
 
 

Corporate Audit Committee 
 
 
 
 
Date: Thursday, 24th November, 2022 
Time: 4.00 pm 
Venue: Kaposvar Room - Guildhall, Bath 
 
Agenda 
 
To: All Members of the Corporate Audit Committee 
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NOTES: 

1. Inspection of Papers: Papers are available for inspection as follows: 
 
Council’s website: https://democracy.bathnes.gov.uk/ieDocHome.aspx?bcr=1 
 
Paper copies are available for inspection at the Guildhall - Bath. 
 
2. Details of decisions taken at this meeting can be found in the minutes which will be 
circulated with the agenda for the next meeting. In the meantime, details can be obtained by 
contacting as above.  
 
3. Recording at Meetings:- 
 
The Openness of Local Government Bodies Regulations 2014 now allows filming and recording 
by anyone attending a meeting.  This is not within the Council’s control.  Some of our meetings 
are webcast. At the start of the meeting, the Chair will confirm if all or part of the meeting is to 
be filmed.  If you would prefer not to be filmed for the webcast, please make yourself known to 
the camera operators.  We request that those filming/recording meetings avoid filming public 
seating areas, children, vulnerable people etc; however, the Council cannot guarantee this will 
happen. 
 
The Council will broadcast the images and sounds live via the internet 
www.bathnes.gov.uk/webcast. The Council may also use the images/sound recordings on its 
social media site or share with other organisations, such as broadcasters. 
 
4. Public Speaking at Meetings 
 
The Council has a scheme to encourage the public to make their views known at meetings. 
They may make a statement relevant to what the meeting has power to do. They may also 
present a petition or a deputation on behalf of a group.  
 
Advance notice is required not less than two full working days before the meeting. This 
means that for meetings held on Thursdays notice must be received in Democratic 
Services by 5.00pm the previous Monday.  
 
Further details of the scheme can be found at: 
 
https://democracy.bathnes.gov.uk/ecCatDisplay.aspx?sch=doc&cat=12942 
 
5. Emergency Evacuation Procedure 
 
When the continuous alarm sounds, you must evacuate the building by one of the designated 
exits and proceed to the named assembly point. The designated exits are signposted. 
Arrangements are in place for the safe evacuation of disabled people. 
 
6. Supplementary information for meetings 
 
Additional information and Protocols and procedures relating to meetings 
 
https://democracy.bathnes.gov.uk/ecCatDisplay.aspx?sch=doc&cat=13505 
 
 
 
 

https://democracy.bathnes.gov.uk/ieDocHome.aspx?bcr=1
http://www.bathnes.gov.uk/webcast
https://democracy.bathnes.gov.uk/ecCatDisplay.aspx?sch=doc&cat=12942
https://democracy.bathnes.gov.uk/ecCatDisplay.aspx?sch=doc&cat=13505


 
Corporate Audit Committee-Thursday, 24th November, 2022 

 
at 4.00 pm in the Kaposvar Room - Guildhall, Bath 

 
A G E N D A 

  
1.   EMERGENCY EVACUATION PROCEDURE  

 The Chair will draw attention to the emergency evacuation procedure as set out under 
Note 7. 

 
2.   ELECTION OF VICE-CHAIR  

 To elect a Vice-Chair (if required) for this meeting. 
 
3.   APOLOGIES FOR ABSENCE AND SUBSTITUTIONS  
 
4.   DECLARATIONS OF INTEREST  

 At this point in the meeting declarations of interest are received from Members in any 
of the agenda items under consideration at the meeting. Members are asked to 
indicate: 
 
(a) The agenda item number in which they have an interest to declare. 
(b) The nature of their interest. 
(c) Whether their interest is a disclosable pecuniary interest or an other interest, 

(as defined in Part 4.4 Appendix B of the Code of Conduct and Rules for 
Registration of Interests) 

 
Any Member who needs to clarify any matters relating to the declaration of interests is 
recommended to seek advice from the Council’s Monitoring Officer or a member of his 
staff before the meeting to expedite dealing with the item during the meeting. 

 
5.   TO ANNOUNCE ANY URGENT BUSINESS AGREED BY THE CHAIR  

 The Chair will announce any items of urgent business. 
 
6.   ITEMS FROM THE PUBLIC - TO RECEIVE DEPUTATIONS, STATEMENTS, 

PETITIONS OR QUESTIONS  
 
7.   ITEMS FROM COUNCILLORS AND CO-OPTED AND ADDED MEMBERS  

 To deal with any petitions, statements or questions from Councillors and, where 
appropriate, co-opted and added Members. 

 
8.   MINUTES - 14TH JULY 2022 (Pages 7 - 14) 
 
9.   COUNCIL COMPANY AEQUUS (ADL & ACL) ANNUAL ACCOUNTS 2021/22 (Pages 

15 - 74) 
 
10.   EXTERNAL AUDIT - UPDATE (Pages 75 - 120) 
 



11.   TREASURY MANAGEMENT PERFORMANCE REPORT TO 30TH SEPTEMBER 
2022 (Pages 121 - 138) 

 
12.   INTERNAL AUDIT - UPDATE REPORT (Pages 139 - 152) 
 
The Committee Administrator for this meeting is Enfys Hughes who can be contacted on  
01225 394410. 
 
 



BATH AND NORTH EAST SOMERSET COUNCIL 
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CORPORATE AUDIT COMMITTEE 
 
Minutes of the Meeting held 
Thursday, 14th July, 2022, 4.00 pm 

 
Councillors: Mark Elliott (Chair), Andrew Furse, Colin Blackburn and Lucy Hodge  
Independent Member: John Barker 
Officers in attendance: Jeff Wring (Service Director - Commercial and Governance), Gary 
Adams (Head of Financial Management), Andy Cox (Head of Audit and Assurance (One 
West)) and Simon Martin (Director of Regeneration & Housing) 
Guests in attendance: Peter Barber and Sophie Morgan-Bower 
 

  
13    EMERGENCY EVACUATION PROCEDURE  

 
The Democratic Services Officer drew attention to the emergency evacuation 
procedure. 
  

14    ELECTION OF VICE-CHAIR  
 
No Vice-Chair was appointed. 
  

15    APOLOGIES FOR ABSENCE AND SUBSTITUTIONS  
 
Apologies for absence had been received from Cllr Brian Simmons. 
  

16    DECLARATIONS OF INTEREST  
 
There were no declarations of interest. 
  

17    TO ANNOUNCE ANY URGENT BUSINESS AGREED BY THE CHAIR  
 
There was no urgent business. 
  

18    ITEMS FROM THE PUBLIC - TO RECEIVE DEPUTATIONS, STATEMENTS, 
PETITIONS OR QUESTIONS  
 
There were no items from the public. 
  

19    ITEMS FROM COUNCILLORS AND CO-OPTED AND ADDED MEMBERS  
 
There were no items from Councillors or Independent Member. 
  

20    MINUTES - 19TH MAY 2022  
 
RESOLVED that the minutes be confirmed as a correct record and signed by the 
Chair. 
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21    EXTERNAL AUDIT - ANNUAL REPORT  
 
Sophie Morgan-Bower (Grant Thornton) introduced the External Audit Annual Report 
and drew attention to the following: 

1. The main audit of the Council’s financial statements was due to start on 19 
September and the audit of the Avon Pension Fund’s financial statements had 
already begun. 

2. The initial planning work had been finalised 
3. The certification of claims and returns work had been completed. 
4. There had been no significant issues highlighted as a result of the interim 

audit work, but this work was ongoing. 
5. Walkthrough testing had been completed for Avon Pension Fund but not for 

the Local Authority. 
6. The Local Authority’s journal entry policies and procedures had been 

reviewed and nothing had been identified that would impact on the financial 
statements.  

 
Peter Barber (Grant Thornton) addressed the issue of the indicative fees and 
responded to questions from the Committee as follows: 

1. The audit plans were presented at the previous meeting and at that stage the 
indicative fee was to be confirmed.  This information was now available and 
the increase in the baseline scale fee from Public Sector Audit Appointments 
(PSAA) was £6k, making a total of £101,351k with additional fees being 
forecast as £67,313k based on the increments that had happened over 
previous years and new issues for 2021/22.   

2. External and Internal Quality Review: the time taken to respond to reviews 
would be shared across the audits and the proposed £1.5K was a share of 
this cost.  The audit work on Bath and North East Somerset Council had been 
subject to review in 2021 and the outcome was positive score 2 (1 being the 
highest).  

3. Extraction of IT data by IT Team: This was a proposed £4K to bring in IT 
colleagues to source baseline data.  This was for specialist technical IT 
officers required to extract data and did not relate to journals work and this 
would be clarified in the next iteration of the document, 

4. Infrastructure Assets: This had arisen as a result of Finance Reporting 
Council (FRC) comments in relation to another company and was driven by 
accountancy and audit standards.  The release of Chartered Institute of Public 
Finance and Accountancy (CIPFA) guidance on the issue had been delayed, 
but there was an expectation for more work to provide evidence of the capital 
value of infrastructure.  In relation to Council owned infrastructure such as 
roads and bridges, this was challenging to quantify.   

5. Remote working:  There was a proposed uplift of £10k to cover the costs of 
Council finance officers working remotely.  It was difficult to give a daily cost 
as this depended on the experience of individual auditors.  The opinion of the 
External Auditors was that a review could be carried out more efficiently in the 
office with the Council’s Finance Officers present and there would be an 
additional cost involved in a remote review as well as a likely delay in 
completion.  This issue was the subject of further negotiations with Bath and 
North East Somerset Council.  Members expressed concern about the impact 
of remote working on the delivery and cost of the audit. 
 

RESOLVED that the update report be noted. 
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22    TREASURY MANAGEMENT OUTTURN REPORT 2021/22  

 
The Head of Financial Management introduced the outturn report for 2021/22 and 
drew attention to the following: 

1. The report had been drafted in line with CIPFA’s Code of Practice 
requirements and would also be presented to Cabinet and Council. 

2. Some changes had been made to reflect the recommendations of the 
External Audit Value for Money report to include comparative information on 
investment returns and borrowing to identify trends and also include the 
overall score and trend information in the Risk Register extract. 

3. Overall investments performance averaged 0.36% which was 0.3% above the 
benchmark rate.  This was mainly due to the £5m long term investment 
balance held in the CCLA Local Authority Property Fund, and a combined 
£5m invested across two long term Environmental, Social, and Governance 
(ESG) focused funds during 2021/22. 

4. The Council’s revenue budget for interest & capital financing costs was 
£1.078m 
under budget in 2021/22, mainly due to the high levels of cash balances 
resulting in a delay in the need to borrow. 

5. The external borrowing total of £219.4m was a reduction from the previous 
year reflecting the repayment of shorter-term loans with no replacement 
borrowing being taken due to the Council’s high cash balances.   

6. In relation to the Performance Against Treasury Management Indicators as 
set out in Appendix 1, all indicators were within approved limits. 

7. The economic and market review for April to March 2022 set out in Appendix 
5 identified the main issues as the continuing economic recovery following the 
Covid pandemic; the war in Ukraine; higher inflation and higher interest rates. 
The Bank of England base rate increased from 0.1% at the start of the year to 
0.75% at the end of the year in response to rising inflation. 

