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3   Minutes 1 - 5 

 To confirm the minutes of the meeting held on 17 November 2016. 
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Audit Committee Minutes 
 
Date: 17 November 2016 
  

Time: 7.00  - 8.00 pm 
  

PRESENT: Councillor M C Appleyard (in the Chair) 
 

Councillors S Saddique, A Lee, Ms C J Oliver, G Peart, G C Hall and M Hanif 
  
Also present:   Sue Gill (External Auditor, Ernst & Young) 

 
24 APOLOGIES  FOR ABSENCE  

 
Apologies for absence were received from Councillor N Teesdale and Maria 
Grindley (Ernst & Young). 
 

25 MINUTES  
 

RESOLVED:  That the minutes of the meeting held on 22 September 
2016 be confirmed as a correct record and signed by the Chairman. 

 
26 DECLARATIONS OF INTEREST  

 
There were no declarations of interest. 
 

27 2016/17 QUARTER 2 SERVICE PERFORMANCE REPORT  
 
The Committee were provided with an update on a selection of the corporate 
performance measures for Q2 (July – September).  
 
Information was provided on 19 Level 1 Measures identified by the Audit Committee 
which included base data as appropriate to put the percentage outturns in context.  
 
Chairman thanked Officers again for the new look report style, in particular the 
‘snapshot’ and provision of base data to helpfully put percentages and performance 
into context.  Members were reminded that the role of Audit Committee in reviewing 
service performance was to flag up areas from a day-to-day management 
perspective that they felt needed addressing and raise these with Cabinet.  A 
suggestion was made for Cabinet Members to attend with Officers to talk through 
specific service areas going forward. This was to be raised by the Chairman with 
the Leader. 
 
During the discussion members made a number of points and the following 
questions were asked based on the quarter 2 report: 
 
Complaints: Members asked for numbers of complaints by service so that they 
could better understand the spread. 
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Invoices paid in 30 days:  The Council pay invoices within 30 days and would 
acknowledge this as best practice.  It was requested on how this compared to 
supplier payments to us.  If the norm was not 30 days were there any actions that 
could be taken to instil our best practice elsewhere?  
 
Processing Housing / Council Tax benefit claims:  Comparative data was 
requested to put our performance in context to ‘nearest neighbours’ and other 
districts in Bucks.  It was acknowledged that assessment work is complex and 
needs to be correct (given links to wider benefit provision) and this will impact time 
taken on new claims.  Anecdotal evidence given from use of local food bank in that 
half of users was stated reason as waiting for housing benefit.  Members asked 
what arrangements / provision was in place for interim payments / support to help 
such individuals.  
 
Council Tax and NNDR collection rates: It was noted that we have a high 
collection rate and that this has been sustained for many years which was a credit 
to the team.  Information was requested to understand the following: (a) What does 
the ‘extra’ 2% (CllTax) / 1.5% (NNDR) equate to in money terms?  (b) What are the 
key reasons that we are unable to collect 100% in both categories? (c) what is the 
recovery process followed? (d) what would the costs be to increase our recovery 
rates? i.e. to move from 98% to 98.5% (e) how do our collection rates compare to 
our nearest neighbours and the other districts in Bucks  
 
Homelessness applications: Officers reported that Members had requested 
further information on this area at the last meeting however it was agreed that it 
would be more useful to invite the Service Manager (and Cabinet Member if 
approved) to talk about the scope of the work of the team and the increasing 
demand for the service to provide a fuller context to the measures reported. 
 
Minor planning applications:  Members requested a breakdown of categories of 
application that are classed ‘minor’ to understand the numbers of each. Members 
asked whether ‘permitted development’ and ‘retrospective applications’ was 
captured within this measure and the quantum / volume of these.  Information was 
also requested about our enforcement activity and what measures we have in place 
to track this. 
 
Customer Service Centre: Officers were thanked for the information sheet.  
Request made to have information about the scope / types of calls received in the 
last quarter to help members better understand the key areas of contact. Members 
also asked what scope we had to renegotiate our targets as parts of the contract 
i.e. improve the 70% target for calls answered in 20 seconds.  
 

RESOLVED: That the 2015/16 Service Performance Q2 (July – 
September) be noted. 

 
28 AUDIT,RISK & FRAUD MANAGER'S HALF YEARLY REPORT  

 
The Audit, Risk and Fraud Manager presented his progress update of the Audit, 
Risk and Fraud Division for the first six months of the 2016/17 financial year.   
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It was reported that the number of audits that had been undertaken to date was low 
due to a reduced audit programme and the scheduling of core financial reviews.  
There were seven  reviews currently in progress: 
 

 Food Safety 

 Treasury Management 

 Licensing (Hackney Carriages/Private Hire and Operator Licences) 

 Main Accounting and Budgetary Control 

 Building Control 

 Tree Preservation Orders 

 Waste Management Contract – Follow- up     
 
Members noted the scheduling of the remaining programme.   
 
The Committee were also informed that a further member of staff had been 
recruited to the Corporate Fraud Team which provided a complement of one FTE 
Corporate Investigator filled on a part time basis by two officers.   
 
It was noted that the Department for Work and Pensions were responsible for 
investigating housing benefit fraud and held separate prosecuting powers to the 
Corporate Fraud Team.  As part of its investigations the Corporate Fraud team has 
undertaken joint working with the Housing Team and Environmental Health team to 
pursue successful prosecutions.  
 
The Corporate Fraud Team continues to review referrals from the National Fraud 
Initiative which is a mandatory data matching exercise between local authorities 
and agencies to detect fraudulent activities.  
 
In response a query it was confirmed in the table providing the types of referrals the 
team had received that DPA stood for Data Protection Act , these were requests 
from the police under the Data Protection Act to provide information.  It was noted 
that the acronyms would be provided in full in future reports.  Also the 4 ratings 
used in the provision of the audit opinion would be linked more clearly to the 
prioritisation rating applied to the individual audit recommendations. 
 

RESOLVED: That the Audit, Risk & Fraud Manager’s Half-Yearly 
Report for the period ending 30 September 2016 be noted. 

 
29 APPOINTMENT OF EXTERNAL AUDITOR  

 
The Audit Risk and Fraud Manager provided a report on the appointment of the 
Local Auditor for the Council, a copy of which is attached to the minutes as 
Appendix A. 
 
Under the Local Audit and Accountability Act 2014 the Council is required to 
appoint a Local Auditor by 31 December 2017 with further appointments made at 
least once every 5 years. A separate engagement may be required for the audit of 
the housing benefit subsidy claim. 
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The Committee noted there were two options to appoint the Local Auditor, these 
were: 
 

 That Council establish an auditor panel to oversee the procurement and 
make its recommendation to full Council.  The Audit Panel would then be 
required to monitor the performance, independence and relationship with 
officers of the chosen External Auditor. 
 

 To choose the Sector led route and appoint the Public Sector Audit 
Appointments (PSAA) which has been appointed on a nationwide basis and 
approved by the DCLG.  The PSAA would appoint the local auditor on the 
Council’s behalf and would be the least resource intensive option. 
 

In the unlikely event of a relationship breakdown between the Council and the 
appointed Local Auditor it would be the responsibility of the PSAA to intervene and 
replace with another Auditor. 
 

RECOMMENDED:  That the Local Auditor for the Council be 
appointed by the Public Sector Audit Appointments (PSAA) Limited, 
which is the DCLG approved provider, be recommended to Council. 

 
30 TREASURY MANAGEMENT MID-YEAR REPORT 2016/17  

 
The Financial Services Manager presented the Treasury Management mid-year 
report, covering the period 1 April to 30 September 2016. 
 
Members noted the position on borrowing activity, interest rate forecast, 
investments, economic summary and performance against the indicators set by 
CIPFA.  
 
With regards to the Bank of England base interest rate, it was noted that this had 
reduced from 0.5% to 0.25% and the Council had continued to face a challenging 
environment to earn yield on it investments.   
 
It was reported that regarding the low interest rates the Council’s strategy continued 
to be to utilise cash to support the major projects programme, investing in the 
District and generating a higher investment return.   Members were concerned at 
the progress regarding the major projects expenditure and requested that this be 
considered.   
 
Members were also informed that regarding the £0.5m invested in an escrow 
account in Iceland following the collapse of the Glitnir Icelandic bank that on the 1 
July 2016 the Council had received funds of £500,950k.  
 

RESOLVED:   
 
i) That the Head of Finance & Commercial produce an options paper 

outlining the potential scope of investment options through treasury 
management activities and by broadening the Councils activity in the 
property market including any specific regulatory requirements.  
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ii) That the Treasury Management mid-year report for the period 1 

April to 30 September 2016 be noted. 
 

31 AUDIT COMMITTEE WORK PROGRAMME  
 
The Audit Committee work programme as appended to the agenda was reviewed 
by the Committee. 
 
The Chairman suggested that training be provided during Committee meetings in 
association with relevant agenda items.  The Chairman and officers would liaise to 
provide a programme of training to be received at each meeting.  
 
The External Auditor suggested that the Certification of Grants and Claims Annual 
Report be circulated to the Committee for information before the next meeting. 
 

RESOLVED:   
 
(i) That the forward work programme be noted and updated as 

above. 
 
(ii) That training topics be considered for future meetings.  

  
 

32 INFORMATION SHEETS  
 

RESOLVED: That the following Information Sheets be noted  
 

i) 01/2016 Health & Safety – Mid-year progress report  
 
ii) 02/2016 Customer Services Centre Performance. 

 
 
 
 
 

_______________________ 
Chairman 

 
The following officers were in attendance at the meeting:  

Jemma Durkan - Senior Democratic Services Officer 

Nisar Visram - Financial Services Manager 

Mike Howard - Audit, Risk and Fraud Manager 

Jacqueline Ford - Corporate Policy Team Leader 
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RED KITE PERFORMANCE 

Officer contact:  Brian Daly  Ext: 3601 Direct line: 01494 421601 
 Email: brian_daly@wycombe.gov.uk 
 
Wards affected:  All 
 
PROPOSED DECISION 
 
That the report be noted. 
 

Corporate Implications 

1. The promises referred to in this report are commitments which were made by the 
Council in its pre-ballot offer document to the tenants. The offer document was 
formally issued by the Council to its secure tenants in January 2011 in 
accordance with Schedule 3A to the Housing Act 1985 before the ballot took 
place in April 2011.  

2. Under the terms of the Transfer Agreement dated 13 December 2011, Red Kite 
are obliged to comply with the terms of the offer document, which is itself 
included within  the Transfer Agreement. Similar commitments were made to 
the leaseholders, although this is not a formal requirement of the legislation.      

 

Executive Summary 

3. An update report has been requested by Audit Committee relating to Red Kite’s 
performance post housing stock transfer in December 2011.  

4. There are 78 promises included in promises tracker relating to Red Kite Promise 
at transfer in Dec 2011 and a further 31 leaseholder commitments which have 
been amalgamated with the main promises document during quarter 4.    

5. According to information provided by Red Kite, they have completed all of the 
promises made to tenants and residents prior to the 5 year ‘deadline’ as per the 
offer document. 

 

Current Assessment against Promises made at Transfer 

6. Using the performance information obtained from Red Kite, they have 
completed   100% of the target position (as at October 2016) for promises 
made at transfer. 

7. More detailed information is available in the tables below and has been 
obtained using information available on Red Kite’s website 
(http://redkitehousing.org.uk/work-to-your-home/the-improvements-we-have-
made-so-far 

Obligations under Transfer 

8. As per the transfer agreement, Red Kite agreed to a number of service level 
agreements relating to various issues including the management of temporary 
accommodation and the supply of up to 50 temporary accommodation 
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properties. 

9.  The provision of up to 50 units of temporary accommodation is ongoing and will 
continue in line with a percentage of stock having now reduced to 47 due to 
Right to Buy sales. Service Level agreements relating to Saunderton Lodge 
and the remaining temporary accommodation stock ended in December 2014 
as per the transfer contract and alternate arrangements have been 
implemented.  

 

Summary 

10.  Overall, Red Kite have achieved the Promises made in the Transfer Offer and 
should be commended for achieving so much in the period post transfer.    

Challenges 

11.  The need to make further progress on the redevelopment of Castlefields of 
which progress has been made, with a full planning application expected in 
February 2017. 

Background Papers 

The final ‘promises’ report from Red Kite is attached as Appendix A. 
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Audit Committee Annual report - Draft  

Officer contact: Michael Howard   

Tel 01494 421357 

Email: mike.howard@wycombe.gov.uk  

Wards affected: All  

PROPOSED DECISION  

That the draft 2016 Annual report for the Audit Committee is agreed.   

Corporate Implications 

1. Contained within CIPFA’s Audit Committee Practical Guidance for Local 
Authorities and Police 2013 Edition is a recommendation of good practice to 
publish an Annual report reflecting the work of the Audit Committee. 

 

Background and Issues 

2. In demonstrating compliance with the CIPFA guidance an annual report has 
been produced. 

3. Attached at Appendix A is the draft report that reflects the work that has been 
undertaken by the Audit Committee during 2016 and provides information as 
regards the work plan for future meetings.  

4. The draft annual report has been prepared on behalf of the Audit Committee 
by the Audit, Risk and Fraud Manager. 

5. When agreed, the annual report will be made available on the Council’s 
website     

 

Background Papers 

None  

Page 36

Agenda Item 5



 

 

 

 

 

 

 

WYCOMBE DISTRICT COUNCIL 

ANNUAL AUDIT COMMITTEE REPORT 2016 

 

Date:  December 2016 

Version: 1.0 

Author: Michael Howard:  Audit, Risk and Fraud Manager 
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Introduction by the Chair of the Audit Committee. 

I am pleased to present the Annual Report of the Audit Committee which describes the 

Committee’s work and it achievements. 

The Annual Report helps to demonstrate to the various stakeholders in the district of the 

vital role that is carried out by the Audit Committee and the contribution that it makes to the 

Council’s governance arrangements. 

To provide ongoing assurance over the Council’s internal controls and systems the 

Committee is attended by the Council’s in house Audit, Risk and Fraud Manager.  

Similarly, representatives from Ernst Young, the Councils External Auditor attend and 

report upon the Councils financial statements and value for money arrangements.     

Looking forward to 2017/18, the Audit Committee will continue to provide robust oversight 

of Council’s spending and value for money. 

Whilst there is a cyclical work plan, the Committee is able to seek assurance from 

Management that any emerging areas of risk are being properly managed and controlled. 

I would like to thank all Members who have served on the Audit Committee during the year 

and those officers who have supported the work of the Committee in presenting and 

discussing reports.  

 

  

Councillor Mike Appleyard 

Chairman of the Audit Committee 
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1 Audit Committee responsibilities.   

1.1 The Audit Committee is responsible for: 

 Liaison with the Council’s external auditors 

 Reviewing and discussing the annual financial statements, external audit reports 

and external auditor’s annual management letter prior to consideration by 

Cabinet and full Council. 

 Corporate governance  

 Internal audit 

 Risk Management   

 Counter Fraud    

 Maintaining an overview of Health and Safety in the Council’s capacity as 

employer or regulator. 

 Analysis of key performance indicators and identification of actions required.  

1.2 To ensure that the Audit Committee is able to deliver against the responsibilities 

outlined above, a work programme is prepared and this forms the basis of the 5 

meetings that are held throughout the year. 

