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22 July 2020 
 

 
 
Dear Councillor 
 
NOTICE IS HEREBY GIVEN THAT a meeting of the GOVERNANCE COMMITTEE will be 
held as a Remote Meeting - Teams Live Event on Thursday 30 July 2020 at 6.00 pm when 
the following business will be transacted.  
 
Members of the public who require further information are asked to contact Jemma Duffield 
on (01304) 872305 or by e-mail at democraticservices@dover.gov.uk. 
 
Yours sincerely 
 
 
 
 
 
Chief Executive  
 

Governance Committee Membership: 
 
To be determined at the Annual Meeting of Council. 
 
 

 
AGENDA 
 

1    APOLOGIES   
 

 To receive any apologies for absence. 
 

2    APPOINTMENT OF SUBSTITUTE MEMBERS   
 

 To note appointments of Substitute Members. 
 

3    DECLARATIONS OF INTEREST  (Page 4) 
 

 To receive any declarations of interest from Members in respect of business to be 
transacted on the agenda.  
 

4    MINUTES   
 

Public Document Pack



 To confirm the Minutes of the meeting of the Committee held on 25 June 2020 (to 
follow). 
 

5    EXTERNAL AUDIT PLAN YEAR ENDING 31 MARCH 2020  (Pages 5 - 20) 
 

 To consider the attached report of the external auditors, Grant Thornton. 
 

6    EXTERNAL AUDIT PLAN UPDATE  (Pages 21 - 23) 
 

 To consider the attached report of the external auditor, Grant Thornton. 
 

7    AUDIT PROGRESS REPORT AND SECTOR UPDATE  (Pages 24 - 36) 
 

 To consider the attached report of the external auditor, Grant Thornton. 
 

8    TREASURY MANAGEMENT QUARTER THREE REPORT 2019/20  (Pages 37 - 
51) 
 

 To consider the attached report of the Head of Finance and Housing. 
 

9    TREASURY MANAGEMENT YEAR END REPORT 2019/20  (Pages 52 - 66) 
 

 To consider the attached report of the Head of Finance and Housing. 
 

10    REVIEW OF MEMBER CODE OF CONDUCT ARRANGEMENTS  (Pages 67 - 89) 
 

 To consider the attached report of the Monitoring Officer. 
 
 
 

Access to Meetings and Information 
 

 The Local Authorities and Police and Crime Panels (Coronavirus) (Flexibility of Local 
Authority and Police and Crime Panel Meetings) (England and Wales) Regulations 
2020 have changed the basis of the public’s legal right to attend meetings. This 
means the public now has the right to hear Councillors attending the remote 
committee meeting that would normally be open to the public to attend in person. It is 
the intention of Dover District Council to also offer the opportunity for members of the 
public to view, as well as hear, remote meetings where possible. You may remain 
present throughout them except during the consideration of exempt or confidential 
information. 

 

 Agenda papers are published five clear working days before the meeting.  
Alternatively, a limited supply of agendas will be available at the meeting, free of 
charge, and all agendas, reports and minutes can be viewed and downloaded from 
our website www.dover.gov.uk.  Minutes will be published on our website as soon as 
practicably possible after each meeting.  All agenda papers and minutes are 
available for public inspection for a period of six years from the date of the meeting.   

 

 If you require any further information about the contents of this agenda or your right 
to gain access to information held by the Council please contact Jemma Duffield, 
Democratic Services Officer, telephone: (01304) 872305 or email: 
democraticservices@dover.gov.uk for details. 

 



Large print copies of this agenda can be supplied on request. 
 

 



Declarations of Interest 

 
 

Disclosable Pecuniary Interest (DPI) 

Where a Member has a new or registered DPI in a matter under consideration they must 

disclose that they have an interest and, unless the Monitoring Officer has agreed in advance 

that the DPI is a 'Sensitive Interest', explain the nature of that interest at the meeting. The 

Member must withdraw from the meeting at the commencement of the consideration of any 

matter in which they have declared a DPI and must not participate in any discussion of, or 

vote taken on, the matter unless they have been granted a dispensation permitting them to 

do so. If during the consideration of any item a Member becomes aware that they have a 

DPI in the matter they should declare the interest immediately and, subject to any 

dispensations, withdraw from the meeting. 

Other Significant Interest (OSI) 

Where a Member is declaring an OSI they must also disclose the interest and explain the 

nature of the interest at the meeting. The Member must withdraw from the meeting at the 

commencement of the consideration of any matter in which they have declared a OSI and 

must not participate in any discussion of, or vote taken on, the matter unless they have been 

granted a dispensation to do so or the meeting is one at which members of the public are 

permitted to speak for the purpose of making representations, answering questions or giving 

evidence relating to the matter. In the latter case, the Member may only participate on the 

same basis as a member of the public and cannot participate in any discussion of, or vote 

taken on, the matter and must withdraw from the meeting in accordance with the Council's 

procedure rules. 

Voluntary Announcement of Other Interests (VAOI) 

Where a Member does not have either a DPI or OSI but is of the opinion that for 

transparency reasons alone s/he should make an announcement in respect of a matter 

under consideration, they can make a VAOI. A Member declaring a VAOI may still remain at 

the meeting and vote on the matter under consideration. 

Note to the Code:  

Situations in which a Member may wish to make a VAOI include membership of outside 

bodies that have made representations on agenda items; where a Member knows a person 

involved, but does not have a close association with that person; or where an item would 

affect the well-being of a Member, relative, close associate, employer, etc. but not his/her 

financial position. It should be emphasised that an effect on the financial position of a 

Member, relative, close associate, employer, etc OR an application made by a Member, 

relative, close associate, employer, etc would both probably constitute either an OSI or in 

some cases a DPI. 
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A. Audit quality – national context

The contents of this report relate only to the matters which have come to our attention, which we believe need to be reported to you as part of our audit planning process. It is not a
comprehensive record of all the relevant matters, which may be subject to change, and in particular we cannot be held responsible to you for reporting all of the risks which may affect the
Authority or all weaknesses in your internal controls. This report has been prepared solely for your benefit and should not be quoted in whole or in part without our prior written consent.
We do not accept any responsibility for any loss occasioned to any third party acting, or refraining from acting on the basis of the content of this report, as this report was not prepared for,
nor intended for, any other purpose.

Your key Grant Thornton 
team members are:

Darren Wells

Engagement Lead

T:  012 9355 4120

E: Darren.j.wells@uk.gt.com

Liulu Chen

Audit Manager

T: 020 7865 2561

E: liulu.chen@uk.gt.com

Lisa Lee

Audit In-charge

T: 020 7184 4575

E: lisa.ph.lee@uk.gt.com

Grant Thornton UK LLP is a limited liability partnership registered in England and Wales: No.OC307742. Registered office: 30 Finsbury Square, London, EC2A 1AG. A list of members 
is available from our registered office.  Grant Thornton UK LLP is authorised and regulated by the Financial Conduct Authority. Grant Thornton UK LLP is a member firm of Grant 
Thornton International Ltd (GTIL). GTIL and the member firms are not a worldwide partnership. Services are delivered by the member firms. GTIL and its member firms are not agents 
of, and do not obligate, one another and are not liable for one another’s acts or omissions.6
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1. Introduction & headlines
Purpose

This document provides an overview of the planned scope and timing of the statutory
audit of Dover District Council (‘the Authority’) for those charged with governance.

Respective responsibilities

The National Audit Office (‘the NAO’) has issued a document entitled Code of Audit
Practice (‘the Code’). This summarises where the responsibilities of auditors begin
and end and what is expected from the audited body. Our respective responsibilities
are also set out in the Terms of Appointment and Statement of Responsibilities
issued by Public Sector Audit Appointments (PSAA), the body responsible for
appointing us as auditor of Dover District Council. We draw your attention to both of
these documents on the PSAA website.

Scope of our audit

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

• Authority’s financial statements that have been prepared by management with the
oversight of those charged with governance (the Governance committee); and

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

The audit of the financial statements does not relieve management or the Governance
Committee of your responsibilities. It is the responsibility of the Authority to ensure that proper
arrangements are in place for the conduct of its business, and that public money is
safeguarded and properly accounted for. We have considered how the Authority is fulfilling
these responsibilities.

Our audit approach is based on a thorough understanding of the Authority's business and is
risk based.

Significant risks Those risks requiring special audit consideration and procedures to address the likelihood of a material financial statement error have been 
identified as:

• Management override of controls;

• Valuation of land and buildings;

• Valuation of net pension fund liability.

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

Materiality We have determined planning materiality to be £1.64m (PY £1.58m) for the Authority, which equates to 1.99% of your prior year gross 
expenditure for the year. We are obliged to report uncorrected omissions or misstatements other than those which are ‘clearly trivial’ to 
those charged with governance. Clearly trivial has been set at £82k (PY £79k). 

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

• Medium Term Financial Resilience

Audit logistics Our interim visit will take place in March/April 2020 and our final visit will take place in July 2020.  Our key deliverables are this Audit Plan 
and our Audit Findings Report. Our audit approach is detailed in Appendix A.

Our fee for the audit will be £45,587 (PY: £41,337) for the Authority, subject to the Authority meeting our requirements set out on page 8.

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

7
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2. Key matters impacting our audit
Factors

Our response

.

The wider economy and political uncertainty

Local Government funding continues to be stretched 
with increasing cost pressures and  demand from 
residents. Over the last decade you have experienced 
significant and sustained cuts to your funding whilst 
demand on services has risen. 

You have met the financial challenges with robust 
arrangements and sound financial control. You ended 
2018/19 in a favourable position with a surplus of £12k. 
At the end of Quarter 3 in the current year, the General 
Fund’s projected outturn was a surplus of £109k. The 
HRA 2019/20 budget forecast a deficit of £5k with an 
HRA balance of £1,007K, which remains stable.

At a national level, the government continues its 
negotiation with the EU over Brexit, and future 
arrangements remain clouded in uncertainty. The 
Authority will need to continue to update its preparations 
as an outcome becomes clearer, including in terms of 
any impact on contracts, service delivery and its support 
for local people and businesses. 

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

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

• We will maintain a watching brief over your 
consideration of whether the impact of Brexit has a 
bearing on your arrangements for managing your 
financial resources. 

Financial reporting and audit –
raising the bar 

The Financial Reporting Council (FRC) 
has set out its expectation of improved 
financial reporting from organisations 
and the need for auditors to 
demonstrate increased scepticism and 
challenge, and to undertake more 
robust testing as detailed in Appendix 
1.  

Our work in 2018/19 has highlighted 
areas where local government 
financial reporting, in particular, 
property, plant and equipment and 
pensions, needs to be improved, with 
a corresponding increase in audit 
procedures. We have also identified an 
increase in the complexity of local 
government financial transactions 
which require greater audit scrutiny.

Implementation of IFRS 16 –
Leases

The implementation of IFRS 16 is 
delayed in the public sector until 1 
April 2020. There will therefore be 
disclosure requirements that apply in 
2019/20 for standards issued but not 
yet adopted.

The current distinction between 
operating and finance leases is 
removed for lessees and all leases 
will be recognised on the balance 
sheet of lessees as a right of use 
asset and a liability to make the 
lease payments, subject to the 
adaptations for short term leases 
and exceptions for leases of low 
value assets.

• As a firm, we are absolutely 
committed to meeting the 
expectations of the FRC with 
regard to audit quality and local 
government financial reporting. 
Our proposed work and fee, as set 
further in our Audit Plan, and is 
subject to PSAA agreement. 

• We will assess the adequacy of 
your disclosure about the 
financial impact of implementing 
IFRS 16 – Leases from 1 April 
2020 and test a sample of lease 
obligations to determine whether 
they have been accounted for 
appropriately under the new 
requirements.

The Future of East Kent Housing 
(EKH)

East Kent Housing is the arms’ 
length organisation which provides 
housing management services to 
four Kent authorities including Dover 
District Council. Following a period of 
serious performance and health and 
safety compliance failings by EKH 
the delivery options for the four 
authorities’ housing management 
services was reassessed. Following 
consultation with members, the four 
authorities and tenants, it was 
resolved that the preferred option, for 
landlord services in Dover, was to be 
delivered directly by the Council. This 
will take effect in the 2020/21 
financial year following a transition 
period.

• We will maintain an 
understanding of your developing 
plans to effect the transfer of this 
service in house.

• We will assess the 
appropriateness of the treatment 
of this event in the 2019/20 
accounts and the adequacy of the 
related disclosures.

8
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3. Significant risks identified
Significant risks are defined by ISAs (UK) as risks that, in the judgement of the auditor, require special audit consideration. In identifying risks, audit teams consider the nature of the risk, 
the potential magnitude of misstatement, and its likelihood. Significant risks are those risks that have a higher risk of material misstatement.

Risk Reason for risk identification Key aspects of our proposed response to the risk

The revenue cycle includes 
fraudulent transactions 

Under ISA (UK) 240 there is a rebuttable presumed risk that revenue may be
misstated due to the improper recognition of revenue.
This presumption can be rebutted if the auditor concludes that there is no risk of 
material misstatement due to fraud relating to revenue recognition.

Having considered the risk factors set out in ISA240 and the nature of the 
revenue streams at the Authority, we have determined that the risk of fraud 
arising from revenue recognition can be rebutted, because:

• there is little incentive to manipulate revenue recognition

• opportunities to manipulate revenue recognition are very limited

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

Therefore we do not consider this to be a significant risk for 
the Council.

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

We therefore identified management override of control, in particular journals, 
management estimates and transactions outside the course of business as a 
significant risk, which was one of the most significant assessed risks of 
material misstatement.

We will:

• evaluate the design effectiveness of management 
controls over journals

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

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

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

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

9
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Risk Reason for risk identification Key aspects of our proposed response to the risk

Valuation of 
land and 
buildings

The Authority revalues its land and buildings on a 
rolling five-yearly basis. This valuation represents a 
significant estimate by management in the financial 
statements due to the size of the numbers involved 
(£299m in 2018/19) and the sensitivity of this 
estimate to changes in key assumptions.
Additionally, management will need to ensure the 
carrying value in the Authority financial statements is 
not materially different from the current value or the 
fair value (for investment properties) at the financial 
statements date, where a rolling programme is used.

We therefore identified valuation of land and
buildings, particularly revaluations and impairments,
as a significant risk, which was one of the most
significant assessed risks of material misstatement.

We will:

• evaluate management's processes and assumptions for the calculation of the estimate, the instructions
issued to valuation experts and the scope of their work;

• evaluate the competence, capabilities and objectivity of the valuation expert;

• write to the valuer to confirm the basis on which the valuation was carried out;

• challenge the information and assumptions used by the valuer to assess completeness and consistency
with our understanding, the Authority’s valuer’s report and the assumptions that underpin the valuation;

• test revaluations made during the year to see if they had been input correctly into the Authority's asset
register;

• evaluating the assumptions made by management for those assets not revalued during the year and how 
management has satisfied themselves that these are not materially different to current value at year end.

Valuation of 
the pension 
fund net 
liability

The Authority's pension fund net liability,
as reflected in its balance sheet as the net defined 
benefit liability, represents a significant estimate in 
the financial statements.

The pension fund net liability is considered a 
significant estimate due to the size of the numbers 
involved (£76.2million in the Authority’s balance 
sheet) and the sensitivity of the estimate to 
changes in key assumptions.

We therefore identified valuation of the Authority’s 
pension fund net liability as a significant risk, which 
was one of the most significant assessed risks of 
material misstatement.

We will:

• update our understanding of the processes and controls put in place by management to ensure that the 
Authority’s pension fund net liability is not materially misstated and evaluate the design of the associated 
controls;

• evaluate the instructions issued by management  to their management expert (an actuary) for this estimate 
and the scope of the actuary’s work;

• assess the competence, capabilities and objectivity of the actuary who carried out the Authority’s pension 
fund valuation; 

• assess the accuracy and completeness of the information provided by the Authority to the actuary to 
estimate the liability;

• test the consistency of the pension fund asset and liability and disclosures in the notes to the core financial 
statements with the actuarial report from the actuary;

• undertake procedures to confirm the reasonableness of the actuarial assumptions made by reviewing the 
report of the consulting actuary (as auditor’s expert) and performing any additional procedures suggested 
within the report; and

• obtain assurances from the auditor of Kent County Council Pension Fund as to the controls surrounding 
the validity and accuracy of membership data; contributions data and benefits data sent to the actuary by 
the pension fund and the fund assets valuation in the pension fund financial statements.

3. Significant risks identified (continued)

We will communicate significant findings on these areas as well as any other significant matters arising from the audit to you in our Audit Findings Report in July 2020.

10
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4. Other matters

Other work

In addition to our responsibilities under the Code of Practice, we have a number of other
audit responsibilities, as follows:

• We read your Narrative Report and Annual Governance Statement and any other 
information published alongside your financial statements to check that they are 
consistent with the financial statements on which we give an opinion and consistent 
with our knowledge of the Authority

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

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

• We consider our other duties under the Local Audit and Accountability Act 2014 (the 
Act) and the Code, as and when required, including:

• Giving electors the opportunity to raise questions about your 2019/20 
financial statements, consider and decide upon any objections received in 
relation to the 2019/20 financial statements

• Issue of a report in the public interest or written recommendations to the 
Authority under section 24 of the Act, copied to the Secretary of State

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

• Issuing an advisory notice under Section 29 of the Act.

• We certify completion of our audit.

Other material balances and transactions

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

Going concern

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

11
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5. Materiality

The concept of materiality

The concept of materiality is fundamental to the preparation of the financial statements 
and the audit process and applies not only to the monetary misstatements but also to 
disclosure requirements and adherence to acceptable accounting practice and 
applicable law. Misstatements, including omissions, are considered to be material if 
they, individually or in the aggregate, could reasonably be expected to influence the 
economic decisions of users taken on the basis of the financial statements.

Materiality for planning purposes

We have determined financial statement materiality based on a proportion of the gross 
expenditure of the Authority for the financial year. In the prior year we used the same 
benchmark. Materiality at the planning stage of our audit is £1.64m (PY £1.58m), which 
equates to 1.99% of your prior year gross expenditure for the year. 

We reconsider planning materiality if, during the course of our audit engagement, we 
become aware of facts and circumstances that would have caused us to make a 
different determination of planning materiality.

Matters we will report to the Governance Committee

Whilst our audit procedures are designed to identify misstatements which are material to 
our opinion on the financial statements as a whole, we nevertheless report to the 
Governance Committee any unadjusted misstatements of lesser amounts to the extent 
that these are identified by our audit work. Under ISA 260 (UK) ‘Communication with 
those charged with governance’, we are obliged to report uncorrected omissions or 
misstatements other than those which are ‘clearly trivial’ to those charged with 
governance. ISA 260 (UK) defines ‘clearly trivial’ as matters that are clearly 
inconsequential, whether taken individually or in aggregate and whether judged by any 
quantitative or qualitative criteria.  In the context of the Authority, we propose that an 
individual difference could normally be considered to be clearly trivial if it is less than 
£0.82m (PY £0.79m). 

If management have corrected material misstatements identified during the course of 
the audit, we will consider whether those corrections should be communicated to the 
Governance Committee to assist it in fulfilling its governance responsibilities.

Prior year gross expenditure

£82m Authority

(PY: £79m)

Materiality

Prior year gross expenditure

Materiality

£1.64m

Authority financial 
statements materiality

(PY: £1.58m)

£0.82m

Misstatements reported 
to the Governance 
Committee

(PY: £0.79m)

12
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6. Value for Money arrangements

Background to our VFM approach

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

The guidance identifies one single criterion for auditors to evaluate:

“In all significant respects, the audited body takes properly informed decisions and deploys
resources to achieve planned and sustainable outcomes for taxpayers and local people.”