 
Following questions from the Committee, the Head of Financial Management 
responded as follows: 

1. In relation to the inflationary pressures leading to higher interest rates, the 
impact on contracts would vary, but there would be a big impact on energy 
contracts which were being retendered.  There would be a big increase in the 
cost of the contract and the Council had created an earmark reserve to help 
with this pressure.  In relation to other contracts, the position would be 
monitored throughout the year. 

2. The option to borrow at current interest rates to service capital was regularly 
reviewed but a balanced assessment needed to be made in terms of cash 
balances held and future interest rate expectations.  CIPFA offered clear 
advice to local authorities with a borrowing requirement not to borrow to invest 
primarily for yield. 

3. In relation to the circa £1m underspend on capital financing, this formed part 
of the Council’s overall outturn underspend which was being transferred to 
specific earmarked reserves to cover contract risks including the energy 
contract price increases.  

4. Arlingclose had extended the maximum investment duration limit for UK bank 
entities on its recommended lending list from 35 days to 100 days in 
September and the Council received regular updates and alerts from its 
treasury advisors if there was any action on a bank or a change of advice. 
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5. The high level of cash balances was due to a number of reasons.  The 
Council had received Government grant funding to pass on to businesses 
during the Covid pandemic along with other capital grants that were received 
in advance of being spent which resulted in cash balances increasing.  There 
were also other reasons relating to debtors/creditors. 

 
It was agreed that future reports also include graphs with quantitative columns in 
addition to pie charts to help Members identify trends.   
 
RESOLVED that 

(1) The Treasury Management Report to 31st March 2022, prepared in 
accordance with the CIPFA Treasury Code of Practice, be noted. 

(2) The Treasury Management Indicators to 31st March 2022 be noted. 
  

23    PROPERTY COMPLIANCE INTERNAL AUDIT REPORT 2021 - UPDATE  
 
The Head of Audit and Assurance introduced the report and advised the Committee: 

1. The Property Compliance April 2021 Final Audit Report had been assigned a 
Level 2 ‘Limited Assurance’  

2. There had been a further update to the December 2021 Committee which had 
reported progress against 3 high risk recommendations: 

a. Lack of clarity relating to the role and responsibility of groups 
providing Scrutiny of Property Compliance. 

b. Inadequate reporting to management/groups on Property 
Compliance responsibilities. 

c. Failure to formally assign responsibilities to qualified Officers. 
3. Following the December 2021 meeting, the management responsibility for the 

property compliance functions had been transferred to the Director of 
Regeneration and Housing who was in attendance to give a further update. 

 
The Director of Regeneration and Housing reported that: 

1. The vision and aim of the new structure were to ensure that all assets were 
corporately managed. 

2. In relation to the first identified high risk, appropriate governance was now in 
place and scrutiny groups were operating with new terms of reference. 

3. In relation to the second risk, there were monthly updates to the Health, 
Safety and Wellbeing Committee and monthly Property Health & Safety 
meetings were taking place with key managers from Property and Health & 
Safety to understand the risks and agree actions to mitigate. 

4. The Team had undertaken a gap analysis and a plan was in place for interim 
resources. 

5. In terms of technology, an integrated asset management system, Zetasafe 
would be introduced.  There was currently several different systems in place 
that did not interact with each other, for example, there was no corelation 
between repairs and maintenance and asset income generation.  Once the 
new system was implemented it would be possible to run dashboards on 
compliance. 

6. In relation to the third high risk, the staffing structure had been changed and 
job descriptions amended to include dedicated compliance officers.  This 
process was ongoing as not all officers were in post. 
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7. In relation to medium term risks, as well as the work on implementing an 
integrated data system, a leaseholder pack would be developed to outline 
compliance requirements. 
 

The Director of Regeneration and Housing responded to questions as follows: 
1. It was hoped that the new IT system would be ready to use in the next budget 

setting cycle and would inform future plans.  It would allow the data to be 
easily accessed and help where obligations needed to be passed on, for 
example, to tenants. 

2. In relation to the Curo estate, Bath and North East Somerset Council still had 
landlord obligations in relation to 72 of these properties.  Compliance checks 
were in place, but some works still needed to be carried out. 

3. The overall aim was to improve compliance where the Council was not 
currently compliant, the risk needed to be managed and mitigated. 

4. In terms of the records not being kept in a timely manner, he undertook to 
report back with further detail. 

 
In considering the officers’ recommendations, it was agreed that a further update 
should be given to the committee near the end of the financial year and in view of the 
pre-election period, this meeting should be moved from April to March. 
 
RESOLVED that 

(1) The update provided by the Director of Regeneration and Housing be noted. 
(2) A further update from the Director of Regeneration and Housing be received 

at the March 2023 meeting of the Committee (to be moved from April due to 
the pre-election period). 

  
24    COUNTER FRAUD UPDATE REPORT - STRATEGY & ASSOCIATED POLICIES 

2022  
 
The Head of Audit and Assurance introduced the report and highlighted the 
following: 

1. A presentation had been circulated to the Committee in advance of the 
meeting which detailed the results of the National Fraud Initiative exercise 
carried out by the Internal Audit Team. 

2. The team had carried out focussed reviews in 2021/22 in relation to Covid 19 
small business grants and tenancy fraud and was also involved in training and 
raising awareness for staff. 

3. The Anti-Fraud & Corruption Strategy (Appendix 1) and associated policies 
had been updated to take into account the Fighting Fraud and Corruption 
Locally 2020 strategy for local government.   

4. The Whistle Blowing Policy (Appendix 2) gave people the opportunity to 
whistle blow whilst being protected against repercussions using an external 
submission form.  

5. The Anti-Money Laundering Policy & Guidance (Appendix 3) reflected the 
legislation and 2017 regulations.   

6. The Anti-Bribery & Corruption Policy (Appendix 4) covered two forms of 
bribery, active and passive. 

 
In relation to questions from the Committee, officers confirmed: 

1. There would be a report back on the whistle blowing data at the end of the 
year.  There had been some confusion in reporting which had been raised by 
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the External Auditor and this related to people reporting breaches of Covid 
restrictions rather than reporting of fraudulent activities.   

2. Contractors/partners would need to comply with the Council’s corporate 
responsibilities.   

3. Staff training was directed at certain groups such as frontline staff as well as 
anti-fraud induction training for all members of staff. 

4. In terms of focussed areas for review, areas were targeted where real value 
could be achieved based on national data.  In relation to the review of Covid 
Business Grant, the amount of fraud in the Bath and North East Somerset 
area had been negligible which suggested that the controls were in place to 
prevent fraud. 

 
The Committee agreed that it would be useful for staff training to be enhanced and 
monitored to ensure that the anti-fraud policies were understood. 
 
RESOLVED that 

(1) The updated Anti-Fraud & Corruption Strategy (Appendix 1) be approved and 
comments about the need for additional staff training be noted. 

(2) The updated Whistle Blowing Policy (Appendix 2) be approved.  
(3) The updated Anti-Money Laundering Policy & Guidance (Appendix 3) be 

approved. 
(4) The updated Anti-Bribery & Corruption Policy (Appendix 4) be approved. 
(5) The work carried out by the Internal Audit Team related to counter fraud & 

corruption be noted. 
  

25    ANNUAL GOVERNANCE STATEMENT 2021/22 - UPDATE REPORT  
 
The Head of Audit and Assurance introduced the report and drew attention to the 
following three significant governance issues: 

1. The increase in energy supply costs and the forecast 143% increase in costs 
in the next financial year. 

2. The sale of Virgin Care to Health Care Resourcing Group (HCRG) in 
November 2021 and the impact on the Adult Health and Social Care contract.   
Cabinet agreed not to extend the contract beyond March 2024 and to assess 
options for the future delivery of the service. 

3. The overspend of the Dedicated Schools Grant (DSG) by £8m (combined with 
a £5.4m carry forward from the previous year) as a result of the increase and 
complexity of Special Educational Needs and Disability (SEND) assessments.   
Bath and North East Somerset Council had produced a recovery plan in 
accordance with Department for Education (DfE) guidance and it was hoped 
that the Council would enter the DfE safety valve programme in September 
2022. 

 
In response to questioning, it was confirmed that: 

1. The DSG overspend and increase in SEND assessments was a national 
issue and a number of Councils were facing financial challenges in this area.   

2. A proportion of the underspend in 2021/22 had been earmarked as a reserve 
for increasing energy costs and this sum was in addition to the contingency 
budget. 
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In considering the officers’ recommendations, the Committee noted that this was a 
draft statement for consideration by the External Auditor and the final statement 
would be brought back to Committee later in the year. 
 
RESOLVED that the work carried out on the draft Annual Governance Statement 
(AGS) 2021/22 be noted. 
  

26    INTERNAL AUDIT - PUBLIC SECTOR INTERNAL AUDIT STANDARDS - 
QUALITY ASSURANCE & IMPROVEMENT PLAN  
 
The Head of Audit and Assurance introduced the report and drew attention to the 
following 

1. There was a need to verify compliance with public sector internal audit 
standards and the Code of Ethics and to have a plan to assess the current 
position. 

2. The last external review of compliance was in 2018 and the next review 
needed to take place by March 2023 to comply with the 5-year timescale.   

3. The assessment would take place in November/December 2022 and would 
be predominately a desktop review.  The Assessor would speak to the Chair 
and possibly other members of the Corporate Audit Committee as part of the 
review. 

 
In considering the officers’ recommendations, it was;  

 
RESOLVED that  

(1) the form of the planned external assessment of the Internal Audit Service 
Quality Assurance and Improvement Programme be noted.  

(2) the intention to appoint the Devon Audit Partnership to carry out the external 
assessment be noted.  

(3) the Council’s S151 Officer role as the formal sponsor for the external 
assessment be noted.  

(4) a report be submitted to the Committee in early 2023 to communicate the 
results of the external assessment and any resulting action plans. 

  
27    ANNUAL REPORT - CORPORATE AUDIT COMMITTEE  

 
The Head of Audit and Assurance introduced the report and drew attention to the 
revised Terms of Reference (Appendix 2) which had been amended to provide 
examples of other matters relating to corporate governance.  He asked the 
Committee to consider the Annual Report and revised Terms of Reference for 
submission to full Council.  
 
John Barker referred to recent guidance from CIPFA which recommended that there 
should be at least two co-opted independent members on Local Authority Audit 
Committees and asked if this needed consideration.  It was agreed that this could be 
considered in planning for the future year. 
 
In considering the Annual Report, it was agreed that there should be an amendment 
in relation to paragraph vii relating to the summary of the External Auditor’s report to 
include reference to recommendations relating to key performance indicators and 
lack of benchmarking and strengthening contract management arrangements. 
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It was agreed that the report would be amended and recirculated to the committee 
for approval prior to submission to Council.  
 
RESOLVED that 
 

(1) The Annual Report (Appendix 1) and request that the Chair of the Committee 
present it to Council (15th September 2022) be agreed, subject to an 
amendment to paragraph vii of the report to relating to the summary of the 
External Auditor’s report to include reference to recommendations relating to 
key performance indicators and lack of benchmarking and strengthening 
contract management arrangements.  

(2) Council (15th September 2022) be requested to approve the revised 
Committee Terms of Reference (Appendix 2). 