1.3 Attached at appendix 1 is a brief outline of the meetings that have been held and 

the items that were covered. The planned agenda is supplemented by reports 

where the Committee has requested additional information or assurance from 

Management.   

1.4      Taking the year as whole, the Audit Committee has been successful in: 

 

 Maintaining an overview of internal control and governance 

 Focussing attention on services where there are internal control or 

performance issues.     

 Maintaining an overview of the Council’s finances and receives reports from 

the Councils External Auditors, EY, based on their annual cycle of external 

audit work. We are pleased to record that the Council received an 

Unqualified Audit Opinion for it’s 2015/16 Accounts.   

 Maintaining an overview of the Councils Health and Safety arrangements. 

 Undertook a review of its own effectiveness based on recognised best 

practice and put in place an action plan relating to areas where identified 

improvements could be made.  

 Undertook a review of Service Performance for Quarters 1 (April – June 

2016 and Quarter 2 (July – September 2016).     
 

1.5 Attached at Appendix 2 is a brief outline of the work programme for the Audit 

Committee up to September 2016.  Audit Committee members may also request 

reports or ask for the details of any follow up action on a specific area of concern.   

1.6 All agenda and minutes from the Audit Committee meetings are available on the 

Councils website: www.wycombe.gov.uk 
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2. Audit Committee Membership  

2.1 The Membership of the Audit Committee is made up 8 Councillors: 7 Conservatives 

and 1 Labour and 4 standing deputies: 3 Conservatives and 1 Labour.  

2.2 Detailed below is a brief outline of the Audit Committee members:    

 

  Chair:  Councillor Mike Appleyard 
 

 

Vice Chair: Councillor Saeed Saddique 
 

 

Councillor Tony Lee  
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Councillor Catherine Oliver  

 

Councillor Graham Peart  

 

Councillor Mohammed Hanif 

 

Councillor Gary Hall  
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Councillor Nigel Teesdale  
 

 

3. Review of the Audit Committee’s effectiveness 

3.1 The Committee regularly undertakes a formal review of its own effectiveness with 

the last one being formally reported in September 2016. 

3.2 The coverage for the review was based on CIPFA’s Audit Committee Practical 

Guidance for Local Authorities and Police 2013 Edition. This highlighted the 

following training needs and opportunities of key aspects of the remit of the Audit 

Committee to further improve its effectiveness: 

 Knowledge of the six principles of the CIPFA / SOLACE Good Governance 

Framework and the requirements of the Annual Governance Statement 

(AGS).Knowledge of the local code of governance.  

 Awareness of the financial statements that a local authority must produce and 

the principles it must follow to produce them. Understanding   of good financial 

management principles. Knowledge of how the organisation meets the 

requirement of the role of the chief financial officer, as required by CIPFA’s 

statement on the Role of the Chief Financial  Officer in Local Government.  

 Understanding of the principles of risk management including linkage to good 

governance and decision making. Knowledge of the risk management policy and 

the strategy of the organisation. Understanding of risk governance 

arrangements, including the role of members of the Audit Committee. 

 Knowledge of the Seven Principles of Public Life. Knowledge of the authority’s 

key arrangements to uphold ethical standards for both members and officers. 

Knowledge of the Whistleblowing arrangements at the authority. 

5 Further information: 

If you have any comments or questions arising from this report or would like to know more 

about the work of the Audit Committee, please contact  

Jemma Durkan Senior Democratic Services Officer  

Email:  Jemma.Durkan@wycombe.gov.uk   DDI: 01494 421635  
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APPENDIX 1 - WORK UNDERTAKEN BY THE AUDIT COMMITTEE JANUARY 2016– 

NOVEMBER 2016. 

Thursday 14 January 2015 
Items covered: 

 Red Kite Update 

 Audit Committee Annual Report – Draft 

 Annual Review of the Risk Management Policy 

 Treasury Management Strategy 2016/17 

 Certification of Grants and Claims  

 Issues Log  

 Audit Committee Work Programme  

 

Thursday 3rd March 2016  
Items covered: 

 2015/16 Service Performance Q3 – October – December  

 EY Annual Audit Plan 2015/16 

 EY Annual Fee Letter 2015/16 – Update  

 Health & Safety Work Programme 2016/17 

 Regulation of Investigatory Powers Act 2000 (RIPA) Annual Report 2016   

 Issues Log 

 Audit Committee Work Programme 

 

Thursday 30June 2016 
Items covered: 

 2015/16 Quarter 4 and  End of Year Service Performance Report    

 Health & Safety Annual report  

 Ethical Standards for Providers of Public Services  – Self Assessment  

 Draft Annual Governance Statement 2015/6 

 Audit, Risk & Fraud Manager’s Annual Report 2015/16 

 Proposed Internal Audit Programme 2016-17  

 Annual review of the Anti-Fraud and Corruption Policy   

 Audit Committee Work Programme 

 

Thursday 22 September 2016 
Items covered: 

 Recycling Rates  

 2016/17 Quarter 1 Service Performance Report  

 Statement of Accounts and Annual Governance Statement.  

 Annual Review of the Anti-Fraud and Corruption Policy  

 External Auditor’s Audit ISA 260 Audit Results Report 

 Treasury Management Annual Report 2014/15 and Prudential Indicators.  

 Audit Committee Terms  of Reference –Self Assessment of Good Practice 

 Implementation of Internal Audit Recommendations 

 Audit Committee Work Programme 
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Thursday 17 November 2016 
Items covered: 

 2016/17 Quarter 2 Service Performance Report   

 Audit, Risk & Fraud Manager’s Half-Yearly Report  

 Appointment of the External Auditor  

 Treasury Management Mid-Year Report 2016/17 

 Audit Committee Work Programme   
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APPENDIX 2 – 2017 FORWARD WORK PROGRAMME  

 

Thursday 15th January 2017 

Items to be covered:   

Red Kite Update report 

Draft Audit Committee Annual Report 

2016/17 Q3 Service Performance Report  

Annual Review of the Risk Management Policy 

Treasury Management Strategy 2017/18 

Certification of Grant & Claims Annual Report 

Ernst & Young Annual Audit  Plan 

Ernst & Young  Annual Fee letter   

Audit Committee Work Programme  

Thursday March 2017 

Items to be covered:   

Health & Safety Work Programme 2017/18  

Proposed Internal Audit Programme 2017/18   

Regulation of Investigatory Powers Act (Information Sheet) 

2016/17 Q4 and End of Year  Service Performance Report   

Audit Committee Work Programme  

June 2017 

Items to be covered:   

Health & Safety Annual Report 

Annual Review of Anti-Fraud and Anti-Corruption Policy 

Draft Annual Governance Statement 

Audit Committee Terms of Reference - Self-Assessment of Good Practice 

Audit, Risk & Fraud Manager's Annual Report 

2017/18 Q1 Service Performance Report . 

Audit Committee Work Programme  

Issues Log 

September 2017  

Items to be covered 

Approval of 2016/17 Statement of Account  

External Audit-  ISA 260 Audit Results Report  

Implementation of agreed recommendations  

Treasury Management Annual repot 2016/17 Prudential Indicators 

2017/18 Q2 Service Performance Report   

Audit Committee Work Programme  
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ANNUAL REVIEW OF THE RISK MANAGEMENT POLICY  

Officer contact: Michael Howard      Tel: 01494 421357  

Wards affected: All 

PROPOSED DECISION  

That the 2017 Risk Management Policy, as attached at Appendix A be approved.   

Corporate Implications 

The delivery of a Risk Management Policy forms an integral consideration to the 
Councils approach to governance and is an essential element of effective 
management. 

 

Executive Summary 

The management of risk is essential as it enables the Council to discharge its 
various functions, as a deliverer of public services, as an employer and as a 
custodian of public funds.  

The Risk Policy aims to provide a comprehensive framework and associated 
processes that have been designed to support Management in ensuring that the 
Council is able to discharge its risk management responsibilities fully. 

The Risk Policy outlines the objectives and benefits of managing risk,            
describes the responsibilities for risk management and provides an overview of the 
process that is to be followed if risk is managed successfully.  

The management of risk is about improving the ability to deliver strategic objectives 
outlined in the Councils’ Corporate Plan as well as operational risks outlined in 
individual Service based service plans.    In addition, the policy has been designed to 
be used as a toolkit for those involved in managing risk.    

There have been no changes to the policy that was agreed by the Audit Committee 
in January 2016. 

Background Papers 

Wycombe District Councils’ 2016 Risk Management Policy as approved by the Audit 
Committee in January 2016.  
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Risk Management Policy 
2017 

 

 

 

 

 

 

 

 

 
 

Date December 2016 

Version 1.00 

Author Audit, Risk and Fraud Manager  
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POLICY CONTEXT 

The Council’s Corporate Plan was agreed by the Council on 14 December 2015, 
setting out three priorities to 2019:    
 

 Regeneration and Infrastructure: our ‘place’ priority. 

 Cohesive Communities: our ‘people’ priority. 

 Value for money services: our ‘pounds’ priority. 

Each priority is supported by a set of ambitions. Each ambition is underpinned by a set 
of workstreams which comprise specific projects and activities. Other activities and day-
to-day work also contribute to the delivery of our priorities.  

In order to make the link between the Council priorities and individual service plans, a 
strategic risk register has been introduced. The strategic risk register captures those 
risks which will have an impact on the way in which our priority outcomes are to be 
delivered, along with those risks that have been identified from the service planning risk 
assessment process which are considered to be of sufficiently significant importance to 
warrant inclusion in the strategic risk register.  

Each service area has a service plan that sets out the service objectives and outcomes 
for the year ahead, drawing down the Corporate Plan priorities, and outlines day-to-day 
activities, tasks and projects at a headline level. Integral to the service plan is the 
operational risk register that identifies the risks to achieving these outcomes along 
with controls and improvement tasks to reduce the impact or likelihood – should the risk 
materialise. 

This is illustrated in the figure below: 
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RISK MANAGEMENT POLICY 

Managing risk is a core component of our operational management arrangements and 
approach to corporate governance, ensuring that we deliver service objectives and 
outcomes. It involves the identification of both uncertainty and opportunities: helping us 
to mitigate against failure or enhance the outcomes we could achieve for our residents. 

Identification of risks that could cause issues with service delivery (whether delivered 
directly by us who through a contract arrangement) or on project work - and taking 
action on this - is an everyday management activity that we often do without thinking 
that this is ‘ris   ana e ent’.  

This policy sets out the ‘  o,   at,   y,   en and  o ’ o  ris   ana e ent at 
Wycombe District Council and covers the following aspects: 

1 
Definitions 

2 
Objectives 

3 
Scope 

4 
Principles 

5 
Scoring  

6 
Appetite 

7 
Roles and 

Responsibilities 

The Audit Committee has endorsed and formally adopted this policy in January 2016. 
Strategic Management Board will ensure it is integrated into the efficient and effective 
running of relevant areas of the Council’s responsibility. Strategic Management Board 
will also receive periodic reports from the Corporate Governance Group whose role is to 
ensure that the Risk Management Policy is being complied with, as well as reviewing 
t e Council’s strate ic ris  re ister. 

     

1. DEFINITIONS 

The Council defines risk as:  

The impact of uncertainty on the achievement of its objectives.  

Risk management is defined as:  

A systematic and iterative approach to identify, assess and address risks that 
could stop us delivering our services and achieving our objectives’.   

Risks can be categorised as  

Pure risks that can have one of two outcomes - either nothing will happen or a loss will 
occur and Speculative risks where there are three possible outcomes – nothing will 
happen, a loss occurs, or a gain occurs 

The Council also uses the following categorisation of risk:  

Strategic Risk:  a significant risk which, should it materialise, will have a significant 
i pact on t e   ole Council and  a e a  aterial e  ect on t e Council’s reputation or 
financial standing.  A quarterly monitoring framework is in place that provides the 
Strategic Management Board the opportunity to review the strategic risks that have 
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been identified by Senior Management of the Council. This is reported half yearly 
reporting process to the Audit Committee.  

Operational Risk:  a less significant risk requiring management at an individual Service 
level in the Council. Operational risks are captured in the relevant operational risk 
register, and also reviewed when compiling the annual service plan, as this sets out the 
objectives and expected outcomes from which risks can be identified, assessed and 
managed accordingly.  Where such risks are of such magnitude that they could have a 
significant corporate impact they will be escalated to Strategic Risk level. 

Project Risk:  those risks that could prevent the successful completion of an individual 
project e.g. lack of time, finance, human resources, quality. The Council has adopted a 
pragmatic and proportional approach to the use of a recognised project management 
methodology, which has a clearly defined process for using a project specific risk 
register.  

Partnership Risk:  Joint working and partnerships involves a range of risks, for 
example, financial, legal, contractual and governance  risks. As a Council we need to 
make an assessment  of the Partnership arrangement from which risk can be identified, 
assessed and managed as Partnerships operate within their own a defined  decision 
 a in   ra e or     ic  does not necessarily accord  it  t e Council’s o n Contract 
Standing Orders and Financial Regulations. Therefore there is a need for a greater 
understanding of their governance arrangements.   

 

2. OBJECTIVES  

The objectives of risk management are to: 

  reser e and protect t e Council’s assets  

 Ensure strong corporate governance by integrating risk management and internal 
control.  

 Improve business performance 

 Protect and improve quality of service  

 Ensure a risk aware culture in order to avoid unnecessary liabilities and costs, 
but to encourage the taking of calculated risks in pursuit of opportunities that 
benefit the organisation. 

 Protect staff, contractors, and members of the public and improve their well-being  

3. SCOPE   

 is   ana e ent is re uired  or all o  t e Council’s operations, pro ects and 
partnerships.   

The consideration of risks must be expressed in all decisions made.   

Informed decisions in respect of policy or service delivery can only be made if the risks 
involved have been identified.  All relevant committee reports, business cases must 
illustrate the key risks involved.   
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4. PRINCIPLES  

These principles will be applied at all levels within the Council.  All managers and staff 
must follow the risk management principles listed below: 

 Members and Senior Management will foster a culture to support well-judged 
decisions about risks and opportunities. 

 

 The management of risk will be integrated within existing processes, for example 
service planning, performance management and project management. 

 

 Honesty and openness will be encouraged in the reporting and escalation of 
risks. 

 

 The Council will strive to continually improve the management of its risks.  
  

 Staff will be encouraged to challenge existing processes in order to identify 
innovative ways to better manage key risks to the delivery of objectives.  

 

 Documentary evidence of identified risks and risk management must be 
maintained in order to support assurance and to inform the evaluation of risk 
management.  The Council will maintain both a strategic risk registers and 
service based operational risk registers to record all risks. 

 

 Risk registers will be kept under continuous review to determine what, if any, 
ris s  a e “dropped o  ” and no lon er apply and,  ore i portantly, to identi y 
new risks which have manifested themselves.  

 

 Clear roles will be agreed relating to the accountability, management, escalation 
and communication of key risks.  

 

 

5. SCORING RISK  

The scoring matrix on the following page is used to define the severity of individual risks 
relative to the impact and probability (likelihood) score, with low risks (green) scoring 
between 2 – 5, medium risks (blue)  6-10  and high risks (red) ranging from 12 – 25.  