This is supported by three sub-criteria, as set out below:

Significant VFM risks

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

Medium Term Financial Resilience

The overall Local Government sector has been facing a challenging financial
outlook in recent years, which is to continue into 2019/20 and for the medium
term. Further pressure is expected across the sector as a result of continued
increasing demand for services and falling central government funding, factors
which are also affecting Dover District Council.

Planned Response

We will update our understanding of your financial arrangements including
evaluating the robustness of your medium term financial plan and budgeting
to ensure that resources are deployed to achieve planned and sustainable
outcomes for local tax payers.

Informed 
decision 
making

Sustainable 
resource 

deployment

Working 
with partners 
& other third 

parties

Value for 
Money 

arrangements 
criteria

13
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7. Audit logistics & team 

Client responsibilities

Where clients do not deliver to the timetable agreed, we need to ensure that this does not 
impact on audit quality or absorb a disproportionate amount of time, thereby 
disadvantaging other clients. Where the elapsed time to complete an audit exceeds that 
agreed due to a client not meeting its obligations we will not be able to maintain a team on 
site. Similarly, where additional resources are needed to complete the audit due to a client 
not meeting their obligations we are not able to guarantee the delivery of the audit to the 
agreed timescales. In addition, delayed audits may incur additional audit fees.

Our requirements 

To minimise the risk of a delayed audit, you need to ensure that you:

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

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

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

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

• respond promptly and adequately to audit queries.

Darren Wells, Key Audit Partner

Darren is responsible for the overall delivery of the Audit Plan, 
covering the totality of our work across the opinion and VFM audits. 
This includes liaison with senior officers and audit committee. 
Darren will ensure that our audit is tailored specifically to you and is 
delivered efficiency. 

Liulu Chen, Audit Manager

Liulu is responsible for overall audit management, quality 
assurance of audit work and providing feedback to you throughout 
the audit process. Liulu will liaise with your finance team and 
ensure the Audit Plan is applied throughout the course of audit 
testing. 

Lisa Lee, Audit Incharge

Lisa is responsible for the delivery of the audit, acting as first point 
of contact for the finance team. Lisa will monitor deliverables, 
highlight any significant issues and lead the on-site team to carry 
out the applicable audit tests. 

Planning and
risk assessment 

Interim audit
March / 

April  2020
Year end audit
June / July 2020

Governance
Committee
March 2020

Governance
Committee
July 2020

Governance
Committee

September 2020

Audit 
Findings 
Report

Audit 
opinion

Audit Plan
Annual 
Audit 
Letter

14
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8. Audit fees

Actual Fee 2017/18 Actual Fee 2018/19 Proposed fee 2019/20 

Council Audit £53,685 £41,337 £48,837

Total audit fees (excluding VAT) £53,685 £41,337 £48,837

.

Assumptions:
In setting the above fees, we have assumed that the Authority will:
- prepare a good quality set of accounts, supported by comprehensive and well presented working papers which are ready at the start of the audit
- provide appropriate analysis, support and evidence to support all critical judgements and significant judgements made during the course of preparing the financial statements
- provide early notice of proposed complex or unusual transactions which could have a material impact on the financial statements.

Relevant professional standards:
In preparing our fee estimate, we have had regard to all relevant professional standards, including paragraphs 4.1 and 4.2 of the FRC’s Ethical Standard which stipulate that the Engagement Lead 

(Key Audit Partner) must set a fee sufficient to enable the resourcing of the audit with staff of appropriate skills, time and abilities to deliver an audit to the required professional standard.

Planned audit fees 2019/20

During 2017, PSAA awarded contracts for audit for a five year period beginning on 1 April 2018. 2019/20 is the second year of that contract. The scale fee set by PSAA at the beginning of the 
contract was £41,337. Since that time, there have been a number of developments within the accounting profession. 

Across all sectors and firms, the FRC has set out its expectation of improved financial reporting from organisations and the need for auditors to demonstrate increased scepticism and challenge 
and to undertake additional and more robust testing. Within the public sector, where the FRC has recently assumed responsibility for the inspection of local government audit, the regulator 
requires that all audits achieve a 2A (few improvements needed) rating. 

Our work across the sector in 2018/19 has highlighted areas where local government financial reporting, in particular, property, plant and equipment and pensions, needs to be improved. We 
have also identified an increase in the complexity of local government financial transactions. Combined with the FRC requirement that 100% of audits achieve a 2A rating this means that 
additional audit work is required. We have set out below the expected impact on our audit fee. The table overleaf provides more details about the areas where we will be undertaking further 
testing. 

As a firm, we are absolutely committed to meeting the expectations of the FRC with regard to audit quality and local government financial reporting. Our proposed work and fee at the planning 
stage, as set out below and with further analysis overleaf,  and is subject to PSAA agreement. 
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Audit fee variations – Further analysis 
Planned audit fees

The table below shows the planned variations to the original scale fee for 2019/20 based on our best estimate at the audit planning stage. Further issues identified during the 
course of the audit may incur additional fees. 

Audit area £ Rationale for fee variation

Scale fee 41,337 This is this is the PSAA scale fee and is unchanged from 2018/19.

Raising the bar 2,500 The Financial Reporting Council (FRC) has highlighted that the quality of work by all audit firms needs to improve 
across local audit. This will require additional supervision and leadership, as well as additional challenge and 
scepticism in areas such as journals, estimates, financial resilience and information provided by the entity. 

Pensions – valuation of net 
pension liabilities under 
International Auditing 
Standard (IAS) 19

1,750 The Financial Reporting Council (FRC) has specifically highlighted that the quality and extent of work around IAS 19 
valuations has to increase across local audit. We have increased the granularity, depth and scope of coverage, with 
increased levels of sampling, additional levels of challenge and explanation sought, and heightened levels of 
documentation and reporting.

PPE Valuation – work of 
experts 

1,750 The Financial Reporting Council (FRC) has specifically highlighted that the quality and extent of work around PPE 
and Investment Property valuations has to increase across local audit. We have responded by increasing the volume 
and scope of our audit work to ensure an adequate level of audit scrutiny and challenge over the assumptions that 
underpin PPE valuations. 

New standards / 
developments 

1,500 The Council will be required to disclose in its 2019/20 financial statements the expected initial impact of the 
implementation of IFRS 16 on its net asset position and reserves as at 1 April 2020, to meet the requirements of IAS 
8. This will require additional audit procedures.

Revised scale fee (to be 
approved by PSAA)

48,837
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9. Independence & non-audit services
Auditor independence

Ethical Standards and ISA (UK) 260 require us to give you timely disclosure of all significant facts and matters that may bear upon the integrity, objectivity and independence of the firm 
or covered persons relating to our independence. We encourage you to contact us to discuss these or any other independence issues with us.  We will also discuss with you if we make 
additional significant judgements surrounding independence matters. 

We confirm that there are no significant facts or matters that impact on our independence as auditors that we are required or wish to draw to your attention. We have complied with the 
Financial Reporting Council's Ethical Standard and we as a firm, and each covered person, confirm that we are independent and are able to express an objective opinion on the financial 
statements. 

We confirm that we have implemented policies and procedures to meet the requirements of the Financial Reporting Council’s Ethical Standard and we as a firm, and each covered 
person, confirm that we are independent and are able to express an objective opinion on the financial statements. Further, we have complied with the requirements of the National Audit 
Office’s Auditor Guidance Note 01 issued in December 2017 and PSAA’s Terms of Appointment which set out supplementary guidance on ethical requirements for auditors of local 
public bodies. 

Other services provided by Grant Thornton

For the purposes of our audit we have made enquiries of all Grant Thornton UK LLP teams providing services to the Authority. The following other services were identified.

The amounts detailed are fees agreed to-date for audit related and non-audit services to be undertaken by Grant Thornton UK LLP in the current financial year. These services are 
consistent with the Authority’s policy on the allotment of non-audit work to your auditors. All services have been approved by the Governance Committee. Any changes and full details of 
all fees charged for audit related and non-audit related services by Grant Thornton UK LLP and by Grant Thornton International Limited network member Firms will be included in our 
Audit Findings report at the conclusion of the audit.
None of the services provided are subject to contingent fees. 
The firm is committed to improving our audit quality – please see our transparency report - https://www.grantthornton.ie/about/transparency-report/

Service £ Threats Safeguards

Audit related:

Certification of Housing 
Benefits claim

10,500 Self-Interest (because 
this is a recurring fee)

The level of this recurring fee taken on its own is not considered a significant threat to independence as the 
agreed fee for this work in 2018/19 was £10,500 in comparison to the total fee for the audit of £45,587 and in 
particular relative to Grant Thornton UK LLP’s turnover overall. Further, it is a fixed fee and there is no 
contingent element to it. These factors all mitigate the perceived self-interest threat to an acceptable level.

Certification of Housing 
capital receipts grant

5,000 Self-Interest (because 
this is a recurring fee)

The level of this recurring fee taken on its own is not considered a significant threat to independence as the fee  
for this work is £5,000 in comparison to the total fee for the audit of £45,587 and in particular relative to Grant 
Thornton UK LLP’s turnover overall. Further, it is a fixed fee and there is no contingent element to it. These 
factors all mitigate the perceived self-interest threat to an acceptable level.
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Appendix A: Audit Quality – national context

What has the FRC said about Audit Quality?

The Financial Reporting Council (FRC) publishes an annual Quality Inspection of our firm, 
alongside our competitors. The Annual Quality Review (AQR) monitors the quality of UK 
Public Interest Entity audits to promote continuous improvement in audit quality.

All of the major audit firms are subject to an annual review process in which the FRC 
inspects a small sample of audits performed from each of the firms to see if they fully 
conform to required standards.

The most recent report, published in July 2019, shows that the results of commercial audits 
taken across all the firms have worsened this year. Specifically for Grant Thornton the FRC 
identified the need for us to:

• improve the extent and rigour of challenge of management in areas of judgement

• improve the consistency of audit teams’ application of professional scepticism

• strengthen the effectiveness of the audit of revenue

• improve the audit of going concern

• improve the audit of the completeness and evaluation of prior year adjustments.

The FRC has also set all firms the target of achieving a grading of ‘2a’ (minor 
improvements required) or better on all large commercial audits. We have set ourselves 
the same target for public sector audits from 2019/20.

Other sector wide reviews

Alongside the FRC, other key stakeholders including the Department for Business, energy 
and Industrial Strategy (BEIS) have expressed concern about the quality of audit work and 
the need for improvement. A number of key reviews into the profession have been 
undertaken or are in progress. These include the review by Sir John Kingman of the 
Financial Reporting Council (Dec 2018), the review by the Competition and Markets 
authority of competition within the audit market, the ongoing review by Sir Donald Brydon 
of external audit, and specifically for public services, the Review by Sir Tony Redmond of 
local authority financial reporting and external audit. As a firm, we are contributing to all 
these reviews and keen to be at the forefront of developments and improvements in public 
audit.

What are we doing to address FRC findings?

In response to the FRC’s findings, the firm is responding vigorously and with purpose. As 
part of our Audit Investment Programme (AIP), we are establishing a new Quality Board, 
commissioning an independent review of our audit function, and strengthening our senior 
leadership at the highest levels of the firm, for example through the appointment of Fiona 
Baldwin as Head of Audit. Whilst we recognise we have work to do, we are confident these 
investments will make a real difference. 

We have also undertaken a root cause analysis and put in place processes to address the 
issues raised by the FRC. We have already implemented new training material that will 
reinforce the need for our engagement teams to challenge management and demonstrate 
how they have applied professional scepticism as part of the audit. Further guidance on 
auditing areas such as revenue has also been disseminated to all audit teams and we will 
continue to evolve our training and review processes on an ongoing basis.

What will be different in this audit?

We will continue working collaboratively with you to deliver the audit to the agreed 
timetable whilst ensuring the issues identified by the FRC are addressed and improving our 
audit quality. In achieving this you may see, for example, an increased expectation for 
management to develop properly articulated papers for any new accounting standard, or 
unusual or complex transactions. In addition, you should expect engagement teams to 
challenge management in areas that are complex, significant or highly judgmental which 
may be the case for accounting estimates, going concern, related parties and similar 
areas. As a result you may find the audit process more challenging than previous audits. 
These changes will give the audit committee and the board greater confidence that we 
have delivered a high quality audit and that the financial statements are not materially 
misstated. Challenging management will also enable us to provide greater insights into the 
quality of your finance function and internal control environment and provide those charged 
with governance confidence that a material misstatement due to fraud will have been 
detected.

We will still plan for a smooth audit and ensure this is completed to the timetable agreed. 
However, there may be instances where we may require additional time for both the audit 
work to be completed to the highest quality and to ensure management have appropriate 
time to consider any matters raised. This may require us to agree with you a delay in 
signing the announcement and financial statements. To minimise this risk, we will keep you 
informed of progress and risks to the timetable as the audit progresses.

We are absolutely committed to delivering audit of the highest quality and we should be 
happy to provide further detail about our improvement plans should you require it. 
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Introduction & headlines

Purpose

This document provides an update to the planned scope and timing of the statutory audit of Dover District Council (‘the Authority’) as reported in our Audit Plan dated March 2020, for those
charged with governance.

The current environment

In addition to the audit risks communicated to those charged with governance in our Audit Plan, recent events have led us to update our planning risk assessment and reconsider our audit 
and value for money (VfM) approach to reflect the unprecedented global response to the Covid-19 pandemic. The significance of the situation cannot be underestimated and the implications 
for individuals, organisations and communities remains highly uncertain. For our public sector audited bodies, we appreciate the significant responsibility and burden your staff have to 
ensure vital public services are provided. As far we can, our aim is to work with you in these unprecedented times, ensuring up to date communication and flexibility where possible in our 
audit procedures.

Impact on our audit and VfM work

Management and those charged with governance are still required to prepare financial statements in accordance with the relevant accounting standards and the Code of Audit Practice, albeit
to an extended deadline for the preparation of the financial statements up to 31 August 2020 and the date for audited financials statements to 30 November 2020, however we will liaise with
management to agree appropriate timescales.We continue to be responsible for forming and expressing an opinion on the Authority’s financial statements and VfM arrangements.

In order to fulfil our responsibilities under International Auditing Standards (ISA’s (UK)) we have revisited our planning risk assessment. We may also need to consider implementing changes to
the procedures we had planned and reported in our Audit Plan to reflect current restrictions to working practices, such as the application of technology to allow remote working. Additionally, it
has been confirmed since our Audit Plan was issued that the implementation of IFRS 16 has been delayed for the public sector until 2020/21.

Changes to our audit approach

To date we have:

- Identified a new significant financial statement risk, as described overleaf

- Reviewed the materiality levels we determined for the audit - We did not identify any changes to our materiality assessment as a result of the risk identified due to Covid-19

Changes to our VfM approach

We have updated our VfM risk assessment to document our understanding of your arrangements to ensure critical business continuity in the current environment. We have not identified any
new VfM risks in relation to Covid-19.

Conclusion

We will ensure any further changes in our audit and VfM approach and procedures are communicated with management and reported in our Audit Findings Report. We wish to thank
management for their timely collaboration in this difficult time.
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Significant risks identified – Covid – 19 pandemic

Risk Reason for risk identification Key aspects of our proposed response to the risk

Covid – 19 The global outbreak of the Covid-19 virus pandemic has led to unprecedented uncertainty for all 
organisations, requiring urgent business continuity arrangements to be implemented. We expect 
current circumstances will have an impact on the production and audit of the financial statements 
for the year ended 31 March 2020, including and not limited to;

- Remote working arrangements and redeployment of staff to critical front line duties may impact 
on the quality and timing of the production of the financial statements, and the evidence we can 
obtain through physical observation

- Volatility of financial and property markets will increase the uncertainty of assumptions applied 
by management to asset valuation and receivable recovery estimates, and the reliability of 
evidence we can obtain to corroborate management estimates

- Financial uncertainty will require management to reconsider financial forecasts supporting their 
going concern assessment and whether material uncertainties for a period of at least 12 months 
from the anticipated date of approval of the audited financial statements have arisen; and 

- Disclosures within the financial statements will require significant revision to reflect the 
unprecedented situation and its impact on the preparation of the financial statements as at 31 
March 2020 in accordance with IAS1, particularly in relation to material uncertainties.

We therefore identified the global outbreak of the Covid-19 virus as a significant risk, which was 
one of the most significant assessed risks of material misstatement 

We will:

• Work with management to understand the implications the 
response to the Covid-19 pandemic has on the organisation’s 
ability to prepare the financial statements and update financial 
forecasts and assess the implications on our audit approach

• Liaise with other audit suppliers, regulators and government 
departments to co-ordinate practical cross sector responses to 
issues as and when they arise 

• Evaluate the adequacy of the disclosures in the financial 
statements  in light of the Covid-19 pandemic.

• Evaluate whether sufficient audit evidence using alternative 
approaches can be obtained for the purposes of our audit whilst 
working remotely

• Evaluate whether sufficient audit evidence can be obtained to 
corroborate significant management estimates such as asset 
valuations and recovery of receivable balances

• Evaluate management’s assumptions that underpin the revised 
financial forecasts and the impact on management’s going 
concern assessment

• Discuss with management any potential implications for our 
audit report if we have been unable to obtain sufficient audit 
evidence
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This paper provides the Governance Committee with a report on progress in 
delivering our responsibilities as your external auditors. 
The paper also includes:

• a summary of emerging national issues and developments that may be relevant to you as a district council; and

• includes a number of challenge questions in respect of these emerging issues which the Committee may wish to 
consider (these are a tool to use, if helpful, rather than formal questions requiring responses for audit purposes)

Members of the Governance Committee can find further useful material on our website, where we have a section 
dedicated to our work in the public sector. Here you can download copies of our publications 
www.grantthornton.co.uk ..

If you would like further information on any items in this briefing, or would like to register with Grant Thornton to 
receive regular email updates on issues that are of interest to you, please contact either your Engagement Lead or 
Engagement Manager./

Introduction

3

Darren Wells

Engagement Lead

T 012 9355 4120
E Darren.j.wells@uk.gt.com

Liulu Chen

Engagement Manager

T 020 7865 2561
E liulu.chen@uk.gt.com
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Financial Statements Audit
We undertook our initial planning for the 2019/20 audit in March 2020, and  
interim audit in January to March 2020. We will begin our work on your draft 
financial statements in September.

In March we issued a detailed audit plan, setting out our proposed approach 
to the audit of the Council's 2019/20 financial statements.

We will report our work in the Audit Findings Report and aim to give our 
opinion on the Statement of Accounts by November . 

Covid-19

The Covid-19 pandemic led us to update our planning risk assessment and 
reconsider our audit and value for money (VfM) approach to reflect the 
unprecedented global response. On 21st April we issued an addendum to 
our audit plan, setting out a new significant financial statement risk in relation 
to Covid-19.

Value for Money
The scope of our work is set out in the guidance issued by the National Audit Office. 
The Code requires auditors to satisfy themselves that; "the Council has made proper 
arrangements for securing economy, efficiency and effectiveness in its use of 
resources".

The guidance confirmed the overall criterion as: "in all significant respects, the 
audited body had proper arrangements to ensure it took properly informed decisions 
and deployed resources to achieve planned and sustainable outcomes for taxpayers 
and local people".

The three sub criteria for assessment to be able to give a conclusion overall are:

•Informed decision making

•Sustainable resource deployment

•Working with partners and other third parties

Details of our risk assessment to determine our approach was set out in our Audit 
Plan. After consideration, no further risks were identified as a consequence of Covid-
19 pandemic. 

We will report our work in the Audit Findings Report and aim to give our Value For 
Money Conclusion by November 2020. 

The NAO consultation on a new Code of Audit Practice (the “Code”) has finished, 
and the new Code has completed its approval process in Parliament. It therefore 
came into force on 1 April 2020 for audit years 2020/21 and onwards. The new Code 
supersedes the Code of Audit Practice 2015, which was published by the National 
Audit Office (NAO) in April 2015.