 
 
 

The meeting ended at 6.23 pm  
 

Chair(person)  
 

Date Confirmed and Signed  
 

Prepared by Democratic Services 
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Bath & North East Somerset Council 
 

MEETING: Corporate Audit Committee 

MEETING 
DATE: 

24th November 2022 
AGENDA 
ITEM 
NUMBER 

 

TITLE: Council Company Aequus (ADL & ACL) Annual Accounts 2021/22 

WARD: ALL 

AN OPEN PUBLIC ITEM  

List of attachments to this report: 

Appendix 1 – ADL Signed Annual Accounts 2021/22 

Appendix 2 – ACL Signed Annual Accounts 2021/22 

 
 

1 THE ISSUE 

1.1 This report is to provide the Committee with the final approved and signed Aequus 
Developments Ltd (ADL) and Aequus Construction Ltd (ACL) Accounts for 2021/22. 

 

2 RECOMMENDATION 

2.1 In line with the Committees Terms of Reference the Corporate Audit Committee 
notes on behalf of the Council the audited accounts of ADL & ACL (Council wholly  
owned companies). 

 

3 THE REPORT 

 ADL Statutory Accounts 2021/22 

3.1 The ADL Profit before taxation for the year was £321,607. When you exclude the 
impact of the annual revaluation of the property portfolio and unrealised pension 
costs as a result of the international accounting standards the profit before taxation 
is £162,655. It should be noted that revaluations of the property portfolio are for 
accounting purposes only and do not create distributable profits. The assets are 
returned at nil cost to the Council at the end of their 50-year lease ensuring all 
capital appreciation is retained by the Council. 

3.2 B&NES Council revenue returns from ADL for the year totalled £81k from 
commercial interest payments on asset backed loans. A total of £17k in capital 
payments were made to the Council during the year for refurbishment works carried 
out on 1a Monmouth Street Flat 3 previously transferred. No other properties were 
transferred during the year.  
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3.3 Full details of the company performance for the year are covered in the Directors 
Report on pages 4 to 6 of the ADL accounts attached at Appendix 1. 

 ACL Statutory Accounts 2021/22 

3.4 The ACL profit before taxation for the year was £467,979 with Sales Income of 
£3.1m from Riverside View apartment sales and £922k from St Josephs Court 
(Sladebrook Road) units completed during the financial year. Turnover reached 
over £5.6m including support to develop planning applications and project 
management services for future development sites for South Gloucestershire 
Council and B&NES Council. 

3.5 The profits were generated from the completion of the 12 remaining apartments at 
Riverside View and, 2 homes at St Josephs Court (Sladebrook Road) which were 
acquired at a discount by B&NES Council for shared ownership during the year. A 
relevant margin is also applied on all other activities. 

3.6 B&NES Council Revenue returns for the year of £919k include commercial interest 
payments on development loans of £210k and dividend payment of £709k. A 
dividend payment for financial years 2020/21 and 2021/22 of £1.169m was paid to 
the Council following approval by the Shareholder. 

3.7 The property at 117 Newbridge Hill, Bath was purchased from B&NES Council by 
ACL during the financial year and is being refurbished into 7 apartments. These will 
be acquired by the Council during 2022/23 as affordable homes for social rent. 

3.8 Full details of the company performance for the year are covered in the Directors 
Report on pages 4 to 6 of the ACL accounts attached at Appendix 2. 

 

4  STATUTORY CONSIDERATIONS 

4.1  Aequus is a wholly owned B&NES group of companies, established by the 
Executive in accordance with the powers set out under S1 of the Localism Act 
2011(the general power of competence). The Council approved a Transfer 
Agreement with Aequus in January 2020 which provides for the transfer of 
development sites from the Council to the Company, to support the delivery of the 
Shareholder objectives and subject to Shareholder approval of development 
business cases. 

 

5  RESOURCE IMPLICATIONS (FINANCE, PROPERTY, PEOPLE) 

5.1 The approved Aequus Business Plan sets out the Company’s financial assumptions 
and projections, including delivery against the Council’s Medium Term Financial 
plan target of £1M of revenue returns each year.  
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6  RISK MANAGEMENT 

6.1 A proportionate risk assessment related to the issue and recommendations has 
been undertaken, in compliance with the Council's decision-making risk 
management guidance. 

6.2 The Corporate Audit Committee has responsibility for ensuring the Council’s Risk 
Management and Financial Governance framework is robust and effective. 

 

7 EQUALITIES 

7.1  A proportionate equalities impact assessment has been carried out using corporate 
guidelines and no significant issues have been identified. 

 

8  CLIMATE CHANGE 

8.1  The Company aims set out by the Council as sole Shareholder include the 
requirement to support the Council to meet its climate emergency objectives and 
best practice for property development. The Company’s approved business plan 
addresses how the company will do this in detail, including the use of the AECB 
Building Standard as the benchmark for all new Aequus housing developments. 

 

9  OTHER OPTIONS CONSIDERED 

9.1 No other options to consider related to this report. 

 

10 CONSULTATION 

10.1 The Council's Section 151 Officer has had the opportunity to input to this report 
and has cleared it for publication. 

 

Contact person  Andy Rothery (01225 477103); Tim Richens Managing & 
Finance Director Aequus 

Background 
papers 

 

Please contact the report author if you need to access this report in an 
alternative format 
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Bath & North East Somerset Council 
 

MEETING: Corporate Audit Committee 

MEETING 
DATE: 

24th November 2022 
AGENDA 
ITEM 
NUMBER  

TITLE: External Audit - Update 

EXECUTIVE FORWARD 
PLAN REFERENCE: 

E  

AN OPEN PUBLIC ITEM  

List of attachments to this report:  

Appendix 1 – Update Report 

Appendix 2 – VFM Delay Letter 

Appendix 3 – Draft Audit Findings Report – Avon Pension Fund 

 
 

1 THE ISSUE 

1.1 The External Auditor will present an update on their work and progress towards 
auditing the Council’s Accounts for 2021/22 and next steps. 

 

2 RECOMMENDATION 

2.1 The Corporate Audit Committee is asked to note the update report and current 
position with regards to the Council’s audit of its Accounts for 2021/22. 

 

3 FINANCIAL IMPLICATIONS 

3.1 There are no new financial implications from this report directly. 

 

4     THE REPORT 

   4.1 Appendix 1 details an update on the External Auditor’s work and progress towards 
the completion of the audit of the Council’s Annual Accounts.  

 
   4.2 The Committee will be aware of the significant delays to the completion of work in 

previous years and the report sets out the background to issues affecting this years 
audit and the planned timeframes for completion. It is now intended that the 
Accounts should be available for sign-off at our January meeting. 
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   4.3 Also included is a letter formally delaying the work around the VFM assessment as 
well as the draft findings report for the Avon Pension Fund’s accounts which is 
substantially completed. 

  
4.4 The External Auditor will provide a fuller briefing at the Committee.  

 
 
 
 

5     RISK MANAGEMENT 

5.1 A proportionate risk assessment has been carried out in relation to the Councils 
risk management guidance. There are no new significant risks or issues to report 
to the Committee as a result of this report.  

 

6. EQUALITIES 

6.1 A proportionate equalities impact assessment has been carried out using 
corporate guidelines, no significant issues to report. 

 

7    CONSULTATION 

7.1 Consultation has been carried out with the Section 151 Finance Officer. 

 

Contact person  Jeff Wring (01225 47323) 

Background 
papers 

 

Please contact the report author if you need to access this report in an 
alternative format 
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Grant Thornton UK LLP 
2 Glass Wharf 
Bristol 
BS2 0EL 
www.grant-thornton.co.uk 

 

 

 

 
 

 

   
 
   

   

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

grantthornton.co.uk

Commercial in confidence 

  
 

 

 

 

Dear Chair of the Corporate Audit Committee 

The original expectation under the approach to VFM arrangements work set out in the 2020 Code of 
Audit Practice was that auditors would follow an annual cycle of work, with more timely reporting on VFM 
arrangements, including issuing their commentary on VFM arrangements for local government by 30 
September each year at the latest. Unfortunately, due to the on-going challenges impacting on the local 
audit market, including the need to meet regulatory and other professional requirements, we have been 
unable to complete our work as quickly as would normally be expected. The National Audit Office has 
updated its guidance to auditors to allow us to postpone completion of our work on arrangements to 
secure value for money and focus our resources firstly on the delivery of our opinions on the financial 
statements. This is intended to help ensure as many as possible could be issued in line with national 
timetables and legislation. 

As a result, we have therefore not yet issued our Auditor’s Annual Report, including our commentary on 
arrangements to secure value for money. We now expect to publish our report no later than 28 February 
2023. 

For the purposes of compliance with the 2020 Code, this letter constitutes the required audit letter 
explaining the reasons for delay. 

 

Yours faithfully 

 

 

 

Peter Barber 

Director 

 

Chair of the Corporate Audit Committee 
Bath and North East Somerset Council 
Guildhall 
High Street 
Bath 
BA1 5AW 
 

14 November 2022 
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Bath & North East Somerset Council 
 

MEETING  Corporate Audit Committee 

MEETING 
DATE:  

24th November 2022 

TITLE: Treasury Management Performance Report to 30th September 2022 

WARD: All 

AN OPEN PUBLIC ITEM 

List of attachments to this report: 

Appendix 1 – Performance Against Prudential Indicators                                                 
Appendix 2 – The Council’s Investment Position at 30th September 2022                                              
Appendix 3 – Average monthly rate of return for 1st 6 months of 2022/23 
Appendix 4 – The Council’s External Borrowing Position at 30th September 2022  
Appendix 5 – Arlingclose’s Economic & Market Review Q2 of 2022/23             
Appendix 6 – Interest & Capital Financing Budget Monitoring 2022/23              
Appendix 7 – Summary Guide to Credit Ratings 
Appendix 8 – Extract from Treasury Management Risk Register 

 

 
1 THE ISSUE 

1.1 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 Council to approve a Treasury Management Strategy before the start of each 
financial year, review performance during the year, and approve an annual report 
after the end of each financial year. 

1.2 This report gives details of performance against the Council’s Treasury Management 
Strategy for 2022/23 for the first six months of 2022/23. 

2 RECOMMENDATION 

The Corporate Audit Committee agrees that; 

2.1 The Treasury Management Report to 30th September 2022, prepared in accordance 
with the CIPFA Treasury Code of Practice, is noted. 

2.2 The Treasury Management Indicators to 30th September 2022 are noted. 
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3 THE REPORT  

Summary 

3.1 The estimated average rate of investment return for the first six months of 2022/23 is 
1.32%, which is 0.05% above the benchmark rate which has averaged 1.27% over 
the period. 

3.2 The Council’s Prudential Indicators for 2022/23 were agreed by Council in February 
2022 and performance against the key indicators is shown in Appendix 1.  All 
indicators are within target levels. 

3.3 The Council’s revenue budget for interest & capital financing costs for 2022/23 is 
currently forecast £950k under budget, due to higher than budgeted investment 
income and a delay to borrowing requirements and associated interest costs.  This is 
due to both the increase in interest rates since the budget was set, along with the 
continuing high levels of cash balances currently held following the advance 
payment of grants and the profiling of capital expenditure. The breakdown of the 
2022/23 revenue budget for interest and capital financing, and the forecast year end 
position is included in Appendix 6. 