When determining the impact of a risk the following three impact categories are also 
given consideration, although not all may be applicable for some risks: 

 Financial cost 

 Disruption to services 

 Reputation 
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Risk Score Matrix Probability 

1   

Rare 

2  

Possible 

3  

Likely 

4 

 Very 
Likely 

5 

Almost 
Certain 

  Financial Disruption Reputation 
10% 

Remote 

30% 

Unlikely 
to happen 

50% 

May 
happen 

70% 

Likely to 
occur 

90% 

Certain to 
occur 

Im
p

a
c

t 

5 

Very 
High 

Over 
£500,000 

Five or more days 

Death(s) 

Adverse / persistent national and local publicity 

Removal of powers 

Officers / Members resign 

Score:   

5  

Score:   

10 

Score:   

15 

Score:   

20 

Score:   

25 

4 

High 

£250,000 - 
£499,999 

Four days 

Serious injury or 
illness 

Adverse and persistent national publicity 

Major and persistent adverse local publicity 

Audit intervention 

Score:   

4 

 Score:   

8 

Score:   

12 

Score:   

16 

Score:   

20 

3 

Medium 

£100,000 -  
£249,999 

Three days 
Adverse national publicity 

Major and persistent adverse local publicity 

 Score:   

3 

Score:   

6 

Score:   

9 

Score:   

12 

Score:   

15 

2 

Low 

£25,000 - 
£99,999 

Two days 
Adverse local publicity 

Multiple complaints 

Score:   

2 

 Score:   

4 

 Score:   

6 

Score:   

8 

 Score:   

10 

1 

Very 
Low 

Under 
£25,000 

Minor - up to a day 

Contained within service 

Individual complaints 

No press interest 

 Score:   

1 

Score:   

2 

 Score:   

3 

Score:   

4 

 Score:   

5 
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6. RISK APPETITE 

Risk is unavoidable and the Council does take action to manage risk in a way which it 
can justify to a level which is tolerable.  The amount of risk which is judged to be 
tolerable and justifiable is also known as risk appetite.  Risk appetite indicates the 
or anisation’s tolerance  or exposure to ris .   

Our approach to risk taking will be dependent upon the nature of the risk.  Particular 
care is needed in taking action that could: 

 Impact on the reputation of the Council  

 Impact on performance  

 Results in censure/fines by regulatory bodies  

 Results in financial loss  

However, in other areas we support a measured approach to risk taking against a 
background of encouraging innovation where there is a good chance that significant 
business or financial benefits will result.   

7. ROLES AND RESPONSIBILITIES 

Everyone has a responsibility for managing risk. All Members and Officers have a 
responsibility for maintaining good internal control and managing risk in order to achieve 
corporate, service, team and individual objectives as set out in our service plans and 
ambitions in our Corporate Plan.   

Specific responsibilities and accountabilities are also required of the following 
individuals and groups:  

Cabinet, Cabinet Members and Committee Chairman to have an understanding of 
the processes involved in the management of risk and that due consideration is 
given to applying this knowledge so as to ensure informed decisions are made at 
Cabinet and Committee level. To enable this they should be cognisant of the 
following: 

 Officers are responsible for developing and maintaining an effective framework 
for risk management. 

 Officers are challenged to ensure risk is considered and documented in all 
reports to ensure informed decision making.  

 Risk is formally considered at the start of major projects and re-evaluated 
throughout the life of the project. 

 Officers are required to report significant risks on a regular basis 

Audit Committee (with recommendations to full Council and Cabinet as 
appropriate) 

 Appro in  and re ie in  t e Council’s  ra e or   or Corporate Go ernance  

 Approving and  reviewing  the policies and overall process for identifying and 
assessing business risks and assessing their impact on the Council  
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 Reviewing and making recommendations to Cabinet as regards the effectiveness 
of the arrangements in place for the periodic review of the Strategic Risk 
Register.  

 Regularly reviewing the assurance reports from Strategic Management Board, 
Head of Finance and Commercial, Internal Audit and Risk Management, External 
Audit and others on the operational effectiveness of matters related to risk and 
control. 

 Reviewing  the timeliness of the corrective action taken by management  

 Appro in  and re ie in   t e Council’s Annual Go ernance State ent  

Chief Executive and Corporate Director   

 I ple ent and  eep under re ie  t e Council’s approac  and  olicy for the 
management of risk 

 O erall accountability  or securin  ad erence to t e Council’s  is  Mana e ent 
Policy.  

 Affirm and support the work of risk management throughout the Council, which 
contributes to ards t e Council’s Annual Go ernance State ent 

 Ta e o ners ip  or t e  ana e ent and  onitorin  o  t e Council’s Strate ic 
Risk Register.   

 Regularly report significant risks to Cabinet Members and/or the Audit 
Committee.   

Corporate Governance Group  

 Ensuring that an effective system of internal control is maintained and operated  

 Determining and reviewing high level risks and issues and determine how these 
can be effectively managed, with recommendations to Strategic Management 
Board  

 Monitorin  t e  aintenance and de elop ent o  t e Council’s risk management 
process.  

 Overseeing the compilation of Annual Governance Statement prior to submission 
to Audit Committee and the inclusion in the final accounts  

 Monitoring the progress of the AGS action plan to address significant control 
issues identified therein.  

 Reporting on a regular basis to Strategic Management Board. 

Heads of Service 

 Effectively embedding risk management in their service area(s) 

 Setting a clear leadership example, and promote a high degree of risk 
management awareness  

 Taking an active role in the identification, analysis, profiling and management of 
risk and reporting any potential strategic risks to their Director and Strategic 
Management Board for consideration.  

 Ensuring that the details of risks which they are personally accountable for are 
docu ented,  ept up to date and re ie ed in line  it  t e Council’s ris  appetite.  

 Ensuring that the risk management process is an explicit part of all major projects 
and change initiatives and of all partnerships  

 Escalating significant and changing risks to Strategic Management Board and the 
appropriate Cabinet Member(s) via formal and informal mechanisms. 
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 Having up to date Business Continuity Plans (BCP) 

Service Managers  

 Effectively managing  risk in their service area  

 Ensuring that details of risks which they are personally responsible for are 
docu ented,  ept up to date and re ie ed in line  it  t e Council’s ris  appetite.  

 Escalating  risks to Head of Service as appropriate  

 Maintaining an awareness of risks and feed this into risk identification process 

 Recommending staff who require risk management training  

 Ensuring that any committee reports, business cases contain a comprehensive 
risk assessment as appropriate   

All Staff  

 Identifying risks surrounding their everyday work processes and working 
environment  

 Reporting risks to Line Manager  

 Maintaining control mechanisms as part of the responsibility for achieving agreed 
objectives  

 Demonstrating awareness of risk and risk management  

  Participating in risk management training and applying it as appropriate. 

Risk Management Team (Officers from Corporate Policy and Internal Audit) 

 Bringing together analysis of risk across the organisation to identify potential 
scenarios that may impact t e ac ie e ent o  t e or anisation’s ob ecti es  

 Escalating high level risk and issues to Corporate Governance Group and 
Strategic Management Board as and when they arise 

 Ensuring risk management actions arising from corporate assessments are 
implemented.  

 Providing risk management training, advice and support to Members and 
Officers. 

Insurance Team   

 Mana in  t e Council’s insurance port olio to  a e sure insurable ris s are cost 
effectively managed.  

 Providing periodic reports to SMB as regards the Councils claims history.   

Internal Audit 

 Providing  assurance to the Council through an independent and objective 
opinion on the control environment comprising risk management, control 
procedures and governance  

 Reporting on the control environment  

 Drawing up a strategic and annual audit plan that is based on a reasonable 
evaluation of risk.   
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Health and Safety Well Being Group 

 Producing detailed plans to achieve Health and Safety objectives 

 Establishing standards for planning and implementing, measuring performance, 
auditing and periodic status reviews of Health and Safety policy 

 Keeping up-to-date with Health and Safety legislation, standards, best practice, 
and performance 

 Seeking  specialist Health and Safety advice, as necessary, to ensure efficient 
and effective use of resources for Health and Safety management 

 Ensuring participation and involvement of workers. 

Corporate Policy Team and Environmental Services Team 

 Complying with the requirements of the Civil Contingency Act 2004 

 Co-ordination of the de elop ent and  alidation o  WDC’s   er ency  lannin  
and Business Continuity arrangements.  

Senior Information Risk Officer (SIRO)  

 Responsible for managing information risk from a business , not technical, 
perspective. 

 Overseeing the risks to the Council regarding Information Governance  and to 
make appropriate recommendations and/or decisions to mitigate these 
risks.  The SIRO is supported in their role by Information Asset Owners who have 
assigned responsibility for the information assets of the Council.  

 The Chief Executive has the Head of Democratic, Policy and Legal Services as 
t e Council’s SI O. 

Katrina Wood 
 

Leader of the Council 

Date of signature 
 

 

Karen Satterford 
 

Chief Executive 

Date of signature 
 

Version 2. 

Location: WySpace – Internal Audit and Risk Management.   

Page 56



 

REFERRAL FROM THE AUDIT COMMITTEE – TREASURY MANAGEMENT 
STRATEGY 2017/18 

Chairman of the Committee: Councillor Mike Appleyard  

 

Officer contacts: Nisar Visram    Ext:3615  

                                                              Email: nisar.visram@wycombe.gov.uk 

 

PROPOSED RECOMMENDATIONS TO COUNCIL 

That: 

(i) the Treasury Management strategy for 2017/18 and the Treasury Management 
indicators contained therein be approved; and 

 
(ii) the Treasury Management policy statement, attached at Appendix A of the 

report, be noted. 
 
Reason for decision  

 
In February 2012, the Council adopted the CIPFA Treasury Management in the Public 
Services: Code of Practice (fully revised 2011 edition), which requires the Council to 
approve a treasury management strategy before the start of each financial year, a mid 
year report, and an annual report after the end of each financial year. 
 

Corporate Implications 

1. There are no direct financial implications associated with approval of the Treasury 
Management Strategy or Treasury Indicators, although it sets the framework within 
which the Council operates its treasury management function. 

2.  There is a statutory duty for the Council to determine and keep under review the 
amount of money it can afford to borrow – the “Affordable Borrowing Limit”. The 
prudential indicator that sets the affordable borrowing limit is called the Authorised 
Limit for External Debt and is approved in the prudential indicator report but also 
set out here for information. 

 
3.  The detail in this report is provided in line with “Guidance on Local Authority 

Investments”, issued by the DCLG. This guidance is in fact a requirement, and 
there is consequently little scope for making the detail in the appendices more 
user-friendly and accessible to the lay person. 

Executive Summary 

4.  In February 2012, the Council adopted the CIPFA Treasury Management in the 
Public Services: Code of Practice (fully revised 2011 edition), which requires the 
Council to approve a treasury management strategy before the start of each 
financial year, a mid-year report, and an annual report after the end of each financial 
year. 

5. The Code of Practice also requires Council to approve the Treasury Management 
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Policy Statement at Appendix A.. 

6. As part of the Code local authorities are required to charge a body of members to 
scrutinise the treasury management strategy and Council agreed at its meeting on 
25 February 2010 to appoint the Audit Committee to this role. 

7.  This report is the Annual Treasury Management Strategy for the next financial year, 
which amongst other things lays down the criteria within which investments are 
made, with particular regard to counter party limits. It also sets the treasury 
management indicators and borrowing limits for the year 

8.  In addition, the Department for Communities and Local Government (CLG) issued 
revised guidance on local authority investments in March 2010 that requires the 
Council to approve an investment strategy before the start of each financial year.  
This report fulfils the Council’s obligations under both these sets of guidance. 

Treasury Management Policy Statement 

11. It is the Council’s responsibility to approve a Treasury Management Policy 
Statement on a periodic basis and Council approve this annually. The Policy 
Statement is included in Appendix A. 

12. The Treasury Management Policy sets out the objectives and the regulatory 
requirements of the Council’s treasury management function.  

13. The principal objectives of this Treasury Management Policy Statement are to 
provide a framework within which:  

i) risks which might affect the Council’s ability to fulfil its responsibilities or which 
might jeopardise its financial security, can be identified;  
 
ii) borrowing costs can be minimised should the Council be required to or choose to 
borrow, whilst ensuring the long term security and stability of the Council’s financial 
position; and  
 
iii) Investment returns can be safely maximised and capital values maintained.  
 

Treasury Management Strategy Statement 

14. CIPFA’s Treasury Management in the Public Services: Code of Practice (2011 Edition) 
and their Prudential Code for Capital Finance in Local Authorities (2011 Edition) require 
local authorities to determine the Treasury Management Strategy Statement on an 
annual basis.  

15. The Strategy Statement comprises two main components: 

i) the ‘External Context’, drafted by the Council’s external treasury advisers, Capita 
(Sector) Asset Management. This is important as the rate at which the Council can 
borrow and the return it will obtain on cash balances are linked to the performance of 
the wider UK and global economy. This is included in Appendix B 
 
ii) a Borrowing and Investment Strategy, including the approved sources of long term 
and short term borrowing and details of the type of institutions the Council is able to 
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place its cash with and the limits with each type of institution. This is included in 
Appendix C. 
  

16. The main changes in the Treasury Management Strategy are: 

 Increase of investment limits with existing A- credit rated or above 
counterparties by £1m to ensure adequate avenues for placing cash without 
diluting the credit quality of the Council’s counterparties. This action is in 
response to the cut in interest rates and a fall in demand for Local Authority 
deposits due to increased requirements for financial institutions to set aside 
corresponding capital against deposits. 
 

Table 1 Change in Treasury Limits 

Category 2016/17 Limit  2017/18 
Proposed 
Limit  

Banks and building societies (including Supranationals) 
holding long-term credit ratings no lower than AA- or 
equivalent. (either UK based or domiciled in a country 
with a AA rating) 

£5m £6m 

Banks and building societies holding long-term credit 
ratings no lower than A or equivalent (either UK based 
or domiciled in a country with a AA rating) 

£4m £5m 

UK building societies holding a long-term credit rating no 
lower than A- or equivalent. 

£3m £4m 

 

Bail in Risk 

17. In 2013 the UK has implemented bail-in provisions of the EU Bank Recovery and 
Resolution Directive in the form of the Financial Services (Banking Reform) Act. This 
means that if a Bank faces difficulty in future, it may take a ‘haircut’ of depositors’ 
funds before any potential support from Government is sought and thus funds 
placed with banks are at higher risk than they previously had been before the 
Banking Reform Act came into place 

18. An important element of the Council’s investment decision making is the credit rating 
of the counterparty derived from the three leading credit rating agencies (Fitch, 
Moody’s and Standard and Poor). The rating agencies have reviewed their 
methodologies for determining ratings following Bail-in Regulations and changes in 
the regulatory regime, removing the ‘uplift’ for implied sovereign support of bank. 
However, new regulations strengthening banks by requiring more capital to be set 
aside has netted this off, leaving most credit ratings unaffected.  

19. On 30 November 2016 the Bank of England released its Stress Test results for the 
UK Banking System, assessing the adequacy of capital held by the Banks in a 
stressed scenario. Seven institutions were tested: Barclays, HSBC, Lloyds Banking 
Group, Nationwide, the Royal Bank of Scotland (RBS) Group, Santander UK and 
Standard Chartered. All seven banks passed the aggregated levels. However The 

Page 59



 

Royal Bank of Scotland Group, Standard Chartered and Barclays fell short on some 
individual measures. The Bank of England noted that the test was based on a 
snapshot of the balance sheet of these banks at the end of 2015 and because of 
actions taken subsequently, no further capital raising actions were required from 
Barclays and Standard Chartered. RBS submitted revised capital plans which were 
accepted by the Prudential Regulation Authority (PRA) Board. 