The most significant change under the new Code is the introduction of an Auditor’s 
Annual Report, containing a commentary on arrangements to secure value for money 
and any associated recommendations. The NAO public consultation is now underway 
and runs until 2 September 2020. It can be accessed through the NAO website:

https://www.nao.org.uk/code-audit-practice/agn-03-vfm-consultation/
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Other areas
Certification of claims and returns
We certify the Council’s annual Housing Benefit Subsidy claim in accordance with 
procedures agreed with the Department for Work and Pensions (DwP). The 
certification work for the 2019/20 claim is underway and we plan to be able to 
complete our work by the original deadline of 30 November deadline. Although it 
should be noted that, in response to the impact of the Covid-19 pandemic, the DwP
has moved the reporting deadline back to 31 January 2021. We will report our findings 
to the Audit Committee in our Certification Letter in January 2021

We also certify the Council’s annual Pooling of Housing Capital Receipts return in 
accordance with procedures agreed with the Ministry of Housing, Communities & 
Local Government. (MHCLG). We have yet to receive from MHCLG guidance for the 
certification work for the 2019/20 return.

Meetings
We met with Finance Officers in May as part of our quarterly liaison meetings and 
continue to be in discussions with finance staff regarding emerging developments and 
to ensure the audit process is smooth and effective.

Events
We provide a range of publications to support the Council. 

Further details of the publications that may be of interest to the Council are set out in 
our Sector Update section of this report.

Progress at July 2020 (Cont.)

5
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Audit Deliverables

6

2019/20 Deliverables Planned Date Status

Fee Letter 

Confirming audit fee for 2019/20.

April 2019 Complete

Audit Plan

We are required to issue a detailed audit plan to the Governance Committee setting out our proposed approach 
in order to give an opinion on the Council’s 2019-20 financial statements and a Conclusion on the Council’s 
Value for Money arrangements.

July 2020 Complete

Audit Findings Report

The Audit Findings Report will be reported to the November Audit Committee.

November 2020 Not yet due

Auditors Report

This is the opinion on your financial statement, annual governance statement and value for money conclusion.

November 2020 Not yet due

Annual Audit Letter

This letter communicates the key issues arising from our work.

December 2020 Not yet due

29



© 2020 Grant Thornton UK LLP. Audit Progress Report and Sector Update | July 2020

Public

Councils continue to try to achieve greater 
efficiency in the delivery of public services, whilst 
facing the challenges to address rising demand, 
ongoing budget pressures and social inequality.

Our sector update provides you with an up to date summary of emerging 
national issues and developments to support you. We cover areas which 
may have an impact on your organisation, the wider local government 
sector and the public sector as a whole. Links are provided to the detailed 
report/briefing to allow you to delve further and find out more. 

Our public sector team at Grant Thornton also undertake research on 
service and technical issues. We will bring you the latest research 
publications in this update. We also include areas of potential interest to 
start conversations within the organisation and with audit committee 
members, as well as any accounting and regulatory updates. 

Sector Update

7

More information can be found on our dedicated public sector and local 
government sections on the Grant Thornton website by clicking links below:
https://www.grantthornton.co.uk/en/industries/public-sector/
https://www.grantthornton.co.uk/en/industries/public-sector/local-government/

• Grant Thornton Publications

• Insights from local  government sector 
specialists

• Reports of interest

• Accounting and regulatory updates

Public Sector
Local 

government
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In-depth insight into the impact of Covid-19 on 
financial reporting in the local government sector 
– Grant Thornton
In June Grant Thornton published a report to help officers and 
elected members identify points they should consider when 
assessing and reporting the impact of Covid-19 on their 
authority. Each authority will be impacted in different ways 
and will need to make their own assessment of the impact on 
their financial statements. However, the report identified some 
of the key challenges for the sector, along with the potential 
financial reporting and regulatory impact, to support preparers 
of local authority accounts navigate through some of these 
key issues. The report also included a number of useful links 
to other resources.

The report considered:

• Operational challenges and the related financial reporting/regulatory impact 

• Government support schemes – considering the accounting implications

• Significant financial reporting issues to consider

• Other sector issues and practicalities to consider

• Impact on audit work/external scrutiny process

• Engagement with experts

We shared the report with your officers and discussed relevant issues with them in a timely 
manner. 

The extraordinary events we are living through follow a decade of austerity, triggered by the 
financial crisis of 2008/09, which had already placed considerable strain on local authorities’ 
finances. Increased demand for many local public services, directly related to the outbreak of 
the virus, has placed immediate pressure on authorities’ cash flows and expenditure 
budgets. The longer-term consequences of recession and unemployment on demand for 
services have yet to be experienced.

At the same time, several important sources of local authority income including Council Tax, 
Nondomestic (business) rates, fees and charges, rents and investment returns have, to a 
greater or lesser extent, been subject to reduction or suspension. This perfect storm of 
conditions presents a real threat to the financial sustainability of the sector. Now, more than 
ever, strong political and executive leadership is needed to re-establish priorities, review 
strategies and medium-term financial plans and ensure that public funds are being used as 
efficiently and effectively as possible. A balance has to be struck between responding to the 
needs of residents and businesses in a timely manner, protecting the most vulnerable and 
ensuring appropriate measures and controls around financial management are in place to 
mitigate against future ‘financial shock’. In doing so, iterative scenario planning will help 
officers and elected members to take informed decisions at key stages, revisiting and 
revising plans along the way.

8
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Guide for Audit and Risk Committees on 
Financial Reporting and Management during 
COVID-19 – National Audit Office

In June the National Audit Office (NAO) published a guide 
that “aims to help audit and risk committee members 
discharge their responsibilities and to examine the impacts on 
their organisations of the COVID-19 outbreak. It is part of a 
programme of work undertaken by the NAO to support 
Parliament in its scrutiny of the UK government’s response to 
COVID-19.”
The NAO report notes “Audit and risk committees are integral to the scrutiny and challenge 
process. They advise boards and accounting officers on matters of financial accountability, 
assurance and governance, and can support organisations, providing expert challenge, 
helping organisations focus on what is important, and how best to manage risk.

Each organisation will have existing risk management processes in place, but risk appetite 
may have changed as a result of COVID-19, for the organisation to operate effectively and 
respond in a timely manner. This may result in a weakening of controls in some areas, 
increasing the likelihood of other risks occurring. Organisations will need to consider how 
long this change in risk appetite is sustainable for.”

The NAO comment “This guide aims to help audit and risk committee members discharge 
their responsibilities in several different areas, and to examine the impacts on their 
organisations of the COVID-19 outbreak, including on:

• annual reports;

• financial reporting;

• the control environment; and

• regularity of expenditure.

In each section of the guide we have set out some questions to help audit and risk 
committee members to understand and challenge activities. Each section can be used on its 
own, although we would recommend that audit and risk committee members consider the 
whole guide, as the questions in other sections may be interrelated. Each individual section 
has the questions at the end, but for ease of use all the questions are included in Appendix 
One.

The guide may also be used as organisations and audit and risk committees consider 
reporting in the 2020-21 period.”

9

The full report can be obtained from the NAO website:

https://www.nao.org.uk/report/guidance-for-audit-and-risk-committees-on-
financial-reporting-and-management-during-covid-19/
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Place-Based Growth - 'Unleashing counties’ role 
in levelling up England’ – Grant Thornton
In March Grant Thornton launched a new place-based growth 
report ‘Unleashing counties’ role in levelling up England. The 
report, produced in collaboration with the County Councils 
Network, provides evidence and insight into placed-based 
growth through the lens of county authority areas. It unpacks 
the role of county authorities in delivering growth over the 
past decade through: desk-based research, data analysis and 
case study consultations with 10 county authorities (Cheshire 
East, Cornwall, Durham, Essex, Hertfordshire, North 
Yorkshire, Nottinghamshire, Oxfordshire, Staffordshire, 
Surrey).
The report reveals:

• Growth, as measured by Gross Added Value (GAV), in county areas has lagged behind the 
rest of the country by 2.6% over the last five years. GVA in the 36 county areas has grown 
by 14.1% between 2014 and 2018, compared to 16.7% for the rest of England.

• In total, 25 of these counties have grown at a rate slower than the rest of the country. The 
research finds no north-south divide, as the county areas experiencing  some of the smallest 
economic growth are Herefordshire (5.3%), Oxfordshire (5.6%) and Cumbria (8.2%), 
Gloucestershire (9.2%), and Wiltshire (9.7%) – showing that one size fits all policies will not 
work.

• Some 30 of the 36 county authority areas have workplace productivity levels below the 
England average. At the same time, counties have witnesses sluggish business growth, with 
county authorities averaging 7.9% growth over the last five years – almost half of that of the 
rest of the country’s figure of 15.1% over the period 2014 to 2019.

To address these regional disparities in growth and local powers, the report’s key 
recommendations include:

• Rather than a focus on the ‘north-side divide’, government economic and investment 
assessments should identify those places where the economic ‘gap’ is greatest – Either to 
the national average or between different places –and focus investment decisions on closing 
that gap and levelling up local economies.

• The devolution white paper must consider how devolution of powers to county authorities 
could assist in levelling-up the country. This should include devolving significant budgets and 
powers down to councils, shaped around existing county authorities and local leadership but 
recognising the additional complexity in two-tier local authority areas and whether structural 
changes are required.

• Growth boards should be established in every county authority area. As part of this a 
statutory duty should be placed on county authorities to convene and coordinate key 
stakeholders (which could include neighbouring authorities). These growth boards should be 
governed by a national framework which would cover the agreed ‘building blocks’ for growth 
– powers, governance, funding and capacity.

• Planning responsibilities should be reviewed with responsibility for strategic planning given 
to county authorities. In line with the recently published final report of the Building Better, 
Building Beautiful Commission, the government should consider how county authorities, 
along with neighbouring unitary authorities within the county boundary, could take a more 
material role in the strategic and spatial planning process.

10

The full report can be obtained from the Grant 
Thornton website:

https://www.grantthornton.co.uk/en/insights/unle
ashing-counties-role-in-levelling-up-england/

• The National Infrastructure Commission should 
ensure greater consideration of the 
infrastructure requirements in non-metropolitan 
areas. Their national infrastructure assessments 
could consider how better investment in 
infrastructure outside metropolitan areas could 
link to wider growth-related matters that would 
help to level up the economy across the country.
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Public

CIPFA – Financial Scrutiny Practice Guide

Produced by the Centre for Public Scrutiny (CfPS) and 
CIPFA, this guide provides guidance to councils and 
councillors in England on how they might best integrate an 
awareness of council finances into the way that overview and 
scrutiny works.
The impact of the COVID-19 pandemic on council finances, uncertainty regarding the 
delayed fair funding review and future operations for social care – on top of a decade of 
progressively more significant financial constraints – has placed local government in a 
hugely challenging position. 

For the foreseeable future, council budgeting will be even more about the language of 
priorities and difficult choices than ever before. 

This guide suggests ways to move budget and finance scrutiny beyond set-piece scrutiny 
‘events’ in December and quarterly financial performance scorecards being reported to 
committee. Effective financial scrutiny is one of the few ways that councils can assure 
themselves that their budget is robust and sustainable, and that it intelligently takes into 
account the needs of residents.

Scrutiny can provide an independent perspective, drawing directly on the insights of local 
people, and can challenge assumptions and preconceptions. It can also provide a 
mechanism to ensure an understanding tough choices that councils are now making.

This paper has been published as the local government sector is seeking to manage the 
unique set of financial circumstances arising from the COVID-19 pandemic. This has 
resulted, through the Coronavirus Act 2020 and other legislation, in changes to local 
authorities’ formal duties around financial systems and procedures.

The approaches set out in this guide reflect CfPS and CIPFA’s thinking on scrutiny’s role on 
financial matters as things stand, but the preparation for the 2021/22 budget might look 
different. CfPS has produced a separate guide to assist scrutineers in understanding 
financial matters during the pandemic

11

The full report can be obtained from 
CIPFA’s website:

https://www.cipfa.org/policy-and-
guidance/reports/financial-scrutiny-
practice-guide
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Public

Future Procurement and Market Supply Options 
Review – Public Sector Audit Appointments

Public Sector Audit Appointments (PSAA) has commissioned 
an independent review of the sustainability of the local 
government audit market. The review was undertaken by an 
independent consultancy, Touchstone Renard. 
PSAA note that the report “draws on the views of audit firms active in the local authority 
market as well as others that are not. In doing so it identifies a number of distinctive 
challenges in the current local audit market. In particular it highlights the unprecedented 
scrutiny and significant regulatory pressure on the auditing profession; the challenges of a 
demanding timetable which expects publication of audited accounts by 31 July each year; 
and the impact of austerity on local public bodies and its effect on both the complexity of the 
issues auditors face and the capacity of local finance teams”. 

Key findings in the report include:

• A lack of experienced local authority auditors as the main threat to the future 
sustainability of the market.

• It will be difficult to bring the non-approved firms into the market.

• Of the nine approved firms, only five have current contracts with PSAA.

• Almost all of the approved firms have reservations about remaining in the market.

• Firms perceive that that their risks have increased since bids were submitted for the 
current contracts.

• The timing of local audits is problematic. 

Key issues for the next procurement round include:

• Number of lots and lot sizes.

• Lot composition.

• Length of contracts.

• Price:quality ratio.

The report notes that “PSAA will need to balance the views of the firms with wider 
considerations including the needs of audited bodies and the requirement to appoint an 
auditor to every individual body opting in to its collective scheme”.

12

The full report can be obtained from the PSAA website:

https://www.psaa.co.uk/wp-content/uploads/2020/03/PSAA-Future-
Procurement-and-Market-Supply-Options-Review.pdf
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Subject: TREASURY MANAGEMENT QUARTER THREE REPORT 2019/20 

Meeting and Date: Governance Committee – 30 July 2020 

Report of: Helen Lamb – Head of Finance and Housing 

Portfolio Holder: Councillor Stephen Manion – Portfolio Holder for Finance and 
Governance 

Decision Type: Non-Key Decision 

Classification: Unrestricted 

Purpose of the report: To provide details of the Council's treasury management for the 
quarter ended 31 December 2020 (Q3) and an update of activity to 
date. 

Recommendation: That the report is received. 

 

1. Summary 

1.1 The Council's investment return for the period to December was 3.03% (annualised), 

which outperformed the benchmark1 by 2.37%.  The total forecast interest and 

dividends income for the year £1,678k, which is £146k less than the original budget 

estimate of £1,824k.  This reduction is due to deciding not investing anything further in 

pooled investment funds. 

1.2 The Council has remained within its Treasury Management guidelines and has 
complied with the Prudential Code guidelines during the period.  

2. Introduction and Background 

2.1 CIPFA (the Chartered Institute of Public Finance and Accountancy) issued the revised 
Code of Practice for Treasury Management in November 2011; it recommends that 
members should be updated on treasury management activities at least twice a year, 
but preferably quarterly. This report therefore ensures this council is implementing best 
practice in accordance with the Code. 

2.2 Council adopted the 2019/20 Treasury Management Strategy (TMS) on 6th March 
2019 as part of the 2019/20 Budget and Medium-Term Financial Plan. 

2.3 In order to comply with the CIPFA code referred to above, a brief summary is provided 
below, and Appendix 1 contains a full report from the Council's Treasury Management 
Advisors, Arlingclose.  

2.4 Members are asked to note that in order to minimise the resource requirements in 
producing this report, Arlingclose's report has been taken verbatim. Treasury advisors 
generally use a more journalistic style than is used by our officers, but in order to avoid 
changing the meaning or sense of Arlingclose's work, this has not been edited out. 

                                                
1 The "benchmark" is the interest rate against which performance is assessed. DDC use the 3 month London Inter-Bank Bid Rate or LIBID, as its 

benchmark, which was 0.67 at the end of the quarter. 
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3. Economic Background  

3.1 The report attached (Appendix 1) contains information up to the end of December 
2019; since then we have received the following update from Arlingclose (in italics).  
Please note that any of their references to quarters are based on calendar years: 

“Main points since December: 

 

i. The medium-term global economic outlook is exceedingly weak. While containment 

measures taken by national governments in response to coronavirus (COVID-19) are 

being eased, it is likely to be some time before demand recovers to pre-crisis levels 

due to rises in unemployment, the on-going need for virus control measures and the 

impact on consumer/business confidence.  

 

ii. The global central bank and government responses have been significant and will act 

to support the recovery when it occurs, by keeping financial conditions stable and 

many businesses solvent/employees employed than would otherwise have been the 

case. The economic bounce in the second half of the year will be significant, as 

businesses currently dormant begin production/supply services once more.  

 

iii. However, the scale of the economic shock to demand and the probable on-going 

social distancing measures necessary before a vaccine is produced will mean that 

the subsequent pace of recovery is limited. Early signs of this are evident in the 

Chinese data, although the impact may be even more significant for Western 

economies that tend to be more reliant on the hard-hit services sector and have now 

experienced an even greater virus impact. 

 

iv. This situation will result in central banks maintaining low interest rates for the medium 

term. In the UK, Bank Rate is therefore likely to remain at low levels for a very long 

time, with a distinct possibility of being cut to zero. Following fence-sitting by MPC 

members, money markets have taken the unprecedented step of pricing in a chance 

of negative Bank Rate.  

 

v. Longer-term yields will also remain depressed, anchored by low central bank policy 

rates and inflation expectations. There is a chance yields may follow a slightly 

different path in the medium term, depending on investor perceptions of growth and 

inflation.  

 

vi. Arlingclose expects Bank Rate to remain at the current 0.10% level. 

 

vii. We expect additional monetary loosening in the near future (possibly the next 

meeting), most likely through further financial asset purchases. While our central 

case for Bank Rate is no change, we cannot rule out further cuts to Bank Rate to 

zero or even into negative territory.  

 

viii. Gilt yields will remain very low in the medium term. Shorter term gilt yields are 

currently negative and will remain around zero or below until either the Bank 

expressly rules out negative Bank Rate or growth prospects improve.  
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4. Annual Investment Strategy 

4.1 The investment portfolio, as at the end of December 2019, is attached at Appendix 2.  
Total balances held for investment and cash-flow purposes were £55.4m, decreasing 
to £51m at the end of February (see Appendix 4). The increase reflects normal 
cash-flow fluctuations arising from the timing of 'major preceptor' payments, which are 
made over twelve months, while the Council Tax receipts that fund them typically come 
in over the ten months to January and then decline.   

4.2 As at 31 December 2019, the Council's investment portfolio totalled £50m an increase 
of £2m (see Appendix 2).  Cashflow funds were higher than anticipated (£5.4m at 31 
December 2019). A further £2m has been investing in the KAMES Capital pooled 
investment fund in the quarter.  

4.3 Cashflow funds have since decreased (to £1m at 29 February 2020) due to normal 
cashflow fluctuations. Short term borrowing will be used to cover fluctuations in the 
cash flow requirements as needed, instead of holding excess funds in call accounts. 

5. New Borrowing 

5.1 The Council's borrowing portfolio is attached at Appendix 3. At the end of December 
2019, the Council had £12 million in short term loans with other Local Authorities as 
part of the Council’s strategic cash management objectives.  

6. Debt Rescheduling 

6.1 At this time, it is not considered of benefit to the Council to undertake any further 
rescheduling of its long-term debt. 

7. Compliance with Treasury and Prudential Limits 

7.1 The Council has operated within the Prudential Indicators in compliance with the 
Council's Treasury Management Practices. 

