approved limits as set out in the Treasury Management Strategy 

report to Council 26th February 2015 within the Annual Investment 
Strategy were not breached during the first 6 months of 2015/16.  
 

4.6 Funds were available for investment on a temporary basis. The level of 
funds available was mainly dependent on the timing of precept 
payments, receipt of grants and progress on the Capital Programme and 
canal project. The authority holds £6m core cash balances for 
investment purposes (i.e. funds that potentially could be invested for 
more than one year). 

 
4.7 Lloyds banking group is no longer classified by Capita Asset Services as 

a government supported group. A consequence of this is that, according 
to the Council’s Investment Strategy a maximum of £8m per bank 
(Lloyds and Bank of Scotland) within the group can be invested, rather 
than up to 50% of total investments.  

 
  

Period

Investment 

Interest 

Earned

Average Net 

Investment 

Average 

Interest 

Rate

Benchmark     

7 day          

LIBID

Benchmark   

3 month 

LIBID

01/04/15 - 

30/06/15
£53,298 £29.640m 0.72% 0.36% 0.45%

01/07/15 - 

30/09/15
£61,193 £34.012m 0.64% 0.36% 0.46%

Total £114,491 £31.83m 0.68% 0.36% 0.46%
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 TABLE 2: Investments & Borrowing   
 

   

 

 
5. External Borrowing 

 
5.1 The Council’s Capital Financing Requirements (CFR) for 2015/16 is 

£107.611m.  The CFR denotes the Council’s underlying need to borrow 
for capital purposes.  If the CFR is positive the Council may borrow from 
the PWLB or the market (External Borrowing) or from internal balances 
on a temporary basis (Internal Borrowing).  The Council has borrowing of 
£99.717m as at 30 September 2015.  During August two £2m PWLB 
loans were taken at rates of 3.16% and 3.20% for 48 and 50 years 
respectively. These rates are 0.3% lower than the preferential rates 
offered by the Government for HRA self-financing. Further HRA 
borrowing of £7m is planned during the year. 
 

Standard Life 38 3,199

Federated Prime Rate 3,973  3,873  

Goldman Sachs 2,487 2,965

Money Market Funds Total 6,498 10,037

Bank of Scotland 4,000 7,000

Lloyds 4,000  6,000  

Lloyds Banking Group Total 8,000 13,000

NatWest 222 0

Royal Bank of Scotland 2,007  2,008  

RBS Banking Group Total 2,229 2,008

Credit Suisse 2,000

Standard Chartered 1,000 1,000

Santander 7,959 2,000

Barclays Bank Plc 3,000 7,001

Svenska Handelsbanken 10  10  

Other Banks Total 13,969 10,011

Nationwide 2,000 0

Building Society Total 2,000 0

TOTAL INVESTMENTS £32,696 £35,056

Local Authority 2,000 2,000

PWLB 93,717 97,717

TOTAL BORROWING £95,717 £99,717

Jun 2015              

£'000

Sep 2015              

£'000
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5.2 The Council’s policy on borrowing in advance of need, which was 
applied to the borrowing in August 2015, as set out in the February 2015 
strategy is further defined as follows. Ordinarily, the Council will consider 
borrowing up to 12 months ahead of capital spend:  

 

 If such capital spend is considered very likely to occur within 12 
months 

 Treasury advisers demonstrate that rates are particularly low and 
likely to move higher within 12 months 

 Treasury advisers evaluate a net saving after assessing cost of 
carry 

 A trigger rate(s) will be set by s151 officer in consultation with 
treasury advisers and treasury officers 

 Borrowing will be conducted in parcels – eg £4m could be split into 
4 x £1m or 2 x £2m 

 
5.3 The foregoing usual procedure will not prevent the S151 officer from 

forward borrowing to the fullest extent permitted by the Prudential Code, 
CFR for the current year plus the following two years, if extraordinary 
conditions arise in the short term to make such action in the interests of 
the authority. 

 
6. Compliance with Treasury and Prudential Limits 

 
6.1 It is a statutory duty for the Council to determine and keep under review 

the “Affordable Borrowing Limits”. Council’s approved Treasury and 
Prudential Indicators are outlined in the approved TMSS.  
 

6.2 During the period to 30 September 2015 the Council has operated within 
the treasury limits and Prudential Indicators set out in the Council’s 
TMSS and in compliance with the Council's Treasury Management 
Practices. The Prudential and Treasury Indicators are shown in 
Appendix B. 

 
7. Selection of Property Fund 

 
7.1 The Council can invest up to £3m in a property fund as set out in the 

Treasury Management Strategy approved in February 2015. It is 
proposed to contract an adviser to run a selection process to evaluate 
the options and to select a fund. 
 

8. Contract Extension and Service from October 2016 
 

8.1 The contract with Capita Asset Services commenced in October 2012. It 
reached the end of the initial 3-year term in September 2015. An option 
to extend for one year has been exercised. A procurement will be 
conducted to secure treasury management advice from October 2016.       
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Capita Asset Services economic background for the quarter ended  30 
September 2015 and Interest Rate Forecast  
 

U.K. 

UK GDP growth rates in 2013 of 2.2% and 2.9% in 2014 were the strongest growth rates 

of any G7 country; the 2014 growth rate was also the strongest UK rate since 2006 and 

the 2015 growth rate is likely to be a leading rate in the G7 again, possibly being equal to 

that of the US. However, quarter 1 of 2015 was weak at +0.4% though there was a 

rebound in quarter 2 to +0.7%. The Bank of England’s August Inflation Report included a 

forecast for growth to remain around 2.4 – 2.8% over the next three years. However, the 

subsequent  forward looking Purchasing Manager’s Index, (PMI), surveys in both 

September and early October  for the services and manufacturing sectors showed a 

marked slowdown in the likely future overall rate of GDP growth to about +0.3% in 

quarter 4 from +0.5% in quarter 3. This is not too surprising given the appreciation of 

Sterling against the Euro and weak growth in the EU, China and emerging markets 

creating headwinds for UK exporters. Also, falls in business and consumer confidence in 

September, due to an increase in concerns for the economic outlook, could also 

contribute to a dampening of growth through weakening investment and consumer 

expenditure. For this recovery to become more balanced and sustainable in the longer 

term, the recovery still needs to move away from dependence on consumer expenditure 

and the housing market to manufacturing and investment expenditure. The strong growth 

since 2012 has resulted in unemployment falling quickly over the last few years although 

it has now ticked up recently after the Chancellor announced in July significant increases 

planned in the minimum (living) wage over the course of this Parliament.   

 

The MPC has been particularly concerned that the squeeze on the disposable incomes 

of consumers should be reversed by wage inflation rising back above the level of inflation 

in order to ensure that the recovery will be sustainable.  It has therefore been 

encouraging in 2015 to see wage inflation rising significantly above CPI inflation which 

slipped back to zero in June and again in August   However, with the price of oil taking a 

fresh downward direction and Iran expected to soon rejoin the world oil market after the 

impending lifting of sanctions, there could be several more months of low inflation still to 

come, especially as world commodity prices have generally been depressed by the 

Chinese economic downturn.  The August Bank of England Inflation Report forecast was 

notably subdued with inflation barely getting back up to the 2% target within the 2-3 year 

time horizon. Despite average weekly earnings ticking up to 2.9% y/y in the three months 

ending in July, (as announced in mid-September), this was unlikely to provide 

ammunition for the MPC to take action to raise Bank Rate soon as labour productivity 

growth meant that net labour unit costs appeared to be  only rising by about 1% y/y.   