20. The Council has taken action to limit its exposure to Bail in risk by: 

-  Keeping limits held with any individual counterparty low and restricting investments 
in time limit and to only the most creditworthy counterparties. 

-  Investing in Money Market Funds which are AAA rated and offer a wider level of 
diversification. 

-  Investing with other Local Authorities where opportunities are available at a 
reasonable rate of return. 

21. As at 30th November 2016 the Council had cash balances of £83.1m invested as 
follows: 

-  £44.1m with twelve different Banks and Building Societies including the Council’s 
banking services provider Natwest plc. 

 £30m with four different AAA rated Money Market Funds 

 £4m with two different Local Authorities 

 £5.0m UK Government Gilts. 
 

Interest Rates and Investment Options 

22. On 4th August 2016 the Bank of England reduced its base rate from 0.5% to 0.25% 
and the Council has continued to face a challenging environment for placing funds 
and generating an adequate yield. Due to the requirements for financial institutions 
to set aside increased capital to cover deposits, there has been a decrease in 
demand for Local Authority deposits. With the bank rate decreasing, Local 
Authorities can borrow at low rates and therefore the rates for inter Local Authority 
borrowing have reduced. In (12/12/2016) December 2016 the Council’s bank, 
Natwest, reduced the current account rate to 0.05%. 

23. In the absence of counterparties to place funds, the Council invests short term with 
the UK Government Debt Management Office (DMO) with a yield of 0.15%. To 
increase yield the Council has a number of options: 

 Invest directly in Local Property – The Council is actively pursuing this. In 
2016/17 the Council purchased a large commercial property at Sword house 
for £6.8m for regeneration and investment purposes. The Council is taking 
forward a number of other such investments, where there is a strong 
regeneration imperative with returns of between 6-8%. These are detailed 
within the Council’s major projects programme. 

 Invest indirectly in a Property Fund – The option of investing in such a 
fund is included within the treasury strategy although the Council is currently 
prioritising investments within its own borders where the Council has 
investment experience, local knowledge and can combine other objectives 
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with the investment. Investing in indirect property funds have a specific set of 
risks requiring due diligence, with detailed assessment of current economic 
conditions and their impact on the national property market.  

 Treasury Investments with more Risk – Although Council investments are 
restricted in a number of areas; there are investments available where the 
Council can take on more risk for a higher return. These include cash funds 
where the capital invested can decrease as well as increase, or widening the 
Council’s credit criteria. The option of investing in a ‘VNAV’ (Variable Net 
Asset Value) funds are included within the Council’s treasury strategy 
although the increase in return over and above what the Council is currently 
achieving varies according to the volatility of the fund and overall does not 
provide a financially material uplift. Widening the Council’s credit criteria is not 
proposed at this time given the limited impact on return relative to the 
increase in risk. 

 Increase limits with existing counterparties. Limits to existing 
counterparties are proposed to increase by £1m for all A-rated institutions as 
part of this report increasing exposure to counterparties who have a credit 
rating the Council is comfortable investing with whilst obtaining a yield that is 
respectable in the current economic environment.  

 

A list of Counterparties available for use by the Council is enclosed at Appendix E. 

Prudential Indicators 

17. The CIPFA Prudential Code for Capital Finance in Local Authorities (2011 Edition) 
requires performance against specified key indicators to be measured and reported on 
a regular basis. The purpose of these indicators is to demonstrate prudence, 
affordability and sustainability.  

18. An explanation of PIs is included in Appendix D. Key objectives of the indicators are to:  

 ensure borrowing is less than the Council’s Capital Financing Requirement 
(CFR), demonstrating that all long term borrowing has been undertaken for 
capital purposes in line with the Prudential Code;  

 set the Council’s authorised and operational borrowing limits;  

 show the percentage of the revenue budget required to be spent on financing 
borrowing; and  

 show the incremental impact of new capital investment decisions on Council Tax.  
 

19. PIs are monitored throughout the year and reported to Audit Committee at Council mid-
year and at the end of the financial year, in line with the best practice requirements 
outlined in the CIPFA Treasury Management Code of Practice.  

20. Appendix D also includes a statement of the Council’s Minimum Revenue Provision 
(MRP) policy, used to calculate the amount the Council is annually required to set aside 
towards repaying its CFR.  
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APPENDIX A                         

Treasury Management Policy Statement 

1. Definition  

The Council defines its treasury management activities as the management of the 
authority’s investments and cash flows, its banking, money market and capital market 
transactions; the effective control of the risks associated with those activities; and the 
pursuit of optimum performance consistent with those risks. 

2. Risk Management: 

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

3. Value for Money 

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

4. Borrowing Policy 

The Council values revenue budget stability and will therefore borrow the majority of its 
long-term funding needs at long-term fixed rates of interest. Short-term and variable rate 
loans will only be borrowed to the extent that they either offset short-term and variable rate 
investments or can be shown to produce revenue savings. 

The Council will set an affordable borrowing limit each year in compliance with the Local 
Government Act 2003, and will have regard to the CIPFA Prudential Code for Capital 
Finance in Local Authorities when setting that limit.  It will also set limits on its exposure to 
changes in interest rates and limits on the maturity structure of its borrowing in the treasury 
management strategy report each year. 

5. Investment Policy 

The Council’s primary objectives for the investment of its surplus funds are to protect the 
principal sums invested from loss, and to ensure adequate liquidity so that funds are 
available for expenditure when needed.  The generation of investment income to support 
the provision of local authority services is an important, but secondary, objective. The 
Council will have regard to the Communities and Local Government Guidance on Local 
Government Investments and will approve an investment strategy each year as part of the 
treasury management strategy.  The strategy will set criteria to determine suitable 
organisations with which cash may be invested, limits on the maximum duration of such 
investments and limits on the amount of cash that may be invested with any one 
organisation. 
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Appendix B – Economic Summary 

The below Economic Summary has been prepared by Treasury Solutions, Capita 

Asset Services. Treasury Officers at the Council, supported by advice from Capita, 

monitor the wider economy on a daily basis as it provides the context in which the 

Council invests its funds and provides information on credit risk relating to the 

Council’s money. 

The wider economic picture also provides information regarding the timing interest 

rates may increase, impacting investment strategy and also decisions on borrowing if 

applicable. Most Local Authority borrowing in general has traditionally been from the 

Public Works Loan Board (PWLB), a Central Government lending facility, whose 

rates are determined by UK Gilt rates and these fluctuate based on the wider UK 

economic environment. Although Wycombe District Council does not have any 

borrowing, the economic background is important should the Council choose to 

borrow in future. 

ECONOMIC BACKGROUND 

UK.  GDP growth rates in 2013 of 2.2% and 2.9% in 2014 were strong but 2015 was 
disappointing at 1.8%, though it remained one of the leading rates among the G7 
countries.  Growth improved in quarter 4 of 2015 from +0.4% to 0.7% but fell back to 
+0.4% (2.0% y/y) in quarter 1 of 2016 before bouncing back again to +0.7% (2.1% y/y) in 
quarter 2.  During most of 2015, the economy had faced headwinds for exporters from 
the appreciation during the year of sterling against the Euro, and weak growth in the EU, 
China and emerging markets, plus the dampening effect of the Government’s continuing 
austerity programme.  
 
The referendum vote for Brexit in June 2016 delivered an immediate shock fall in 
confidence indicators and business surveys at the beginning of August, which were 
interpreted as pointing to an impending sharp slowdown in the economy.  However, the 
following monthly surveys in September showed an equally sharp recovery in confidence 
and business surveys so that it is generally expected that the economy will post positive 
growth numbers through the second half of 2016 and in 2017, albeit at a slower pace 
than in the first half of 2016.   
 
The Monetary Policy Committee (MPC) meeting on 4th August was dominated by 
consideration of the initial shock fall in business surveys and the expected sharp 
slowdown in growth. The result was a package of measures that included a cut in Bank 
Rate from 0.50% to 0.25%, a renewal of quantitative easing with £70bn made available 
for purchases of gilts and corporate bonds, and a £100bn tranche of cheap borrowing for 
banks to use to lend to businesses and individuals. The Bank of England quarterly 
Inflation Report included an unchanged forecast for growth for 2016 of 2.0% but cut the 
forecast for 2017 from 2.3% to just 0.8% and the forecast for 2018 to 1.8%.  However, 
some forecasters think that the Bank has been too pessimistic with its forecasts; since 
then, later statistics and the sharp recovery in business surveys have provided support 
for this view.  The Governor of the Bank of England, Mark Carney, had warned that a 
vote for Brexit would be likely to cause a slowing in growth, particularly from a reduction 
in business investment, due to the uncertainty of whether the UK would have continuing 
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full access, (i.e. without tariffs), to the EU single market.  He also warned that the Bank 
could not do all the heavy lifting to boost economic growth and suggested that the 
Government will need to help growth by increasing investment expenditure and possibly 
by using fiscal policy tools (taxation). The new Chancellor, Phillip Hammond, announced, 
after the referendum result, that the target of achieving a budget surplus in 2020 will be 
eased in the Autumn Statement on 23rd November.   
 
The Inflation Report also included a sharp rise in the forecast for inflation to around 

2.4% in 2018 and 2019.  CPI had already started rising during 2016 as the falls in 

the price of oil and food twelve months ago fall out of the calculation during the year 

and, in addition, the post referendum 18% fall in the value of sterling on a trade 

weighted basis, (as at late October), is likely to result in additional upward pressure 

on CPI. However, this further increase in inflationary pressures will take 2-3 years to 

gradually work its way through the economy so is unlikely to cause major concern to 

the MPC unless the increases are stronger than anticipated.  The MPC is, therefore, 

on balance, expected to look thorough this one off upward blip in inflation from the 

devaluation of sterling in order to support economic growth, especially if pay 

increases continue to remain subdued and therefore pose little danger of stoking 

core inflationary price pressures arising from within the UK economy.  The Bank of 

England will most probably have to revise its inflation forecasts significantly higher in 

its 3rd November quarterly Inflation Report: this rise in inflation expectations has 

caused investors in gilts to demand a sharp rise in longer term gilt yields, which have 

already risen by around fifty basis points since mid-August. It should be noted that 

27% of gilts are held by overseas investors who will have seen the value of their gilt 

investments fall by 18% as a result of the devaluation of sterling, (if their investments 

had not been currency hedged).  In addition, the price of gilts has fallen further due 

to a reversal of the blip up in gilt prices in early August after further quantitative 

easing was announced - which initially drove yields down, (i.e. prices up). Another 

factor that is likely to dampen gilt investor sentiment will be a likely increase in the 

supply of gilts if the Chancellor slows down the pace of austerity and the pace of 

reduction in the budget deficit in the Autumn Statement - as he has already 

promised. However, if there was a more serious escalation of upward pressure on 

gilt yields, this could prompt the MPC to respond by embarking on even more 

quantitative easing, (purchases of gilts), to drive gilt yields back down. 

USA. The American economy had a patchy 2015 with sharp swings in the quarterly 

growth rate leaving the overall growth for the year at 2.4%. Quarter 1 of 2016 

disappointed at +0.8% on an annualised basis while quarter 2 improved, but only to 

a lacklustre +1.4%.  However, forward indicators are pointing towards a pickup in 

growth in the rest of 2016.  The Fed. embarked on its long anticipated first increase 

in rates at its December 2015 meeting.  At that point, confidence was high that there 

would then be four more increases to come in 2016.  Since then, more downbeat 

news on the international scene and then the Brexit vote, have caused a delay in the 

timing of the second increase which is now strongly expected in December 2016. 

Overall, despite some data setbacks, the US is still probably the best positioned of 
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the major world economies to make solid progress towards a balanced combination 

of strong growth, full employment and rising inflation: this is going to require the 

central bank to take action to raise rates so as to make progress towards 

normalisation of monetary policy, albeit at lower central rates than prevailed before 

the 2008 crisis. 

EZ. In the Eurozone, the ECB commenced, in March 2015, its massive €1.1 trillion 

programme of quantitative easing to buy high credit quality government and other 

debt of selected EZ countries at a rate of €60bn per month.  This was intended to run 

initially to September 2016 but was extended to March 2017 at its December 2015 

meeting.  At its December and March 2016 meetings it progressively cut its deposit 

facility rate to reach   -0.4% and its main refinancing rate from 0.05% to zero.  At its 

March meeting, it also increased its monthly asset purchases to €80bn.  These 

measures have struggled to make a significant impact in boosting economic growth 

and in helping inflation to rise significantly from around zero towards the target of 

2%.  GDP growth rose by 0.6% in quarter 1 2016, (1.7% y/y), but slowed to +0.3%, 

(+1.6% y/y), in quarter 2.  Forward indications are that economic growth in the EU is 

likely to continue at moderate levels with Germany continuing to outperform other 

major European economies. This has added to comments from many forecasters 

that central banks around the world are running out of ammunition to stimulate 

economic growth and to boost inflation.  They stress that national governments will 

need to do more by way of structural reforms, fiscal measures and direct investment 

expenditure to support demand and economic growth in their economies. 

There are also significant political risks within the EZ in as much as Spain has held 

two general elections since December 2015 and still been unable to form a 

functioning government holding a majority of seats, while the Netherlands, France 

and Germany face general elections in 2017. A further cause of major political 

tension and political conflict, is one of the four core principals of the EU – the free 

movement of people within the EU, (note – not in just the Eurozone common 

currency area). In addition, Greece has been a cause of major concern in terms of its 

slowness in delivering on implementing fundamental reforms required by the EU to 

reduce its budget deficit in exchange for the allocation of further bailout money. 

Another area of major concern is that many Italian banks are exposed to substantial 

amounts of underperforming loans and are undercapitalised.  Some German banks 

are also undercapitalised, especially Deutsche Bank, which is under threat of major 

financial penalties from regulatory authorities that will further weaken its 

capitalisation.  What is clear is that national governments are forbidden by EU rules 

from providing state aid to bail out those banks that are at risk, while, at the same 

time, those banks are unable realistically to borrow additional capital in financial 

markets due to their vulnerable financial state. However, they are also ‘too big, and 

too important to their national economies, to be allowed to fail’. 

Asia. Economic growth in China has been slowing down and this, in turn, has been 

denting economic growth in emerging market countries dependent on exporting raw 
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materials to China.  Medium term risks have been increasing in China e.g. a 

dangerous build up in the level of credit compared to the size of GDP, plus there is a 

need to address a major over supply of housing and surplus industrial capacity, 

which both need to be eliminated.  This needs to be combined with a rebalancing of 

the economy from investment expenditure to consumer spending. However, the 

central bank has a track record of supporting growth through various monetary policy 

measures which further stimulate the growth of credit risks and so increase the 

existing major imbalances within the economy. 

Economic growth in Japan is still anaemic, and skirting with deflation, despite successive 
rounds of huge monetary stimulus and massive fiscal action to promote consumer 
spending. The government is also making little progress on fundamental reforms of the 
economy. 
 
Emerging countries. There are also concerns around the vulnerability of some 

emerging countries which are particularly exposed to the downturn in demand for 

commodities from China or to competition from the increase in supply of American 

shale oil and gas reaching world markets. Financial markets could also be vulnerable 

to risks from major sovereign wealth funds of those countries that are highly exposed 

to the falls in commodity prices from the levels prevailing before 2015, especially oil, 

and which, therefore, may have to liquidate substantial amounts of investments in 

order to cover national budget deficits over the next few years if the price of oil does 

not return to pre-2015 levels. 