8. Appendices 

Appendix 1 – Arlingclose Treasury Management Report for Quarter Three 2019/20 

Appendix 2 – Investment portfolio as at 30 December2019 

Appendix 3 – Borrowing portfolio as at 30 December 2019 

Appendix 4 – Investment portfolio as at 29 February 2020 

9. Background Papers 

 Medium Term Financial Plan 2019/20 – 2022/23  

 Contact Officer:  Dani Loxton, extension 2285 
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APPENDIX 1 

 

Treasury Management Report Q3 2019/20 

Introduction   

 
In March 2012 the Authority adopted the Chartered Institute of Public Finance and Accountancy’s 

Treasury Management in the Public Services: Code of Practice (the CIPFA Code) which requires the 

Authority to approve treasury management semi-annual and annual reports. This quarterly report 

provides an additional update. 

The Authority’s treasury management strategy for 2019/20 was approved at a meeting on 6th March 

2019. The Authority has borrowed and invested substantial sums of money and is therefore exposed 

to financial risks including the loss of invested funds and the revenue effect of changing interest 

rates.  The successful identification, monitoring and control of risk remains central to the 

Authority’s treasury management strategy. 

The 2017 Prudential Code includes a requirement for local authorities to provide a Capital Strategy, 

a summary document approved by full Council covering capital expenditure and financing, treasury 

management and non-treasury investments. The Authority’s Capital Strategy, complying with 

CIPFA’s requirement, was approved by full Council on 6th March 2019. 

External Context 

 

Economic background: The headline rate of UK Consumer Price Inflation remained unchanged in 

November 2019 at 1.5% year-on-year, the same as October 2019, as accommodation services and 

transport continued to pull the level of inflation below the Bank of England target of 2%. Labour 

market data remained positive. The ILO unemployment rate continued to hold at historic lows at 

3.8%, its lowest level since 1975. The 3-month average annual growth rate for pay excluding bonuses 

rose to 3.5% in November 2019 providing some evidence that a shortage of labour is supporting 

wages.  However, adjusting for inflation this means real wages were only up by 0.9%. 

 

The Quarterly National Accounts for Q3 GDP showed the UK economy expanded by 0.4% following 

the 0.2% contraction in Q1. Construction rebounded by 1.2%, reversing the fall of the same 

magnitude in the previous quarter, while growth in the services sector was up 0.5%, beating the 

0.1% gain in Q2.  Production increased by a more modest 0.1% and agriculture fell 0.1%.  On an 

annual basis, GDP growth continued to fall further below its trend rate, slipping to 1.1% from 1.2%. 

 
Politics continued to play a major role in financial markets over the period as the UK’s progress 

negotiating its exit from the European Union together with its future trading arrangements has 

driven volatility, particularly in foreign exchange markets. Following the General Election in 

December, the new government will now progress with achieving Brexit on 31st January 2020, but 

the subsequent limited Brexit transitionary period, which the government is seeking to enforce, 

will result in continuing economic uncertainty. 

The Bank of England maintained Bank Rate to 0.75% in December following a 7-2 vote by the 

Monetary Policy Committee. Despite keeping rates on hold, MPC members did confirm that if Brexit 

uncertainty drags on or global growth fails to recover, they are prepared to cut interest rates as 

required. Moreover, the downward revisions to some of the growth projections in the Monetary 

Policy Report (formerly the Quarterly Inflation Report) suggest the Committee may now be less 

convinced of the need to increase rates even if there is a Brexit deal. 

The fallout from the US-China trade war continued and is likely to drag on global growth in 2020, 

however it has been reported that Phase I of the deal will be signed at the White House on 15 th 

January. The US economy continued to perform relatively well compared to other developed 
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nations; however, the Federal Reserve started to unwind its monetary tightening through 2019. The 

Fed has cut rates three times to 1.5% - 1.75%, to stimulate growth as GDP continued to slow. 

Slow economic growth in Europe continued and Christine Lagarde took control as the head of the 

European Central Bank. In her first announcement as ECB chief, Ms Lagarde confirmed that the 

bank would continue to provide the monetary support needed to bring euro area inflation back 

towards target. 

Financial markets: Financial markets adopted a more risk-on approach over the quarter as equities 

rallied in expectation of ongoing monetary stimulus from central banks.  The Dow Jones ended the 

2019 calendar year up 22%, while the FTSE 100 and FTSE 250 jumped on the UK general election 

result with the former gaining 12% during 2019 and the latter around 25%. 

 

Gilt yields remained volatile over the period.  From 0.28% at the end of September, the 5-year 

benchmark gilt rose to 0.60% by the end of December. There were rises in the 10-year and 20-year 

gilts over the same period, with the former climbing from 0.48% to 0.82% and the latter from 0.88% 

to 1.24%.  1-month, 3-month and 12-month SONIA (Sterling Overnight Index Average) bid rates 

averaged 0.63%, 0.76% and 0.93% respectively over the period. 
 

The US yield curve returned to ‘normal’ over the period with 2-year ending 2019 at 1.56% and the 

10-year at 1.91%.  German bunds continued to remain firmly negative with the 10-year ending 2019 

at -0.19% with 2 and 5-year securities ending at -0.61% and -0.46% respectively. 

 

Credit background: Credit Default Swap (CDS) spreads fell over the quarter. Non-ringfenced bank 

NatWest Markets plc CDS fell to 50 basis points at the end of December from over 80bp in 

September, while for the ringfenced entity, National Westminster Bank plc, the spread fell to 

around 30bp.  The other main UK banks, as yet not separated into ringfenced and non-ringfenced 

from a CDS perspective, traded between 29 and 50bp at the end of the quarter. 

 

Fitch affirmed the UK’s AA sovereign rating, removed it from Rating Watch Negative (RWN) and 

assigned a negative outlook.  Fitch then affirmed UK banks’ long-term ratings, removed the RWN 

and assigned a stable outlook.  Standard & Poor’s also affirmed the UK sovereign AA rating and 

revised the outlook to stable from negative. 

 

Moody’s revised HSBC Bank’s outlook to negative from stable as it expects restructuring costs to 

negatively impact net income over the next year or two. 

 

The Bank of England announced its latest stress tests results for the main seven UK banking groups. 

All seven passed on both a common equity Tier 1 (CET1) ratio and a leverage ratio basis.  Under 

the test scenario the banks’ aggregate level of CET1 capital would remain twice their level before 

the 2008 financial crisis. 

 

Local Context 

 
On 31st March 2019, the Authority had net borrowing of £52m arising from its revenue and capital 

income and expenditure. The underlying need to borrow for capital purposes is measured by the 

Capital Financing Requirement (CFR), while usable reserves and working capital are the underlying 

resources available for investment. These factors are summarised in Table 1 below. 
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Table 1: Balance Sheet Summary 

 
31.3.19 
Actual 
£000 

General Fund CFR 57,865 

HRA CFR 71,912 

Total CFR  129,777 

    Less: Usable reserves (69,514) 

    Less: Working capital (7,951) 

Net borrowing  52,312 

 

The Authority pursued its strategy of keeping borrowing and investments below their underlying 

levels, sometimes known as internal borrowing, in order to reduce risk and keep interest costs low.  

 

The treasury management position at 31st December 2019 and the change during the year is shown 

in Table 2 below. 

 

Table 2: Treasury Management Summary 

 
31.3.19 
Balance 

£000 

Movement 
£000 

31.12.19 
Balance 

£000 

31.12.19 
Rate 

% 

Long-term borrowing 

Short-term borrowing  

77,999 

25,794 

 

(10,638) 

77,999 

15,156 

 

 

Total borrowing 103,793  91,155 3.36% 

Long-term investments 

Short-term investments 

Cash and cash equivalents 

47,496 

4 

3,981 

2,504 

1 

1,379 

50,000 

5 

5,360 

 

 

 

Total investments 51,481 3,884 55,365 3.03% 

Net borrowing  (52,312)  (35,790)  

 

£11.5m of short term borrowing repaid since 31.3.19 and £1.1m repayment made to the HRA self-

financing loan in September. The long term investments are valued at their fair value at 31.3.19 

for accounting purposes; the adjustment of £504k is added back to the investments for 30.3.19; an 

additional £2m was invested in pooled investment funds on the 16.12.19. The increase in cash and 

cash equivalents is due to normal cash flow fluctuations.  

 
Borrowing Strategy during the period 
 
On 9th October 2019 the PWLB raised the cost of certainty rate borrowing by 1% to 1.8% above UK 

gilt yields as HM Treasury was concerned about the overall level of local authority debt. PWLB 

borrowing remains available but the margin of 180bp above gilt yields appears relatively very 

expensive.  Market alternatives are currently available and new products will be developed; 

however, the financial strength of individual authorities will be scrutinised by investors and 

commercial lenders.    
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Short-term “local to local” funding is available at around Bank Rate of 0.75% and 1-year money 

around 1.1%.  

 

At 31st December 2019 the Authority held £91.5m of loans, a decrease of £10.6m 31st March 2019, 

as part of its strategy for funding previous years’ capital programmes.  Outstanding loans on 31st 

December 2019 are summarised in Table 3 below. 

 

Table 3: Borrowing Position 

 
31.3.19 
Balance 

£000 

Net 
Movement 

£000 

31.12.19 
Balance 

£000 

31.12.19 
Weighted 
Average 

Rate 
% 

Public Works Loan Board 80,293 (1,138) 79,155 3.36% 

Local authorities (short-term) 23,500 (11,500) 12,000 0.84% 

Total borrowing 103,793  91,155  

 

The Authority’s chief objective when borrowing has been to strike an appropriately low risk balance 

between securing low interest costs and achieving cost certainty over the period for which funds 

are required, with flexibility to renegotiate loans should the Authority’s long-term plans change 

being a secondary objective.  

 
 

In keeping with these objectives, no new borrowing was undertaken in the quarter. This 

strategy enabled the Authority to reduce net borrowing costs (despite foregone investment 

income) and reduce overall treasury risk. 

 

With short-term interest rates remaining much lower than long-term rates, the Authority 

considered it to be more cost effective in the near term to use internal resources or borrowed 

rolling temporary / short-term loans instead.   

 

The Authority has an increasing CFR due to the capital programme and an estimated borrowing 

requirement as determined by the Liability Benchmark which also takes into account usable 

reserves and working capital.  

Treasury Investment Activity  
 
The Authority holds significant invested funds, representing income received in advance of 

expenditure plus balances and reserves held.  During the year, the Authority’s investment balances 

ranged between £48.1 and £56.2 million due to timing differences between income and 

expenditure. The investment position is shown in table 4 below. 
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Table 4: Treasury Investment Position 

 
31.3.19 
Balance 

£000 

Net  
Movement 

£000 

31.12.19 
Balance 

£000 

31.12.19 
Income 
Return 

% 

Banks & building societies (unsecured) 347 3,209 3,556 0.18% 

Money Market Funds 3,638 (1,829) 1,809 0.71% 

Other Pooled Funds: 

- Short-dated bond funds 

- Strategic bond funds 

- Property funds 

- Multi asset income funds 

7,981 

7,908 

5,834 

25,773 

19 

92 

166 

2,227 

8,000 

8,000 

6,000 

28,000 

0.99% 

2.48% 

4.19% 

4% 

Other Pooled Funds Sub-Total 47,496 2,504 50,000  

Total investments 51,481 3,884 55,365  

 

Both the CIPFA Code and government guidance require the Authority to invest its funds prudently, 

and to have regard to the security and liquidity of its treasury investments before seeking the 

optimum rate of return, or yield.  The Authority’s objective when investing money is to strike an 

appropriate balance between risk and return, minimising the risk of incurring losses from defaults 

and the risk of receiving unsuitably low investment income. 

 

Given the increasing risk and low returns from short-term unsecured bank investments, the 

Authority has diversified into more secure and/or higher yielding asset classes as shown in table 4 

above. £50m that is available for longer-term investment was moved from bank and building society 

deposits in pooled investment funds rather than bank or building society deposits. As a result, 

investment risk was diversified.  

 

The progression of risk and return metrics are shown in the extracts from Arlingclose’s quarterly 

investment benchmarking in Table 5 below. 

 
Table 5: Investment Benchmarking – Treasury investments managed in-house  

 
Credit 
Score 

Credit 
Rating 

Bail-in 
Exposure 

Weighted 
Average 
Maturity 
(days) 

Rate of 
Return 

% 

31.03.2019 

31.12.2019 

4.86 
4.98 

AA- 
A+ 

100% 
100% 

1 
1 

 
3.19 
3.16 

 

Similar LAs 

All LAs 

4.11 

4.11 

AA- 

AA- 

63% 

60% 

62 

28 

1.75 

1.43 

 

£50m of the Authority’s investments are held in externally managed strategic pooled funds where 

short-term security and liquidity are lesser considerations, and the objectives instead are regular 

revenue income and long-term price stability. These funds generated an average total return of 

6.69%, comprising a 3.46% income return which is used to support services in year, and 3.23% of 

capital growth.  
 

Because these funds have no defined maturity date, but are available for withdrawal after a notice 

period, their performance and continued suitability in meeting the Authority’s investment 
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objectives are regularly reviewed. Strategic fund investments are made in the knowledge that 

capital values will move both up and down on months, quarters and even years; but with the 

confidence that over a three- to five-year period total returns will exceed cash interest rates. In 

light of their performance and the Authority’s latest cash flow forecasts, investment in these funds 

has been increased by £2m.   

 
Readiness for Brexit: Following the vote in parliament in favour of Prime Minister Boris Johnson’s 

Brexit Withdrawal Agreement Bill, the UK is fully expected to leave the EU on the scheduled leave 

date of 31st January 2020 and enter into a post-Brexit transition period. The bill would also ban an 

extension to this transition period which means if a trade deal cannot be reached by 31st December 

2020 the UK would then be forced to trade with the EU under a no-deal scenario.  As this new leave 

date approaches, the Authority will ensure there are enough accounts open with UK-domiciled 

banks and Money Market Funds to hold sufficient liquidity and that its Debt Management Account 

Deposit Facility (DMADF) remains available for use in an emergency.   

 

In November 2019 the Welsh Government published new Statutory Guidance on Local Government 

Investments to be effective from the 2020/21 financial year. This involves a complete re-write 

along the lines of the guidance issued last year by the Ministry of Housing, Communities and Local 

Government (MHCLG) for local authorities in England.  

 

The definition of investments is widened to include “all of the financial and non-financial assets a 

local authority has invested money into primarily or partially for the purpose of generating a surplus 

including investment property” providing it has been made using the power to invest contained in 

the Local Government Act 2003. In addition, loans to wholly-owned companies or associates, to a 

joint venture, or to a third party count as investments, irrespective of the purpose or legal power 

used. 

 
Non-Treasury Investments 
 
The definition of investments in CIPFA’s revised Treasury Management Code now covers all the 

financial assets of the Authority as well as other non-financial assets which the Authority holds 

primarily for financial return. This is replicated in the Investment Guidance issued by Ministry of 

Housing, Communities and Local Government’s (MHCLG) and Welsh Government, in which the 

definition of investments is further broadened to also include all such assets held partially for 

financial return.  

 

Following the approval of the Property Investment Strategy in November 2016, work continues to 

identify and progress suitable investments to deliver economic regeneration and to generate 

additional income streams for the future. Additionally, the Property Investment team continues to 

work on a number of residential developments both utilising DDC owned properties and land, as 

well as with external developers. 

  

In 2018/19 total income (rent and service charges) of £1.97m was received from the investments 

made to date, including B&Q, Whitfield Court, Castle Street, garages and shops.  Costs including 

management costs, minimum revenue provision and short term borrowing of £880k were incurred 

resulting in retained income for the General Fund of £1.1m.  These costs were £360k lower than 

the 2018/19 budget as no long term borrowing has yet been undertaken to fund the investments 

with the costs being covered by cash flow and short term borrowing as required.  This saving was 

transferred to earmarked reserves in 2018/19 to allow for possible future void periods and support 

further investment opportunities. 
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The 2019/20 budget includes a forecast of total income (rent and service charges) of £1.97m.  Costs 

including management costs, minimum revenue provision and term borrowing of £1.37m are 

forecast resulting in retained income for the General Fund of £600k. 

 

Treasury Performance  

The Authority measures the financial performance of its treasury management activities both in 

terms of its impact on the revenue budget and its relationship to benchmark interest rates, as 

shown in table 6 below. 

 

Table 6: Performance 

 
Actual 
£000 

Budget 
£000 

Over/ 
under 

Actual 
% 

Benchmark 
% 

Over/ 
under 

Interest Received 1,678 1,824 146 3.03 0.66 2.37 

Interest Payable 2,762 2,762 0 3.36 3.36 0 

 

Compliance  

 

The Chief Finance Officer reports that all treasury management activities undertaken during the 

quarter complied fully with the CIPFA Code of Practice and the Authority’s approved Treasury 

Management Strategy. Compliance with specific investment limits is demonstrated in table 7 below. 

 

Compliance with the authorised limit and operational boundary for external debt is demonstrated 

in table 7 below. 

 

Table 7: Debt Limits 

 

31.12.19 

Actual 

£m 

2019/20 
Operational 
Boundary 

£m 

2019/20 
Authorised 

Limit 

£m 

Complied? 

 

Borrowing 91.1 333 338.5  

 
Since the operational boundary is a management tool for in-year monitoring it is not significant if 

the operational boundary is breached on occasions due to variations in cash flow, and this is not 

counted as a compliance failure.  

 

Table 8: Investment Limits 

 
31.12.19 

Actual 

2019/20 

Limit 

Complied? 

 

Any single organisation, except the UK 
Government 

<£1m 
£8m per 

bank 
 

Any group of organisations under the same 
ownership 

0 
£16m per 

group 
 

Negotiable instruments held in a broker’s nominee 
account 

0 £15m  

UK Government 0 Unlimited  

Unsecured investments with building societies 0 £8m  

Pooled Investment Funds £50m 
£10m per 

fund 
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Operational bank £3.5m £20m  

Money Market Funds £1.8m 
£10m per 

fund 
 

 

Treasury Management Indicators 

 

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

indicators. 

 

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

the value-weighted average credit rating of its investment portfolio.  This is calculated by applying 

a score to each investment (AAA=1, AA+=2, etc.) and taking the arithmetic average, weighted by 

the size of each investment. Unrated investments are assigned a score based on their perceived 

risk. 

 

 
31.12.19 

Actual 
2019/20 
Target 

Complied? 

Portfolio average credit rating 4.98 6  

 

Liquidity: The Authority has adopted a voluntary measure of its exposure to liquidity risk by 

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

period, without additional borrowing.  

 

 
31.12.19 

Actual 
 

2019/20 
Target 

 
Complied? 

Total cash available within 3 months £5.4m £8m  

 
Interest Rate Exposures: This indicator is set to control the Authority’s exposure to interest rate 

risk.  The upper limits on the one-year revenue impact of a 1% rise or fall in interests was:  

 

Interest rate risk indicator 
31.12.19 

Actual 
£000 

2019/20 
Limit 
£000 

Complied? 

Upper limit on one-year revenue impact of a 1% 
rise in interest rates 

554 600  

Upper limit on one-year revenue impact of a 1% 
fall in interest rates 

554 600  

 
 
The impact of a change in interest rates is calculated on the assumption that maturing loans and 

investment will be replaced at current rates. 

 

Maturity Structure of Borrowing: This indicator is set to control the Authority’s exposure to 

refinancing risk. The upper and lower limits on the maturity structure of all borrowing were: 

 

 
31.12.19 

Actual 
£m 

Upper 
Limit 

Lower 
Limit 

Complied? 

Under 12 months 13.2 25% 0%  

12 months and within 24 months 3.5 50% 0%  
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24 months and within 5 years 7.7 50% 0%  

5 years and within 10 years 15.5 100% 0%  

10 years and above  51.2 100% 0%  

 

Time periods start on the first day of each financial year.  The maturity date of borrowing is the 

earliest date on which the lender can demand repayment.   