Summary of Returns 

3.4 The Council’s investment position as at 30th September 2022 is given in Appendix 
2, along with the previous quarter’s position for comparison.  The balance of deposits 
as at 30th September 2022, compared to those of the previous four quarters, are also 
set out in the charts in this appendix. 

3.5 Gross estimated interest earned on investments totalled £580k.  Appendix 3 details 
the investment performance, showing the average rate of interest earned over this 
period was 1.32%, which was 0.05% above the benchmark rate of average 7 day 
SONIA (1.27%).  This excess is mainly due to the £5m investment held in the CCLA 
Local Authority Property Fund and £5m invested in ESG focussed funds, which are 
long term strategic investment earning a higher estimated rate of interest of 4.20%, 
based on the first six months of 2022/23.  The prior year comparators are also 
included in this appendix. 

3.6 Following the discontinuation of published 7 Day LIBID rates, from 2022/23 onwards 
the Council is benchmarking its investments rates to the average 7 Day SONIA 
(Sterling Overnight Index Average) rate as an alternative.  This is being used as the 
comparative benchmark as SONIA can be seen as the average interest rate at which 
a selection of financial institutions lend to one another with a maturity of 1 day 
(overnight), therefore reflecting the callable nature of the majority of the Council’s 
short-term investments. 

Summary of Borrowings  

3.7 The Council’s external borrowing as at 30th September 2022 totalled £217.3 million 
and is detailed in Appendix 4.  Due to the levels of cash balances currently held by 
the Council, there has not been any new borrowing taken out during the quarter. A 
summary of the current movement in borrowing during 2022/23 is shown in the 
following table: 
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2022/23 Borrowing Portfolio Movements  £m 

2022/23 Opening Balance 218.287 

New Loans Taken 0.000 

Loans Repaid 0.000 

PWLB Annuity Loan principal repayments (0.947) 

2022/23 Revised Balance 217.340 

 

3.8 The Council’s Capital Financing Requirement (CFR) as at 31st March 2022 was 
£328.2 million. This represents the Council’s underlying need to borrow to finance 
capital expenditure, and demonstrates that the borrowing taken to date relates to 
funding historical capital spend. 

3.9 The difference between the CFR and the current borrowing of £217.3 million 
represents re-investment of the internal balances including reserves, reducing the in-
year borrowing costs in excess of the potential investment returns. 

3.10 Following Local Government Reorganisation in 1996, Avon County Council’s 
residual debt is administered by Bristol City Council.  All successor Unitary 
Authorities make an annual contribution to principal and interest repayment, for 
which there is a provision in the Council’s revenue budget.  The amount of residual 
debt outstanding as at 31st March 2022 apportioned to Bath & North East Somerset 
Council is £10.5m. Since this borrowing is managed by an external body and treated 
in the Council’s Statement of Accounts as a deferred liability, it is not included in the 
borrowing figures referred to in paragraph 3.7. 

Strategic & Tactical Decisions 

As shown in the charts in Appendix 2, the investment portfolio of £64.4 million as at 
30th September 2022 is diversified across Money Market Funds, Local Authorities, 
Strategic funds and in highly rated UK & Foreign Banks. The Council uses AAA rated 
Money Market funds to maintain short term liquidity. 

3.11 The Council does not hold any direct investments with banks in countries within 
the Eurozone reflecting both on the underlying debt issues in some Eurozone 
countries and the low levels of interest rates. 

3.12 The Council’s investment portfolio as at 30th September 2022 includes a total of 
£10m invested longer term, including £5m in ESG focussed funds and £5m in a 
property fund, as listed below: 

• £5m CCLA Local Authorities Property Fund.   

• £3m FP Foresight UK Infrastructure Income Fund. 

• £2m VT Gravis Clean Energy Income Fund.  

3.13  The Council’s average investment return for the first six months for short-term 
investments is currently 0.95%, which is 0.70% above the budgeted level of 0.25%.  
The estimated average return for the first six months on the £10m long-term strategic 
investments is estimated to be 4.2%, slightly above the budgeted rate of 3.5%.  The 
combined average return on all investments is 1.32%.  The current forecast is for an 
overachievement of interest income from investments of £450k due to the Council’s 
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cash balances being higher than was forecast when the budget was set, as well as 
recent increases in interest rates. 

 
Investment Type 

Average YTD 
Investment 

Return 

Short Term Investments Total 0.95% 
  

Long Term Strategic Investments (Estimated)*:  

 CCLA Local Authorities Property Fund  3.5% 

 FP Foresight UK Infrastructure Income Fund 5.2% 

  VT Gravis Clean Energy Income Fund 4.4% 

Long Term Strategic Investments Total (Est.) 4.2% 
  

Overall Total (Estimated) 1.32% 
* The investment returns on the Long Term Strategic Investments are currently estimates 
based on the previous quarter.  The actual return for the second quarter is not available until 
it’s been declared a month after the quarter has finished. 

Future Strategic & Tactical Issues 

3.14 The Council’s Treasury Management Advisor’s economic and market review for 
the second quarter of 2022/23 is included in Appendix 5. 

3.15 Over the April-September period PWLB rates rose dramatically, particular in late 
September after the Chancellor’s ‘mini-budget’, included unfunded tax cuts and 
additional borrowing to fund consumer energy price subsidies. Exceptional volatility 
threatened financial stability, requiring Bank of England intervention in the gilt 
market. Over a twenty-four-hour period some PWLB rates increased to 6%, before 
the intervention had the desired effect, bringing rates back down by over 1% for 
certain maturities. A truly unprecedented period in fixed income markets, with a 
direct impact on PWLB rates. 

3.16 Interest rates rose by over 2% during the period in both the long and short term. 
As an indication the 5-year maturity certainty rate rose from 2.30% on 1st April to 
5.09% on 30th September; over the same period the 30-year maturity certainty rate 
rose from 2.63% to 4.68% 

3.17 The benefits of the Council’s current policy of internal borrowing will continue to be 
monitored against forecast movements in borrowing rates and the Council’s cash 
position. Any future borrowing decisions, should they be required during the 
remainder of the year, will be discussed with our treasury advisors in terms of 
duration and timing given the current volatility in the gilt market and PWLB interest 
rates. 

3.18 A review of the capital programme is being undertaken by the Council’s Capital 
Strategy Group to assess potential for pausing, re-phasing or holding projects that 
are reliant on borrowing, to mitigate potential future revenue pressure if borrowing 
interest rates remain at their current elevated levels. 

Budget Implications 

3.19 The breakdown of the 2022/23 revenue budget for interest and capital financing, 
and the forecast year end position based on the period April to September 2022, is 
included in Appendix 6.  An overall underspend of £0.950m is currently forecast due 
to higher than budgeted investment income and a delay in borrowing.  This is due to Page 122



both the increase in interest rates since the budget was set, along with the temporary 
high levels of cash balances currently held following the advance payment of grants 
and the profiling of capital expenditure. 

4 STATUTORY CONSIDERATIONS 

4.1 This report is for information only. 

5 RESOURCE IMPLICATIONS (FINANCE, PROPERTY, PEOPLE) 

5.1 The financial implications are contained within the body of the report. 

6 RISK MANAGEMENT 

6.1 A risk assessment related to the issue and recommendations has been undertaken, 
in compliance with the Council's decision making risk management guidance. 

6.2 The Council’s lending & borrowing list is regularly reviewed during the financial year 
and credit ratings are monitored throughout the year.  All lending/borrowing 
transactions are within approved limits and with approved institutions. Investment 
and borrowing advice is provided by our Treasury Management consultants, 
Arlingclose. 

6.3 The CIPFA Treasury Management in the Public Services: Code of Practice requires 
the Council nominate a committee to be responsible for ensuring effective scrutiny of 
the Treasury Management Strategy and policies.  The Corporate Audit Committee 
carries out this scrutiny. 

6.4 In addition, the Council maintain a risk register for Treasury Management activities, 
which is regularly reviewed and updated where applicable during the year.  An 
extract from the risk register, detailing how the top 5 risks are managed, is included 
as Appendix 8. 

7 EQUALITIES 

7.1 As this report contains performance information for noting only, an Equality Impact 
Assessment is not considered necessary. 

8 CLIMATE CHANGE 

8.1 The Council will continue to avoid any direct treasury management investments in 
fossil fuel related companies and will engage with its advisors to explore and assess 
the potential for any future investment opportunities in funds with a Renewable 
Energy & Sustainability focus as these products continue to be developed by the 
market in response to the Climate & Nature Emergency agenda. 

8.2 An ESG section is included the Treasury Management Strategy document for 
2022/23, with the treasury team monitoring investment options permitted under the 
new guidelines. 

8.3 The Council holds £5m in longer term investments, split across two ESG focussed 
Strategic Funds, as detailed under 3.13. 

9 OTHER OPTIONS CONSIDERED 

9.1 None 
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10 CONSULTATION 

10.1 Consultation has been carried out with the Cabinet Member for Resources, Chief 
Finance Officer and Monitoring Officer. 

Contact 
person  

Gary Adams - 01225 47 7107; Jamie Whittard - 01225 47 7213 
Gary_Adams@BATHNES.GOV.UK: Jamie_Whittard@BATHNES.GOV.UK 

Background 
papers 

2022/23 Treasury Management & Investment Strategy 

Please contact the report author if you need to access this report in an 
alternative format 
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APPENDIX 1 

Performance against Treasury Management Indicators agreed in Treasury 
Management Strategy Statement 
 
1. Treasury Borrowing limits 
These limits include current commitments and proposals in the budget report for capital 
expenditure, plus additional headroom over & above the operational limit for unusual cash 
movements. 
 
The Authorised limits for external debt include current commitments and proposals in the 
budget report for capital expenditure, plus additional headroom over and above the 
operational limit for unusual cash movements. 
 
The Operational boundary for external debt is based on the same estimates as the 
authorised limit but without the additional headroom for unusual cash movements. This 
level also factors in the proposed approach to use internal cash-flow and future capital 
receipts as the preferred financing method for the capital programme.   
 

 2022/23 
Prudential 
Indicator 

Actual as at 
30th Sept. 

2022 

Operational boundary – borrowing  

Operational boundary – other long-term liabilities 

Operational boundary – TOTAL 

£435m 

£4m 

£439m 

£217.3m 

£0m 

£217.3m 

Authorised limit – borrowing  

Authorised limit – other long-term liabilities 

Authorised limit – TOTAL 

£464m 

£4m 

£468m 

£217.3m 

£0m 

£217.3m 

 
2. Security: Average Credit Rating* 
The Council has adopted a voluntary measure of its exposure to credit risk by monitoring 
the value-weighted average credit rating of its investment portfolio. A summary guide to 
credit ratings is set out at Appendix 7.   
 

 2022/23 
Prudential 
Indicator 

Actual as at 
30th Sept. 

2022 

 Rating Rating 

Minimum Portfolio Average Credit Rating A- AA+ 

* The calculation excludes the strategic investment in the CCLA Local Authority Property Fund and ESG focussed Investment Funds, 

which are unrated. 

 
3. 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. 
 