However, at the start of October, statistics came out that annual labour cost growth had 
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actually jumped sharply in quarter 2 from +0.3% to +2.2%:  time will tell if this is just a blip 

or the start of a trend.  

 

There are therefore considerable risks around whether inflation will rise in the near future 

as strongly and as quickly as previously expected; this will make it more difficult for the 

central banks of both the US and the UK to raise rates as soon as had previously been 

expected, especially given the recent major concerns around the slowdown in Chinese 

growth, the knock on impact on the earnings of emerging countries from falling oil and 

commodity prices, and the volatility we have seen in equity and bond markets in 2015 so 

far, which could potentially spill over to impact the real economies rather than just 

financial markets.  On the other hand, there are also concerns around the fact that the 

central banks of the UK and US have few monetary policy options left to them given that 

central rates are near to zero and huge QE is already in place.  There are therefore 

arguments that they need to raise rates sooner, rather than later, so as to have 

ammunition to use if there was a sudden second major financial crisis.  But it is hardly 

likely that they would raise rates until they are sure that growth was securely embedded 

and ‘noflation’ was not a significant threat. 

 

The forecast for the first increase in Bank Rate has therefore progressively been pushed 

back during 2015 from Q4 2015 to Q2 2016 and increases after that will be at a much 

slower pace, and to much lower levels than prevailed before 2008, as increases in Bank 

Rate will have a much bigger effect on heavily indebted consumers than they did before 

2008.  

 

The Government’s revised Budget in July eased the pace of cut backs from achieving a 

budget surplus in 2018/19 to achieving that in 2019/20.  

U.S. 

GDP growth in 2014 of 2.4% was followed by first quarter 2015 growth depressed by 

exceptionally bad winter weather at only +0.6% (annualised).  However, growth 

rebounded very strongly in Q2 to 3.9% (annualised) and strong growth was initially 

expected going forward. Until the turmoil in financial markets in August caused by fears 

about the slowdown in Chinese growth, it had been strongly expected that the Fed. might 

start to increase rates in September.  However, the Fed pulled back from that first 

increase due to global risks which might depress US growth and put downward pressure 

on inflation, and due to a 20% appreciation of the dollar which has caused the Fed to 

lower its growth forecasts.  Since then the nonfarm payrolls figures for September and 

revised August, issued on 2 October, were disappointingly weak and confirmed concerns 

that US growth is likely to significantly weaken. This has pushed back expectations of the 

first rate increase from 2015 into 2016.   

Eurozone 
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The ECB fired its big bazooka by announcing a massive €1.1 trillion programme of 

quantitative easing in January 2015 to buy up high credit quality government debt of 

selected EZ countries. This programme started in March and will run to September 2016. 

This seems to have already had a beneficial impact in improving confidence and 

sentiment.  There has also been a continuing trend of marginal increases in the GDP 

growth rate which hit 0.4% in quarter 1 2015 (1.0% y/y) and +0.4%, (1.5% y/y) in Q2 

GDP. The ECB has also stated it would extend its QE programme if inflation failed to 

return to its target of 2% within this initial time period. 

 

Greece.  During July, Greece finally capitulated to EU demands to implement a major 

programme of austerity and is now cooperating fully with EU demands. An €86bn third 

bailout package has since been agreed though it did nothing to address the 

unsupportable size of total debt compared to GDP.  However, huge damage has been 

done to the Greek banking system and economy by the resistance of the Syriza 

Government, elected in January, to EU demands. The surprise general election in 

September gave the Syriza government a mandate to stay in power to implement 

austerity measures. However, there are major doubts as to whether the size of cuts and 

degree of reforms required can be fully implemented and so Greek exit from the euro 

may only have been delayed by this latest bailout. 

China and Japan 

Japan is causing considerable concern as the increase in sales tax in April 2014 has 

suppressed consumer expenditure and growth.  In Q2 2015 growth was -1.6% 

(annualised) after a short burst of strong growth of 4.5% in Q1.  During 2015, Japan has 

been hit hard by the downturn in China.  This does not bode well for Japan as the Abe 

government has already fired its first two arrows to try to stimulate recovery and a rise in 

inflation from near zero, but has dithered about firing the third, deregulation of protected 

and inefficient areas of the economy, due to political lobbies which have traditionally 

been supporters of Abe’s party. 

 

As for China, the Government has been very active during 2015 in implementing several 

stimulus measures to try to ensure the economy hits the growth target of 7% for the 

current year and to bring some stability after the major fall in the onshore Chinese stock 

market.  Many commentators are concerned that recent growth figures around that 

figure, could have been massaged to hide a downturn to a lower growth figure.  There 

are also major concerns as to the creditworthiness of much bank lending to corporates 

and local government during the post 2008 credit expansion period and whether the 

bursting of a bubble in housing prices is drawing nearer. Overall, China is still expected 

to achieve a growth figure that the EU would be envious of.  However, concerns about 

whether the Chinese cooling of the economy could be heading for a hard landing, and 

the volatility of the Chinese stock market, have caused major volatility in financial 

markets in August and September such that confidence is, at best, fragile. 
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Emerging countries 

There are considerable concerns about the vulnerability of some emerging countries and 

their corporates which are getting caught in a perfect storm. Having borrowed massively 

in western currency denominated debt since the financial crisis, caused by western 

investors searching for yield by channelling investment cash away from western 

economies with dismal growth, depressed bond yields (due to QE), and near zero 

interest rates, into emerging countries, there is now a strong current flowing to reverse 

that flow back to those western economies with strong growth and an imminent rise in 

interest rates and bond yields.  This change in investors’ strategy and the massive 

reverse cash flow, has depressed emerging country currencies and, together with a rise 

in expectations of a start to central interest rate increases in the US and UK, has helped 

to cause the dollar and sterling to appreciate.  In turn, this has made it much more costly 

for emerging countries to service their western currency denominated debt at a time 

when their earnings from commodities are depressed. There are also going to be major 

issues when previously borrowed debt comes to maturity and requires refinancing at 

much more expensive rates, if available at all. 

Corporates (worldwide) heavily involved in mineral extraction and / or the commodities 

market may also be at risk and this could also cause volatility in equities and safe haven 

flows to bonds. Financial markets may also be buffeted by sovereign wealth funds of 

countries highly exposed to falls in commodity prices which, therefore, may have to 

liquidate investments in order to cover national budget deficits. 

Interest Rate Forecast 

The Council’s treasury advisor, Capita Asset Services, has provided the following 

forecast: 

 

 
 

Capita Asset Services undertook its last review of interest rate forecasts on 11 August 

shortly after the quarterly Bank of England Inflation Report. Later in August, fears around 

the slowdown in China and Japan caused major volatility in equities and bonds and 

sparked a flight from equities into safe havens like gilts and so caused PWLB rates to fall 
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below the above forecasts for quarter 4 2015.  However, there is much volatility in rates 

as news ebbs and flows in negative or positive ways and news in September in respect 

of Volkswagen, and other corporates, has compounded downward pressure on equity 

prices. This latest forecast includes a first increase in Bank Rate in quarter 2 of 2016.  