 

Brexit timetable and process 

 March 2017: UK government notifies the European Council of its intention to 
leave under the Treaty on European Union Article 50  

 March 2019: two-year negotiation period on the terms of exit.  This period can 
be extended with the agreement of all members i.e. not that likely.  

 UK continues as an EU member during this two-year period with access to the 
single market and tariff free trade between the EU and UK. 

 The UK and EU would attempt to negotiate, among other agreements, a bi-
lateral trade agreement over that period.  

 The UK would aim for a negotiated agreed withdrawal from the EU, although 
the UK may also exit without any such agreements. 

 If the UK exits without an agreed deal with the EU, World Trade Organisation 
rules and tariffs could apply to trade between the UK and EU - but this is not 
certain. 

 On exit from the EU: the UK parliament would repeal the 1972 European 
Communities Act. 

 The UK will then no longer participate in matters reserved for EU members, 
such as changes to the EU’s budget, voting allocations and policies. 
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Investment and Borrowing Strategy 

The Councils Borrowing and Investment Position 

1. The Council currently has no external borrowing as at 30 November 2016. 

2. As at 30 November 2016 the Council held £83.1m of Investments. £81.1m of 
these are held to less than one year’s maturity with the remainder held for 
longer than a year. 

3. According to current cash flow forecasts, net investments are projected to be 
£61.6 million by 31 March 2017 and to £50.8 million by 31 March 2018. 

4. The budget for investment income in 2017/18 is £521k, based on an average 
investment portfolio of £72.2 million at an interest rate of 0.70%. If actual 
levels of investments and borrowing, and actual interest rates, differ from 
those forecast, performance against budget will be correspondingly different. 

Investment Strategy 

5.  The Council holds significant surplus funds, representing income received in 
advance of expenditure, plus balances and reserves. Both the CIPFA Code 
and the CLG Guidance require the Council to invest its funds prudently, and 
to have regard to the security and liquidity of its investments before seeking 
the highest rate of return, or yield. 

Specified investments 

6. Specified investments are those expected to offer relatively high security and 
high liquidity, and can be entered into with the minimum of formalities. The 
CLG Guidance defines specified investments as those: 

 Denominated in pound sterling 

 Due to be repaid within 12 months of arrangement, 

 Not defined as capital expenditure by legislation, and 

 Invested with one of: 

 The UK Government 

 A UK local authority, parish council, or community council, or 

 A body or investment scheme of “high credit quality” 

7. The Council defines the following as being of “high credit quality” for making 
specified investments, subject to the monetary and time limits shown. 
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Table 1.1 – Specified investment limits 2017/18 

 Monetary limit 

Banks and building societies (including Supranationals) 
holding long-term credit ratings1 no lower than AA- or 
equivalent. (either UK based or domiciled in a country 
with a AA rating) 

£6m each 

Banks and building societies holding long-term credit 
ratings no lower than A or equivalent (either UK based 
or domiciled in a country with a AA rating) 

£5m each 

 

UK building societies holding a long-term credit rating 
no lower than A- or equivalent. 

£4m 

Other Financial institutions in which the UK government 
has a substantial financial stake in excess of 50% or is 
providing support subject to a notice period – for 
example the Council’s banking services provider 
Natwest Plc. 

£4m 

Money market funds1 holding credit ratings no lower 
than AAA 

£7.5m per fund and 
£15m per fund 
administrator 

UK Central Government (DMO  DMADF and Gilts) Unlimited 

Supranationals £5m each  

UK Local Authorities2 £7.5m each 

1
  AS DEFINED IN THE LOCAL AUTHORITIES (CAPITAL FINANCE AND ACCOUNTING) 

REGULATIONS 2003 

2  AS DEFINED IN THE LOCAL GOVERNMENT ACT 2003 

 Change from 2016/17 Strategy – Limits for Banks and Building societies with 
a credit rating higher than BBB+ have been increased by £1m to ensure 
adequate avenues for placing cash without diluting the credit quality of the 
Council’s counterparties. This action is in response to the cut in interest rates 
and a fall in demand for Local Authority deposits due to increased 
requirements for financial institutions to set aside corresponding capital 
against deposits. 

8. Counterparties are only required to meet the minimum credit rating with one of 
the rating agencies and the Council will take the highest rating for investment 
purposes. A group of banks under the same ownership will be treated as a 
single organisation for limit purposes. 

9. Investments may not be restricted to banks and building society deposits, but 
may be made with any public or private sector organisation providing that it 
meets the credit rating criteria above.  This reflects a lower likelihood that 
central government will support failing banks following new Bail in 
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Regulations, as well as the removal of restrictions on local authority 
purchases of corporate bonds. 

10. The Council’s revenue reserves available to cover investment losses are 
forecast to be £51.2 million at 31st March 2017.  In order that no more than 
25% of available reserves will be put at risk in the case of a single default, the 
maximum that will be lent to any one organisation (other than the UK 
Government) will be £7.5 million. This will be kept under regular review.  

Building societies 

11. The Council will restrict deposits to UK building societies that hold credit 
ratings of A- or above.  The Council will not place deposits with Building 
Societies that are not rated by one or more the main Credit Rating Agencies. 

Money market funds 

12. Money market funds are pooled investment vehicles consisting of instruments 
similar to those used by the Council. They have the advantage of providing 
wide diversification of investment risks, coupled with the services of a 
professional fund manager. Fees of between 0.10% and 0.20% per annum 
are deducted from the interest paid to the Council. 

13. Individual Money Market Fund managers operate several different funds. 
These have different objectives but are essentially the same in nature in terms 
of diversification of underlying investments. Investments may be invested in 
more than one fund run by the same fund manager, with an overall limit of 
£15m per fund manager. 

14. Funds that offer same-day liquidity and a constant net asset value will be used 
as an alternative to instant access call accounts, while funds whose value 
changes with market prices and/or have a notice period will be used for longer 
investment period. 

Collateralised investments 

15. Where the Council makes an investment with an organisation that is secured 
on collateral in a third party (e.g. a reverse repo or a collateralised deposit), 
the time limit may be extended to match the limit given above for the third 
party. However, the investment will still count against the cash limit of the 
organisation receiving the funds. 

Non-specified investments 

16. Any investment not meeting the definition of a specified investment is classed 
as non-specified. The Council does not intend to make any investments 
denominated in foreign currencies, nor any with low credit quality bodies nor 
any that are defined as capital expenditure by legislation, such as company 
shares. 

17. Non-specified investments will therefore be limited to long-term investments, 
i.e. those that are due to mature 12 months or longer from the date of 
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arrangement. The maximum duration of the investment will depend upon its 
lowest published long-term credit rating: 

 Table 1.2 – Non Specified Investment Criteria 

Long-term credit rating Time limit 

AAA 5 years 

AA+ 4 years 

AA 3 years 

A+ to AA- 2 years 

 

18. The time limit for long-term investments in UK local authorities will be three 
years and in UK government 25 years. 

19. Long-term investments will be limited to £3m per organisation except the UK 
Government which will be unlimited and Local Authorities (as defined in the 
2003 Local Government Act) which will be £7.5m individually. The combined 
value of short-term and long-term investments with any organisation will not 
exceed the limits for specified investments outlined above.   

20. The total limit on long-term investments and non-specified investments is £40 
million. 

Property Fund 

21. The Council has direct property investments within the Wycombe District 
Council area amounting to £104.95m at 31 March 2016.  

22. As part of its Treasury Management Strategy, the Council may seek to invest 
in an indirect property fund. This would be managed by a fund manager and 
may invest in properties across the UK or internationally. The Council would 
hold a shareholding in the fund based on the value of its investment. 

23. Property Funds in the UK can provide returns of 4-6% at present together with 
capital appreciation. This is considerably more than the average of 0.7% 
currently being achieved on the Council’s treasury investments. However, 
capital values can go down as well as up. The investment would also be long 
term and there are potential entry and exit fees. The Council will not invest 
more than £7.5m in indirect property funds.  

24.  One further consideration is whether such an investment would be considered 
capital expenditure or not. The Authority will seek guidance on the status of 
any fund and due diligence will be undertaken by the Head of Finance and 
Commercial and the Portfolio Holder before any investment is made.  
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Other Consideration 

25. The criteria for choosing counterparties set out above provide a sound 
approach to investment in “normal” market circumstances. Whilst Members 
are asked to approve this base criteria above, under the exceptional current 
market conditions, the Chief Financial Officer will temporarily restrict further 
investment activity to those counterparties considered of higher credit quality 
than the minimum criteria set out for approval. These restrictions will remain in 
place until the banking system returns to “normal” conditions. Similarly the 
time periods for investments may be restricted. 

26. In practice the strategy currently means that it is unlikely that any investments 
other than in local authorities and UK government will be longer than two 
years, as bank long term ratings have been reduced substantially over recent 
years. 

Risk assessment and credit ratings 

27. The Council uses long-term credit ratings from the three main rating agencies, 
Fitch Ratings Ltd, Moody’s Investors Service Inc, and Standard & Poor’s 
Financial Services LLC, to assess the risk of investment default. A 
counterparty needs to meet the minimum rating criteria from at least one of 
the rating agencies. 

28. Long-term ratings are expressed on a scale from AAA (the highest quality) 
through to D (indicating default). Ratings of BBB- and above are described as 
investment grade, while ratings of BB+ and below are described as 
speculative grade. The Council’s credit rating criteria are set to ensure that it 
is very unlikely the Council will hold speculative grade investments, despite 
the possibility of repeated downgrades. 

29. Credit ratings are obtained and monitored by the Council’s treasury advisers, 
who will notify changes in ratings as they occur. Where an entity has its credit 
rating downgraded so that it fails to meet the above criteria then: 

 no new investments will be made, 

 any existing investments that can be recalled at no cost will be 
recalled, and 

 full consideration will be given to the recall of any other existing 
investments. 

30. Where a credit rating agency announces that it is actively reviewing an 
organisation’s credit ratings with a view to downgrading it (also known as 
“negative rating watch”) so that it is likely to fall below the above criteria, then 
the Head of Finance and Commercial will consider suspending any further 
investments pending the outcome of the rating agency review.  If after taking 
advice from the Council’s Treasury Management Advisors he/she is satisfied 
that there is no implied increase risk of default from the Counterparty then the 
Counterparty will continue to be used subject to meeting all other elements of 
the Council’s Investment criteria. 
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31. If rising balances and/or falling credit ratings mean that insufficient banks of 
“high credit quality” are available to invest the Council’s cash balances, then 
the surplus will be deposited with the UK Government, via the Debt 
Management Office, for example. 

Other information on the security of investments 

32. The Council understands that credit ratings are good, but not perfect, 
predictors of investment default. Full regard will therefore be given to other 
available information on the credit quality of banks and building societies, 
including credit default swap prices, financial statements and rating agency 
reports. No investments will be made with an organisation if there are 
substantive doubts about its credit quality, even though it may meet the above 
criteria. 

Foreign countries 

33. Investments in foreign countries will be limited to those that hold an AAA, AA+ 
or AA, sovereign credit rating from all three major credit rating agencies, and 
to a maximum of £10 million per foreign country. Banks that are domiciled in 
one country but are owned in another country will need to meet the rating 
criteria of and will count against the limit for both countries. There is no limit 
on investments in the UK irrespective of the credit rating. 

34. Investments in countries whose rating is not AAA will be limited to one year’s 
duration. Sovereign credit rating criteria and foreign country limits will not 
apply to investments in multilateral development banks (e.g. the European 
Investment Bank and the World Bank) or other supranational organisations 
(e.g. the European Union  

Investment instruments 

35. Investments may be made using any of the following instruments: 

 Interest paying bank accounts 

 Fixed term deposits 

 Call or notice deposits (where the Council can demand 
repayment) 

 Certificates of deposit 

 Treasury bills and gilts issued by the UK government 

 Bonds issued by multilateral development banks (e.g. the EIB) 

 Shares in money market funds 

 Shares in Enhanced Cash Funds 

36. Investments may be made at either a fixed rate of interest, or at a variable 
rate (which may or may not be linked to a market interest rate, such as 
LIBOR). 
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Liquidity management 

37. The Council uses spreadsheets to forecast cash flow to determine the 
maximum period for which funds may prudently be committed. The forecast is 
compiled on a pessimistic basis, with receipts under-estimated and payments 
over-estimated to minimise the risk of the Council being forced to borrow on 
unfavourable terms to meet its financial commitments. The forecast allows for 
a cushion of between £5million and £7million to be held on instant access 
deposit at all times. 

38. Limits on long-term investments are set by reference to the Council’s medium 
term financial plan and cash flow forecast.  

Planned investment strategy for 2017/18  

39. The cash flow forecast will be used to divide surplus funds into three 
categories: 

 Short-term – cash required to meet known cash outflows in the 
next month, plus a contingency to cover unexpected cash flows 
over the same period. 

 Medium-term – cash required to manage the annual seasonal 
cash flow cycle, including amounts to cover forecast shortages, 
planned use of reserves, and a longer-term contingency 

 Long-term – cash not required to meet cash flows, and used 
primarily to generate investment income 

40. Short-term funds are required to meet cash flows occurring in the next month 
or so, and the preservation of capital and liquidity is therefore of paramount 
importance. Generating investment returns is of limited concern here, 
although it should not be ignored. Instant access AAA-rated money market 
funds and bank deposit accounts will be the main methods used to manage 
short-term cash. 

41. Medium-term funds which may be required in the next one to twelve months 
will be managed concentrating on security, with less importance attached to 
liquidity, but a slightly higher emphasis on yield. The majority of investments in 
this period will be in the form of fixed term deposits with banks, UK building 
societies and local authorities.  A wide spread of counterparties and maturity 
dates will be maintained to maximise the diversification of credit and interest 
rate risks; this may be achieved by the use of suitable medium-term money 
market funds. Deposits with lower credit quality names will be made for 
shorter periods only, while deposits with higher quality names can be made 
for longer durations. 

42. Cash that is not required to meet any liquidity need can be invested for the 
longer term with a greater emphasis on achieving returns that will support 
spending on local authority services. Security remains important, as any 
losses from defaults will impact on the total return, but, fluctuations in price, 
and even occasional losses, can be managed over the long term within a 
diversified portfolio. Liquidity is of less concern, although it should still be 
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possible to sell investments, with due notice, if large spending commitments 
arise unexpectedly. The Council employs external fund managers that have 
the skills and resources to manage the risks inherent in a portfolio of long-
term investments. This allows the Council to diversify into a wider range of 
instruments, including certificates of deposit, and gilts. 

Borrowing Strategy 

43. The Council had no external borrowing. However the Council has internally 
borrowed from existing balances to fund its capital programme. The Council’s 
capital financing requirement (CFR, or underlying need to borrow) as at 31 
March 2017 is expected to be £7.3 million. 

44. In addition, the Council may borrow for short periods of time (up to two weeks) 
to cover unexpected cash flow shortages, though because of its cash flow 
projections outlined above this should prove unnecessary. 

Sources of borrowing 

45. The approved sources of long-term and short-term borrowing will be: 

 Public Works Loan Board 

 Any institution approved for investments above 

 Any other bank or building society approved by the Financial 
Services Authority 

Debt Instruments 

46. As an alternative to borrowing, the Council may finance capital expenditure 
and incur long-term liabilities by means of leases.  However, there are no 
immediate plans to use this other than in respect of embedded leases within 
the Joint Waste Collection Contract. 