Liquidity risk indicator 
2022/23 

Prudential 
Indicator 

Minimum 
During 
Quarter 

Date of 
minimum 

Minimum total Cash Available within 3 months £15m £52.2m 28-Sep-22 
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4. Interest rate exposures 
This indicator is set to control the Council’s exposure to interest rate risk. The upper 
limit represents the maximum one-year revenue impact of a 1% rise or fall in interest rates. 
 

 2022/23 
Prudential 
Indicator 

Actual as at 
30th Sept. 

2022 

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

+/- £1m £0.469m 

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

+/- £1m £0.469m 

 
The impact of this limit is that the Council should never be holding a maturity adjusted net 
debt / investment position on variable rates of more than £100m. 
 
The impact of a change in interest rates is calculated on the assumption that maturing 
loans and investments will be replaced at new market rates, which includes amounts 
which are maturing each year in PWLB annuity loans.  
 
 
5. Maturity Structure of borrowing 
This indicator is set to control the Council’s exposure to refinancing risk. 
 

 Upper 
Limit 

Lower 
Limit 

Actual as at 
30th Sept. 

2022 

 % % % 

Under 12 months 50 Nil 2.3 

12 months and within 24 months 50 Nil 0 

24 months and within 5 years 75 Nil 0 

5 years and within 10 years 75 Nil 6.9 

10 years and within 25 years 100 
25 

49.7 

Over 25 years 100 41.1 

 
Time periods start on the first day of each financial year.  The maturity date of borrowing is 
the earliest date that the lender can demand repayment.  For LOBO’s, this is shown at the 
date of maturity. 
 
6. Upper limit for total principal sums invested for over 364 days 
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 will be: 
 

Price risk indicator 
2022/23 

Prudential 
Indicator  

Actual as at 
30th Sept. 2022 

Limit on principal invested beyond 31st March 2023 £50m £10m* 

Limit on principal invested beyond 31st March 2024 £20m £10m* 

Limit on principal invested beyond 31st March 2025 £10m £10m* 

*The Council includes the CCLA LA Property Fund & two long term ESG focussed Investment Funds against 

this indicator as they are both held as Long Term Strategic Investments.
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APPENDIX 2 
 
The Council’s Investment position at 30th September 2022 
 
The term of investments is as follows: 
 

Term Remaining  
Balance at 30th 

Sept. 2022 

Comparator 

Balance at 30th 
June 2022 

 £m £m 

Notice (instant access funds) 39.4 57.6 

Up to 1 month 5.0 5.0 

1 month to 3 months 10.0 5.0 

3 months to 6 months 0 5.0 

6 months to 12 months 0 0 

Strategic Funds  10.0 10.0 

Total 64.4 82.6 

 
The investment figure is made up as follows: 
 

  
Balance at 30th 

Sept. 2022 

Comparator 
Balance at 30th 

June 2022 

 £m £m 

B&NES Council 61.5 79.9 

Schools 2.9 2.7 

Total 64.4 82.6 

 

The Council had a total average net positive balance of £87.4m during the period April 
2022 to September 2022. 
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APPENDIX 3 
 
Average rate of return on investments for 2022/23 
 

 

Average rate of 
interest earned 

Benchmark = 
Average 7 Day 

SONIA rate 

Performance 
against 

Benchmark 

April 2022* 0.90% 0.67% +0.23% 

May 2022* 1.11% 0.94% +0.18% 

June 2022* 1.21% 1.13% +0.08% 

July 2022# 1.34% 1.21% +0.13% 

August 2022# 1.63% 1.67% -0.04% 

September 2022# 1.85% 2.00% -0.15% 

Average# 1.32% 1.27% +0.05% 
 

 * Updated from Q1 Report to reflect ACTUAL Strategic Investment returns (these were included as 
estimates in Q1 report, due to timing of report dispatch) 

# Includes estimates for Q2 Strategic Investments returns – actuals will not be known until after dispatch so 
will be updated in Q3 report. 

 
For Comparison, the average rate of return on investments for 2021/22 was as 
follows: 
 

 

Average rate of 
interest earned 

Benchmark = 
Average 7 Day 

LIBID rate +0.05% 
(7 Day SONIA – 

0.08%) 

Performance 
against 

Benchmark % 

April 2021 0.29% -0.03% +0.32% 

May 2021 0.30% -0.03% +0.33% 

June 2021 0.27% -0.03% +0.30% 

July 2021 0.25% -0.03% +0.28% 

August 2021 0.25% -0.03% +0.28% 

September 2021 0.23% -0.03% +0.27% 

October 2021 0.33% -0.03% +0.36% 

November 2021 0.35% -0.03% +0.38% 

December 2021 0.38% 0.04% +0.34% 

January 2022 0.42% 0.12% +0.30% 

February 2022 0.54% 0.36% +0.18% 

March 2022 0.70% 0.52% +0.18% 

Average 0.36% 0.06% +0.30% 
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APPENDIX 4 
 
Council’s External Borrowing at 30th September 
2022

Lender

Amount 

outstanding @ 30th 

June 2022 Change in Quarter

Amount outstanding 

@ 30th Sept. 2022 Start date End date Interest rate

£ £ £

Long term

PWLB489142 10,000,000             -                        10,000,000               15/10/2004 15/10/2034 4.75%

PWLB497233 5,000,000               -                        5,000,000                 12/05/2010 15/08/2035 4.55%

PWLB497234 5,000,000               -                        5,000,000                 12/05/2010 15/02/2060 4.53%

PWLB498834 5,000,000               -                        5,000,000                 05/08/2011 15/02/2031 4.86%

PWLB498835 10,000,000             -                        10,000,000               05/08/2011 15/08/2029 4.80%

PWLB498836 15,000,000             -                        15,000,000               05/08/2011 15/02/2061 4.96%

PWLB503684 5,300,000               -                        5,300,000                 29/01/2015 08/04/2034 2.62%

PWLB503685 5,000,000               -                        5,000,000                 29/01/2015 08/10/2064 2.92%

PWLB505122 16,210,402             -                        16,210,402               20/06/2016 20/06/2041 2.36%

PWLB508126 8,769,505               -                        8,769,505                 06/12/2018 20/06/2043 2.38%

PWLB508202 9,586,307               -                        9,586,307                 12/12/2018 20/06/2068 2.59%

PWLB508224 4,375,462               -                        4,375,462                 13/12/2018 20/06/2043 2.25%

PWLB505744 8,196,276               (191,874)                8,004,402                 24/02/2017 15/08/2039 2.28%

PWLB505966 8,422,529               (167,716)                8,254,813                 04/04/2017 15/02/2042 2.26%

PWLB506052 7,157,675               (142,677)                7,014,998                 08/05/2017 15/02/2042 2.25%

PWLB506255 6,638,222               -                        6,638,222                 10/08/2017 10/04/2067 2.64%

PWLB506729 8,602,616               -                        8,602,616                 13/12/2017 10/10/2042 2.35%

PWLB506995 8,629,260               -                        8,629,260                 06/03/2018 10/10/2042 2.52%

PWLB506996 8,949,910               -                        8,949,910                 06/03/2018 10/10/2047 2.62%

PWLB507749 8,934,808               (159,624)                8,775,184                 10/09/2018 20/07/2043 2.42%

PWLB508485 19,364,192             (110,690)                19,253,502               11/02/2019 20/07/2068 2.52%

PWLB509840 9,149,528               (173,683)                8,975,845                 04/09/2019 20/07/2044 1.40%

KBC Bank N.V * 5,000,000               -                        5,000,000                 08/10/2004 08/10/2054 4.50%

KBC Bank N.V * 5,000,000               -                        5,000,000                 08/10/2004 08/10/2054 4.50%

Commerzbank AG Frankfurt* 10,000,000             -                        10,000,000               27/04/2005 27/04/2055 4.50%

Medium term

Portsmouth C.C. 5,000,000               -                        5,000,000                 19/12/2019 19/12/2022 1.65%

Total Borrowing 218,286,693            (946,265)                217,340,428              

 
 
 

 
*All LOBO’s (Lender Option / Borrower Option) have reached the end of their fixed interest 
period and have reverted to the variable rate of 4.50%. The lender has the option to 
change the interest rate at 6 monthly intervals.  Should the lender use the option to change 
the rate, then at this point the borrower has the option to repay the loan without penalty. 
 
The ”Change in Quarter” movement on some of the PWLB loans reflects that these loans 
have an annuity repayment profile, so repayments of principal are made on a 6 monthly 
basis throughout the life of the loans. 
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APPENDIX 5: Arlingclose Economic & Market Review       
 
Economic background: The ongoing conflict in Ukraine has continued to put pressure on 
global inflation and the economic outlook for UK and world growth remains weak. The UK 
political situation towards the end of the period following the ‘fiscal event’ increased 
uncertainty further. 
 
The economic backdrop during the April to September period continued to be 
characterised by high oil, gas and commodity prices, ongoing high inflation and its impact 
on consumers’ cost of living, no imminent end in sight to the Russia-Ukraine hostilities and 
its associated impact on the supply chain, and China’s zero-Covid policy. 
 
Central Bank rhetoric and action remained robust. The Bank of England, Federal Reserve 
and the European Central Bank all pushed up interest rates over the period and committed 
to fighting inflation, even when the consequences were in all likelihood recessions in those 
regions. 
 
UK inflation remained extremely high. Annual headline CPI hit 10.1% in July, the highest 
rate for 40 years, before falling modestly to 9.9% in August. RPI registered 12.3% in both 
July and August. The energy regulator, Ofgem, increased the energy price cap by 54% in 
April, while a further increase in the cap from October, which would have seen households 
with average energy consumption pay over £3,500 per annum, was dampened by the UK 
government stepping in to provide around £150 billion of support to limit bills to £2,500 
annually until 2024. 
 
The labour market remained tight through the period but there was some evidence of 
easing demand and falling supply. The unemployment rate 3m/year for April fell to 3.8% 
and declined further to 3.6% in July. Although now back below pre-pandemic levels, the 
recent decline was driven by an increase in inactivity rather than demand for labour. Pay 
growth in July was 5.5% for total pay (including bonuses) and 5.2% for regular pay. Once 
adjusted for inflation, however, growth in total pay was -2.6% and –2.8% for regular pay. 
 
With disposable income squeezed and higher energy bills still to come, consumer 
confidence fell to a record low of –44 in August, down –41 in the previous month. Quarterly 
GDP fell -0.1% in the April-June quarter driven by a decline in services output, but slightly 
better than the 0.3% fall expected by the Bank of England. 
 
The Bank of England increased the official Bank Rate to 2.25% over the period. From 
0.75% in March, the Monetary Policy Committee (MPC) pushed through rises of 0.25% in 
each of the following two MPC meetings, before hiking by 0.50% in August and again in 
September. August’s rise was voted by a majority of 8-1, with one MPC member preferring 
a more modest rise of 0.25%. the September vote was 5-4, with five votes for an 0.5% 
increase, three for an 0.75% increase and one for an 0.25% increase. The Committee 
noted that domestic inflationary pressures are expected to remain strong and so given 
ongoing strong rhetoric around tackling inflation further Bank Rate rises should be 
expected. 
 