 

Despite market turbulence since late August causing a sharp downturn in PWLB rates, 

the overall trend in the longer term will be for gilt yields and PWLB rates to rise when 

economic recovery is firmly established accompanied by rising inflation and consequent 

increases in Bank Rate, and the eventual unwinding of QE. Increasing investor 

confidence in eventual world economic recovery is also likely to compound this effect as 

recovery will encourage investors to switch from bonds to equities.   

 

The overall balance of risks to economic recovery in the UK is currently evenly balanced. 

Only time will tell just how long this current period of strong economic growth will last; it 

also remains exposed to vulnerabilities in a number of key areas. 

 

The disappointing US nonfarm payrolls figures and UK PMI services figures at the 

beginning of October have served to reinforce a trend of increasing concerns that growth 

is likely to be significantly weaker than had previously been expected.  This, therefore, 

has markedly increased concerns, both in the US and UK, that growth is only being 

achieved by monetary policy being highly aggressive with central rates at near zero and 

huge QE in place.  In turn, this is also causing an increasing debate as to how realistic it 

will be for central banks to start on reversing such aggressive monetary policy until such 

time as strong growth rates are more firmly established and confidence increases that 

inflation is going to get back to around 2% within a 2-3 year time horizon.  Market 

expectations in October for the first Bank Rate increase have therefore shifted back 

sharply into the second half of 2016. 

 

Downside risks to current forecasts for UK gilt yields and PWLB rates currently include:  

 Geopolitical risks in Eastern Europe, the Middle East and Asia, increasing 

safe haven flows.  

 UK economic growth turns significantly weaker than we currently anticipate.  

 Weak growth or recession in the UK’s main trading partners - the EU, US 

and China.  

 A resurgence of the Eurozone sovereign debt crisis. 

 Recapitalisation of European banks requiring more government financial 

support. 

 Emerging country economies, currencies and corporates destabilised by 

falling commodity prices and / or the start of Fed. rate increases, causing a 

flight to safe havens 
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The potential for upside risks to current forecasts for UK gilt yields and PWLB rates, 

especially for longer term PWLB rates include: - 

 Uncertainty around the risk of a UK exit from the EU. 

 The ECB severely disappointing financial markets with a programme of 

asset purchases which proves insufficient to significantly stimulate growth in 

the EZ.   

 The commencement by the US Federal Reserve of increases in the Fed. 

funds rate causing a fundamental reassessment by investors of the relative 

risks of holding bonds as opposed to equities and leading to a major flight 

from bonds to equities. 

 UK inflation returning to significantly higher levels than in the wider EU and 

US, causing an increase in the inflation premium inherent to gilt yields. 
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Prudential Indicators as at September 2015 
 

 

 

Prudential Indicator

2015/16 

Indicator     

£'000

Actual as at     

30 June 2015  

£'000

Actual as at     

30 September 

2015           

£'000

Capital Financing Requirement (CFR) 107,611 98,565 101,581

Gross Borrowing 106,779 95,717 99,717

Authorised Limit for external debt 118,000 95,717 99,717

Operational Boundary for external debt 112,000 95,717 99,717

Limit of fixed interest rates based on net debt 100% 100% 100%

Limit of variable interest rates based on net debt 100% 0% 0%

Principal sums invested > 364 days 6,000 0 0

Maturity structure of borrowing limits

  Under 12 months 100% 0% 0%

  12 months to 2 years 100% 1% 1%

  2 years to 5 years 100% 2% 2%

  5 years to 10 years 100% 0% 0%

  10 years and above 100% 97% 97%
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Explanation of prudential indicators 

Central Government control of borrowing was ended and replaced with Prudential borrowing 
by the Local Government Act 2003.  Prudential borrowing permitted local government 
organisations to borrow to fund capital spending plans provided they could demonstrate 
their affordability. Prudential indicators are the means to demonstrate affordability. 

 

Gross borrowing – compares estimated gross borrowing in February 2015 strategy with 
actual gross borrowing as at 30 September 2015. 

 

Capital financing requirement (CFR) – the capital financing requirement shows the 
underlying need of the Council to borrow for capital purposes as determined from the 
balance sheet. The overall positive CFR of £101.581m provides the Council with the 
opportunity to borrow if appropriate.  Further borrowing of £7m is planned during 2015/16 
for  HRA & the Refuse Contract. 

 

Authorised limit for external debt - this is the maximum limit for gross external 
indebtedness. This is the statutory limit determined under section 3(1) of the Local 
Government Act 2003. This limit is set to allow sufficient headroom for day to day 
operational management of cashflows. This limit has not been breached in the period 1 April 
2015 to 30 September 2015. 

 

Operational boundary for external debt – this is set as the more likely amount that may 
be required for day to day cashflow. This limit has not been breached in the period 1 April 
2015 to 30 September 2015. 

 

Upper limit for fixed and variable interest rate exposure – these limits allow the Council 
flexibility in its investment and borrowing options. Current investments are either fixed rate 
term investments or on call. Borrowing is at a fixed rate.  

 

Upper limit for total principal sums invested for over 364 days – the amount it is 
considered can prudently be invested for a period in excess of a year. Current policy only 
permits lending beyond 1 year with other Local Authorities up to a maximum of 3 years, 
apart from the £1m invested for 5 years as part of the Local Area Mortgage Scheme.   
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STROUD DISTRICT COUNCIL 
 

AUDIT AND STANDARDS COMMITTEE 
 

26 NOVEMBER 2015 

AGENDA 
ITEM NO 

 

9 
 

Report Title INTERNAL AUDIT PLAN MONITORING REPORT 

Purpose of Report To inform Members of the audits completed as part 
of the 2015/16 Internal Audit Plan. 

Decision(s) The Committee RESOLVES to accept the report 
and the assurance given on the adequacy of 
internal controls operating in the systems 
audited. 

Consultation and 
Feedback 

Internal Audit findings are discussed with service 
managers. Management responses to audit 
recommendations are included in each assignment 
report. 

Financial Implications 
and Risk Assessment 
 

There are no financial implications arising from the 
report 
 
David Stanley, Accountancy Manager 
Tel: 01453 754100 
Email: david.stanley@stroud.gov.uk 
 
Risk Assessment 
It is important that planned audits are carried out so 
that assurance can be given about the adequacy of 
the Council’s control environment. If too few audits 
are undertaken, this limits the extent of assurance 
that can be given. 

Legal Implications 
 

The report records the opinion of the report writer. 
(Ref:rl131115c151115)     
 
Karen Trickey, Legal Services Manager  
Tel: 01453 754369 
Email: karen.trickey@stroud.gov.uk 

Report Author 
 

Terry Rodway, Internal Audit Manager 
Tel: 01453 754111 
Email: terry.rodway@stroud.gov.uk 
 

Options The Public Sector Internal Audit Standards (PSIAS) 
require the Internal Audit Manager to report on 
internal activity to the Audit & Standards Committee. 
The lack of reporting would lead to non-compliance 
with these Standards. 
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Performance 
Management Follow 
Up 

This is the second report relating to the 2015/16 
Plan. The Committee will continue to receive regular 
monitoring reports on achievement against the 
2015/16 Internal Audit Plan. 

Background Papers/ 
Appendices 

Background papers – Internal Audit Plan 2015/16. 
- Public Sector Internal Audit 

Standards. 

Appendix A – List of Audits completed as part of the 
Internal Audit Plan 2015/16: September 2015 to 
October 2015. 