Treasury Management Indicators 

47. The Council measures its exposures to treasury management risks using the 
following indicators. The Council is asked to approve the following indicators: 

Security: average credit rating 

48. The Council is asked to adopt a voluntary measure of its exposure to credit 
risk by monitoring the weighted average credit rating of its investment 
portfolio. 

 Table 1.3 – Average Investment Credit Rating 

 Target 

Portfolio average credit rating A 
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49. For the purpose of this indicator, unrated local authorities are assumed to hold 
an AA+ rating. The target average credit rating of ‘A’ is unchanged from the 
2015/16 strategy. 

Liquidity: cash available within three months 

50. The Council is asked to adopt 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. This target is set at a minimum of £5 
million without temporary borrowing, and £7 million with temporary borrowing.  
This range has been increased to reflect the higher level of expenditure being 
paid on Major Projects. 

 Interest rate exposures 

51. This limit is set to control the Council’s exposure to interest rate risk. In order 
to keep as much flexibility as possible in the investment and borrowing 
strategies these have been kept deliberately high. It is extremely unlikely that 
borrowing will be fixed over the next three years, but this does allow for that 
possibility. The upper limits on fixed and variable rate interest rate exposures, 
expressed as an amount of net principal borrowed is:  

 Table 1.4 Net Principal Borrowed Interest Rate Exposures 

 2017/18 2018/19 2019/20 

 £m £m £m 

Upper limit on fixed interest rate 
exposures 

5 5 5 

Upper limit on variable interest rate 
exposures 

5 5 5 

 

52. Fixed rate investments and borrowings are those where the rate of interest is 
fixed for the whole financial year. Instruments that mature during the financial 
year are classed as variable rate. 

Maturity structure of borrowing 

53. This limit is set to control the Council’s exposure to refinancing risk. The upper 
and lower limits on the maturity structure of fixed rate borrowing will be: 

 Table 1.5 – Fixed borrowing ‘Upper’ and ‘Lower’ Limits 

 Upper Lower 

Under 12 months 100% 0% 

12 months  and within 24 months 100% 0% 

24 months and within five years 100% 0% 

Five years and within 10 years 100% 0% 
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10 years and above 100% 0% 

 

54. This indicator applies to the financial years 2016/17, 2017/18, and 2018/19.  
Time periods start on the first day of each financial year. The maturity date of 
borrowing is the earliest date on which the lender can demand repayment. 
These limits provide flexibility should the Council decide to enter into any new 
borrowing. 

Principal sums invested for periods longer than 364 days 

55. The purpose of this indicator is to control the Council’s exposure to the risk of 
incurring losses by seeking early repayment of its investments. The limits on 
the total principal sum invested to final maturities beyond one year will be: 

Table 1.6 – Overall investment limits >1 year 

  2017/18 2018/19 2019/20 

Limit on principal invested beyond 
year end 

£42m £40m £38m 

 

 Borrowing limits 

56. The Council is being asked to approve these Prudential Indicators as part of 
the Prudential indicator report.  These limits consist of a limit for external 
borrowing (loans) from third parties and ‘Other Long Term Liabilities’ which 
cover Finance Leases.  This second element includes the Council’s Financial 
Liabilities under the Waste Collection contract for both Vehicles and Bin 
Recepticles. These limits are unchanged from 2015/16. 

 Table 1.7 – Operational boundary 

 2017/18 2018/19 2019/20 

Operational boundary – borrowing  £10m £10m £10m 

Operational boundary – other long-
term liabilities 

£8m £8m £8m 

Operational boundary – TOTAL £18m £18m £18m 

 

 Table 1.8 – Authorised limit for external debt 

  2017/18 2018/19 2019/20 

Authorised Limit – borrowing £10m £10m £10m 

Authorised Limit – other long-term 
liabilities 

£9m £9m £9m 

Authorised Limit – TOTAL £19m £19m £19m 
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Other Matters 

57. The CLG Investment Guidance requires the Council to note the following 
matters each year as part of the investment strategy: 

Treasury management advisers 

58. The Council is currently in contract with Capita Asset Services to provide 
advice and information relating to its investment and borrowing activities. 
However, responsibility for final decision making remains with the Council and 
its officers. The services received include: 

 Advice and guidance on relevant policies, strategies, and 
reports 

 Advice on investment decisions 

 Notification of credit ratings and changes 

 Other information on credit quality 

 Advice on debt management decisions 

 Accounting advice 

 Reports on treasury performance 

 Forecasts of interest rates, and 

 Training courses 

59. The quality of this service is controlled by half yearly review meetings. 

Investment Training 

60. The needs for training of the Council’s treasury management staff in 
investment management are assessed periodically as part of the staff 
appraisal process, and additionally when the responsibilities of individual 
members of staff change. 

61. Staff regularly attend training courses, seminars and conferences provided by 
Capita Asset Services and CIPFA. 

Investment of money borrowed in advance of need 

62. The Council could, from time to time, borrow in advance of spending need 
where this is expected to provide the best long term value for money. Since 
amounts borrowed would be invested until spent, the Council is aware that it 
would be exposed to the risk of loss of the borrowed sums, and the risk that 
investment and borrowing interest rates may change in the intervening period.  
These risks would be managed as part of the Council’s overall management 
of its treasury risks. 

63. Any total amount borrowed would not exceed the authorised borrowing limit. 
The maximum period between borrowing and expenditure would be expected 
to be two years, although the Council does not link particular loans with 
particular items of expenditure. 
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Appendix D 

The Capital Prudential Indicators 2016/17 – 2019/20 and Minimum Revenue 
Provision Policy 

 Introduction 

1. The Local Government Act 2003 requires the Council to adopt the CIPFA 
Prudential Code and produce prudential indicators. Each indicator either 
summarises the expected capital activity or introduces limits upon that activity. 
This report updates currently approved indicators to 2019/20. 

2. Within this overall prudential framework there is an impact on the Council’s 
treasury management activity – as it will directly impact on borrowing or 
investment activity. The treasury management strategy for 2017/18 is included 
elsewhere on this agenda, and that strategy includes any indicators relating 
specifically to the treasury activity. 

The Capital Expenditure Plans  

3. The Council’s capital expenditure plans are summarised below and this forms 
the first of the prudential indicators. These need to be affordable, sustainable 
and prudent. The revenue consequences of this will need to be paid for from 
the Council’s own resources.   

4. This capital expenditure can be paid for immediately (by applying capital 
resources such as capital receipts, capital grants etc., or revenue resources), 
but if these resources are insufficient any residual expenditure will add to the 
Council’s borrowing need. 

5. The key risks to the plans are that the level of Government support has been 
estimated and may be subject to change. Similarly some estimates for other 
sources of funding, such as capital receipts, may also be subject to change 
over this timescale.   

6. The Council is asked to approve the summary capital expenditure projections 
below. This forms the first prudential indicator: 

Indicator 1 
Capital Expenditure 

£m 

2016/17 
Estimate 

2017/18 
Estimate 

2018/19 
Estimate 

2019/20 
Estimate 

General Fund 10.930 17.542 1.405 1.185 

Financed by:     

Capital receipts 6.6770 13.676 0.605 0.385 

CIL & Section 106  3.041 3.066 0.000 0.000 

Grant receipts 1.212 0.800 0.800 0.800 

Revenue Development 
Reserve (RDR) 

0.000 0.000 0.000 0.000 
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Net financing need for the 
year 

0.000 0.000 0.000 0.000 

 Figures above are for Capital Expenditure only and consequently differ from 
the Major Projects Programme.  

 These figures are based on a draft capital programme as at December 
2016. A revised capital programme will be approved in February 2017 by 
Council and this will alter the capital expenditure and funding figures 
presented within this report. 

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

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

8. The Council is asked to approve the CFR projections below: 

Indicator 2 
£m 

2016/17 
Estimate 

2017/18 
Estimate 

2018/19 
Estimate 

2019/20 
Estimate 

CAPITAL FINANCING REQUIREMENT 

CFR  at year end 7.270 6.352 5.498 4.973 

Movement in CFR -0.918 -0.918 -0.854 -0.525 

     

Breakdown of Movement in CFR 

Net financing need for the 
year (above) 

0.000 0.000 0.000 0.000 

MRP/VRP and other 
financing movements 

-0.918 -0.918 -0.854 -0.525 

Movement in CFR -0.918 -0.918 -0.854 -0.525 
 

9. The Council is required to pay off an element of the accumulated General Fund 
capital spend each year through a revenue charge (the Minimum Revenue 
Provision MRP), although it is also allowed to undertake additional voluntary 
payments (VRP). The figures above assume only the MRP will be made. 

10. CLG Regulations have been issued which require full Council to approve an 
MRP Statement in advance of each year. A variety of options are provided to 
councils, so long as there is a prudent provision. The Council is recommended 
to approve the following MRP Statement : 

11. For capital expenditure incurred before 1 April 2008 or which in the future will 
be Supported capital Expenditure, the MRP policy will be: 

 Existing practice - MRP will follow the existing practice outlined in former 
CLG Regulations.  
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12. From 1 April 2008 for all unsupported borrowing the MRP policy will be: 

 Asset Life Method – MRP will be based on the estimated life of the assets, 
in accordance with the regulations. 

The Use of the Council’s resources and the Investment Position 

13. The application of resources (capital receipts, reserves etc.) to either finance 
capital expenditure or other budget decisions to support the revenue budget will 
have an ongoing impact on investments unless resources are supplemented 
each year from new sources (asset sales etc.). Detailed below are estimates of 
the available year end balances for each resource together with working 
capital. 

Indicator 3 
Year End Resources 

£m 

2016/17 
Estimate 

2017/18 
Estimate 

2018/19 
Estimate 

2019/20 
Estimate 

Fund balances     

Capital receipts 
Reserve 

15.1 4.3 5.7 7.3 

Revenue reserves 53.2 53.8 53.4 51.6 

Total Core Funds 46.3 36.1 37.1 36.9 

Working Capital* 5.0 5.0 5.0 5.0 

Borrowing net of CFR -7.3 -6.4 -5.5 -5.0 

Expected 
Investments 

44.0 34.7 36.6 36.9 

*  Working capital balances shown are estimated year end; these may be 
higher at certain points during the year.  

Affordability Prudential Indicators 

14. The previous sections cover the overall capital and control of borrowing 
prudential indicators, but within this framework prudential indicators are 
required to assess the affordability of the capital investment plans. These 
provide an indication of the impact of the capital investment plans on the 
Council’s overall finances. The Council is asked to approve the following 
indicators: 

15. Actual and Estimates of the ratio of financing costs to net revenue stream 
– This indicator identifies the trend in the cost of capital (borrowing and other 
long term obligation costs net of investment income) against the net revenue 
stream. 

Indicator 4 
% 

2016/17 
Estimate 

2017/18 
Estimate 

2018/19 
Estimate 

2019/20 
Estimate 

Ratio 3.61 4.40 4.02 1.10 
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Financing Costs (£m’s) 0.550 0.618 0.545 0.145 

Net Revenue Stream (£m’s) 15.238 14.035 13.563 13.227 
 

16. The estimates of financing costs include current commitments and the 
proposals in this budget report.  The financing costs include MRP, interest on 
finance leases (Waste Contract).  The net revenue stream takes account of all 
government funding used to support the General Fund (RSG, Business Rates 
funding, Section 31 Grants and New Homes Bonus) as well as Council Tax 
income. 

17. Estimates of the incremental impact of capital investment decisions on 
the Council Tax (Indicator 5) – This indicator identifies the revenue costs 
associated with proposed changes in the major projects programme (capital 
expenditure only) recommended in the budget report compared to the Council’s 
existing approved commitments and current plans. The Council’s financial 
strategy is based on the premise that capital financing decisions have no 
impact on the revenue budget. Any surplus income is transferred to capital 
funds, and expenditure on the major projects programme is designed to ensure 
that it results in no capital financing costs that would impact on council tax 
levels.  

Limits to Borrowing Activity 

19. Within the prudential indicators there are a number of key indicators to ensure 
the Council operates its activities within well-defined limits 

20. For the first of these (Indicator 6) the Council needs to ensure that its total 
borrowing net of any investments, does not, except in the short term, exceed 
the total of the CFR in the preceding year plus the estimates of any additional 
CFR for 2017/18 and the following two financial years. This allows some 
flexibility for limited early borrowing for future years. 

 

21. The Chief Financial Officer reports that the Council complies with this prudential 
indicator in the current year and does not envisage difficulties for the future. 
This view takes into account current commitments, existing plans, and the 
proposals in the budget report.   

22. The Operational Boundary for external debt – This indicator is not a limit but 
represents a possible level of debt that may be reached during the year. It 
allows for overdrafts and any temporary borrowing that may be necessary 
pending asset sales. 

 

Indicator 7 
Operational Boundary 

£m 

2016/17 
Estimate 

2017/18 
Estimate 

2018/19 
Estimate 

2019/20 
Estimate 

Borrowing 10.0 10.0 10.0 10.0 
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Other long term liabilities 8.0 8.0 8.0 8.0 

Total 18.0 18.0 18.0 18.0 
  

23. The Authorised Limit for External Debt – A further key prudential indicator 
represents a control on the overall level of borrowing. This represents a limit 
beyond which external debt is prohibited, and this limit needs to be set or 
revised by full Council. It reflects the level of external debt which, while not 
desired, could be afforded in the short term, but is not sustainable in the longer 
term. It includes any bank overdraft and temporary borrowing which may be 
necessary to manage cash flow and pending asset sales. This is the statutory 
limit determined under section 3 (1) of the Local Government Act 2003. The 
Government retains an option to control either the total of all councils’ plans, or 
those of a specific council, although no control has yet been exercised. 

24. The Council is asked to approve the following Authorised Limit: 

Indicator 8 
Authorised limit  

£m 

2016/17 
Estimate 

2017/18 
Estimate 

2018/19 
Estimate 

2019/20 
Estimate 

Borrowing 10.0 10.0 10.0 10.0 

Other long term liabilities 9.0 9.0 9.0 9.0 

Total 19.0 19.0 19.0 19.0 
 

 

 

 

Page 82



Appendix E - Treasury Investment options 

The table below outlines fixed deposit counterparties available to be used by the Council. A 

counterparty will not be on the list below for any of the following reasons: 

 The Counterparty is not accepting Local Authority fixed term deposits or has not put itself 

forward as being in the market for these 

 Minimum investment amounts required by the Counterparty exceed the levels the Council is 

permitted to invest under its strategy 

 The Counterparty does not meet the Council’s minimum credit rating criteria 

 Investment rates provided by the Counterparty do not provide any significant uplift from the 

UK Government’s Debt Management Office (DMO) rate of 0.15% 

Table 1 – Counterparties that are available for use by the Council as at 30 November 2016 

Counterparty Status 

Lloyds TSB In use 

Barclays Bank In use 

Goldman Sachs Bank In Use 

Close Brothers Ltd In Use 

Handelsbanken In Use 

HSBC In Use 

Leeds Building Society In Use 

Coventry Building Society In Use 

Nationwide Building Society In Use 

Santander UK Not Currently Used 

Emirates National Bank of Dubai Not Currently Used 

Other Local Authorities In Use 

 

Page 83

Agenda Item 7 Appendix E
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Wycombe District Council
Year ending 31 March 2017

Audit Plan
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The UK firm Ernst & Young LLP is a limited liability partnership registered in England and Wales with registered number OC300001 and is a member firm of Ernst & Young Global Limited.
A list of members’ names is available for inspection at 1 More London Place, London
SE1 2AF, the firm’s principal place of business and registered office.