On 23rd September the UK government, following a change of leadership, announced a 
raft of measures in a ‘mini budget’, loosening fiscal policy with a view to boosting the UK’s 
trend growth rate to 2.5%. With little detail on how government borrowing would be 
returned to a sustainable path, financial markets reacted negatively. Gilt yields rose 
dramatically by between 0.7% - 1% for all maturities with the rise most pronounced for 
shorter dated gilts. The swift rise in gilt yields left pension funds vulnerable, as it led to 
margin calls on their interest rate swaps and risked triggering large scale redemptions of Page 132



assets across their portfolios to meet these demands. It became necessary for the Bank of 
England to intervene to preserve market stability through the purchase of long-dated gilts, 
albeit as a temporary measure, which has had the desired effect with 50-year gilt yields 
falling over 100bps in a single day.  
 

Bank of England policymakers noted that any resulting inflationary impact of increased 
demand would be met with monetary tightening, raising the prospect of much higher Bank 
Rate and consequential negative impacts on the housing market.   
 

After hitting 9.1% in June, annual US inflation eased in July and August to 8.5% and 8.3% 
respectively. The Federal Reserve continued its fight against inflation over the period with 
a 0.5% hike in May followed by three increases of 0.75% in June, July and September, 
taking policy rates to a range of 3% - 3.25%. 
 

Eurozone CPI inflation reached 9.1% y/y in August, with energy prices the main contributor 
but also strong upward pressure from food prices. Inflation has increased steadily since 
April from 7.4%. In July the European Central Bank increased interest rates for the first 
time since 2011, pushing its deposit rate from –0.5% to 0% and its main refinancing rate 
from 0.0% to 0.5%. This was followed in September by further hikes of 0.75% to both 
policy rates, taking the deposit rate to 0.75% and refinancing rate to 1.25%. 
 

Financial markets: Uncertainty remained in control of financial market sentiment and 
bond yields remained volatile, continuing their general upward trend as concern over 
higher inflation and higher interest rates continued to dominate. Towards the end of 
September, volatility in financial markets was significantly exacerbated by the UK 
government’s fiscal plans, leading to an acceleration in the rate of the rise in gilt yields and 
decline in the value of sterling. 
 

Due to pressure on pension funds, the Bank of England announced a direct intervention in 
the gilt market to increase liquidity and reduce yields. 
 

Over the period the 5-year UK benchmark gilt yield rose from 1.41% to 4.40%, the 10-year 
gilt yield rose from 1.61% to 4.15%, the 20-year yield from 1.82% to 4.13% and the 50-
year yield from 1.56% to 3.25%. The Sterling Overnight Rate (SONIA) averaged 1.22% 
over the period. 
 

Credit review: In July Fitch revised the outlook on Standard Chartered from negative to 
stable as it expected profitability to improve thanks to the higher interest rate environment. 
Fitch also revised the outlook for Bank of Nova Scotia from negative to stable due to its 
robust business profile. 
 

Also in July, Moody’s revised the outlook on Bayerische Landesbank to positive and then 
in September S&P revised the GLA outlook to stable from negative as it expects the 
authority to remain resilient despite pressures from a weaker macroeconomic outlook 
coupled with higher inflation and interest rates. 
 

Having completed its full review of its credit advice on unsecured deposits at UK and non-
UK banks, in May Arlingclose extended the maximum duration limit for five UK banks, four 
Canadian banks and four German banks to six months. The maximum duration for 
unsecured deposits with other UK and non-UK banks on Arlingclose’s recommended list is 
100 days. These recommendations were unchanged at the end of the period. 
 

Arlingclose continued to monitor and assess credit default swap levels for signs of credit 
stress but made no changes to the counterparty list or recommended durations. 
Nevertheless, increased market volatility is expected to remain a feature, at least in the 
near term and, as ever, the institutions and durations on the Authority’s counterparty list 
recommended by Arlingclose remains under constant review. 
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APPENDIX 6 
 

Interest & Capital Financing Costs – Budget Monitoring 2022/23 
 

  YEAR END POSITION   

April 2022 to September 2022 
Budgeted 
Spend or 
(Income) 

Forecast 
Spend or 
(Income) 

Forecast 
over or 
(under) 
spend ADV/FAV 

  £'000 £'000 £'000   

Interest & Capital Financing     

- Debt Costs 8,031 7,531 (500) FAV 

- Internal Repayment of Loan Charges (13,052) (13,052) 0  

- Ex Avon Debt Costs 980 980 0  

- Minimum Revenue Provision (MRP) 9,678 9,678 0  

- Interest on Balances (425) (875) (450) FAV 

Total  5,212 4,262 (950) FAV 
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APPENDIX 7 
 

Summary Guide to Credit Ratings 
 
Rating 
 

Details 

AAA Highest credit quality – lowest expectation of default, which is unlikely to be 
adversely affected by foreseeable events. 
 

AA Very high credit quality - expectation of very low default risk, which is not likely to 
be significantly vulnerable to foreseeable events. 
 

A High credit quality - expectations of low default risk which may be more 
vulnerable to adverse business or economic conditions than is the case for 
higher ratings. 
 

BBB Good credit quality - expectations of default risk are currently low but adverse 
business or economic conditions are more likely to impair this capacity. 
 

BB Speculative - indicates an elevated vulnerability to default risk, particularly in the 
event of adverse changes in business or economic conditions over time. 
 

B Highly speculative - indicates that material default risk is present, but a limited 
margin of safety remains. Capacity for continued payment is vulnerable to 
deterioration in the business and economic environment. 
 

CCC Substantial credit risk - default is a real possibility. 
 

CC Very high levels of credit risk - default of some kind appears probable. 
 

C Exceptionally high levels of credit risk - default is imminent or inevitable. 
 

RD Restricted default - indicates an issuer that has experienced payment default on 
a bond, loan or other material financial obligation but which has not entered into 
bankruptcy filings, administration, receivership, liquidation or other formal 
winding-up procedure, and which has not otherwise ceased operating. 
 

D Default - indicates an issuer that has entered into bankruptcy filings, 
administration, receivership, liquidation or other formal winding-up procedure, or 
which has otherwise ceased business. 
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APPENDIX 8 
 
Extract from Treasury Management Risk Register – Top 5 Risks 
 
 

Trend

1 2 3 4 5 1 2 3 4 5

M M 1 2 3

1 R01 Liquidity Risk - The risk that cash 

will not be available when it is 

needed, that ineffective 

management of liquidity creates 

additional unbudgeted costs, and 

that the organisation’s 

business/service objectives will be 

thereby compromised.

2 3 6 6 6 6

Obtain approval of annual Treasury 

Management Strategy by February 

Council.

Carry out weekly reviews of investment 

portfolio and planned actions.

Carry out monthly dashboard meeting 

with Chief Finance Officer.

Consider short and medium term cash 

balances and cashflows to inform any 

short - medium term borrowing 

requirement.

2 R02 Interest Rate Risk - The risk that 

fluctuations in the levels of interest 

rates create an unexpected or 

unbudgeted burden on the 

organisation’s finances, against 

which the organisation has failed 

to protect itself adequately

4 3 12 9 9 4

Monitor interest rates on a monthly 

basis and compare with budget to 

determine impact on Council finances 

and report through monthly Treasury 

Dashboard.

Report implication of interest rate 

changes to Cabinet as part of quarterly 

Treasury Management Performance 

Report.

Explore alternative potential investment 

products following new freedoms - 

including corporate bonds, gilts, 

Certificate of Deposits etc.

Discussion with our treasury advisors 

on any new borrowing in terms of 

duration and timing given the current 

volatility in the gilt market and PWLB 

interest rates.

3 R04 Inflation Risk - The risk that 

prevailing levels of inflation cause 

an unexpected or unbudgeted 

burden on the organisation’s 

finances, against which the 

organisation has failed to protect 

itself adequately.

4 3 12 12 9 4

Liaise with Chief Finance Officer to 

ensure Inflation both current and 

projected forms part of the medium 

term financial planning framework.

4 R05 Credit and Counterparty Risk - 

The risk of failure by a third party 

to meet its contractual obligations 

to the organisation under an

investment, borrowing, capital, 

project or partnership financing, 

particularly as a result of the third 

party’s diminished 

creditworthiness, and the resulting 

detrimental effect on the 

organisation’s capital or current 

(revenue) resources.

3 4 12 12 12 12

Complete annual review of 

Counterparty List with external advisors 

to feed into Treasury Management 

Strategy.

Regular review of counterparty financial 

standing through use of credit ratings, 

credit default swap rates and national 

press coverage and liaison with Chief 

Finance Officer and external advisors 

to consider any issues / change in 

circumstances of counterparties.

5 R09 Key Personnel - There is a risk 

that staff absence results in the 

inability to process Treasury 

Management transactions.

3 3 9 9 9 9

Produce & maintain a Business 

Continuity Plan to manage staff 

absences

Provide refresher training and 

periodically ask secondary process 

operators to run the treasury process to 

ensure that there are a number of 

people able to perform the treasury 

activity

R
is

k
 N

r

Description

L H L H

Likelihood 

Current Risk Score

This 

Period
Periods Ago

Management Action

Impact 
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Bath & North East Somerset Council 
 

MEETING: Corporate Audit Committee 

MEETING 
DATE: 

24th November 2022 
AGENDA 
ITEM 
NUMBER 

 

TITLE: Internal Audit – Update Report 

WARD: ALL 

AN OPEN PUBLIC ITEM  

List of attachments to this report: 

Appendix 1 - Audit Reviews Position Statement (2022/23) 

Appendix 2 – Follow-Up Reviews 

Appendix 3 – Exception Reports for Audit Reviews with No or Limited Assurance 

 
 

1 THE ISSUE 

1.1 This report is to provide an update on the work of the Internal Audit team and 
progress made in delivering the Annual Audit Assurance Plan 2022/23 which was 
presented and approved by the Committee on 22nd April 2022. 

 

2 RECOMMENDATION 

2.1 The Corporate Audit Committee notes the progress in delivery of the 2022/23 
Annual Audit Assurance Plan and approves the proposed amendment to the Audit 
Plan 2022/23. 

 

3 THE REPORT 

3.1 The Annual Internal Audit Plan for 2022/23 was presented to the Corporate Audit 
Committee on the 22nd April 2022.  

 

3.2 INTERNAL AUDIT WORK UPDATE 

3.2.1 Internal Audit Plan – Half Year Review 

3.2.2 This report summarises the work of the Internal Audit team during 2022/23, this 
includes planned and unplanned reviews from the 2022/23 audit plan along with 
carried forward work from 2021/22 and associated work to support the internal 
control framework. 
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3.2.3 The 2022/23 Internal Audit Plan approved in April 2022 recorded 34 areas to 
audit and provide assurance to management, the Audit Committee and Council. 
Appendix 1 records progress to 30th September 2022.  

3.2.4 During the year there has been a reduction in resources available with two of the 
three Audit Managers in the Team’s structure leaving our employment and we 
have not been able to recruit replacements based on market conditions. A 
restructure is therefore being considered to re-align resources for 2023/24.  

3.2.5 Along with unplanned work this has impacted on the delivery of the 2022/23 plan 
and it has therefore been necessary to review the plan and inform the Committee 
that 3 audit reviews will not start this financial year following a risk assessment of 
the resources available. These reviews are Revenue Estate Asset Utilisation; 
GLL Contract Management; and Income Management - Collection & 
Reconciliation of Service Provision Income. These have been highlighted in red 
in Appendix 1 and Committee is being asked to approve this amendment to the 
Internal Audit Plan. 