 

1.0 Background 
 

1.1 At the Audit and Standards Committee meeting held on 7 April 2015 
Members approved the Internal Audit Annual Plan 2015/16. In 
accordance with the requirements of the Public Sector Internal Audit 
Standards this report details the outcomes of Internal Audit work. 

 
2.0 Progress 

 
2.1 This is the second report on compliance against the 2015/16 Plan and 

includes details of the audits completed during the period September to 
October 2015. The performance information is based on the number of 
completed audits vs. the number of planned audits (i.e. an output 
measure). The indicator for the period April 2015 to October 2015 is 
58% (11 out of 19 planned audits completed), against a target of 90% 
(17 out of 19 planned audits completed). However, these figures do not 
take into account 3 reports that were at draft report stage and 2 audits 
that were substantially complete as at 31st October 2015. 

 
2.2. Details of the audits completed are given in Appendix A. The Audit 

Opinion reached on each audit has been provided, which should 
provide Members with a view on the adequacy of the controls operating 
within each area audited. 
 

2.3 It has been agreed previously that Members would be notified of any 
agreed Rank 1 ‘High Priority’ and Rank 2 ‘Medium Priority’ audit 
recommendations that had not been fully implemented by the agreed 
date. There were none identified during the period covered by this 
report. 

 

3.0 Conclusions 

3.1 The role of Internal Audit is to examine, evaluate, and report on the 
adequacy of internal controls. The audit work that has been completed 
has either identified that controls are operating as intended, or, where 
weaknesses have been identified, made recommendations to improve 
the level of control. 
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List of Audits Completed  

2015/16 Audit Plan:– September 2015 – October 2015  

Audit Comments Level of 
Assurance 

Disabled 
Facilities Grants 

Audit Objective 
The objective of the audit was to identify and assess 
the adequacy of controls operating in the following 
areas: 

 The existence of clear procedure 
instructions/guidelines for staff involved in the 
processing and approval of grant 
applications; 

 Reconciliation between the grants module of 
the Uniform Computer system and the 
General ledger; 

 Monitoring of expenditure against budget; 

 Performance and risk monitoring; 

 Staff Declarations of Interest  
 
Period of Audit 
The audit covered the 7 month period to October 
2015. 
 
Audit Opinion 
On the basis of work carried out during this audit 
review, and the number and classifications of 
recommendations identified through audit testing, 
the audit opinion is that there is a Good level of 
assurance on the adequacy and operating 
effectiveness of controls in place over all areas 
covered by this audit, 

Good 

Housing -  Right 
to Buy (RTB) 

Audit Objective 
The objective of the audit was to identify and assess 
the adequacy of controls operating in the following 
areas:- 

 The existence of clear procedure 
instructions/guidelines for staff involved in 
processing RTB applications; 

 All properties subject to a RTB application are 
correctly valued and discounted; 

 All amounts due are correctly calculated and 
promptly received and properly accounted 
for. 

  
Period of Audit 
The audit covered completed RTB sales during the 
12 month period to March 2015. 

Satisfactory 
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Audit Opinion 
On the basis of work carried out during this audit 
review, and the number and classifications of 
recommendations identified through audit testing, 
the audit opinion is that there is a Satisfactory level 
of assurance on the adequacy and operating 
effectiveness of controls in place over all areas 
covered by this audit, except for the control relating 
to applications., 
 
The main areas of weakness identified relates to the 
SDC website link which, at the time of the audit, 
directed prospective purchasers to an out of date 
DCLG application form.      
 
One Rank 1 ‘High Priority’ recommendation has 
been made which has been agreed by 
management, and was implemented with immediate 
effect.  

Capital 
Accounting 

Audit Objective 
The objective of this audit was to verify that the 
following controls were in place and operating 
effectively:- 

 There is a five year rolling programme of 
revaluation for fixed assets; 

 There is an annual impairment review of tangible 
and intangible fixed assets; 

 Capital expenditure is reviewed against the 
capital programme; 

 Fixed Asset Register is reconciled to the general 
ledger periodically; 

 There is periodic physical verification of tangible 
fixed assets; 

 There are controls in place in relation to 
accuracy of depreciation. 

 
Period of Audit 
The audit covered the 12 month period to March 
2015. 
 
Audit Opinion 

 On the basis of work carried out during this audit 
review, and the number and classifications of 
recommendations identified through audit testing, 
the audit opinion is that there is a Satisfactory level 
of assurance on the adequacy and operating 
effectiveness of controls in place over all areas 
covered by this audit, except for the adequacy and 
operating effectiveness of controls in place over the 

Satisfactory/ 
Limited 
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Fixed Asset Register for which a Limited level of 
assurance has been provided. 
 
The main areas of weakness identified for which  
one Rank 1 ‘High Priority’ recommendation and 
seven Rank 2 ‘Medium Priority’ recommendations 
have been made, are as follows: 

 Documentary evidence of the reconciliations 
performed by the Principal Accountant 
(Technical) between the Fixed Asset Register to 
Asset Management revaluations report and 
Council Property Register were not retained; 

 There were no sample checks performed by the 
Principal Accountant (Technical) to confirm the 
accuracy of the Asset Management revaluations 
report.  Internal Audit identified 2 discrepancies, 
which has highlighted that the assets in the Fixed 
Asset Register had been over stated by net 
£234k; 

 Review and establish reason(s) for the 
differences between the gross fixed asset costs 
and accumulated depreciation as at 31st March 
2014 between the Fixed Asset Register and 
2013/14 audited financial accounts.  However, 
the net book values for the 2 records did agree; 

 A reconciliation of Council dwellings between the 
Fixed Asset Register and Tenant Services 
Northgate system to confirm all have been 
correctly accounted for has not been performed ; 

 A review, by Internal Audit, of new assets applied 
to the Housing Revenue Account (HRA) 
highlighted that a land transfer from the General 
Fund had been incorrectly included twice in the 
Fixed Asset Register, and that a new Council 
Dwelling had been incorrectly incorporated in the 
Fixed Asset Register at an incorrect value; 

 Documentary confirmation from appropriate 
Service area management had not been 
obtained to confirm that non-building assets still 
exist and are in good condition; 

 The agreed accounting policy states that the 
asset lives for vehicles, plant, furniture and 
equipment should be determined by a suitably 
qualified officer. These have been determined by 
the Principal Accountant (Technical) however not 
in conjunction with the Service area who 
purchased, and should have knowledge of, the 
asset; 
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 The nature and purpose of the checks required 
for the management review of the reconciliation 
of the Fixed Asset Register to the General 
Ledger should to be determined by the 
Accountancy Manager. 
 

The recommendations made as a result of this audit 
have been agreed by management, with the latest 
implementation date being June 2016. 

Renewable 
Energy Contract 

The report relating to this audit had not been 
finalised as at the date of completing this report. It is 
envisaged that the internal audit report will be 
finalised within the next few days. Members will be 
sent the appropriate details via a supplementary 
Committee report. 

 

 
The report includes an ‘opinion’ on the adequacy of controls in the area that has been 
audited, classified in accordance with the following descriptions: 

CONTROL LEVEL DESCRIPTION 

Good Robust framework of controls – provides substantial 
assurance. A few minor recommendations (if any) i.e. Rank 3 
(Low Priority). 

Satisfactory  Sufficient framework of controls – provides satisfactory level of 
assurance – minimal risk. A few areas identified where 
changes would be beneficial. Recommendations mainly Rank 
3 (Low Priority), but one of two in Rank 2 (Medium Priority). 