Audit & Standards Committee
Wycombe District Council
Queen Victoria Road
High Wycombe
Buckinghamshire
HP11 1BB

12 January 2017

Dear Committee Members

Audit Plan

We are pleased to attach our Audit Plan which sets out how we intend to carry out our responsibilities as
your auditor. Its purpose is to provide the Audit Committee with a basis to review our proposed audit
approach and scope for the 2016/17 audit in accordance with the requirements of the Local Audit and
Accountability Act 2014, the National Audit Office’s 2015 Code of Audit Practice, the Statement of
Responsibilities issued by Public Sector Audit Appointments (PSAA) Ltd, auditing standards and other
professional requirements. It is also to ensure that our audit is aligned with the Committee’s service
expectations.

This plan summarises our initial assessment of the key risks driving the development of an effective
audit for the Council and outlines our planned audit strategy in response.

We welcome the opportunity to discuss this plan with the Committee on 12 January 2017 and to
understand whether there are other matters which it considers may influence our audit.

Yours faithfully

Maria Grindley
For and behalf of Ernst & Young LLP
Enc

Ernst & Young LLP
Apex Plaza
Forbury Road
Reading
RG1 1YE

Tel: + 44 118 928 1599
Fax: + 44 118 928 1101
ey.com

Tel: 023 8038 2000
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In April 2015 Public Sector Audit Appointments Ltd (PSAA) issued ‘‘Statement of responsibilities of auditors and
audited bodies ’. It is available from the Chief Executive of each audited body and via the PSAA website
(www.psaa.co.uk).
The Statement of responsibilities serves as the formal terms of engagement between appointed auditors and audited
bodies. It summarises where the different responsibilities of auditors and audited bodies begin and end, and what is
to be expected of the audited body in certain areas.
The ‘Terms of Appointment from 1 April 2015’ issued by PSAA sets out additional requirements that auditors must
comply with, over and above those set out in the National Audit Office Code of Audit Practice (the Code) and statute,
and covers matters of practice and procedure which are of a recurring nature.
This Audit Plan is prepared in the context of the Statement of responsibilities. It is addressed to the Audit Committee,
and is prepared for the sole use of the audited body. We, as appointed auditor, take no responsibility to any third
party.
Our Complaints Procedure – If at any time you would like to discuss with us how our service to you could be
improved, or if you are dissatisfied with the service you are receiving, you may take the issue up with your usual
partner or director contact. If you prefer an alternative route, please contact Steve Varley, our Managing Partner, 1
More London Place, London SE1 2AF. We undertake to look into any complaint carefully and promptly and to do all
we can to explain the position to you. Should you remain dissatisfied with any aspect of our service, you may of
course take matters up with our professional institute. We can provide further information on how you may contact
our professional institute.
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1. Overview

This Audit Plan covers the work that we plan to perform to provide the Council with:

► Our audit opinion on whether the financial statements of Wycombe District Council give
a true and fair view of the financial position as at 31 March 2017 and of the income and
expenditure for the year then ended;

► Our conclusion on the Council’s arrangements to secure economy, efficiency and
effectiveness;

We will also review and report to the National Audit Office (NAO), to the extent and in the
form required by them, on the Council’s Whole of Government Accounts return.

Our audit will also include the mandatory procedures that we must perform in accordance
with applicable laws and auditing standards.

When planning the audit we take into account several key inputs:

► strategic, operational and financial risks relevant to the financial statements;

► developments in financial reporting and auditing standards;

► the quality of systems and processes;

► changes in the business and regulatory environment; and

► management’s views on all of the above.

By considering these inputs, our audit is focused on the areas that matter and our feedback is
more likely to be relevant to the Council.

Page 87



Financial statement risks

EY ÷ 2

2. Financial statement risks

We outline below our current assessment of the financial statement risks facing the Council,
identified through our knowledge of its operations and discussion with those charged with
governance and officers.

At our meeting, we will seek to validate these with the Audit Committee.

Significant risks (including fraud risks) Our audit approach

Risk of fraud in revenue and expenditure recognition

Under ISA240 there is a presumed risk that revenue
may be misstated due to improper recognition of
revenue.
In the public sector, this requirement is modified by
Practice Note 10, issued by the Financial Reporting
Council, which states that auditors should also consider
the risk that material misstatements may occur by the
manipulation of expenditure recognition.

We will
► Review and test revenue and expenditure

recognition policies;
► Review and discuss with management any

accounting estimates on revenue or expenditure
recognition for evidence of bias;

► Develop a testing strategy to test material revenue
and expenditure streams;

► Review and test revenue cut-off at the period end
date;

► Review in-year financial projections and compare to
year-end position; and

► Review capital expenditure on property, plant and
equipment to ensure it meets the relevant
accounting requirements to be capitalised.

Risk of management override

As identified in ISA (UK and Ireland) 240, management
is in a unique position to perpetrate fraud because of its
ability to manipulate accounting records directly or
indirectly and prepare fraudulent financial statements by
overriding controls that otherwise appear to be operating
effectively. We identify and respond to this fraud risk on
every audit engagement.

Our approach will focus on:
► Testing the appropriateness of journal entries

recorded in the general ledger and other
adjustments made in the preparation of the financial
statements;

► Reviewing accounting estimates for evidence of
management bias,

► Evaluating the business rationale for significant
unusual transactions; and

► Reviewing capital expenditure on property, plant and
equipment to ensure it meets the relevant
accounting requirements to be capitalised.

2.1 Responsibilities in respect of fraud and error
We would like to take this opportunity to remind the Committee that management has the
primary responsibility to prevent and detect fraud. It is important that management - with the
oversight of those charged with governance - has a culture of ethical behaviour and a strong
control environment that both deters and prevents fraud.

Our responsibility is to plan and perform audits to obtain reasonable assurance about
whether the financial statements as a whole are free of material misstatements whether
caused by error or fraud. As auditors, we approach each engagement with a questioning
mind that accepts the possibility that a material misstatement due to fraud could occur, and
design the appropriate procedures to consider such risk.

Based on the requirements of auditing standards our approach will focus on:

► identifying fraud risks during the planning stages;

► asking management about risks of fraud and the controls to address those risks;
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► understanding the oversight given by those charged with governance of management’s
processes over fraud;

► considering the effectiveness of management’s controls designed to address the risk of
fraud;

► determining an appropriate strategy to address any identified risks of fraud; and

► performing mandatory procedures regardless of specifically identified risks.
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3. Value for money risks

We are required to consider whether the Council has ‘proper arrangements’ to secure
economy, efficiency and effectiveness on its use of resources.

For 2016/17 this is based on the overall evaluation criterion:

“In all significant respects, the audited body had proper arrangements to ensure it took
properly informed decisions and deployed resources to achieve planned and sustainable
outcomes for taxpayers and local people”

Proper arrangements are defined by statutory guidance issued by the National Audit Office.
They comprise the Council’s arrangements to:

· take informed decisions;

· deploy resources in a sustainable manner; and

· work with partners and other third parties.

In considering the Council’s proper arrangements, we will draw on the requirements of the
CIPFA/SOLACE framework for local government to ensure that our assessment is made
against a framework that is already required and to report through documents such as the
annual governance statement.

We are only required to determine whether there are any risks that we consider significant,
which the Code of Audit Practice defines as:

“A matter is significant if, in the auditor’s professional view, it is reasonable to conclude that
the matter would be of interest to the audited body or the wider public”

Our risk assessment helps us to plan enough work for us to deliver a safe conclusion on
arrangements to secure value for money, and enables us to determine the nature and extent
of any further work that may be required. If we do not identify any significant risks there is no
requirement to carry out further work.

Our risk assessment has therefore considered both the potential financial impact of the
issues we have identified, and also the likelihood that the issue will be of interest to local
taxpayers, the Government and other stakeholders. We have not identified any risks which
we view as relevant to our value for money conclusion.
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4. Our audit process and strategy

4.1 Objective and scope of our audit
Under the Code of Audit Practice our principal objectives are to review and report on the
Council’s:

► financial statements, and

► arrangements for securing economy, efficiency and effectiveness in its use of resources
to the extent required by the relevant legislation and the requirements of the Code.

We issue an audit report that covers:

1. Financial statement audit

Our objective is to form an opinion on the financial statements under International Standards
on Auditing (UK and Ireland).

We report by exception on the governance statement and other accompanying material as
required, in accordance with relevant guidance prepared by the NAO on behalf of the
Comptroller and Auditor General.

Alongside our audit report, we also:

► Review and report to the NAO on the Whole of Government Accounts return to the extent
and in the form they require.

2. Arrangements for securing economy, efficiency and effectiveness (value
for money)

We are required to consider whether the Council has ‘proper arrangements’ to secure
economy, efficiency and effectiveness on its use of resources.

4.2 Audit process overview
Our audit involves:

► Audit process overview;

► Assessing the key internal controls and testing the operation of controls;

► Review and re-performance of the work of internal audit in relation to controls testing of
Accounts Payable;

► Reliance on the work of experts on pensions and valuations; and

► Substantive tests of detail of transactions and amounts.

Processes
Our initial assessment of the key processes across the Council has identified accounts
payable as an area where we will seek to test key controls:
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Analytics
We will use our computer-based analytics tools .to enable us to capture whole populations of
your financial data, in particular journal entries. These tools:

► help to identify specific exceptions and anomalies which can then be subject to more
traditional substantive audit tests, and

► give greater likelihood of identifying errors than random sampling techniques.

We will report the findings from our process and analytics work, including any significant
weaknesses or inefficiencies identified and recommendations for improvement, to
management and the Audit Committee.

Internal audit
As in previous years, we will review internal audit plans and the results of their work. We will
reflect the findings from these reports, together with reports from any other work completed in
the year, in our detailed audit plan, where we raise issues that could have an impact on the
year-end financial statements.

Use of specialists

When auditing key judgements, we are often required to rely on the input and advice
provided by specialists who have qualifications and expertise not possessed by the core audit
team. The areas where either EY or third party specialists provide input for the current year
audit are:

Area Specialists

Property, plant and equipment Wilks, Head and Eve

Pensions EY Pensions team/ Barnett Waddingham

Business rates provision Analyse local

In accordance with Auditing Standards, we will evaluate each specialist’s professional
competence and objectivity, considering their qualifications, experience and available
resources, together with the independence of the individuals performing the work.

We also consider the work performed by the specialist in light of our knowledge of the
Council’s environment and processes and our assessment of audit risk in the particular area.
For example, we would typically perform the following procedures:

► analyse source data and make inquiries as to the procedures used by the expert to
establish whether the source date is relevant and reliable;

► assess the reasonableness of the assumptions and methods used;

► consider the appropriateness of when the specialist carried out the work; and

► assess whether the substance of the specialist’s findings are properly reflected in the
financial statements.

4.3 Mandatory audit procedures required by auditing standards
and the Code
As well as the financial statement risks (section two) and value for money risks (section
three), we must perform other procedures as required by auditing, ethical and independence
standards, the Code and other regulations. We outline below the procedures we will
undertake during our audit.
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Procedures required by standards
► Addressing the risk of fraud and error;

► Significant disclosures included in the financial statements;

► Entity-wide controls;

► Reading other information contained in the financial statements and reporting whether it
is inconsistent with our understanding and the financial statements; and

► Auditor independence.

Procedures required by the Code
► Reviewing, and reporting on as appropriate, other information published with the

financial statements, including the Annual Governance Statement; and

► Reviewing and reporting on the Whole of Government Accounts return, in line with the
instructions issued by the NAO.

Finally, we are also required to discharge our statutory duties and responsibilities as
established by the Local Audit and Accountability Act 2014 and Code of Audit Practice.

4.4 Materiality
In order to decide whether the financial statements are free from material error, we define
materiality as the scale of an omission or misstatement that, individually or added together
could reasonably be expected to influence the users of the financial statements. Our
evaluation requires professional judgement and so takes into account qualitative as well as
quantitative considerations implied in the definition.

We have determined that overall materiality for the financial statements of the Council is
£1,864,300 based on 2% of gross expenditure. We will communicate uncorrected audit
misstatements greater than £93,215 to the Committee.

The amount we consider material at the end of the audit may differ from our initial decision. At
this stage, however, we cannot anticipate all the circumstances that might influence our
judgement. At the end of the audit we will form our final opinion by referring to anything that
could be significant to users of the financial statements, including the total effect of any audit
misstatements, and our evaluation of materiality at that date.

4.5 Fees
The duty to prescribe fees is a statutory function delegated to Public Sector Audit
Appointments Ltd (PSAA) by the Secretary of State for Communities and Local Government.
PSAA has published a scale fee for all relevant bodies. This is defined as the fee required by
auditors to meet statutory responsibilities under the Local Audit and Accountability Act 2014 in
accordance with the NAO Code. The indicative fee scale for the audit of Wycombe District
Council is £61,936, together with an estimated fee of £29,145 for the certification of the
housing benefits subsidy claim.

4.6 Your audit team
The engagement team is led by Maria Grindley, who is experienced in the audit of public
sector bodies, and in particular of local government. Maria is supported by Susan Gill, who is
responsible for the day-to-day direction of audit work and the key point of contact for the
Head of Finance.
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4.7 Timetable of communication, deliverables and insights
We have set out below a timetable showing the key stages of the audit, including the value
for money work and the Whole of Government Accounts. The timetable includes the
deliverables we have agreed to provide to the Council through the Audit Committee’s cycle in
2016/17.

From time to time matters may arise that require immediate communication with the Audit
Committee and we will discuss them with the Chairman as appropriate.

Following the conclusion of our audit we will prepare an Annual Audit Letter to communicate
the key issues arising from our work to the Council and external stakeholders, including
members of the public.

Audit phase Timetable

Audit
Committee
timetable Deliverables

High level planning December 2016
to January 2017

12 January
2017

Audit Fee Letter
Audit Plan

Risk assessment and
setting of scopes

January 2017 12 January
2017

Audit Plan

Testing routine
processes and
controls

January  2017 June 2017 Progress Report

Year-end audit July 2017
Completion of audit September 2017 September 2017 Report to those charged with governance via the

Audit Results Report
Audit report (including our opinion on the
financial statements; and the overall value for
money conclusion).
Reporting to the NAO on the Whole of
Government Accounts return.
Audit completion certificate

Conclusion of
reporting

October 2017 November 2017 Annual Audit Letter

Housing Benefit
Claim

June to
November 2017

Certified claim

Reporting on
Certification work

December 2017 January 2018 Annual certification work report

In addition to the above formal reporting and deliverables we will seek to provide practical
business insights and updates on regulatory matters.
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5. Independence

5.1 Introduction
The APB Ethical Standards and ISA (UK and Ireland) 260 ‘Communication of audit matters
with those charged with governance’, requires us to communicate with the Council on a
timely basis on all significant facts and matters which have a bearing on our independence
and objectivity. The Ethical Standards, as revised in December 2010, require that we do this
formally both at the planning stage and at the conclusion of the audit, as well as during the
audit if appropriate. The aim of these communications is to ensure full and fair disclosure by
us to those charged with the Council’s governance on matters in which it has an interest.