 

Principal Sums Invested for Periods Longer than a year: The purpose of this indicator is to control 

the Authority’s exposure to the risk of incurring losses by seeking early repayment of its 

investments.  The limits on the long-term principal sum invested to final maturities beyond the 

period end were: 

 

 2019/20 2020/21 2021/22 

Actual principal invested beyond year end 0 0 0 

Limit on principal invested beyond year end £30m £30m £30m 

Complied?    

 

 

Outlook for the remainder of 2019/20 

 

The global economy continues to slow on the back of ongoing geopolitical issues, primarily the 

trade policy stance of the US and its spat with China.  However, it has been reported that Phase I 

of a trade deal between the two countries will be signed on 15th January 2020. 

 

The UK economy continues to slow due to both post-Brexit uncertainty and the downturn in global 

activity. In response, global and UK interest rate expectations have eased. Central bank actions 

and geopolitical risks will continue to produce significant volatility in financial markets over the 

period, including bond markets. 

 

Parliament passed Prime Minister Boris Johnson’s Withdrawal Agreement Bill and the UK will now 

exit the EU on 31st January 2020. The bill also rules out an extension to the transition period for 

agreeing a trade deal which means a no-deal Brexit cannot be entirely ruled out for 2020. 

 

Our treasury advisor Arlingclose expects Bank Rate to remain at 0.75% for the foreseeable future 

but there remain substantial risks to this forecast, dependant on Brexit/trade deal outcomes as 

well as the evolution of the global economy. Arlingclose also expects gilt yields to remain at low 

levels for the foreseeable future and judges the risks to be weighted to the downside. 
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In-house as at 31/12/19 APPENDIX 2

Organisation Issue Date Book cost Market yield % Government Options available

Sovereign Debt rating

In-house investments - Long Term

CCLA Property investment Fund 30/06/17 3,000,000 4.36% UK - Gov 'AA' 5 Years +

CCLA Property investment Fund 31/07/17 3,000,000 4.37% UK - Gov 'AA' 5 Years +

Investec Diversified Income Fund 15/12/17 6,000,000 4.57% UK - Gov 'AA' 5 Years +

Columbia Threadneedle Strategic Bond Fund 15/12/17 6,000,000 4.42% UK - Gov 'AA' 5 Years +

Payden and Rygel 28/02/18 8,000,000 0.85% UK - Gov 'AA' 2 Years +

Investec Diversified Income Fund 01/08/18 2,000,000 4.57% UK - Gov 'AA' 5 Years +

Investec Diversified Income Fund 03/09/18 2,000,000 4.57% UK - Gov 'AA' 5 Years +

CCLA Diversified Income Fund 20/09/18 8,000,000 3.06% UK - Gov 'AA' 5 Years +

Columbia Threadneedle Strategic Bond Fund 13/12/18 2,000,000 3.23% UK - Gov 'AA' 5 Years +

Kames Diversified Monthly Income Fund 28/02/19 8,000,000 5.00% UK - Gov 'AA' 5 Years +

Kames Diversified Monthly Income Fund 16/12/19 2,000,000 5.00% UK - Gov 'AA' 5 Years +

50,000,000

50,000,000 Total Portfolio

Cashflow: Rate

Call Accounts/MMF (as at 31/12/19)
Global Treasury Fund (Goldman Sachs Money Market Fund) 516,106 0.67%

Standard Life Investments (Money Market Fund) 1,293,000 0.74%

Natwest SIBA 3,516,130 0.20%

Santander 503 0.05%

Bank of Scotland 5,026 0.65%

HSBC Business Acc 0 0.00%

Barclays 34,314 0.00%

Total Cash flow 5,365,078

Total Portfolio and Cashflow55,365,078
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Dover District Council Borrowing - 2019/20 APPENDIX 3

Interest Date Loan Date Loan Repayment Loan Principal Interest Principal Principal Interest Lender Type of loan

Type Taken Matures Dates Number Balance Rate To Be Repaid Balance Payable

Out 01-Apr-19 % 2019/20 31-Mar-20 2019/20

Long Term Borrowing

Fixed 02/10/97 02/10/57 APR-OCT 479961 1,000,000 6.75 1,000,000 67,500 PWLB Principal due on Maturity

Fixed 28/05/97 28/05/57 MAY-NOV 479542 2,000,000 7.38 2,000,000 147,500 PWLB Principal due on Maturity

Fixed 23/08/46 23/06/26 JUNE-DEC 131582 290 2.50 45 245 7 PWLB Equal Instalment of Principal (EIP)

Fixed 27/09/46 27/06/26 JUNE-DEC 131583 54 2.50 8 45 1 PWLB Equal Instalment of Principal (EIP)

Fixed 16/11/01 30/09/26 SEPT-MAR 486237 1,000,000 4.75 1,000,000 47,500 PWLB Principal due on Maturity

Fixed 26/03/12 26/03/42 SEPT-MAR 499853 76,291,758 3.18 2,293,822 73,997,937 2,407,986 PWLB Annuity (HRA Financing)

80,292,102 2,293,875 77,998,227 2,670,494

Short Term Borrowing

Fixed 01/11/19 04/02/20 On Maturity 0 0.82 6,000,000 0 12,805 Middlesbrough Council Short term loan for Strategic cash flow purposes

Fixed 01/11/19 05/02/20 On Maturity 0 0.82 6,000,000 0 12,940 Middlesbrough Council Short term loan for Strategic cash flow purposes

Fixed 24/02/20 31/03/20 On Maturity 0 0.82 2,000,000 0 1,677 Essex County Council Short term loan for Strategic cash flow purposes

0 14,000,000 0 27,422 Sub-total

Fixed 01/05/12 01/11/27 MAY-NOV 69,676 0.00 8,710 60,966 0 Lawn Tennis Association Interest free 

80,361,778 2,302,584 78,059,194 2,697,917
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In-house as at 29/02/20 APPENDIX 4

Organisation Issue Date Book cost Market yield Government Options available

In-house investments - Long Term

CCLA Property investment Fund 30/06/17 3,000,000 4.36% UK - Gov 'AA' 5 Years +

CCLA Property investment Fund 31/07/17 3,000,000 4.37% UK - Gov 'AA' 5 Years +

Investec Diversified Income Fund 15/12/17 6,000,000 5.09% UK - Gov 'AA' 5 Years +

Columbia Threadneedle Strategic Bond Fund 15/12/17 6,000,000 4.74% UK - Gov 'AA' 5 Years +

Payden and Rygel 28/02/18 8,000,000 0.97% UK - Gov 'AA' 2 Years +

Investec Diversified Income Fund 01/08/18 2,000,000 5.09% UK - Gov 'AA' 5 Years +

Investec Diversified Income Fund 03/09/18 2,000,000 5.09% UK - Gov 'AA' 5 Years +

CCLA Diversified Income Fund 20/09/18 8,000,000 3.85% UK - Gov 'AA' 5 Years +

Columbia Threadneedle Strategic Bond Fund 13/12/18 2,000,000 4.74% UK - Gov 'AA' 5 Years +

Kames Diversified Monthly Income Fund 28/02/19 8,000,000 5.00% UK - Gov 'AA' 5 Years +

Kames Diversified Monthly Income Fund 16/12/19 2,000,000 5.000 UK - Gov 'AA' 5 Years +

50,000,000

50,000,000 Total Portfolio

Cashflow:

Call Accounts/MMF (as at 29/02/20) Rate

Global Treasury Fund (Goldman Sachs Money Market Fund) 113,106 0.67%

Standard Life Investments (Money Market Fund) 93,000 0.74%

Natwest SIBA 749,796 0.20%

Santander 503 0.05%

Bank of Scotland (BOS) 5,026 0.65%

HSBC Business Acc 0 0.00%

Barclays 34,374 0.00%

Total Cash flow 995,803
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Subject: TREASURY MANAGEMENT YEAR END REPORT 2019/20 

Meeting and Date: Governance Committee – 30 July 2020 

Report of: Helen Lamb – Head of Finance and Housing 

Portfolio Holder: Councillor Stephen Manion – Portfolio Holder for Finance and 
Governance 

Decision Type: Non-Key Decision 

Classification: Unrestricted 

Purpose of the report: To provide details of the Council's treasury management for the 
quarter ended 31 March 2020 (Q4) and an update of activity to date. 

Recommendation: That the report is received. 

 

1. Summary 

1.1 The Council's investment return for the period to March was 2.97% (annualised), which 

outperformed the benchmark1 by 2.34%.  The total forecast interest and dividends 

income for the year £1,710k, which is £114k less than the original budget estimate of 

£1,824k.  This reduction is due to postponing the additional investment in pooled 

investment funds until December 2019. 

1.2 The Council remained within the majority of its Treasury Management guidelines and 
complied with the Prudential Code guidelines during the period. The only exception 
was the limit on short term borrowing which was exceeded at the end of March due to 
retaining additional cashflow funds whilst assessing the potential cashflow impact of 
the Coronavirus lockdown.  

2. Introduction and Background 

2.1 CIPFA (the Chartered Institute of Public Finance and Accountancy) issued the revised 
Code of Practice for Treasury Management in November 2011; it recommends that 
members should be updated on treasury management activities at least twice a year, 
but preferably quarterly. This report therefore ensures this council is implementing best 
practice in accordance with the Code. 

2.2 Council adopted the 2019/20 Treasury Management Strategy (TMS) on 6th March 
2019 as part of the 2019/20 Budget and Medium-Term Financial Plan. 

2.3 In order to comply with the CIPFA code referred to above, a brief summary is provided 
below, and Appendix 1 contains a full report from the Council's Treasury Management 
Advisors, Arlingclose.  

2.4 Members are asked to note that in order to minimise the resource requirements in 
producing this report, Arlingclose's report has been taken verbatim. Treasury advisors 

                                                
1 The "benchmark" is the interest rate against which performance is assessed. DDC use the 3 month London Inter-Bank Bid Rate or LIBID, as its 

benchmark, which was 0.67 at the end of the quarter. 
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generally use a more journalistic style than is used by our officers, but in order to avoid 
changing the meaning or sense of Arlingclose's work, this has not been edited out. 

3. Economic Background  

3.1 The report attached (Appendix 1) contains information up to the end of March 2020; 
since then we have received the following update from Arlingclose (in italics).  Please 
note that any of their references to quarters are based on calendar years: 

“Main points since March: 

i. The medium-term global economic outlook is exceedingly weak. While containment 

measures taken by national governments in response to coronavirus (COVID-19) are 

being eased, it is likely to be some time before demand recovers to pre-crisis levels 

due to increased unemployment, the on-going need for virus control measures and 

the impact on consumer/business confidence. 

ii. The global central bank and government responses have been significant and will 

act to support the recovery when it occurs, by keeping financial conditions stable 

and many businesses solvent/employees employed than would otherwise have 

been the case. The economic bounce in the second half of the year could be 

significant, as businesses currently dormant begin production/supply services once 

more. 

iii. However, the scale of the economic shock to demand and the probable on-going 

social distancing measures necessary before/if a vaccine is produced will mean 

that the subsequent pace of recovery is limited. Early signs of this are evident in 

recent UK monthly GDP data for May, which showed a lower than expected 1.8% 

rise, following April’s 20% fall. The UK economy’s reliance on the hard-hit services 

sector dampens the outlook. 

iv. This situation will result in central banks maintaining low interest rates for the 

medium term. In the UK, Bank Rate is therefore likely to remain at low levels for a 

very long time, with a distinct possibility of being cut to zero. Following fence-sitting 

by MPC members, money markets have priced in a more significant chance of 

negative Bank Rate. 

v. Longer-term yields will also remain depressed, anchored by low central bank policy 

rates, expectations for potentially even lower rates and insipid inflation 

expectations. There is a chance yields may follow a slightly different path in the 

medium term, depending on investor perceptions of growth and inflation. 

vi. Arlingclose expects Bank Rate to remain at the current 0.10% level. 

vii. We expect additional monetary loosening in the future, most likely through further 

financial asset purchases. While our central case for Bank Rate is no change, we 

cannot rule out further cuts to Bank Rate to zero or even into negative territory. 

viii. Gilt yields will remain very low in the medium term. Shorter term gilt yields are 

currently negative and will remain around zero or below until either the Bank 

expressly rules out negative Bank Rate or growth prospects improve. 

ix. Downside risks remain in the near term, as households and businesses react to an 

unprecedented set of economic circumstances. 
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4. Annual Investment Strategy 

4.1 The investment portfolio, as at the end of March 2020, is attached at Appendix 2.  Total 
balances held for investment and cash-flow purposes were £60.2m, increasing to 
£72.5m at the end of June (see Appendix 4). The increase reflects normal cashflow 
fluctuations arising from the timing of 'major preceptor' payments, which are made over 
twelve months, while the Council Tax receipts that fund them typically come in over 
the ten months to January and then decline.   

4.2 As at 31 March 2020, the Council's investment portfolio totalled £50m (see 
Appendix 2).  Cashflow funds were higher than anticipated (£10.2m at 31 March 2020).  

4.3 Cashflow funds have since increased (to £22.5m at 30 June 2020) due to normal 
cashflow fluctuations. Short term borrowing will be used to cover fluctuations in the 
cash flow requirements as needed, instead of holding excess funds in call accounts. 

5. New Borrowing 

5.1 The Council's borrowing portfolio is attached at Appendix 3. At the end of March 2020, 
the Council had £29 million in short term loans with other Local Authorities as part of 
the Council’s strategic cash management objectives.  

6. Debt Rescheduling 

6.1 At this time, it is not considered of benefit to the Council to undertake any further 
rescheduling of its long-term debt. 

7. Compliance with Treasury and Prudential Limits 

7.1 The Council has operated within the Prudential Indicators in compliance with the 
Council's Treasury Management Practices. 

8. Appendices 

Appendix 1 – Arlingclose Treasury Management Report for Year End 2019/20 

Appendix 2 – Investment portfolio as at 31 March 2020 

Appendix 3 – Borrowing portfolio as at 31 March 2020 

Appendix 4 – Investment portfolio as at 29 February 2020 

9. Background Papers 

 Medium Term Financial Plan 2019/20 – 2022/23  

  

Contact Officer:  Dani Loxton, extension 2285 
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APPENDIX 1 

 

Treasury Management Q4 Outturn Report 2019/20 

Introduction   

 
In March 2012 the Authority adopted the Chartered Institute of Public Finance and Accountancy’s 

Treasury Management in the Public Services: Code of Practice (the CIPFA Code) which requires the 

Authority to approve treasury management semi-annual and annual reports.  

The Authority’s treasury management strategy for 2019/20 was approved at a meeting on 6th March 

2019. The Authority has borrowed and invested substantial sums of money and is therefore exposed 

to financial risks including the loss of invested funds and the revenue effect of changing interest 

rates. The successful identification, monitoring and control of risk remains central to the 

Authority’s treasury management strategy. 

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

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

Practice 2017 Edition (the CIPFA Code) which requires the Authority to approve a treasury 

management strategy before the start of each financial year and, as a minimum, a semi-annual and 

annual treasury outturn report. This report fulfils the Authority’s legal obligation under the Local 

Government Act 2003 to have regard to the CIPFA Code. 

The 2017 Prudential Code includes a requirement for local authorities to provide a Capital Strategy, 

a summary document approved by full Council covering capital expenditure and financing, treasury 

management and non-treasury investments. The Authority’s Capital Strategy, complying with 

CIPFA’s requirement, was approved by full Council on 6th March 2019. 

External Context 

 
Economic background: The UK’s exit from the European Union and future trading arrangements, 

had remained one of major influences on the UK economy and sentiment during 2019/20. The 29th 

March 2019 Brexit deadline was extended to 12th April, then to 31st October and finally to 31st 

January 2020. Politics played a major role in financial markets over the period as the UK’s tenuous 

progress negotiating its exit from the European Union together with its future trading arrangements 

drove volatility, particularly in foreign exchange markets. The outcome of December’s General 

Election removed a lot of the uncertainty and looked set to provide a ‘bounce’ to confidence and 

activity. 

The headline rate of UK Consumer Price Inflation UK Consumer Price Inflation fell to 1.7% y/y in 

February, below the Bank of England’s target of 2%. Labour market data remained positive. The 

ILO unemployment rate was 3.9% in the three months to January 2020 while the employment rate 

hit a record high of 76.5%. The average annual growth rate for pay excluding bonuses was 3.1% in 

January 2020 and the same when bonuses were included, providing some evidence that a shortage 

of labour had been supporting wages.  

 
GDP growth in Q4 2019 was reported as flat by the Office for National Statistics and service sector 

growth slowed and production and construction activity contracted on the back of what at the time 

were concerns over the impact of global trade tensions on economic activity. The annual rate of 

GDP growth remained below-trend at 1.1%. 

Then coronavirus swiftly changed everything. COVID-19, which had first appeared in China in 

December 2019, started spreading across the globe causing plummeting sentiment and falls in 

financial markets not seen since the Global Financial Crisis as part of a flight to quality into 

sovereign debt and other perceived ‘safe’ assets. 
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In response to the spread of the virus and sharp increase in those infected, the government enforced 

lockdowns, central banks and governments around the world cut interest rates and introduced 

massive stimulus packages in an attempt to reduce some of the negative economic impact to 

domestic and global growth. 

The Bank of England, which had held policy rates steady at 0.75% through most of 2019/20, moved 

in March to cut rates to 0.25% from 0.75% and then swiftly thereafter brought them down further 

to the record low of 0.1%. In conjunction with these cuts, the UK government introduced a number 

of measures to help businesses and households impacted by a series of ever-tightening social 

restrictions, culminating in pretty much the entire lockdown of the UK. 

The US economy grew at an annualised rate of 2.1% in Q4 2019. After escalating trade wars and a 

protracted standoff, the signing of Phase 1 of the trade agreement between the US and China in 

January was initially positive for both economies, but COVID-19 severely impacted sentiment and 

production in both countries. Against a slowing economic outlook, the US Federal Reserve began 

cutting rates in August. Following a series of five cuts, the largest of which were in March 2020, 

the Fed Funds rate fell from of 2.5% to range of 0% - 0.25%. The US government also unleashed a 

raft of COVID-19 related measures and support for its economy including a $2 trillion fiscal stimulus 

package. With interest rates already on (or below) the floor, the European Central Bank held its 

base rate at 0% and deposit rate at -0.5%. 

Financial markets: Financial markets sold off sharply as the impact from the coronavirus worsened. 

After starting positively in 2020, the FTSE 100 fell over 30% at its worst point with stock markets in 

other countries seeing similar huge falls. In March sterling touch its lowest level against the dollar 

since 1985. The measures implemented by central banks and governments helped restore some 

confidence and financial markets have rebounded in recent weeks but remain extremely volatile. 

The flight to quality caused gilts yields to fall substantially. The 5-year benchmark falling from 

0.75% in April 2019 to 0.26% on 31st March. The 10-year benchmark yield fell from 1% to 0.4%, the 

20-year benchmark yield from 1.47% to 0.76% over the same period. 1-month, 3-month and 12-

month bid rates averaged 0.61%, 0.72% and 0.88% respectively over the period. 

Since the start of the calendar 2020, the yield on 2-year US treasuries had fallen from 1.573% to 

0.20% and from 1.877% to 0.61% for 10-year treasuries. German bund yields remain negative. 

Credit review: In Q4 2019 Fitch affirmed the UK’s AA sovereign rating, removed it from Rating 

Watch Negative (RWN) and assigned a negative outlook. Fitch then affirmed UK banks’ long-term 

ratings, removed the RWN and assigned a stable outlook. Standard & Poor’s also affirmed the UK 

sovereign AA rating and revised the outlook to stable from negative. The Bank of England announced 

its latest stress tests results for the main seven UK banking groups. All seven passed on both a 

common equity Tier 1 (CET1) ratio and a leverage ratio basis. Under the test scenario the banks’ 

aggregate level of CET1 capital would remain twice their level before the 2008 financial crisis. 