Limited Some lapses in framework of controls – provides limited 
assurance. A number of areas identified for improvement. 
Mainly Rank 2 (Medium Priority) recommendations, but one or 
two Rank 1 (High Priority) recommendations. 

Unsatisfactory Significant breakdown in framework of controls – provides 
unsatisfactory level of assurance. Unacceptable risks identified 
– fundamental changes required. A number of Rank 1 (High 
Priority) recommendations. 

 
Internal Audit recommendations are graded as follows: 

RANK  DESCRIPTION 

1 High 
Priority 

Necessary due to statutory obligation, legal requirement, 
Council policy or major risk of loss or damage to Council 
assets, information or reputation, or, compliance with External 
Audit identified key control. 

2 Medium 
Priority 

Could cause limited loss of assets or information or adverse 
publicity or embarrassment. Necessary for sound internal 
control and confidence in the system to exist. 

3 Low 
Priority 

Current procedure is not best practice and could lead to minor 
inefficiencies. 
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AGENDA 
ITEM NO 

 

10 
 

Report Title REVIEW OF THE PROCUREMENT ACTION PLAN 

Purpose of Report 
To inform members of the progress of the 
Procurement Action Plan 

Decision(s) 
The Committee RESOLVES to note the progress 
made on the Procurement Action Plan 

Consultation and 
Feedback 

 

Financial Implications 
and Risk Assessment 
 

There are no financial implications arising directly 
from this report 
David Stanley, Accountancy Manager 
01453 754100 
David.stanley@stroud.gov.uk    
 
If the Council does not address the weaknesses in 
the current use and management of procurement 
and contract management then it is at risk of legal 
challenge from suppliers and contractors of not 
complying with EU / UK regulations and its own 
Contract and Procurement Procedure Rules and 
cannot demonstrate it is securing best value when 
procuring. 

Legal Implications 
 

This report for noting provides an update by the 
procurement team on progress made.  A review is 
needed to help ensure all aspects of the reported 
progress in improving the operation and 
coordination of the procurement function have 
actually been effective and not inadvertently 
increased, rather than reduced the actual risks of 
challenge, contrary to the public interest.  
  
Karen Trickey, Legal Services Manager 
Email: karen.trickey@stroud.gov.uk 
Tel: 01453 754369 

Report Author 
 

Sarah Turner 
Principal Procurement Officer 
01453 754346 
Sarah.turner@stroud.gov.uk  
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Options 
 

None 

Performance 
Management Follow 
Up 

A further report will be brought to the Committee to 
update on progress with delivering the procurement 
action plan. 

Background Papers/ 
Appendices 

Report to Audit and Standards Committee – 
Procurement Review – 7 April 2015 

Report to Council – Revised Financial Regulations 
and Contract and Procurement Procedure Rules – 
16 July 2015 

Annual Audit Letter 2014/15 

Appendix A – Procurement Action Plan – October 
2015 

 

Background 
 
1. The Audit & Standards Committee received a report in April 2015, agenda 

item 12, informing them that an external review of the Council’s 
procurement procedures had been undertaken, and a procurement action 
plan produced to address the improvements required to the Council’s 
approach to procurement.  
 

2. The review highlighted that if the Council does not make significant 
improvements around procurement, it will be open to potential challenge 
from suppliers for not complying with EU/UK regulations and its own 
Contract and Procurement Procedure Rules (CPPRs).  This may result in 
financial penalties and/or a reputational impact.  The Council will not be 
able to demonstrate it is achieving best value when purchasing. 

 
3. KPMG has issued a qualified value for money conclusion in the Annual 

Audit Letter 2014/15 on the Council’s arrangements to secure value for 
money as a result of not following its own procurement policies by failing 
to operate an appropriate procurement exercise and by making 
inappropriate variations to existing contracts. 

 
4. This report informs the committee of the progress on the Procurement 

Action Plan drawn up to address the issues identified, and is shown in 
Appendix A. 

 
Summary of Progress 
 
5. The overall findings from the review earlier in the year included 

recommendations set out in the Procurement Action Plan in Appendix A. 
This includes: 
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 Develop a strategic governance model for procurement 

 Develop a new Procurement Strategy 

 Create and publish a Forward Procurement Plan 

 Corporate Procurement Team development 

 Update the Contract and Procurement Procedure Rules and Financial 
Regulations 

 Develop an effective training plan 

 Communication and support to service areas 

 Develop procurement performance measurements and embed in a 
management reporting framework 

 Update procurement pages on the Council’s website 

 Update the procurement toolkit on the intranet 

 Develop a council wide approach to contract and supplier management 

 Develop a supplier engagement strategy. 
 
6. The Procurement Board has been established with senior officer 

representatives from services who regularly undertake procurement 
activity.  Terms of reference for the Board have been written where the 
overall objective is to provide an overview on all Council procurement 
activity by ensuring an appropriate strategy and relevant procurement 
guidance is in place to achieve the Council’s procurement objectives.      

 
7. To enable the Procurement Board to monitor procurement activity a 

Forward Procurement Plan has been produced, this identifies from the 
15/16 budget, all expenditure over £5,000.  The procurement team met 
with all budget holders to populate the plan with details about this 
expenditure. 

 
8. The Procurement Board specifically focus on any procurement projects 

that exceed £250,000, to ensure this procurement is adequately and 
suitably resourced.   

 
9. A meeting schedule has been produced where Strategic Heads and 

service managers responsible for procurement are asked to update 
Procurement Board with their current and future procurement activity.  
This will ensure that the Board are made aware of any potential 
procurement issues at an early stage and to allow for a wider discussion 
of action that needs to be taken.  This approach to reviewing services on 
a planned periodic basis strengthens the governance and accountability 
arrangements in respect to procurement. 

 
10. Another benefit of this approach is that it provides support to managers 

and helps to highlight best practice through knowledge sharing and 
learning to further improve our procurement processes. 
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11. A new Procurement Strategy has been developed that reflects corporate 

priorities, provides direction to procurement activity and establishes 
procurement as a tool for achieving savings. It is linked to the Jobs and 
Growth agenda, the strategy includes the development of a local supplier 
engagement strategy and procurement performance measures to be 
developed and embedded in a management and reporting framework. 

 
12. Revised Contract and Procurement Procedure Rules (CPPRs) and 

Financial Regulations were approved at Council on 16 July.  The CPPRs 
were significantly revised to reflect the recommendations of the 
procurement review and recent changes to procurement legislation and 
government guidance namely the introduction of the Public Contracts 
Regulations 2015 (to replace the Public Contracts Regulations 2006) and 
the Local Government Transparency Code 2014. 
 
The most notable changes were: 

 Changes to financial thresholds to trigger different procurement 
methods and requirements (including the use of the South West 
Procurement Portal).  

 Greater responsibility placed on Council Managers to monitor and 
oversee procurement exercises carried out within their Service 
Area. 

 The reporting and recording of all procurement exercises with a 
total estimated value of £5,000 or more through the use of 
Procurement Plan Forms to ensure better procurement practices 
and to be able to more accurately analyse Council expenditure. 

 Rationalisation of procedures for Senior Council Managers to 
obtain an exemption from compliance with the Contract 
Procurement and Procedure Rules including the use of Framework 
Agreements.  

 Clarification of the role of Council Officers in procurement 
exercises and the award of contracts. 