Required communications

Planning stage Final stage

► Any principal threats to objectivity and independence
identified by EY including consideration of all
relationships between the Council, its affiliates and
directors and us;

► The safeguards adopted and the reasons why they
are considered to be effective, including any
Engagement Quality Review;

► The overall assessment of threats and safeguards;
► Information about EY’s general policies and

processes to maintain objectivity and independence.

► A written disclosure of relationships (including the
provision of non-audit services) that bear on our
objectivity and independence, the threats to our
independence that these create, any safeguards we
have and why they address such threats, together
with any other information necessary to enable our
objectivity and independence to be assessed;

► Details of non-audit services provided and the fees
charged for them;

► Written confirmation that we are independent;
► Details of any inconsistencies between APB Ethical

Standards, the PSAA Terms of Appointment and
your policy for the supply of non-audit services by
EY and any apparent breach of that policy; and

► An opportunity to discuss auditor independence
issues.

During the course of the audit we must also communicate whenever any significant
judgements are made about threats to objectivity and independence and the appropriateness
of our safeguards, for example when accepting an engagement to provide non-audit services.

We also provide information on any contingent fee arrangements, the amounts of any future
contracted services, and details of any written proposal to provide non-audit services.

We ensure that the total amount of fees that EY and our network firms have charged to the
Council and its affiliates for the provision of services during the reporting period are
disclosed, analysed in appropriate categories.

5.2 Relationships, services and related threats and safeguards
We highlight the following significant facts and matters that may be reasonably considered to
bear upon our objectivity and independence, including any principal threats. However we
have adopted the safeguards below to mitigate these threats along with the reasons why they
are considered effective.

Self-interest threats

A self-interest threat arises when EY has financial or other interests in the entity. Examples
include where we have an investment in the entity; where we receive significant fees in
respect of non-audit services; where we need to recover long outstanding fees; or where we
enter into a business relationship with the Council.

At the time of writing, there are no long outstanding fees.
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We believe that it is appropriate for us to undertake permissible non-audit services, and we
will comply with the policies that the Council has approved and are in accordance with PSAA
Terms of Appointment. No non-audit work is planned at this stage.

A self-interest threat may also arise if members of our audit engagement team have
objectives or are rewarded in relation to sales of non-audit services to the Council. We
confirm that no member of our audit engagement team, including those from other service
lines, is in this position, in compliance with Ethical Standard 4.

There are no self-interest threats at the date of this report.

Self-review threats

Self-review threats arise when the results of a non-audit service performed by EY or others
within the EY network are reflected in the amounts included or disclosed in the financial
statements.

There are no other self-review threats at the date of this report.

Management threats

Partners and employees of EY are prohibited from taking decisions on behalf of management
of the entity. Management threats may also arise during the provision of a non-audit service
where management is required to make judgements or decisions based on that work.

Other threats

Other threats, such as advocacy, familiarity or intimidation, may arise.

There are no other threats at the date of this report.

Overall Assessment

Overall we consider that the adopted safeguards appropriately mitigate the principal threats
identified. We therefore confirm that EY is independent and the objectivity and independence
of Maria Grindley, the audit engagement Director, and the audit engagement team have not
been compromised.

5.3 Other required communications
EY has policies and procedures that instil professional values as part of firm culture and
ensure that the highest standards of objectivity, independence and integrity are maintained.

Details of the key policies and processes within EY for maintaining objectivity and
independence can be found in our annual Transparency Report, which the firm is required to
publish by law. The most recent version of this report is for the year ended June 2016 and
can be found here:

http://www.ey.com/uk/en/about-us/ey-uk-transparency-report-2016
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Appendix A Fees

A breakdown of our agreed fee is shown below.

Planned Fee
2016-17

£

Scale fee
2016-17

£

Outturn fee
2015-16

£
Explanation

Opinion Audit and VFM
Conclusion

61,936 61,936 61,936

Total Audit Fee – Code work 61,936 61,936 61,936

Certification of claims and
returns 1

29,145 29,145 16,833 The planned fee is based
on actual benefit
certification fees for
2013/14 (when extra work
was needed) but includes
a 25 per cent reduction.
However we will adjust for
work actually done

Non-audit work 0 0 0

All fees exclude VAT.

The agreed fee presented above is based on the following assumptions:

► officers meet the agreed timetable of deliverables;

► there are no significant deficiencies in the operating effectiveness of the internal controls
for key processes outlined in section 4.2 above;

► we can rely on the work of internal audit as planned;

► our accounts opinion and value for money conclusion are unqualified;

► the Council provides appropriate quality documentation; and

► the Council has an effective control environment.

If any of the above assumptions prove to be unfounded, we will seek a variation to the agreed
fee. This will be discussed with the Council in advance.

Fees for the auditor’s consideration of correspondence from the public and any formal
objections will be charged in addition to the scale fee.

1 Our fee for the certification of grant claims is based on the indicative scale fee set by the PSAA.
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Appendix B UK required communications with
those charged with governance

There are certain communications that we must provide to the Audit Committee. These are
detailed here:

Required communication Reference

Planning and audit approach
Communication of the planned scope and timing of the audit including any limitations.

► Audit Plan

Significant findings from the audit
► Our view about the significant qualitative aspects of accounting practices

including accounting policies, accounting estimates and financial statement
disclosures

► Significant difficulties, if any, encountered during the audit
► Significant matters, if any, arising from the audit that were discussed with

management
► Written representations that we are seeking
► Expected modifications to the audit report
► Other matters if any, significant to the oversight of the financial reporting process

► Audit Results Report

Misstatements
► Uncorrected misstatements and their effect on our audit opinion
► The effect of uncorrected misstatements related to prior periods
► A request that any uncorrected misstatement be corrected
► In writing, corrected misstatements that are significant

► Audit Results Report

Fraud
► Enquiries of the Audit Committee to determine whether they have knowledge of

any actual, suspected or alleged fraud affecting the entity
► Any fraud that we have identified or information we have obtained that indicates

that a fraud may exist
► A discussion of any other matters related to fraud

► Audit Results Report

Related parties
Significant matters arising during the audit in connection with the entity’s related
parties including, when applicable:
► Non-disclosure by management
► Inappropriate authorisation and approval of transactions
► Disagreement over disclosures
► Non-compliance with laws and regulations
► Difficulty in identifying the party that ultimately controls the entity

► Audit Results Report

External confirmations
► Management’s refusal for us to request confirmations
► Inability to obtain relevant and reliable audit evidence from other procedures

► Audit Results Report

Consideration of laws and regulations
► Audit findings regarding non-compliance where it is material and believed to be

intentional. This communication is subject to compliance with legislation on
tipping off

► Enquiry of the Audit Committee into possible instances of non-compliance with
laws and regulations that may have a material effect on the financial statements
and that the Audit Committee may be aware of

► Audit Results Report
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Required communication Reference

Independence
Communication of all significant facts and matters that bear on EY’s objectivity and
independence
Communication of key elements of the audit engagement director’s consideration of
independence and objectivity such as:
► The principal threats
► Safeguards adopted and their effectiveness
► An overall assessment of threats and safeguards
► Information about the general policies and process within the firm to maintain

objectivity and independence

► Audit Plan
► Audit Results Report

Going concern
Events or conditions identified that may cast significant doubt on the entity’s ability to
continue as a going concern, including:
► Whether the events or conditions constitute a material uncertainty
► Whether the use of the going concern assumption is appropriate in the

preparation and presentation of the financial statements
► The adequacy of related disclosures in the financial statements

► Audit Results Report

Significant deficiencies in internal controls identified during the audit ► Audit Results Report

Fee Information
► Breakdown of fee information at the agreement of the initial audit plan
► Breakdown of fee information at the completion of the audit

► Audit Plan
► Audit Results Report

Annual Audit Letter if
considered necessary

Certification work
► Summary of certification work undertaken

► Certification Report
► Annual Audit Letter if

considered necessary
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Karen Satterford
Chief Executive
Wycombe District Council
Queen Victoria Road
High Wycombe
HP11 1BB

11 April 2016

Ref:  WycombeDC/fee 16-17 letter

Direct line: 07769 932604

Email: MGrindley@uk.ey.com

Dear Karen

Annual Audit and Certification Fees 2016/17

We are writing to confirm the audit and certification work that we propose to undertake for the 2016/17
financial year at Wycombe District Council.

Indicative audit fee

For the 2016/17 financial year Public Sector Audit Appointments Ltd (PSAA) has set the scale fee for
each audited body, following consultation on its Work Programme and Scale of Fees.

The fee reflects the risk-based approach to audit planning set out in the National Audit Office’s Code of
Audit Practice for the audit of local public bodies.

The audit fee covers the:

► audit of the financial statements;

► value for money conclusion; and

► Whole of Government Accounts.

For Wycombe District Council our indicative fee is set at the scale fee level.  This indicative fee is based
on certain assumptions, including:

► the overall level of risk in relation to the audit of the financial statements is not significantly different
from that of the prior year;

► officers meet the agreed timetable of deliverables;

► internal controls for the key processes identified in our audit strategy operate effectively;

► we can rely on the work of internal audit as planned;

► our accounts opinion and value for money conclusion are unqualified;

► the Council provides appropriate quality of documentation;
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► there is an effective control environment; and

► prompt responses are provided to our draft reports.

Meeting these assumptions will help to ensure the audit is delivered at the indicative audit fee set out in
the table below.

As we have not yet completed the audit for 2015/16, our planning process for 2016/17 will continue as
the year progresses.  Fees will be reviewed and updated as necessary, within the parameters of our
contract.

Certification fee

The PSAA has set an indicative certification fee for housing benefit subsidy claim certification work for
each audited benefits authority.  The indicative fee is based on actual 2014/15 benefit certification fees,
and includes a 25 per cent reduction.

The indicative certification fee is based on the expectation that an audited body is able to provide the
auditor with a complete and materially accurate housing benefit subsidy claim with supporting working
papers, within an agreed timetable.

The fee for 2016/17 relates to work on the housing benefit subsidy claim for the year ended 31 March
2017.  We have set it at the indicative fee level. We will update our risk assessment after we complete
2015/16 benefit certification work, and to reflect any further changes in the certification arrangements.

Summary of fees

Indicative fee
2016/17

£

Planned fee
2015/16

£

Actual fee
2014/15

£

Total Code audit fee 61,936 61,936 85,236
Certification of housing benefit subsidy
claim

29,145 16,833 38,860

NB the scale fee for certification work in 2014/15 was £33,230 but extra work was required as reported
to you in our report to the Audit Committee.
The scale fee for the audit in 2014/15 was £82,581 but extra work was required to deal with queries from
a member of the public.

Any additional work that we may agree to undertake (outside the Code of Audit Practice) will be
separately negotiated and agreed with you in advance.

Billing

The indicative audit fee will be billed in four quarterly instalments of £22,770.25.
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Audit plan

We expect to issue our plan in March 2017. This will communicate any significant financial statement
risks identified, planned audit procedures to respond to those risks and any changes in fee.  It will also
set out the significant risks identified in relation to the value for money conclusion.  Should we need to
make any significant amendments to the audit fee during the course of the audit, we will discuss this in
the first instance with the head of Finance and Commercial and, if necessary, prepare a report outlining
the reasons for the fee change for discussion with the Audit Committee.

Audit team

The key members of the audit team for the 2016/17 financial year are:

Maria Grindley
Executive Director MGrindley@uk.ey.com Tel: 07769 932604

Susan Gill
Manager SGill4@uk.ey.com Tel: 07779 575702

Joyce Mwape
Lead Executive JMwape@uk.ey.com Tel: 07468 742037

We are committed to providing you with a high quality service.  If at any time you would like to discuss
with us how our service to you could be improved, or if you are dissatisfied with the service you are
receiving, please contact me.  If you prefer an alternative route, please contact Steve Varley, our
Managing Partner, 1 More London Place, London, SE1 2AF.  We undertake to look into any complaint
carefully and promptly and to do all we can to explain the position to you.  Should you remain dissatisfied
with any aspect of our service, you may of course take matters up with our professional institute.

Yours sincerely

Maria Grindley
Executive Director
For and on behalf of Ernst & Young LLP
United Kingdom

cc Steve Richardson, Head of Finance and Commercial
Mike Appleyard, Chairman of the Audit Committee
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Wycombe District Council 

DRAFT AUDIT COMMITTEE WORKPLAN 

Work Programme – March 2017 – November 2017 

Title & Subject Matter Contact Officer Training   

March 2017  

2016/17 Q3 Service Performance Report 

Report providing information on specific 
performance indicators from October to 
December 2016.  

Corporate Policy Team 
Leader 

 

Health & Safety Work Programme 2017/18 

Proposed Annual Health and Safety work 
programme for 2017/18. 

Shared Services Support 
Manager 

 

Proposed Internal Audit Programme 2017/18 

A report setting out the proposed Internal Audit 
coverage for 2016/17. 

Audit, Risk and Fraud 
Manager 

 

Regulation of Investigatory Powers Act 
(Information Sheet) 

Update on the use of these powers by the 
Council in performing its enforcement activities. 

Principal Solicitor  

June 2017  

2016/17 Q4 and End of Year Service 
Performance Report 

Report providing information on specific 
performance indicator from January to March 
2017.  

Corporate Policy Team 
Leader 

 

Health and Safety Annual Report 

Report providing an update on health and 
safety issues and key health and safety 
statistics for 2016/17 

Shared Services Support 
Manager 

 

Annual Review of Anti-Fraud and Anti-
Corruption Policy 

Review of the Anti-Fraud and Corruption 
Policy for 2017 

Audit, Risk and Fraud 
Manager 

 

Draft Annual Governance Statement 

To consider the draft Annual Governance 
Statement for 2017/18 

Head of Democratic, 
Legal and Policy 
Services 

 

Audit Committee Terms of Reference – 
Self-Assessment of Good Practice 

Report considering the annual review of the 
terms of reference in accordance with CIPFA 

Audit, Risk and Fraud 
Manager 
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Title & Subject Matter Contact Officer Training   

Audit, Risk & Fraud Manager’s Annual 
Report 

Report providing an update on the work of the 
Internal Audit Services for 2016/17 

Audit, Risk and Fraud 
Manager 

 

September 2017  

Approval of 2016/17 Statement of Accounts 

Report to approve the 2016/17 Statement of 
Accounts 

Head of Finance and 
Commercial 

 

External Auditor’s ISA 260 Audit Results 
Report 

To consider Ernst & Young’s Audit Results 
Report and findings from the 2016/17 audit.  

External Auditor  

Implementation of Internal Audit 
Recommendations 

Report providing an update on the progress of 
the implementation of recommendations that 
had arisen from the final reports issued during 
2016/17. 

Audit, Risk & Fraud 
Manager 

 

Treasury Management Annual Report 
2017/18 & Prudential Indicators  

Report setting out the treasury management 
activities for the first six months of 2017/18, 
including prudential indicators, investment and 
borrowing. 

Financial Services 
Manager 

 

2017/18 Q1 Service Performance Report 

Report providing information on specific 
performance indicators from April to June 

Corporate Policy Team 
Leader 

 

November 2017  

2017/18 Q2 Service Performance Report Corporate Policy Team 
Leader 

 

Audit, Risk & Fraud Manager’s Half Yearly 
Report 

Audit, Risk and Fraud 
Manager 

 

Treasury Management Mid-Year Report 
2017/18 

Financial Services 
Manager 
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