 

After remaining flat in January and February and between a range of 30-55bps, Credit Default Swap 

spreads rose sharply in March as the potential impact of the coronavirus on bank balance sheets 

gave cause for concern. Spreads declined in late March and through to mid-April but remain above 

their initial 2020 levels. NatWest Markets Plc (non-ringfenced) remains the highest at 128bps and 

National Westminster Bank Plc (ringfenced) still the lowest at 56bps. The other main UK banks are 

between 65bps and 123bps, with the latter being the thinly traded and volatile Santander UK CDS. 

While the UK and Non-UK banks on the Arlingclose counterparty list remain in a strong and well-

capitalised position, the duration advice on all these banks was cut to 35 days in mid-March. 

Fitch downgraded the UK sovereign rating to AA- in March which was followed by a number of 

actions on UK and Non-UK banks. This included revising the outlook on all banks on the counterparty 

list to negative, with the exception of Barclays Bank, Rabobank, Handelsbanken and Nordea Bank 

which were placed on Rating Watch Negative, as well as cutting Close Brothers long-term rating to 
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A-. Having revised their outlooks to negative, Fitch upgraded the long-term ratings on Canadian 

and German banks but downgraded the long-term ratings for Australian banks. HSBC Bank and HSBC 

UK Bank, however, had their long-term ratings increased by Fitch to AA-. 

Local Context 

 
On 31st March 2019, the Authority had net borrowing of £52m arising from its revenue and capital 

income and expenditure. The underlying need to borrow for capital purposes is measured by the 

Capital Financing Requirement (CFR), while usable reserves and working capital are the underlying 

resources available for investment. These factors are summarised in Table 1 below. 

 
Table 1: Balance Sheet Summary 

 
31.3.19 
Actual 
£000 

General Fund CFR 57,685 

HRA CFR  71,912 

Total CFR  129,777 

    Less: Usable reserves (69,514) 

    Less: Working capital (7,951) 

Net borrowing  52,312 

* finance leases, PFI liabilities and transferred debt that form part of the Authority’s total debt 
 

The Authority pursued its strategy of keeping borrowing and investments below their underlying 

levels, sometimes known as internal borrowing, in order to reduce risk and keep interest costs low.  

The treasury management position at 31st March 2020 and the change during the year is shown in 

Table 2 below. 

 

Table 2: Treasury Management Summary 

 
31.3.19 
Balance 

£000 

Movement 
£000 

31.3.20 
Balance 

£000 

31.3.20 
Rate 

% 

Long-term borrowing 

Short-term borrowing  

77,999 

25,794 

(2,367) 

5,573 

75,632 

31,367 
 

Total borrowing 103,793 3,206 106,999 3.36 

Long-term investments 

Short-term investments 

Cash and cash equivalents 

47,496 

4 

3,981 

(2,020) 

0 

6,673 

45,476 

4 

10,624 

 

 

 

Total investments 51,481 4,623 56,104 2.97 

Net borrowing  (52,312)    

 

An additional £29m of short-term borrowing taken out in March to support cash flow management 

over the financial year end considering the coronavirus pandemic and subsequent lockdown of the 

country. 

 

The fair value of the pool investment funds was £2m lower than the previous year due to the impact 

of the pandemic on the underlying assets in the funds, particularly equities.   
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The increase £6.6m of cash and cash equivalents is due to the additional short term borrowing 

taken out and extra funding received from central government late in March as part of its 

emergency coronavirus funding package. 

 
Borrowing Update 
 
On 9th October 2019 the PWLB raised the cost of certainty rate borrowing by 1% to 1.8% above UK 

gilt yields as HM Treasury was concerned about the overall level of local authority debt. PWLB 

borrowing remains available but the margin of 180bp above gilt yields appears relatively very 

expensive. Market alternatives are available and new products will be developed; however, the 

financial strength of individual authorities will be scrutinised by investors and commercial lenders.  

 

The Chancellor’s March 2020 Budget statement included significant changes to Public Works Loan 

Board (PWLB) policy and launched a wide-ranging consultation on the PWLB’s future direction. 

Announcements included a reduction in the margin on new HRA loans to 0.80% above equivalent 

gilt yields the value of this discount is 1% below the rate at which the authority usually borrows 

from the PWLB), available from 12th March 2020 and £1.15bn of additional “infrastructure rate” 

funding at gilt yields plus 0.60% to support specific local authority infrastructure projects for 

England, Scotland and Wales for which there is a bidding process.   

 

The consultation titled “Future Lending Terms” represents a frank, open and inclusive invitation, 

allowing key stakeholders to contribute to developing a system whereby PWLB loans can be made 

available at improved margins to support qualifying projects. It contains proposals on allowing 

authorities that are not involved in “debt for yield” activity to borrow at lower rates as well as 

stopping local authorities using PWLB loans to buy commercial assets primarily for yield without 

impeding their ability to pursue their core policy objectives of service delivery, housing, and 

regeneration. The consultation also broaches the possibility of slowing, or stopping, individual 

authorities from borrowing large sums in specific circumstances. 

The consultation closes on 4th June 2020 with implementation of the new lending terms expected 

in the latter part of this calendar year or financial year beginning 2021/22. 

Borrowing strategy 

At 31st March 2020 the Authority held £107m of loans, an increase of £3.2m 31st March 2019, as part 

of its strategy for funding previous years’ capital programmes. Outstanding loans on 31st March are 

summarised in Table 3 below. 

 

Table 3: Borrowing Position 

 
31.3.19 
Balance 

£000 

Net 
Movement 

£000 

31.3.20 
Balance 

£000 

31.3.20 
Weighted 
Average 

Rate 
% 

Public Works Loan Board 80,293 (2,294) 77,999 3.36 

Local authorities (short-term) 23,500 5,500 29,000 0.90 

Total borrowing 103,793 3,206 106,999  

 

The Authority’s chief objective when borrowing has been to strike an appropriately low risk balance 

between securing low interest costs and achieving cost certainty over the period for which funds 

are required, with flexibility to renegotiate loans should the Authority’s long-term plans change 

being a secondary objective.  
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In keeping with these objectives, no new long term borrowing was undertaken during the year. This 

strategy enabled the Authority to reduce net borrowing costs (despite foregone investment income) 

and reduce overall treasury risk. 

 

With short-term interest rates remaining much lower than long-term rates, the Authority 

considered it more cost effective in the near term to use internal resources or borrowed rolling 

temporary / short-term loans instead. The net movement in temporary / short-term loans is shown 

in table 3 above.  

 

The Authority has an increasing CFR due to the capital programme and an estimated borrowing 

requirement as determined by the Liability Benchmark which also takes into account usable 

reserves and working capital.  

 

Treasury Investment Activity  
 
The Authority holds significant invested funds, representing income received in advance of 

expenditure plus balances and reserves held. During the year, the Authority’s investment balances 

ranged between £48.1 and £60.2 million due to timing differences between income and 

expenditure. The investment position is shown in table 4 below. 

 

Table 4: Treasury Investment Position 

 
31.3.19 
Balance 

£000 

Net  
Movement 

£000 

31.3.20 
Balance 

£000 

31.3.20 
Income 
Return 

% 

Banks & building societies (unsecured) 347 5,747 6,094 0.18% 

Money Market Funds 3,638 896 4,534 0.36% 

Other Pooled Funds: 

- Short-dated bond funds 

- Strategic bond funds 

- Property funds 

- Multi asset income funds 

 

7,981 

7,908 

5,834 

25,773 

 

(120) 

(434) 

(209) 

(1,257) 

 

7,861 

7,474 

5,625 

24,516 

 

0.97% 

2.45% 

4.19% 

4.27% 

Other Pooled Funds Sub-Total 47,496 (2,020) 45,476  

Total investments 51,481 4,623 56,104  

 

Both the CIPFA Code and government guidance require the Authority to invest its funds prudently, 

and to have regard to the security and liquidity of its treasury investments before seeking the 

optimum rate of return, or yield. The Authority’s objective when investing money is to strike an 

appropriate balance between risk and return, minimising the risk of incurring losses from defaults 

and the risk of receiving unsuitably low investment income. 

 

Given the increasing risk and low returns from short-term unsecured bank investments, the 

Authority has diversified into more secure and/or higher yielding asset classes as shown in table 4 

above. £50m that is available for longer-term investment was moved from bank and building society 

deposits into pooled investment funds. As a result, investment risk was diversified. 

 

The fair value of the pool investment funds was £2m lower than the previous year due to the impact 

of the pandemic on the underlying assets in the funds, particularly equities.   

The progression of risk and return metrics are shown in the extracts from Arlingclose’s quarterly 

investment benchmarking in Table 5 below. 
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Table 5: Investment Benchmarking – Treasury investments managed in-house  

 
Credit 
Score 

Credit 
Rating 

Bail-in 
Exposure 

Weighted 
Average 
Maturity 
(days) 

Rate of 
Return 

% 

31.03.2019 

31.03.2020 

4.86 
4.88 

AA- 
A+ 

100% 
100% 

1 
1 

3.19 
2.75 

Similar LAs 

All LAs 

3.95 

4.03 

AA- 

AA- 

59% 

56% 

14 

14 

1.55% 

1.23% 

 

£50m of the Authority’s investments are held in externally managed strategic pooled funds where 

short-term security and liquidity are lesser considerations, and the objectives instead are regular 

revenue income and long-term price stability. These funds generated an average total return of -

4.57%, comprising a 3.32% income return which is used to support services in year, and -7.89% of 

unrealised capital loss.  

 

In a relatively short period since the onset of the COVID-19 pandemic, the global economic fallout 

was sharp and large. Market reaction was extreme with large falls in equities, corporate bond 

markets and, to some extent, real estate echoing lockdown-induced paralysis and the uncharted 

challenges for governments, businesses and individuals. Volatility measured by the VIX index was 

almost as high as during the global financial crisis of 2008/9 and evidenced in plummeting equity 

prices and the widening of corporate bond spreads, very close to rivalling those twelve years ago. 

Gilt yields fell but credit spreads widened markedly reflecting the sharp deterioration in economic 

and credit conditions associated with a sudden stagnation in economies, so corporate bonds yields 

(comprised of the gilt yield plus the credit spread) rose and prices therefore fell.  

  

The Authority is invested in bond, multi-asset and property funds. The falls in the capital values of 

the underlying assets were reflected in the 31st March fund valuations with every fund registering 

negative capital returns over 12 months to March. Several March-end dividend details are awaited, 

but early calculations suggest that, despite decent income returns in 2019-20, these funds will post 

negative total return over the one-year period due to the capital component of total returns.  

 

The Authority is using the alternative fair value through profit and loss (FVPL) accounting and must 

defer the funds’ fair value losses to the Pooled Investment Fund Adjustment Account until 2023/24. 

 

Because these funds have no defined maturity date, but are available for withdrawal after a notice 

period, their performance and continued suitability in meeting the Authority’s investment 

objectives is regularly reviewed. Strategic fund investments are made in the knowledge that capital 

values will move both up and down on months, quarters and even years; but with the confidence 

that over a three to five-year period total returns will exceed cash interest rates. In light of their 

performance over the medium- / long-term and the Authority’s latest cash flow forecasts, 

investment in these funds has been maintained.   

 

The definition of investments is widened to include “all of the financial and non-financial assets a 

local authority has invested money into primarily or partially for the purpose of generating a surplus 

including investment property” providing it has been made using the power to invest contained in 

the Local Government Act 2003. In addition, loans to wholly-owned companies or associates, to a 

joint venture, or to a third party count as investments, irrespective of the purpose or legal power 

used. 

 
 
Non-Treasury Investments 
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The definition of investments in CIPFA’s revised Treasury Management Code now covers all the 

financial assets of the Authority as well as other non-financial assets which the Authority holds 

primarily for financial return. This is replicated in the Investment Guidance issued by Ministry of 

Housing, Communities and Local Government’s (MHCLG) and Welsh Government, in which the 

definition of investments is further broadened to also include all such assets held partially for 

financial return.  

 

Following the approval of the Property Investment Strategy in November 2016, work continues to 

identify and progress suitable investments to deliver economic regeneration and to generate 

additional income streams for the future. Additionally, the Property Investment team continues to 

work on a number of residential developments both utilising DDC owned properties and land, as 

well as with external developers. 

  

In 2019/20 total income (rent and service charges) of £1.84m was received from the investments 

made to date, including B&Q, Whitfield Court, Castle Street, garages and shops.  Costs including 

management costs, minimum revenue provision and short term borrowing of £943k were incurred 

resulting in retained income for the General Fund of £0.90m.  These costs were lower than the 

2019/20 budget as no long term borrowing has yet been undertaken to fund the investments with 

the costs being covered by cash flow and short term borrowing as required.   

 

The 2020/21 budget includes a forecast of total income (rent and service charges) of £1.94m.  Costs 

including management costs, minimum revenue provision and long term borrowing of £1.30m are 

forecast resulting in retained income for the General Fund of £640k. 

 

Treasury Performance  

The Authority measures the financial performance of its treasury management activities both in 

terms of its impact on the revenue budget and its relationship to benchmark interest rates, as 

shown in table 6 below. 

 

Table 6: Performance 

 
Actual 
£000 

Budget 
£000 

Over/ 
under 

Actual 
% 

Benchmark 
% 

Over/ 
under 

Interest Received 1,710 1,824 114 2.97 0.63 2.34 

Interest Payable 2,672 2,762 0 3.36 3.36 0 

 

Compliance  

 

The Chief Finance Officer reports that all treasury management activities undertaken during the 

year complied fully with the CIPFA Code of Practice and the Authority’s approved Treasury 

Management Strategy. Compliance with specific investment limits is demonstrated in table 7 below. 

 

Compliance with the authorised limit and operational boundary for external debt is demonstrated 

in table 7 below. 

 

Table 7: Debt Limits 

 

31.3.20 

Actual 

£m 

2019/20 
Operational 
Boundary 

£m 

2019/20 
Authorised 

Limit 

£m 

Complied? 
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Borrowing 107 333 338.5  

 
Since the operational boundary is a management tool for in-year monitoring it is not significant if 

the operational boundary is breached on occasions due to variations in cash flow, and this is not 

counted as a compliance failure.  

 
 

Table 8: Investment Limits 

 
31.3.20 

Actual 

2019/20 

Limit 

Complied? 

 

Any single organisation, except the UK 
Government 

<£1m 
£8m per 

bank 
 

Any group of organisations under the same 
ownership 

0 
£16m per 

group 
 

Negotiable instruments held in a broker’s nominee 
account 

0 £15m  

UK Government 0 Unlimited  

Unsecured investments with building societies 0 £8m  

Pooled Investment Funds £45.5m 
£10m per 

fund 
 

Money Market Funds £4.5m 
£10m per 

fund 
 

Operational bank £5.6m £20m  

 

 

Treasury Management Indicators 

 

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

indicators. 

 

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

the value-weighted average credit rating of its investment portfolio. This is calculated by applying 

a score to each investment (AAA=1, AA+=2, etc.) and taking the arithmetic average, weighted by 

the size of each investment. Unrated investments are assigned a score based on their perceived 

risk. 

 

 
31.3.20 
Actual 

2019/20 
Target 

Complied? 

Portfolio average credit rating 4.88 6  

 

Liquidity: The Authority has adopted a voluntary measure of its exposure to liquidity risk by 

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

period, without additional borrowing.  

 

 
31.3.20 
Actual 

2019/20 
Target 

Complied? 

Total cash available within 3 months £10.6m £8m  

 
Interest Rate Exposures: This indicator is set to control the Authority’s exposure to interest rate 

risk. The upper limits on the one-year revenue impact of a 1% rise or fall in interests was:  
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Interest rate risk indicator 
31.3.20 
Actual 
£000 

2019/20 
Limit 
£000 

Complied? 

Upper limit on one-year revenue impact of a 1% 
rise in interest rates 

600 600  

Upper limit on one-year revenue impact of a 1% 
fall in interest rates 

600 600  

 
The impact of a change in interest rates is calculated on the assumption that maturing loans and 

investment will be replaced at current rates. 

 

Maturity Structure of Borrowing: This indicator is set to control the Authority’s exposure to 

refinancing risk. The upper and lower limits on the maturity structure of all borrowing were: 

 

 
31.3.20 
Actual 

£m 

Upper 
Limit 

Lower 
Limit 

Complied? 

Under 12 months 31.4 25% 0%  

12 months and within 24 months 3.7 50% 0%  

24 months and within 5 years 7.9 50% 0%  

5 years and within 10 years 16 100% 0%  

10 years and above  48 100% 0%  

 

Time periods start on the first day of each financial year. The maturity date of borrowing is the 

earliest date on which the lender can demand repayment. The indicator for under 12 months was 

breached at the end of March due to retaining additional cashflow funds whilst assessing the 

potential cashflow impact of the Coronavirus lockdown. 

 

Principal Sums Invested for Periods Longer than a year: The purpose of this indicator is to control 

the Authority’s exposure to the risk of incurring losses by seeking early repayment of its 

investments. The limits on the long-term principal sum invested to final maturities beyond the 

period end were: 

 

 2019/20 2020/21 2021/22 

Actual principal invested beyond year end 0 0 0 

Limit on principal invested beyond year end £30m £30m £30m 

Complied?    