 
13. A training matrix has been produced which identifies what training should 

be undertaken, depending on your role within the Council.  Several 
briefing sessions have been organised to update staff on the revisions to 
the CPPRs.  The induction day for staff has been amended to include a 
specific session on the Council’s procurement requirements.  
Procurement Champions have been identified under each Strategic Head 
to assist services with procurement.  These Champions will receive 
training on the CPPRs and use of the Procurement Portal. 

 
14. A recommendation from the procurement review was to establish a 

Corporate Procurement Team.  A temporary contract lawyer was 
employed for several months earlier in the year, apart from providing 
contract law advice he also revised the CPPRs and assisting in 
developing the new processes identified within the rules and providing 
training to staff.   This input helped significantly to progress the 
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procurement action plan, future requirements for the team are regularly 
reviewed to ensure it is adequately resourced. 

 
15. The procurement guidance on the Hub has been updated to reflect the 

changes detailed in this report, and the website is being corporately 
reviewed with the aim of going live with a new website in December 2015.  
Staff are notified of any changes to the guidance through regular emails 
and notifications via the e-News. 

 
16. Internal Audit have undertaken a review of procurement following a 

number of audits across the authority relating to procurement and letting 
of contracts.  This review identified some further improvements that can 
be made to the Council’s corporate procurement guidance.  A separate 
report will be issued and will be brought to a future Audit and Standards 
Committee.  The recommendations have been discussed with the 
Procurement Team and are currently being added to the information and 
guidance for staff on the Hub. 

 
Further Development 
 
17. Continue to embed the revised procurement procedures across the 

authority, provide guidance on best practice. 
 

18. Revised Procurement Strategy to be approved by Council in January 
2016. 
 

19. The Procurement Team will compare the 14/15 Forward Procurement 
Plan (FPP) with the completed Procurement Plan Forms received since 
17 July, and identify and report any inconsistency to the Procurement 
Board.   
 

20. A spend analysis will be undertaken of the creditor payments during 14/15 
and again this will be compared to the FPP and Procurement Plan Forms 
and any inconsistency will be reported to the Procurement Board. 

 
21. Develop the procurement training plan for members and staff. 

 
22. Develop supplier engagement initially with suppliers within the Stroud 

District, categorise by type, size and location. 
 

23. KPMG have noted that procurement issues have been identified by the 
Council and subsequent appropriate action is being taken, they will revisit 
progress during the next annual audit. 
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Procurement Action Plan 

 

October 2015 
 

No Recommendation Action Outcome Resource Target Date Responsibility Leading Status 

1 Develop Strategic 
and Governance 
Model for 
Procurement 

 Formation of 
Procurement Board 

 To agree TOR 

 To agree 
membership 

 To identify member 
input 

 Robust governance 
regime providing 
strategic leadership 
on all Council spend 

 Recognised corporate 
ownership 

 Strategies in place to 
achieve the Council’s 
procurement 
objectives 

 Member Champion 
from S&R 

SH (F&BS) - SC 
SH (DS) - BW 
LSM & MO - KTr 
Head of HC - KTo 
Head of AM - AN 
Accy Manager - 
DSt 
BP Manager - 
DSk 
Princ Proc Off - 
ST 
 
SHs / HOS / UMs 
as required 

CT review and 
sign off – 24 
February 2015 
 
Subject to CT 
agreement of the 
action plan - 
Initial monthly 
meetings staring 
W/C 16 March 
2015 

Agreed 
established by 
Corporate Team 
manage by 
SHF&BS 

SC Completed 

2 Develop a new 
Procurement 
Strategy  

 Develop a new 
Procurement 
Strategy  

 Reflects corporate 
priorities  

 Provides direction to 
procurement activity 

 Establish 
procurement as a tool 
for achieving savings 

Within existing 
resources 

Council approval 
January 2016   

PPO to draft 
Sign off – 
Procurement 
Board / CT / 
Council 

ST Procurement 
Strategy 
drafted, to be 
reviewed by 
Procurement 
Board and 
CT 

3 Create and publish 
a Forward 
Procurement Plan 

 Develop a Forward 
Procurement Plan 
and publish on the 
Council’s website 

 Up to date Contracts 
Register 

 Informs future 
procurement activity 
which enables 
decisions on resource 
requirements and 
provides 
accountability 

 Links to the MTFP 

 Incorporates 

Within existing 
resources 

15/16 budgets –
June 2015 
 
16/17 budgets 
(linked to MTFP) 
– December 2015 
 
Monitoring and 
updating of FPP - 
Ongoing 

PPO to manage 
All budget 
holders to 
complete 
Reviewed by 
Procurement 
Board / CT?? 

ST Ongoing 
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No Recommendation Action Outcome Resources Target Date Responsibility Leading Status 

4 Corporate 
Procurement Team 
development 

 Increase the staff 
levels in the 
Corporate 
Procurement team 
by 1+ FTE 

 Identify dedicated 
legal support / 
advice 

 Consider the 
creation of 
procurement 
champions within 
service areas 

 Council’s strategic 
procurement hub 
providing advice and 
support to service 
areas 

 Procurement activity 
contributes to 
required savings/cost 
reduction 

Funding a new 
post 
Secondment 
opportunity 
Top slice budgets 
 

December 2015 SH(F&BS) /AM 
LS Manager 

SC Ongoing/ 
under review 

5 Update the 
Contract and 
Procurement 
Procedure Rules 
and Financial 
Regulations 

 Update the Contract 
and Procurement 
Procedure Rules 

 Update Financial 
Regulations 

 To provide a 
governance platform 
and clear directions 
on how to undertake 
procurement activity 
to deliver the 
Council’s 
requirements 

 

Within existing 
resources 

July 2015 PPO to draft 
CPPRS. 
Finance to draft 
Financial Regs 
Sign off S&R/ 
Council 

TS Completed 
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6 Develop an 
effective training 
plan 

 Skills gap analysis 

 Research 
appropriate training 
packages 

 Develop in-house 
training 

 Provide staff with 
appropriate 
procurement training 
to enable them to 
become more 
effective procurers 

 Annual training plan 
for staff and members 

 Procurement forms 
part of Corporate 
Induction Plan  
including tailored 
induction training for 
staff dependent on 
the level of 
procurement activity 
to be undertaken 

Identification of 
budget for 
procurement 
training 
 

Training plan to 
be completed 
September 2015. 
 
Training to be 
delivered by 
March 2016 

PPO / CPT 
 

ST Ongoing – 
Proc Board 
have agreed 
that key 
posts (not 
post holders) 
will be 
identified as 
requiring 
specific 
training.  
Induction 
training will 
be improved. 

Appendix A 
 

 
No 

Recommendation Action Outcome Resources Target Date Responsibility Leading Status 

7 Communication 
and support to the 
Service Areas 

 Task day to day 
procurement 
activities to the 
Service Areas 

 Undertake day to day 
procurement activities 
following the agreed 
processes and 
technology 

 Develop appropriate 
specifications to 
describe 
requirements 

 Manage day to day 
supplier and contract 
issues 

 Evaluate the technical 
and quality 
submissions from 
tender bids 

Within existing 
resources 

Ongoing CT approval 
Service level 
responsibility 

ST Ongoing – 
as required, 
e.g. CPPRs 
changes, 
ATF agency 
worker form 
in 
consultation 
with HR. 

8 Develop 
procurement 
performance 
measurements and 

 Develop 
procurement 
performance 
measurements and 

 Effective 
management reports 
including measures 
and targets with key 

Within existing 
resources 

January 2016 – 
incorporated in 
revised 
Procurement 

CPT to develop 
Procurement 
Board / CT sign 
off?? 