3.2.6 Internal Audit Plan Work 2021/22 (Reports Published in 2022/23) - As at 31st 
March 2022, twelve Audit Reviews were still work in progress or at/or near 
report writing stage. The work on these reviews has now been fully completed 
and those with limited or no assurance are reported at Appendix 3. 

3.2.7 Internal Audit Plan Work 2022/23 - In relation to the 2022/23 plan ten of the 
areas for audit are at report stage and another eight audits are recorded as 
‘Work-In Progress’. In addition to that we have contacted management and 
agreed scope and start dates for another five reviews. 

3.2.8 For the ten reported audits, six were ‘Assurance Reports’ – four were assigned a 
Level 3 ‘Reasonable Assurance’ or above rating and the remaining two audit 
reports were assigned a Level 2 ‘Limited Assurance’ rating which require 
reporting to the Committee and are detailed at Appendix 3. 

3.2.9 In addition to the formal reviews within the 2022/23 plan a summary of other 
work carried out in the year is detailed below - 

3.2.10 Grant Certification Work – During April the Internal Audit team is required to 
carry out a significant amount of grant certification work. Twenty-four grant 
certification reviews had been completed up to the end of September. This 
generally relates to funding received from WECA and government departments. 

3.2.11 National Fraud Initiative - The data for NFI 2022/23 is currently being 
prepared and submitted. In addition to co-ordinating the submission of data sets 
the audit service will also help review matched data records and liaise with 
Officers within services who have been tasked with reviewing data matching 
reports provided by the Cabinet Office.  

3.2.12 Investigations, Whistleblowing & Unplanned Work – Internal Audit have 
responded to reports of financial irregularity which require advice/ investigation, 
including an unplanned Internal Audit review of cash handling / banking at the 3 
One Stop Shops. This review included providing advice to the Team Leaders on 
the review and updating of the One Stop Shop Cash Control Procedures used 
for staff guidance and training purposes. 
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3.2.13 For the first 6 months of 2022/23, there have not been any whistleblowing 
cases reported to Internal Audit which have highlighted dangerous, illegal or 
unethical activity by Council Officers or Members that required investigation. 
Internal Audit have provided advice to two service areas where potential 
wrongdoing by individuals was identified through their systems of internal control. 
One case is being investigated by the Council’s One West Investigation Service 
and the other has been referred to an employment agency for their investigation. 

3.2.14 Follow-Up Reviews - The Internal Audit team have carried out 8 Audit ‘Follow-
Up reviews to ensure sufficient action has been taken to manage the internal 
control risks identified and reported. The ‘Follow-Ups are recorded in the table at 
Appendix 2 – a simple RAG rating has been used to indicate Internal Audit’s 
assessment as at the date of the ‘Follow-Up’ activity. 

3.2.15 In addition to the 8 ‘Follow-Up reviews Members of the Committee will be 
aware that the Director of Regeneration and Housing attended the 14th July 2022 
meeting to provide an update of progress related to the 2020/21 Property 
Compliance Internal Audit which was assessed as Level 2 ‘Limited Assurance’.  

3.2.16 For reference it was agreed by the Committee that the Director of Regeneration 
and Housing would attend the March 2023 scheduled meeting to provide a 
further update on progress on improving the property compliance function.  

3.2.17 Finally as reported at previous Committee meetings the Internal Audit team are 
required to be assessed independently every 5 years on our professional 
standards. This review is planned to take place in the next month and will involve 
interviews with the Chair of the Audit Committee, the independent co-opted 
Member and key officers including the Chief Finance Officer. 

 

4 STATUTORY CONSIDERATIONS 

4.1 There are no specific statutory considerations related to this report. Accounts & 
Audit Regulations set out the expectations of provision of an Internal Audit 
service. This is supported by S151 of the Local Government Act and CIFPA 
Codes of Practice and the IIA professional standards for delivery of an adequate 
Internal Audit Service. 

 

5 RESOURCE IMPLICATIONS (FINANCE, PROPERTY, PEOPLE) 

5.1 There are no direct resource implications relevant to this report. 

 

6 RISK MANAGEMENT 

6.1 A proportionate risk assessment related to the issue and recommendations has 
been undertaken, in compliance with the Council's decision-making risk 
management guidance. Significant risks to the council arising from an ineffective 
Internal Audit Service include lack of internal control, failures of governance and 
weak risk management. Specific risks include supplementary External Audit Fees, 
undetected fraud and inadequate coverage of risks arising from COVID-19. 
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Internal Audit assists the council in identifying risks, improvement areas and 
recommending good practice. 

6.2 The Corporate Audit Committee has specific responsibility for ensuring the 
Council’s Risk Management and Financial Governance framework is robust and 
effective. 

 

7 EQUALITIES 

7.1 A proportionate equalities impact assessment has been carried out using 
corporate guidelines and no significant issues have been identified. 

 

8 CLIMATE CHANGE 

8.1 There are no direct climate change implications related to this report. 

9 OTHER OPTIONS CONSIDERED 

9.1 No other options to consider related to this report. 

 

10 CONSULTATION 

10.1 The Council's Section 151 Officer has had the opportunity to input to this report 
and has cleared it for publication. 

 

Contact person  Andy Cox (01225 477316) Jeff Wring (01225 477323) 

Background 
papers 

Reports to Corporate Audit Committee –14th July 2022 - 
PROPERTY COMPLIANCE INTERNAL AUDIT REPORT 2021 – 
UPDATE; 22nd April 2022 – INTERNAL AUDIT PLAN - 
2022/2023. 

Please contact the report author if you need to access this report in an 
alternative format 
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Audit Reviews Position Statement (as at 30th September 2022)  Appendix 1 
 

Made Agreed

22-001B Payroll - Monthly Payroll Processing

22-002B SEND (Input into Education Health Care Plan) 

22-003B Highway Structures - Risk Management

22-004B
Payroll (Service Based Review)- Timesheet generated 

payments
WIP

22-005B S106 - Use of funding within timescales Final 2 5 5

22-006B Covid19  - Restrictions - Business Grants Briefing Report N/A N/A N/A

22-007B IT - User education and awareness WIP

22-008B Transport Projects - Cycle Schemes Briefing Report N/A N/A N/A

22-009B Direct Payments (Adults)

22-010B Direct Packages / Payments (Children)

22-011B IT - Risk Management Final 3 5 5

22-012B Highways - Street Works Final 4 2 2

22-013B Main Accounting Systems Interfaces WIP

22-014B
Covid19  - Adult Social Care Grant Funding 

Management
WIP

22-015B Heritage – Income Collection & Banking

22-016B IT - Software Asset Management 

22-017B APF - Cyber Essentials Final - Briefing Report 4 N/A N/A

22-018B Debt Management - Corporate Policy WIP

22-019B
Brokerage Service & Block Contracts - Contract 

Management

22-020B Alternative Education Provision Final 4 5 5

22-021B IT -Service Level Management – Performance Measures Final - Briefing Report N/A N/A N/A

22-022B Community Equipment (Asset Management) Draft 2 6

22-023B Revenue Estate - Asset Utilisation 

22-024B
Creditor Payments - Data Analytics (Inc use of Meridian) 

& Late Payments Liability 
WIP

22-025B
LADO (Local Authority Designated Officer) - Statutory 

Responsibilities
Draft 5 2

22-026B APF - System Access Controls

22-027B
Income Management - Collection & Reconciliation of 

Service Provision Income

22-028B IT - Secure configuration (Servers and Systems) 

22-029B Health Safety & Wellbeing - Managing the Risks WIP

22-030B Ecological Emergency

22-031B Council Tax & NNDR - Exemptions / Discounts / Relief WIP

22-032B APF - Pensions Governance - New Pension Regulations

22-033B GLL Contract Management - Governance 

22-034B IT - Change Management WIP

Audit Ref Topic Status
Assurance 

Level

Recommendations
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Appendix 2 – Follow-Up Reviews 
 

Audit Report Reported 
Assurance Level 

Summary of Follow-Up findings  

19-002B Avon Pension Fund 
COP14 Data Protection  

4 Substantial 
Assurance 

Green - All 3 recommendations 
implemented in full or part 

20-022B Council Tax Liability 
(Billing & Refunds) 

3 Reasonable 
Assurance 

Green – All 5 recommendations 
implemented 

20-025B Avon Pension Fund 
COP 14 Pensions 
Governance 

4 Substantial 
Assurance 

Green - All 3 recommendations 
implemented in full or part 

20-028B Housing Benefit 
Processing Claims 
(Overpayments) 

4 Substantial 
Assurance 

Green - 2 recommendations 
implemented 

21-003B Adult Social Care – 
Supplier Relief Scheme 

4 Substantial 
Assurance 

Green - 2 recommendations 
implemented 

21-006B Clean Air Zone 
(Income & Interfaces) 

4 Substantial 
Assurance 

Green - All 6 recommendations 
implemented 

21-014B Joint Agency Panel Briefing Report  Green – 5 of 9 recommendations 
implemented and 4 linked to current 
external JAP review reporting in 
December 2022 

20-015B Avon Pension Fund 
Risk Management 

4 Substantial 
Assurance 

Amber – management have requested 
additional time to implement 3 
recommendations– revised 
implementation date of 31/12/2022 
agreed based on recent appointment 
of a new Governance & Risk Officer 

21-017B Community 
Resource Centre & Extra 
Care Housing Schemes 

3 Reasonable 
Assurance 

Amber – Management have requested 
additional time to implement the audit 
recommendations. All should be 
implemented by April 2023.  
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Appendix 3 – Exception Reports – Audit Reviews with No or Limited Assurance 
 

Audit  
 

Background  High Risk Weaknesses Agreed Actions 

Health Safety & Wellbeing 
– Managing the Risks 
 
AUDIT OPINION – LEVEL 2 – 
LIMITED ASSURANCE 

On the back of the 2020/21 Property 
Compliance Review an audit of ‘Health 
Safety & Wellbeing - Managing the 
Risks’ was programmed. This was a 
high-level review of the arrangements 
in place to ensure that significant 
HS&W risks both Corporate (generic 
employer responsibilities), and 
specific Service provision (including 
commissioned services) risks were 
being identified, clearly defined, 
recorded and then effectively 
monitored (i.e. implementation of 
related actions / internal controls). 

In particular, the focus was on the role 
of the Council’s Health, Safety and 
Wellbeing Team in ensuring the risk 
profile of the organisation is being 
assessed to determine the greatest 
risks and how these risks are 
managed, monitored and reported 
(including providing assurances to the 
Health, Safety & Wellbeing Steering 
Committee). 

 

Documenting HSWB risks 

The Council does not currently maintain an 
effective framework to document and monitor 
HSWB risks.  

Through their liaison and support with the 
individual service areas across the Council, 
including work around compliance audits and 
inspections, the HSWB Team maintain and 
improve their awareness of the key HSWB risks 
faced by services. 