 

Other 

 
IFRS 16: CIPFA/LASAAC has proposed delaying the implementation of the new IFRS 16 Leases 

accounting standard for a further year to 2021/22.  
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In-house as at 31/03/20 APPENDIX 2

Organisation Issue Date Book cost Market yield % Government Options available

Sovereign Debt rating

In-house investments - Long Term

CCLA Property investment Fund 30/06/17 3,000,000 4.19% UK - Gov 'AA' 5 Years +

CCLA Property investment Fund 31/07/17 3,000,000 4.19% UK - Gov 'AA' 5 Years +

Investec Diversified Income Fund 15/12/17 6,000,000 4.11% UK - Gov 'AA' 5 Years +

Columbia Threadneedle Strategic Bond Fund 15/12/17 6,000,000 2.45% UK - Gov 'AA' 5 Years +

Payden and Rygel 28/02/18 8,000,000 0.97% UK - Gov 'AA' 2 Years +

Investec Diversified Income Fund 01/08/18 2,000,000 4.11% UK - Gov 'AA' 5 Years +

Investec Diversified Income Fund 03/09/18 2,000,000 4.11% UK - Gov 'AA' 5 Years +

CCLA Diversified Income Fund 20/09/18 8,000,000 3.29% UK - Gov 'AA' 5 Years +

Columbia Threadneedle Strategic Bond Fund 13/12/18 2,000,000 2.45% UK - Gov 'AA' 5 Years +

Kames Diversified Monthly Income Fund 28/02/19 8,000,000 5.00% UK - Gov 'AA' 5 Years +

Kames Diversified Monthly Income Fund 16/12/19 2,000,000 5.00% UK - Gov 'AA' 5 Years +

50,000,000

50,000,000 Total Portfolio

Cashflow: Rate

Call Accounts/MMF (as at 31/03/20)
Global Treasury Fund (Goldman Sachs Money Market Fund) 4,499,106 0.27%

Standard Life Investments (Money Market Fund) 35,000 0.44%

Natwest SIBA 5,588,647 0.20%

Santander 503 0.05%

Bank of Scotland 5,033 0.65%

HSBC Business Acc 0 0.00%

Barclays 34,374 0.00%

Total Cash flow 10,162,663

Total Portfolio and Cashflow60,162,663
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Dover District Council Borrowing - 2019/20 APPENDIX 3

Interest Date Loan Date Loan Repayment Loan Principal Interest Principal Principal Interest Lender Type of loan

Type Taken Matures Dates Number Balance Rate To Be Repaid Balance Payable

Out 01-Apr-19 % 2019/20 31-Mar-20 2019/20

Long Term Borrowing

Fixed 02/10/97 02/10/57 APR-OCT 479961 1,000,000 6.75 1,000,000 67,500 PWLB Principal due on Maturity

Fixed 28/05/97 28/05/57 MAY-NOV 479542 2,000,000 7.38 2,000,000 147,500 PWLB Principal due on Maturity

Fixed 23/08/46 23/06/26 JUNE-DEC 131582 290 2.50 45 245 7 PWLB Equal Instalment of Principal (EIP)

Fixed 27/09/46 27/06/26 JUNE-DEC 131583 54 2.50 8 45 1 PWLB Equal Instalment of Principal (EIP)

Fixed 16/11/01 30/09/26 SEPT-MAR 486237 1,000,000 4.75 1,000,000 47,500 PWLB Principal due on Maturity

Fixed 26/03/12 26/03/42 SEPT-MAR 499853 76,291,758 3.18 2,293,822 73,997,937 2,407,986 PWLB Annuity (HRA Financing)

80,292,102 2,293,875 77,998,227 2,670,494

Short Term Borrowing

Fixed 04/02/20 04/05/20 On Maturity 0 0.85 6,000,000 0 12,805 Middlesbrough Council Short term loan for Strategic cash flow purposes

Fixed 05/02/20 06/04/20 On Maturity 0 0.82 6,000,000 0 12,940 Middlesbrough Council Short term loan for Strategic cash flow purposes

Fixed 24/02/20 31/03/20 On Maturity 0 0.85 2,000,000 0 1,677 Essex County Council Short term loan for Strategic cash flow purposes

Fixed 13/03/20 14/04/20 On Maturity 0 1.00 5,000,000 0 4,384 Warrington Brough Council Short term loan for Strategic cash flow purposes

Fixed 20/03/20 20/04/20 On Maturity 0 1.00 10,000,000 0 8,493 Warrington Brough Council Short term loan for Strategic cash flow purposes

0 29,000,000 0 40,299 Sub-total

Fixed 01/05/12 01/11/27 MAY-NOV 69,676 0.00 8,710 60,966 0 Lawn Tennis Association Interest free 

80,361,778 2,302,584 78,059,194 2,710,794
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In-house as at 30/06/20 APPENDIX 4

Organisation Issue Date Book cost Market yield Government Options available

In-house investments - Long Term

CCLA Property investment Fund 30/06/17 3,000,000 4.19% UK - Gov 'AA' 5 Years +

CCLA Property investment Fund 31/07/17 3,000,000 4.19% UK - Gov 'AA' 5 Years +

Investec Diversified Income Fund 15/12/17 6,000,000 4.11% UK - Gov 'AA' 5 Years +

Columbia Threadneedle Strategic Bond Fund 15/12/17 6,000,000 2.45% UK - Gov 'AA' 5 Years +

Payden and Rygel 28/02/18 8,000,000 0.97% UK - Gov 'AA' 2 Years +

Investec Diversified Income Fund 01/08/18 2,000,000 4.11% UK - Gov 'AA' 5 Years +

Investec Diversified Income Fund 03/09/18 2,000,000 4.11% UK - Gov 'AA' 5 Years +

CCLA Diversified Income Fund 20/09/18 8,000,000 3.29% UK - Gov 'AA' 5 Years +

Columbia Threadneedle Strategic Bond Fund 13/12/18 2,000,000 2.45% UK - Gov 'AA' 5 Years +

Kames Diversified Monthly Income Fund 28/02/19 8,000,000 5.00% UK - Gov 'AA' 5 Years +

Kames Diversified Monthly Income Fund 16/12/19 2,000,000 5.00% UK - Gov 'AA' 5 Years +

50,000,000

50,000,000 Total Portfolio

Cashflow:

Call Accounts/MMF (as at 30/06/20) Rate

Global Treasury Fund (Goldman Sachs Money Market Fund) 2,973,106 0.04%

Standard Life Investments (Money Market Fund) 10,000,000 0.25%

Natwest SIBA 4,543,835 0.01%

Santander 503 0.05%

Bank of Scotland (BOS) 5,036 0.10%

HSBC Business Acc 0 0.00%

Barclays 4,965,374 0.00%

Total Cash flow 22,487,854

66



Dover District Council 

Subject: REVIEW OF MEMBER CODE OF CONDUCT 
ARRANGEMENTS 

Meeting and Date: GOVERNANCE COMMITTEE – 30 JULY 2020 

Report of: MONITORING OFFICER 

Classification: UNRESTRICTED 

Purpose of the report: To update the Arrangements accompanying the Code of Conduct 
to reflect the decision to merge the functions of the Standards 
Committee into the functions of the Governance Committee 

Recommendation: That the revised arrangements set out in Appendix 1 be 
approved. 

 

1. Summary 

1.1 This report identifies the required changes that need to be made to the Arrangements 
accompanying the Code of Conduct.  

2. Introduction and Background 

2.1 Following an audit of the Members Code of Conduct and Standards arrangements 
several references to the former Standards Committee were identified in the 
Arrangements. These should instead refer to the Governance Committee following the 
decision of the full Council in May 2017 to transfer the functions of the Standards 
Committee to the Governance Committee.  

2.2 However, while the former Director of Governance was granted delegated authority by 
the full Council to make the textual changes in the Constitution, the arrangements that 
accompany the Code of Conduct do not form part of the Constitution and therefore are 
not covered by that delegation.  

3. Identification of Options 

3.1 Option 1: To approve the textual changes to the Annexes 1 and 3 of the Arrangements.  

3.2 Option 2: To not approve the textual changes to Annexes 1 and 3 of the Arrangements.  

4. Evaluation of Options 

4.1 Option 1 is the preferred option as it enables the efficient operation of the authority to 
continue in line with the changes made by the full Council to the governance structure. 

4.2 Option 2 is not the recommended option as it leaves the Arrangements at odds with 
the governance framework agreed by the full Council.  

5. Resource Implications 

5.1 There are no resource implications arising from this report other than a small number 
of printed copies of the documents made available to the public on request.   

6. Climate Change and Environmental Implications  

6.1 There are no climate change and environmental implications arising from the report. 
The documents are made primarily available electronically via the Council’s website 
with a small number of printed copies made available to the public on request.   
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7. Corporate Implications 

7.1 There are no corporate implications.   

8. Appendices 

Appendix 1 –   Revised Annex 1 (Procedure on Receipt of a Complaint) and Annex 3 
(Hearing Panel Procedure) 

 

9. Background Papers 

Code of Conduct for Members 

The Standards Committee Report – Council (17 May 2017) 

 

Contact Officer:  Rebecca Brough, Democratic Services Manager, 01304 872304 

68



March 2020 

 1 

ANNEX 1 

PROCEDURE ON RECEIPT OF A COMPLAINT 

 

1. Preliminary tests 

1.1 The complaint will be assessed by the Monitoring Officer in consultation with the 
Independent Person against the legal jurisdiction test in paragraph 1.2 and, if 
applicable, the local assessment criteria test in paragraph 1.4 below. 

1.2  Legal jurisdiction criteria test: 

(a)  Did the alleged conduct occur before the adoption of the Code of Conduct? 
(b) Was the person complained of a member of the District or Parish Council at 

the time of the alleged conduct? 
(c) Was the person complained of acting in an official capacity at the time of the 

alleged conduct? 
(d) Did the alleged conduct occur when the person complained of was acting as a 

member of another authority? 
(e) If the facts could be established as a matter of evidence, could the alleged 

conduct be capable of a breach of the Code of Conduct? 
(f) The complaint is about dissatisfaction with the District or Parish Council’s 

decisions, policies and priorities, etc. 

1.3 If the complaint fails one or more of the jurisdiction tests, no further action will be taken 
by the Monitoring Officer and the complaint will be rejected. The Complainant will be 
notified accordingly with reasons, normally within 30 working days {substitute preferred 
number of days} of receipt of the complaint by the Monitoring Officer.  There is no right 
of appeal against the Monitoring Officer’s decision.   

1.4  Local assessment criteria test: 

 If the complaint satisfies the jurisdiction test, the Monitoring Officer will then apply the 
following local assessment criteria test:  

(a) The complaint is a ‘repeat complaint’, unless supported by new or further 
evidence substantiating or indicating that the complaint is exceptionally serious 
or significant; 

(b) The complaint is anonymous, unless supported by independent documentary 
evidence substantiating or indicating that the complaint is exceptionally serious 
or significant; 

(c) No or insufficient information/evidence to substantiate the complaint has been 
submitted by the Complainant;  

(d) The complaint is malicious, trivial, politically motivated or ‘tit-for-tat’; 
(e) The Complainant is unreasonably persistent, malicious and/or vexatious; 
(f) The alleged misconduct happened more than 3 months ago; 
(g) The complaint is relatively minor and/or dealing with the complaint would have 

a disproportionate effect on both public money and officers’ and Members’ time; 
(h) The circumstances have changed so much that there would be little benefit 

arising from an investigation or other action;  
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(i) The complaint has been the subject of an investigation or other action and there 
is nothing more to be gained by further action being taken; 

(j) The complaint is such that it is unlikely that an investigation will be able to come 
to a firm conclusion on the matter, e.g. where there is no firm evidence on the 
matter; 

(k) The complaint is about a deceased person; 
(l) The complaint is about a person who is no longer a District or Parish Councillor 

or Co-opted Member. 

1.5 If one or more of the local assessment criteria applies to the complaint, no further 
action will be taken by the Monitoring Officer and the complaint will be rejected.  The 
Complainant will be notified accordingly with reasons, normally within 30 working days 
of receipt of the complaint by the Monitoring Officer.  There is no right of appeal against 
the Monitoring Officer’s decision.  

2. Notification of complaint to Subject Member 

2.1 Subject to any representations from the Complainant on confidentiality (see paragraph 
5 below), the Monitoring Officer will notify the Subject Member [and, if applicable, the 
Parish Clerk] of the complaint. 

2.2 The Monitoring Officer may invite the Subject Member [and, if applicable, the Parish 
Clerk] to submit initial views on the complaint, which will be taken into account by the 
Monitoring Officer when they decide how to deal with the complaint (see paragraph 4 
below).   

3. Asking for additional information 

3.1 The Monitoring Officer may ask the Complainant and the Subject Member [and, if 
applicable, the Parish Clerk] for additional information before deciding how to deal with 
the complaint. 

4. What process to apply - informal resolution or investigation and/or no action? 

4.1 The Monitoring Officer may at any stage seek to resolve the complaint informally in 
accordance with paragraph 6 below.  Where the Subject Member or the Monitoring 
Officer or the District or Parish Council make a reasonable offer of informal resolution, 
but the Complainant is not willing to accept this offer, the Monitoring Officer will take 
account of this in deciding whether the complaint merits formal investigation. 

4.2 The Monitoring Officer in consultation with the Independent Person may refer the 
complaint for investigation when: 

 (a) it is serious enough, if proven, to justify the range of sanctions available to the 
Governance Committee (see paragraph 5 of Annex 3 to these Arrangements); 

 (b) the Subject Member’s behaviour is part of a continuing pattern of less serious 
misconduct that is unreasonably disrupting the business of the District or Parish 
Council and there is no other avenue left to deal with it short of investigation. 
In considering this, the Monitoring Officer may take into account the time that 
has passed since the alleged conduct occurred.   
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4.3 Where the complaint is referred for investigation, the Monitoring Officer will appoint an 
Investigating Officer who will conduct the investigation in accordance with the 
procedure at Annex 2 to these Arrangements. 

4.4 If the complaint identifies potential criminal conduct or potential breach of other 
regulations by the Subject Member or any other person, the Complainant may be 
advised by the Monitoring Officer to report the complaint to the police or other 
prosecuting or regulatory authority.  Alternatively the Monitoring Officer will consider 
the complaint against the legal jurisdiction criteria test and if the complaint passes that 
test he may pass the complaint to the police.  Where a complainant has been advised 
to refer a matter to the police or the Monitoring Officer has referred the matter to the 
police the complaints process under these Arrangements will be suspended, pending 
a decision/action by the police or other prosecuting or regulatory authority.  Where the 
police or other prosecuting or regulatory authority decide to take no action on the 
complaint, the Monitoring Officer will lift the suspension and, in consultation with the 
Independent Person, will apply the local assessment criteria test in paragraph 1.4 
above. 

4.5 The Monitoring Officer in consultation with the Independent Person, will take no action 
on the complaint when one or more of the following apply: 

 (a) on-going criminal proceedings or a police investigation into the Subject 
Member’s conduct; 

 (b) investigation cannot be proceeded with, without investigating similar alleged 
conduct or needing to come to conclusions of fact about events which are also 
the subject of some other investigation or court proceedings; 

 (c) the investigation might prejudice another investigation or court proceedings; 

 (d) genuine long term (3 months or more) unavailability of a key party; 

 (e) serious illness of a key party. 

4.6 Normally within 60 working days of receipt of the complaint, the Monitoring Officer will 
notify the Complainant, Subject Member [and, if applicable, the Parish Clerk] of their 
decision and reasons for applying one of the following processes in the format of the 
Decision Notice template (appended to this Annex 2): 

 (a) not to refer the complaint for investigation; or 

 (b) to refer the complaint for investigation; or 

 (c) to apply the informal resolution process either before or after an investigation; 
or 

 (d) to refer the complaint to the relevant political group leader for action. 

4.7 There is no right of appeal against the Monitoring Officer’s decision.  However, in the 
event that the Complainant submits additional relevant information, the Monitoring 
Officer will consider and decide if the matter warrants further consideration under these 
Arrangements, in which case it shall be treated as a fresh complaint. 
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5. Confidentiality 

5.1 If the Complainant has asked for their identity to be withheld, this request will be 
considered by the Monitoring Officer in consultation with the Independent Person when 
they initially assess the complaint (see paragraph 1 above). 

5.2 As a matter of fairness and natural justice, the Subject Member will usually be told who 
the Complainant is and will also receive details of the complaint.  However, in 
exceptional circumstances, it may be appropriate to keep the Complainant’s identity 
confidential or not disclose details of the complaint to the Subject Member during the 
early stages of an investigation.  The Monitoring Officer may withhold the 
Complainant’s identity and/or details of the complaint if they are satisfied that there are 
reasonable grounds for believing that the Complainant or any other person (e.g. a 
witness): 

 (a) is either vulnerable or at risk of threat, harm or reprisal; 

 (b) may suffer intimidation or be victimised or harassed; 

 (c) works closely with the Subject Member and are afraid of the consequences, 
e.g. fear of losing their job; 

 (d) suffers from a serious health condition and there are medical risks associated 
with their identity being disclosed (medical evidence will need to be provided to 
substantiate this); 

 (e) may receive less favourable treatment because of the seniority of the person 
they are complaining about in terms of any existing District or Parish Council 
service provision or any tender/contract they may have with or are about to 
submit to the District or Parish Council. 

 OR where early disclosure of the complaint: 

 (a) may lead to evidence being compromised or destroyed; or 

 (b) may impede or prejudice the investigation; or 

 (c) would not be in the public interest. 

5.3 Relevant public interest factors favouring disclosure (not an exhaustive list) include: 

 (a) to facilitate transparency and ethical governance accountability: recognising 
that decision-making may be improved by constructive contributions from 
others; 

 (b) to raise public awareness: disclosing the complaint or part of it may inform the 
community about matters of general concern; 

 (c) justice to an individual: the balance of the public interest may favour disclosure 
of the complaint to the Subject Member when it may not be in the public interest 
to disclose it to the world at large; 
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 (d) bringing out in the open serious concerns about the behaviour/conduct of an 
individual. 

5.4 The Monitoring Officer, in consultation with the Independent Person, will balance 
whether the public interest in accepting the complaint outweighs the Complainant’s 
wish to have their identity (or that of another person) withheld from the Subject 
Member.  If the Monitoring Officer decides to refuse the Complainant’s request for 
confidentiality, they will offer the Complainant the option to withdraw their complaint.  
The Complainant will be notified of the Monitoring Officer’s decision, with reasons by 
the Monitoring Officer.  There is no right of appeal against the Monitoring Officer’s 
decision to refuse the Complainant’s request for confidentiality. 

6. Informal resolution 

6.1 The Monitoring Officer may, after consultation with the Independent Person, seek to 
resolve a complaint informally at any stage in the process, whether without the need 
for an investigation or before or after an investigation has been commenced or 
concluded.  In so doing, the Monitoring Officer will consult with the Complainant and 
the Subject Member to seek to agree what they consider to be a fair resolution, which 
will help to ensure higher standards of conduct for the future.   

6.2 Informal resolution may be the simplest and most cost effective way of resolving the 
complaint and may be appropriate where: 

(a) The Subject Member appears to have a poor understanding of the Code of 
Conduct and/or related District or Parish Council procedures; or 

(b) There appears to be a breakdown in the relationship between the Complainant 
and the Subject Member; or 

(c) The conduct complained of appears to be a symptom of wider underlying 
conflicts which, if unresolved, are likely to lead to lead to further misconduct or 
allegations of misconduct; or 

(d) The conduct complained of appears common to a number of members of the 
District or Parish Council, demonstrating a lack of awareness, experience or 
recognition of the particular provisions of the Code of Conduct and/or other 
District or Parish Council procedures, etc; or 

(e) The conduct complained of appears to the Monitoring Officer not to require a 
formal sanction; or 

(f) The complaint appears to reveal a lack of guidance, protocols and procedures 
within the District or Parish Council; or 

(g) The Complainant and the Subject Member are amenable to engaging in an 
informal resolution; or 

(h) The complaint consists of allegations and retaliatory allegations between 
councillors; or 

(i) The complaint consists of allegations about how formal meetings are 
conducted; or 

(j) The conduct complained of may be due to misleading, unclear or 
misunderstood advice from officers. 

6.3 Informal resolution may consist of one or more of the following actions, which do not 
have to be limited to the Subject Member, but may extend to other councillors including 
the whole District or Parish Council where it may be useful to address systemic 
behaviour: 

(a) training; 
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(b) conciliation/mediation; 
(c) mentoring; 
(d) apology; 
(e) instituting changes to the District or Parish Council’s procedures; 
(f) conflict management; 
(g) development of the District or Parish Council’s protocols; 
(h) other remedial action by the District or Parish Council; 
(i) other steps (other than investigation) if it appears appropriate to the Monitoring 

Officer in consultation with the Independent Person. 

6.4 If the Subject Member is agreeable to and complies with the informal resolution 
process, the Monitoring Officer will report the matter to the Governance Committee 
[and, if applicable, the Parish Council] for information, but will take no further action 
against the Subject Member.   

6.5 Where the Subject Member will not participate in the informal resolution process or if, 
having agreed to one or more actions under the informal resolution process, the 
Subject Member refuses or fails to carry out any agreed action, the Monitoring Officer 
will report the matter to the Governance Committee. 
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EXAMPLE TEMPLATE – COMPLAINT FORM 

 

Complaint Form 

 

 

 

 

 

 

 
Your Details 
 
1. Please provide us with your name and contact details. 
 

Title:       

First name:       

Last name:       

Address:       

Daytime telephone:       

Evening telephone:       

Mobile telephone:       

Email address:       

 
2. Please tell us which complainant type best describes you: 
 

 Member of the public 
   An elected or co-opted member of an authority 
   An appointed Independent Person for the purposes of the Localism Act 2011 
   Member of Parliament 
   Local authority Monitoring Officer 
   Other council officer or authority employee 
   Other (please give 

details) 
      

 
3. Please provide us with the name of the councillor(s) you believe has breached 

the Code of Conduct and the name of their authority: 
 

Title First name Last name Council or authority name 
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4. Please explain in this section what the councillor has done that you believe 

breaches the Code of Conduct. If you are complaining about more than one 
councillor you should clearly explain what each individual person has done that you 
believe breaches the Code of Conduct. 