ST Ongoing – 
to be 
included in 
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embed in a 
management and 
reporting 
framework 

embed in a 
management and 
reporting framework 

 

performance 
indicators 

Strategy All doing 
procurement 
activity to follow 

Proc 
Strategy 
and annual 
action plan 

9 Update a 
Procurement page 
on the Council’s 
website  

 Update 
Procurement page 
on the Council’s 
web site  

 Standard T&Cs 

 Up to date forward 
procurement plan 
and contracts 
register 

 Provide an easy to 
follow guide on ‘How 
to do business with 
the Council’ 

 Provide suitable 
information to 
suppliers to enable 
them  develop their 
services / supplies 

 Improve contract and 
supplier management 

Within existing 
resources, 
subject to No. 4 
above 

December 2015 CPT ST Ongoing – 
as required, 
changes to 
CPPRs, 
FPP 
published. 

Appendix A 
 

No Recommendation Action Outcome Resources Target Date Responsibility Leading Status 

10 Update the 
Procurement toolkit 
on the intranet. 

 Update 
Procurement toolkit 
on the intranet. 

 An easy to follow 
procurement toolkit  
developed to help 
officers understand 
and adhere to the 
procurement process 

Within existing 
resources, 
subject to No. 4 
above 

December  2015 CPT JS Ongoing all 
recent 
changes to 
CPPRs 
updated in 
guidance 
with ICT 
assistance 

11 Develop a council 
wide approach to 
contract and 
supplier 
management 

 Contracts Register 
and all contracts 
managed centrally 

 Map actual spend to 
contracts 

 Contract peer 
review prior to 
awarding 

 Contractor vetting 
process 

 Improve local spend 

 Improve contract and 
supplier management 

Within existing 
resources, 
subject to No. 4 
above 

January 2016 – 
incorporated in 
revised 
Procurement 
Strategy 

CPT ST Ongoing – 
will be 
included in 
the revised 
Proc 
Strategy 
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12 Develop a supplier 
engagement 
strategy 

 Map supplier base 
in terms of capability 
and capacity 

 Remove barriers for 
local suppliers and 
SMEs 

 Seminars and 
workshops to inform 
local suppliers of 
how to do business 
with the Council 

 Knowledge of 
suppliers capacity 
and capability to 
meet the Council’s 
needs 

 Improve local spend 

 Improve contract 
and supplier 
management 

 Package contracts 
in a way that does 
not restrict 
opportunities for 
local suppliers. 

Within existing 
resources, 
subject to No. 4 
above 

December 2015 CPT ST Ongoing – 
will be 
included in 
the revised 
Proc 
Strategy 

 
 
 
 

Appendix A 
 
Corporate Delivery Plan 
 

Action Outcome Resources Target Date Responsibility Leading Status 

Deliver our 
procurement action 
plan 

 

 Deliver 5% 
contract savings 

 Increase 
percentage spend 
locally 

   

Additional support 
needed in 
procurement team 

December 2015 
for initial 
procurement 
plan, annually 
thereafter 

Procurement 
Board 

Sarah Turner Making 
good 
progress 

 
Jobs and growth strategy 
 

Objective Action Resources Target Date Responsibility Leading Status 

Help 
Gloucestershire 
businesses engage 

 Publish forward 
procurement plan. 

 Analyse SDC 

Within existing 
resources internally 
including the 

For the duration 
of the Jobs and 
Growth Plan – 

Procurement 
Board 

Sarah Turner FPP 
published 
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better in 
our procurement 
 

supplier base. 

 Organise supplier 
events. 

 For all larger 
contracts include 
% local workforce 
requirement in 
standard contract 
terms and 
conditions. 

 

involvement of 
main services 
undertaking 
procurement, and 
Policy and 
Regeneration 
Teams. 
Externally with 
business 
organisations such 
as FSB, Chambers 
of Trade and GFirst 

2015 – 2018 and 
the revised 
Procurement 
Strategy 2015 – 
2019 

2015. 
Working 
towards 
other 
actions as 
part of the 
Proc 
Action 
Plan 

 

 
 

Page 46 of 52



Audit and Standards Committee Agenda Item 11 
26 November 2015  
 

STROUD  DISTRICT  COUNCIL 
 

  AUDIT AND STANDARDS COMMITTEE 
 

26 NOVEMBER 2015 

AGENDA 
ITEM NO 

 

11 
 
 

Report Title RISK MANAGEMENT UPDATE 

Purpose of Report 
 

To present the Council’s risk register to the 
Committee for approval.  

Decision(s) 
 

The Committee AGREES that the Risk Register as 
set out in Appendix A is representative of the key 
risks facing the Council. 

Consultation and 
Feedback 

Consultation with Strategic Heads, Heads of 
Service and unit managers. 

Financial Implications 
& Risk Assessment 
 

There are no financial implications arising directly 
from this report. 
 
It is important that all staff and members are fully 
aware of their responsibilities with regard to 
managing the risks faced by the council. Failure to 
properly identify, record and manage risk will 
prevent the Council from delivering efficient and 
effective services as set out in the Corporate 
Delivery Plan. 
 
David Stanley, Accountancy Manager 
Tel: 01453 754100 
Email: david.stanley@stroud.gov.uk 

Legal Implications 
 

In order to ‘agree’ the register is representative of 
key risks, the Committee needs to be satisfied that 
there are no other key risks and that the risks have 
been properly evaluated. (Ref:rl121115c151115) 
 
Karen Trickey, Legal Services Manager  
Tel: 01453 754369  
Email: karen.trickey@stroud.gov.uk 

Report Author 
 

David Stanley, Accountancy Manager 
Tel: 01453 754100 
Email: david.stanley@stroud.gov.uk 

Options 
 

None. 

Performance 
Management Follow 
Up 

The Audit & Standards committee will receive 
regular reports on the risk management process 
and any policy updates. 

Background Papers 
and Appendices 

Appendix A – Risk Register, November 2015 
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Background 

1. The Risk Management Policy was approved by Council at its meeting in 
July 2013 following a recommendation from the Audit & Standards 
committee. The new policy simplified the risk management arrangements 
within the Council with Corporate Team taking greater ownership. 

2. Each Strategic Head reports to Corporate Team at least annually on all 
their service risks and cross cutting risks where they are the lead officer. 
All risks scoring eight and above are reviewed at every risk management 
meeting. Corporate Team consider the completeness of the register to 
ensure it reflects all the risks associated with the delivery of the Councils 
objectives as identified in the Corporate Delivery Plan. 

3. This Committee’s role is to provide independent scrutiny of the adequacy 
of the risk management framework. It is responsible for: 

 scrutinising the effectiveness of the overall policy and compliance 
by officers and 

 reviewing the Council’s approach to risk management and 
recommending changes or improvements to processes. 

4. The Risk Management Policy is reviewed annually by Audit and 
Standards committee.  Following a recommendation from Audit and 
Standards committee in March 2014, Strategy and Resources committee 
appointed the Leader as the member risk champion. 

 
Review of the Risk Register 

5. The Council operates a 4 x 4 matrix for scoring risk as described in the 
Risk Management Policy and shown in the diagram below. The Council’s 
risk appetite is defined as all risks scoring 8 and above and so these risks 
are scrutinised and reviewed more frequently than lower scoring risks.  
 