However, risk registers are not being maintained at 
Director, Service / Team level to assist and 
evidence the management of risks and help inform 
the corporate body of current risk exposure. If risk 
registers were maintained, it would assist in the 
maintenance of high-level risk dashboard(s) for 
management / monitoring purposes 

a) Chief Operating Officer to ensure that 
Directorate Risk Registers are in place by 30/6/22 
and being maintained.  
Officer Corporate Risk Management Group will help 
ensure that Corporate and Directorate risk registers 
regularly reviewed / updated.  
Directorate Risk Registers raised with Cabinet at 
Informal Cabinet meeting held on 3/5/22 (as part of 
a broader risk management discussion). Cabinet 
Members were requested to discuss risk registers 
with directors at their 1- 1s.  
 

b) The HSWB team will review the Directorate Risk 
Registers and create a HSWB dashboard.  
The HSWB team will review the control measures in 
place and align HSWB Business Partners to work 
with Directors at regular intervals to record 
progress on HSWB Dashboard and present to HSWB 
Committee.  
Health and Safety Risks that are identified by the 
Directorate / Service / Project / Corporate Risk 
Registers will be presented to the HSWB Steering 
Committee as a standard agenda item and 
supported with reports by CRMG.  
 
c) The HSWB team will support and propose KPI’s 
that could be developed for the monitoring of 
managing H&S risks on risk registers, and ensure 
these are pro-actively monitored and included as 
regular discussion with Directors.  

d) An annual HSWB audit plan will be determined 
which gives consideration to HSWB risks and 
consideration determined by Directorate / Service / 
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Project / Corporate Risk Registers and will be 
monitored accordingly. 

  Membership of HSWB Steering Committee 

A review of the membership of the committee 
identified ‘reporting officers’ attending even if 
briefings/ updates were note being reported to the 
meeting. Plus, a reporting officer had not been 
identified / assigned from Children's Services and 
therefore HSWB risks and compliance reports for 
Children Services had not been submitted. 

Director of People & Policy (CB) and HSWB Team 
Manager (TC) will amend Steering Committee 
membership to include core and reporting officers 
and establish clear work plan covering strategy and 
development and review of risk registers and service 
reports. 

  Monitoring & Reporting of Key HSWB Risks 

A review of the current reporting arrangements to 
the HSWB Steering Committee identified that 
whilst comprehensive and detailed reports are 
provided from the three key/ identified key 
reporting services, the format and content of the 
current reporting is considered low level, i.e. 
operationally focused. High level risk monitoring 
reporting was not being compiled / presented to 
enable Committee members to monitor risk 
management across services and the organisation 
to enable them to focus on areas assessed as 
higher risk and needing attention. 

Dashboard(s) are:  

1) Periodically reviewed (at least quarterly) by the 
HSWB Team in liaison with individual service areas/ 
risk owners, to ensure it accurately reflects the 
current compliance status/ risk rating based on:  

•Recent data from KPI reporting. 
•Known issues and impacts affecting 
compliance.  
• Results of audits and inspections.  
• Impact of actual controls in place and 
progression of planned controls.  

2) Presented as a standing agenda item to the 
HSWB Steering Group at every meeting for review, 
scrutiny and challenge.  
The HSWB Team Manager should invite reporting 
officers/ risk owners to explain risks/ issues requiring 
attention and action plans where necessary, i.e. 
where risk scores are high, or the committee has 
diarised a request to review and revisit progress 
against previously reported actions. 
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Audit  
 

Background  High Risk Weaknesses Agreed Actions 

IT Audit - Capacity and 
Availability 
 
AUDIT OPINION – LEVEL 2 – 
LIMITED ASSURANCE 

Capacity and availability management 
are the IT Infrastructure Library (ITIL®) 
names for two of the ICT service 
management practices that ensure 
organisations have sufficient ICT 
systems and services, available when 
users need them, and that 
performance meets users' needs. 

Capacity and performance  
Aims to match the business, service, and   
component capacity of IT to the 
organisation's demand for ICT resources.  
 
Availability  
Ensures that availability targets for ICT 
services, components and resources are 
measured and achieved, and that they 
match or exceed the current and future 
agreed needs of the business in a cost-
effective manner.  

 

Performance, Capacity and Availability 
monitoring  

The daily tasks workbook is focused on server 
operations. It does not include network 
infrastructure (routers, switches), network links, 
firewalls, operation of the Uninterruptable Power 
Supply (UPS) or the new laptop fleet 

Implement monitoring tools for the network and 
other infrastructure components and set up a daily 
monitoring procedure like (or integrated with) the 
Servers and Networks team daily checks. IT Services 
have software (MicroTik’s ‘The Dude’ and 
OpManager) that are capable of monitoring the 
performance of network devices.  

Prioritise the business-critical systems and services 
for performance, capacity, and availability monitoring 

  Service trends and changing business needs   

There is no formal process to identify and review 
the availability and capacity implications of IT 
service trends and changing business needs 

Establish processes to analyse the availability and 
capacity implications for annual trends in 
consumption of ICT services and where new 
solutions and business changes are introduced.  

Create availability and capacity plans to deliver 
required ICT service levels and changes in 
consumption and demand.  

Recognise adverse capacity and availability impacts in 
the IT Services risk register and agree mitigations with 
the affected Business System Owners 
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Audit  
 

Background  High Risk Weaknesses Agreed Actions 

IT Audit – Incident 
Response 
 
 
AUDIT OPINION – LEVEL 2 – 
LIMITED ASSURANCE 

For cyber security and incident 
response related IT audit reviews it is 
not considered appropriate to report 
individual weaknesses and action 
plans within the public domain.  

However, it can be reported that 
action has / is being take including 
having a Cyber Security Operational 
Group in place to coordinate and 
oversee operational focussed cyber 
security related activity; and the 
Group is overseeing improvements 
required to respond to a cyber 
incident. 

 

Not Reported Not Reported 

S106 – Use of Funding 

AUDIT OPINION –LEVEL 2 
– LIMITED ASSURANCE 

 

The key planning tools for securing 
developer contributions to be used to 
provide infrastructure to support 
development and mitigate the impact 
of development are through 
Community Infrastructure Levy (CIL) 
or previously Section 106 legal 
agreements used to address site 
specific impacts arising from individual 
developments. 

The report on S106 – Use of Funding 
was discussed by the Head of Audit & 
Assurance with the Director of 
Sustainable Communities and Head of 
Planning and separately with the 
Council’s Chief Operating Officer. It 
was considered very important that 
senior management took the 
necessary co-ordinating action to 

Failure to maintain an accurate Central Record 
of S106 Committed / Actual Spend / Balances 
Held.  

The Council’s financial system Agresso was being 
relied upon however Agresso could not provide 
full explanatory details of the committed / actual 
spend activities linked with projects aligned to 
individual S106 agreements and the timescales 
for using the balances held. Therefore, it was 
concluded that a comprehensive S106 record 
was not being maintained by the Council even 
though a suitable computer system (Exacom) is 
available for use.  

The potential implications were: 
1) Significant sums on the balance sheet 

become time barred and subject to 
repayment to the developer. 

2) Funding committed / spent do not meet the 

Heads of each responsible Service to take charge of 
their own projects on Exacom so that they can 
accurately track and update their spend for their 
own projects. This will enable the S106 Monitoring 
Officer in Planning Service to effectively monitor 
S106 timely spend. 
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ensure all relevant Heads of Service 
deployed the required resources to 
update and maintain Exacom S106 
records. This audit and the 
implementation of actions will be 
subject to a ‘follow-up’ in Q1 2023/24. 

criteria set out in the S106 – again making 
funds potentially repayable. 

3) Waste of resources when having to compile 
information when required to respond to 
individual S106 enquiries 

  Failure of assigned Officers to fulfil to maintain 
Exacom System data 

The ‘Planning Obligations / CIL Spend Protocol’ 
approved in June 2018 is not being adhered to in 
terms of recording of up to date committed and 
actual spend data. 
Based on this, Exacom does not provide an 
accurate, up to date position statement in terms 
of: committed / actual spend sums; details of the 
associated projects; and current unallocated 
balances held against each S106 agreement. 

Head of Planning and Planning Monitoring Officer 
to work with Heads of Service and assigned Officers 
to improve Exacom record keeping which will in 
turn help ensure adherence to the ‘Planning 
Obligations / CIL Spend Protocol’  

 

  Failure to monitor S106 spend timescales  

An effective system to monitor balances and 
spend timescales was not in place to ensure 
funds were being committed (with planned 
completion date) / spent.  

Currently the responsibility to monitor balances 
for individual cases is with the individual service 
spend manager(s). 

A sample of 22 S106 agreements identified  

• 15 (68%) totalling £604,337 had incorrect 
‘spend by’ dates recorded in Exacom. 

• 7 (32%) totalling £369,672 had reached their 
spend by date outlined in the S106 agreement. 

In one case it was identified that £56,095 was 
being returned to the developer. 

Once Exacom is being used to maintain accurate 
records (through joint working between the Officers 
in the Service areas and Project Finance) the Planning 
Monitoring Officer will flag any unallocated/unspent 
money especially when nearing S106 spend 
deadlines. 
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Audit  
 

Background  High Risk Weaknesses Agreed Actions 

Community Equipment 
Store 
 
AUDIT OPINION – LEVEL 2 – 
LIMITED ASSURANCE 

In May 2021, the Cabinet Member for 
Adult Services & Council House 
Building approved a decision to bring 
the Community Equipment Service in-
house. The Service was transferred in-
house from Sirona Care & Health 
Community Interest Company. The 
service provides equipment to clients 
of the Council and NHS Bath Swindon 
Wiltshire Integrated Care Board under 
a pooled budget arrangement. There 
is an annual budget of £675,000 to 
operate the service. 

The objective of the audit was to focus 
on the operation of the main store 
based in Radstock. 

The Community Equipment Store is 
now being managed by the 
Regeneration & Housing Service based 
on the Housing Team who manage the 
Disabled Facilities grants and the 
minor adaptations service within the 
Council. 

Management of this Service have 
been very positive in terms of planned 
actions related to the Internal Audit 
and steps have already been taken to 
improve access controls to the store 
and to implement the stock scanning 
system. The agreed actions based on 
the Internal Audit Report will be 
followed-up un 2023/24. 

 

Failure to Manage Stock (minimum, re-order, 
and maximum Stock levels) 

At the time of the audit, minimum, re-order and 
maximum levels of stock had not been agreed and 
monitored to inform decision making when 
purchasing stock items. 

The data that has been collected in relation to the 
purchasing, receipt and issuing of stock items should 
be analysed to enable minimum, re-order, and 
maximum stock levels to be determined. 
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Audit  
 

Background  High Risk Weaknesses Agreed Actions 

  Failure to Control Movement of Stock 

It was found that the stock levels recorded on 
the Elms2 system were not correct. This was due 
to prescribers collecting the equipment from the 
store without requesting the equipment on via 
Elms2 beforehand and requesting the equipment 
after removing it from the store. This means that 
for a period of time the Elms2 stock system will 
show a larger inventory of stock than is actually 
the case.  

 

Access to the Community Equipment Store should 
be restricted to the Community Equipment Team 
and all other staff / visitors entering the room 
should be supervised. 

Documentation must be immediately completed 
by ‘authorised’ personnel to record all stock 
movements and this documentation must follow a 
process to ensure that stock records (Elms2) are 
updated accurately and within a reasonable time 
period. 

The Community Equipment Manager should 
implement the remote scanning system to help 
maintain accurate stock records. 
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