 
 It is important that you provide all the information you wish to have taken into account 

by the Monitoring Officer when he (acting in consultation with the Independent 
Person) decides whether to take any action on your complaint.  For example: 

 

 You should be specific, wherever possible, about exactly what you are alleging 
the councillor said or did.  For instance, instead of writing that the councillor has 
conducted himself in a manner which could reasonably be regarded as bringing 
his  office or the Authority into disrepute  you, you should state what it was they 
said or did. 

 

 You should provide the dates of the alleged incidents wherever possible.  If you 
cannot provide exact dates it is important to give a general timeframe. 

 

 You should confirm whether there are any witnesses to the alleged conduct and 
provide their names and contact details if possible. 

 

 You should provide any relevant background information. 
 

Please provide us with the details of your complaint.  Continue on a separate sheet if 
there is not enough space on this form. 
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5. Only complete this next section if you are requesting that your identity is kept 

confidential.  Please see the notes in the accompanying leaflet "How to make a 
complaint". 

 
 There is a presumption that a copy of this form will be provided to the subject 

member of your complaint. If you wish to request that information relating to your 
identity is kept confidential and withheld from the subject please complete the box 
below.  

 

Please provide us with details of why you believe we should withhold your name 
and/or the details of your complaint: 
 
      

 
 
 
 
 
Signed:  

 
Date:       

 
 
 
 
 
Return Address: The Monitoring Officer 
   c/o Corporate Complaints and Resilience Officer 
   Dover District Council 
   White Cliffs Business Park 
   Dover  
   Kent CT16 3PJ 
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Complaints Form – Monitoring Information 
 
In order to ensure we target our services in the most effective way for our community, we 
would appreciate if it you would give answers to the following questions. Please note that the 
information on this page will not be provided to the subject member of the complaint. 
 
Q1. Ethnic Group 
 

  White: 

    British 

       Irish 

       Any other white background 

  
  Black or Black British: 

    Caribbean 

       African 

       Any other black background 

 
  Asian or Asian British: 

    Indian 

       Pakistani 

       Bangladeshi 

       Any other Asian background 

 
Q2. Sex 
 

    Male 

       Female 

 
Q3. Partnership Status 
 

    Single 

       Married/Civil Partner 

       Separated 

       Divorced 

       Widow/Widower 

 
 
 
 
 
 
 
 
Q4. Age Group 
 

    Under 16 

       16-19 

       20-24 

   

    25-59 

       60-64 

       65 and above 

 
Q5. Do you have a disability? 
 

    Yes 

       No 

 
Q6. What is the nature of your 

disability? 
 

    Difficulty getting around 

       Mental health problems 

       Learning difficulty 

       Difficulty seeing 

       Hearing difficulty 

       Other 

 
Q7. To help us monitor issues for 

different sections of our 
community, we would appreciate it 
if you would tell us which faith 
group, if any, you belong to.  If lack 
of faith is an issue in itself we 
would also like to know. 
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EXAMPLE TEMPLATE - DECISION NOTICE (of the Monitoring Officer): e.g. REFERRAL 
FOR INVESTIGATION 

Parties should take care when passing on information that is in the notice or about the notice. 
For example, some details such as names and addresses may be confidential or private in 
nature, or may be personal information.   

Complaint No: 

Complaint 

On [insert date], the Monitoring Officer considered a complaint from [insert name of 
complainant] concerning the alleged conduct of [insert name of councillor], a member of [insert 
authority name].  A general summary of the complaint is set out below.  

Complaint summary 

[Summarise complaint in numbered paragraphs] 

Consultation with Independent Person 

[Summarise the Independent Person’s views in numbered paragraphs] 

Decision 

Having consulted and taken into account the views of the Independent Person, the Monitoring 
Officer decided to refer the complaint for investigation. 

Potential breaches of the Code of Conduct identified 

At this stage, the Monitoring Officer is not required to decide if the Code of Conduct has been 
breached.  They are only considering if there is enough information which shows a potential 
breach of the Code of Conduct that warrants referral for investigation. 

The Monitoring Officer considers that the alleged conduct, if proven, may amount to a breach 
of the following paragraphs of the Code of Conduct.  The Monitoring Officer has appointed 
[insert name] as the Investigating Officer.   

Please note that it will be for the Investigating Officer to determine which paragraphs are 
relevant, during the course of the investigation.  

[detail relevant Code of Conduct paragraphs] 

Notification of decision 

This decision notice is sent to the: 

 Complainant 

 Member against whom the complaint was made 

 [Clerk to the relevant Parish or Town Council] 

 Kent County Council’s Monitoring Officer (applicable only where the Subject Member  
is serving at both District and County level) 
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What happens now 

The complaint will now be investigated under the District] Council’s Arrangements for Dealing 
with Code of Conduct Complaints under the Localism Act 2011. 

Appeal 

There is no right of appeal against the Monitoring Officer’s decision. 

Additional Help 

If you need additional support in relation to this decision notice or future contact with the District 
Council, please let us know as soon as possible.  If you have difficulty reading this notice, we 
can make reasonable adjustments to assist you, in line with the requirements of the Equality 
Act 2010.  We can also help if English is not your first language.  Please refer to the attached 
Community Interpreting Service leaflet or contact our Customer Services on [insert telephone 
number] or email [insert email address].   

 

Signed:        Date   

 

Print name: 

 

Monitoring Officer of Dover District Council 

Address xxx 
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ANNEX 3 

 
Hearing Panel Procedure 

 
 
1. Pre Hearing Procedure 
 
1.1 In order to allow the hearing to proceed fairly and efficiently The Monitoring Officer 

may in appropriate cases use a pre hearing procedure to:- 
 

 identify which facts in the investigation report are agreed and which are in 
dispute. 

 Whether there is fresh evidence not mentioned in the investigation report 
which will be put before the hearing. 

 Whether there is documentary evidence which a party intends to put before 
the hearing. 

 Establish whether the parties intend to attend, whether the parties intend to 
be represented in accoracne with paragraph 2 and, if so, by whom, the 
number and identity of witnesesse tobe called. 

 Whether the subject  member wants the whole or any part of the hearing to 
be held in private. 

 Whether the subject member wants the whole or any part of the investigation 
report or other relevant documents to be withheld from the public. 

 
1.2 TheMonitoring Ofiicer  will notify the parties of the date, time and place for the 

hearing. 
 
2. Rules of procedure 
 
2.1 The Hearing Panel consists of three voting elected Members drawn from the 

Governance Committee, one of whom shall be elected as Chairman 
 
2.2 The quorum for a meeting of the Hearing Panel is three elected Members. 
 
2.3 The Independent Person’s views must be sought and taken into consideration before 

the Hearing Panel takes any decision on whether the Subject Member’s conduct 
constitutes a failure to comply with the Code of Conduct and as to any sanction to be 
taken following a finding of failure to comply with the Code of Conduct.  The 
Independent Person should normally be present throughout the hearing (but not during 
the deliberations of the Hearing Panel in private) but in the event that this is not 
possible, may instead submit their views on the complaint to the Hearing Panel in 
writing.   

 
2.4 The legal requirements for publishing agendas, minutes and calling meetings, will 

apply to the Hearing Panel.  The hearing will be held in public no earlier than 14 working 
days after the Monitoring Officer has copied the Investigating Officer’s final report to 
the complainant and the Subject Member.  Schedule 12A Local Government Act 1972 
(as amended) will be applied to exclude the public and press from meetings of the 
Hearing Panel where it is likely that confidential or exempt information will be disclosed.   

 
2.5 Once a hearing has started, the District Council’s Rules of Substitution do not apply to 

the Hearing Panel’s proceedings. 
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2.6 All matters/issues before the Hearing Panel will be decided by a simple majority of 
votes cast, with the Chairman having a second or casting vote.   

 
2.7 Where the Subject Member fails to attend the Hearing Panel and where the Hearing 

Panel is not satisfied with their explanation for their absence from the hearing, the 
Hearing Panel may in the first instance, have regard to any written representations 
submitted by the Subject Member and may resolve to proceed with the hearing in the 
Subject Member’s absence and make a determination or, if satisfied with the Subject 
Member’s reasons for not attending the hearing, adjourn the hearing to another date.  
The Hearing Panel may resolve in exceptional circumstances, that it will proceed with 
the hearing on the basis that it is in the public interest to hear the allegations 
expeditiously.1  

 
3. Right to be accompanied by a representative 
 
3.1 The Subject Member may choose to be accompanied and/or represented at the 

Hearing Panel by a fellow councillor, friend or colleague.   
 
4. The conduct of the hearing  
 
4.1 Subject to paragraph 4.2 below, the order of business will be as follows: 
 

(a) elect a Chairman; 
(b) apologies for absence; 
(c) declarations of interests; 
(d) in the absence of the Subject Member, consideration as to whether to adjourn 

or to proceed with the hearing (refer to paragraph 1.11 above); 
(e) introduction by the Chairman, of members of the Hearing Panel, the 

Independent Person, Monitoring Officer, Investigating Officer, legal advisor, 
complainant and the Subject Member and their representative; 

(f) to receive representations from the Monitoring Officer and/or Subject Member 
as to whether any part of the hearing should be held in private and/or whether 
any documents (or parts thereof) should be withheld from the public/press; 

(g) to determine whether the public/press are to be excluded from any part of the 
meeting and/or whether any documents (or parts thereof) should be withheld 
from the public/press. 

 
4.2 The Chairman may exercise their discretion and amend the order of business, where 

they consider that it is expedient to do so in order to secure the effective and fair 
consideration of any matter. 

 
4.3 The Hearing Panel may adjourn the hearing at any time. 
 
4.4 Presentation of the complaint 
 

(a) The Monitoring Officer, legal advisor or chairman may may make an 
introductoring statement outling the nature of the complaint and the purpose of 
the hearing, and the procedure to be followed.  

 
(b) The Investigating Officer presents their report including any documentary 

evidence or other material and calls their witnesses.  No new points will be 
permitted; 

                                                 
1 Janik v Standards Board for England & Adjudication Panel for England (2007) 
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(c) The Subject Member or their representative may question the Investigating 
Officer and any witnesses called by the Investigating Officer; 

(d) The Hearing Panel may question the Investigating Officer upon the content of 
their report and any witnesses called by the Investigating Officer. 

 
4.5 Presentation of the Subject Member’s case 
 

(a) The Subject Member or their representative presents their case and calls their 
witnesses; 

(b) The Investigating Officer may question the Subject Member and any witnesses 
called by the Subject Member; 

(c) The Hearing Panel may question the Subject Member and any witnesses called 
by the Subject Member. 

 
4.6 Summing up 
 

(a) The Investigating Officer sums up the complaint; 
(b) The Subject Member or their representative sums up their case. 
 

 Views/Submissions of the Independent Person 
 

4.7 The Chairman will invite the Independent Person to express their view on whether or 
not they consider that on the facts presented to the Hearing Panel, there has been a 
breach of the Code of Conduct. 
 

4.8 Deliberations of the Hearing Panel  
 

Deliberation in private 
 

 (a) The Hearing Panel will adjourn the hearing and deliberate in private (assisted 
on matters of law by a legal advisor) to consider whether or not, on the facts 
found, the Subject Member has failed to comply with the Code of Conduct. 

 
 (b) The Hearing Panel may at any time come out of private session and reconvene 

the hearing in public, in order to seek additional evidence from the Investigating 
Officer, the Subject Member or the witnesses.  If further information to assist 
the Panel cannot be presented, then the Panel may adjourn the hearing and 
issue directions as to the additional evidence required and by whom.  

 
Announcing decision on facts found 
 

4.9 (a) The Hearing Panel will reconvene the hearing in public and the Chairman will 
announce whether or not on the facts found, the Panel considers that there has 
been a breach of the Code of Conduct. 

 
 (b) Where the Hearing Panel considers that there has been a breach of the Code 

of Conduct, the Chairman will invite the Independent Person, the Subject 
Member and the Monitoring Officer to make their representations as to whether 
or not any sanctions should be applied and, if so, what form they should take.   

 
 (c) When deciding whether to apply one or more sanctions, the Hearing Panel will 

ensure that the application of any sanction is reasonable and proportionate to 
the Subject Member’s behaviour.  The Hearing Panel will consider the following 
questions along with any other relevant circumstances or other factors specific 
to the local environment:  
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(i) What was the Subject Member’s intention and did they know that they 

were failing to follow the District or Parish Council’s Code of Conduct? 
(ii) Did the Subject Member receive advice from officers before the incident 

and was that advice acted on in good faith? 
(iii) Has there been a breach of trust? 
(iv) Has there been financial impropriety, e.g. improper expense claims or 

procedural irregularities? 
(v) What was the result/impact of failing to follow the District or Parish 

Council’s Code of Conduct? 
(vi) How serious was the incident? 
(vii) Does the Subject Member accept that they were at fault? 
(viii) Did the Subject Member apologise to the relevant persons? 
(ix) Has the Subject Member previously been reprimanded or warned for 

similar misconduct? 
(x) Has the Subject Member previously breached of the District or Parish 

Council’s Code of Conduct? 
(xi) Is there likely to be a repetition of the incident? 
 

(d) Having heard the representations of the Independent Person, the Subject 
Member and the Monitoring Officer on the application of sanctions, the Hearing 
Panel will adjourn and deliberate in private. 

 
(e) If evidence presented to the Hearing Panel highlights other potential breaches 

of the District or Parish Council’s Code of Conduct, then the Chairman will 
outline the Hearing Panel’s concerns and recommend that the matter be 
referred to the Monitoring Officer as a new complaint.   

 
 Final Decision 
 
4.10 (a) Where the complaint has a number of aspects, the Hearing Panel may reach a 

finding, apply a sanction and/or make a recommendation on each aspect 
separately.  

 
 (b) The Hearing Panel will make its decision on the balance of probabilities, based 

on the evidence before it during the hearing. 
 

 (c) Having taken into account the Independent Person, the Subject Member and 
the Monitoring Officer’s representations on the application of sanctions, the 
Hearing Panel will reconvene the hearing in public and the Chairman will 
announce: 

 
(i) the Panel’s decision as to whether or not the Subject Member has failed 

to comply with the Code of Conduct, and the principal reasons for the 
decision; 

(ii) the sanctions (if any) to be applied; 
(iii) the recommendations (if any) to be made to the District or Parish 

Council or Monitoring Officer;  
(iv) that there is no right of appeal against the Panel’s decision and/or 

recommendations. 
 
5. Range of possible sanctions  
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5.1 Where the Hearing Panel determines that the Subject Member has failed to comply 
with the Code of Conduct, any one or more of the following sanctions may be 
applied/recommended: 

 
(a) Recommending to the District or Parish Council that the Subject Member be 

issued with a formal censure (i.e. the issue of an unfavourable opinion or 
judgement or reprimand) by motion; 

(b) Recommending to the Subject Member’s Group Leader or Parish Council, or 
in the case of a ungrouped Subject Member, to the District or Parish Council 
that they be removed from committees or sub-committees of the Council; 

(c) Recommending to the Leader of the District Council that the Subject Member 
be removed from the Cabinet or removed from particular Portfolio 
responsibilities; 

(d) Instructing the Monitoring Officer [or recommendation to the Parish Council] to 
arrange training for the Subject Member; 

(e) Recommending to the District or Parish Council that the Subject Member be 
removed from one or more outside appointments to which they have been 
appointed or nominated by the District or Parish Council; 

(f) Recommending to the District or Parish Council that it withdraws facilities 
provided to the Subject Member by the Council, such as a computer, website 
and/or email and internet access;   

(g) Recommending to the District or Parish Council the exclusion of the Subject 
Member from the District of Parish Council’s offices or other premises, with the 
exception of meeting rooms as necessary for attending District or Parish 
Council committee and sub- committee meetings;  

(h) Reporting the Panel’s findings to the District or Parish Council for information;  
(i) Instructing the Monitoring Officer to apply the informal resolution process; 
(j) Sending a formal letter to the Subject Member; 
(k) Recommending to the District Parish Council to issue a press release or other 

form of publicity; 
(l) Publishing its findings in respect of the Subject Member’s conduct in such 

manner as the Panel considers appropriate. 
 
5.2 The Hearing Panel has no power to suspend or disqualify the Subject Member or to 

withdraw basic or special responsibility allowances. 
 
5.3 The Hearing Panel may specify that any sanction take effect immediately or take effect 

at a later date and that the sanction be time limited. 
 
6. Publication and notification of the Hearing Panel’s decision and 

recommendations 
 
6.1 Within 20 working days {substitute preferred number of days} of the Hearing Panel’s 

announcement of its decision and recommendations, the Monitoring Officer will publish 
the name of the Subject Member and a summary of the Hearing Panel’s decision and 
recommendations and reasons for the decision and recommendations on the District 
Council’s website. 

 
6.2 Within 20 working days {substitute preferred number of days} of the announcement of 

the Hearing Panel’s decision, the Monitoring Officer will provide a full written decision 
and the reasons for the decision, including any recommendations, in the format of the 
Decision Notice template below to: 

 
(a) the Subject Member; 
(b) the Complainant; 

86



Amended March 2020 

 6 

(c) [the Clerk to the Parish Council;] 
(d) Kent County Council’s Standards Committee (applicable only where the 

Subject Member is serving at both District and County level); 
(e) District Council’s Governance Committee (applicable only where the Subject 

Member is serving at both District and County level). 
 
6.3 The Monitoring Officer will report the Hearing Panel’s decision and recommendations 

to a meeting of the Governance Committee for information. 
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TEMPLATE – DECISION NOTICE (of Hearing Panel) 
 
Complaint No: xxxx 
 
On [insert date], the Hearing Panel of Dover District Council considered a report of an 
investigation into the alleged conduct of [insert name of councillor], a member of [insert 
authority name].  A general summary of the complaint is set out below.  
 
Complaint summary 
 
[Summarise complaint in numbered paragraphs as set out in the Investigating Officer’s report 
to the Hearing Panel] 
 
Consultation with Independent Person 
 
[Summarise the Independent Person’s views in numbered paragraphs] 
 
Findings  
 
After considering the submissions of the parties to the hearing and the views of the 
Independent Person, the Hearing Panel reached the following decision(s): 
 
[Summarise the finding of facts and the Hearing Panel’s decision against each finding of fact 
in numbered paragraphs as set out in the Investigating Officer’s report to the Hearing Panel, 
but substitute the Investigating Officer for the Hearing Panel.  Please note that the Hearing 
Panel’s findings may differ from that of the Investigating Officer] 
 
The Hearing Panel also made the following recommendation(s) 
 
[Detail recommendations] 
 
Sanctions applied 
 
The breach of the [insert authority name] Code of Conduct warrants a [detail sanctions 
applied]. 
 
Appeal 
 
There is no right of appeal against the Hearing Panel’s decision. 
 
Notification of decision 
 
This decision notice is sent to the: 
 

 Councillor [name of councillor] 

 Complainant 

 Monitoring Officer 

 [Clerk to the xxxx Parish/Town Council]; 

 Kent County Council’s Monitoring Officer [applicable only where the Councillor is 
serving at both District and County level] 
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Additional help 
 
If you need additional support in relation to this decision notice or future contact with the District 
Council, please let us know as soon as possible.  If you have difficulty reading this notice, we 
can make reasonable adjustments to assist you, in line with the requirements of the Equality 
Act 2010. We can also help if English is not your first language.  Please refer to the attached 
Community Interpreting Service leaflet or contact our Customer Services on [insert telephone 
number] or email [insert email address].   
 
 
 
 
Signed:        Date   
 
 
 
Print name: 
 
 
 
 
 
Chairman of the Hearing Panel 
Dover District Council 
White Cliffs Business Park 
Dover 
Kent 
CT16 3PJ 
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