Diagram 1 – Risk Scoring Matrix 

IM
P

A
C

T
 

4 8 12 16 

3 6 9 12 

2 4 6 8 

1 2 3 4 

 

LIKELIHOOD 
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6. Appendix A gives details of all the Councils risks currently scoring 8 and 
above. It is recommended that Members of the Committee look at 
Excelsis and review the higher scoring risks as the system contains more 
detailed information about the scope of the risk and the mitigating action 
being taken. 

7. There are a couple of themes emerging from the risks identified in the 
register: 

 Financial risks associated with the impact from the Spending 
Review and Summer Budget announcements on both the General 
Fund and Housing Revenue Account finances. 

 Service delivery risks around Multi-Service contract, Payroll service 
 
Conclusion 

8. The Corporate Risk Register should draw attention to those risks that 
need to be more actively managed to ensure delivery of the council’s 
objectives. 

9. The Audit & Standards Committee is asked to agree the current Risk 
Management Policy is effective and is properly identifying the key risks 
facing the council.   
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Corporate Risk Register – November 2015 

 

Service Area Ref Impact Likeli-

hood

Risk 

Score

Risk Description Lead Officer

Cross Cutting Risks COMS10 4 4 16 If the Council does not regularly review it's business continuity/disaster 

recovery plans to ensure they are fit for purpose, the delivery of frontline 

and back office services will be disrupted in the event of an incident

Sandra Cowley

Cross Cutting Risks CCR78 4 3 12 IF the Council is unable to effectively run the Payroll Service in-house from 

April 2016 THEN staff and members will not be paid correctly.

David Stanley

Cross Cutting Risks CCR74 4 3 12 Reduction annually of 1% rent reduction over 4 years. Tim Power

Cross Cutting Risks FIN11 4 3 12 If major contracts are not procured properly then the Council may face 

legal challenges that will slow down projects and incur costs

Sarah Turner

Cross Cutting Risks CCR50 4 3 12 If we do not deliver the Workforce Plan then the continuing pressure on 

our finances will affect service delivery.

Allison Richards

Cross Cutting Risks CCR66 4 3 12 IF the Spending Review/Local Government Finance Settlement 

significantly reduces the amount the Council receives THEN the Council 

will have a significant budget funding shortfall

Sandra Cowley

Cross Cutting Risks CCR77 3 3 9 IF the Council agrees to enter into a Devolution deal and approves the 

establishment of a Combined Authority THEN there will be a significant 

change in the council's finances.

Sandra Cowley

Cross Cutting Risks CCR69 3 3 9 If we cannot recruit staff with the knowledge, skills and experience we 

require then there may be an impact on service delivery.

Ros White

Cross Cutting Risks CCR48 3 3 9 If the Council fails to identify and deliver significant budget & efficiency 

savings or increase income levels over the medium term then GF 

balances will be depleted and the Council will have to make cuts to 

service

Sandra Cowley

Cross Cutting Risks CCR52 3 3 9 If the council does not adequately resource major projects then this will 

result in projects being delayed and poorly implemented and not produce 

the benefits intended

Sandra Cowley

Cross Cutting Risks CCR72 4 2 8 If the terms of the HCA grant are not met grant money could be lost and 

future applications jeopardised

Leonie Lockwood
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Service Area Ref Impact Likeli-

hood

Risk 

Score

Risk Description Lead Officer

Cross Cutting Risks CCR73 4 2 8 If there is a lack of tenderers for new build schemes, these may be 

delayed or there will be limited competition both potentially resulting in 

increased costs and inability to deliver the programme

Leonie Lockwood

Cross Cutting Risks CCR2 4 2 8 If we do not effectively engage staff in the process of change, then morale 

will decrease and it is likely that sickness absence will increase.

Allison Richards

Cross Cutting Risks CCR42 4 2 8 If the increased incidence of severe or abnormal weather events 

continues then the cost and public expectation of responding to both 

surface and foul water flooding problems rise.

Jon Beckett

Cross Cutting Risks CCR47 4 2 8 If the Council does not produce and implement an Information 

Management Policy it could potentially result in a breach of data 

protection or PSN compliance.

Stuart Spain

Asset Management ASM6 4 2 8 New Build If there is an increase in build costs it could lead to the delivery 

of new houses at a much higher cost than budgeted or a failure to deliver 

the Council's objective of 150 new homes within the next 5 years. In 

addition, the Council may need to repay capital receipts and other 

Leonie Lockwood

Asset Management ASM8 4 2 8 New Build - If there are delays to handover of properties by contractors, 

tenants will have to wait longer to move back to Woolaway sites

Leonie Lockwood

Canal Project CEX13 4 3 12 If SDC does not secure all matched funding for the project it will not be 

able to draw down all available HLF grant

Dave Marshall

Canal Project CEX14 4 3 12 If the specific skills required to deliver the project cannot be retained until 

the end of the scheme then we risk losing momentum, credibility and 

Dave Marshall

Canal Project CEX10 4 3 12 If the Stroud Valleys Canal Company has insufficient capacity to deliver 

their Business Plan then this will result in a poorly managed and 

Dave Marshall

Canal Project CEX9 4 3 12 If the remaining contracts produce unforeseen or underestimated 

difficulties, then the Project will exceed its available budget.

Dave Marshall
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Service Area Ref Impact Likeli-

hood

Risk 

Score

Risk Description Lead Officer

Canal Project CEX7 4 2 8 If we do not adhere to Health and Safety processes on the Canal Project 

then our staff, volunteers and contractors may be at risk due to working in 

a fundamentally dangerous environment. However, there are significant 

health and safety aspects of the scheme that are beyond our direct control 

ie where the canal is owned by SVCC. We can advise in these areas 

only.

Dave Marshall

Dursley Pool DP1 4 2 8 If Dursley Pool Fitness Extension is not developed within the build time 

then there is a risk of increased costs to SDC.

Joanne Jordan

Finance FIN38 3 4 12 If the Government do not take action on the Virgin Media RV then the 

Gloucestershire Business Rates Pool will suffer a significant loss and 

Pool Members will have to make a contribution to the deficit

Sandra Cowley

Public Spaces PBS5 4 2 8 If SDC depot not sourced then alternative arrangements would be costly 

and affect service provision

Peter Antill

Tenant Services HsM3 4 3 12 Impacts of pay to stay; service delivery, new develpoment and captial 

spend

Tim Power

Tenant Services TNS60 3 3 9 If Stroud District Council fail to ensure we effectively manage safety 

checks of gas appliances including the ongoing removal of gas fires and 

replacement with more effective, safe and more energy efficient solutions 

we have a potential risk to the wellbeing and safety of our tenants and non 

compliance with HCA Regulatory standards regarding serious detriment 

Kevin Topping

Tenant Services TNS9 3 3 9 Failure to routinely inspect and replace fire safety doors in communal Fay Gorick

Tenant Services HsM4 3 3 9 Revised Right to Buy; potential impact on service delivery, captial spend 

and new develpoment.

Tim Power

Tenant Services TNS8 4 2 8 If ICT resource is not available or able to support build then there is 

potential that new IT systems in Tenant Services will not work within our 

framework and/or will not be developed and built properly.

Phil Skill

Tenant Services TNS1 4 2 8 If the culture of Tenant Services is not changed so that staff accept and 

use a new IT system then we will not be able to complete the IT Project or 

Phil Skill
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